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December 15, 2020 

 

 

British Columbia Utilities Commission 

Suite 410 

900 Howe Street 

Vancouver, BC  V6Z 2N3 

 

Attention: Ms. Marija Tresoglavic, Acting Commission Secretary and Manager, Regulatory 

Services 

 

 

Re:  Insurance Corporation of British Columbia’s (ICBC) Policy Year 2021 Revenue 

Requirements Application (Application) 

 

 

Dear Ms. Tresoglavic: 

 

Enclosed is ICBC’s Application requesting various approvals from the British Columbia Utilities 

Commission (BCUC) for policy year 2021 (PY2021) in relation to universal compulsory 

automobile insurance (Basic insurance).  This Application is being filed today in accordance 

with Special Direction IC2 to the BC Utilities Commission, BC Regulation 307/2004 (Special 

Direction IC2), as amended by Order in Council 633/2020,1 December 14, 2020 (B.C. Reg. 

281/2020).  

  

In the Application, ICBC seeks approval for a Basic insurance rate decrease of 15% for 

PY2021, which is the net result of a larger decrease in costs plus an 11.5 percentage point 

provision to rebuild Basic capital levels. In accordance with Special Direction IC2, the rates 

approved by the BCUC in response to this Application must remain in force, unless ICBC 

applies for a change, throughout PY2021.   

 

Special Direction IC2 has defined the 2020 policy year as ending on April 30, 2021 and PY2021 

beginning on May 1, 2021 for 23 months ending March 31, 2023. The start of PY2021, 

May 1, 2021, coincides with the implementation of a care-based insurance system (Enhanced 

Care). Government has passed Bill 11, the Attorney General Statutes (Vehicle Insurance) 

Amendment Act 2020, to introduce Enhanced Care, which will reduce auto insurance 

premiums for customers and give access to significantly enhanced accident benefits. A smooth 

transition to Enhanced care and securing stability in Basic Insurance rates are the focus of 

Government’s Letter of Direction,2 which also provides that specific items must be reflected 

in this Application.   

 

Other approvals requested in the Application include a change in formula of the New Money 

Rate and Yield on Basic Equity; a deferral of the financial allocation methodology from 

December 2022 to December 2023, after ICBC has some experience with Enhanced Care; a 

change to the schedule of compliance reporting for the 2021/2022 fiscal year and minor 

changes to two performance measures.  

 

                                                           
1 Order in Council 633/2020 (bclaws.ca). 
2 Dated November 30, 2020, regarding “ICBC’s Application for a General Rate Change Order for the 2021 Policy 
Year” Order in Council 632/2020 (bclaws.ca). 

https://www.bclaws.ca/civix/document/id/oic/oic_cur/0633_2020
https://www.bclaws.ca/civix/document/id/oic/oic_cur/0632_2020
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Information that, if disclosed in a public forum to potential vendors, could be harmful to ICBC’s 

financial interests has been redacted in Chapter 7, Appendix 7D - 2020/21 Annual Information 

Technology Capital Expenditure Plan (Appendix 7D) and Chapter 7, Appendix 7D, Attachment 

7D.1 – Data Analytics Platform (DAP) Project Update (Attachment 7D.1).  ICBC has provided 

an un-redacted version to the BCUC under separate confidential cover. Should interveners 

require access to information filed under confidential cover, ICBC requests that an appropriate 

undertaking of confidentiality be signed before any confidential information is released. ICBC 

asks that the BCUC inform ICBC should any requests for confidential information be made 

and that ICBC is provided an opportunity to file comments with respect any requests. 

 

ICBC respectfully submits that the proposed rate change in this Application meets the 

requirements of Special Direction IC2, including setting rates based on accepted actuarial 

practice, and applicable government directives.  The proposed Basic insurance rate sought in 

this Application is fair, just, and reasonable. ICBC seeks approval on an interim basis by 

January 15, 2021, pending BCUC’s final decision.  ICBC requests that its next annual 

application of a Basic insurance rate change reflects any difference in the Basic insurance rate 

between interim and final approval for PY2021 as the most cost effective approach. 

 

Yours truly, 

 

 
Angela Wright 

Manager, Corporate Regulatory Affairs  

 

Cc: Bill Carpenter, Vice President, Insurance, ICBC 

 

Enclosure 
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A INTRODUCTION 

1. The Insurance Corporation of British Columbia (ICBC) is a provincial Crown corporation 

established in 1973 to provide universal compulsory automobile insurance (Basic insurance) 

to British Columbia (BC) motorists.  ICBC is the sole provider of Basic insurance in the 

province.  Since 2003, Basic insurance rates have been regulated by the British Columbia 

Utilities Commission (the BCUC).  In addition, ICBC competes with other insurance companies 

in the sale of optional automobile insurance coverages (Optional insurance), but Optional 

insurance is not regulated by the BCUC.  ICBC operates these two lines of business, along 

with its Non-insurance1 business on a fully integrated basis so that economies of scope and 

scale of ICBC’s operations can benefit BC motorists.   

2. ICBC provides services to customers through its various service facilities and call 

centres.  In addition, customers living in rural areas may access a variety of ICBC services 

through BC Services Centres and Appointed Agents.  ICBC has over 900 Broker locations 

allowing BC drivers convenient access to Basic insurance services.  At the end of fiscal year 

2019/20, ICBC provided Basic Insurance coverage to approximately 3.8 million customers.2  

3. Although ICBC’s Basic insurance is regulated by the BCUC, ICBC is not a utility.  ICBC 

earns no profit on Basic insurance or any return for government; rather, it is a “closed 

system”, in which all variances between required and collected premium remain in the 

company as Basic capital and get accounted for in future rate setting.  ICBC sets rates 

differently compared to other utilities that the BCUC oversees.  Utilities typically set rates for 

a particular “test year” to generate sufficient revenues to cover the costs that are forecast to 

accrue within that same year.  Utility costs are predominantly operating costs and depreciation 

expense on capital, and thus the rate setting process largely aligns with the accounting 

approach used in a utility’s financial reporting.  In contrast, ICBC, similar to other insurance 

companies, sets Basic insurance rates on a “policy year3” basis and ICBC’s determination of 

required revenues for a policy year is performed by actuaries in accordance with their 

professional standards of practice – referred to as “accepted actuarial practice”.  ICBC covers 

the costs and expenses that relate to an automobile accident that occurs within the policy 

                                                           
1 ICBC provides vehicle and driver licensing services, vehicle registration services, and fines collection on behalf of 
Government. 
2 Based on policies earned. 
3 A policy year comprises all the policies with effective dates during the defined policy year period.  The experience 
for a policy year comprises all premium, other revenue, and costs associated with those policies regardess of the 
date of loss of a claim or the date other revenue was generated.  This approach provides a clear match between 
losses and premiums. 
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year, and not all of those costs are actually incurred from a financial accounting perspective 

during the fiscal year(s) covered by a policy year.  In particular: 

 The vast majority of ICBC’s Basic insurance costs are the costs of processing claims 

and the claims payments themselves.  It is here that the actuarial methodology looks 

quite different from how utility rates are set.  Accidents occurring within the policy 

year  can incur costs over the next 40 years including income replacement and medical 

costs for the injured parties.  So, in constrast to utilities, ICBC’s premiums must 

account for costs that can be paid well out into the future.  Estimating what the cost 

of a claim will be 40 years into the future, requires modelling based on historical 

patterns, assumptions, and expert judgment.  This analysis is the core of this Revenue 

Requirements Application (Application). 

 While the actuaries account for operating costs and depreciation expense (which ICBC 

collectively refers to as “operating expenses”) in a manner similar to what is done 

when setting utility rates and in financial accounting, only a very small component of 

ICBC’s Basic insurance costs are operating expenses (approximately 11%). 

 The fact that rates for a policy year are covering claims costs that will be paid out 

many years after the policy year, introduces a third important difference between 

ICBC’s Basic rate-setting and utility rate setting: ICBC holds a very large investment 

portfolio that generates returns for the benefit of policyholders.  The investment 

returns associated with new premium dollars to be collected in the policy year impact 

rates in a similar way to the claims costs described in the previous bullet – the 

investment returns are forecasted, and the forecast is applied as an offset to the 

indicated rate change.  The Basic equity that ICBC already holds also generates a 

return for the benefit of policyholders in ICBC’s Basic rate-setting.   

4. In this Application, ICBC requests various approvals from the BCUC for Policy Year 

2021 (PY), which spans 23 months (May 1, 2021 to March 31, 2023) by virtue of a 

government directive backed by Order-in-Council that is binding on ICBC and the BCUC 

(discussed below).  The requests, summarized in Section D, provide for a rate decrease of 

15% with a capital build provision, in accordance with the amendments to Special Direction 

IC2, of 11.5 percentage points to rebuild depleted capital and help absorb future unexpected 

volatility on insurance rates.  The guiding principle of Enhanced Care is to make auto insurance 

in BC more affordable and provide rate stability.  The implementation of Enhanced Care on 

May 1, 2021, is expected to significantly reduce ICBC’s overall costs for Basic insurance 
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compared to the current tort-based model.  Before accounting for the need to rebuild depleted 

capital, the size of the rate decrease that would be indicated by the actuarial analysis 

was 26.5%.   

5. The proposed rate change meets the requirements of Special Direction IC2 , including 

the requirement to set rates based on accepted actuarial practice.  The proposed rate change 

also meets the requirements of the applicable government directives.  Having regard to all 

relevant considerations, the proposed Basic insurance rate is fair, just and reasonable.  ICBC 

respectfully submits that it should be approved as sought.    

6. This Chapter is organized as follows: 

 Section B explains that this Application and proposed rate decrease is based upon the 

introduction of Enhanced Care from May 1, 2021,which will bring more affordable 

insurance to British Columbians. 

 Sections C describes ICBC’s move to an Enhanced Care aligned organization. 

 Section D sets out the approvals sought in this Application.  

 Section E provides an overview of ICBC’s Revenue Requirements. 

 Section F proposes a recommended regulatory process for this Application. 

 Section G deals with communications. 

B ENHANCED CARE WILL DELIVER MORE AFFORDABLE 

INSURANCE FOR CUSTOMERS 

7. Every year, ICBC forecasts how much revenue is required in the coming year to cover 

costs.  When costs are increasing, rates also need to increase.  For several years, legal and 

expert report costs and general damages payments, particularly related to injury claims, have 

been increasing rapidly.  The cost of handling and paying out claims represents, by far, the 

largest component of ICBC’s revenue requirements.  Those costs put considerable pressure 

on ICBC’s financial position and the ability to deliver affordable insurance.   

8. The introduction of product reform under the Rate Affordability Action Plan (RAAP) in 

April 2019 focused on reducing litigation and BI claims costs and improved accident benefits.  

These reforms, together with fewer crashes and injuries than expected, helped avoid a Basic 

rate increase for PY 2020. 

9. In the continued pursuit to provide affordable insurance, the move to a care-based 

insurance model, as announced and described in a government intentions paper in 
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February 2020,4 will replace the current tort-based insurance system starting May 1, 2021, 

thus relieving the pressure on insurance rates by largely removing the legal and expert report 

costs from the insurance system.  This care–based insurance system can therefore be focused 

on providing customers with enhanced accident benefits that are aligned with the care they 

need in the event they are injured in a motor vehicle crash, no matter who is responsible for 

the crash.  

10. As further explained in Chapter 2, Legislative and Regulatory Framework, the passing 

of Bill 11, the Attorney General Statutes (Vehicle Insurance) Amendment Act, 2020, in 

August 2020, brings into force the care-based insurance system, hereafter called “Enhanced 

Care” and the suite of products that will make up the Basic package of insurance from 

May 1, 2021.  The change provides savings for policyholders on their auto insurance 

premiums when compared to previous years.  Other changes to the legal framework allow 

customers who purchased a policy between May 2, 2020 and April 30, 2021 to receive a 

prorated rebate for the portion of their policy that continues after the implementation of 

Enhanced Care, calculated based on the difference between what they are paying and what 

they would otherwise pay under Enhanced Care.  The rebate ensures policyholders are not 

prejudiced simply by virtue of when they purchased or renewed their policy.   

C ICBC PREPARES FOR ENHANCED CARE  

11. ICBC is moving away from an adversarial tort-based insurance system to a model 

focused on ensuring that customers receive the treatment and care required as they recover 

from their injuries as a result of being involved in a motor vehicle crash, regardless of fault.  

In addition, material damage coverage that is currently provided under third-party will largely 

move to first party coverage under the Enhanced Care model.   

C.1 GOVERNMENT AND ICBC HAVE CONSULTED ON ENHANCED CARE 

12. The work required for ICBC’s shift to delivering Enhanced Care began in February 2020 

and centered around consultation with external groups and adopting a structured change 

management approach.  Government and ICBC conducted more than 45 meetings with 

members of the health care, disability advocacy, and road safety advocacy community to 

learn and understand the deliverables in a care-based insurance system.  There are ongoing 

discussions with other jurisdictions that offer care-based insurance such as Manitoba and 

Saskatchewan.  ICBC has also met with members representing Autoplan brokers and adopted 

                                                           
4 https://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/organizational-structure/crown-
corporations/enhanced-care-coverage-intentions-paper.pdf 

https://www.bclaws.ca/civix/document/id/bills/billscurrent/5th41st:gov11-3
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a training approach in readiness to serve Autoplan customers with Enhanced Care from 

May 1, 2021.  

13. In addition to external outreach, ICBC’s internal readiness campaign is focussed on 

shifting the culture within ICBC to promote leadership, engagement, and recognition to 

empower employees to provide the customer services required in a care-focused model.  

Employees will transition over time to the new Enhanced Care delivery model as older tort 

based claims are settled and more Enhanced Care claims are reported.  The main departments 

within ICBC impacted by the delivery of the new model will be those involved in claims 

recovery, injuries and material damage, in addition to the distribution channel to support the 

brokers’ transition to the new model.  

C.2 ICBC NEEDS TO OPERATE THREE DIFFERENT CLAIM MODELS 

14. As discussed in Chapter 4, Business Operations, Appendix 4A, Claims Cost 

Management Initiatives, after May 1, 2021, ICBC will be serving customers under three 

separate models for handling BC claims: claims for crashes that occurred before April 1, 2019 

(full tort claims), claims for crashes that occur over the period from April 1, 2019 to 

April 30, 2021 (modified tort claims), and claims for crashes that occur from May 1, 2021 

(new claims).5  Operationally, ICBC will be managing all three kinds of claims for many years 

to come and must staff accordingly.  Recent changes in legislation which apply to the full tort 

and modified tort claims are summarized in Chapter 2, Appendix 2A.  

C.3 THE PROPOSED RATES ARE BASED ONLY ON CLAIMS UNDER 
ENHANCED CARE  

15. The actuarial rate indication which is the subject of this Application applies only to 

policies sold during the 23-month PY 2021 (May 1, 2021 to March 31, 2023) and therefore 

analysis is based on estimated costs and revenues as from May 1, 2021; claims costs are 

those associated with the Enhanced Care coverages in effect at that time.  Although ICBC will 

continue to handle full tort claims and modified tort claims over time the actuarial rate 

indication takes into consideration only new claims and associated claims services costs 

resulting from policies sold within PY 20216.   

                                                           
5 Out-of-province claims from May 1, 2021 will be handled as tort model claims. 
6 Policies for PY 2021 will be written during the period from May 1, 2021 to March 31, 2023.  This set of policies 
written will remain in force until March 30, 2024, because the subset of policies written on March 31, 2023 are in 
force until that date. Claims costs associated with these policies will be incurred as a result of accidents (or losses) 
during the period (May 1, 2021 to March 31, 2024) that the policies are in force and payments on these claims will 
occur into the future for up to 40 years. 
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16. The actuarial analysis shown in Chapter 3, Actuarial Rate Indication Level Analysis is 

based on the insurance coverages under Enhanced Care. The coverages explained in the 

2019 Revenue Requirements Application (RRA) will no longer be in use from May 1, 2021.  

Figure 1.1 shows a comparison between the coverages forming part of the rate indication in 

the 2019 RRA and the Enhanced Care coverages used in determining the rate indication in 

this Application. 

Figure 1.1 Enhanced Care Coverages for New Claims 

2019 RRA Enhanced Care Coverages 

INJURY COVERAGES 

Accident Benefits (AB) 
Medical and Rehabilitation (MR) 
Weekly Benefits (WB) 
Death Benefits (DB) 

Enhanced Accident Benefits (EAB)  
Medical and Rehabilitation (MR) 
Income Replacement and Indemnity (IRI) 
Permanent Impairment and Death Benefits 
(PI & DB) 

Third Party Liability - Bodily Injury (BI) including 
Underinsured, Uninsured and Unidentified 
Motorist Protection (BI) 

Third Party Liability (TPL-BI)*  

NON-INJURY COVERAGES 

 Basic Vehicle Damage Coverage (BVDC)  

Third Party Liability - Property Damage including 
Underinsured, Uninsured and Unidentified 

Motorist Protection (PD) 

Third Party Liability (TPL-Vehicle Damage and 
TPL-non Vehicle Damage) 

* As explained in Chapter 2, under Enhanced Care, TPL-BI coverage will still be available in certain specified 
situations. 

17. Under Enhanced Care, claims costs for TPL-BI will only apply to a small number of 

cases such as out of province claims.  In contrast, rising costs for bodily injury claims (BI) 

were the main driver for rate increases under the current model.  It is this change that  

significantly reduces the expected frequency of BI claims that is the main reason for the 

proposed significant rate decrease under Enhanced Care. 

C.4 REBATES WILL RESULT FROM TRANSITIONAL POLICIES UNDER 
ENHANCED CARE 

18. The Letter of Direction – Tariff Amendment Application in Support of Enhanced Care 

and Enhanced Care Rebate dated November 30, 2020, which is binding on ICBC and the 

BCUC, contemplates an Enhanced Care rebate.  The Enhanced Care rebate does not impact 

the rate indication for PY 2021. 



2021 RRA Chapter 1 – Executive Summary 

Insurance Corporation of British Columbia 1-7 
December 15, 2020 

19. The Enhanced Care rebate is for those policyholders who purchased a policy between 

May 2, 2020 and April 30, 2021, for that portion of the policy that extends beyond 

April 30, 2021.  This method allows customers minimum inconvenience, since they will not 

have to cancel their insurance certificate before their expiry date and start a new one to get 

the immediate premium benefit savings under Enhanced Care,as the rebate will be calculated 

and savings automatically advanced to the customer.  This rebate is to be based on the rate 

change applied for in this Application and the rate design reflected in the Tariff pages attached 

to the Letter of Direction and filed in the accompanying Tariff Amendment Application in 

Support of Enhanced Care (Tariff Amendment Application).  Details of the Enhanced Care 

rebate are provided in the Tariff Amendment Application filed with the BCUC on 

December 15, 2020. 

D SUMMARY OF APPROVALS SOUGHT 

20. ICBC seeks the following approvals: 

 First, ICBC seeks approval for a 15% rate decrease for PY 2021 as described in 

Section D.1 and as detailed in Chapter 3, Actuarial Rate Indication Level Analysis. 

 Second, ICBC seeks approval to change the formula for the New Money Rate and Yield 

on Basic Equity used in the actuarial analysis to reflect the adoption of Enhanced Care 

and the relationship with the British Columbia Investment Management Corporation 

(BCI), as discussed in Section D.2 and Chapter 5, Investments. 

 Third, ICBC seeks approval to defer the review of the financial allocation methodology 

due December 2022 until December 2023, in light of the need to first reach steady 

state under Enhanced Care.  Further discussion on the proposal is set out in 

Section D.3 and Chapter 6, Operating Expenses and Allocation Information. 

 Fourth, ICBC seeks approval to change the schedule of compliance reporting for the 

2021/22 fiscal year as required in the absence of an RRA next year in accordance with 

various BCUC orders, as further discussed in Section D.4.   

 Fifth, ICBC seeks approval to make minor changes to performance reporting discussed 

in Section D.5 and Chapter 7, Appendix 7A.1, Performance Measures. 

D.1 DECREASE RATES FOR PY 2021 BY 15%  

21. In the time since the 2019 RRA, submitted to the BCUC on December 14, 2018, we 

continued to work with Government to implement improvements to stem the increasing costs 

experienced over the years, especially those associated with bodily injury claims.  Major 

reforms in the Basic insurance product and fewer crashes and injuries than anticipated helped 
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to hold the rate steady for PY 2020.  The success of the product reform iniatives introduced 

in PY 2019, which formed part of the 2019 RRA, are discussed in Chapter 7, Appendix 7E, 

RAAP Product Reform Metrics and Legal Representation Conversion Rate.   

22. The proposed rate decrease of 15% is a result of further product change: the 

introduction of Enhanced Care. Cost savings arise due to the impacts of transitioning from the 

tort system to the care-based model as evidenced in this Application.  The rate decrease 

includes a government-directed capital build provision which adds 11.5 percentage points to 

the rate change to cover cost differential of -26.5%.  The capital build provision or “rate 

stabilization fund”7 will allow ICBC to rebuild its depleted capital over the 23-month term of 

PY 2021, while still providing a significant rate decrease for Basic insurance policyholders.  To 

allow a rate decrease, the rate smoothing framework as specified in Special Direction IC2 

Section 3 (1.1) (b) is suspended for PY 2021. 

23. The government directive, “ICBC’s Application for a General Rate Change Order for the 

2021 Policy Year” (Government Directive) dated November 30, 2020, instructs ICBC to include 

a capital build provision in the rates for building Basic capital during PY 2021, while also 

ensuring that the capital maintenance provision does not affect the rate change.  The 

Government Directive, as included in Chapter 2, Appendix 2D, also requires that the proposed 

rate change should reflect the following with respect to Enhanced Care coverages: 

 That, in the absence of regulations that implement the Enhanced Care model, the 

estimated cost associated with the Enhanced Accident Benefits is based on Manitoba 

Public Insurance’s accident benefit insurance model with specific exceptions provided 

in Attachment 1 to the directive; 

 That, in the absence of the above regulations,  the estimated costs associated with the 

Basic Vehicle Damage Coverage is based  on a maximum of $200,000.8 

 The amended Tariff pages9, which are pending BCUC approval. 

  

                                                           
7 ICBC is introducing a new term “rate stabilization fund” to replace the term “capital provision”.  Public 
communications will now be utilizing the new term going forward to help customers better understand the purpose 
of capital and how it can help provide greater rate stability in future years. However, within this Application, ICBC 
still refers to the term “capital provision”.   
8 Section 11 of the Attorney General Statutes (Vehicle Insurance Amendment Act, 2020 (“Bill 11”) amends Section 24 
of the IVA removing vehicle damage associated with unidentified drivers from Basic insurance coverage.  
9 The Tariff pages form part of the Letter of Direction in Support of Enhanced Care and Enhanced Care Rebate dated 
November 30, 2020. 
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24. Amendments to Special Direction IC2, provided in Chapter 2, Appendix 2B, include: 

 The extension of PY 2020 to the end of April 30, 2021 so that PY 2021 commences on 

May 1, 2021 when Enhanced Care comes into effect; 

 The definition of PY 2021 to extend over 23 months from May 1, 2021 to 

March 31, 2023;. 

 The suspension of the capital build provision in the May 27, 2016 Capital Management 

Plan for PY 2021, and the extension of the requirement that the capital maintenance 

provision should not impact the rate change for PY 2021;  

 The addition of a capital build provision for PY 2021 that results in the addition of 

11.5 percentage points to the rate change to cover costs after accounting for the effect 

of investment income and expenses that vary with the amount of premium collected 

from a policyholder;  

 The suspension of the rate smoothing framework for PY 2021 to enable a proposed 

rate decrease. 

25. All of the above requirements are reflected in the proposed rate change with details 

provided in Chapter 3, Actuarial Rate Level Indication Analysis including the Enhanced 

Accident Benefits Costing report (December 2020, Ernst & Young) included in Chapter 3, 

Appendix C.4.0.  

26. It is important to note that the way that ICBC is calculating the rate indication in this 

Application is not changing from previous years’ RRAs.  Instead, the data and projections 

used to calculate the rate indication are reflective of a care-based insurance system called 

Enhanced Care which will be implemented at the start of PY 2021.  

27. ICBC seeks to have the 15% Basic insurance rate decrease for PY 2021 approved by 

the BCUC by January 15, 2021, on an interim basis, effective May 1, 2021.  Details regarding 

the implementation of the requested interim and final rate change are provided in 

Appendix 1A to this Chapter.   

28. The proposed rate change meets the requirements of Special Direction IC2, including 

the requirement to set rates based on accepted actuarial practice.  The proposed rate change 

also meets the requirements of the applicable Government Directives.  Having regard to all 

relevant considerations, the proposed Basic insurance rate is fair, just and reasonable.  ICBC 

respectfully submits that it should be approved as sought. 
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D.2 CHANGE TO FORMULAE FOR INVESTMENT RETURNS 

29. ICBC is proposing changes to the New Money Rate formula in this Application, 

Chapter 5, Investments to reflect the relationship with BCI and the adoption of the new 

Enhanced Care model.  The New Money Rate is used in the actuarial rate indication to 

determine the yield on new investment assets that will be purchased with future Basic 

insurance premiums related to PY 2021.  This formula should be reflective of the strategic 

asset mix.  The current BCUC-approved formula is based on forecasted returns using a risk 

premium proxy and financial forecasts from six financial institutions.  ICBC is proposing to 

utilize BCI’s long-term capital market return forecasts as the source of return forecasts for 

the investment assets.  BCI’s long-term capital market return forecasts will replace the sum 

of the forecast element and the risk premium proxy10 for each asset type used in the current 

formula.  The changes retain the benefits of a formulaic approach with consistent source of 

inputs, but are expected to result in a discount rate that better reflects the growing diversity 

of ICBC’s asset mix within each asset group and the longer expected investment horizon 

under Enhanced Care.   

30. To be consistent with the proposed changes to the New Money Rate, ICBC is also 

proposing to change the equity return component of the Yield on Basic Equity to be the same 

as that used for the New Money Rate.  This change in formula retains the core components 

of the current approved formula for the Yield on Basic Equity, but brings similar benefits to 

those described above for the New Money Rate. 

D.3 DEFER ALLOCATION METHODOLOGY REVIEW 

31. ICBC’s current cost allocation methodology is based on the approved BCUC 

methodology.  As discussed in Chapter 6, Operating Expenses and Allocation Information, 

ICBC does not currently anticipate any significant organizational changes that will impact the 

financial allocation methodology in the near term.  However, the changeover from a tort-

based system to Enhanced Care and resulting organizational changes may impact allocation 

methodologies in the future and introduce new efficiencies for operating costs as well as for 

claims and insurance data.  ICBC expects that it will take at least 24 to 36 months of operation 

under the new Enhanced Care model to collect sufficient data to inform an updated financial 

allocation methodology.  ICBC therefore is seeking approval to defer the filing of the financial 

allocation methodology review from the currently directed date of December 2022 to the 

following year in December 2023.  ICBC proposes to include claims and insurance data for 

                                                           
10 In the current BCUC-approved formula, the future yield is calculated by adding a risk premium proxy to a risk-free 
component or inflation as further explained in Chapter 5, Section B.2. 
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the allocation filing, increasing the scope to that of a full financial allocation methodology 

review.   

D.4 DEFINE TIMING AND CONTENT OF COMPLIANCE REPORTING IN 
ABSENCE OF RRA IN FISCAL YEAR 2021/22 

32. Special Direction IC2 exempts ICBC from the requirement to apply for a rate change 

order by December 15, 2021, but does not exempt ICBC from filing fiscal year 2021/22 annual 

compliance reports which are the subject of prior BCUC orders.  Compliance reports contain 

content that ICBC has, over time, included in the RRA as directed by the BCUC, but some of 

these are required in years when there is no RRA.   

33. This includes an annual report on road safety initiatives required by 

September 30, 2021. 11   ICBC proposes to defer the filing of the annual report on road safety 

to the next RRA in fiscal year 2022/23 (December 15, 2022).  Although new initiatives are 

introduced from time to time, in this reporting, ICBC mostly updates ongoing initiatives and 

there are usually not significant changes from year to year.  There is also significant public 

reporting on road safety in the media, as well as information on road safety statistics on 

icbc.com and other websites.12,13     

34. ICBC also proposes that the BCUC approve the deferral of the filing of the following 

compliance reports from their prescribed due dates during the 2021/22 fiscal year, so that 

they occur on the same date - December 15, 2021:   

 Performance measures (currently required before August 31, 2021)14 and  

 Information technology capital expenditure.15  

35. The advantage of this approach is that all compliance reports can be efficiently 

reviewed together at the same time by the BCUC and gives ICBC sufficient runway to report 

on the activities of that fiscal year.  ICBC believes that the filing of this information on 

December 15, 2021 satisfies the various BCUC orders and should not warrant a regulatory 

process at that time. 

                                                           
11 As specified in the May 19, 2015 Decision on the 2014 RRA (Order G-81-15).  In the event that ICBC is not required 
to file an RRA in a year, it must file an annual road safety report on or before September 30 of that year. 
12 https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf. 
13 https://www2.gov.bc.ca/gov/content/safety/public-safety/intersection-safety-cameras/statistics 
14 As specified in the May 11, 2016 Letter L-10-16.  In the event that ICBC is not required to file an RRA in a year it 
must file this information before August 31 of that year. 
15 As specified in the August 9, 2010 Letter L-61-10.  The BCUC requires the filing of this information at a consistent 
annual date. 

https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf
https://www2.gov.bc.ca/gov/content/safety/public-safety/intersection-safety-cameras/statistics
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D.5 ALIGN PERFORMANCE MEASURES TO SERVICE PLAN 

36. In order G-192-19, the BCUC approved a list of performance measures that align to 

ICBC’s publicly-reported corporate performance measures.  As discussed in Chapter 7, 

Compliance Reporting, Appendix 7A, Performance Measures, ICBC proposes minor 

amendments to its BCUC performance measures to align with those reported in the 2020/21-

2022/23 Service Plan published in February 2020.16  The requested changes are: 

 Insurance Expense Ratio (Corporate) to be revised to Expense Ratio (Corporate), 

which combines insurance expenses and non-insurance expenses into one ratio 

 Loss Adjustment Ratio (LAR) to be replaced with the Loss Adjustment Expense Ratio 

(LAER), which is more responsive in reflecting claims handling costs.  Attachment 7A.2 

to Appendix 7A sets out a comparison of LAER and LAR.    

E OVERVIEW OF ICBC’S APPLICATION FOR POLICY YEAR 2021 

37. This section provides an overview of the Application for PY 2021 which shows that a 

rate decrease is appropriate to cover the reduced cost of providing Basic insurance for policies 

sold under Enhanced Care from May 1, 2021 and that rates are sufficient until 

March 31, 2023, the end of  PY 2021.  Figure 1.2 is a listing of the chapters in the Application, 

together with a summary of the purpose of each chapter. 

Figure 1.2 Chapters 

Chapter Purpose 

Chapter 2, Legislative and 

Regulatory Framework 

Provides context to the rate change through legislative 

and regulatory changes related to Enhanced Care. 

Chapter 3, Actuarial Rate Level 

Indication Analysis 

Calculates the rate change required by performing 

actuarial analysis in accordance with accepted actuarial 

practice and Special Direction IC2.  The chapter 

summary discusses the impact of various factors on the 

average premium for policies in effect as from 

May 1, 2021.The chapter includes a summary and the 

detailed evidence set out in appendices and technical 

appendices for review by subject matter experts.   

Chapter 4, Business Operations Overview of changes to ICBC’s core functions of claims 

handling and distribution of insurance under Enhanced 

Care, including for Claims operations, a fundamental 

shift in the handling of injury claims and, for Autoplan 

brokers, introduction of new coverages and business 

processes.    

                                                           
16 https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2020-2023.pdf 
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Chapter Purpose 

Chapter 5, Investments Investment returns are used for calculating the indicated 

rate change (New Money Rate and Yield on Basic Equity) 

and based on strategic asset mix set out in the 

Statement of Investment Policy and Procedures.   

Chapter 6, Operating Expenses 

and Allocation Information 

The forecast of operating expenses under Enhanced Care 

as from May 1, 2021 impacts the rate indication. This 

chapter provides information on the main drivers of 

operating expenses and on the allocation of operating 

expenses to Basic insurance used in determining the 

indicated rate change. 

Chapter 7, Compliance Reporting  Compliance reporting is provided in accordance with 

previous BCUC orders that required several reports to be 

amalgamated within RRA’s.  

Chapter 8, Participants’ Reference 

Guide to ICBC’s 2021 Revenue 

Requirements Application 

Explains the difference between information presented in 

a RRA and the information presented in financial 

statements.  It also provides definitions of the various 

time periods used in this Application: policy year, fiscal 

year, and fiscal loss year.  It also includes a glossary of 

commonly used acronyms and references to content 

from prior revenue requirements proceedings, together 

with legislative and government directions, all of which 

are relevant in the context of this Application.  

E.1 APPLICATION ORGANIZATION HAS BEEN ADJUSTED TO ADD 
CLARITY 

38. 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 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.17  The two timeframes do not coincide with each 

other and the content has been separated in order to promote clarity of presentation. 

E.1.1 RATE COMPONENTS 

39. The rate-related content of the RRA has typically been dominated by the actuarial 

evidence (Chapter 3) which focuses on the largest cost component, being the claims costs.  

                                                           
17 Fiscal year means the 12-month fiscal reporting period from April 1 in one year to March 31 in the following year. 
The 2020/21 fiscal year is from April 1, 2020 to March 31, 2021. 
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It also consolidates all the other cost and revenue components used in the determination of 

the actuarially indicated rate change.  Chapter 4 describes some of the business operational 

changes that are occurring as a result of the implementation of Enhanced Care on 

May 1, 2021.  Chapters 5 and 6 provide more context and background for significant factors 

that impact the rate change to cover costs: investment income and operating expenses.   

E.1.2 COMPLIANCE REPORTING 

40. Figure 1.3 below explains where to find compliance reports in this Application in 

comparison to the 2019 RRA.  Compliance reporting is provided in accordance with previous 

BCUC orders that required these reports to be amalgamated within RRAs.  These compliance 

reports have no bearing on the rate indication applied for in this Application.  

Figure 1.3 Compliance Reporting 

Appendix Equivalent in 2019 RRA 

Appendix 7A, Performance Measures    Chapter 8, Appendix 8 A – Proposed 

Performance Measures Reporting 

Appendix 7B, Road Safety 

 

Chapter 5, Road Safety 

Appendix 7C, Information Technology (IT) 

Strategic Plan 

Chapter 10 A, 2018 Information Technology 

Strategic Plan 

Appendix 7D, 2020/21 Annual Information 

Technology (IT) Capital Expenditure Plan 

Chapter 10 B, 2018/19 Annual Information 

Technology Capital Expenditure Plan 

Appendix 7E, RAAP Product Reform Metrics 

and Legal Representation Conversion Rate 

Chapter 8, Appendix 8 C, Metrics Framework 

for Product Reform  

Chapter 4, Claims Cost Management Section 

E Legal Representation Rate 

Appendix 7F, Fraud Investigation Metrics Chapter 4, Claims Cost Management 

Section F Fraud 

Appendix 7G, Investment Performance 

Information for 2019/20 fiscal year 

Chapter 6, Appendix 6 C – Investment 

Performance Information for 2017/18 

Appendix 7H, Detailed Operating Expense 

Information 

Chapter 7, Appendix 7 B – Variance of 

Outlook Versus Actual and Appendix 7 C – 

Detailed Information 

Appendix 7I, Cost Allocation Tables for 

2018/19 and 2019/20 fiscal years 

Chapter 7, Appendix 7 A – Cost Allocation 

Tables 

Appendix 7J, Government Initiatives Chapter 9, Government Initiatives 

Appendix 7K, Historical Information Table Appendix 11 A, Participants’ Reference Guide 

to ICBC’s 2019 RRA Figure 11A.3 

Appendix 7L, Basic Insurance Information 
Sharing 

Appendix 11 B, Basic Insurance Information 
Sharing 
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F PROPOSED REGULATORY PROCESS 

41. This section sets out a proposed regulatory process for this Application.  The proposed 

process reflects an open and transparent relationship with the BCUC and interveners, leading 

to better understanding of the evidence presented and acceptance of the proposals contained 

within it.   

42. Figure 1.4 shows the proposed timetable for the first part of the regulatory process. 

Figure 1.4 Proposed Regulatory Timetable 

43. The proposed regulatory timetable contemplates that the BCUC will grant interim 

approval for the rate change by January 15, 2021 so that ICBC can upload the rates into its 

systems and begin testing in time for the May 1, 2021 implementation date. In addition, ICBC 

intends to update its customer estimation tool on icbc.com which allows customers to estimate 

their savings under Enhanced Care. 

44. We propose that a workshop for all participants is held shortly after interim approval 

of the rate change is granted, to present the proposals and approvals sought and help all 

participants to navigate the Application for better understanding on its content.  We request 

that this workshop be attended by the panel of commissioners assigned to this proceeding 

and that the proceeding be transcribed onto the record. 

45. The workshop should be followed by the first round of IRs which should focus on the 

main purpose of this Application: the proposed rate decrease of 15%.  This means that the 

scope of the first round of IRs should be limited to the four rate-related  chapters of the 

Application as discussed in Section E.1.1.  ICBC believes that limiting the review to rate-

related matters in the first stage of the regulatory process provides the focus required for an 

efficient regulatory process.   

Process Step Proposed Timing 

Approval of Interim Rate Change January 15, 2021 

Workshop  February 1, 2021 

Round 1 Information Requests (IRs)  February 8, 2021 

ICBC Response to Round 1 IRs March 12, 2021 

Procedural Conference  April 15, 2021  
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46. Should there be a requirement for broadening the scope of the review, ICBC proposes 

that this be determined at the procedural conference to be held after the first round of IRs. 

At the procedural conference, which is typically held to determine the remaining steps in the 

proceeding, participants can provide input including the necessity of a second round of IRs to 

address the compliance reporting content as well as clarifying responses on rate-related 

content. We submit that this approach is efficient and is fair to all parties. 

G COMMUNICATIONS 

47. Communications regarding this application should be directed to: 

Angela Wright 

Manager, Regulatory Affairs 

ICBC 

Room 339, Head Office 

North Vancouver, BC V7M 3H9 

Telephone: 604-982-2489 

Email: angela.wright@icbc.com 

All of which is respectfully submitted. 

December 15, 2020 

Matthew Ghikas and Madison Grist 

Legal Counsel 

Fasken Martineau DuMoulin LLP 

2900-550 Burrard Street 

Vancouver, BC V6C 0A3 

Telephone: 604-631-3191 

Email: mghikas@fasken.com; 

mgrist@fasken.com 

INSURANCE CORPORATION OF BRITISH COLUMBIA 

Bill Carpenter, V 
Vice President, Insurance, ICBC 

Insurance Corporation of British Columbia 
December 15, 2020 
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A IMPLEMENTATION OF ORDER AND INTERIM RATES 

1. The Insurance Corporation of British Columbia (ICBC) seeks interim approval of the 

15% Basic insurance rate decrease by January 15, 2021 for all Basic insurance certificates 

effective May 1, 2021 for Policy Year 20211 (PY 2021).  In this Appendix, ICBC describes the 

proposed implementation of interim Basic insurance rates and the permanent rate change 

order under the transition to the Enhanced Care model.  

A.1 ICBC IS SEEKING INTERIM APROVAL BY JANUARY 15, 2021  

2. ICBC, as with previous revenue requirements applications (RRAs), seeks approval of 

an interim rate change in advance of the final approved rate change from the British Columbia 

Utilities Commission (BCUC). The BCUC has approved early interim rate changes in previous 

RRAs, which is helpful to give time for ICBC to undertake system development, change the 

rates in the customer estimation tool,2 carry out testing and send out renewal notices to 

customers 6 weeks prior to the start of the policy year.  ICBC respectfully seeks approval for 

the interim rate change by January 15, 2021 concerning this RRA.  

A.2 REBATE WILL BE CALCULATED WITH REGARD TO APPLIED FOR RATE 

3. Unlike previous rating changes, where the approved interim rate change was only 

applied to existing Basic insurance certificates at the time of their renewal during the policy 

year (PY); the 15% Basic insurance rate decrease requested for PY 2021 will apply to all in-

force Basic insurance certificates, specifically as they cross the date of May 1, 2021, giving 

rise to a rebate.  The rebate reflects the lower premium for the remaining portion of the 

customers’ Basic insurance certificate from May 1, 2021 to the expiry date of the certificate.  

In order to facilitate the change to Enhanced Care, ICBC will need to make mid-term changes 

to coverage and rates for Basic insurance certificates that are in-effect until their 

expiration/renewal post May 1, 2021.  New Basic insurance certificates issued on or after 

May 1, 2021 will have the interim approved Basic insurance rate change included in their 

rates.  

4. ICBC is instructed by government directive dated 30 November, 20203 that: 

                                                           
1 Order in Council 633/2020 (bclaws.ca) adds the definition of "policy year" beginning May 1, 2021 and ending on 
March 31, 2023 into Special Direction IC2  
2 The customer estimation tool is available on ICBC.com. Once the interim rate change is approved by the BCUC, 
customers will be able calculate an estimate of their potential savings under the new Enhanced Care model prior to 
the start of the policy year, May 1, 2021 
3 Order in Council 631/2020 (bclaws.ca) 

https://www.bclaws.ca/civix/document/id/oic/oic_cur/0633_2020
https://www.bclaws.ca/civix/document/id/oic/oic_cur/0633_2020
https://www.bclaws.ca/civix/document/id/oic/oic_cur/0631_2020
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ICBC will not recover the Enhanced Care Rebate from recipients if the final rate 

approved by the BCUC for the 2021 Policy Year differs from the rate decrease 

for which ICBC has applied. 

ICBC will issue additional Enhanced Care Rebates if the BCUC approves a larger 

final rate decrease for the 2021 Policy Year than for which ICBC has applied. 

5. Accordingly, the amount of any additional rebate due to customers resulting from the 

BCUC approving a larger final rate decrease than the requested rate will be based on the 

difference between the approved interim rate change and the BCUC’s final rate change order.   

A.3 EFFECTIVE DATE OF IMPACT ON DRIVER PENALTY POINT PREMIUM 
AND DRIVER RISK PREMIUM  

6. In accordance with the government directive of August 3, 2018,4 premiums associated 

with the Driver Penalty Point Premium (DPP) and Driver Risk Premium (DRP) will reflect the 

general Basic insurance rate change once the BCUC has approved the final Basic insurance 

rate change for policy years after 2020. ICBC is required to implement the DPP and DRP rate 

change effective on the first day of the month at least 60 days following the date of the final 

order.  For clarity, if the final order is dated July 15, 2021, changes to the DPP and DRP will 

be applied on October 1, 2021.  

B DEFERRAL OF ANY DIFFERENCE BETWEEN INTERIM AND 
PERMANENT RATE 

7. Interim rate approvals allow the BCUC to readjust rates, if necessary, back to the date 

they were made interim.  If the BCUC’s final decision determines a Basic insurance rate to be 

other than as sought in this Application, ICBC proposes that, in recognition of the closed 

system in which rate setting occurs, and excepting the adjustments to the Enhanced Care 

rebates as directed by government and described in Section A.2 above; the difference be 

deferred until implementation of the approved Basic insurance rate arising from the next RRA 

on December 15, 2022.  

8. This is the least costly of the options available and causes least disruption for 

customers especially during a time of transition to a significantly different insurance model.  

Unlike regulated utility companies, it is difficult and costly for ICBC to re-adjust to differences 

between the interim and permanent rate changes during the course of the year, when 

customers routinely pay premiums at the outset of the year.  Implementing refunds or 

                                                           
4 Order in Council 458/2018 (bclaws.ca) 

https://www.bclaws.ca/civix/document/id/oic/arc_oic/0458_2018
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additional billings for Basic insurance rate payers is essentially a slow, manual process which 

puts additional cost onto ratepayers.  

9. In conclusion, ICBC submits that the most efficient and effective manner in which to 

deal with rate differentials would be to accommodate them in the next RRA due 

December 15, 2022.  
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A INTRODUCTION 

1. The legislative and regulatory framework in which the Insurance Corporation of British 

Columbia (ICBC) operates is established by the Legislature and the Lieutenant Governor in 

Council.  Section B of this Chapter provides an overview of this framework.  Section C 

discusses the recent introduction of legislation through the Attorney General Statutes (Vehicle 

Insurance Amendment Act, 2020 (Bill 11) that impacts the proposed rate change, specifically 

the introduction of Enhanced Care effective from May 1, 2021 and the associated changes in 

coverage.  Section D is an overview of the impact of the Government Directives (provided in 

Appendix 2D) and recent modifications to Special Direction IC2 to the BC Utilities Commission, 

BC Regulation 307/2004, as amended (Special Direction IC2) (provided in Appendix 2B) on 

the management of Basic capital.  Appendix 2C provides the most recent version of Special 

Direction IC2 prior to these changes. 

B THE GENERAL LEGAL AND REGULATORY FRAMEWORK 

2. ICBC receives its mandate from the Insurance Corporation Act, as amended, and 

specified sections of the Utilities Commission Act (UCA), as amended by the Government from 

time to time.1 

3. Under these two statutes, Government may, through the Lieutenant Governor in 

Council: 

 Provide government directives to ICBC pertaining to universal compulsory automobile 

insurance (Basic), which the BCUC is required to recognize and accept.2 

 Provide directions to the BCUC directly, in the form of a Special Direction, as to the 

manner in which ICBC is regulated.3 

 

                                                           
1 Section 44 of the Insurance Corporation Act limits the UCA application to ICBC.  For reference, section 44(1) states, 
in part, “Subject to subsections (3), (6) and (7), the Utilities Commission Act, other than sections 5(4) to (9), 22, 23 
(1) (a) to (d) and (2), 25 to 38, 40, 41, 43 (1) (b) (ii), 44.1, 44.2, 45 to 57, 59 (2) and (3), 60 (1) (b) (ii) and (2) 
to (4), Part 3.1, 97, 98, 106 (1) (k), 107 to 109 and 114, Parts 4 and 5 and sections 125.1 and 125.2 of that Act, 
applies to and in respect of the corporation as if it were a public utility…”. In addition, section 44(2) of the Insurance 
Corporation Act provides that ICBC is not a public utility. 
2 Section 3(1)(g) of Special Direction IC2: “when regulating and fixing universal compulsory vehicle insurance rates, 
regulate and fix those rates in a manner that recognizes and accepts actions taken by the corporation in compliance 
with government directives issued to the corporation.”    
3 Section 47 of the ICA and section 3 of the UCA. 
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C PRODUCT REFORM-RELATED FRAMEWORK AND ENHANCED 

CARE 

C.1 BACKGROUND  

4. For decades, auto insurance in BC was based on a full-tort system where the at-fault 

policyholder may be subject to legal action for injuries to others and damage to vehicles and 

property.  That changed in 2019 when Government introduced important reforms to the auto 

insurance system.  ICBC is now serving customers under two separate claims models: those 

claims where the crash happened before the April 2019 reforms (full-tort claims) and those 

claims that occurred after (modified-tort claims).  Among those changes were a new 

compensation framework centered on minor injuries and improvement to accident benefits.  

ICBC discussed the associated amendments to the Insurance (Vehicle) Act (IVA) and the Civil 

Resolution Tribunal Act (CRTA) in the 2019 Revenue Requirements Application (RRA), 

Chapter 2, Legislative and Regulatory Framework [collectively “RAAP Product Reform”].4 

5. Since the BCUC proceeding for the 2019 RRA, there have been some other legislative 

changes which are not relevant to support the proposed rate change in this Application.  These 

legislative changes which are summarized in Appendix 2A have a financial impact on the 

2020/21 fiscal year outlook, but do not impact the rate change being proposed and are 

provided for information only.  

C.2 ENHANCED CARE IS INTRODUCED 

6. On February 6, 2020, the Government of British Columbia announced its intent to 

implement a new care-based approach for automobile insurance.  This new Enhanced Care 

model reduces automobile insurance premiums for policyholders while giving British 

Columbians access to significantly improved accident benefits if they are injured in a crash, 

regardless of who is responsible.  

7. On March 4, 2020 the Government tabled Bill 11 which received Royal Assent on 

August 14, 2020 and sets out amendments to the IVA in respect of Enhanced Care that are 

to be brought into force and implemented by May 1, 2021.  An amended IVA will include 

several changes allowing ICBC to build and implement Basic insurance services focused on 

customer care and removing the adversarial nature of the tort system.  The changes are laid 

out in more detail in the Basic Insurance Tariff Amendments Application in Support of 

Enhanced Care (Tariff Amendment Application) filed contemporaneously with this Application.  

                                                           
4 Rate Affordability Action Plan. 

https://news.gov.bc.ca/releases/2020AG0009-000231
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8. Under Enhanced Care, benefits are payable for injury claims regardless of who is 

responsible for the accident and coverage is not just for drivers, it is extended to pedestrians, 

cyclists, and passengers injured in an automobile accident.  The types of benefits available 

include medical care and rehabilitation which have increased to up to at least $7.5 million, up 

from today’s maximum of $300,000; increased wage-loss payments; income replacement 

benefits including a retirement income benefit; caregiver benefits; recreational benefit, death 

benefits, and grief counselling.  Additional benefits for the most seriously injured include 

permanent impairment compensation and personal care assistance.  For more information on 

the significantly enhanced care and recovery benefits also referred to as Enhanced Accident 

Benefits in this Application, visit icbc.com/2021.  

9. For vehicle damage, the new Basic Vehicle Damage coverage will be included in an 

insured’s Basic insurance coverage.  In most situations, the not-at-fault driver will no longer 

need to sue an at-fault driver to cover the cost of vehicle repairs, replacement, and loss of 

use.  These costs will be included as part of the insured’s policy and will cover their losses up 

to the percentage they are not at fault.   

10. As with injury claims, there will be some exceptions, set out in Division 2 of Part 11 of 

the amended IVA that preserve the ability to sue certain parties for vehicle damage where an 

accident occurs on or off highway. 

11. The Enhanced Care model does not mean that at-fault drivers will not face 

consequences; it means that drivers will receive benefits regardless of who is at fault for a 

crash.  There will be no change to the current rating model where Basic insurance premiums 

reflect the risk of those that drive the vehicle.  Crashes will still follow the at-fault driver’s risk 

factor for rating purposes. 

C.3 TRANSITION TO ENHANCED CARE 

12. Bill 11 makes significant changes to the IVA.  While some sections of Bill 11 amending 

the IVA came into force with Royal Assent on August 14, 2020, the majority of the 

amendments to the IVA are to be brought into force by regulation of the Lieutenant Governor 

in Council.  The remaining amendments to the IVA made in Bill 11 are expected to be in force 

and implemented by May 1, 2021.   

13. The provisions in Government Directive regarding ICBC’s Application for a General 

Rate Change Order for the 2021 Policy Year in Appendix 2D allow ICBC to determine a rate 

https://2021.icbc.com/more-care
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change for PY 2021 in advance of the above regulations being in force and in advance of 

BCUC’s approval of the Tariff pages in the Tariff Amendment Application.  

14. Amendments to the IVA that are set out in Section 42 of Bill 11 and to come into force 

by May 1, 2021, will transition all policies already in effect on May 1, 2021.  Government 

Directive regarding ICBC’s Application for a General Rate Change Order for the 2021 Policy 

Year requires that an Enhanced Care rebate for those Basic insurance policy (certificate)5 

holders who purchased a policy between May 2, 2020 and April 30, 2021, for that portion of 

the policy that extends beyond April 30, 2021.  This rebate is to be based on the rate change 

applied for in this Application and the rate design reflected in the Tariff pages attached to the 

Letter of Direction and filed in the Tariff Amendment Application.   

15. To further public trust in ICBC, the BC government announced6 that it will be 

establishing an independent Fairness Office and appointing a new Fairness Officer to improve 

the transparency and accountability of ICBC.  New legislation will be required to establish the 

Fairness Office and role of the Fairness Officer which, on the date of this Application, has not 

yet been introduced. 

16. The independent Civil Resolution Tribunal and BC Ombudsperson are also available to 

help resolve disputes and ensure customers are being treated fairly. 

D IMPACT OF FRAMEWORK ON CAPITAL MANAGEMENT 

17. The framework, as amended, determines the capital management provisions that are 

included in the actuarial rate indication underlying the requested rate decrease.   

18. Special Direction IC2 (section 3(1)(d)) requires that the BCUC ensure that rates are 

set in accordance with “the capital management plan”.  The capital management plan is 

defined as being the plan most recently approved by BCUC and which includes capital 

maintenance and capital build provisions.   

 The purpose of the capital maintenance provision is to maintain the Basic capital at 

the desired capital management target level by providing for the additional capital 

needed to keep pace with the growth in ICBC’s business.  

 The purpose of the capital build provision is to build the Basic capital to the desired 

capital management target level. 

                                                           
5 The legislation refers to an insurance certificate rather than a policy. 
6 https://globalnews.ca/news/6479115/icbc-fairness-office/ 

https://2021.icbc.com/less-legal-costs#lawyer
https://globalnews.ca/news/6479115/icbc-fairness-office/
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19. In accordance with Special Direction IC2 (section 3(1)(e)), the capital management 

plan in existence on May 27, 2016 is the most recent plan approved by BCUC and it includes 

a capital management target of 145% of the Minimum Capital Test (MCT)7 as well as formulae 

for calculating the capital maintenance and capital build provisions.  However, Special 

Direction IC2 as amended by Order in Council 633/2020, December 14, 2020 (B.C. Reg 

281/2020) directs that the BCUC must set rates for PY 2021: 

 Using a calculation for the capital maintenance provision that neither increases nor 

decreases the rate change. 

 Adding a capital build provision that would result in the addition of 11.5 percentage 

points to the rate change to cover costs after accounting for the effect of investment 

income and expenses that vary with the amount of premium collected from a 

policyholder.    

20. The value of the Basic MCT ratio to be used for this Application is specified in Special 

Direction IC2 [section 1.1].  The MCT must be determined: 

 Using data available from the most recently completed quarter of the fiscal year at 

the time ICBC files the RRA (in this case the second quarter (Q2) of the 2020/21 

fiscal year), and 

 Based on that data, by projecting the MCT as at the end of that fiscal year. 

21. The Outlook Basic MCT ratio for the end of the 2020/21 fiscal year is provided in 

Figure 2.1.  Figure 2.1 also provides the most recent quarter’s actual Basic MCT ratio (actual 

year to date value as of Q2 of the 2020/21 fiscal year) in accordance with BCUC Order 

G-81-15.8 

Figure 2.1 – 2020/21 Basic MCT Ratios as of Q2 of the 2020/21 Fiscal Year 

2020/21 Basic MCT Ratios Value of MCT Ratio 

Actual Year to Date Basic MCT Ratio  28% 

Outlook Basic MCT Ratio for the end of the 2020/21 fiscal 

year 
5% 

                                                           
7 MCT is defined to mean the term described in the Guideline for Minimum Capital Test for Federally Regulated 
Property and Casualty Insurance Companies issued by the Office of the Superintendent of Financial Institutions of 
Canada as that guideline is amended or replaced from time to time. 
8 Order G-81-15, page 26. 
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22. The calculation of the Outlook Basic MCT Ratio for the end of the 2020/21 fiscal year 

is shown in Chapter 7, Compliance Reporting, Appendix 7A, Performance Measures, 

Attachment 7A.1. 

23. As can be seen from Figure 2.1, the Basic MCT ratio is significantly below the capital 

management target of 145%, and also below the regulatory minimum of 100% MCT that 

would apply but for its suspension in PY 2021.9  The 11.5 percentage point capital build 

provision will allow ICBC to rebuild its depleted capital over the 23-month term of PY 2021, 

while still providing a significant rate decrease for Basic policyholders.  The capital build 

provision will also provide a cushion to manage potential unexpected costs that could arise in 

the future and help maintain rate stability for the benefit of customers in future policy years. 

E CONCLUSION  

24. This Application is based on and adheres to the legislative and regulatory framework, 

with changes to the framework since the 2019 RRA as highlighted in this Chapter and its 

Appendices. 

                                                           
9 Special Direction IC2 section 3(1)(b) otherwise requires the BCUC to set Basic insurance rates to allow ICBC to 
maintain the regulatory minimum requirement that the Basic minimum capital test (MCT) is at least 100%.  This 
regulatory minimum requirement for Basic MCT is not in effect for PY 2021 in accordance with Special Direction IC2 
section 3(1.2).  
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A INTRODUCTION 

1. Since the 2019 Revenue Requirements Proceeding, there have been some other 

legislative changes, which do not impact the proposed rate change in this Application, but 

have an impact on the 2020/21 fiscal year financial outlook.  These legislative changes are 

summarized below.   

2. As explained in Chapter 2, Legislative and Regulatory Framework, Section C, ICBC will 

be managing three kinds of claims (full-tort, modified-tort, and new claims) for many years 

to come.  Recent changes in legislation that apply to the first two kinds of claims affect 

operations and current fiscal year financial information described in some of the compliance 

reporting appendices in Chapters 7, Compliance Reporting.  There are therefore references to 

these legislative changes throughout the Application.  Legislation that pertains to new claims 

under Enhanced Care from May 1, 2021 is addressed in Chapter 2 and serves as the legislative 

framework for the actuarial rate indication in Chapter 3, Actuarial Rate Level Indication 

Analysis.   

B LEGISLATIVE CHANGES FOR TORT CLAIMS 

3. On February 11, 2019, the government announced changes to the British Columbia 

Supreme Court (BCSC) Civil Rules designed to reduce legal costs and increase efficiency 

in motor vehicle litigation by limiting the use of adversarial expert evidence and encouraging 

the use of neutral court-appointed experts and experts shared by the parties.  Cabinet 

approved further amendments to court rules on March 22, 2019, providing an increased 

transitional period for the implementation of the changes announced in February.  These 

amendments were meant to minimize the impact of the new court rules on cases before the 

courts.  Rule 11-8(11) exempted parties to a motor vehicle action from the limit on adversarial 

experts in Rule 11-8(3) if the trial date was on or before December 31, 2019.   

4. On April 17, 2019, the Trial Lawyers Association of British Columbia (TLABC) filed a 

petition in the BCSC seeking a declaration that Order in Council No. 40/2019 and Order in 

Council No. 131/2019 enacting and amending Rule 11-8 (the “Rule 11-8 Orders”) were 

unconstitutional and of no force and effect, being contrary to section 96 of the Constitution 

Act, 1867 (U.K.), 30 & 31 Vict. c. 3, or alternatively that the Rule 11-8 Orders were not 

authorized by the Court Rules Act, R.S.B.C. c. 80.  The petitioners also sought an order that 

the Rule 11-8 Orders be set aside and that they be awarded special costs in these proceedings.  



 

2021 RRA Chapter 2 Appendix 2A – Recent Legislative Changes  

Insurance Corporation of British Columbia 2A-2 
December 15, 2020 

5. In a ruling of October 24, 2019, the Chief Justice of the BCSC declared that the 

Rule 11-8 Orders were, in part, contrary to s. 96 of the Constitution Act, 1867, and thus 

unconstitutional and of no force or effect.  In the result, sub Rules 11-8 (3), (4), and (5) and 

sub Rules 11-8(10) and (11) were set aside.  

6. In response to the October 24, 2019 ruling, on February 24, 2020, the Government 

introduced the Evidence Amendment Act, 2020 (Bill 9), which subsequently received Royal 

Assent on July 8, 2020.  The amendments limit the number of experts and expert reports that 

may be entered in evidence, subject to judicial discretion to allow additional reports.  The 

amendments also provide for a limit on recovery of disbursements with regards to expert 

reports and overall disbursement limits.  These amendments will limit the legal costs 

associated with tort claims. 

C LEGISLATIVE CHANGES FOR MODIFIED TORT CLAIMS 

7. As discussed in the 2019 Revenue Requirements Application (RRA), Chapter 2, 

Legislative and Regulatory Framework amendments to the Insurance (Vehicle) Act, (IVA) and 

the Civil Resolution Tribunal Act, (CRTA) received royal assent on May 17, 2018.   

8. On April 1, 2019, Trial Lawyers Association of British Columbia filed a civil claim 

seeking declarations that the amendments to both the IVA and the CRTA in respect of the 

minor injury definition and the jurisdiction of the Civil Resolution Tribunal were 

unconstitutional.  These are two key components of the product reform changes that came 

into effect on April 1, 2019 under ICBC’s Rate Affordability Action Plan. 

9. From August 10 to August 14, 2020, a summary trial application was heard before the 

Chief Justice of the BCSC specifically related to the jurisdiction of the Civil Resolution Tribunal.   

10. If the judgment to the constitutional challenge of ICBC’s Rate Affordability Action Plan 

product reform is unfavourable, it is expected that there will be a significant increase in the 

number of claims requiring litigation.  This will, in turn, increase the claims costs and the 

amount of work to be completed by defence counsel and the number of resource hours 

required to handle the increase in the number of litigated claims. 

https://www.leg.bc.ca/parliamentary-business/legislation-debates-proceedings/41st-parliament/5th-session/bills/progress-of-bills
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ORDER IN COUNCIL NO. 633 

(633/20) AMENDING SPECIAL 
DIRECTION IC2 



PROVINCE OF BRITISH COLUMBIA 

ORDER OF THE LIEUTENANT GOVERNOR IN COUNCIL 

Order in Council No. 633 , Approved and Ordered December 14, 2020, 

Executive Council Chambers, Victoria 

On the recommendation of the undersigned, the Lieutenant Governor, by and with the advice and consent of the 
Executive Council, orders that Special Direction IC2 to the British Columbia Utilities Commission, B.C. Reg. 307/2004, is 
amended as set out in the attached Schedule. 

//t:.=,~~ 

Minister of Public Safety and Solicitor General 

(This part is for administrative purposes 011/y and is not part of the Order.) 

Authority under which Order is made: 

Act and section: Insurance Corporation Act, R.S.B.C. 1996, c. 228, ss. 44 and 47 

Other: OIC 647/2004 

page I of 3 

DEPOSITED 
December 14, 2020 

B.C. REG. 281/2020 

/ 

Rl0466343 



SCHEDULE 

1 Section 1 (1) of Special Direction IC2 to the British Columbia Utilities Commission, 
B.C. Reg. 307/2004, is amended 

(a) by repealing the definition of "extended policy period", and 

(b) in the definition of "policy year" by repealing paragraphs (a) and (b) and by 
adding the following paragraphs: 

(b.1) the period beginning on April 1, 2020 and ending on April 30, 2021; 

(b.2) the period beginning on May 1, 2021 and ending on March 31, 2023;. 

2 Section 3 (1) is amended 

(a) by repealing paragraphs (a.OJ) to (a.2), 

(b) by adding the following paragraphs: 

(a.4) despite paragraph (a), require the corporation to apply by December 15, 
2020 for a general rate change order for rates to be effective May 1, 2021; 

(a.5) during the 2021 policy year, refrain from issuing a general rate change order 
for that policy year unless the corporation applies for the order;, 

(c) in paragraph (c) by striking out "paragraphs (g) and (i) to (t)" and substituting 
"paragraphs (g) and (i) to (v)", · 

(d) in paragraph (c) (i) (B) by striking out ''March 31, 2018" and substituting 
''March 31, 2020" and by striking out "November, 2018" and substituting 
"November, 2020", 

(e) in paragraph (c) (ii) by striking out "April 1, 2017" and substituting "April 1, 
2020", 

(f) in paragraph (c) (ii) by striking out "and extensions", by striking out "and 
extension" and by striking out ''Extension and", 

(g) in paragraph (c) (ii) by striking out "November 1, 2018" and substituting 
"August 21, 2020", and 

(h) by adding the following paragraphs: 

(e.l) despite paragraph (d), for the 2021 policy year, ensure that rates are.set in 
accordance with the capital management plan in existence on May 27, 2016, 

(i) excluding the capital build or release provisions of that plan, 

(ii) substituting a capital build provision that would result in an 
11.5 percentage point increase to the general rate change, after 
accounting for the effect on the capital build amount of investment 
income and expenses that vary with the amount of premium collected 
from a policyholder, and 

page 2 of 3 



(iii) using a calculation in relation to the capital maintenance provision 
that neither increases nor decreases the percentage number of a rate 
change fixed by a general rate change order for the 2021 policy year; 

(u) despite paragraph (i), within 30 days of the corporation applying in 
accordance with the government directive dated November 30, 2020 for 
changes to rates, including a rebate, in connection with the Attorney 
General Statutes (Vehicle Insurance) Amendment Act, 2020, approve and 
set the changes to rates; 

(v) despite paragraph (i), when regulating and fixing universal compulsory 
vehicle insurance rates for the 2021 policy year, regulate and fix those rates 
in accordance with 

(i) the government directive to the corporation dated November 30, 
2020 for changes to rates, including a rebate, in connection with the 
Attorney General Statutes (Vehicle Insurance) Amendment Act, 2020, 
and 

(ii) the government directive to the corporation dated November 30, 
2020 in relation to its application for a general rate change order for 
the 2021 policy year. 

3 Section 3 (1.1) is amended 

(a) by adding "other than the 2021 policy year," after "vehicle insurance rates,", and 

(b) by adding "and" at the end of paragraph ( a), by striking out "and" at the end of 
paragraph (b) and by repealing paragraph (c). 

4 Section 3 (1.2) and (1.3) is amended by striking out "the extended policy period or". 

5 Section 3.1 is repealed. 

6 Section 3.2 is amended by adding the following subsection: 

(3) The rate change order referred to in subsection (1) (b) is deemed to apply to the 
2020 policy year as defined in paragraph (b.1) of the definition of "policy year" 
in section 1 (1 ). 

7 The following section is added: 

Directions relating to 2022 

3.3 Despite section 3, the commission must, by January 15, 2021, exempt the corporation 
from the requirements to 

(a) apply for a general rate change order by December 15, 2021, and 

(b) file with the commission any reports and information that, but for the 
exemption, the corporation would have been required to file with the 
application in support of a general rate change order described in 
paragraph (a). 

page 3 of3 
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Insurance Corporation Act 

SPECIAL DIRECTION IC2 TO THE 
BRITISH COLUMBIA UTILITIES COMMISSION 

B.C. Reg. 307/2004 

Contents 
Definitions 

1.1 MCT 
1.2 [Repealed] 
2 Application 
3 Directions relating to the corporation generally 

3.1 Directions relating to the extended policy period 
3.2 Directions relating to the 2020 policy year 
4 Directions relating to the corporation's optional vehicle insurance business 

Definitions 

1 (1) In this Special Direction: 

"Act" means the Insurance Corporation Act; 

"capital available" means capital available as that term is described in the MCT 
guideline; 

"capital management plan" means the corporation's capital management plan in 
relation to the corporation's universal compulsory vehicle insurance business 
that 

(a) was most recently approved by the commission, and 

(b) includes capital maintenance and build or release provisions; 

"capital management target" means the MCT target, determined in the capital 
management plan, that is the total of the following: 

(a) the MCT required under section 3 (1) (b); 

(b) the margin, expressed in percentage points of MCT, that reflects the corpo
ration's risk profile in relation to the corporation's universal compulsory 
vehicle insurance business and its ability to respond to adverse events that 
arise from those risks; 

(c) any additional margin, expressed in percentage points of MCT, consistent 
with relatively stable and predictable universal compulsory vehicle 
insurance rates; 

"customer renewal credit" means a one-time, non-refundable, non-transferable 
credit that is 

(a) available to an existing universal compulsory vehicle insurance 
policyholder, 

(b) applied to reduce the universal compulsory vehicle insurance premium paid 
by the policyholder at the time of the policyholder's next renewal, and 
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(c) redeemable only within 12 months of the effective date of the order of the 
commission that approves the customer renewal credit; 

"excess capital available" means universal compulsory vehicle insurance capital 
available in excess of the capital reflected in the capital management target 
specified in the capital management plan; 

"existing rates" means the universal compulsory vehicle insurance rates in effect on 
the date the corporation files an application for a general rate change order; . 

"extended policy period" means the period beginning on November 1, 2018 and 
ending on March 31, 2019 that is included in the 2017 policy year; 

"fiscal year" means the applicable fiscal year under section 22.1 of the Act; 

"general rate change order" means a commission order that 

(a) fixes rates, expressed as a percentage change from ex1stmg rates, for 
universal compulsory vehicle insurance to cover the overall revenue 
requirements of the corporation's universal compulsory vehicle insurance 
business, and 

(b) does not include an order relating to rate design or customer renewal credit; 

,;'loss costs" means the average amount of claims cost per universal compulsory 
vehicle insurance policy on an annualized basis, determined on the basis of 
accepted actuarial practice; 

"loss costs forecast variance" means the difference, expressed in percentage points 
of a rate change fixed in a general rate change order, between 

(a) the loss costs provision reflected in existing rates, and 

(b) the loss costs that have emerged; 

"MCT" means MCT as that term is described in the MCT guideline; 

"MCT guideline" means the Guideline for Minimum Capital Test (MCT) for 
Federally Regulated Property and Casualty Insurance Companies issued by the 
Office of the Superintendent of Financial Institutions Canada as that guideline is 
amended or replaced from time to time; 

"policy year" means one of the following, as applicable: 

(a) the 12-month period beginning on November 1, 2016 and ending on 
October 31, 2017; 

(b) the period beginning on November 1, 2017 and ending on March 31, 2019; 

(c) in any other case, the 12-month period beginning on April 1 in one year and 
ending on March 31 in the next year. 

(2) In this regulation, a reference to a policy year that is described by a numerical 
reference to a calendar year is a reference to the policy year beginning in that 
calendar year. 

[am. B.C. Regs. 229/2009, s. (a}; 108/2010, s. 1; 115/2013, s. 1; 215/2016, s. 1; 171/201 B, s. 1.] 
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MCT 

1.1 For each policy year for which the commission fixes universal compulsory vehicle 
insurance rates, the MCT must be determined 

(a) using data available from the most recently completed quarter of the fiscal 
year at the time the corporation files an application for a general rate change 
order, and 

(b) based on that data, by projecting the MCT as at the end of that fiscal year. 
[en. B.C. Reg. 215/2016, s. 2.] 

1.2 Repealed. [B.C. Reg. 171/2018, s. 2.] 

Application 

2 This Special Direction is issued to the commission under Division 2 of Part 2 of the 
Act. 

[am. B.C. Regs. 215/2016, s. 3; 16/2020, s. 1.] 

Directions relating to the corporation generally 

3 (1) With respect to the exercise of its powers and functions under the Act in relation 
to the corporation generally, the commission must_ do all of the following: 

(a) require the corporation to apply for a general rate change order by 
December 15 of each year to ensure that rates for the corporation's universal 
compulsory vehicle insurance business are effective by April 1 of the next 
year; 

(a.01) require the corporation to include, with its application for a general rate 
change order to be made by December 15, 2018, those reports and statistics 
that, but for paragraph (a), the corporation would have been required to file 
with the commission by August 31, 2018; 

(a.I) for the 2017 policy year, issue the following orders by January 12, 2018, 
based on the evidence filed with the commission by December 12, 2017: 

(i) its final general rate change order; 

(ii) any other final orders in respect of the corporation's revenue require
ments application that was filed with the commission on 
September 15, 2017; 

(a.2) for the purpose of fixing rates applicable to the extended policy period, by 
August 31, 2018, reconsider and vary the commission's final general rate 
change order issued January 12, 2018 to ensure that the order 

(i) applies, based on evidence filed with the commission by 
December 12, 2017, to the extended policy period included in the 
2017 policy year, 

(ii) recognizes that the corporation is not required to apply for a general 
rate change order before December 15, 2018, and 
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(iii) recognizes that the corporation is not required to file with the 
commission, before December 15, 2018, those reports and statistics 
that, but for paragraph (a), the corporation would have been required 
to file with the commission by August 31, 2018; 

(a.3) despite paragraph (a), require the corporation to apply by February 16, 
2020, for a general rate change order for rates to be effective April 1, 2020; 

(b) set rates for the corporation's universal compulsory vehicle insurance 
business in a way that will allow the corporation to maintain, in relation to 
its universal compulsory vehicle insurance business, at least 100% ofMCT; 

(c) subject to paragraphs (g) and (j) to (t) for each policy year for which the 
commission fixes universal compulsory vehicle insurance rates, fix those 
rates on the basis of accepted actuarial practice so that those rates allow the 
corporation to collect sufficient revenue 

(i) to pay the following: 

(A) the costs that are to be incurred by the corporation in that policy 
year for road safety programs under section 7 (i) of the Act, 
including, without limitation, payments by the corporation to 
any level of government with respect to road safety; 

(B) the costs that are to be incurred by the corporation in that policy 
year for vehicle licensing, driver licensing and other services 
and activities of the corporation under section 7 (g) and (h) of 
the Act that are to be undertaken in that policy year in 
accordance with the agreement entitled "Service Agreement 
between The Ministry of Public Safety and Solicitor General 
and the Insurance Corporation of British Columbia" and dated 
as of September 1, 2003, including amendments and extensions 
to that agreement up to and including the amendment and 
extension entitled "Service Agreement Addendum Changes in 
Costs and Services to March 31, 2018" and executed . in 
November, 2018; 

(C) the payments that the corporation is to make in that policy year 
under the agreement entitled "Memorandum of Understanding 
between B.C. Provincial Government and ICBC" and executed 
in February, 2003; 

(D) the remuneration that the corporation is to pay in that policy 
year to persons appointed as agents by the corporation under 
section 9 .2 of the Act for collecting government fees, fines and 
other amounts payable by the corporation to the government 
and for collecting premiums, fees, debts and other revenue on 
behalf of the corporation, 

(ii) to make the payments the corporation agreed to make under the 
agreement, dated for reference April 1, 2017, between the 
corporation and the government as represented by the Minister of 
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Public Safety and Solicitor General entitled "Traffic and Road Safety 
Law Enforcement Funding Memorandum of Understanding", 
including amendments and extensions to that agreement up to and 
including the amendment and extension entitled "Extension and 
Amendment to Traffic and Road Safety Law Enforcement Funding 
Memorandum of Understanding", dated for reference November 1, 
2018, and 

(iii) to achieve or maintain, as the case may be, the MCT requirement 
under paragraph (b); 

(d) ensure that rates are set in accordance with the capital management plan; 

(e) despite paragraph (d), for each policy year up to and including the 2020 
policy year, ensure that rates are set in accordance with the capital 
management plan in existence on May 27, 2016, 

(i) excluding the capital build or release provisions of that plan, and 

(ii) using a calculation in relation to the capital maintenance provision 
that neither increases nor decreases the percentage number of a rate 
change fixed by a general rate change order for that policy year; 

(f) Repealed. [B.C. Reg. 171/201 a, s. 3 (e).] 

(g) when regulating and fixing universal compulsory vehicle insurance rates, 
regulate and fix those rates in a manner that recognizes and accepts actions 
taken by the corporation in compliance with government directives issued 
to the corporation; 

(h) for each policy year for which the commission fixes universal compulsory 
vehicle insurance rates, approve a customer renewal credit if 

(i) there is excess capital available, 

(ii) the customer renewal credit will not result in the MCT falling below 
the capital management target specified in the capital management 
plan, and 

(iii) the commission determines that rates fixed by general rate change 
orders will remain relatively stable and predictable despite the 
approval of the customer renewal credit; 

(i) subject to subsection (2) of this section, ensure that universal compulsory 
vehicle insurance rates are not based on age, gender or marital status; 

(j) ensure that increases or decreases in universal compulsory vehicle 
insurance rates are phased in in such a way that those rates remain relatively 
stable and predictable; 

(k) despite paragraph (j), within 20 days of the corporation applying for 
approval of a high-value vehicle charge in accordance with a government 
directive, approve and set the rates for the charge; 

(I) despite paragraph (j), within 20 days of the corporation applying in 
accordance with a government directive for approval of changes to rates in 
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relation to multiple chargeable claim payments, approve and set changes to 
rates to ensure that rates set at the maximum discount on the claim-rated 
scale, and which currently would not increase on account of a second or 
third chargeable claim payment made within 3 years, will increase when 2 
or more chargeable claim payments are made within 3 years, and a 
chargeable claim payment will result in moving no less than 6 levels on the 
claim-rated scale regardless of the original level; 

(m) despite paragraph (j), within 20 days of the corporation applying in 
accordance with a government directive for approval of changes to rates so 
that convictions for the use of an electronic device while driving are 
included in determining the annual driver risk premium payable by a person 
for a driver's certificate, approve and set the changes to rates; 

(n) despite paragraphs (j) and (1), within IO days of the corporation applying in 
accordance with a government directive to not implement the changes to 
rates approved pursuant to paragraph (1), approve and set rates that do not 
include the changes set out in paragraph (l); 

(o) despite paragraph (j); within 45 days of the corporation applying in 
accordance with the government directive dated August 3, 2018 for a 
redesign of rates, regulate and fix the rates using the factors, criteria and 
guidelines set out in that government directive; 

(p) despite paragraph (j), within IO days of the corporation applying in 
accordance with the government directive dated April 18, 2019 for changes 
to its rate design, approve and set the changes to rates; 

(q) despite paragraph (j), within 20 days of the corporation applying in 
accordance with the government directive dated June 26, 2019 for approval 
of changes to rates in connection with the modernization of passenger trans
portation services, approve and set the changes to rates; 

(r) despite paragraph (j), within IO days of the corporation applying in 
accordance with the government directive dated August I 6, 2019 for 
changes to its rate design, approve and set the changes to rates effective 
September 1, 2019; 

(s) despite paragraph (j), within IO days of the corporation applying in 
accordance with the government directive dated November 15, 2019 for 
changes to its rate design, approve and set the changes to rates effective 
January 1, 2020; 

(t) despite paragraph (j), within IO days of the corporation applying in 
accordance with the government directive dated February 14, 2020 for 
approval of changes to rates in connection with the modernization of 
passenger transportation services, approve and set the changes to rates. 

(1. 1) Despite subsection (1) (c) and (e) (i) of this section, for each policy year for which 
the commission fixes universal compulsory vehicle insurance rates, 
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(a) the commission may, in accordance with the capital management plan, 
exclude some or all of that policy year's loss costs forecast variance from 
the rate fixed by a general rate change order, 

(b) the percentage number of a rate change fixed by a general rate change order 
must differ from the percentage number of a rate change fixed by the 
previous general rate change order by no more than 1.5, and must not 
decrease existing rates, and 

(c) for the 2016 policy year, the percentage number of a rate change fixed by a 
general rate change order must not exceed 4.9. 

(1.2) Subsection (1) (b) and (c) (iii) does not apply with respect to the fixing of rates 
for the extended policy period or the 2019, 2020 and 2021 policy years. 

(1.3) Despite the definition of "capital management target" in section 1, for the 
extended policy period or the 2019, 2020 and 2021 policy years, the capital 
management target is 145% ofMCT. 

(2) The commission may approve universal compulsory vehicle insurance rates that 
provide discounts to or are otherwise preferential for 

(a) persons who are at least 65 years of age, or 

(b) persons with disabilities. 

(3) In regulating and fixing rates for the corporation, the commission must treat any 
premiums levied under section 34 (3) of the Insurance (Vehicle) Act as revenue 
for the corporation's universal compulsory vehicle insurance business. 

(4) In this section, "government directive" means a directive in writing to the 
corporation 

(a) given by the minister responsible for Part 1 of the Act, and 

(b) approved by the Lieutenant Governor in Council. 
[am. B.C. Regs. 313/2004, s. 1; 300/2005; 155/2007, s. 1; 229/2009, ss. (b} and (c); 108/2010, 

s. 2; 116/2012, ss. (a) and (b); 115/2013, s. 3; 20/2014; 192/2015, s. 3; 215/2016, s. 4; 
288/2016; 319/2016; 81/2017; 119/2017; 165/2017, ss. 1 and 2; 240/2017; 7/2018; 22/2018; 
25/2018; 70/2018; 171/2018, ss. 3 to 5; 172/2018; 270/2018; 99/2019; 159/2019; 190/2019; 
259/2019; 263/2019; 49/2020.] 

Directions relating to the extended policy period 

3.1 For the purpose of fixing rates for the extended policy period, the commission must 
take all of the following factors and guidelines into consideration: 

(a) the extended policy period is a period of transition for the corporation; 

(b) during the remainder of the 2017 policy year, the corporation will be 
redesigning rates in accordance with the Insurance (Vehicle) Act, as 
amended by the Insurance (Vehicle) Amendment Act, 2018; 

(c) the corporation is required by this regulation to apply, by December 15, 
2018, for a general rate change order for the 2019 policy year; 
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(d) rates are to remain stable and predictable during the extended policy period. 
[en. B.C. Reg. 171/2018, s. 6.] 

Directions relating to the 2020 policy year 

3.2 (I) Despite section 3, the commission must do all of the following by February 14, 
2020: 

(a) exempt the corporation from the requirements to 

(i) apply for a general rate change order for the 2020 policy year by 
February 16, 2020, 

(ii) file with the commission any reports and information that, but for the 
exemption, the corporation would have been required to file with the 
application for a general rate change order described in 
subparagraph (i), 

(iii) make the following reports for the corporation's 2019/2020 fiscal 
year: 

(A) an annual road safety report; 

(B) an annual report on performance statistics; 

(C) an annual information technology capital expenditure plan, and 

(iv) file with the commission a report on the corporation's data and 
analytics platform project that, but for the exemption, the corporation 
would have been required to file by March 31, 2020; 

(b) issue a final general rate change order for the 2020 policy year fixing the 
percentage number of the rate change at 0. 

(2) The commission must require the corporation to file the report described in 
subsection (1) (a) (iv) as part of the corporation's application for a general rate 
change order for the 2021 policy year. 

[en. B.C. Reg. 16/2020, s. 2.] 

Directions relating to the corporation's optional vehicle insurance business 

8 

4 (1) With respect to the exercise of its powers and functions under the Act in relation 
to the corporation's optional vehicle insurance business, the commission must 
not fix rates applicable to optional insurance. 

(2) In determining, under section 12 of the Utilities Commission Act, whether 
disclosure of information with respect to the corporation's optional vehicle 
insurance business is necessary for the administration of the Utilities Commission 
Act as it applies to the corporation, the commission must consider the effect of 
disclosure of the information on the corporation's ability to compete in the 
optional vehicle insurance market on a basis similar to its competitors and the 
harm to the corporation's competitive position that may result from the disclosure 
of the information. 

[am. B.C. Regs. 313/2004, s. 2; 155/2007, s. 2; 108/2010, s. 3.] 
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APPENDIX 2D 

ORDER IN COUNCIL NO. 632 

(632/20) APPROVING THE 
NOVEMBER 30, 2020 

GOVERNMENT DIRECTIVE 



 

PROVINCE OF BRITISH COLUMBIA 

ORDER OF THE LIEUTENANT GOVERNOR IN COUNCIL 

Order in Council No. , Approved and Ordered 

Lieutenant Governor 

Executive Council Chambers, Victoria 

Minister of Public Safety and Solicitor General  Presiding Member of the Executive Council 

(This part is for administrative purposes only and is not part of the Order.) 

Authority under which Order is made: 

Act and section: Insurance Corporation Act, R.S.B.C. 1996, c. 228, s. 47 

 Other: B.C. Reg. 307/2004, s. 3 (4) 

O10466243 

page 1 with attachment 

On the recommendation of the undersigned, the Lieutenant Governor, by and with the advice and consent of the 
Executive Council, orders that approval is given to the attached government directive issued by the Minister of Public Safety 
and Solicitor General to the Insurance Corporation of British Columbia and dated November 30, 2020. 
 

632 December 14, 2020



 
BRITISH  

COLUMBIA 

Ministry of Office of the Minister Mailing Address:  
Public Safety  Parliament Buildings 
and Solicitor General   Victoria BC  V8V 1X4 
  
    
    
  
     

November 30, 2020 
 
Joy MacPhail 
Chair 
Board of Directors, Executive Office 
Insurance Corporation of British Columbia 
517-151 West Esplanade 
North Vancouver, BC  V7M 3H9 
 
RE: ICBC’s Application for a General Rate Change Order for the 2021 Policy Year  
 
Dear Joy MacPhail, 
 
The Government of British Columbia has announced its intent to implement a new care-based 
approach for automobile insurance and confirmed this direction through the passing of the 
Attorney General Statutes (Vehicle Insurance) Amendment Act, 2020 which received Royal 
Assent on August 14, 2020. This new Enhanced Care model will reduce automobile insurance 
premiums for policyholders while giving British Columbians access to significantly enhanced 
accident benefits if they are injured in a crash. 
 
I am writing to provide direction to the Insurance Corporation of British Columbia 
(ICBC) regarding: 
 

1) The inclusion of a provision in rates for building capital during the 23-month 
transitional policy period beginning May 1, 2021 through to March 31, 2023 
(2021 Policy Year); and 

2) Other items necessary to establish and manage the 2021 Policy Year. 
 
Capital Build Provision 
 
ICBC’s Basic insurance rates typically include a capital maintenance provision for 
maintaining its capital levels in the face of business growth. They also include a capital 
build (release) provision when capital levels are below (above) levels specified in Special 
Direction IC2 to the British Columbia Utilities Commission.   
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As a transitional measure in recognition of the adoption of Enhanced Care model, the 
standard capital provisions need to be modified.  ICBC is hereby directed to reflect in 
rates for the 2021 Policy Year: 
 

• A capital build provision for the 2021 Policy Year that would result in an 
11.5 percentage point increase to the general rate change, after accounting for 
the effect on the capital build amount of investment income and expenses that 
vary with the amount of premium collected from a policyholder; and 

• A capital maintenance provision that neither increases nor decreases the 
percentage number of the actuarially indicated rate change. 

 
These modifications allow the benefits of the Enhanced Care model to flow to Basic 
policy holders immediately, while still making a significant contribution to capital 
reserves that can help provide for stabilization of Basic insurance rates in the future.  
 
Other Items 
 
ICBC is hereby directed to file a 23-month Basic insurance Revenue Requirements 
Application with the British Columbia Utilities Commission (BCUC) for the 2021 Policy 
Year, in which the proposed general rate change reflects the following: 
 

a) That the Enhanced Care Rebate has been issued as contemplated in the Letter of 
Direction – Tariff Amendment Application in Support of Enhanced Care and 
Enhanced Care Rebate dated November 30, 2020; 

b) That the Enhanced Care model is based on Manitoba Public Insurance’s accident 
benefit insurance model with the specified exceptions outlined in this government 
directive (Enclosure); 

c) The amended Tariff pages in Support of Enhanced Care forming part of the Letter of 
Direction – Tariff Amendment Application in Support of Enhanced Care and 
Enhanced Care Rebate dated November 30, 2020 that are pending BCUC approval; 

d) The capital provisions specified in this government directive; and, 
e) That the rate change, once approved by the BCUC on a final basis, shall remain in 

place for the rest of the 23-month 2021 Policy Year.  
 
ICBC should not amend its proposed general rate change to account for any differences 
between what is specified in this directive and what is ultimately included in the 
regulations that implement the Enhanced Care model. Any associated variance related to 
Policy Year 2021 can instead be absorbed in Basic capital, such that it could be reflected 
in ICBC’s general rate change applications for a subsequent policy year(s) as appropriate.  
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These directions will help ensure a smooth transition to the Enhanced Care model, 
providing stability and predictability in Basic insurance rates over the Enhanced Care 
implementation period. 
 
This letter of direction is a government directive within the meaning of that term as it 
may be defined in Special Direction IC2 to the British Columbia Utilities Commission 
(B.C. Reg. 307/2004). 
 
Sincerely, 
 
 
 
 
Mike Farnworth 
Minister of Public Safety 
and Solicitor General 
 
Enclosure 
 
579358 
  



 
Manitoba Public Insurance (MPI) Data Adjustments in ICBC’s Costing Model 

 
1. Product differences that require direct adjustment in costing models (material impact to 

rates): 
a. Collateral Benefits  

i. Actuarial costing models should reflect that ICBC will be the second 
payer for wage loss replacement benefits, except when coverage for 
automobile accidents are excluded or are deducted from another insurance 
policy’s coverage, compared to MPI being the first payer in all cases.  

ii. Impacted coverage: Income Replacement and Indemnity. 
b. Student Income Replacement Benefit (IRB) Loading 

i. Actuarial costing models should reflect that British Columbia’s IRB for 
students in a Baccalaureate degree or Red Seal Trade program will include 
a 15 per cent loading on BC’s Industrial Average Wage (IAW) after two 
years of receiving an IRB, and that post-secondary students in a Master’s, 
Doctoral, or professional degree program will include a 50 per cent 
loading on BC’s IAW compared to MPI’s benefits.  

ii. Impacted coverage: Income Replacement and Indemnity. 
c. Basic Vehicle Damage Coverage (BVDC) maximum of $200,000 

i. Actuarial costing models should reflect that ICBC’s maximum Basic 
Vehicle Damage Coverage limit will be $200,000. 

d. Income Replacement Benefits (IRB) 
i. Actuarial costing models should reflect that the maximum gross income 

for income replacement benefit calculation will be $100,000. 

2. Environmental Adjustments (adjustments to reflect difference in provincial income levels 
and MPI/ICBC data structures): 

a. Actuarial costing models should reflect British Columbia’s 
i. Average gross employment incomes,  

ii. Tax rates, and  
iii. Industrial average wage.  

b. Actuarial costing models should reflect British Columbia’s mix of claims 
i. Population mix by type of IRB claimants (e.g. full time, part time, 

students, etc.). 
c. Actuarial costing models should consider ICBC specific differences in the claim 

data and trends where applicable.  
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A EXECUTIVE SUMMARY OF RATE INDICATION 

A.1 INTRODUCTION  

1. This Application presents an overall rate indication of -15.0% for the 2021 policy year. 

Consistent with the Government Directive of November 30, 2020 with respect to ICBC’s 

Application for a General Rate Change Order for the 2021 Policy Year approved by Order in 

Council 632, December 14, 2020 (the 2020 Government Directive regarding ICBC’s 

Application for a General Rate Change Order for the 2021 Policy Year), policy year (PY) 2021 

encompasses Basic insurance policies sold during the 23-month period from May 1, 2021 to 

March 31, 2023.  The “rate indication” represents the change to Basic insurance revenue that 

ICBC requires to be in accordance with accepted actuarial practice in Canada, subject to 

applicable legislation.1  Accepted actuarial practice requires, in essence, that Basic insurance 

rates provide for the best estimate of costs of Basic insurance and a provision for profit (in 

the case of Basic insurance it is a provision for capital, not a provision for profit).    

2. At a high level the rate indication is an estimate of how much premiums need to change 

to pay for the net costs attributable to the 2021 policy year.  This includes costs that may be 

paid for several years into the future for a crash that takes place within the policy year (i.e., 

medical payments, income replacement, etc.).  The broad analytical framework that ICBC’s 

actuaries have employed to determine the rate indication, including the components of the 

rate indication, largely tracks that employed in prior revenue requirements applications 

(RRAs).  The key point of differentiation is in the data used to support the forecasted claims 

for the new Enhanced Care accident benefits coverage, given this is a fundamentally different 

product than what ICBC has today.  As described in this section, ICBC and external consulting 

actuaries, Ernst & Young LLP (EY), have relied on available data, methods and assumptions 

to complete the actuarial analysis.  All analysis reflects their best estimates and is in 

accordance with accepted actuarial practice in Canada. 

3. The rate indication of -15.0% consists of two components: a rate change to cover 

costs and a capital provision.  

 The “rate change to cover costs”, consistent with how the term has been used in 

prior RRAs, represents the change to Basic insurance revenue that ICBC requires in 

order to pay for expected future costs.  In terms of premium, it is the average 

                                                           
1 The terms “accepted actuarial practice in Canada” and “accepted actuarial practice” have the same meaning in the 
context of this Application. 
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percentage change to the current Basic insurance policy premium that is needed to 

generate the required revenue.  The rate change to cover costs is -26.5%, which is 

primarily attributable to the significant reduction in PY 2021 claims costs associated 

with the introduction of the Enhanced Care model effective May 1, 2021.  Under 

Enhanced Care, anyone injured in a crash will have access to significantly more care, 

recovery, and wage loss benefits from their own Basic insurance policies, regardless 

of fault and available without the need to sue the at-fault party.  This means costs 

under the current tort-based system, such as general damage payments and those for 

lawyers and legal fees, are expected to be largely removed.   

 

 The “capital provision” has a +11.5 percentage point impact on the PY 2021 rate 

indication, meaning that it offsets some of the indicated reduction associated with the 

rate change to cover costs.  As in prior RRAs, the capital provision includes two 

components: capital build and capital maintenance.  Both the capital build and capital 

maintenance provisions have been directed for PY 2021. 

 

o In accordance with Special Direction IC2 to the BC Utilities Commission, BC 

Regulation 307/2004, (Special Direction IC2) as amended by Order in Council 

633/2020, December 14, 2020 (B.C. Reg 281/2020), ICBC must add a capital build 

provision for PY 2021 that would result in the addition of 11.5 percentage points 

to the rate change to cover costs after accounting for investment income and 

expenses that vary with the amount of premium collected from a policyholder.  The 

capital build provision will allow ICBC to rebuild its depleted capital over the  

23-month term of PY 2021, while still providing a significant rate decrease to Basic 

insurance policyholders.  It will also provide a buffer to absorb any unexpected 

costs in the first few years under Enhanced Care, while helping to maintain greater 

rate stability and affordability for the benefit of customers in future policy years.    

 

o A capital maintenance provision is an amount included in rates to maintain capital 

in the face of factors such as growth in the number of drivers (which in turn causes 

growth in written premium), increases in the liabilities for claims costs, and growth 

in investment assets.  Special Direction IC2 specifies that the capital maintenance 

provision must continue to be set so that it has no impact on the rate indication.  

Therefore, ICBC has set the per policy capital maintenance provision amount to be 

the same as the amount used in the 2019 RRA to ensure that it has no impact on 
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the PY 2021 rate indication.  Please see Appendix Set G for more details on these 

components.  

4. While COVID-19 has had significant impacts on ICBC’s claims costs and premium 

revenues since March 2020, ICBC is assuming that for policies issued May 1, 2021 and 

subsequent, costs and premium revenues will have returned to pre-COVID-19 expected 

trends.  Any historical data that may have been influenced by the pandemic has been removed 

from any trending analysis; therefore, COVID-19 has had no impact on the PY 2021 rate 

indication.  The details of this assumption are further discussed in Appendix E.0. 

5. ICBC’s actuaries have determined that the rate indication of -15% is in accordance 

with accepted actuarial practice in Canada, subject to applicable legislation.  The Filing Actuary 

and an external Reviewing Actuary have also certified the rate indication as being in 

accordance with accepted actuarial practice in Canada.  Appendix A.0 provides information 

on accepted actuarial practice. 

6. Section A of this Chapter provides an outline of the calculations leading to the Basic 

insurance rate indication and a summary of the impacts from each of its major components.  

Section B provides more details on the factors influencing the largest component of the rate 

change to cover costs, the PY 2021 claims costs.  The appendices following this Chapter 

provide more explanatory details of each component of required premium and their 

calculations. 

A.2 OVERVIEW OF PY 2021 RATE INDICATION CALCULATION 

7. PY 2021 rate indication covers a 23-month period between May 1, 2021 and 

March 31, 2023, as required by the 2020 Government Directive regarding ICBC’s Application 

for a General Rate Change Order for the 2021 Policy Year.  In order to present the analysis 

of the rate change using similar time periods as past RRAs for comparability purposes, the 

analysis discussed throughout this Chapter is separated into two policy periods: PY 2021–1 

which reflects the 11-month period between May 1, 2021 and March 31, 2022 and PY  

2021–2 which reflects the 12-month period between April 1, 2022 and March 31, 2023.  The 

final PY 2021 rate indication reflects the combined forecasts for the two periods. 

8. As in prior RRAs, ICBC’s actuaries calculate the PY 2021 rate indication in two steps, 

each of which is summarized below.  In essence, the exercise is to estimate what premium 

needs to be collected to cover PY 2021 costs compared to what premiums customers will pay 
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in PY 2021 assuming no change to rates.  The percent difference between the two amounts 

is the rate change.  

9. The first step is the calculation of “PY 2021 Required Premium”.  The components 

contributing to the required premium represent the present value of all expected loss and loss 

adjustment expense, administrative expense, broker fees, premium tax, and capital provision, 

as well as offsets for income attributable to both miscellaneous revenue and investment 

income.  This encompasses the majority of the actuarial analysis in this Chapter.   

10. A summary of the components of the required premium for PY 2021 is provided in 

Figure 3.1 below.  The figures in this table reflect a 23-month policy period and therefore 

should not be compared to those of prior years without annualizing the amounts.  However, 

Figure 3.3 provided below summarizes these components on a per policy basis, and can be 

used for comparison purposes.    
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Figure 3.1 – Summary of the Components of Required Premium ($000’s) 

 

 
 

  

Required 

Premium PY 

2021

A. Claims and Related Costs

(a) Loss and ALAE Payments 4,817,306 

(b) Claims Services Expenses (ULAE) 436,359 

(c) Road Safety and Loss Management (RSLM) 96,193

(d) Total Claims and Related Costs 5,349,858

B. Expenses

General Expense

(e)    Administration and Other 141,977 

(f)    Insurance Services 127,614 

(g)    Non-Insurance Expense 245,443

(h) Total General Expense 515,034

(i) Per Policy Broker Fee 207,231 

(j) Variable Broker Fee 4,660 

(k) Premium Tax 265,353

(l) Total Expenses 992,278

(m) Total Claims and Expenses 6,342,136

C. Capital Provision

(n) Capital Maintenance 145,756 

(o) Capital Build 793,848

(p) Total Capital Provision 939,604 

(q) Total Projected Costs 7,281,739

D. Miscellaneous Revenue and Investment Income

(r) Net Payment Plan Finance Fees 101,904 

(s) Short Term Surcharge 36,129 

(t) Driver Penalty Point & Driver Risk Penalty Premiums 59,769 

(u) Unlisted Driver Accident Premium & Graduated License Plan Fee 14,095 

(v) Income Transfer from Optional -                     

(w) Investment Income on Basic Equity 34,757 

(x) Investment Income on Policyholder Supplied Funds 1,004,346

(y) Total Miscellaneous Revenue and Investment Income 1,251,000

(z) Required Premium 6,030,739

Description
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11. The second step in the rate indication calculation is the calculation of the “Projected 

PY 2021 Premium at Current Rate Level”.  This is the total Basic insurance premium ICBC 

would collect for PY 2021 if the current Basic insurance premium rates2 were charged in PY 

2021.  The projected premium at current rate level is the product of the expected number of 

policies to be written in PY 2021 and the estimated PY 2021 average premium at current rate 

level.  Average premium can be impacted by shifts in the mix of business by rate class, 

territory, and level of discount; therefore any expected changes in the mix need to be 

captured in the average premium forecast.  These forecasts are based on historical data, 

actuarial models, and professional judgments.  The full analysis and the results of applying 

the actuarial models used to estimate the PY 2021 premium at current rate level are provided 

in Appendix Set B. 

12. Figure 3.2 below compares the projected PY 2021 Required Premium of 

$6,030.7 million with the Projected PY 2021 Premium at Current Rate Level of 

$7,098.7 million.  The PY 2021 rates need to change by -15.0% as there is a surplus of 

$1,068.0 million between projected and required premium.  Dollar amounts in this table 

reflect the 23-month PY 2021 period; therefore they cannot be used to compare to those prior 

years without being annualized.  

Figure 3.2 – PY 2021 Basic Insurance Deficiency ($ 000’s)  

 

Projected  
PY 2021 Premium 

at Current Rate 
Level  

($ 000's) 

Appendix 
Reference 

Required PY 
2021 

Premium  
($ 000's) 

Appendix 
Reference 

Indicated 
Rate Level 

Change 

 (1)  (2)  (3) = [(2) / 

(1) ]-1 

PY 2021           

Plate Owner Basic 6,882,461 note (a) 5,902,150 A.2 row (p)   

Manual Basic 216,275 note (a) 128,589 A.2 row (q)   

TOTAL BASIC 7,098,736  6,030,739  -15.0% 

Average per 

Policy 

           

$1,035  
note(b) $879 note (b) 

  

(a) Projected PY 2021 premium is the sum of PY 2021-1 and PY 2021-2 premium at current rate level from 

Appendices B.1.1 and B.3.1.  
(b) Average per policy premiums are calculated by Total Basic premiums in the table divided by the total number of 
policies.  The PY 2021 number of policies is 6,858,095, which is the sum of PY 2021-1 and PY 2021-2 written 
exposures from Appendices B.1.1 and B.3.1, excluding ORV and Trailers. 

                                                           
2 BCUC approved a rate change of 0% for PY 2020 in accordance with the amendment to Special Direction IC2 dated 
February 6, 2020 (Order G-21-20).  The Basic insurance rate change of 0% was based on the underlying actuarial 
analysis at that time. 
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13. The detailed documentation of the actuarial calculations is found in several sets of 

appendices that follow this chapter.  For ease of reference, the term “Appendix Set” will be 

used to refer collectively to all appendices identified with a given letter.  For example, 

“Appendix Set A” collectively refers to all appendices that begin with the letter “A” (e.g., 

Appendix A.0 through A.6 and Technical Appendix A.0 through A.3.1).   

14. Figure 3.3 below provides the required (average) premium per policy for PY 2021 along 

with each of the components that make up that premium.  The prior two policy years are also 

provided3 to show how each of the components have changed over time.  The components in 

Figure 3.3 are presented on a per policy basis so each item is on the same basis, removing 

any impact from policy growth, and represent the average required premium customers would 

pay for each policy year.  The paragraphs that follow provide an overview of each premium 

component and a brief explanation of any significant changes that have impacted the overall 

cost/revenue item.    

Figure 3.3 – Average Required Premium per Policy 

Line 
Components of Required Average 

Premium ($) 
PY 2021 PY 2020 PY 2019d 

            

 Claims and Related Costs       

1   Loss and ALAE Paymentsa $702 $928 $976 

2   Claims Services Expense (ULAE)b $64 $79 $80 

 Expenses    

3   General Expense including RSLMc $89 $87 $83 

4   Commissions and Premium Tax $70 $76 $77 

 Capital Provision    

5   Capital Maintenance $21 $21 $21 

6   Capital Build $116 $0 $0 

 Misc. Revenue and Investment Income    

7   Miscellaneous Revenue ($31) ($37) ($35) 

8   Investment Income  ($152) ($115) ($132) 

9 Average Required Premium $879 $1,039 $1,070 

a Allocated Loss Adjustment Expenses (ALAE): expenses incurred in the management of claims and which belong to 
a specific claim. 
b Unallocated Loss Adjustment Expenses (ULAE): expenses incurred in the management of claims which cannot be 
directly allocated to a particular claim.  
c Road Safety and Loss Management expenses. 
d Policy Year 2019 (April 1, 2019 to March 31, 2020) estimates as in the 2019 RRA. 

 
                                                           
3 The PY 2020 components were not provided publicly; however they were used to support the government direction 
of a 0% rate change for PY 2020.  The PY 2019 results are provided since this was the most recent actuarial analysis 
filed with the BCUC, as part of the 2019 RRA.   
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Line 1 – Loss and ALAE Payments: $702 

15. Loss and Allocated Loss Adjustment Expenses (ALAE) represent the overall costs to 

cover claims and their expenses that can be directly allocated to a claim (i.e., medical exams 

or legal costs).  The PY 2021 Loss and ALAE component contributes $702 out of the $879 

average required premium per policy, which is more than $200 lower than the PY 2020 cost 

levels.  The decrease is mainly driven by the introduction of the Enhanced Care model, which 

will reduce costs associated with a tort-based system including legal costs and general 

damage payments.  The decrease in this component is the single largest contributing factor 

to the reduction in the PY 2021 average required premium and is discussed in further detail 

in Section B.   

16. EY has undertaken the analysis to estimate the PY 2021 costs related to the Enhanced 

Accident Benefits (EAB) coverages, while the costs for the remaining coverages have been 

estimated by ICBC’s actuaries.  EY has compiled the December 2020 Enhanced Accident 

Benefits costing report (EAB Report) to summarize their work and these results have been 

relied on for this rate indication in accordance with accepted actuarial practice.4  The details 

of the required premium component calculation for both the EY analysis and ICBC’s analysis 

are presented in Appendix Set C. 

Line 2 - Claims Services Expense (ULAE): $64  

17. Different from the ALAE component discussed above, unallocated loss adjustment 

expenses (ULAE) accounts for expenses incurred in the management of claims which cannot 

be directly allocated to a particular claim (i.e., internal claims staff salaries).  The PY 2021 

claims services expenses are for claims associated with PY 2021 policies that occur on or after 

May 1, 2021 under the Enhanced Care model.  The Enhanced Care model is expected to 

reduce the overall cost to service claims as there will be a significant reduction in the number 

of Bodily Injury (BI) claim exposures, which are relatively complex to service.  This will be 

partially offset by an increase in the cost to service the new EAB claim exposures, compared 

to the current Accident Benefits (AB).  While this reduction is recognized in the PY 2021 rate 

indication, ICBC will continue to bear the cost of servicing claims incurred before May 1, 2021.  

The cost of handling injury claims incurred under the tort system will be captured in the 

Unpaid Claims Liability as of that date, and will then be reflected in the operating expenses 

over the next several years (as shown in Chapter 6, Operating Expenses and Allocation 

                                                           
4 Section 1510.07 of the Canadian actuarial Standards of Practice allows actuaries to “use and take responsibility for 
another person’s work” under certain conditions as discussed in Appendix A.0, Section D. 
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Information).  Over time, the claims services expenses associated with these tort-based 

system claims will diminish, and the operating expense will reduce to the level of costs 

associated with the Enhanced Care model.  The PY 2021 ULAE component contributes $64 of 

the $879 PY 2021 average required premium per policy, which is $15 lower than the PY 2020 

cost levels.  The details of this required premium component calculation are presented in 

Technical Appendix Set C.3. 

Line 3 – General Expense, including Road Safety and Loss Management (RSLM): $89 

18. This component includes the RSLM, Administration and Other, Insurance Services, and 

Non-Insurance Expense lines from Figure 3.1.  The PY 2021 forecast of these items is based 

on the financial outlook for 2021/22, 2022/23 and 2023/24 fiscal years.  This component 

contributes $89 of the $879 PY 2021 average required premium per policy, which is slightly 

higher than the PY 2020 cost level.  The increase is mainly due to a rise in the pension and 

post-retirement benefit expense resulting from market factors that are outside of ICBC’s 

control as further discussed in Chapter 6, Operating Expenses and Allocation Information, 

Section D.2.  The details of this required premium component calculation are presented in 

Appendix Set H.   

Line 4 – Commissions and Premium Tax: $70 

19. This component includes the per policy broker fee, variable broker fee and premium 

tax lines from Figure 3.1.  This component contributes $70 of the $879 PY 2021 average 

required premium per policy, which is slightly lower than the PY 2020 cost level.  The decrease 

for PY 2021 is mainly driven by the lower premium tax and variable broker fee as a result of 

the general Basic rate decrease proposed in this Application, partially offset by an increase in 

per policy broker fees planned for 2021 as further discussed in Chapter 4, Business 

Operations, Appendix 4B.  The details of this required premium component calculation are 

presented in Appendix Set H. 

Line 5 – Capital Maintenance: $21 

20. Capital maintenance is the cost of maintaining the target capital level (measured by 

the Minimum Capital Test (MCT)) and is distinct from the capital build provision discussed in 

Section A.1 above.  The MCT ratio is the ratio of capital available to capital required, with 

each component of the ratio defined by the Office of the Superintendent of Financial 

Institutions (OSFI).  When there is growth in the capital required (the denominator in the MCT 

ratio), the MCT ratio will decrease as a matter of mathematics unless the capital available 
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keeps pace.  Growth in the capital required occurs as a result of factors such as growth in the 

number of drivers, which in turn causes growth in written premium, increases in the liabilities 

for claims costs, and growth in investment assets.5  The maintenance provision impacts the 

numerator (capital available) in the MCT ratio to affect the resulting MCT calculation. 

21. In accordance with Special Direction IC2, the capital maintenance provision must be 

calculated such that it has no impact on the rate change to cover costs.  Therefore, ICBC has 

maintained the same $21 contribution to the average required premium for capital 

maintenance, unchanged since the previous policy years.  The details of this required premium 

component calculation are presented in Appendix Set G.  

Line 6 – Capital Build: $116 

22. The capital build provision is, in essence, a provision included in the rate indication to 

build up capital levels (measured by the MCT ratio) from where they stand today.  The 

replenished Basic capital will provide a buffer to absorb any unexpected unfavourable changes 

in costs or revenues that are not included in premiums collected (i.e., if Enhanced Care costs 

emerge higher than estimated, or the frequency of claims is higher than expected), helping 

to maintain more stable insurance premiums and financial stability for the benefit of 

customers in future years.  

23. The PY 2021 capital build provision is determined in accordance with Special Direction 

IC2.  It provides that the capital build should result in an 11.5 percentage point impact of 

rate, after accounting for the effect on investment income and expenses that vary with the 

amount of premium collected from a policyholder.  This contributes $116 to the average 

required premium; no capital build was included in the PY 2020 required premium.  The details 

of this required premium component calculation are presented in Appendix Set G. 

Line 7 – Miscellaneous Revenue: -$31 

24. This component includes lines (r) through (v) in Figure 3.1 above, which reduce the 

PY 2021 average required premium per policy by $31.  Its impact is slightly lower than the 

PY 2020 level, mainly driven by lower payment plan finance fees as a result of the decrease 

in the general Basic rate proposed in this Application.  The details of this required premium 

component calculation are presented in Appendix Set H. 

                                                           
5 Growth in capital required is driven by insurance risk (mainly the policy liabilities), market risk (mainly interest rate 
risk, equity risk and real estate risk), and credit risk. 
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Line 8 – Investment Income: -$152  

25. Investment income is applied to offset ICBC’s costs of providing Basic insurance.  The 

combined impact of the investment income6 reduces the PY 2021 average required premium 

per policy by $152, which has a more favourable impact compared to PY 2020.  The details 

of the calculation of this required premium component are presented in Appendix Sets A 

and G. 

26. The higher investment income is mainly driven by higher investment income on policy 

holder supplied funds (i.e., customer’s premium).  Payments under the Enhanced Care model 

for medical rehabilitation and income replacement will be spread out over a longer period of 

time compared to the current model, whereas most injury payments in the current model 

have been made on a lump sum basis.  This means that ICBC will be able to hold and invest 

premiums over a longer period of time, generating additional investment income.  Since all 

investment income is returned to policyholders through an offset to the rate indication, this 

contributes to a smaller required premium.  Appendix Set F provides additional details on the 

impacts from Enhanced Care on payment patterns with comparison to the payment patterns 

under the current model.  

27. Customers also receive premium offset from investment income on Basic Equity.  As 

the Basic Equity level increases, this also generates additional investment income.  The capital 

build provision for PY 2021 will contribute to higher Basic Equity levels.  

28. Investment income is also influenced by the New Money Rate, which is applied to 

projected future cash flows and by the Yield on Basic Equity.  The lower the New Money Rate 

and Yield on Basic Equity, the less investment income is generated on cash flows and Basic 

Equity.  As described in Chapter 5, Investments, the decline in market rates over the past 

year results in estimated lower investment income for the policy period.  See Chapter 5, for 

additional information on the composition of the New Money Rate and Yield on Basic Equity 

and the proposed changes in formulae. 

A.3 CERTIFICATION 

29. The actuarial analysis supporting the rate indication of -15.0% was performed, and 

reviewed, in accordance with accepted actuarial practice in Canada.  This includes adherence 

to the Standards of Practice of the Canadian Institute of Actuaries, as well as the Statement 

                                                           
6 Sum of investment income on Basic equity and investment income on policyholder supplied funds.  
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of Principles Regarding Property and Casualty Unpaid Claims Estimates and the Statement of 

Principles Regarding Property and Casualty Insurance Ratemaking of the Casualty Actuarial 

Society.  For additional information on accepted actuarial practice please refer to 

Appendix A.0.  Certifications by ICBC’s Filing Actuary and a Reviewing Actuary are included 

at the end of this Chapter. 

B MAJOR FACTORS INFLUENCING THE REQUIRED PREMIUM 

30. As shown in Figure 3.3, $702 of the $879 average required premium is from PY 2021 

Loss and ALAE payments which make up the majority of a customer’s required premium and 

the bulk of the analysis documented in this Chapter.  At a high level, the Loss and ALAE 

component is analyzed separately for each coverage split by its cost components: frequency 

(number of claim exposures7 per policy) and severity (average cost per claim exposure) for 

each historical fiscal loss year (FLY).8  In order to forecast costs into the future, historical 

claims data must be relied upon.  However, since many claims are still open and accruing 

costs, or even have occurred but have yet to be reported (especially for claims that have 

occurred in recent years), the ultimate frequency and severity components for many years 

are not known with certainty.  As a result, historical data, actuarial methods, assumptions 

and professional judgment are used to develop each of these components (please refer to 

Appendix Set D and the EAB Report in Appendix C.4.0 for more details).  Once historical 

frequencies and severities are estimated, they are then used to develop trends to estimate 

the forecasted costs for the PY 2021 (please refer to Appendix Set C).  The following section 

provides additional details describing how the forecasted frequency and severity components 

were developed for the major coverages, with a summary of those results provided at the 

end of this section in Figure 3.14 below.  

 
B.1 ENHANCED ACCIDENT BENEFITS (EAB): $469 

31. Enhanced Care will provide greater medical, wage loss, and death benefits with higher 

limits to more customers under the EAB coverages, regardless of fault.9  As a result, overall 

costs for EAB coverages are expected to be higher under Enhanced Care.  However, in the 

                                                           
7 Claim exposures represent the part of a claim raised against one specific coverage component by a claimant.  A 
claim exposure is created for each claimant making a demand against a coverage group.  A claim may contain 
multiple claim exposures related to a single coverage group.  The number of claim exposures and the number of 
claimants under a coverage are generally the same; thus the term “claim exposure” and “claimant” are used 
interchangeably in the Chapter. 
8 The term fiscal loss year (FLY) is used in this Application for grouping all claims for accidents occurring during the 

fiscal year.  The costs for these claims will be incurred from the year in which the accident occurs and for several 
years into the future.  For example, FLY 2022/23 claims will be tracked from the 2022/23 fiscal year in which the 
accidents occur until all the claims in that group are fully settled, which could be 40 years or more.   
9 Descriptions of the Enhanced Care coverages analyzed in this Application can be found in Appendix A.0.1.   
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absence of historical BC data to rely on to forecast these new costs, government has directed 

ICBC to perform the rate indication analysis using Manitoba Public Insurance (MPI) data where 

appropriate.  ICBC relies on analysis performed by actuaries from EY for these new coverages.  

Details of these estimates along with the assumptions, methods and data used to estimate 

the PY 2021 loss costs for each of the coverages are further discussed in Appendix C.4.0, the 

EAB Report.  The results are summarized in Figure 3.4 with a brief overview of claims costs 

statistics by coverage below. 

Figure 3.4 – EAB Coverage Claims Costs Summary* 

Coverage 

PY 2021 Forecast 

Frequency 

Severity* 

(excluding 
indexation) 

Loss Cost* 

(excluding 
indexation) 

Loss Cost 
(including 

indexation) 

Medical Rehabilitation 2.10% $10,549 $221 $261 

Income Replacement and Indemnity 0.23% $55,073 $125 $162 

Permanent Impairment and Death 
Benefits 

0.19% $23,619 $46 $46 

Total EAB 2.52% $15,558 $392 $469 

* Severity and loss costs for Medical Rehabilitation and Income Replacement and Indemnity excluding indexation, 
which is added to the overall Loss and ALAE amounts in Appendix A.3.1. 

B.1.1 MEDICAL REHABILITATION (MR)  

32. MR frequency is based on ICBC’s frequency forecast under the current MR product 

(shown as the grey dots in Figure 3.5 below).  ICBC’s frequency data is relied upon since 

changing to a new product with enhanced benefits should not impact the propensity to claim 

for an injury.  However, slight adjustments are needed to capture claimants’ data not 

originally included in the historical MR data.10  Under the new product, medical and 

rehabilitation costs for all claimants with injuries will be captured under the MR coverage.  The 

adjusted frequency data is reflected by the black dots in Figure 3.5.  A flat trend was selected 

for the forecast period as there does not appear to be an obvious upward or downward trend 

in the historical data. 

  

                                                           
10 In the current model, there are some claimant benefits that have been paid under the bodily injury coverage with 
no payments made from MR coverage.  These medical-related payments will be captured under the new MR coverage 
going forward. 
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Figure 3.5 – MR Frequency 

 

33. As per the 2020 Government Directive regarding ICBC’s Application for a General Rate 

Change Order for the 2021 Policy Year, the PY 2021 indicated rate change is to reflect that 

the new Enhanced Care model is based on MPI’s accident benefits insurance model with 

specified exceptions.  In accordance with the Government Direction, the PY 2021 MR severity 

is developed from MPI’s historical severities (shown as the grey dots in Figure 3.6 below) to 

accurately reflect the additional benefits that will be available under Enhanced Care.  

Adjustments to the MPI severities are needed to account for known differences between 

benefits provided by MPI and ICBC (e.g., the categorization of payments to provincial health 

plans in the two provinces).11  The adjusted severity is shown as the black dots in Figure 3.6.   

34. In addition, MPI restates their historical severity figures to reflect the current benefit 

level; this is done by adjusting for known inflationary increases in costs and overall limits to 

bring all historical data to the same level.  This adjustment is implicit in the severities 

presented by the grey dots in Figure 3.6.  Therefore, any discernable trend within these data 

points only reflects items such as change in the mix of claimants, change in the utilization of 

types of medical treatments over time, etc.  MPI then applies a separate inflationary trend to 

                                                           
11 As explained in the EAB Report, payments to Manitoba Health Service Commission are recorded as ULAE in MPI’s 
rating filing whereas such payments have been reported as part of loss and ALAE in ICBC’s claims costs.  This results 
in higher forecasted EAB severity for ICBC.  These adjustments are contemplated in the 2020 Government Directive 
regarding ICBC’s Application for a General Rate Change Order for the 2021 Policy Year. 
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their selected severity trend to project their costs to future periods, whereas ICBC selects one 

trend to account for both mix of claims and historical inflationary trends.  Combined with this 

difference in methodology, and the need to account for current cost pressures influencing 

medical costs within BC, the projected severity trend is based on ICBC’s trend of 5.6% under 

its current AB-MR product.  This trend reflects both the underlying trend for changes in mix 

and inflationary trends observed in ICBC’s current MR severity.  The rationale of using this 

current ICBC severity trend is that the same pressures that are influencing costs within the 

current MR coverage are expected to continue in the first few years under Enhanced Care.  

Figure 3.6 – MR Severity 

 

35. Under Enhanced Care, amounts payable for health care services within MR (i.e., treatment 

limits for chiropractic, kinesiology, massage therapy, physiotherapy, etc.) will be increased 

annually based on the BC Consumer Price Index (CPI) and/or the BC Industrial Average Wage.  

In order to reflect the full costs including the indexation impacts on these services, a 2% 

annual indexation factor is assumed (based on the Bank of Canada’s inflation target) for future 

years in this Application.  Indexing is applied in the calculations of projected Loss and ALAE 

payments within Appendix Set A but is not captured in the trending analysis above.  Details 

of the indexation adjustment is further discussed in Technical Appendix A.0. 
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B.1.2 INCOME REPLACEMENT AND INDEMNITY (IRI)  

36. IRI frequency is developed using ICBC’s frequency forecast for Weekly Benefits (WB) 

coverage under its current product.  Adjustments are made to account for the expected 

increase in the number of claimants, using MPI’s experience.  Similar to MR, ICBC’s frequency 

data is relied upon, since changing to a new product with enhanced benefits should not impact 

the propensity to claim income replacement benefits.  Under the new IRI coverage, more 

customers will be eligible to receive income replacement benefits compared to the current WB 

coverage; such as students, non-earners, and caregivers.  Therefore, an adjustment is applied 

to the current WB frequency to account for the increase in eligible claimants.  Figure 3.7 below 

depicts ICBC’s historical WB frequency as grey dots, and the adjusted frequency data is shown 

as the black dots.  The recent decline in frequency is related to a one-time impact from the 

change in the Employment Insurance (EI) waiting period effective January 1, 2017.  The 

downward trend is not expected to continue into the forecast period; therefore, a one-year 

flat trend was selected. 

Figure 3.7 – IRI Frequency 

 

37. Similar to MR severity, IRI severity is also expected to be directly impacted by the 

higher benefit levels provided under Enhanced Care.  The PY 2021 IRI severity is developed 
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from MPI’s historical severity (shown as the grey dots in Figure 3.8 below, mostly coincident 

with the black dots) with adjustments to account for differences between MPI and ICBC.  

These include small differences in wage levels and population demographics between the 

provinces; as well as differences due to the recovery amounts that ICBC can deduct from 

other plans (such as private group disability plans) since ICBC is the second payer for income 

replacement benefits.12  All these severity adjustments are contemplated in the 2020 

Government Directive regarding ICBC’s Application for a General Rate Change Order for the 

2021 Policy Year. The slightly lower adjusted severities are shown as the black dots in 

Figure 3.8.  Similar to the MR severity (discussed above), the trend based on MPI’s historical 

data cannot be used to project future costs without including an additional impact for an 

inflationary adjustment.  Combined with this difference in methodology and the expectation 

that IRI severity in the first few years under Enhanced Care will continue to increase at the 

same rate as ICBC’s WB severity trend under its current product, the forecasted trend of 

+3.9% was selected based on ICBC’s current WB product.  This trend reflects a 7-year simple 

regression model ending December 31, 2016 and does not include recent data given the 

influence of the EI change described above.   

Figure 3.8 – IRI Severity 

 

                                                           
12 ICBC will be the second payer for wage loss replacement benefits, except when coverage for automobile accidents 
is excluded or is deducted from another insurance policy’s coverage. 
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38. The future IRI severity is also subject to annual indexation adjustments, which is 

further discussed in Technical Appendix A.0. 

B.1.3 PERMANENT IMPAIRMENT AND DEATH BENEFITS (PI AND DB)  

39. The PI and DB frequency is expected to be higher than under the current Death Benefit 

(DB) coverage, and contributes to a higher rate change to cover costs.  The higher frequency 

is mainly from the new permanent impairment benefits introduced under Enhanced Care, 

which provide additional compensation to customers who are permanently injured from auto 

accidents.  The PY 2021 PI and DB frequency is developed from ICBC’s Death Benefits 

frequency forecast, with adjustments to account for the expected increase in the number of 

claimants under the new PI coverage using MPI’s experience.   

40. The PI and DB severity is expected to be higher due to the enhancement in death 

benefits and the new permanent impairment benefits discussed above.  The enhancements 

in the DB coverage include substantial increases in lump sum payments to the surviving 

spouse and dependants of a deceased policyholder, while maintaining the funeral and burial 

expense limits.  The PY 2021 PI and DB severity is developed from MPI’s historical severity 

data with adjustments to account for differences in wage levels between the provinces.   

B.2 MATERIAL DAMAGE (MD) CLAIMS COSTS: $201 

41. Enhanced Care will change how MD (for both vehicle and non-vehicle damage) claims 

are administered under Basic insurance.  Under the current model, MD claims costs are all 

indemnified through the at-fault vehicle owner’s third party liability Property Damage (PD) 

coverage.  Under Enhanced Care, vehicle damage caused by another vehicle within BC will 

now be covered by the not at-fault vehicle owner’s policy under the new first party coverage, 

Basic Vehicle Damage coverage (BVDC).  However crashes involving a BC driver and occurring 

in other jurisdictions that operate under a tort system (e.g., Alberta, Washington) as well as 

crashes that cause non-vehicle damage by a BC driver (e.g., crashing into a fence irrespective 

of whether it occurs in BC or not) will still be provided under the current PD coverage.  Even 

though the administration of MD claims will change, the MD claims costs covered under Basic 

insurance will not change, with the following minor exceptions: vehicle damages caused by 

unidentified drivers (hit and run incidents) will no longer be covered under Basic insurance 

coverage,13 and as per the 2020 Government Directive regarding ICBC’s Application for a 

                                                           
13 This statutory hit-and-run coverage will continue, however, to provide compensation for non-vehicle property 
damage. Bodily injuries and death resulting from hit-and-run incidents will be covered via EAB.   
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General Rate Change Order for the 2021 Policy Year, the Basic limit on the new first party 

coverage is assumed to be $200,000 in this Application.   

42. MD, which in prior years was analyzed on a combined basis under PD, will now be 

analyzed in three segments.  Segmenting this analysis into three cohorts is needed due to 

the shift from a third party coverage to a first party coverage.  It will also provide additional 

accuracy in the estimates and additional insight on influences on trends.  Figure 3.9 provides 

a summary of the new segments for MD and their respective loss cost components (frequency 

and severity).  Section B.2.1 below provides additional information on the largest segment of 

MD, BVDC.  See Appendix C.6.0 for additional details on the other segments.   

Figure 3.9 – Material Damage Coverage Claims Costs Summary 

Coverage 

 

PY 2021 Forecast 
 

Frequency Severity Loss Cost 

BVDC 3.76% $4,889 $183 

TPL-Vehicle Damage 0.07% $8,392 $6 

TPL–Non-Vehicle Damage 0.16% $7,314 $12 

Material Damage 3.99% $5,048 $201 

B.2.1 BASIC VEHICLE DAMAGE COVERAGE (BVDC) 

43. To estimate the projected costs for BVDC, ICBC’s historical in-province vehicle damage 

claims data was used for both frequency and severity analyses.  Figure 3.10 below provides 

the BVDC frequency graph, where the black dots represent historical data points and the blue 

diamond and triangle represent the projected PY 2021 periods based on the trend selections 

outlined in Appendix C.6.0.  As shown in the graph, ICBC is selecting a slight downward trend 

of -0.8% which assumes that frequency will return to the long term downward trend.  Crash 

frequency14 is impacted by many factors: such as weather, congestion, change in driving 

behaviour, crash avoidance technology, mix of drivers by experience levels, public transit 

ridership, distracted driving, etc.15  While difficult to assess how each of these factors will 

contribute to the trend going forward, ICBC deems it reasonable to expect that a downward 

trend will continue through PY 2021.  

                                                           
14 ICBC uses the BVDC frequency as a proxy for crash frequency that impacts Basic insurance costs. 
15 This has been discussed at length in previous RRAs. 
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Figure 3.10 – BVDC Frequency 

   

44. As shown in Figure 3.11 below, BVDC severity has been increasing in recent years, 

and the growth is expected to continue through PY 2021.  The growth in BVDC severity is 

similar to the upward PD severity trend observed in prior RRAs, and is largely a result of 

continued rising costs for parts as more complex technology and more expensive materials 

are used in vehicles, and as more hours are required to repair increasingly complex newer 

vehicles.  In order to control the rising MD claims costs, ICBC launched the MD modernization 

programs under the Rate Affordability Action Plan (MD RAAP)16 in early 2020.  Reflecting both 

the upward trend in recent years and the anticipated impacts from MD RAAP programs, BVDC 

severity is expected to increase at a 6.3% annual rate throughout PY 2021.  

                                                           
16 Details of the MD RAAP program are discussed in Chapter 4, Appendix 4A, Claims Cost Management. 
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Figure 3.11 – BVDC Severity 
 

B.3 THIRD PARTY LIABILITY - BODILY INJURY (TPL-BI) CLAIMS COSTS 

45. The tort ban introduced under Enhanced Care and the expected elimination of the 

majority of TPL-BI costs has significantly contributed to the decrease in the overall required 

premium for PY 2021.  On or after May 1, 2021, the majority of TPL-BI claims will be from 

crashes occurring outside BC, in jurisdictions that are under a tort system.17  To project the 

estimated costs of TPL–BI under the new product, ICBC’s historical out of province BI claims 

data is used to separately estimate the frequency and severity for PY 2021.  

46. As shown as black dots in Figure 3.12 below, the historical out of province data is used 

to forecast the PY 2021 TPL-BI frequency, shown as a blue diamond and triangle.  As the  

TPL-BI frequency will mostly reflect injury claims occurring outside BC, the number of claims 

relative to the number of total policyholders will be orders of magnitude lower than it would 

be under a full tort system.  As a result, the TPL-BI frequency is estimated to be low relative 

                                                           
17 A very small number of claims that occur in province can still be claimed under BI; e.g., non-standard vehicles 
covered under Garage policies involved in crashes that occurred off-highway.  However, the impact of such claims is 
expected to be immaterial and assumed to have less than a 0.1 ppt impact on the rate change). 
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to other coverages at approximately 0.02% and losses from TPL-BI therefore will represent a 

small proportion of policyholders’ average premium. 

47. The out of province BI frequency in the last 10 years supports an annual decreasing 

trend of -6.1% as depicted by the dashed line, which is expected to continue throughout PY 

2021.  As noted above, due to the reduced size of the injury coverage relative to EAB, the 

overall impact of the expected favourable trend on the estimated rate is small.  

Figure 3.12 – TPL-BI Frequency 

 

48. Historical TPL-BI severity is depicted below in Figure 3.13.  Like TPL-BI frequency, it 

is derived from ICBC’s historical out of province claims data.  The out of province BI severity 

in the last 10 years supports an annual increasing trend of +9.9%, which is expected to 

continue through PY 2021 for the TPL-BI coverage.  Similar growth in the BI severity has also 

been observed in neighboring tort jurisdictions (such as Alberta, Washington, and Oregon), 

where many of ICBC’s out of province TPL-BI claims occur.    
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Figure 3.13 – TPL-BI Severities   

49. The following figure provides an overall summary of the results discussed within this 

section.   

Figure 3.14 – Summary of Basic Loss Cost Trends 
 

Coverage 

 Trends by Coverage PY 2021 
Loss & ALAE 

per Policy 

Proportion 
of Total Loss 

& ALAE Frequency Severity 
Loss 
Cost 

Medical Rehabilitation* 0.0% 5.6% 5.6% $261 37% 

Income Replacement and 
Indemnity* 

0.0% 3.9% 3.9% $162 23% 

Permanent Impairment 
and Death Benefits 

0.0% 1.2% 1.2% $46 7% 

Basic Vehicle Damage 
Coverage 

-0.8% 6.3% 5.4% $183 26% 

TPL-Vehicle Damage -2.3% 6.7% 4.2% $6 1% 

TPL–Non-Vehicle Damage -3.4% 5.8% 2.2% $12 2% 

TPL-Bodily Injury -6.1% 9.9% 3.1% $18 2% 

Manual Basic    4.3% $14 2% 

Total Basic -0.6% 5.3% 4.7% $702 100% 

* Claims costs for these two coverages include impact from future benefit increases due to indexation (see Technical 
Appendix A.0 for more details about the indexation adjustments).  
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50. As highlighted in the preceding paragraphs, the introduction of Enhanced Care has 

shifted the proportion of Loss and ALAE between the coverages provided under Basic 

insurance.  Figure 3.15 below summarizes the results of the analysis described above and 

shows that a higher proportion of the PY 2021 forecasted loss cost will be allocated to EAB 

coverages, which provide more care, recovery, and wage loss benefits under Enhanced Care.  

In contrast, as a result of the limitation on lawsuits for BC crashes introduced under the 

Enhanced Care model, the BI costs, which once accounted for over half of the total Loss and 

ALAE costs have now been reduced to 2% of the total costs.  In other words, a larger 

proportion of a customer’s premium will be spent paying for care, recovery, and wage loss 

benefits rather than a significant portion spent on legal expenses and related costs. 

Figure 3.15 – Contributors to Average Loss & ALAE per Policy by Coverage 

2021 RRA 
Coverage 

2019 RRA 
Coverage 

Loss & ALAE per Policy  

Forecast 
Proportion of Loss & ALAE 

PY 2021 PY 2020 PY 2019 PY 2021 PY 2020 PY 2019 

EAB* AB  $469 $181 $189 67% 20% 19% 

MD** TPL-PD  $201 $209 $237 29% 23% 24% 

TPL-BI TPL-BI  $18 $514 $525 2% 55% 54% 

Manual Basic 
Manual 

Basic  
$14 $24 $25 2% 2% 3% 

Total  Total $702 $928 $976 100% 100% 100% 

* EAB claims costs include impact from future benefit increases due to indexation (see Technical Appendix A.0 for 
more details about the indexation adjustments).  
** MD coverage includes BVDC, TPL-Vehicle Damage and TPL-Non-Vehicle Damage (see Section B.2 for more 
details). 

B.4 SENSITIVITY ANALYSIS 

51. The actuaries examined several scenarios to evaluate the sensitivity of the rate 

indication to certain assumptions, all other assumptions being unchanged.  Each row of 

Figure 3.16 below identifies an assumption that was tested, the degree of change to that 

assumption, and the extent to which that degree of change would impact the rate indication.  

Further detail appears below Figure 3.16.  

52. ICBC cautions that these sensitivities are provided for informational purposes only.  

The scope of professional judgment that goes into the determination of the actuarial rate 

indication is constrained by the principles of accepted actuarial practice.  While substituting 

that judgment with different (and sometimes arbitrary) assumptions in the manner set out in 

Figure 3.16 might be informative from the perspective of understanding how sensitive the 
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rate indication is to changes in assumptions; the alternative assumptions posed are not 

necessarily reasonable for use in actuarial analysis based on known facts.  They do not result 

in an updated rate indication that accords with accepted actuarial practice. 

Figure 3.16 – Sensitivity Analysis  

Line 
No. 

Scenario 
Percentage Point (ppt) 

Impact on Indicated Rate 
Change  

1 Change new money rate from 3.68% to 2.68% +3.0 ppts 

2 Change new money rate from 3.68% to 4.68% -2.6 ppts 

3 Change in indexation adjustment from 2% to 1% -2.0 ppts 

4 Change in indexation adjustment from 2% to 3% +2.4 ppts 

5 Decrease in EAB loss costs by 1% -0.3 ppts 

6 Increase in EAB loss costs by 1% +0.3 ppts 

7 Decrease in non-EAB loss costs by 1% -0.2 ppts 

8 Increase in non-EAB loss costs by 1% +0.2 ppts 

Notes: 
Items 1 and 2 examine the impact of changing the discount rate used in the Discounted Cash Flow method (see 
Technical Appendix A.1.0) by ±1 ppt. 

Items 3 and 4 examine the effects of adding ±1 ppt to the indexation adjustment for claims payments.  These 
scenarios assume the change in the future indexation adjustment factor has no impact on the future severity trend 
nor discount rate which is used in the Discounted Cash Flow method. 
Items 5 and 6 compute the impact of changing the EAB PY 2021 claims costs by ± 1%.  This includes impacts to 
the following coverages: MR, IRI, PI and DB.  PY 2021 EAB Loss and ALAE totals $3.2 billion (for the 23-month 
period); therefore, these items examine the impacts on the indicated rate change of increasing EAB Loss and ALAE 
by $32 million (or decreasing them by $32 million).  The rate impact also accounts for the change in investment 
income as a result of higher (or lower) EAB Losses and ALAE. 
Items 7 and 8 compute the impact of changing PY 2021 claims costs of all coverages except EAB by ± 1%, including 
impacts from investment income as a result of changes in claims costs.  

B.5 MATERIALITY STANDARD 

53. The actuarial Standards of Practice (SoP) in Canada require the actuary to set a 

standard for materiality.  The use of the materiality standard is set out in Section 1240 of the 

SoP, which says, “…an omission, understatement, or overstatement is material if the actuary 

expects it to affect either the user’s decision-making or the user’s reasonable expectations.” 

The actuaries have determined a materiality standard for the purposes of the work that is 

conducted in this revenue requirements analysis and the calculation of the -15% indicated 

rate change.   

54. The significance of the application of a materiality standard is two-fold.  It relates to 

both the approximation used in the course of the work, and to errors or omissions that are 

found after the completion of the work.  First, in relation to approximations used in the course 
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of the work, the materiality standard provides guidance to the actuary regarding an 

appropriate level of approximation.  Approximation includes simplification of a complex reality 

into a simpler mode, but does not include omission of assumptions or elements of the 

methodology.  Second, in relation to errors or omissions that are found subsequent to the 

completion of the work, the materiality standard provides guidance to the actuary regarding 

the appropriate response. 

55. The materiality standard is judged by the actuary from the point of view of the user. 

Based on the considerations discussed above, an annual amount of $30 million or $57.5 

million for the 23-month policy period (equivalent to approximately 1% of the annualized 

required premium) was selected as the materiality standard for the analysis in this 

Application.  This is updated from the $17 million (0.5 percentage point of rate) used in the 

2019 RRA.  

B.6 CONCLUSION 

56. This Chapter provides the analysis and details supporting the overall Basic rate change 

of -15% including the government directed capital build provision of 11.5 ppts of rate.  The 

introduction of Enhanced Care significantly reduces PY 2021 claims costs where more of a 

customer’s premium will be spent on care and recovery benefits for claimants and less on the 

legal costs and expenses that are covered under the current tort model.  The new model 

should also bring stability into forecasting costs over the long term as the new product is 

expected to eliminate many of the costs that have driven unexpected rate changes in prior 

years.  However, in the short term, there is uncertainty in the estimation of overall costs for 

the new product and how it will be utilized in BC; ICBC and EY have relied on available 

information and all analysis reflects their best estimates and is in accordance with accepted 

actuarial practice in Canada.  ICBC will gain more information on the costs associated with 

the new model over the next few years as BC transitions to the new Enhanced Care model. 

This information will include, for example, changes in customer behaviour and cost pressures 

that are unique to BC.  Since ICBC operates in a closed system, any forecast variance between 

this initial cost estimate and future emergence will flow into Basic capital and any changes to 

on-going trends will be accounted for in subsequent RRA’s.    
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B.7 FILING ACTUARY’S OPINION 

57. I, Kelly Aimers, am an Associate of the Casualty Actuarial Society and a Fellow of the 

Canadian Institute of Actuaries and have derived the indicated rate in accordance with 

accepted actuarial practice in Canada, on behalf of the Insurance Corporation of British 

Columbia, for Basic Coverage (Plate Owner Basic and Manual Basic) in respect of all rate class 

categories of automobile insurance, to be effective May 1, 2021 for both new and renewal 

business. 

58. I have reviewed the data, methods, and assumptions underlying this rate level 

requirement for reasonableness and consistency, and I believe the data, methods, and 

assumptions are reliable and sufficient for the determination of the indicated changes in 

average rate level. 

 

 

                                     15 December, 2020 

 Signature of Actuary Date 
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B.8 REVIEWING ACTUARY’S OPINION 

59. I, William T. Weiland, am a Fellow of the Casualty Actuarial Society and a Fellow of the 

Canadian Institute of Actuaries.  I have reviewed the actuarial rate level requirements for 

Basic Coverage (Plate Owner Basic and Manual Basic) prepared by Kelly Aimers for the 

Insurance Corporation of British Columbia as set out in the document “Actuarial Rate Level 

Indication Analysis”, dated 15 December, 2020. 

60. In my opinion the indicated changes in average rate level presented in the Rate 

Application have been calculated in accordance with accepted actuarial practice in Canada. 

    

                               15 December, 2020 

 Signature of Actuary Date 
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ACCEPTED ACTUARIAL PRACTICE 

1. In conformance with Special Direction IC2 to the BC Utilities Commission, BC 

Regulation 307/2004, as amended (Special Direction IC2), the actuarial rate level indication 

analysis in a revenue requirements application (RRA) filed with the BC Utilities Commission 

(BCUC) is performed according to accepted actuarial practice in Canada at the filing date of 

that RRA.  The Insurance Corporation of British Columbia’s (ICBC) Filing Actuary and ICBC’s 

Reviewing Actuary (ICBC’s actuaries) certify that the indicated rate change discussed in this 

Application has been calculated in accordance with accepted actuarial practice in Canada. 

2. Accepted actuarial practice is the manner of performing work in Canada in accordance 

to the Rules of Professional Conduct (Rules)1 and the Standards of Practice (SOP)2 of the 

Canadian Institute of Actuaries, as well as the Statement of Principles Regarding Property and 

Casualty Unpaid Claims Estimates and the Statement of Principles Regarding Property and 

Casualty Insurance Ratemaking of the Casualty Actuarial Society.3  The Rules provide the 

Canadian Institute of Actuaries’ highest order of guidance, and deviation from them is typically 

considered to represent professional misconduct, unless there is objective evidence to the 

contrary.  Any and all deviations from the standards require disclosure and justification from 

the actuary.  Accepted actuarial practice applies to all aspects of actuarial work, specifically 

by defining the constraints of judgment actuaries employ.  Actuarial judgment is a necessary 

part of the application of the standards,4 and that judgment is required to be exercised in a 

reasonable fashion.  Actuarial judgment is considered reasonable if the judgment is objective 

and takes account of such matters as the Rules, the spirit and intent of the standards, the 

duty of the profession to the public, information relevant to the circumstances of the case, 

and common sense.   

3. Section 1150.01 of the SOP states that work in Canada should conform to accepted 

actuarial practice except when it conflicts with law.  For this Application, the Government 

Directive of November 30, 2020 with respect to ICBC’s Application for a General Rate Change 

Order for the 2021 Policy Year approved by Order in Council 632, December 14, 2020 (the 

2020 Government Directive regarding ICBC’s Application for a General Rate Change Order for 

the 2021 Policy Year) specifies that the derivation of the indicated rate change must use 

                                                           
1 Canadian Institute of Actuaries, (1992), Rules of Professional Conduct. Retrieved from, https://www.cia-
ica.ca/publications/rules-of-professional-conduct. 
2 Canadian Institute of Actuaries, (n.d.), Standards of Practice. Retrieved from, https://www.cia-
ica.ca/publications/standards-of-practice. 
3 Casualty Actuarial Society, (n.d.), Statement of Principles Regarding Property and Casualty Insurance Ratemaking. 
Retrieved from, https://www.casact.org/professionalism/standards/princip/sppcrate.pdf. 
4 Ibid. 

https://www.cia-ica.ca/publications/rules-of-professional-conduct
https://www.cia-ica.ca/publications/rules-of-professional-conduct
https://www.cia-ica.ca/publications/standards-of-practice
https://www.cia-ica.ca/publications/standards-of-practice
https://www.casact.org/professionalism/standards/princip/sppcrate.pdf
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Manitoba Public Insurance (MPI) historical claims data with specific exceptions to estimate 

the future Enhanced Accident Benefit (EAB) claims costs.  The rate indication is therefore 

partially based on claims cost data sourced from MPI.  This is in contrast to prior years’ RRAs 

where ICBC’s own data was used for the actuarial analysis.  This Application also includes a 

report from Ernst & Young LLP (EY) (the December 2020 EY Enhanced Accident Benefits 

Costing Report in Appendix C.4.0 (EAB report)) dealing with these exceptions including the 

differences between the MPI insurance model and ICBC’s Enhanced Care product and the 

statistical differences between the customer base of BC relative to that of Manitoba.  In 

addition, there are changes to Special Direction IC2 which impact the rate indication through 

the direction of a capital build provision.   

4. The following components of accepted actuarial practice therefore have particular 

relevance for the purposes of this Application: 

 Basic insurance rates should cover the costs of providing Basic insurance and include 

a specified capital provision, as discussed in Section A. 

 The estimate of claims costs must be an unbiased best estimate based on all of the 

information available to the actuary at the time the estimate is prepared, as discussed 

in Section B. 

 It is appropriate for ICBC to use reliable publicly available data from external sources 

(i.e., related experience from external data) where ICBC equivalents (i.e., subject 

experience) are not available, as further set out in Section C. 

 It is appropriate for ICBC’s actuaries to use and take responsibility for work undertaken 

by an external actuary, where such use has been found to be justified, suitable to the 

circumstances, and ICBC’s actuaries have confidence in the qualifications, integrity 

and objectivity of the actuary.  This is further discussed in Section D. 

 Each assumption that is material to the results should be described in the Application 

as further set out in Section E. 

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

independently reasonable, but appropriate in aggregate as further discussed in 

Section F.  
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A BASIC INSURANCE RATES SHOULD COVER COSTS AND A SPECIFIED 
CAPITAL PROVISION 

5. The application of accepted actuarial practice in the context of this Application requires 

that policy year (PY) 2021 Basic insurance rates reflect the full costs of providing Basic 

insurance. 

6. Accepted actuarial practice requires that the indicated rate should provide for all costs, 

without exclusion.  This principle is reflected in Section 2620.01 of the SOP, which states:  

The best estimate present value of cash flows relating to the revenue at the 

indicated rate should equal the best estimate present value of cash flows 

relating to the corresponding claim costs and expense costs, plus the present 

value of a provision for profit, over a specified period of time.   

7. The Basic insurance rate can be set differently from that which is required to cover 

costs because of a capital provision, which may be required or permitted under the applicable 

legislation.  Section 2620.14 of the SOP states that the provision for profit (in the case of 

ICBC’s Basic insurance it is a provision for capital, not a provision for profit) included in the 

indicated rate may be specified to the actuary5 and, in this case, a capital provision has been 

specified according to Special Direction IC2.6   

B UNBIASED BEST ESTIMATES BASED ON PERTINENT INFORMATION 

8. As discussed in Chapter 3 of this Application, the PY 2021 indicated rate change to 

cover costs is mainly driven by the significant product changes from the Enhanced Care model, 

especially from the reduction in bodily injury (BI) claims costs with significant offset from 

higher costs under the EAB coverages.  In forecasting these future claims costs, ICBC’s 

actuaries have considered information available at the time relating to all relevant 

circumstances, both favourable and unfavourable, in selecting appropriate models and 

assumptions and in establishing assumptions that are on a best estimate basis.  Nevertheless, 

when forecasting, different and acceptable professional judgments will produce a range of 

outcomes that is consistent with accepted actuarial practice.   

  

                                                           
5 Section 2620.14 of the SOP states “The provision for profit, or other assumptions that are pertinent to its derivation, 
may be specified to the actuary under the terms of an appropriate engagement.”  In this context, ICBC has used its 
capital provision, which may be positive or negative, as a “provision for profit”. 
6 Special Direction IC2 to the BC Utilities Commission, BC Regulation 307/2004, (Special Direction IC2) as amended 
by Order in Council 633/2020, December 14, 2020 (B.C. Reg 281/2020). 
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9. Section 2620.02 of the SOP states that:  

The actuary should select appropriate methods, techniques, and assumptions 

recognizing that such elements depend on the circumstances affecting the work 

and that a variety of actuarial methods may be appropriate to derive an 

indicated rate.   

10. Because it is necessary to apply judgment in the process of developing rate indications, 

two actuaries may develop different, but equally valid, models that accord with accepted 

actuarial practice in Canada.  However, because an actuary tasked with estimating the rate 

indication would use the Standards of Practice and apply the principles of ratemaking, the 

actuary would be focused on producing the best estimate present value cash flows relating to 

the revenue at the indicated rate.  

C USE OF EXTERNAL DATA 

11. As discussed in Chapter 3, ICBC’s historical Accident Benefit (AB) claims data is not 

appropriate to use to estimate the expected claims costs under the new Enhanced Care model. 

The 2020 Government Directive regarding ICBC’s Application for a General Rate Change Order 

for the 2021 Policy Year states that the benefits and coverages between ICBC’s future EAB 

coverages and MPI’s Personal Injury Protection Plan will be similar with a few exceptions, thus 

directing ICBC to rely on MPI’s data where applicable in its costing analysis.  As a result, ICBC 

and EY have relied on the data used to support MPI’s general rate application as of 

June 17, 2020.7  

12. Section 1440.03 of the SOP states that:  

Where data specific to the client are not available or not relevant, the actuary 

would consider using industry data, population data, or other published data 

with suitable adjustments where relevant and appropriate.   

13. ICBC is not able to test the sufficiency and reliability of the data, but rather relies on 

the work of MPI’s actuaries in putting appropriate procedures in place to establish sufficiency 

and reliability of the data.  In accordance with Section 1440.11,  

The actuary usually uses data prepared by another party such as the client, an 

independent administrator, an auditor, a government body, or an external 

association.  When placing reliance on such data, the actuary would consider 

the qualifications, competence, integrity, and objectivity of the party providing 

the data.   

                                                           
7 https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf - Actuarial Report on Manitoba Public Insurance 
Corporation Universal Compulsory Automobile Insurance as of March 31, 2020 (EAR Attachment B). 

https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf
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14. In deciding to place reliance on the data from the MPI rate filing, ICBC has considered 

that the data was used by qualified actuaries at MPI for the purpose of a rate filing with their 

external regulator, subject to the reviews of the regulator as well as MPI’s external actuary 

who is a Fellow of the Canadian Institute of Actuaries.  

D RESPONSIBILITY FOR WORK OF EXTERNAL ACTUARIES 

15. The PY 2021 rate change reflects the expected prospective EAB claims costs for the 

future periods based on results from the EAB report.  

16. This work was conducted in accordance with Section 1510.07 of the SOP which states:  

The actuary may use and take responsibility for another person’s work, given 

confidence that such actions are justified as a result of considerations such as 

the following: 

 Early and periodic communications with the other person; 

 Confidence in the other person’s qualifications, competence, integrity, and 

objectivity; 

 The other person’s awareness of how the actuary intends to use the other 

person’s work; 

 Communication to the other person of any information known to the 

actuary that may affect the other person’s work, and vice versa; and 

 Study of any report by the other person and discussion of it with the other 

person, especially of any reservation in the report. 

17. Where ICBC’s actuaries rely on analysis performed by EY, it will be disclosed within 

the accompanying description and discussion.  As indicated in Chapter 3, Section A.3, ICBC’s 

Filing Actuary and the Reviewing Actuary have reviewed EY’s EAB report and have taken 

responsibility for its use in the determination of the actuarial rate indication in accordance 

with Section 1510.07 of the SOP. 

E DISCLOSURE OF ASSUMPTIONS IN AN EXTERNAL REPORT 

18. ICBC considers the disclosures, descriptions and rationale contained within this 

Application to be in compliance with Section 1710.01 of the SOP, which specifies the level of 

details which is required to be included in an external actuarial report such as, for example:  

 Say whether or not the work is in accordance with accepted actuarial practice in 

Canada and, if not, disclose the deviation from that practice;  

 Describe each assumption used for the work that is material to the results of the work; 
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 Provide the rationale for each such assumption that is material to the results of the 

work; 

 For matters requiring an assumption other than a model or data assumption, disclose 

any assumption that is different from assumption of continuance of the status quo 

and, if practical, useful, and appropriate under the terms of the engagement, disclose 

the effect of alternative assumptions; 

 Describe the methods used for the work; 

 In the case of a periodic report, disclose any inconsistency between the assumptions 

and methods of the current and prior reports and the rationale for such inconsistency; 

 Describe any subsequent event that is not taken into account in the work. 

19. This Application includes detailed information about the basis of selection of many of 

the assumptions used in the actuarial analysis.  ICBC has included a discussion of those 

assumptions that are considered to be of greatest relevance to the intended users of this 

Application, and has identified any significant changes in the basis of selection of assumptions.  

ICBC believes this disclosure complies with the spirit and intent of Section 1710.01.  Although 

ICBC has not described or provided a rationale for each assumption that may be deemed to 

be material to the results of this Application, ICBC considers the disclosures pertaining to the 

assumptions in this Application to be reasonable and appropriate to the circumstances.  The 

materiality standard followed is further discussed in Chapter 3, Section B.5. 

20. While the analysis supporting the claims costs forecast for EAB coverages is fully 

disclosed in the EAB report, ICBC’s approach to the selection of analysis assumptions (e.g., 

development factors or trend selections) for the other coverages is consistent with prior RRAs.  

Although the basis of selection may change from year to year (e.g., moving from a four-year 

average to a three-year average), ICBC continues to make every reasonable effort to be 

consistent in the considerations brought to bear in making those decisions, including the 

degree of responsiveness versus stability, and the identification and treatment of outliers.  

Furthermore, ICBC’s approach to the selection of methods to produce the claim costs 

estimates for these coverages remains consistent with prior RRAs. 

21. As has been the practice over several RRAs, the actuaries have evaluated the 

sensitivity of the rate indication to a change in certain assumptions, leaving all other 

assumptions unchanged.  Please see Chapter 3, Figure 3.16 which provides these sensitivities.  

ICBC cautions that these sensitivities are provided for informational purposes only, since the 

scope of professional judgment that goes into the determination of the actuarial rate indication 
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is constrained by the principles of AAP.  Substituting that judgment with different (and 

sometimes arbitrary) assumptions in the manner set out in Figure 3.16 might be informative 

from the perspective of understanding how sensitive the rate indication is to changes in 

assumptions; however, the alternative assumptions posed are not necessarily reasonable for 

use in actuarial analysis based on known facts.  They do not result in an updated rate 

indication that accords with accepted actuarial practice. 

F REASONABLE ASSUMPTIONS, BOTH INDIVIDUALLY AND IN 
AGGREGATE 

22. Accepted actuarial practice in Canada requires that the rate indication should be 

prepared based on assumptions that are not only independently reasonable, but also 

appropriate in aggregate.  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.  ICBC has considered all information together and ensures 

that assumptions used are appropriate both individually and in aggregate.  Section 1620.29 

of the SOP states:  

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. 
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OVERVIEW OF APPENDICES AND TECHNICAL APPENDICES 

1. Section A of this Appendix provides an overview of the Basic insurance coverages 

under Enhanced Care and Section B provides the explanatory notes for each of the appendices 

supporting the actuarial analysis within this Chapter.   

2. Appendix A.0 explains that the work performed in this Chapter adheres to Accepted 

Actuarial Practice (AAP).  Based on AAP, a periodic report should disclose any assumption that 

is different from assumption of continuance of the status quo and if practical, useful, and 

appropriate, disclose the effect of alternative assumptions.1  Therefore, Section C below 

provides an overview of significant changes to the methodology, data, and presentation of 

the actuarial rate indication analysis of this Application as compared to the 2019 revenue 

requirements application (RRA).   

A OVERVIEW OF BASIC COVERAGES 

3. Basic insurance represents the minimum amount of insurance that must be carried by 

BC motorists and must be purchased through ICBC.  Due to processing differences, the 

analysis to compute the adequacy of the rate level for Basic insurance is split in two parts: 

 Plate Owner Basic insurance. 

 Manual Basic insurance. 

4. This Application does not encompass any of the Optional insurance coverages that are 

sold by ICBC. 

5. In a typical year, the Plate Owner Basic insurance represents about 98% of the total 

premium volume for Basic insurance.  The category “Manual Basic” consists of many different 

policy forms or vehicle types that have features requiring different processing than Plate 

Owner Basic insurance.2  The premium experience for Plate Owner and Manual Basic policies 

are analyzed separately. 

6. In this Application, ICBC’s actuaries analyze claims experience for Plate Owner Basic 

insurance individually for the seven components of coverage under Enhanced Care described 

briefly below: 

                                                           
1 Canadian Institute of Actuaries,  (n.d.), Standards of Practice. Section 1710.01. Retrieved from https://www.cia-
ica.ca/publications/standards-of-practice.  
2 Some examples of Manual Basic policies include the Temporary Operation Permit and garage policies. 

https://www.cia-ica.ca/publications/standards-of-practice
https://www.cia-ica.ca/publications/standards-of-practice


 2021 RRA Chapter 3, Appendix A.0.1 Overview of Appendices 

Insurance Corporation of British Columbia 2 
December 15, 2020 

 Enhanced Accident Benefits - Medical Rehabilitation (MR).  This coverage replaces the 

Medical Rehabilitation coverage under the current model, and provides medical and 

rehabilitation benefits for the care and support needed by injured parties for their 

recovery, subject to legal limits.   

 Enhanced Accident Benefits – Income Replacement and Indemnity (IRI).  This 

coverage replaces the Weekly Benefits (WB) coverage under the current model.  It 

provides wage earners, including those who are self-employed, and non-earners (such 

as students and caregivers) higher income replacement benefits than under the 

current model when they are unable to work due to injuries suffered in a crash.  The 

income replacement benefit will provide 90 per cent of net income, calculated based 

on a maximum gross yearly employment income to be prescribed in the Enhanced 

Care regulations.   

 Enhanced Accident Benefits – Permanent Impairment and Death Benefits (PI and DB).  

This coverage replaces the Death Benefits (DB) coverage under the current model, 

and provides a new benefit of up to $250,000 cash compensation for the most seriously 

injured claimants depending on the nature and the percentage of their permanent 

impairment.  

 Basic Vehicle Damage Coverage (BVDC).  This coverage, and the next two Third Party 

Liability (TPL) coverages discussed below, replace the Property Damage (PD) coverage 

under the current model.  BVDC will provide for the recovery of most vehicle damage 

costs, to the extent the driver is not at fault in an accident.  BVDC is a first party 

coverage for vehicle damages up to $200,000.3 

 Third Party Liability – Vehicle Damage (TPL - Vehicle Damage).  TPL – Vehicle Damage 

coverage will continue to provide TPL coverages for vehicle damages where the 

legislated limitation on lawsuits is not applied. 

 Third Party Liability – Non-Vehicle Damage (TPL - Non-Vehicle Damage).  TPL – Non-

Vehicle Damage coverage will continue to provide TPL coverage for non-vehicle 

damages. 

                                                           
3 Based on the 2020 Government Directive regarding ICBC’s Application for a General Rate Change Order for the 
2021 Policy Year.  
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 Third Party Liability – Bodily Injury (TPL - BI).  This coverage replaces Bodily Injury 

(BI) coverage under the current model, and continues to provide TPL coverage for 

bodily injury where the legislated limitation on lawsuits are not applied. 

7. The MR, IRI and PI and DB components comprise Enhanced Accident Benefits 

coverage.  The TPL - Vehicle Damage, TPL - Non-Vehicle Damage and TPL – BI components 

comprise TPL coverage.  

8. The actuaries analyze claims experience for Manual Basic insurance individually for the 

following components of coverage: 

 Enhanced Accident Benefits (EAB) – sum of MR, IRI, and PI and DB.   

 Basic Vehicle Damage Coverage (BVDC). 

 Third Party Liability - Vehicle Damage (TPL - Vehicle Damage). 

 Third Party Liability - Non-Vehicle Damage (TPL - Non-Vehicle Damage). 

 Third Party Liability - Bodily Injury (TPL - BI). 

 Collision.  

 Specified Perils. 

9. The first five components are “Plate Owner” coverages.  The final two coverages only 

appear within Manual Basic and relate to garage policies.  Under section 150(2) of the 

Insurance (Vehicle) Regulation, a garage operator is required to obtain coverage for the peril 

of collision and for a specified subset of the perils, the latter being termed “specified perils”.  

The collision and specified perils coverages protect the garage service operator from liability 

due to the loss or damage to customers’ vehicles that are in the operator’s care, custody, or 

control.  These two Manual Basic insurance coverages comprise the “Collision/Specified Perils” 

coverage. 

B EXPLANATORY NOTES TO THE APPENDICES 

10. The actuarial analysis provides the details of the calculation of the policy year (PY) 

2021 required premium and the projected PY 2021 premium at the current rate level.  The 

methods used for this work are described in the series of appendices listed in Figure A.0.1.1 

below with more detailed calculations provided in the individual numerical appendices and 

technical appendices listed.   



 2021 RRA Chapter 3, Appendix A.0.1 Overview of Appendices 

Insurance Corporation of British Columbia 4 
December 15, 2020 

Figure A.0.1.1 – Elements of Actuarial Analysis 

Appendix 

Set 

Explanation of 

Method 
Appendices Description 

A 

 

A.0.2  

 

A.0.2, A.1 to A.6  The components of 

required premium at 

summary level. 

Technical 

Appendix  A.0 

Technical Appendix A.0, A.1.0 

to A.3.1 

The calculation of the 

required premium for 

the various coverages, 

including discounting 

for the time value of 

money. 

B B.0 B.0 to B.4.2, and Technical 

Appendix  B.0 

Projected premium at 

current rate level, 

including projections 

of written exposure 

and average premium. 

C C.0, C.4.0, 

C.5.0, and C.6.0 

C.0 to C.6.0  Loss Trend Analysis, 

including EAB claims 

costs forecast from 

EAB Report1 and loss 

trending for BVDC and 

TPL.  Also bulk and 

ULAE. 

C Technical 

Appendices C.2.0 

and  C.3.0 

Technical Appendices C.1.0, 

C.2.0 to C.2.2, and C.3.0 to 

C.3.9 

Loss Trend Analysis 

(diagnostics), analysis 

for bulk and ULAE. 

D D.0 D.0 to D.5  Reserving analysis  

D Technical 

Appendix  D.0 

Technical Appendix Sets  D.0 

to D.9 

Reserving analysis 

(technical details)2 

E E.0 E.0 Prospective 

Adjustments 

F F.0  F.0 and F.1  Loss and ALAE 

Payment Patterns 

F Technical 

Appendix F.0 

Technical Appendix F.0 to F.7 Loss and ALAE 

Payment Patterns 

(technical details)2 

G G.0 G.0 to G.2 Capital provision and 

investment income 

from Basic Equity 

H H.0 H.0 to H.4 Expenses and 

Miscellaneous 

Revenue 

1 December 2020 EY Enhanced Accident Benefits Costing Report. 
2  Some of these technical appendices are filed electronically only. 
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11. In this Application, the claims costs forecast for EAB coverages are based on the 

December 2020 EY Enhanced Accident Benefits Costing Report (EAB Report), which uses 

Manitoba Public Insurance (MPI) data in its General Rate Application dated June 17, 20204 

combined with ICBC reserving information as of August 31, 2020.  The actuarial analysis 

underlying ICBC’s loss trending and reserving for non-EAB coverages contained in this 

Chapter, is based on claims information available up to June 30, 2020.  The actuarial analysis 

for ICBC’s exposure and average premium analysis is based on information available up to 

March 31, 2020.  The New Money Rate and the Yield on Basic Equity, as well as the financial 

outlook for operating expenses and other items, are based on information available as of 

September 30, 2020. 

12. In order to support the PY 2021 rate indication under Enhanced Care, certain data and 

methodologies used in the supporting analysis are different from prior RRAs as a result of 

having to reflect the coverage changes introduced by the Enhanced Care model.  These 

coverage changes are discussed in Section A above and in the EAB Report (Appendix C.4.0).  

Details of other changes to data, methodology, and presentation of results used in this 

Chapter are discussed in Section C below. 

13. For each of the appendix sets there is an overview document at the onset of each 

series to outline the purpose of the appendix set and summarize the output and methods 

used.    

C REVISIONS TO THE ACTUARIAL RATE LEVEL INDICATION ANALYSIS 

14. This Section gives a synopsis of the significant changes to the data (Section C.1), 

methodology (Section C.2), and presentation (Section C.3) of the actuarial rate indication 

analysis of this Application as compared to the 2019 RRA. 

C.1 REVISIONS TO DATA 

15. Changes to Data: Measurement - MPI data, which was relied upon for the EAB 

claims forecast, is summarized on a per claim exposure basis;5 in addition, going forward, 

claims data under the new BVDC coverage will also be captured on a claim exposure basis 

which in this case is equivalent to a per vehicle basis.  ICBC has converted their claims data 

                                                           
4 https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf. 
5 Claim exposures represent the part of a claim raised against one specific coverage component by a claimant. A 
claim exposure is created for each claimant making a demand against a coverage group. A claim may contain multiple 
claim exposures related to a single coverage group.  The number of claim exposure and the number of claimants 
under a coverage are generally the same, thus the term “claim exposure” and “claimant” are used interchangeably 
in the Chapter. 

https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf
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(including frequency, severity, and claim count) to be displayed on a per claim exposure level 

for the Enhanced Care coverages where in the past claims were measured on a per claim 

level.  This will enable both ICBC and MPI data to be on a similar basis for comparison 

purposes and is consistent with how future BVDC frequency and severity will be measured.  

ICBC’s ratio of exposures per claim has been stable over time and the impact on frequency 

and severity from the conversion offset each other, therefore converting to this measurement 

is expected to have minimal impact on the PY 2021 indicated rate change.  

16. Changes to Data: Measurement - While the dates for various inputs to the rate 

indication analysis are in general consistent with prior RRAs, the non-EAB claims costs data 

used in this Application is as of June 30, 2020.  This is different from the 2019 RRA, where 

claims data used in the analysis was as of August 30, 2018 (the most recent quarter of the 

fiscal year before the filing date).  Given the amount of work needed to support a rate 

application under a significantly different insurance model (including additional data analysis, 

reserving and loss trending analysis as well as changes in presentation of the material), 

utilizing data at an earlier date was necessary to complete and review this Application by 

December 15, 2020.  This change in the timing of the data used for non-EAB coverages does 

not have a material impact on the rate indication, since the PY 2021 rate change to cover 

costs is mainly driven by claims costs for the EAB coverages under Enhanced Care.  In 

addition, most claims data after March 31, 2020 is not used in the analysis due to the  

one-time impact from COVID-19.  

17.  Change to Data: Manual Coverage Premium – In 2016, manual coverage products 

began their move into Guidewire’s PolicyCenter® (PC) as part of the overall migration of all 

ICBC’s products into the new insurance system.  The move of manual coverage products into 

PC has spanned a number of years: new submissions were transferred first, then renewals in 

a later phase.  Some manual coverage products were moved beginning in 2016 and others in 

2018.  Products that have migrated into PC utilize the new data reporting platform, Hadoop; 

however for the products that have yet to migrate into PC, their data is still captured and 

reported using old legacy systems.  As a result of improvements to the data quality under 

Hadoop versus legacy manual coverage reporting systems, there are some differences in the 

historical data patterns for manual coverages in the transitionary years between 2018 and 

2020.  The following describes the most important differences in the manual premium data 

and an estimated impact for each: 

 In the 2019 RRA, some premium data for manual coverage products issued in 

PolicyCenter was not available at the time of the filing as new reports had not been 
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fully developed.  The missing data, discussed in the 2019 RRA, Chapter 3, Actuarial 

Rate Level Indication Analysis, Appendices B.3.2 and B.3.4, represented less than one 

month of written premium and so fell below the materiality threshold for the 2019 

RRA.  This data is now available and included as part of the fiscal year 2018 premium 

data in this Application, in Appendix B.3.2.  The difference between the estimate used 

in the 2019 RRA and the premium used in this Application is less than $0.3 million and 

has a minimal impact on the PY 2021 indicated rate change.  

 The exposure and premium data for manual coverage products processed through PC 

and reported from the new data reporting platform are assumed to better reflect the 

actual experience of these products and their projection for PY 2021.  This is 

particularly noticeable for Garage (see Appendix B.3.2), where the years when policies 

were being migrated into PC, the Basic average premium was higher than historical 

levels.  This improvement in data quality has an estimated impact of less than 0.1 

percentage points (ppt) on the PY 2021 indicated rate change.   

 The premium reporting functionality that has previously supported the Fleet 

Retrospective Rating program6 by coverage, as used in Appendix B.4.1, is not yet 

available in the new data source but is expected to be fixed before the next RRA.  In 

the absence of credible data for the latest fiscal year, ICBC has relied on the 

participation rates from the 2019 RRA to estimate the PY 2021 premium for Fleet 

Premium Adjustment Agreement (Retrospective Rating) policies in this Application.  

Given the magnitude of the program and the consistency of the historical data, it is 

assumed that this issue has an immaterial impact on the overall PY 2021 indicated 

rate change.  

 Temporary Operation Permits– The exposure and premium from Temporary Operation 

Permits were included in the analysis for Commercial Plate Owner in the past RRAs.  

They are now combined with the Manual Other Special coverages policies in this 

Application, in Appendices B.3.1 and B.3.2.  This change is due to the improvement in 

the Manual coverage premium reporting from Hadoop, the new data source, and has 

no impact on the indicated rate change. 

                                                           
6 Fleets with two hundred vehicles or more or an annual paid premium of more than $100,000 are eligible to 

participate in the Fleet Premium Adjustment Agreement (Retrospective Rating) . Eligible fleets can earn a return of 
premium or will be billed additional premium depending on a fleet’s loss ratios over time. 
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C.2 REVISIONS TO METHODOLOGY 

18. ICBC has made some changes to its methodologies used in the actuarial analysis as 

detailed in the paragraphs below.  The changes were made to align with MPI’s actuarial 

information for the EAB coverage and for the purpose of streamlining the analysis.   

19.  Change to Methodology: Combining Personal and Commercial Claim 

Frequency and Severity Forecast – In previous RRAs, frequency and severity were 

analyzed separately for Personal and Commercial policies, whereas in this Application they 

are presented on a combined basis.  Analysis has shown that the historical claim costs were 

mainly driven by the Personal line of business; thus the future trends were also heavily driven 

by the movements in the Personal line.  Combining the Personal and Commercial lines in the 

analysis created efficiency in the actuarial analysis and streamlined the process, while not 

materially impacting the overall results.  When tested on the current insurance coverages, 

the overall estimated impact of the combination was an additional $17 million in claims costs 

across 18 fiscal loss years (FLY), therefore less than $1 million per FLY on average.  Given 

that most of this impact was from BI (which is expected to be significantly reduced under 

Enhanced Care), this change in methodology has less than a 0.01 ppt estimated impact on 

the indicated rate change.  The mix of Commercial and Personal lines of business will be 

monitored going forward to ensure that any changes in the relative sizes of the two segments 

are taken into account.  The frequency and severity analysis can be found in Appendix Sets C 

and D. 

20. Change to Methodology: Estimation of Claims Service Expenses (ULAE) – In 

past RRAs, it was assumed that the historical relationship between ULAE and Loss and ALAE 

is an appropriate indicator of the Policy Year relationship.  ICBC first projected ULAE costs for 

historical fiscal loss years and derived the ratios between historical ULAE and Loss and ALAE 

(ULAE ratios).  The ULAE ratios were then selected for the PY based on the historical ULAE 

ratios, enabling the PY ULAE costs to be calculated as the product of the selected ULAE ratio 

and the estimated PY Loss and ALAE forecast.  ICBC believes the relationship between ULAE 

and Loss and ALAE will change under Enhanced Care.  In this Application, the PY 2021 ULAE 

costs are therefore derived directly as the product of projected average ULAE costs per claim 

and the projected claim counts ICBC will service.  The projection of ULAE costs is discussed 

in more detail in Technical Appendix C.3.0. 

21.  Historical ULAE data has been used to project future ULAE costs.  For the new 

coverages under Enhanced Care, where historical data is not suitable for predictive purposes 



 2021 RRA Chapter 3, Appendix A.0.1 Overview of Appendices 

Insurance Corporation of British Columbia 9 
December 15, 2020 

due to the product change, future average ULAE costs are derived using projected claim 

services costs required to service Enhanced Care claims and projected claim counts on these 

claims.  This change has no material impact on the indicated rate change. 

22.  Change to Methodology: Payment Patterns for ULAE - Historically, the payments 

for ULAE were assumed to be equal over four quarters within the first two years as quarterly 

payment patterns are not available for claims service costs.  For this Application, this 

assumption is changed to use the Loss and ALAE quarterly payment distribution within the 

first two years as an approximation for how ULAE payments would be paid over the first two 

years.  This change is further discussed in Technical Appendix Set A, and has a +0.01 ppt 

impact on the indicated rate change.  

23. Change to Methodology: Bulk claims costs forecast – Similar to ULAE, in this 

Application the estimated bulk claim amounts for the policy year are forecasted directly from 

historical bulk claim payments, instead of relying on the historical ratio between bulk claims 

and incurred Loss and ALAE as used in the 2019 RRA.  A weighted allocation of forecasted 

Loss and ALAE of the new products under the Enhanced Care model is used in this Application.  

Tort-related legal expenses are expected to be minimal and are reflected in the projection of 

bulk claims under the Enhanced Care model.  The analysis is discussed in more detail in 

Technical Appendix D.6.  This has no material impact on the indicated rate change.  

24. Change to Methodology: Manual Basic claims forecast – In prior RRAs, the 

Manual Basic claims costs forecast was determined using standard methods to project 

historical loss costs.  These are not used for this Application due to the significant differences 

between the current products and the new products under the Enhanced Care model.  Instead, 

a ratio between Manual Basic case incurred Loss and ALAE and Plate Owner case incurred 

Loss and ALAE is calculated for each coverage, and the incurred Manual Basic Loss and ALAE 

forecast is calculated as the product of this ratio and the Plate Owner Loss and ALAE forecast 

for PY 2021.  The analysis is discussed in more detail in Technical Appendix D.5, and the 

forecast for Manual Basic claims costs can be found in Appendix A.6.  This change has no 

material impact on the indicated rate change.  

25. Change to Methodology: BI Loss and ALAE analysis – In previous RRAs, BI Loss 

and BI ALAE were analyzed separately whereas in this Application they are analyzed on a 

combined basis.  Analysis has shown that the historical claims costs were mainly from Loss; 

thus the future trends were also heavily driven by the movements in Loss.  Combining Loss 

and ALAE in the analysis created efficiency in the actuarial analysis and streamlined the 
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process.  When tested on the current insurance coverages, the change in methodology was 

estimated to decrease claims costs by $3 million in total across 18 FLYs; therefore this is 

expected to have less than 0.01 ppt impact on the PY 2021 indicated rate change.  The mix 

of BI Loss and BI ALAE will be monitored going forward to ensure that any changes in the 

relative sizes of the two segments are taken into account.  The BI analysis can be found in 

Technical Appendix D.4. 

26. Change to Methodology: Loss and ALAE Payment patterns –ICBC has restated 

its historical claims data or relied on MPI’s historical claims data for the payment pattern 

analysis for the new coverages under Enhanced Care.  The historical Loss and ALAE payment 

data used in the payment pattern analysis in past RRAs was on a policy year basis.  Data 

aligned with the new coverages is not available on a policy year basis due to constraints from 

MPI data or ICBC’s historical claims costs data.7  However, payment data based on fiscal loss 

year is available for both MPI’s and ICBC’s historical claims data.  In order to adjust the timing 

of the data to a policy year basis, a new step is introduced in the payment pattern analysis 

to convert FLY-based Loss and ALAE payment patterns to PY-based patterns.  The details of 

the analysis are discussed further in Technical Appendix F.0.  The Loss and ALAE payment 

pattern analysis can be found in Appendix Set F.  This change has no material impact on the 

indicated rate change.  

27. Change to Methodology: Exposure and Average Premium Forecast – The 

exposure and average premium forecast were split into the various Basic coverages in the 

prior RRAs.  As a result of changes introduced by the Enhanced Care model, the split between 

the Basic coverages will be significantly different than the current view.  Therefore, the 

historical policy year data by coverage no longer provides meaningful insights for future 

forecasts under Enhanced Care.  In this Application, analysis for exposure and average 

premium are based on historical policy year data combining all Basic coverages.  The exposure 

and average premium forecast analysis can be found in Appendix Set B.  This change has no 

material impact on the indicated rate change.  

28. Change to Methodology: Allocation by coverage – Expenses and Miscellaneous 

Revenues, provided in Appendices H.2 and H.3, were previously allocated between coverages 

using the written premium projection by coverage for the policy year.  As explained in the 

Change to Methodology: Exposure and Average Premium Forecast section, the split between 

                                                           
7 The policy information needed for payment pattern analysis for ICBC’s claims processed before GuideWire 
ClaimCenter (before 2015) is only available in its legacy system.  The program changes needed to extract PY data 
aligned to the new product structure for legacy claims prior to 2015 are deemed unfeasible. 
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Basic coverage under Enhanced Care is expected to be significantly different from that under 

the current model.  As a result, the forecasted incurred Loss and ALAE by coverage under 

Enhanced Care is used for coverage allocation for this Application.   

29. Similarly, investment income on Basic Equity and capital provisions, provided in 

Appendix G.2, were previously allocated between coverages using the proportions of unpaid 

loss and unearned premium by coverage, whereas in this Application the split is based on the 

proportion of incurred Loss and ALAE amounts by coverage.  ICBC acknowledges that the 

capital provision should be allocated by coverage based on risk and Basic capital 

requirements.  Historically, this was captured by using unpaid loss and unearned premium 

since more capital is required for those coverages with higher unearned premium and unpaid 

losses.  However, this information is not available under the new Enhanced Care coverages.  

Since the overall rate change is applied to all coverages equally, the allocation of capital by 

coverage has no impact on the overall rate indication.  As more experience becomes available 

under the Enhanced Care coverages, ICBC will return to its prior methodology of allocation.  

This change has no material impact on the indicated rate change.   

30. Change to Methodology: New Money Rate (NMR) and Yield on Basic Equity 

(YBE) – ICBC is proposing changes to the NMR and YBE formulae in this Application to reflect 

the adoption of the Enhanced Care model and ICBC’s relationship with the British Columbia 

Investment Management Corporation (BCI).  The changes retain the benefits of a formulaic 

approach with a consistent source of inputs, but are expected to result in investment rates 

that better reflect the growing diversity of ICBC’s asset mix, the return profile of ICBC’s 

underlying investments, and the longer expected investment horizon under the Enhanced 

Care model.  The NMR used in the PY 2021 rate indication analysis is based on the weighted 

sum of expected returns of ICBC’s investment assets, determined using the weighting for 

each asset group and BCI’s 15-year annualized return forecasts, plus a Diversification and 

Rebalancing Premium.  To be consistent with changes to the NMR calculation, the formula for 

the yield on equity assets in the YBE calculation is replaced with the equity return component 

of the NMR.  The proposed changes in these formulas resulted in an increase of 9 basis points 

(bps) for the NMR, and 31 bps and 29 bps decrease for the YBE for the two policy periods 

compared to the ones calculated under the currently approved formula.  Combined, this 

change has a +0.2 ppt impact on the indicated rate change.  The proposed changes along 

with reasons and impacts of these changes to both NMR and YBE are further discussed in 

Chapter 5.  They are used as inputs to Appendix Sets A and G.    
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C.3 REVISIONS TO PRESENTATION 

31. In addition to changes in data and methodology, there are also a number of changes 

in the presentation in both the chapter and in the appendices.    

32. Change to Presentation: Components of Required Premium – The components 

of the required premium for PY 2021 are presented on a per policy basis in Chapter 3, 

Figure 3.3, with comparison to the components of the two most recent policy years.  This 

presentation replaces the one used in previous RRAs which showed the impact of the various 

components on the rate change to cover costs.8  ICBC believes that this new format is more 

intuitive and allows direct comparison between the components for PY 2021 relative to the 

corresponding components from previous policy years. 

33. Change to Presentation: Loss Cost Component – In past RRAs, ICBC has 

explained the impact from changes in loss cost by breaking down the impact into Loss Cost 

Forecast Variance (how estimates have changed from the prior policy year’s expectation) and 

Loss Cost Trend (how those costs have trended forward to the new policy year).  However for 

PY 2021, the overall loss cost estimate reflects a very different product and it is not relevant 

nor appropriate to compare to expectations from prior years.  Instead of explaining how costs 

have changed from a prior rate indication analysis, ICBC has taken a ground up approach and 

has explained the components of the loss cost split between frequency (number of claim 

exposures per policy) and severity (average cost per claim exposure) for each of the new 

coverages under the Enhanced Care model.   

34.  Change to Presentation: PY 2021 covers a 23 month policy period – As per the 

2020 Government Directive regarding ICBC’s Application for a General Rate Change Order for 

the 2021 Policy Year, the PY 2021 rate indication analysis in this Application covers the 

23 month period from May 1, 2021 to March 31, 2023.  As the vast majority of the data used 

to calculate the required premium is on an annual format, ICBC has separated PY 2021 into 

two periods for this calculation.  The first policy period is labeled as “PY 2021-1” and 

represents the first 11 months within PY 2021 from May 1, 2021 to March 31, 2022.  The 

second policy period is labeled as “PY 2021-2” and represents the last 12 months from 

April 1, 2022 to March 31, 2023.  This method was selected so results could be compared to 

historical figures which are shown as annual points on the figures within this Application, and 

has a minimal impact on the rate change.  

                                                           
8 See for example the 2019 RRA, Chapter 3, Figure 3.3. 
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35. The PY 2021 required premium and projected premium at current rate level are set to 

the sum of the required premium components for these two periods rather than discounting 

each period to the midpoint of PY 2021, as presented in Appendix A.1.  This is a simplification 

for presentation purposes.  It trades off a small amount of accuracy for an increase in 

readability and limits undue complexity needed in the calculations.  As the two policy periods 

take place at different points in time, the results should be discounted to the same point 

before being combined.  This simplification has an impact of less than 0.1 ppt on the indicated 

rate change (as the increase in one period is mostly offset by the decrease in the other). 

36. Change to Presentation: Indexation Adjustments – The new MR and IRI 

coverages under Enhanced Care will provide benefits subject to future indexation 

adjustments.  However, MPI’s claims costs data, which is being relied on for the claims costs 

and payment pattern analysis for these two coverages, are presented at current benefit levels 

with the effect of indexation removed in MPI’s rate application.  The indexation is instead 

embedded in MPI’s overall discount rate used to calculate the investment income from future 

cash flows.  ICBC is presenting its claims costs and future payment patterns including the 

impact of indexation and applies the unadjusted NMR in the investment income calculation in 

this Application.  This method of presentation was selected to provide readers with the indexed 

claims cost at each forecast year and the full value of the investment income for these two 

coverages.  Both methods are appropriate and the resulting rate indication under both 

methods is identical.  The claims costs estimates with and without indexation adjustment are 

presented in Appendix A.3, and the details of this adjustment are discussed in Technical 

Appendix A.0. 

37. Change to Presentation: Order of Appendices – The order of the forecast and 

reserving appendices is switched in this Application because the forecast analysis directly 

supports the rate indication, whereas the reserving analysis supports the forecast and does 

not directly impact the rate indication.  The forecast analysis is in Appendix Set C and the 

reserving analysis is in Appendix Set D in this Application.  
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A EXPLANATORY NOTES FOR REQUIRED PREMIUM CALCULATION 

1. Required premium is calculated using a discounted cash flow method, as was the case 

in prior revenue requirements applications.  Through this method, policyholders receive the 

benefit of reduced required premium because they are credited with both investment income 

earned on Basic equity and with investment income earned on policyholder premiums 

associated with policies to be sold during policy year (PY) 2021. 

2. Appendix A.1 is an expansion of Figure 3.1 from Chapter 3, which provides a summary 

of the components that make up required premium, in a format similar to an income 

statement.  Appendix A.1 displays the amounts for expected claims and related costs, 

administrative expense, broker fees, premium tax, and capital provision, as well as offsets 

for income attributable to miscellaneous revenue and investment income.  As a result of the 

23-month policy period, Appendix A.1 presents these amounts split between PY 2021-1 and 

PY 2021-2 and also shows the total PY 2021.  The Appendix also displays the total projected 

PY 2021 premium at the current rate level and the Basic insurance surplus that would result 

if no rate change were implemented.  Historical amounts for the most recent two policy years 

are also shown for comparison purposes. 

3. Appendix A.2 shows the components of required premium by coverage for PY 2021-1, 

PY 2021-2 and in total for PY 2021 prior to discounting for the time value of money.  The 

footnotes on Appendix A.2 offer additional details. 

4. Appendices A.3, A.4, A.5, and A.6 provide summaries of the PY 2021 Incurred Loss 

and allocated loss adjustment expenses (ALAE) and unallocated loss adjustment expenses 

(ULAE) for Plate Owner Basic by coverage (Appendix A.3 for Enhanced Accident Benefits, 

Appendix A.4 for Basic Vehicle Damage Coverage, and Appendix A.5 for Third Party Liability) 

and Manual Basic policies (Appendix A.6) as determined from Appendix Sets B and C.  For 

both the Medical Rehabilitation and Income Replacement and Indemnity coverages, 

Appendix A.3 also provides the PY 2021 Incurred Loss and ALAE adjusted for the impact of 

indexation.  
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Summary of the Components of Required Premium ($000's)

(1) (2) (3) (4) (5)

Required Premium 

PY 2021-1

Required 

Premium PY 2021-

2

Required 

Premium PY 

2021

Required 

Premium PY 

2020

Required 

Premium PY 

2019

Appendix Reference / 

Formula for (1) and (2)

A. Claims and Related Costs

(a) Loss and ALAE Payments 2,210,935 2,606,371 4,817,306 3,228,323            3,368,386            A.2: Rows (f) and (l) Col (4)

(b) Claims Services Expenses (ULAE) 210,009 226,349 436,359 274,112               274,446               A.2: Rows (f) and (l) Col (5)

(c) Road Safety and Loss Management (RSLM) 45,253 50,940 96,193 50,132                 48,356                 A.2: Rows (f) and (l) Col (7)

(d) Total Claims and Related Costs 2,466,198 2,883,660 5,349,858 3,552,567            3,691,188            (a) + (b) + (c)

B. Expenses

General Expense

(e)    Administration and Other 65,799 76,178 141,977 66,728                 64,061                 H.1  Row (e) Col (8) and (9)

(f)    Insurance Services 60,463 67,152 127,614 73,549                 68,514                 H.1  Row (f) + Row (g) Col (8) and Col (9)
(g)    Non-Insurance Expense 115,483 129,961 245,443 111,220               106,612               H.1  Row (h) Col (8) and (9)

(h) Total General Expense 241,744 273,290 515,034 251,496               239,187               (e) + (f) + (g)

(i) Per Policy Broker Fee 98,211 109,020 207,231 100,841               98,730                 A.2: Rows (f) and (l) Col (8a)

(j) Variable Broker Fee 2,175 2,485 4,660 3,791                   3,892                   A.2: Rows (f) and (l) Col (8b)

(k) Premium Tax 123,008 142,345 265,353 159,076               162,414               A.2: Rows (f) and (l) Col (9)

(l) Total Expenses 465,138 527,140 992,278 515,204               504,223               sum (h) through (k)

(m) Total Claims and Expenses 2,931,335 3,410,800 6,342,136 4,067,771            4,195,411            (d) + (l)

C. Capital Provision

(n) Capital Maintenance 68,501 77,255 145,756 73,933                 73,341                 G.1: Row (t)

(o) Capital Build 373,087 420,761 793,848 -                       -                       G.1: Row (r)

(p) Total Capital Provision 441,588 498,016 939,604 73,933                 73,341                 (n) + (o)

(q) Total Projected Costs 3,372,923 3,908,816 7,281,739 4,141,704            4,268,753            (m) + (p)

D. Miscellaneous Revenue and Investment Income

(r) Net Payment Plan Finance Fees 49,241 52,663 101,904 67,813                 62,418                 H.3: Rows (e) and (j) Col (3) 

(s) Short Term Surcharge 17,004 19,125 36,129 19,281                 18,877                 H.3: Rows (e) and (j) Col (4) 

(t) Driver Penalty Point & Driver Risk Penalty Premiums 30,765 29,004 59,769 34,047                 32,165                 H.3: Rows (e) and (j) Col (5) 

(u) Unlisted Driver Accident Premium & Graduated License Plan Fee 6,740 7,355 14,095 6,635                   7,392                   H.3: Rows (e) and (j) Col (6) + Col (7) 

(v) Income Transfer from Optional -                           -                        -                       -                       -                       

(w) Investment Income on Basic Equity 13,676 21,081 34,757 4,945                   7,468                   A.2: Rows (f) and (l) Col (3)

(x) Investment Income on Policyholder Supplied Funds                    459,865                  544,481 1,004,346 393,614               449,202               A.2: Rows (f) and (l) Col (12) - Col (10)

(y) Total Miscellaneous Revenue and Investment Income 577,291 673,709 1,251,000 526,335 577,522 sum (r) through (x)

(z) Required Premium 2,795,632 3,235,107 6,030,739 3,615,369 3,691,231            (q) - (y)

(aa) Projected Premium at Current Rate Level 3,342,265 3,756,471 7,098,736 3,609,065            3,473,630            B.1. 1 Row (e) + B.3.1 Row (e)

(ab) 2021 Basic Insurance Revenue Surplus / (Deficiency) 1,067,997 (6,304)                  (217,601)              (aa) - (z)

Indicated Rate Level Change -15.0% 0.2% 6.3% -(ab) / (aa)

Notes:

(3)  = Col (1) + Col (2)

(4) The required premium and its components for PY 2020 were used to support the Government Direction of a 0% PY 2020 rate change and were not publicly filed. They are provided here for comparative purposes.  

(5) from 2019 RRA 

Description

PY 2021 Actuarial Analysis
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Required Premium

Summary of the Components of Required Premium by Coverage at Full Value ($000's)

Required 

Premium

Miscellaneous 

Revenue

Investment 

Income on 

Basic Equity

Loss & ALAE 

Payments

Claims 

Service 

Expense 

(ULAE)

General 

Expense

Road Safety and 

Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Variable 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value 

Factor

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8a) (8b) (9) (10) (11) (12)

Components at Full Value

PY 2021-1 Technical Appendix Reference

(a) Plate Owner EAB A.1.1 1,736,240 69,250 9,128 1,475,725 129,134 161,356 30,205 65,552 0 76,395 (123,749)       n/a 294,745

(b) Plate Owner BVDC A.1.2 844,820 27,048 3,565 576,400 67,971 63,024 11,798 25,604 0 37,172 93,465          n/a 115,124

(c) Plate Owner Third Party Liability A.1.3 154,976 5,357 706 114,152 8,546 12,481 2,336 5,071 0 6,819 11,633          n/a 22,800

(d) Plate Owner Total (a) + (b) + (c) 2,736,036 101,654 13,400 2,166,277 205,650 236,861 44,339 96,227 0 120,386 (18,650)         n/a 432,668

(e) Manual A.1.4 59,596 2,096 276 44,658 4,359 4,883 914 1,984 2,175 2,622 373               n/a 8,919

(f) Total Basic (d) + (e)  2,795,632 103,750 13,676 2,210,935 210,009 241,744 45,253 98,211 2,175 123,008 (18,277)         n/a 441,588

PY 2021-2 Technical Appendix Reference

(g) Plate Owner EAB A.2.1 2,002,261 72,093 14,071 1,737,464 136,114 182,181 33,958 72,675 0 88,099 (162,066)       n/a 332,409

(h) Plate Owner BVDC A.2.2 986,160 28,373 5,496 683,791 76,077 71,699 13,364 28,602 0 43,391 103,104        n/a 129,835

(i) Plate Owner Third Party Liability A.2.3 177,693 5,495 1,088 132,442 9,437 13,887 2,589 5,540 0 7,818 12,563          n/a 25,713

(j) Plate Owner Total (g) + (h) + (i) 3,166,114 105,961 20,655 2,553,698 221,629 267,767 49,910 106,817 0 139,309 (46,399)         n/a 487,957

(k) Manual A.2.4 68,993 2,186 426 52,673 4,721 5,523 1,029 2,203 2,485 3,036 (66)                n/a 10,059

(l) Total Basic (j) + (k) 3,235,107 108,147 21,081 2,606,371 226,349 273,290 50,940 109,020 2,485 142,345 (46,465)         n/a 498,016

PY 2021 Total

(m) Plate Owner EAB (a) + (g) 3,738,501 141,343 23,199 3,213,189 265,248 343,537 64,163 138,227 0 164,494 (285,815)       n/a 627,153

(n) Plate Owner BVDC (b) + (h) 1,830,980 55,421 9,061 1,260,191 144,048 134,722 25,162 54,206 0 80,563 196,569        n/a 244,959

(o) Plate Owner Third Party Liability (c) + (i) 332,669 10,852 1,795 246,595 17,983 26,369 4,925 10,611 0 14,637 24,197          n/a 48,513

(p) Plate Owner Total (m) + (n) + (o) 5,902,150 207,616 34,055 4,719,975 427,279 504,629 94,249 203,044 0 259,695 (65,049)         n/a 920,625

(q) Manual (e) + (k) 128,589 4,281 702 97,331 9,080 10,406 1,944 4,187 4,660 5,658 307               n/a 18,979

(r) Total Basic (p) + (q) 6,030,739 211,897 34,757 4,817,306 436,359 515,034 96,193 207,231 4,660 265,353 (64,743)         n/a 939,604

(s)

(t)

(u)

Column (10) "Total Cash Flow" shows the underwriting loss associated with the Basic book of business for each of the periods.  Column (12) "Discounted Cash Flow" shows the amount of capital provision expected to be generated by the Basic policies during the corresponding periods. 

The total investment income expected to accrue to policyholders during each period is the difference of these two quantities.   

Column (11) Present Value (PV) Factor is included here to be consistent with the column labels of Technical Appendices A.1.1 to A.2.4, but is blank because there is, for any given row, no single factor that represents the average PV factor for each of the components of premium.   See 

Technical Appendices A.1.1 to A.1.4 for PY 2021-1 and A.2.1 to A.2.4 for PY 2021-2 for the PV factors.

Figures for PY 2021, shown in rows (m) to (r), are the sum of PY 2021-1 and PY 2021-2. The small timing difference between PY 2021-1 and PY 2021-2 is not accounted for in this calculation given its immaterial impact on the indicated rate change and the added complexity that would be 

required to include. 

PY 2021 Actuarial Analysis
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Policy Year 2021 Incurred Loss & ALAE and ULAE

Plate Owner Basic - Enhanced Accident Benefits

PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2

(1) (2) (3) (4) (5) (6) (7) (8)

(a) Exposure Appendix B.0, Figure B.0.1 3,168,263       3,574,242     3,168,263 3,574,242     3,168,263       3,574,242           

(b) Frequency Appendix C.0, Figure C.0.1 2.10% 2.10% 0.23% 0.23% 0.19% 0.19%

(c) Severity Appendix C.0, Figure C.0.1 10,383            10,939         54,677      56,721         23,775            24,052                

(d) Incurred Loss & ALAE excluding Bulk and indexation ($ 000's) (a) x (b) x (c) / 1000 690,390          820,562        392,427    459,265        145,830          166,434              1,228,646 1,446,261

(e) Bulk Claims Provision ($ 000's) Appendix C.2 3,398 3,905 1,840 2,083 632 698 5,871 6,686

(f.1) Incurred Loss & ALAE excluding indexation ($ 000's) (d) + (e) 693,788 824,467 394,267 461,348 146,462 167,132 1,234,517 1,452,947

(f.2) Incurred Loss & ALAE including indexation ($ 000's)

MR and IRI: T. Appendix A.3.1 Col (8), (9), (12), (13) 

row (14); PI&DB row (f.1) 818,359 972,502 510,904 597,830 146,462 167,132 1,475,725     1,737,464     

(g) Incurred ULAE ($ 000's) Appendix C.3 53,134            54,621         45,253      48,576         30,747            32,917                129,134 136,114

Total
Medical Rehabilitation

Income Replacement 

and Indemnity

Permanent Impairment and 

Death Benefits
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Policy Year 2021 Incurred Loss & ALAE and ULAE

Plate Owner Basic - Basic Vehicle Damage Coverage 

PY 2021-1 PY 2021-2

(1) (2)

(a) Exposure Appendix B.0, Figure B.0.1 3,168,263 3,574,242

(b) Frequency Appendix C.0, Figure C.0.1 3.77% 3.74%

(c) Severity Appendix C.0, Figure C.0.1 4,797           5,085         

(d) Incurred Loss & ALAE excluding Bulk ($ 000's) (a) x (b) x (c) / 1000 573,592 680,570

(e) Bulk Claims Provision ($ 000's) Appendix C.2 2,808 3,222

(f) Incurred Loss & ALAE ($ 000's) (d) + (e) 576,400 683,791

(g) Incurred ULAE ($ 000's) Appendix C.3 67,971 76,077

BVDC

PY 2021 Actuarial Analysis



Insurance Corporation of British Columbia Appendix  A.5

Policy Year 2021 Incurred Loss & ALAE and ULAE

Plate Owner Basic - Third Party Liability

PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2

(1) (2) (3) (4) (5) (6) (7) (8)

(a) Exposure Appendix B.0, Figure B.0.1 3,168,263 3,574,242 3,168,263 3,574,242 3,168,263     3,574,242    

(b) Frequency Appendix C.0, Figure C.0.1 0.07% 0.07% 0.17% 0.16% 0.02% 0.02%

(c) Severity Appendix C.0, Figure C.0.1 8,220        8,750           7,201               7,599           79,944          87,493         

(d) Incurred Loss & ALAE excluding Bulk ($ 000's) (a) x (b) x (c) / 1000 17,907 21,025 37,959 43,711 57,767 67,124 113,633           131,860           

(e) Bulk Claims Provision ($ 000's) Appendix C.2 85 96 169 188 265 298 519                  583                  

(f) Incurred Loss & ALAE ($ 000's) (d) + (e) 17,992 21,121 38,129 43,900 58,032 67,421 114,152 132,442

(g) Incurred ULAE ($ 000's) Appendix C.3 4,436 4,965 1,831 2,049 2,279 2,423 8,546               9,437               

TPL - Vehicle Damage TPL - Non-Vehicle Damage TPL - BI Total

PY 2021 Actuarial Analysis
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Policy Year 2021 Incurred Loss & ALAE and ULAE

Manual Basic

EAB BVDC

TPL - Vehicle 

Damage

TPL - Non-

Vehicle Damage TPL - BI

Collision and 

Specified Perils Total

(1) (2) (3) (4) (5) (6) (7)

(a) Manual Basic Proportion of Plate Owner Incurred 1.83% 1.98% 3.25% 1.53% 3.08% 0.59%

(b) PY 2021-1 Plate Owner Incurred Loss & ALAE excluding Bulk ($ 000's) 1,469,855 573,592 17,907 37,959 57,767 573,592 

(c) PY 2021-1 Manual Basic Incurred Loss & ALAE ($ 000's) 26,963 11,360 582 580 1,781 3,391 44,658 

(d) PY 2021-1 Manual Basic ULAE ($ 000's) 4,359

(e) PY 2021-2 Plate Owner Incurred Loss & ALAE excluding Bulk ($ 000's) 1,730,778 680,570 21,025 43,711 67,124 680,570 

(f) PY 2021-2 Manual Basic Incurred Loss & ALAE ($ 000's) 31,749 13,479 684 668 2,070 4,024 52,673 

(g) PY 2021-2 Manual Basic ULAE ($ 000's) 4,721

(a)

(b) and (e) (1):  From A.3 Row (f.2) - (e); Bulk is removed from the indexed Incurred Loss and ALAE amount since it is not considered in the proportion under Row (a). 

(b) and (e) (2) through (6):  A.4 Row (d) and A.5 Row (d); BVDC Plate Owner Incurred Loss and ALAE is also used for Collision and Specified Perils to be consistent with the derivation of the proportions in Row (a)

(c) 

(f) = (a) x (e)

(d), (g) Appendix C.3

From Appendix D.5, Section C.  The ratio of Manual Basic to Plate Owner Basic for the EAB coverage under Enhanced Care is expected to be the same as the current Accident Benefit (including DB) coverage. 

Therefore, the historical AB proportion is used for PY 2021 Manual Basic EAB Incurred Loss & ALAE calculation.

= (a) x (b)

PY 2021 Actuarial Analysis
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PROJECTED PREMIUM AT CURRENT RATE LEVEL FOR PLATE OWNER 

BASIC POLICIES 

1. To determine the indicated rate change in Appendix A.1, a forecast of policy year  

(PY) 2021 projected premium at current rate level is required.  The projected premium at 

current rate level is the product of the estimated written exposure1 and the estimated average 

premium at current rate level.  As in prior revenue requirements applications (RRAs), this 

analysis is provided in two sections.  The estimate of the PY 2021 written exposure is 

discussed in Section A and the estimate of the PY 2021 average premium at current rate level 

is discussed in Section B.   

2. Since PY 2021 represents a 23-month period from May 1, 2021 to March 31, 2023, 

the Insurance Corporation of British Columbia (ICBC) is separating the policy year into two 

periods for forecasting purposes.  The first policy period  is May 1, 2021 to March 31, 2022, 

and is labelled as “PY 2021-1” in the Application. The second policy period is April 1, 2022 to 

March 31, 2023, and is labelled as “PY 2021-2”.  For the tables provided in this Appendix, PY 

2021–1 represents the sum of written exposures or average premium for the 11 months in 

the period, thus generally different from historical annual figures presented in the same table.  

These values reflect the amounts used in this Application.  However, for the graphs provided 

in this Appendix, PY 2021–1 is annualized (equal to the projected fiscal year 2021/22 point) 

for comparability purposes. 

3. This Appendix focuses on the models selected for Plate Owner Basic policies.  

Appendix B.3.1 summarizes the analysis and results for Manual Basic policies, while 

Appendices B.4.1 and B.4.2 show the analysis for the Fleet Retrospective Rating Plan. 

A DESCRIPTION OF THE EXPOSURE MODEL 

4. PY 2021 written exposure is the forecast of the number of policies expected to be 

written between May 1, 2021 and March 31, 2023. 

5. Forecast models are selected for Personal, Commercial, Trailer, and Off-Road Vehicles 

(ORV) rate class groups.  For the Personal and Commercial segments, the written exposure 

forecasting models are further broken down into a set of mutually exclusive groups using 

historical exposure data.2  Each group has a significant influence on the overall exposure trend 

                                                           
1 Written exposure is equivalent to the number of policies written.  
2 Note that historical data on or after March 2020 has been excluded from this analysis since it is impacted by 
COVID-19.  For the purposes of this Application, ICBC is assuming that all exposure and premium data post 
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and/or overall average premium trend.  Exposure groups are determined from a group of rate 

classes and/or a group of rating territories.  The exposure groups are chosen using an iterative 

process in which the potential to explain historical changes in overall exposure and/or overall 

average premium of different candidate exposure groups is considered.   

6. Regression models use the relationship between historical exposure and historical 

values of selected explanatory variables to arrive at a forecast of future exposure.  Preference 

is given to explanatory variables that have a reliable forecast and an intuitive relationship to 

the business segment being forecast.  A simple regression model which relies on a single 

explanatory variable, such as the variable of time, is often the preferred model if it fits the 

historical exposure data well and produces a reasonable and intuitive forecast.  A more 

complex model is chosen only if it provides a significant improvement over the simple model.  

This approach provides an appropriate balance between a model’s goodness of fit and its 

simplicity.   

7. The regression models are fit to monthly exposure data and include seasonality 

explanatory variables to account for historical seasonal patterns in the data.  Information on 

diagnostics for these models can be found in Technical Appendix B.0.  Data for explanatory 

variables is obtained from BC Stats as of April 2020.      

8. Total Personal and Total Commercial exposures are forecast by summing the modeled 

exposures for the selected exposure groups.  The selected exposure groups, explanatory 

variables and the period of historical data used in each model for estimating the Plate Owner 

written exposure forecast are shown in Appendix B.2.  Figure B.0.1 below provides a summary 

of the forecast PY 2021-1 and PY 2021-2 written exposure for each line of business, where 

PY 2021-1 comprises 11 months of written exposure, and the values are thus noticeably lower 

than for PY 2021-2.  The summary is also presented in Appendix B.1.1.   

Figure B.0.1 – PY 2021 Forecast Written Exposure (Plate Owner) 

 PY 2021-1 PY 2021-2 

Personal 2,909,325 3,278,473 

Commercial 258,938 295,769 

Personal + Commercial 3,168,263 3,574,242 

Trailer 430,577 499,383 

ORV 47,208 55,122 

                                                           
May 1, 2021 will resume at pre-COVID trends with no long term impacts from COVID-19 (please see Appendix E.0, 
Prospective Adjustments for further explanation on the estimated impacts of COVID-19 for this policy year).  
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9. Figures B.0.2 and B.0.3 below show modeled versus actual written exposure plots for 

each of the Personal and Commercial exposure models, indicating how well the model fits the 

data.  The modeled versus actual plots are shown on an annualized basis, although the models 

are actually fit to monthly data points.  A table of actual historical exposure and modeled 

exposure is shown below each of the modeled versus actual exposure plots. 

10. The selected exposures for PY 2021-1 and PY 2021-2 are the sum of the modeled 

exposures for each month of the policy period.  PY 2021-1 is depicted as a cross and  

PY 2021-2 is depicted as a triangle.  Trailer and ORV exposure forecasts are shown in 

Figures B.0.4 and B.0.5. 

11. Personal Written Exposure –  The selected exposure groups used to estimate the 

Personal written exposure forecast are shown in Appendix B.2.  Ignoring the impacts from 

COVID-19 which has contributed to the lower fiscal year 2019/20 data point, the growth in 

Personal written exposure in recent years shown in Figure B.0.2 below is expected to continue 

through PY 2021.  This growth is mainly attributable to the continued increase in policies 

written in the Greater Vancouver (GV) and Fraser Valley (FV) areas.  
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Figure B.0.2 – Personal Written Exposure Forecast and Table of Values 

 

 

Fiscal Year Actual 
Year over Year 

Change 
Modeled 

Year over Year 
Change in Modeled 

2010/11 2,619,614    

2011/12 2,662,771 1.6%   

2012/13 2,706,973 1.7%   

2013/14 2,740,949 1.3%   

2014/15 2,826,371 3.1%   

2015/16 2,893,759 2.4%   

2016/17 2,961,134 2.3% 2,968,727  

2017/18 3,023,697 2.1% 3,018,200 1.7% 
2018/19 3,077,425 1.8% 3,068,514 1.7% 
2019/20 3,074,438 -0.1% 3,119,683 1.7% 
2020/21   3,171,722 1.7% 
2021/22   3,224,647 1.7% 
2022/23   3,278,473 1.7% 

PY 2021-1(a)   2,909,325  

PY 2021-2   3,278,473  

(a):  PY 2021-1 represents 11 months of written exposure; thus the values are noticeably lower than for PY 2021-2 
and other annual points presented in the  table.  For comparison purposes, the annualized PY 2021-1 figure (equal 
to fiscal year 2021/22) is presented as a cross on the graph above.  
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12. Commercial Exposure – The exposure groups used to estimate the overall 

Commercial written exposure forecast are shown in Appendix B.2.   Ignoring the impacts from 

COVID-19 which has contributed to the lower fiscal year 2019/20 data point, the growth in 

Commercial written exposure in recent years shown in Figure B.0.3 below is seen throughout 

most of the commercial segments, and is expected to continue to increase at the same trends 

throughout PY 2021.  

13. As discussed in Appendix A.0.1, Section C, Temporary Operating Permits (TOP) policies 

were included in the Commercial line of business in past RRAs.  They have been removed 

from the Commercial data and will now be reported under Manual Basic going forward. 

Therefore, historical exposure counts have been adjusted and are slightly lower compared to 

previous RRAs to reflect this change. 
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Figure B.0.3 – Commercial Written Exposure Forecast and Table of Values 

 

 

Fiscal Year Actual 
Year over Year 

Change 
Modeled 

Year over Year 

Change in Modeled 

2010/11 212,906   
 

2011/12 216,976 1.9%  
 

2012/13 220,460 1.6%  
 

2013/14 222,839 1.1%  
 

2014/15 229,797 3.1%  
 

2015/16 237,750 3.5%  
 

2016/17 246,278 3.6%  
 

2017/18 254,881 3.5% 255,543  

2018/19 263,973 3.6% 263,133 3.0% 

2019/20 265,288 0.5% 270,935 3.0% 

2020/21   278,970 3.0% 

2021/22   287,245 3.0% 

2022/23   295,769 3.0% 

PY 2021-1(a)   258,938 
 

PY 2021-2   295,769 
 

(a):  PY 2021-1 represents 11 months of written exposure; thus the values are noticeably lower than for PY 2021-2 
and other annual points presented in the  table.  For comparison purposes, the annualized PY 2021-1 figure (equal 
to fiscal year 2021/22) is presented as a cross on the graph above.  

14. Trailers Exposure –  The Trailers written exposure forecast and table of values are 

shown in Figure B.0.4.  Trailer exposure is forecast using a simple three-year exponential 

regression model (excluding March 2020 since it is influenced by COVID-19) which reflects 

the historical year over year growth.  
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Figure B.0.4 – Trailers Written Exposure Forecast and Table of Values 

 

 

Fiscal Year Actual 
Year over Year 

Change 
Modeled 

Year over Year 

Change in Modeled 

2010/11 382,868    

2011/12 397,277 3.8%   

2012/13 407,786 2.6%   

2013/14 412,919 1.3%   

2014/15 434,191 5.2%   

2015/16 443,854 2.2%   

2016/17 444,148 0.1%   

2017/18 459,548 3.5% 459,291  

2018/19 470,180 2.3% 467,043 1.7% 

2019/20 467,649 -0.5% 474,926 1.7% 

2020/21   482,943 1.7% 

2021/22   491,094 1.7% 

2022/23   499,383 1.7% 

PY 2021-1(a)   430,577  

PY 2021-2   499,383  

(a):  PY 2021-1 represents 11 months of written exposure; thus the values are noticeably lower than for PY 2021-2 
and other annual points presented in the  table.  For comparison purposes, the annualized PY 2021-1 figure (equal 
to fiscal year 2021/22) is presented as a cross on the graph above.  

15. Off-Road Vehicles (ORV) Exposure –  The ORV written exposure forecast is shown 

in Figure B.0.5.  The ORV program began in November 2014 on a voluntary basis, and Basic 

insurance became mandatory on November 1, 2015 for ORVs that operate on or across 
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highways.  The number of ORV owners that purchase Basic insurance increased significantly 

after implementation as policyholders gained awareness of the program.  The year over year 

trend in exposures has been increasing but at a decreasing rate.  ICBC has applied a 

moderated growth rate of 5% to the FY 2020 point (excluding the March 2020 point due to 

COVID-19) to estimate the growth in ORVs for the forecast years.  The moderated growth 

rate of 5% was selected judgmentally to reflect the decline in historical ORV growth rates 

(table below shows the year over year growth rate declining from 39.5% to 10.7% over the 

last 3 years) and the expectation that the trend will move towards the lower Personal trend 

of 1.7% (based on current selection) over time.    
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Figure B.0.5 – ORV Written Exposure Forecast 

 

 

Fiscal Year Actual 
Year over Year 

Change 
Modeled 

Year over Year 
Change in Modeled 

2010/11     

2011/12     

2012/13     

2013/14     

2014/15     

2015/16     

2016/17 35,535 39.5%   

2017/18 39,898 12.3%   

2018/19 44,160 10.7%   

2019/20 46,654 5.6% 47,616  

2020/21   49,997 5.0% 

2021/22   52,497 5.0% 

2022/23   55,122 5.0% 

PY 2021-1(a)   47,208  

PY 2021-2   55,122  

(a) PY 2021-1 represents 11 months of written exposure; thus the values are noticeably lower than for PY 2021-2 
and other annual points presented in the  table.  For comparison purposes, the annualized PY 2021-1 figure (equal 
to fiscal year 2021/22) is presented as a cross on the graph above.  
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B. DESCRIPTION OF THE AVERAGE PREMIUM MODEL 

16. Average premium at current rate level for PY 2021-1 and PY 2021-2 are estimated by 

summing the forecasted premium values for the policy period and dividing by the forecasted 

exposure values for the same period.   

17. In general, the first step to estimate forecasted average premium is to “on-level” 

historical written premium data.  Historical written premiums must be adjusted to the current 

rate level in order to reflect any prior rate changes including the one-time rate design impacts3 

that have occurred since those premiums were written.  This ensures that all historical 

premiums are on the same rate basis, which allows the impact attributable to premium trend 

to be estimated.  Premium trend represents the changes in ICBC’s average premium level 

that are not due to rate level changes.  Factors such as shifts in the mix of business by 

experience level, rate class and territory, or shifts in the mix of new rating factors such as 

changes in listed drivers or a change in the proportion of policies eligble for discounts may 

create a detectable trend in the average Basic insurance premium.  Once the data is  

on-leveled, a regression model is applied to the adjusted historical average premium data to 

fit any measurable trend.  

18. In order to determine the overall expected average premium for PY 2021-1 and  

PY 2021-2, separate forecast models are considered for Personal and Commercial.  Regression 

models are fit to historical average premium data based on the same chosen exposure groups 

as the exposure models discussed in Section A.  Personal and Commercial models are obtained 

from the exposure weighted average of the models for the selected groups and changes in 

trends from year to year are a result of changes in relative weightings of the various exposure 

groups.  Different from the 2019 RRA, the average premium analysis in this Application 

combines all Basic coverages (i.e. Third Party Basic, Underinsured Motorist Protection, and 

Part 7).  This is a temporary change and is the result of the move to the Enhanced Care model 

where there will be a significant shift in the costs between the coverages along with a shift in 

the associated premiums for each coverage.  As a result, any trend within the historical 

average premiums by coverage under the current model will no longer provide meaningful 

                                                           
3 There was a one-time estimated impact of -3.0 ppt on average written premium due to the shift to the new rating 
model on September 1, 2019.  Although the implementation of rate design was expected to be revenue neutral, 
there was a resulting premium impact which was mainly due to a greater than expected number of customers not 
listing drivers.  This resulted in ICBC collecting less premium after the implementation of the new rating model than 
it had anticipated.  This is considered to be a one-time downward shift in average premium to reflect the new rating 
model and it was included as an unfavourable cost component within the Government-directed PY 2020 rate change 
of 0.0%.  Rate design is expected to have no impact on the rate need for PY 2021 as future impacts from the 
September 1, 2019 rate design implementation are expected to be revenue neutral.    
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insights that can be used to estimate the future projected premium in total for PY 2021.  

Information on diagnostics for the average premium models can be found in Technical 

Appendix B.0.   

19. Trailer average premium and ORV average premium are each analyzed separately, 

and are discussed following the Personal and Commercial average premium forecasts.  Trailers 

and ORVs have low average premiums relative to the other groups and ICBC analyzes them 

separately to ensure that they do not distort the average premium trends for other groups. 

20. Figure B.0.6 below provides a summary of the forecast PY 2021-1 and PY 2021-2 

average premium at current rate level for each line of business.  

Figure B.0.6 – PY 2021 Forecast Average Premium (Plate Owner) at Current Rate 

Level 

  PY 2021-1 PY 2021-2 

Personal $966  $962  

Commercial $1,597  $1,592  

Trailer $54.12  $53.91  

ORV $31.39  $31.35  

21. Figures B.0.7 and B.0.8 below show modeled versus actual average premium plots for 

the Personal and Commercial average premium models, indicating how well the model fits the 

data.  The modeled versus actual plots are shown on an annualized basis, although the models 

are actually fit to monthly data points.  A table of actual historical average premium at current 

rate level and modeled average premium is shown below each of the modeled versus actual 

average premium plots.  The selected average premium forecast for PY 2021-1 is depicted as 

a cross and the forecast for PY 2021-2 is depicted as a triangle in the modeled versus actual 

plots with the numerical data presented in the tables that follow. 

22. Actual historical average premium at current rate level and the selected average premium 

forecast for Personal and Commercial are also shown in Appendix B.1.2.  The selected Trailer 

and ORV average premium forecasts are shown in Appendix B.1.1. 

23. Personal Average Premium – The Personal average premium is forecasted by 

calculating a weighted average of the modeled average premiums of the selected exposure 

groups shown in Appendix B.2.  Note that all models have removed March 2020 from the 
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analysis due to the impacts from COVID-19 .4  As seen in Figure B.0.7, there was a moderate 

increase in average premium observed between 2015 and 2017 which is the same period 

which experienced an increase in crash frequency.  Since a customer’s premium can increase 

with a recent crash, increasing crash trends will also influence average premium.  With the 

downward crash frequency trend seen over the last few years, this upward pressure on 

average premium is no longer observed and the overall average premium downward trend 

has returned.  The overall downward trend is therefore mainly attributed to a lower than 

expected crash frequency as well as growth in the over age 65 cohort of drivers.  Since the 

customers who are 65 years or older are eligible to receive a senior’s discount and the 

proportion of customers who are 65 years or older has been increasing over time, this has 

contributed (and is expected to continue to contribute) to a downward pressure on average 

premium.  The decline in average premium is somewhat offset by the growth in GV and FV 

policies that have a higher than average premium.   

24. The factors indicated above are expected to continue in the near future and, as a result, 

the downward trend in Personal average premium is expected to continue throughout  

PY 2021.  

  

                                                           
4 The low fiscal year 2019/20 average premium is driven by policies moved to lower rated rate classes, e.g., shifting 
from a to and from work rate class to a pleasure use rate class, during the COVID-19 lockdown in March 2020.  It is 
assumed that customers will revert back to their prior rate classes for PY 2021, therefore data after March 2020 was 
excluded from the modelling. 
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Figure B.0.7 – Personal Average Premium at Current Rate Level and Table of Values 

 

 

Fiscal Year 

Actual 
(Current Rate 

Level) 
Year over Year 

Change 
Model (Current 

Rate Level) 

Year over Year 
Change in 
Modelled 

2010/11 982    

2011/12 979 -0.3%   

2012/13 976 -0.3%   

2013/14 974 -0.2%   

2014/15 972 -0.2%   

2015/16 973 0.1%   

2016/17 975 0.2%   

2017/18 973 -0.2%   

2018/19 972 -0.1% 968  

2019/20 960 -1.2% 967 -0.2% 

2020/21 
  965 -0.2% 

2021/22 
  964 -0.2% 

2022/23 
  962 -0.2% 

PY 2021-1 
  966  

PY 2021-2 
  962  

25. Commercial Average Premium – The fiscal year 2018/19 commercial average 

premium is higher than historical years due to the additional number of taxi policies from the 

Lower Mainland written in the year (taxis have a higher than average premium within the 
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Commercial segment).  It was followed by a low fiscal year 2019/20 average premium point 

mainly due to the COVID-19 impact on March 2020.5  Both are considered one-time events 

therefore not considered in the modelling for Commercial average premium.  Excluding these 

points and  based on the most recent data, the weighted average of the modelled average 

premiums of the selected exposure groups shown in Appendix B.2 supports an overall 

relatively flat trend for commercial average premium.  As a result, ICBC has selected a 

judgment 0% trend and believes this flat trend will continue through PY 2021 as exposures 

are growing at similar rates in each of the Commercial segments.  

26. As discussed in Appendix A.0.1, Section C, TOP policies were included in the 

Commercial line of business in past RRAs.  They have been removed from Commercial and 

will be reported under Manual Basic going forward.  Historical Commercial average premiums 

shown in Figure B.0.8 have been adjusted to reflect this change.  Since TOP policies have 

higher (annualized) average premiums compared to the overall Commercial average 

premium, the adjusted historical data points are lower compared to prior RRAs. 

                                                           
5 Several commercial policies cancelled at the onset of the lockdown period in March 2020, specifically those with 
higher than average premiums such as buses, taxis, and long haul delivery vehicles, resulting in lower average 
premiums for the month and the fiscal year.  It is assumed that customers will renew their policies prior to PY 2021, 
therefore March 2020 data was excluded from the modelling since it is assumed to be a one-time impact. 
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Figure B.0.8 Commercial Average Premium at Current Rate Level and Table of Data  

 

 

Fiscal Year 

Actual 
(Current Rate 

Level) 
Year over Year 

Change 
Model (Current 

Rate Level) 

Year over Year 
Change in 
Modelled 

2010/11 1,560    

2011/12 1,563 0.2%   

2012/13 1,561 -0.2%   

2013/14 1,570 0.6%   

2014/15 1,579 0.6%   

2015/16 1,583 0.3%   

2016/17 1,585 0.1%   

2017/18 1,585 0.0% 1,592  

2018/19 1,610 1.6% 1,592 0.0% 
2019/20 1,526 -5.2% 1,592 0.0% 
2020/21   1,592 0.0% 
2021/22   1,592 0.0% 
2022/23   1,592 0.0% 

PY 2021-1   1,597  

PY 2021-2   1,592  
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27. Average Premium – Trailers –  With the amendment of the trailer definition in 

September 11, 2016, trailer average premiums have been slightly lower after fiscal year 

2016/17.  Since that point in time, average premiums for trailers have been relatively flat 

and the flat trend is expected to continue through PY 2021.  

Figure B.0.9 – Trailers Average Premium at current rate level and Table of Data  

 

28. Average Premium – ORVs –  The ORV average premium forecast is based on the 

average of the most recent four years, which supports a flat trend. 
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Projected Premium and Exposure
PLATE OWNER BASIC

Projected Exposure (a) 2,909,325 258,938 430,577 47,208 3,646,048 3,278,473 295,769 499,383 55,122 4,128,747

Trended Average Premium

at Current Rate Level ($) (b) 966 1,597 54.12 31.39 962 1,592 53.91 31.35

Trended Premium

at Current Rate Level ($ 000's) (c) 2,811,670 413,523 23,305 1,482 3,249,980 3,155,194 470,743 26,923 1,728 3,654,588

Retrospective Adjustments ($ 000's) (d) -10,338 -10,338 -11,769 -11,769

Projected Premium ($ 000's) (e) 2,811,670 403,185 23,305 1,482 3,239,642 3,155,194 458,974 26,923 1,728 3,642,819

Notes:

(a), (b) Based on forecast values at the midpoint of policy year 2021-1 and 2021-2 using the models discussed in Appendix B.0.

        See Appendix B.2 for compositions of the selected models.

(c) = (a) x (b) / 1000

(d) = (c) x Appendix B.4.1 (iii) (a)

(e) = (c) + (d)

Off-Road 

Vehicles Total

PY 2021-1 (11 months) PY 2021-2

Personal

Commercial - 

Power Units Trailers

Off-Road 

Vehicles Total Personal

Commercial - 

Power Units Trailers
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Fiscal Year Written Exposure and Average Premium
PLATE OWNER BASIC

A. Written Exposure

2015/16 2016/17 2017/18 2018/19 2019/20¹
PY 2021-1 

(11 months)
PY 2021-2

Personal 2,893,759 2,961,134 3,023,697 3,077,425 3,074,438 2,909,325 3,278,473

Year over Year change 2.3% 2.1% 1.8% -0.1%

Commercial ³ 237,750 246,278 254,881 263,973 265,288 258,938 295,769

Year over Year change 3.6% 3.5% 3.6% 0.5%

B. Average Premium at Current Rate Level

2015/16 2016/17 2017/18 2018/19 2019/20¹

PY 2021-1 

(11 months)
PY 2021-2

Personal 973 975 973 972 960 966 962

Year over Year change 0.2% -0.2% -0.1% -1.2%

Commercial ³ 1,583 1,585 1,585 1,610 1,526 1,597 1,592

Year over Year change 0.1% 0.0% 1.6% -5.2%

1
 Impacts from COVID-19 contributed to the lower fiscal year 2019/20 figures; as a result, March 2020 data has been excluded from the analysis

    to remove the impacts from COVID-19.
2 
PY 2021-1 and PY 2021-2 are based on the selected models discussed in Appendix B.0.

3  Historical values do not align with 2019 RRA since Temporary Operating Permits have moved from Plate Owner (Commercial) to Manual Basic. 

Fiscal Year (Ending March 31) Modeled
2

Fiscal Year (Ending March 31) Modeled
2
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Selected Groups for the Exposure Models and the Average Premium Models

Selected Groups

Simple Regression Using Time 
Flat Trend

PERSONAL BASIC EXPOSURE

Motorcycles (Rate Classes 310-324, 710-724) 7 year regression (Fiscal year 2014 to Fiscal Year 20201)

Greater Vancouver and Fraser Valley (Territories D, E, H) 4 year regression (Fiscal year 2017 to Fiscal Year 20201)

All Other Rating Variables Combined 4 year regression (Fiscal year 2017 to Fiscal Year 20201)

PERSONAL BASIC AVERAGE PREMIUM

Motorcycles (Rate Classes 310-324, 710-724) 4 year average (Fiscal year 2017 to Fiscal Year 20201)

Greater Vancouver and Fraser Valley (Territories D, E, H) 2 year average (Fiscal year 2019 to Fiscal Year 20201)

All Other Rating Variables Combined 7 year regression (Fiscal year 2014 to Fiscal Year 20201)

COMMERCIAL BASIC EXPOSURE

Light Commercial (Rate Classes 8-18 except 13, 30-41) 4 year regression (Fiscal year 2017 to Fiscal Year 20201)

Long Haul Delivery (Rate Classes 420-436, 450-466) 5 year regression (Fiscal year 2016 to Fiscal Year 20201)

All Other Rating Variables Combined 3 year regression (Fiscal year 2018 to Fiscal Year 20201)

COMMERCIAL BASIC AVERAGE PREMIUM

Light Commercial (Rate Classes 8-18 except 13, 30-41) 5 year regression (Fiscal year 2016 to Fiscal Year 20201)

Long Haul Delivery (Rate Classes 420-436, 450-466) 7 year regression (Fiscal year 2014 to Fiscal Year 20201)

All Other Rating Variables Combined 4 year average (Fiscal year 2017 to Fiscal Year 20201)

TRAILER BASIC EXPOSURE 3 year regression (Fiscal year 2018 to Fiscal Year 20201)

TRAILER BASIC AVERAGE PREMIUM 1 year average (Fiscal year 2020)

ORV BASIC EXPOSURE
2

Judgment 5%

ORV BASIC AVERAGE PREMIUM 4 year average (Fiscal year 2017 to Fiscal Year 2020)

1
 March 2020 data has been excluded from the analysis to remove the impacts from COVID-19.

2
 The growth rate of 5% was selected judgmentally to reflect the decline in historical ORV growth rates and the expectation that the 

trend will move towards the lower Personal trend over time.

Selected Models
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Projected Premium and Exposure
MANUAL

(a) Projected Exposure 6,007 35,783 13,063 54,854 6,563 40,573 13,599 60,735

Trended Average Premium

(b) at Current Rate Level ($) 4,628.54     1,784.02     725.76            4,656.02             1,784.02       674.49            

Trended Premium

(c) at Current Rate Level ($ 000's) 27,806 63,838 13,865 105,509 30,557 72,383 13,956 116,897

(d) Retrospective Adjustments ($ 000's) (779)            (2,107)         (2,886)         (856)                    (2,389)           (3,245)     

(e) Projected Premium ($ 000's) 27,027 61,731 13,865 102,623 29,702 69,994 13,956 113,652

Notes:

(a), (b) Based on forecast values at the midpoint of policy year 2021-1 and 2021-2. Forecasts based on the historical data in Appendix B.3.2.

(c) = (a) x (b) / 1000

(e) = (c) + (d)
1 
Temporary Operating Permit Premium is removed from Commercial Plate Owner and included in Other Special Coverages in this Application. 

(d)= (c) x Appendix B.4.1 (iii) (b) for Garage;

        (c) x Appendix B.4.1 (iii) (c) for Fleet Reporting

PY 2021-1 (11 months) PY 2021-2

Garage

Fleet 

Reporting

Other Special 

Coverages¹ Total Garage

Fleet 

Reporting

Other Special 

Coverages¹ Total
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Fiscal Year Written Exposure and Average Premium
MANUAL

A. Written Exposure

2015/16 2016/17 2017/18¹ 2018/19 2019/20

PY 2021-1    

(11 months)
PY 2021-2

Garage 6,252 6,258 6,277 6,524 6,474 6,007 6,563

Year over Year change 0.1% 0.3% 3.9% -0.8%

Fleet Reporting 28,265 29,390 32,375 35,739 34,832 35,783 40,573

Year over Year change 4.0% 10.2% 10.4% -2.5%

Other Special Coverages² 14,422 14,632 13,156 16,533 19,216 13,063 13,599

Year over Year change 1.5% -10.1% 25.7% 16.2%

B. Average Premium at Current Rate Level

2015/16 2016/17 2017/18¹ 2018/19 2019/20

PY 2021-1    

(11 months)
PY 2021-2

Garage 3,814 3,884 3,861 4,542 4,858 4,629 4,656

Year over Year change 1.9% -0.6% 17.6% 7.0%

Fleet Reporting 1,883 1,820 1,816 1,784 1,756 1,845 1,845

Year over Year change -3.4% -0.2% -1.8% -1.5%

Other Special Coverages² 1,352 1,288 1,149 840 694 726 674

Year over Year change -4.7% -10.7% -26.9% -17.4%

Notes:

(B) Historical years are from ICBC internal data source, adjusted to current rate level. PY 2021-1 and PY 2021-2 forecast are based on internal analysis.

2
 Temporary Operating Permit Premium is removed from Commercial Plate Owner and included in Other Special Coverages in this Application.  Historical 

exposures for other special coverages are therefore different from the 2019 RRA.

Fiscal Year (Ending March 31)

Fiscal Year (Ending March 31)

Modeled

Modeled

1
 FY 2017/18 Written exposures and premiums slightly differ from 2019 RRA because exposures and premiums issued in the new PolicyCenter starting March 

4, 2018 were not reflected in the corresponding reports at the time of preparing 2019 RRA.  They are now accurately reflected in this Application. 

(A) Historical years are from ICBC internal data source, PY 2021-1 and PY 2021-2 forecast are based on internal analysis using regression models.
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Retrospective Adjustment Factor Calculation

A. Percentage of Premium Participating in the Fleet Retrospective Rating Plan:

Policy Year Written Commercial Plate Owner Garage Fleet Reporting

2014 16.7% 18.6% 22.8%

2015 18.0% 19.1% 24.4%

2016 17.7% 18.7% 23.0%

2017 16.8% 20.4% 21.4%

(i) % of fleets which will be participating in Fleet Retro in PY 2021 17.3% 19.4% 22.9%

B. Retrospective Adjustment Factor

(ii) Net Return/Additional Premium under the Retrospective Rating Plan (%) -14.4%

(a) (b) (c)

Commercial Plate Owner Garage Fleet Reporting

(iii) Retrospective Adjustment Factor -2.50% -2.80% -3.30%

Notes:

(ii) From Appendix B.4.2 (a)

(iii) = (i) x (ii)

(i) Participation rates from the 2019 RRA are used in this Application as premium written under the fleet retrospective program is not available separately by coverage at this 

time. 

PY 2021 Actuarial Analaysis
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Net Return/Additional Premium under the Retrospective Rating Plan
(data as of June 2020 for fleets that participated in the retrospective rating plan)

Written and Billed Premium for Retro-Rated Fleet Policies ($)

Policy Effective Year 12                    24                    36                    48                    60

2011 36,390,987      307,513           524,367           936,207           430,632           

2012 41,612,759      241,397           615,229           1,511,232        763,126           

2013 50,974,357      420,960           1,324,825        1,061,368        516,742           

2014 61,781,162      923,911           1,209,802        1,531,965        698,614           

2015 72,380,238      748,512           1,907,803        2,522,885        828,539           

2016 78,422,478      872,108           2,387,587        1,563,065        497,857           

2017 80,573,689      1,002,968        1,339,572        1,193,042        

2018 93,926,571      962,191           480,478           

2019 87,632,533      

Refunded Premium ($)

Policy Effective Year 12                    24                    36                    48                    60

2011 (3,284,041)       (5,352,914)       (177,549)          (49,840)            

2012 (4,263,881)       (6,562,107)       (116,770)          (49,035)            

2013 (4,238,735)       (6,561,984)       (255,443)          (161,377)          

2014 (4,091,036)       (8,442,745)       (411,463)          (134,291)          

2015 (5,487,429)       (9,045,685)       (569,249)          (231,367)          

2016 (6,084,634)       (8,864,837)       (674,441)          (231,801)          

2017 (6,170,644)       (9,245,045)       (369,017)          

2018 (9,552,082)       (11,904,706)     

2019 (3,929,293)       

Net Written Premium ($)

Policy Effective Year 12                    24                    36                    48                    60

2011 36,390,987      33,414,459      28,585,913      29,344,571      29,725,363      

2012 41,612,759      37,590,274      31,643,396      33,037,858      33,751,949      

2013 50,974,357      47,156,581      41,919,422      42,725,347      43,080,713      

2014 61,781,162      58,614,036      51,381,093      52,501,595      53,065,918      

2015 72,380,238      67,641,321      60,503,440      62,457,076      63,054,248      

2016 78,422,478      73,209,952      66,732,702      67,621,325      67,887,381      

2017 80,573,689      75,406,013      67,500,540      68,324,565      

2018 93,926,571      85,336,680      73,912,452      

2019 87,632,533      83,703,240      

Age to Age Factor

Policy Effective Year 12 to 24 24 to 36 36 to 48 48 to 60 60 to Ult

2011 0.918               0.855               1.027               1.013               

2012 0.903               0.842               1.044               1.022               

2013 0.925               0.889               1.019               1.008               

2014 0.949               0.877               1.022               1.011               

2015 0.935               0.894               1.032               1.010               

2016 0.934               0.912               1.013               1.004               

2017 0.936               0.895               1.012               

2018 0.909               0.866               

2019 0.955               

Avg 4 Avg 3 one

Selected 0.933               0.892               1.020               1.008               1.000               

Selected to Ultimate 0.856               0.917               1.028               1.008               

-14.4% (a)Net return/additional premium under the retrospective rating plan:     (0.856- 1) x 100%  =

PY 2021 Actuarial Analaysis
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DESCRIPTION OF THE CLAIMS FORECAST ANALYSES 

1. This analysis estimates the average cost level of claims associated with policies written 

in the 23-month period from May 1, 2021 to March 31, 2023 (policy year (PY) 2021).  Future 

claims associated with policies written in this 23-month period can occur from May 1, 2021 

to March 30, 2024.  This claims period is longer than the 23-month policies written period 

because a 12-month policy written on March 31, 2023 is in force until March 30, 2024. 

2. This Appendix describes the methodology used for conducting the loss trend modelling.  

Appendix C.4.0, the December 2020 EY Enhanced Accident Benefits Costing Report (EAB 

Report), describes the selection of models for the Enhanced Accident Benefits (EAB) 

coverages, Appendix C.5.0 describes the selection of models for the current Accident Benefits 

(AB) coverages, and Appendix C.6.0 describes the selection of models for the other Enhanced 

Care model coverages.  The forecasts for EAB and the other Enhanced Care model coverages 

are directly used in the determination of PY 2021 claims costs.  The trend models for the 

current AB coverages are used as an input to the EAB Report. 

3. To estimate the cost level of PY 2021 claims, frequency and severity for the policy 

period are forecasted separately.  It is common within the insurance industry to separately 

forecast frequency and severity as they may be affected by different underlying factors.  

Separately forecasting frequency and severity, therefore, contributes to a better 

understanding of what is driving changes in claims costs over time. 

A LOSS TREND MODELLING FOR EAB COVERAGES 

4. The claims frequency and severity forecasts for the EAB coverages are shown in Basic 

Appendix C.1 and are based on the EAB Report in Appendix C.0.4.  As discussed in 

Appendix A.0.1, the claim frequency and severity statistics for EAB claims are stated on a 

claim exposure basis.1  

B LOSS TREND MODELLING FOR NON-EAB COVERAGES 

5. The claims frequency and severity forecasts for the other Enhanced Care Model 

coverages are shown in Appendix C.6.0 and summarized in Appendix C.1.  They are based on 

historical frequency and severity data points as presented in an actuarial loss reserving 

                                                           
1 In essence, a claim exposure is an individual claimant.  A single claim may have multiple claim exposures.  
References in this Appendix to claim count should be interpreted as claim exposure count when applied to the 
Enhanced Care model coverages. 
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analysis of claims data as of June 30, 2020 that was selected to represent the future coverages 

(historical claims frequencies are from Appendix D.1 and historical claims severities are from 

Appendix D.3).  As discussed in Appendix A.0.1, the claim frequency and severity statistics 

for the other Enhanced Care model coverages are stated on a claim exposure basis. 

6. Claims frequency forecasts and severity trends for the current AB coverages are shown 

in Appendix C.5.0 and used in the EAB Report.  They are based on historical frequency and 

severity data points as presented in the actuarial loss reserving analysis of claims data as of 

August 31, 2020 (historical claims frequencies are from Appendix D.2 and historical claims 

severities are from Appendix D.4).  It should be noted that the claim frequency and severity 

statistics for the current AB coverages are stated on a claim basis.   

7. The historical data is split into loss quarters for modelling, which creates more data 

points and generally produces more robust models.  To simplify the presentation of the 

historical and modeled points, summarized data at an annual level is shown in Appendices 

C.5.0 and C.6.0.  More information on the use of quarterly data and the selection of 

appropriate models for each coverage is provided below. 

8. The fourth quarter of fiscal loss year 2019/20 has been impacted by COVID-19.  A 

reduction in claim frequency was observed, attributable to the social and physical distancing 

measures that were put in place shortly after the March 17 BC Government announcement 

declaring a state of emergency for the COVID-19 pandemic.  For the purposes of this 

Application, the Insurance Corporation of British Columbia (ICBC) is assuming that claims 

costs for policies written post May 1, 2021 will resume at pre-COVID-19 trends with no long-

term impacts from COVID-19 (please see Appendix E.0 for further explanation on the 

anticipated impacts of COVID-19 for this policy year).  Therefore, the frequency forecast 

models generally exclude the fourth quarter of fiscal loss year 2019/20. 

9. Use of Quarterly Data – The annual frequency points from Appendices D.1 and D.2 

are allocated into loss quarter points based on the proportions of reported claim counts from 

each quarter within a fiscal loss year, at the latest comparable development age.  The annual 

severity points from Appendices D.3 and D.4 are allocated into loss quarter points based on 

the proportions of the case incurred amount on claims from each quarter within a fiscal loss 

year, at the latest comparable development age, taking into account the quarterly claim 

counts.  The models described in this Appendix Set D are fit to the quarterly points, and used 

to produce a forecast for future loss quarters.  In order to present annual points, a weighted 

average of the quarterly points is computed.  The quarterly frequency points are weighted by 
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the risk exposure in each quarter, and the quarterly severity points are weighted by the claim 

counts in each quarter.  Each modeled fiscal loss year point shown is therefore based on the 

combination of four loss quarters.  Two policy periods are shown; one diamond for policies 

effective in the first policy period (May 1, 2021 to March 31, 2022, “PY 2021-1”) and one 

triangle for the second policy period (April 1, 2022 to March 31, 2023, “PY 2021-2”).  Each 

policy period is based on the combination of eight future fiscal loss quarters that contain 

claims for that period. 

10. Loss Trend Models – Forecasting of loss trends requires in-depth statistical analysis.  

Based on consideration of statistical modeling results, input from subject matter experts, and 

knowledge of the business and of relevant economic and social influences, judgment is applied 

to arrive at selected trend rates.  As was the case in the 2019 revenue requirements 

application (RRA), regression models are generally relied upon to forecast frequency and 

severity.  Overall, striking a balance between the model’s goodness of fit and simplicity is 

considered when selecting an appropriate model.  Thus, a simple regression model will be 

selected if it can fit the historical data and the forecast is reasonable and intuitive.  However, 

if there are features in the data for which a simple regression model does not work well, other 

regression models or some modification to the simple regression model is used to produce a 

reasonable forecast. 

11. Simple Regression Model – A simple regression model is fit to the historical data 

using time and seasonality as explanatory variables.  Each model is tested using up to 

15 years of historical data.  This time period was selected based on consideration of social 

and economic trends.  Given the introduction of new coverages, where the historical data 

corresponding to some of these coverage is relatively scarce, consideration was first given to 

the recent ten years (post-recession) if the data are relatively stable and the analysis 

produced a reasonable forecast.  This model is referred to as the ‘10-year simple regression’ 

in Appendices C.5.0 and C.6.0, and serves as a baseline for the trend selection.  A longer-

term model using more than ten years of historical data is often considered and selected for 

coverages with more volatile experience.  A shorter-term model may be considered in cases 

where there appears to be a meaningfully different trend emerging in recent years, although 

the use of particularly short-term models (e.g., under three years) is generally avoided due 

to the level of volatility that is inherent to a trend rate derived from a regression over a short 

period in time.  Any deviation from the baseline model is explained in the paragraph for the 

coverage. 
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12. Other Regression Models – If a simple regression model is not considered to 

produce a reasonable forecast nor to be responsive to the historical data, other regression 

models may be selected which consider other explanatory variables (generally including 

economic variables) in addition to, or instead of, time.  The construction of best fitting models 

is produced from a set of candidate explanatory variables organized into the following groups: 

weather conditions; economic indicators; demographic indicators; vehicle safety features; 

ICBC claims initiatives; and mix of business.  The candidate explanatory variables are selected 

based on the following set of principles: 

• An intuitive relationship to the historical data being modeled exists. 

• Known events that may result in significant changes to the historical data being 

modeled should be included. 

• Explanatory variables that have shown to be significant in prior models should be 

considered. 

• A reliable forecast from a credible internal or external source is available. 

Data relating to explanatory variables is obtained from several sources: Statistics Canada, BC 

Stats, Bank of Canada, Environment Canada, and ICBC.   

13. Flat Trend – If there does not appear to be an obvious upward or downward trend in 

the historical data, then the PY 2021 forecast may be set equal to an average of the historical 

data.  The number of years used in the historical average of each “flat trend” selection is 

specified. 

14. Short-Term and Long-Term Model – For coverages where ICBC actuaries expect 

the recent trend will not continue beyond fiscal loss year 2020/21, different short-term and 

long-term models are developed.  In such cases, frequency and severity forecasts for the loss 

quarters in fiscal loss year 2020/21 are based on the short-term model; the fiscal loss year 

2021/22 forecasts are based on 50% of the short-term model and 50% of the long-term 

model; and the fiscal loss year 2022/23 forecasts are based on the long-term model. 

15. Appendices C.5.0, and C.6.0 provide the historical and modeled frequency and severity 

statistics for each coverage, both in tabular form and in modeled versus actual plots.  In 

Appendix C.6.0, each selected PY 2021 statistic is depicted as a diamond for the first policy 

period and a triangle for the second policy period in the modeled versus actual plots.  The 

descriptions of the selected model(s) are also included.  In this Application, the same model 

has been used for both short-term and long-term trends in each case.  Diagnostic statistics 
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for the various models can be found in Technical Appendix C.1.0.  Figure C.0.1 below provides 

a summary of the forecasts for PY 2021 for the Enhanced Care model coverages.  The 

forecasts for the current AB coverages can be found in Appendix C.5.0.  All frequencies and 

severities presented in Figure C.0.1 for the Enhanced Care model coverages are stated on a 

claim exposure basis. 

Figure C.0.1 – PY 2021 Forecast Frequency and Severity (Plate Owner) 

Coverage 

Frequency 
(Appendix C.1) 

Severity ($) 
(Appendix C.1) 

PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 

Medical and Rehabilitation 2.10% 2.10% 10,383 10,939 

Income Replacement and Indemnity 0.23% 0.23%  54,677   56,721  

Permanent Impairment and Death Benefits 0.19% 0.19%  23,775   24,052  

Basic Vehicle Damage Coverage (BVDC) 3.77% 3.74% 4,797 5,085 

Third Party Liability (TPL) – Vehicle Damage 0.07% 0.07% 8,220 8,750 

TPL – Non-Vehicle Damage 0.17% 0.16% 7,201 7,599 

TPL – Bodily Injury (BI) 0.02% 0.02% 79,944 87,493 

 

C BULK CLAIM PAYMENTS 

16. Bulk claim payments are payments made for certain claims-related costs, such as 

those for police reports and ambulance services, which are invoiced to ICBC periodically on 

an aggregate basis, instead of by individual claim.  A weighted average of Plate Owner loss 

costs was used to allocate bulk claim costs between each of the coverages.  Bulk claims costs 

for future years are now forecasted directly based on selected trends, in order to reflect the 

expected payments under the new Enhanced Care coverages.  This represents a change from 

the 2019 RRA, in which bulk claims costs were forecast as a percent of incurred Loss and 

allocated loss adjustment expenses (ALAE) for each of the current coverages.  Figure C.0.2 

shows a summary of the results from Appendix C.2.   
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Figure C.0.2 – PY 2021 Bulk Forecast ($ 000’s) 

Coverage PY 2021-1 PY 2021-2 

Medical and Rehabilitation 3,398 3,905 
Income Replacement and Indemnity 1,840 2,083 
Permanent Impairment and Death Benefits 632 698 
BVDC 2,808 3,222 
TPL - Vehicle Damage 85 96 
TPL - Non-Vehicle Damage 169 188 
TPL-Bodily Injury (BI) 265 298 

17. Technical Appendix C.2.0 provides more detail on the methodology for allocation of 

bulk claims costs to the different coverages and the application of trends to project bulk claims 

costs for future years.  The trends used for this projection are the loss cost trends for plate 

owner coverages derived from the frequency and severity trends shown in Appendix C.1.  

D UNALLOCATED LOSS ADJUSTMENT EXPENSES  

18. The unallocated loss adjustment expense (ULAE) costs for each coverage are 

estimated for PY 2021 based on projected claim count and projected average ULAE cost per 

claim incurred in the policy period.  Projected claim counts for each coverage are based on 

the selected frequency trend for each coverage.  Historical ULAE costs for similar coverages 

have been used to project future ULAE costs per claim, except for the EAB claims.  Based on 

the projected claim counts and expected average resources to service each claim, ICBC has 

developed specific claims services expense forecasts for fiscal years 2021/22 to 2023/24 for 

EAB claims, which are used in calculating projected ULAE costs for EAB claims. 

19. This represents a change from the previous RRAs, in which historical ratios between 

ULAE and Loss and ALAE were used to project the policy year ULAE costs.  ICBC believes the 

relationship between ULAE and Loss and ALAE will change under Enhanced Care, and 

therefore the historical relationship between ULAE and Loss and ALAE is no longer an 

appropriate indicator of the relationship for the future policy year. 

20. Overall injury-related staffing, and hence claims services expenses, is expected to be 

lower under the Enhanced Care model for which costs for PY 2021 are forecast.  This is 

primarily due to the expected significant reduction of BI claims under tort and the expected 

corresponding reduction in injury adjusting and claims legal staff required to service these 

claims.  However, more claims services resources will be required to service the EAB claims 
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than the current AB claims.  Therefore, historical ULAE costs on AB claims cannot be used 

directly to project ULAE costs required for EAB claims, and separate forecasts have been used 

for these costs.  In addition, the higher level of ULAE costs for EAB claims in the initial year 

is expected to decrease over the following two years as experience is gained under Enhanced 

Care. 

21. The timing of the ULAE payments differs from the timing of other loss and expense 

payments, and is estimated separately in order to more accurately reflect the time value of 

money in the calculation of the required premium.  The ULAE payment pattern for each 

coverage is shown in Appendix C.3.  The ULAE projection for each coverage is also shown in 

Appendix C.3, and summarized in Figure C.0.3 below. 

Figure C.0.3 – PY 2021 ULAE Forecast ($ 000’s) 

Coverage PY 2021-1 PY 2021-2 

Medical and Rehabilitation  53,134   54,621  
Income replacement and Indemnity  45,253   48,576  
Permanent Impairment and Death Benefits  30,747   32,917  
BVDC  67,971   76,077  
TPL - Vehicle Damage  4,436   4,965  
TPL - non-Vehicle Damage  1,831   2,049  
TPL-BI  2,279   2,423  
Manual Coverages  4,359   4,721  

22. Further information on the methodology for projecting ULAE costs for claims from PY 

2021 is provided in Technical Appendix C.3.0 and more detailed summary information is 

provided in Technical Appendix C.3.1.  
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Coverage Selected Model 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 PY 2021-1 PY 2021-2

Medical Rehabilitation
(i)

2.22% 2.24% 2.07% 2.05% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%

Income Replacement and Indemnity
(ii)

0.25% 0.20% 0.16% 0.22% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23%

Permanent Impairment and Death Benefits
(iii)

0.21% 0.18% 0.19% 0.18% 0.19% 0.19% 0.19% 0.19% 0.19% 0.19%

BVDC 10-year simple regression 4.63% 4.44% 4.14% 3.79% 3.82% 3.79% 3.76% 3.73% 3.77% 3.74%

TPL - Vehicle Damage 10-year simple regression 0.08% 0.08% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07%

TPL - Non-Vehicle Damage 10-year simple regression 0.22% 0.19% 0.18% 0.17% 0.18% 0.17% 0.16% 0.16% 0.17% 0.16%

TPL - BI 10-year simple regression 0.03% 0.03% 0.03% 0.03% 0.03% 0.02% 0.02% 0.02% 0.02% 0.02%

Year over Year Change in Frequency

Coverage 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24

Medical Rehabilitation 1.0% -7.6% -0.9% 2.2% 0.0% 0.0% 0.0%

Income Replacement and Indemnity -19.5% -20.3% 39.7% 1.9% 0.0% 0.0% 0.0%

Permanent Impairment and Death Benefits -12.0% 4.9% -8.3% 9.6% 0.0% 0.0% 0.0%

BVDC -4.1% -6.8% -8.4% 0.8% -0.8% -0.8% -0.8%

TPL - Vehicle Damage 6.8% -10.2% -7.1% 6.5% -2.3% -2.3% -2.3%

TPL - Non-Vehicle Damage -10.8% -10.1% -0.6% 0.7% -3.4% -3.4% -3.4%

TPL - BI -6.8% -1.1% -13.3% -2.4% -6.1% -6.1% -6.1%

Coverage Selected Model 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 PY 2021-1 PY 2021-2

Medical Rehabilitation
(iv)

9,250 8,785 8,947 8,736 9,544 10,078 10,641 11,237 10,383 10,939

Income Replacement and Indemnity
(v)

51,683 48,956 48,996 45,972 51,532 53,544 55,635 57,807 54,677 56,721

Permanent Impairment and Death Benefits
(vi)

23,222 22,179 22,193 21,552 23,335 23,619 23,907 24,197 23,775 24,052

BVDC 5-year simple regression 3,448 3,687 3,833 4,101 4,368 4,641 4,931 5,239 4,797 5,085

TPL - Vehicle Damage 10-year simple regression 5,860 5,821 6,522 6,945 7,442 7,943 8,478 9,048 8,220 8,750

TPL - Non-Vehicle Damage 10-year simple regression 5,582 6,161 5,832 5,972 6,598 6,987 7,391 7,818 7,201 7,599

TPL - BI 10-year simple regression 53,083 48,478 58,436 59,682 69,100 75,928 83,431 91,676 79,944 87,493

Year over Year Change in Severity

Coverage 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24

Medical Rehabilitation -5.0% 1.8% -2.4% 9.2% 5.6% 5.6% 5.6%

Income Replacement and Indemnity -5.3% 0.1% -6.2% 12.1% 3.9% 3.9% 3.9%

Permanent Impairment and Death Benefits -4.5% 0.1% -2.9% 8.3% 1.2% 1.2% 1.2%

BVDC 6.9% 3.9% 7.0% 6.5% 6.3% 6.3% 6.3%

TPL - Vehicle Damage -0.7% 12.0% 6.5% 7.2% 6.7% 6.7% 6.7%

TPL - Non-Vehicle Damage 10.4% -5.3% 2.4% 10.5% 5.9% 5.8% 5.8%

TPL - BI -8.7% 20.5% 2.1% 15.8% 9.9% 9.9% 9.9%

Notes:

  ¹ Historical data for non-EAB coverages is from Appendices D.1 and D.3, and for EAB coverages is from the December 2020 EY Enhanced Accident Benefits Costing Report (EAB Report):

(i) MR Frequency: ICBC Medical and Rehabilitation Ultimate Claimant Frequency (EAB Report Table MR.2 Column (C)) x 1.0367 (adjustment for additional Bodily injury claimants, EAB Report Table MR.3)

(ii) IRI Frequency: ICBC Income Replacement and Indemnity Ultimate Claimant Frequency (EAB Report Table IRI.3 column (B)) x Ratio of MPI Ultimate Claimant Frequency to ICBC (1.696 as indicated in EAB Report Table IRI.4 row "Selected")

(iii) PI&DB Frequency: ICBC Death Benefits Ultimate Claimant Frequency (EAB Report Table DB.2 Column (C)) x Ratio of MPI Ultimate Claimant Frequency to ICBC (17.48 as indicated in EAB Report Table DB.4 row "Selected")

(iv) MR Severity: MPI Ultimate Claimant Severity Adjusted to BC (EAB Report Table MR.9 Column (B))

(v) IRI Severity: MPI Ultimate Claimant Severity Adjusted to BC (EAB Report Table IRI.12 Column (B))

(vi) PI&DB Severity: MPI Ultimate Claimant Severity Adjusted to BC (EAB Report Table DB.9 Column (B))

Severity ($)

Loss Trend Models and Data
PLATE OWNER BASIC

Frequency ModeledHistorical Data¹

PY 2021 Actuarial Analaysis
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Historical and Forecast Bulk Claims Cost

(3) (4)

Coverage 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 PY 2021-1 PY 2021-2

Medical Rehabilitation 2,246       4,134       3,842       3,407       3,598       3,799       4,012       3,398       3,905       

Income Replacement and Indemnity 1,247       2,296       2,133       1,892       1,966       2,043       2,123       1,840       2,083       

Permanent Impairment and Death Benefits 446          822          763          677          685          694          702          632          698          

BVDC 1,861       3,426       3,184       2,824       2,976       3,137       3,306       2,808       3,222       

TPL - Vehicle Damage 57            105          98            87            91            94            98            85            96            

TPL - Non-Vehicle Damage 118          217          201          179          183          186          191          169          188          

TPL - BI 182          334          311          275          284          293          302          265          298          

Notes:

(1) & (2) from Technical Appendix C.2.1

(3) = [FLY 2021/22 x 42%] + [FLY 2022/23 x 50%] where the percentages are the proportion of PY 2021-1 cost in each fiscal loss year

(4) = [FLY 2022/23  x 50%] + [FLY 2023/24 x 50%] where the percentages are the proportion of PY 2021-2 cost in each fiscal loss year

Bulk Claims Costs ($ 000's)
PLATE OWNER BASIC

Forecast (2)Historical (1)

PY 2021 Actuarial Analaysis
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A. ULAE Forecast ($ 000's)

Coverage 2021/22 2022/23 2023/24 PY 2021-1 PY 2021-2

Medical Rehabilitation 56,189     55,069     54,173     53,134     54,621     

Income Replacement and Indemnity 46,159     48,467     48,686     45,253     48,576     

Permanent Impairment and Death Benefits 31,208     33,076     32,758     30,747     32,917     

BVDC 66,910     75,038     77,117     67,971     76,077     

TPL - Vehicle Damage 4,367       4,897       5,033       4,436       4,965       

TPL - Non-Vehicle Damage 1,802       2,021       2,077       1,831       2,049       

TPL - BI 2,309       2,455       2,392       2,279       2,423       

Manual Coverages 4,411       4,702       4,740       4,359       4,721       

B. Incremental Payment Pattern

Coverage Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 Year 17 Year 18

Medical Rehabilitation 28.76% 37.85% 13.37% 7.08% 4.74% 3.16% 1.91% 1.07% 0.66% 0.46% 0.31% 0.21% 0.15% 0.10% 0.07% 0.05% 0.03% 0.03%

Income Replacement and Indemnity 16.36% 29.44% 19.04% 10.00% 7.21% 5.53% 4.04% 2.73% 1.80% 1.26% 0.85% 0.58% 0.40% 0.27% 0.18% 0.12% 0.08% 0.09%

Permanent Impairment and Death Benefits 24.73% 37.22% 18.46% 9.54% 5.77% 2.99% 1.04% 0.26% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

BVDC 44.93% 49.25% 4.94% 0.69% 0.11% 0.05% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

TPL - Vehicle Damage 44.93% 49.25% 4.94% 0.69% 0.11% 0.05% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

TPL - Non-Vehicle Damage 44.93% 49.25% 4.94% 0.69% 0.11% 0.05% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

TPL - BI 18.57% 31.41% 20.08% 11.40% 7.19% 4.56% 2.59% 2.11% 1.40% 0.52% 0.16% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Manual Coverages 26.99% 37.23% 15.04% 7.67% 4.92% 3.19% 1.87% 1.25% 0.79% 0.43% 0.24% 0.13% 0.09% 0.06% 0.04% 0.03% 0.02% 0.02%

Notes:

(A) & (B) from Technical Appendix C.3.1

Unallocated Loss Adjustment Expense (ULAE)
PLATE OWNER AND MANUAL BASIC

PY 2021 Actuarial Analaysis
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1. Introduction

Purpose of the Report

The Insurance Corporation of British Columbia (“ICBC”) engaged Ernst & Young LLP (“EY”) to
estimate the loss costs (claim costs per exposure) for the Enhanced Accident Benefits (“EAB”)
under the Enhanced Care model coming into effect May 1, 2021. Enhanced Care generally
removes the adversarial nature of the at-fault tort system and introduces a number of new
benefits and enhances existing benefits regardless of who is responsible for the crash. This
report documents the methods and assumptions used to calculate the Enhanced Accident
Benefit loss costs to support ICBC’s upcoming Revenue Requirements Application which will be
submitted to the British Columbia Utilities Commission (BCUC).

Scope of Report

This report provides an estimate of the Enhanced Accident Benefits loss costs under Enhanced
Care. Our analysis is confined specifically to the following Accident Benefit coverages: Medical
and Rehabilitation, Income Replacement and Indemnity, Death Benefits and Permanent
Impairment. ICBC’s Revenue Requirements Application covers policies written between May 1,
2021 and March 31, 2023.

The report has been prepared according to Canadian Accepted Actuarial Practice. It complies
with the appropriate Standards of Practice of the Canadian Institute of Actuaries.

The analysis and supporting report was prepared by EY under the direction of Mr. Cosimo
Pantaleo. Mr. Pantaleo is a Fellow of the Canadian Institute of Actuaries and of the Casualty
Actuarial Society. Mr. Pantaleo is available to answer any questions regarding this report and
can be reached at the following address:

Ernst & Young LLP
Insurance and Actuarial Consulting Services
Ernst & Young Tower
100 Adelaide Street West
Toronto, ON  M5H 0B3
Phone:   (416) 943-3730
e-mail: cosimo.pantaleo@ca.ey.com



Insurance Corporation of British Columbia
Enhanced Accident Benefits Costing Report

2

Use and Distribution

This report was prepared for the use of ICBC and was based on confidential information
supplied by ICBC. This analysis has been prepared to support ICBC’s Revenue Requirements
Application (RRA) to the BCUC to be submitted December 15th 2020. It is not intended or
necessarily suitable for any other purpose.

No further distribution of this report apart from filing the report with the BCUC and providing
copies to participants in the process may be made without the prior permission of both Ernst &
Young LLP and ICBC. ICBC and Mr. Pantaleo should be notified immediately following any
requests for disclosure of any part of this report. Should the report be disclosed, it must be
provided in its entirety.

Variability of Estimates

Future financial projections are based on estimates and as such complete assurance cannot be
given as to the ultimate accuracy of these projections. It is fundamental to the proper
interpretation of the results to understand that actual results may differ significantly from the
estimates in this report.  This caveat is not in itself an indication of current or anticipated
issues.  In our judgement, we have employed techniques and assumptions that are appropriate
and the results presented herein are reasonable.

Insurance Regulations

On March 4, 2020 the Government of British Columbia tabled Bill 11, Attorney General
Statutes (Vehicles Insurance) Amendment Act, 2020, which amended the Insurance
Corporation Act, R.S.B.C., c. 228 (“ICA”) and the Insurance (Vehicle) Act (IVA). Bill 11 received
Royal Assent on August 14, 2020. The amended IVA includes several changes allowing ICBC to
build and implement Basic1 insurance services focused on customer care and removing the
adversarial nature of the at-fault tort system. The analysis underlying this report was
completed during the year 2020. While the legislation creating the Enhanced Accident Benefits
has been passed by Government, the regulations setting out the precise definition and
qualification for each benefit as well as the exact benefit limits are not expected to be finalized
by the submission date of ICBC’s Revenue Requirement Application to the BCUC. As such,

1
 Basic Autoplan insurance (“Basic insurance”) is the mandatory coverage British Columbians need for a vehicle in

B.C. Basic insurance currently includes five main types of coverage: Third Party Liability coverage, Accident
Benefits, Underinsured Motorist Protection, Hit-and-Run and Uninsured Motorist Coverage, and Inverse Liability
coverage. Refer to Chapters 2 and 3 of ICBC’s revenue requirement application for more details on the changes to
Basic insurance under Enhanced Care.
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certain parameters have been set by Government providing direction to both ICBC and the
BCUC for the submission. For full details on the direction provided by Government
(“Government Direction”), refer to the appendix attached to ICBC’s Revenue Requirement
Application Chapter 2 dealing with legislation and regulations. The parameters most applicable
to this report are that Enhanced Care product assumptions follow Manitoba Public Insurance’s
(MPI) product with specified exceptions for product differences that require direct adjustment
in costing models. Environmental adjustments to reflect differences in provincial income levels
and MPI/ICBC data structures are also set out in the Government Direction including:

 Actuarial costing models should reflect British Columbia’s average gross employment
income, tax rates, and industrial average wage;

 Actuarial costing models should reflect British Columbia’s mix of claims;
 Actuarial costing models should consider ICBC specific differences in the claim data and

trends where applicable.

Our analysis reflected our understanding of the Enhanced Accident Benefits at the time of
these amendments and based upon the direction from Government. In the event that there are
differences between what is specified in the Government Direction and what is ultimately
included in the regulations that implement the Enhanced Care model, ICBC will not be required
to amend their proposed general rate application, any variance will instead be reflected in Basic
capital in subsequent policy years, and as a consequence we would not be amending our report.
Users of this report must refer to the Insurance (Vehicle) Regulation as the authority on
changes that are made to implement the Enhanced Care model, and not this report.

Reliances

Throughout this report, reliances have been made on certain results estimated by ICBC’s
Corporate Actuarial team as part of their regular course of work. We have noted such reliances
within the detailed sections that follow for each of the coverages analysed. We had the
opportunity to review and discuss the methodology used by ICBC which is in accordance with
accepted actuarial practice as certified by the Filing Actuary as well as the Reviewing Actuary.
Reliances have also been made on results presented in Manitoba Public Insurance’s (MPI) 2021
general rate application2 and MPI’s historical Weekly Indemnity claim counts and losses by
claimant category. MPI’s rate application is submitted in accordance with accepted actuarial
practice as certified by their actuary, Luke Johnston, FCIA.

2
 MPI’s general rate application as of June 17, 2020. https://apps.mpi.mb.ca/Rate-

Application/2021/GRA/2021_GRA.pdf - Actuarial Report on Manitoba Public Insurance Corporation Universal
Compulsory Automobile Insurance as of March 31, 2020 (EAR Attachment B).
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2. Executive Summary

Principles

In considering how to estimate the Enhanced Accident Benefits loss costs, the following
principles were adopted:

 Adherence to accepted actuarial practice;
 Use of the most reliable data;
 All material elements of the Enhanced Care model affecting Accident Benefits should be

considered;
 Consider information from external sources, such as other jurisdictions to the extent they

are expected to be relevant to British Columbia.

The following elements of accepted actuarial practice have particular relevance for the estimates
calculated in this report:

 The estimates have been prepared based on assumptions that are not only reasonable on
their own, but appropriate in aggregate;

 The assumptions have been disclosed in this report;
 The estimates are an unbiased best estimate based on all of the information available to

EY at the time that this estimate was prepared.

Summary of Estimates

As part of the introduction of the Enhanced Care model, Accident Benefits are being
significantly enhanced. There are multiple types of benefits, collectively referred to as
Enhanced Accident Benefits (EAB), which help cover claimants’ costs and recovery regardless
of who is at-fault including:

 Medical and Rehabilitation;
 Income Replacement and Indemnity; and
 Death Benefits and Permanent Impairment.

The analysis in this report is confined specifically to these Enhanced Accident Benefit
coverages.

Per the Government Direction, ICBC’s Revenue Requirements Application covers policies
written between May 1, 2021 and March 31, 2023. In their application, ICBC has split this
policy period into an 11 month period spanning May 1, 2021 to March 31, 2022 referred to as
Policy Period 2021-1 and the subsequent 12 month period spanning April 1, 2022 to March
31, 2023 referred to as Policy Period 2021-2. The estimated loss costs for these policy periods
are as follows:
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Table 2.1 – Enhanced Accident Benefits Estimated Loss Costs

EAB Coverage Policy Year 2021-1 Loss

Cost

Policy Year 2021-2 Loss

Cost

Medical and Rehabilitation $218 $230

Income Replacement and Indemnity $124 $128

Death Benefits and Permanent Impairment $46 $47

Consistent with the methodology used by ICBC in historical rating applications, a
frequency/severity approach was selected to estimate the EAB loss costs. This approach
involves estimating the frequency of claims and their average cost or severity for the
prospective experience period. By multiplying the frequency by the average cost, estimated
loss costs for the experience period are determined.

Considering the nature of the Enhanced Accident Benefit changes, where a new benefit is being
provided or the categories of claimants eligible to claim the benefits are being expanded, these
changes would be expected to impact ICBC’s frequency. Where benefits are being enhanced
through higher benefit limits, these changes would be expected to impact ICBC’s severity. ICBC
and MPI data were relied upon to arrive at the EAB frequency and severity estimates in
accordance with the Government Direction. The estimates of frequency and severity underlying
the estimated loss costs in Table 2.1 are:

Table 2.2 – Medical and Rehabilitation Estimated Frequency and Severity

Medical and Rehabilitation Policy Year 2021-1 Policy Year 2021-2

Frequency 2.10% 2.10%

Severity $10,383 $10,939

Loss Cost $218 $230

Table 2.3 – Income Replacement and Indemnity Estimated Frequency and Severity

Income Replacement and Indemnity Policy Year 2021-1 Policy Year 2021-2

Frequency 0.23% 0.23%

Severity $54,677 $56,721

Loss Cost $124 $128

Table 2.4 – Death Benefits and Permanent Impairment Estimated Frequency and Severity

Death Benefits and Permanent Impairment Policy Year 2021-1 Policy Year 2021-2

Frequency 0.19% 0.19%

Severity $23,775 $24,052

Loss Cost $46 $47
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Benefits for Medical and Rehabilitation and Income Replacement and Indemnity coverage under
Enhanced Care are updated annually based on the B.C. Consumer Price Index and/or the B.C.
Industrial Average Wage.  With the reliance on MPI data, it should be noted that in its general
rate application, MPI presents claims for these two coverages at current benefit levels with the
effect of indexation removed. Indexation is instead reflected in the discount rate they use to
calculate the investment income from future cash flows. The results presented in this report
are consistent with MPI's claim costs meaning they exclude the impacts of indexation.  In their
application to the BCUC, ICBC will make appropriate adjustments to these results to reflect
indexation.

Closed File Review Estimates

Given the uncertainties involved with forecasting future insurance costs under a new
environment and the expectation for customer behaviour changes resulting from product
change of this magnitude, a closed file review was commissioned to act as another point of
reference in informing hypotheses and assumptions within the Enhanced Actuarial Benefits
actuarial costings. Cameron & Associates Insurance Consultants were engaged by EY to
conduct the review. They reviewed a sample of over 960 claims closed in 2019 and estimated
what would have been payable to the claimants had the accident occurred under the Enhanced
Care model. The results of the review are shown in the following table along with the estimates
derived using the actuarial costing frequency/severity approach.

Closed File Review Based Loss Cost
Estimate

EAB Coverage

Actuarial Costing
Estimate Fiscal
Loss Year 2022

Loss Cost
Low

Estimate
Point

Estimate
High

Estimate
Medical and Rehabilitation $211 $202 $227 $261
Income Replacement and
Indemnity

$121 $94 $106 $125

Death Benefits and
Permanent Impairment

$46 $38 $42 $47

Total $379 $334 $376 $433

The alignment of estimates by coverage and on a total basis provides additional support for the
actuarial costing estimates.
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3. Report Structure

Section Description

4. Enhanced Care Background Provides a high-level description of the Enhanced
Accident Benefits under the Enhanced Care model.

5. Enhanced Accident Benefits
Costing Methodology

Provides an overview of the approach and methodology
employed to estimate the Enhanced Accident Benefit
loss costs.

6. Medical and Rehabilitation
Costing Model

Describes in detail the steps followed to estimate the
Medical and Rehabilitation frequency, severity, and loss
costs and the resulting estimates for policy periods
PY2021-1 and PY2021-2 as shown in Table 2.2.

7. Income Replacement and
Indemnity Costing Model

Describes in detail the steps followed to estimate the
Income Replacement and Indemnity frequency, severity,
and loss costs and the resulting estimates for policy
periods PY2021-1 and PY2021-2 as shown in Table 2.3.

8. Death Benefits and Permanent
Impairment Costing Model

Describes in detail the steps followed to estimate the
Death Benefits and Permanent Impairment loss costs
and the resulting estimates for policy periods PY2021-1
and PY2021-2 as shown in Table 2.4.

9. Closed File Review Results Describes the purpose and results of a closed file review
completed in 2020 by Cameron & Associates Insurance
Consultants.

10. Glossary Defines terms used frequently throughout report.
11. About the Author Description of Cosimo Pantaleo’s experience and

qualifications.

Sections 6 through 9 describing the Enhanced Accident Benefits costing models employed
contain material which is technical in nature. The costing model results for each coverage are
intended to be stand-alone. Readers can focus their attention on Section 6 for the details and
results of the Medical and Rehabilitation costing, Section 7 for Income Replacement and
Indemnity costings, and Section 8 for Death Benefits and Permanent Impairments costings.
Readers may find it helpful to have the accompanying appendices referenced throughout the
sections in view while reading these sections.

Appendix A details the calculation of adjustment factors applied to ICBC’s historical claim
frequencies for each of the EAB coverages. Appendix B covers additional adjustment factors
specific to the Income Replacement and Indemnity costings. Lastly, Appendix C contains
detailed calculations to arrive at implied loss costs estimates from the closed file review results
for comparison purposes.
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4. Enhanced Care Background

Description

Effective May 1, 2021 automobile insurance in British Columbia will shift from the current fault
based tort environment to a no fault care model referred to as the Enhanced Care model. The
current Accident Benefits which cover medical and rehabilitation expenses, wage loss
payments, as well as death and funeral benefits will be significantly enhanced, and new benefits
are also being added such as permanent impairment benefits and personal care assistance for
the most seriously injured. These benefits are collectively referred to as the Enhanced Accident
Benefits and they will be payable regardless of who is responsible for the accident. They will be
extended to pedestrians, cyclists, and passengers affected by an automobile accident in
addition to automobile drivers.

The suite of new and enhanced benefits3 are summarized below:

Enhanced Accident Benefits Benefit Overview

Medical and Rehabilitation Provide reimbursement for reasonable and necessary
expenses for medical and rehabilitation services.
• Overall limit of at least $7.5M
• Sub-limits to be established for defined services,

equipment, and other expenses
Personal Care Assistance Covers essential personal and household activities of daily

life which the customer performed prior to the accident but
is no longer able to due to their injuries.
• $4,934 max./month for non-catastrophic injury
• $5,900 max./month for catastrophic injury
• $10,000 max./month catastrophic injury requiring 24-

hour care
• Included in the overall limit of at least $7.5M

Leisure and Recreational Activities Covers costs to help injured customer participate in leisure
and recreational activities
• Dependent on severity of injury
• Maximum $4,000 every 2 years

Income Replacement Wage loss benefits for full-time, part-time and temporary
earners, including self-employed
• 90% of net income, calculated on the basis of a gross

annual income of up to a maximum of $100,000

3
 Per the Government Direction, the benefit limits described in this table are based on MPI’s Personal Injury

Protection Plan (“PIPP”) product with specified exceptions for Enhanced Care product assumptions. The final benefit
limits will be confirmed in Regulations and have been informed by consultation with stakeholders.
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Enhanced Accident Benefits Benefit Overview

Student Lump sum benefit compensating full time post-secondary
students and minors for each school term or semester they
cannot complete due to their injuries.
• Amount depends on the type of schooling
• up to $5,581 per lost year (elementary) to $20,690 per

lost year (post-secondary)
• Students remaining disabled at scheduled end of studies

receive Income Replacement and Indemnity based on
Industrial Average Wage plus loading ranging from 15% to
50% depending on post-secondary program

Family Business Benefit compensating the customer if they were working in
the family business without pay before the crash to cover
the expenses of hiring a replacement
• up to $821/week, for up to 180 days

Retirement Benefits Limited to those who still cannot return to work when reach
age 65
• Upon turning 65, 70% of the net income that was used for

calculating the income replacement benefit

Caregiver Weekly Indemnity Benefit to support the injured person if they were primarily
an unpaid caregiver but, as a result of the crash, cannot
care for their dependants.
• Weekly compensation amount is calculated based on the

number of dependants
• $476 - $626 per week

Care Expense Reimbursement Benefit to support the injured person if they were a wage
earner, or a minor or student, and they incur additional care
expenses because of the injury.
• Weekly compensation amount is calculated based on the

number of dependants
• $123/week to $248/week

Permanent Impairment Provides support for injuries that result in an impairment(s)
lasting a lifetime. Prescribed calculation based on injury
type, percentage of impairment
• For non-catastrophic, suggested range from $820

(minimum) to $164,181
• For catastrophic, maximum $259,245

Death Benefits Provided in the event a British Columbian loses their life due
to injuries from the crash.
• Spouse/Partner: 5 times the deceased’s gross annual

income up to maximum of  $505,000
• Dependants: Range $31,193 - $57,465 per dependant

Funeral Benefits and Grief
Counselling

Funding to the deceased person’s family to pay for funeral
expenses and grief counselling
• Funeral Expenses: maximum of $8,951
• Grief counselling: maximum of $3,743
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Enhanced Accident Benefits Benefit Overview

Additional Enhanced Benefits for
people catastrophically injured

• Travel & Accommodation expenses of up $4,876 (max of 2
people for 21 days) for attending to a close relative in
hospital who requires critical care because of an
automobile injury

• $1.2M (at ICBC’s sole discretion) life-time maximum
transitional expenses
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5. Enhanced Accident Benefits Costing Methodology

In considering how to estimate ICBC’s Enhanced Accident Benefit loss costs (claim costs per
exposure), the following principles were adopted:

 Adherence to accepted actuarial practice;
 Use of the most reliable data;
 All material elements of the Enhance Care model affecting Accident Benefits should be

considered;
 Consider information from external sources, such as other jurisdictions, only if it is

expected to be relevant to British Columbia.

Consistent with the methodology used by ICBC in historical rating applications, a
frequency/severity approach was selected to estimate the Enhanced Accident Benefits loss
costs. This approach involves estimating the frequency of claims4 and their average cost or
severity for the prospective experience period. By multiplying the frequency by the average
cost, estimated loss costs for the experience period are determined. This is represented below.

𝐿𝑜𝑠𝑠 𝐶𝑜𝑠𝑡 =
𝐿𝑜𝑠𝑠𝑒𝑠

𝐸𝑥𝑝𝑜𝑠𝑢𝑟𝑒𝑠
 =

𝐶𝑙𝑎𝑖𝑚(𝑎𝑛𝑡) 𝐶𝑜𝑢𝑛𝑡𝑠
𝐸𝑥𝑝𝑜𝑠𝑢𝑟𝑒𝑠

 ×
𝐿𝑜𝑠𝑠𝑒𝑠

𝐶𝑙𝑎𝑖𝑚(𝑎𝑛𝑡) 𝐶𝑜𝑢𝑛𝑡𝑠
                                                   = 𝐹𝑟𝑒𝑞𝑢𝑒𝑛𝑐𝑦   × 𝑆𝑒𝑣𝑒𝑟𝑖𝑡𝑦

As discussed in the Insurance Regulations section of the Introduction, per the Government
Direction, the Enhanced Accident Benefits actuarial costing assumptions are to follow MPI’s
product with specified exceptions for product differences that require direct adjustment. These
exceptions include differences in the deduction of collateral benefits from wage loss
replacement benefits payable, the industrial average wage used to calculate the student
income benefit loading, and the maximum gross annual income the income replacement benefit
limit is based on. Environmental adjustments are also to be incorporated to reflect British
Columbia specific factors including the average gross employment income, tax rates, industrial
average wage, mix of claims, and specific differences in ICBC claim data and trends where
applicable.

Forecasts of claim frequency and claim severity are determined separately for the following
coverages:

 Medical and Rehabilitation

4
 In the actuarial costing models, claim exposure frequency is used. The difference between a claim and a claim

exposure is that one claimant can have multiple exposures if there’s multiple parties involved. For instance, if a
driver and two passengers are injured from the same loss event, there will be three claim exposures on the driver’s
claim.
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 Income Replacement and Indemnity
 Death Benefits and Permanent Impairment

Considering the nature of the Enhanced Accident Benefits changes, where a new benefit is
being provided or the categories of claimants eligible to claim the benefits are being expanded,
these changes would be expected to impact ICBC's claim frequency. We reviewed ICBC and MPI
historical frequency and then made adjustments to reflect expected changes in frequency
under EAB. When extrapolating the results to Policy Period 2021, we relied on ICBC's trends as
accident benefits frequency is typically linked to crash frequency which could vary between the
provinces, thus using ICBC's trends was deemed more appropriate. Where benefits are being
enhanced through higher limits, these changes would be expected to impact ICBC's claim
severity. The MPI historical data closely reflects the EAB benefits, hence MPI severities were
used as a starting point. When extrapolating the severity estimates from the latest historical
period to Policy Period 2021, we again generally relied upon ICBC’s selected trends. MPI’s no
fault accident benefits product has been in place since the 1990’s and as a result, they have
achieved greater stability in their processes and claim levels than ICBC would be expected to
achieve in the immediate term after the introduction of EAB. We assumed ICBC’s current trends
will persist until more experience emerges under the new product.

Sections 6 through 8 below detail the basis of our initial selections, the adjustments applied to
the respective coverages, and the resulting estimates.

Per the Government Direction, this year’s rate application to the BCUC will cover the period
spanning from May 1, 2021 to March 31, 2023. This 23 month period is referred to as Policy
Period 2021, with the first 11 months specifically referred to as Policy Period 2021-1 and the
remaining 12 months specifically referred to as Policy Period 2021-2. Policy Period 2021-1 is
the grouping of all policies written between May 1, 2021 and March 31, 2022. Given that a
policy written on the last day of this policy year, March 31, 2022, would provide coverage for
claims occurring up until March 31, 2023, in order to determine the projected rate for Policy
Period 2021-1 we need to estimate the cost of claims anticipated to occur between the first
day of coverage, May 1, 2021, and the last possible day for a Policy Period 2021-1 claim March
31, 2023. Policy Period 2021-2 is the 12 month period reflecting the grouping of all policies
written between April 1, 2022 and March 31, 2023. Similarly to above, a policy written on the
last day of this period, March 31, 2023, would provide coverage for claims occurring up until
March 31, 2024, thus we need to estimate the cost of claims anticipated to occur between April
1, 2022 and March 31, 2024.

Losses from claims are grouped according to the fiscal loss year the claim occurs in. In order to
cover the periods described above which comprise Policy Period 2021, we need to estimate the
losses from Fiscal Loss Years 2022, 2023, and 2024 as shown in the following graphic:
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Once the estimates for Fiscal Loss Years 2022, 2023 and 2024 are determined, they are
weighted together based on their relative contributions to Policy Period 2021-1 and 2021-2.

Losses occurring on Policy Period 2021-1 policies span the period beginning one month into
Fiscal Loss Year 2022 (May 1, 2021) up until the end of Fiscal Loss Year 2023 (March 31,
2023). The contribution of Fiscal Loss Year 2022 to Policy Period 2021-1 is represented by the
triangle formed to the left of the vertical green dashed line through Policy Period 2021-1 in the
graphic above. The area of this triangle represents 11/24ths of the area of the Policy Period
2021-1 parallelogram5, thus the Fiscal Loss Year results are weighted according to the
following formula to translate the estimates to a Policy Year 2021-1 basis:

Policy Period 2021-1 =  11
24

𝐹𝐿𝑌 2022 + 13
24

 𝐹𝐿𝑌 2023

Policy Period 2021-2 policies span the period from the beginning of Fiscal Loss Year 2023
(April 1, 2022) up until the end of Fiscal Loss Year 2024 (March 31, 2024), Fiscal Loss Years
2022 and 2023 contribute equal portions to the Policy Period thus Fiscal Loss Years 2023 and
2024 are weighted equally to translate the estimates to a Policy Period 2021-2 basis:

Policy Period 2021-2 =  12
24

𝐹𝐿𝑌 2023 + 12
24

 𝐹𝐿𝑌 2024

5
 The area of the triangle is calculated as base (11 months) times height (11 months) divided by two which equals

60.5. The area of the parallelogram is calculated as base (11 months) times height (12 months) which equals 132.
60.5 ÷ 132 = 11/24. Fiscal Loss Year 2023 contributes the remainder of Policy Year 2021-1 which equals 13/24.
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6. Enhanced Accident Benefits – Medical and Rehabilitation
Costing Model

Background
ICBC claimants are currently able to claim up to $300,000 in medical treatment and
rehabilitation expenses through the current accident benefits. Under the Enhanced Accident
Benefits, this limit is being increased to at least $7,500,000 based on our current
understanding of the product. Additional benefits including personal care assistance as well as
benefits for leisure and recreational activities are also being introduced and can be claimed
towards the increased limit of at least $7,500,000.

It should be noted that in their general rate application, MPI refers to these benefits for medical
and rehabilitation expenses as ‘Accident Benefits – Indexed’. This name is used throughout this
section when referring to MPI.

6.1 Modelling Approach
The benefits under EAB are generally aligned with those offered by MPI. Per the Government
Direction, we have modeled the loss costs following MPI’s product with appropriate adjustments
for specific differences in ICBC claim data and trends.

6.2 Modelling Results
Table MR.1 – Estimates Summary

(A) (B) (C) (D) = (B) x (C)
Period Claimant Frequency Claimant Severity Loss Cost

Fiscal Loss Year 2022 2.10% $10,078 $211
Fiscal Loss Year 2023 2.10% $10,641 $223
Fiscal Loss Year 2024 2.10% $11,237 $236

Policy Year 2021-1 2.10% $10,383 $218

Policy Year 2021-2 2.10% $10,939 $230

(A) Policy Year 2021-1 and 2021-2 estimates are a weighting of FLY 2022, 2023, and 2024 estimates according to
the formulas outlined in Section 5

(B) Forecasted number of claimants relative to the number of exposures in the fiscal loss year period, from Table
MR.4 Column (D)

(C) Forecasted average cost of claims per claimant in the fiscal loss year period, from Table MR.10 Column (C)
(D) = (B) x (C), Product of frequency and severity, the forecasted cost of claims per exposure in the fiscal loss year

period

Frequency Forecast

Even though the automobile insurance product through which benefits are provided will be
different, injuries requiring medical attention today will continue to require medical attention
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and treatment, so the expected number of these claims are not expected to change
significantly.

To estimate the Enhanced Accident Benefit frequencies, we began with a comparison of ICBC’s
historical frequency to MPI’s. This required adjusting ICBC’s claim frequency to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison purposes6. For
Medical and Rehabilitation, ICBC’s historical claimant frequency was higher than MPI’s. Given
the upcoming enhancements, it was seen as unlikely that ICBC’s frequency would decrease to
MPI’s thus ICBC’s current forecasted frequencies were selected as the starting point under EAB.
One other adjustment was required as ICBC’s historical and forecasted Medical and
Rehabilitation frequencies don’t reflect all potential EAB claimants as historically some
claimants were indemnified under Third Party Liability – Bodily Injury without any payments
categorized as Accident Benefits. It is assumed these claims will be categorized under the EAB
coverages in the future. An adjustment factor was thus determined to account for these
additional claimants not in the Accident Benefit historical data or ICBC’s current forecasts.
These considerations are summarized as follows:

I. Claimant basis adjustment - ICBC historical claim frequency is adjusted to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison
purposes;

II. Additional EAB claimants adjustment - ICBC’s claimant frequency is adjusted to reflect
that in their current environment, some claimants were indemnified under Third Party
Liability – Bodily Injury without any of the payments categorized as Accident Benefits. It
is assumed these claimants will receive the Enhanced Accident Benefits in the future
and should be reflected in ICBC’s frequency.

FREQUENCY ADJUSTMENT I – CLAIMANT BASIS ADJUSTMENT

As part of their regular analyses, ICBC’s Corporate Actuarial team estimates the ultimate
frequency of claims for past fiscal loss years. They also project the ultimate frequency of claims
for upcoming fiscal loss years using trends they select as part of their analyses. ICBC’s
estimates are for the current Accident Benefits product. MPI’s Accident Benefits – Indexed
historical frequency was compared to ICBC’s historical Medical and Rehabilitation frequency.
MPI’s historical frequencies are on a per claimant basis meaning they are equal to the number
of claimants relative to the number of exposures. ICBC’s historical frequencies are on a per
claim basis meaning the number of claims relative to the number of exposures. We reviewed
ICBC’s historical ratios of claimants to claims and selected a ratio to adjust the ICBC experience
to be on a comparable basis to MPI. From a review of claims closed in fiscal years 2017 to

6
 MPI historical frequency is presented on a per claimant basis (number of claimants per number of exposures).

ICBC’s historical and forecasted frequency is on a per claim basis (number of claims per number of exposures) and
were adjusted to a per claimant basis for comparison purposes.
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2020, ICBC has had on average 1.25 claimants per Medical and Rehabilitation claim7. This
factor was used to adjust ICBC’s estimated ultimate claim frequencies to the per claimant basis
consistent with MPI’s.

Table MR.2 – Comparison of ICBC and MPI Claimant Frequency

(A)
Fiscal Loss Year

(B)
ICBC Medical and

Rehabilitation
Ultimate Claim Frequency

(C) = (B) x 1.25
ICBC Medical and

Rehabilitation
Ultimate Claimant

Frequency

(D)
MPI Accident

Benefits – Indexed
Ultimate Claimant

Frequency

2011 1.54% 1.92% 1.52%
2012 1.56% 1.94% 1.40%
2013 1.57% 1.95% 1.49%
2014 1.55% 1.93% 1.49%
2015 1.59% 1.98% 1.27%
2016 1.68% 2.09% 1.36%
2017 1.72% 2.14% 1.35%
2018 1.74% 2.16% 1.35%
2019 1.61% 2.00% 1.27%
2020 1.59% 1.98% 1.28%

2021 1.63% 2.02%
2022 1.63% 2.02%
2023 1.63% 2.02%
2024 1.63% 2.02%

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March
31, YYYY. MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of
March 1, YYYY-1 to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1
to March 31, the 2020 FLY for MPI is thus a 13-month period ending March 31, 2020. The one month
difference in MPI and ICBC’s fiscal loss years are accepted as having insignificant impact on the analysis.

(B) Ultimate claim frequency as selected by ICBC Corporate Actuarial. Frequencies beyond FLY 2020 are
projected using selected future trends. Refer to Appendix C.5.0 of ICBC's revenue requirement application
for ICBC’s forecast analysis.

(C) = (B) x 1.25, Ultimate claimant frequency
(D) MPI’s ultimate claimant frequency per their 2021 general rate application

7
 Appendix A, Table 1
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ICBC historical Medical and Rehabilitation claimant frequency was then compared to MPI’s
Accident Benefits - Indexed claimant frequency, illustrated in Chart MR.2 below.

As seen in Chart MR.2 ICBC’s frequency has historically been higher than MPI’s. Given ICBC’s
benefits are increasing under EAB, it is our best estimate that this frequency will continue to be
higher at the onset of Enhanced Care, therefore ICBC Corporate Actuarial’s forecasted
frequency is selected as the starting point for the future fiscal loss years.
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FREQUENCY ADJUSTMENT II – ADDITIONAL EAB CLAIMANTS ADJUSTMENT

Under the tort system currently in place in British Columbia, when a driver is injured in an
accident, regardless of fault their Accident Benefits coverage would cover the costs of their
medical treatment and rehabilitation expenses up to the current limit of $300,000. If the driver
were not-at-fault in the accident, they could seek to recover additional losses beyond the first-
party Accident Benefits limits through the Third Party Liability - Bodily Injury coverage. The
nature of these benefits suggests that for every Bodily Injury claim, there should also be a
corresponding claim for Accident Benefits. Reviewing ICBC’s historical data however shows that
there are a small number of cases where claimants were indemnified under Third Party Liability
- Bodily Injury without any of the payments categorized as Accident Benefits. Under Enhanced
Care, the Enhanced Accident Benefits will be available to all claimants regardless of fault while
the tort avenue involving Third Party Liability – Bodily Injury coverage will cease to exist in most
cases. The EAB Medical and Rehabilitation frequency should therefore also reflect these
additional claimants.

Table MR.3 – Additional EAB claimants adjustment

(A)
Fiscal Loss Year

(B)
Claimant Counts
Bodily Injury Only

Claims

(C)
Claimant Counts
Accident Benefits

Only Claims

(D)
Claimant Counts
Accident Benefits
and Bodily Injury

Claims

(E) = (B) / [(C) +
(D)]

Percentage of
Bodily Injury Only

Claimants

2015 650 5,293 13,607 3.44%
2016 1,598 10,839 29,597 3.95%
2017 2,031 11,749 45,250 3.56%
2018 2,258 12,194 52,450 3.49%
2019 2,073 10,978 45,327 3.68%
2020 1,227 9,795 30,285 3.06%

 Average: 2015-2020 3.55%
Average: 2016-2019 3.67%

Selected: 3.67%

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) Number of claimants who are only recognized as having a Bodily Injury claim in ICBC’s historical experience
(C) Number of claimants who are only recognized as having an Accident Benefits claim in ICBC’s historical

experience
(D) Number of claimants who are recognized as having an Accident Benefits and Bodily Injury claim in ICBC’s

historical experience
(E) = (B) / [(C) + (D)], The percentage of claimants recognized as having only a Bodily Injury claim as a

percentage of the total number of Accident Benefits claims

The selected factor in Table MR.3 of 3.67% is used to adjust the Medical and Rehabilitation
frequency in the future fiscal loss years to account for the Accident Benefits claimants who
were only paid via a Third Party Liability – Bodily Injury claim without any of the payments
allocated to Accident Benefits.
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Table MR.4 – Enhanced Accident Benefits Medical and Rehabilitation Frequency Forecast

(A)
Fiscal Loss Year

(B)
Initial Forecast

(C) = (1+3.67%)
Adjustment Factor

(D) = (B) x (C)
EAB Forecast

2022 2.02% 1.0367 2.10%
2023 2.02% 1.0367 2.10%
2024 2.02% 1.0367 2.10%

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) Medical and Rehabilitation claimant frequency from Table MR.2 column (C)
(C) 1 + Selected adjustment factor for Bodily Injury claimants from Table MR.3
(D) = (B) x (C), ICBC EAB Medical and Rehabilitation frequency forecast

Severity Forecast

For the severity forecasts under EAB, MPI’s historical severities were used as a starting point
given they more closely reflect the EAB benefits. In their general rate application, MPI restate
their historical severities at current benefit levels. This means that year-over-year changes in
their historical severities for indexed benefits such as Medical and Rehabilitation do not reflect
the impact of annual inflationary adjustments to the benefit levels. Changes in their historical
severities thus only reflect the impacts from changes in the mix of claimants, types of medical
treatments utilized, etc. When projecting costs to future periods, MPI applies a separate
inflationary trend to their selected severity trend to account for both the mix of claims and
inflationary impacts.

MPI’s severities were adjusted for enhancements they have introduced over time as ICBC was
directed to follow MPI’s current product. Adjustments were then applied to the MPI severities to
account for the B.C. specific exceptions to MPI’s product pertinent to Medical and
Rehabilitation. Given the very low likelihood of claims exceeding $7,500,000, we don’t believe
there would be any impact on the estimates from using MPI’s severities based on unlimited
medical and rehabilitation expenses or a medical and rehabilitation limit of $7,500,000. Once
the historical MPI severities were adjusted for these exceptions, they were brought to the Fiscal
Loss Year 2020 level using trends selected from the historical year-over-year changes in MPI’s
severities. An average severity at the Fiscal Loss Year 2020 level was then selected to be used
as a spring-off point8 to forecast ICBC’s EAB severities. The final step was to bring the selected
Fiscal Loss Year 2020 level severities forward to the 2021 Policy Period. These considerations
are summarized as follows:

I. PIPP Enhancement – adjustment to MPI’s historical severities to reflect enhancements
they’ve introduced over the years for catastrophically injured claimants, to bring them
to a common benefit level

8
 The spring-off point is the starting point from which projected values are forecasted from.
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II. Provincial Health Service adjustment – adjustment to reflect differences in how MPI and
ICBC make payments to their respective provincial health service commission/plan for
medical costs borne from motor vehicle accidents

III. Trend – the selected severity is trended forward from the 2020 cost level to Policy
Period 2021

SEVERITY ADJUSTMENT I – PIPP ENHANCEMENT

ICBC’s historical Medical and Rehabilitation claims do not reflect the significantly enhanced
limits under EAB or the additional benefits being introduced. MPI’s historical severity is
therefore used as a surrogate to forecast ICBC’s Medical and Rehabilitation severity. MPI
enhanced their benefits for catastrophically injured claimants in 2009 and made further
enhancements in 2011 and 2015. The additional costs of these enhancements are tracked
separately in their general rate application as Personal Injury Protection Plan (“PIPP”)
enhancement costs. As per the Government Direction, ICBC’s Enhanced Accident Benefits
actuarial costings are to reflect MPI’s current product including these enhancements. MPI’s
historical loss costs with and without the PIPP enhancements are shown in Table MR.5.

Table MR.5 – MPI Accident Benefits – Indexed PIPP Enhancements

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits

- Indexed
Ultimate Loss Cost

(C)
MPI PIPP Enhancements

Accident Benefits -
Indexed

Ultimate Loss Cost

(D) = [(B) + (C)] / (B)
MPI PIPP

Enhancement Factor

2011 $76 $2 1.028
2012 $82 $3 1.043
2013 $78 $2 1.031
2014 $66 $1 1.020
2015 $61 $2 1.027
2016 $76 $2 1.028
2017 $84 $4 1.049
2018 $80 $3 1.038
2019 $77 $3 1.035
2020 $75 $3 1.034

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) From MPI 2021 general rate application
(C) From MPI 2021 general rate application
(D) = [(B) + (C)] / (B), impact of PIPP enhancements

Across Fiscal Loss Years 2011 to 2020, MPI’s PIPP enhancements increase the Accident
Benefits - Indexed loss costs on average by a factor of 1.033. This adjustment factor was
applied to MPI’s Accident Benefits - Indexed ultimate severities to bring them to current benefit
levels.
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Table MR.6 – MPI Accident Benefits – Indexed Severity

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits - Indexed

Ultimate Claimant Severity

(C) = (B) x 1.033
MPI Accident Benefits -

Indexed Adjusted for PIPP
Enhancements

Ultimate Claimant Severity

2011 $5,005 $5,171
2012 $5,848 $6,043
2013 $5,236 $5,410
2014 $4,404 $4,551
2015 $4,824 $4,985
2016 $5,579 $5,765
2017 $6,227 $6,434
2018 $5,914 $6,111
2019 $6,023 $6,224
2020 $5,881 $6,077

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from MPI 2021 general rate application
(C) = (B) x 1.033

SEVERITY ADJUSTMENT II – PROVINCIAL HEALTH SERVICE ADJUSTMENT

MPI’s severities do not include payments made to the Manitoba Health Service Commission
(MHSC) as they are treated as an unallocated loss adjustment expense (ULAE). ICBC’s
payments to the Medical Services Plan (MSP) are allocated to respective individual claims. A
second adjustment factor was thus applied to reflect these additional costs in the forecast EAB
severity for ICBC. Table MR.7 below shows MPI’s projected MHSC costs and the implied
adjustment factor for these costs.
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Table MR.7 – Health Service Costs Adjustment

(A)
Fiscal
Loss
Year

(B)
MPI Accident

Benefits -
Indexed

Adjusted for
PIPP

Enhancements
Ultimate
Claimant
Severity

(C)
MPI Total

Payments to
MHSC

(D)
MPI Projected

Accident
Benefits –
Indexed

Claimant Counts

(E) = (C) / (D)
Average MHSC

Cost per
Accident

Benefits –
Indexed

Claimant Count

(F) = (E) / (B)
Average

MSHC Cost
Relative to
Accident

Benefits –
Indexed
Severity

2020 $6,077 $30,073,792 11,372 $2,645 43.52%
2021 $6,296 $30,355,706 10,310 $2,944 46.77%
2022 $6,361 $30,976,682 11,393 $2,719 42.74%
2023 $6,458 $31,709,978 11,393 $2,783 43.10%
2024 $6,557 $32,833,890 11,393 $2,882 43.95%
2025 $6,658 $34,305,570 11,393 $3,011 45.23%

Average: 2020-2025 44.22%
Average: 2022-2025 43.75%

Selected: 43.75%

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1 to
February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the 2020
FLY for MPI is thus a 13-month period

(B) MPI projected severity from MPI 2021 general rate application multiplied by PIPP enhancement adjustment
factor of 1.033

(C) MPI projected MHSC payments from MPI 2021 general rate application
(D) MPI projected claimant counts from MPI 2021 general rate application
(E) = (C) / (D), Average MHSC payment per claimant count
(F) = (E) / (B), Average MHSC cost as a percentage of Accident Benefits – Indexed severity

The Fiscal Loss Year 2021 projected claimant counts appear reduced as a result of COVID-19
impacts, thus we selected an average loading factor based on Fiscal Loss Years 2022 through
2025. Applying this adjustment factor of 43.75%, the adjusted MPI severities are shown below
in Table MR. 8.



Insurance Corporation of British Columbia
Enhanced Accident Benefits Costing Report

23

Table MR.8 – MPI Accident Benefits – Indexed Severity including MHSC Payments

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits - Indexed

Adjusted for PIPP Enhancements
Ultimate Claimant Severity

(C) = (B) x 1.438
MPI Ultimate Claimant

Severity Adjusted to B.C.

2011 $5,171 $7,434
2012 $6,043 $8,687
2013 $5,410 $7,777
2014 $4,551 $6,542
2015 $4,985 $7,166
2016 $5,765 $8,287
2017 $6,434 $9,250
2018 $6,111 $8,785
2019 $6,224 $8,947
2020 $6,077 $8,736

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period.

(B) from Table MR.6 Column (C) (including PIPP enhancements)
(C) = (B) x 1.438

SEVERITY ADJUSTMENT III - TREND

Chart MR.3 below shows the trend in MPI’s severity9, excluding the impact of annual
inflationary impacts to the benefit levels as noted earlier. A ten year period from 2011 to 2020
was reviewed and an exponential trend line was fit to the severities based on the 2011-2019
data points, excluding the 2020 year to avoid potential impact of COVID-19 occurring towards
the end of the fiscal year. This suggests MPI’s severity has been increasing at a rate of 2.3%
prior to accounting for annual inflationary impacts to the benefit levels over this period.

9
 The multiplicative adjustment factors applied to reflect differences for BC shift the trend line, but they do not

change the underlying trend.
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Using the selected trend of 2.3%, the historical severities were brought forward to the Fiscal
Loss Year 2020 level as shown in Table MR.9.

Table MR.9 – MPI Accident Benefits – Indexed Severities at FLY 2020 Cost Level

(A)
Fiscal Loss Year

(B)
MPI Ultimate Claimant
Severity Adjusted to

B.C.

(C)
Trend Factor

(D) = (B) × (C)
MPI Ultimate Claimant
Severity Adjusted to
B.C. Trended to FLY

2020

2011 $7,434 1.226 $9,114
2012 $8,687 1.198 $10,412
2013 $7,777 1.172 $9,113
2014 $6,542 1.145 $7,493
2015 $7,166 1.120 $8,024
2016 $8,287 1.095 $9,073
2017 $9,250 1.070 $9,899
2018 $8,785 1.046 $9,192
2019 $8,947 1.023 $9,152
2020 $8,736 1.000 $8,736

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from Table MR.8 column (C)
(C) = (1+2.3%)^(2020 – FLY)
(D) = (B) × (C)

A spring-off point was then selected to represent the average severity level for Fiscal Loss Year
2020. This point is used as the starting point to forecast the severity therefrom. The spring-off
point was selected as the average of the adjusted severities from the latest six fiscal loss years,
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$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

$9,000

$10,000

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Fiscal Loss Year

Chart MR.3 - MPI Severity Trend Review

MPI Ultimate Claimant Severity Adjusted to BC



Insurance Corporation of British Columbia
Enhanced Accident Benefits Costing Report

25

excluding the lowest and highest years. This selection balances stability by including numerous
years while limiting the impact of extreme values observed at the low and high end. The result
is a selected severity of $9,038 as shown below in Chart MR.4.

MPI’s no fault accident benefits product has been in place since the 1990’s and as a result they
have achieved greater stability in their processes and claim levels than ICBC would be expected
to achieve in the immediate term after the introduction of EAB. ICBC’s Medical and
Rehabilitation severity trend, as selected by their Corporate Actuarial team in Appendix C.5.0
of their Revenue Requirements Application, is 5.6%. This selected trend accounts for both
changes in the mix of claimants, treatments utilized, etc. Further, annual inflationary
adjustments to the benefit levels have also been included in the selected trend. The future
trend of 5.6% was thus used to project the selected Fiscal Loss Year 2020 severity of $9,038
to the future fiscal loss years.
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The resulting severities for the future fiscal loss years are shown below in Table MR.10.

Table MR.10 – Enhanced Accident Benefits Medical and Rehabilitation Severity Forecast

(A)
Fiscal Loss Year

(B)
Selected FLY 2020 Spring-Off

Point

(C)
Severity Forecast

2020 $9,038
2021 $9,544
2022 $10,078
2023 $10,641
2024 $11,237

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) Selected FLY 2020 Spring-Off Point
(C) FLY 2020 Spring-Off Point projected forward using ICBC Medical and Rehabilitation trend of 5.6%, see

Appendix C.5.0 of ICBC Revenue Requirements Application for forecast analysis. (FLY 2021 severity not
used in calculation of Policy Period 2021 severity, shown for illustration purposes only)
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7. Enhanced Accident Benefits – Income Replacement and
Indemnity Costing Model

Background
Currently, ICBC claimants who are unable to work as a result of their injuries in a motor vehicle
accident receive 75% of their average gross weekly earnings up to $740. Under the Enhanced
Accident Benefits, claimants will receive 90% of their net weekly earnings up to $1,26610.
There will be an option to purchase additional coverage, though this optional product is beyond
the scope of the Revenue Requirements Application and this report. Collateral benefits,
disability payments from other sources including private disability plans through an employer
or employment insurance, are deducted from the amounts ICBC owes and will continue to be
under EAB except when such deduction is prohibited. Further, income replacement benefits will
be available to additional categories of claimants including students, caregivers, and non-
earners.

It should be noted that in their general rate application, MPI refers to these benefits as Weekly
Indemnity. This name is used throughout this section when referring to MPI. Under ICBC’s
current Basic insurance, Accident Benefits payable to claimants unable to work as a result of
their injuries in a motor accident are referred to as Weekly Benefits. This name is used
throughout this section when referring to ICBC’s current benefits.

7.1 Modelling Approach
The benefits under EAB are generally aligned with those offered by MPI.  Per the Government
Direction, we have modeled the loss costs following MPI’s product with specified exceptions for
product differences that require direct adjustment. These exceptions include differences in the
deduction of collateral benefits from wage loss replacement benefits payable, the industrial
average wage used to calculate the student income benefit loading, the maximum gross annual
income the income replacement benefit limit is based on, as well as British Columbia specific
factors including the average gross employment income, tax rates, industrial average wage,
mix of claims by employment type (full time, part time, seasonal, students, caregiver, etc.), and
specific differences in ICBC claim data and trends.

10
Based on the Basic Income Replacement and Indemnity limit being $100,000. $1,266 equals 90% of weekly

earnings for a British Columbian earning $100,000 per year, net of estimated tax ($23,401), CPP contributions
($2,594) and EI premium ($858)
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7.2 Modelling Results
Table IRI.1 – Estimates Summary

(A) (B) (C) (D) = (B) x (C)
Claimant Frequency Claimant Severity Loss Cost

Fiscal Loss Year 2022 0.23% $53,544 $121
Fiscal Loss Year 2023 0.23% $55,635 $126
Fiscal Loss Year 2024 0.23% $57,807 $131

Policy Year 2021-1 0.23% $54,677 $124

Policy Year 2021-2 0.23% $56,721 $128

(A) Policy Year 2021-1 and 2021-2 & 2022 estimates are a weighting of FLY 2022, 2023, and 2024 estimates
according to formulas outlined in Section 5

(B) Forecasted number of claimants relative to the number of exposures in the fiscal loss year period, from Table
IRI.5 Column (D)

(C) Forecasted average cost of claims per claimant in the fiscal loss year period, from Table IRI.13 Column (C)
(D) = (B) x (C), Product of frequency and severity, the forecasted cost of claims per exposure in the fiscal loss year

period

Frequency Forecast

Income Replacement and Indemnity benefits will be made available to students, caregivers, and
non-earners resulting in an expected increase in the number of future claims compared to
ICBC's historical Weekly Benefits11 coverage which only provided benefits to full time or part
time workers.

To estimate the Enhanced Accident Benefit frequencies we began with a comparison of ICBC’s
historical frequency to MPI’s. This required adjusting ICBC’s claim frequency to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison purposes. For
this coverage, MPI’s historical frequency was higher than ICBC’s and a relative adjustment
factor was selected to reflect the difference. This factor was applied to ICBC’s current
forecasted frequencies to reflect the anticipated increase in frequency of the Enhanced
Accident Benefits. These considerations are summarized as follows:

I. Claimant basis adjustment - ICBC historical claim frequency is adjusted to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison
purposes;

II. Relative frequency adjustment – adjustment to ICBC’s forecasted frequency to reflect
the relative difference between MPI’s and ICBC’s frequencies

11
 Weekly Benefits is the name of ICBC’s current Accident Benefit providing income replacement to full time and part

time workers.
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FREQUENCY ADJUSTMENT I – CLAIMANT BASIS ADJUSTMENT

As part of their regular analyses, ICBC’s Corporate Actuarial team estimates the ultimate
frequency of claims for past fiscal loss years. They also project the ultimate frequency of claims
for upcoming fiscal loss years using trends they select as part of their analyses. The Corporate
Actuarial team’s estimates are for the current Accident Benefits product. In the case of Weekly
Benefits, their current estimates do not reflect the additional categories of claimants who will
qualify for indemnity under EAB Income Replacement and Indemnity. To account for this, MPI’s
Weekly Indemnity historical frequency was compared to ICBC’s Weekly Benefits historical
frequency. MPI’s historical frequencies are on a per claimant basis meaning they are equal to
the number of claimants relative to the number of exposures. ICBC’s historical frequencies are
on a per claim basis meaning the number of claims relative to the number of exposures. We
reviewed ICBC’s historical ratios of claimants to claims and selected a ratio to adjust the ICBC
experience to be on a comparable basis to MPI. From a review of claims closed in fiscal years
2017 to 2020, ICBC has had on average 1.12 claimants per Weekly Benefits claim12. This
factor was used to adjust the ultimate claim frequencies estimated by Corporate Actuarial to
the per claimant basis consistent with MPI’s.

12
 Appendix A, Table 2
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Table IRI.2 – Comparison of ICBC and MPI Claimant Frequency

(A)
Fiscal Loss Year

(B)
ICBC Weekly Benefits

Ultimate Claim Frequency

(C) = (B) x 1.12
ICBC Weekly Benefits

Ultimate Claimant
Frequency

(D)
MPI Weekly
Indemnity

Ultimate Claimant
Frequency

2011 0.16% 0.18% 0.25%
2012 0.17% 0.19% 0.23%
2013 0.16% 0.18% 0.25%
2014 0.14% 0.16% 0.23%
2015 0.15% 0.17% 0.20%
2016 0.15% 0.17% 0.21%
2017 0.13% 0.15% 0.21%
2018 0.10% 0.12% 0.22%
2019 0.08% 0.09% 0.22%
2020 0.12% 0.13% 0.22%

2021 0.12% 0.13%
2022 0.12% 0.13%
2023 0.12% 0.13%
2024 0.12% 0.13%

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March
31, YYYY. MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of
March 1, YYYY-1 to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1
to March 31, the 2020 FLY for MPI is thus a 13-month period ending March 31, 2020. The one month
difference in MPI and ICBC’s fiscal loss years are accepted as having insignificant impact on the analysis.

(B) Ultimate Claim Frequency as selected by ICBC Corporate Actuarial. Frequencies beyond FLY 2020 are
projected using selected future trends. Refer to Appendix C.5.0 of ICBC's revenue requirement application
for ICBC’s forecast analysis.

(C) = (B) x 1.12, Ultimate Claimant Frequency
(D) MPI’s ultimate claimant frequency per their 2021 general rate application
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ICBC historical Weekly Benefits claimant frequency was then compared to MPI’s Weekly
Indemnity claimant frequency, illustrated in the graph below.

As seen in Chart IRI.2 MPI’s frequency is higher than ICBC’s. This is partly due to MPI allowing
more types of claimants (e.g. students, caregivers) to access these benefits. These additional
types of claimants will be eligible to claim in B.C. under EAB.

FREQUENCY ADJUSTMENT II – RELATIVE FREQUENCY ADJUSTMENT

In Table IRI.3 below, the ratio of MPI’s historical frequency to ICBC’s is calculated.
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Table IRI.3 – Ratio of MPI Frequency to ICBC

(A)
Fiscal Loss Year

(B)
ICBC Weekly Benefits

Ultimate Claimant
Frequency

(C)
MPI Weekly Indemnity

Ultimate Claimant
Frequency

(D) = (C) / (B)
Ratio of MPI Ultimate

Claimant Frequency to
ICBC

2011 0.18% 0.25% 1.35
2012 0.19% 0.23% 1.20
2013 0.18% 0.25% 1.39
2014 0.16% 0.23% 1.42
2015 0.17% 0.20% 1.18
2016 0.17% 0.21% 1.26
2017 0.15% 0.21% 1.43
2018 0.12% 0.22% 1.86
2019 0.09% 0.22% 2.29
2020 0.13% 0.22% 1.70

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March
31, YYYY. MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March
1, YYYY-1 to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March
31, the 2020 FLY for MPI is thus a 13-month period ending March 31, 2020. The one month difference in MPI
and ICBC’s fiscal loss years are accepted as having insignificant impact on the analysis.

(B) from Table IRI.2 Column (C)
(C) from MPI 2021 general rate application
(D) = (C) / (B), ratio of MPI frequency to ICBC frequency

Based on the differences shown in the above table, an adjustment factor was selected and
applied to ICBC’s forecasted Weekly Benefits frequency to account for the expected additional
claims from the expanded eligibility under EAB.

Table IRI.4 – Selected Relative Frequency Adjustment

Average over period of
Ratio of MPI Ultimate Claimant Frequency to

ICBC
2011-2020 1.507
2017-2020 1.818
2020 1.696

Selected: 2020 1.696

The adjustment factor was selected to be equal to the ratio from Fiscal Loss Year 2020 given
that ICBC Weekly Benefits had just been increased at the beginning of FLY 2020 under the
RAAP product reforms. As a result, the prior fiscal loss years were less relevant as ICBC’s
Corporate Actuarial forecasts for Fiscal Loss Years 2021 and beyond are based on the post-
RAAP benefit level.

Applying the selected adjustment factor to ICBC’s forecasted Weekly Benefits frequency, the
resulting frequency for the future fiscal loss years are shown in Table IRI.5.
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Table IRI.5 – Enhanced Accident Benefits Income Replacement and Indemnity Frequency Forecast

(A)
Fiscal Loss Year

(B)
Initial Forecast

(C)
Adjustment Factor

(D) = (B) x (C)
EAB Forecast

2022 0.13% 1.696 0.23%
2023 0.13% 1.696 0.23%
2024 0.13% 1.696 0.23%

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) ICBC Corporate Actuarial ultimate frequency forecast for Weekly Benefits adjusted to claimant basis; Table
IRI.2 Column (C)

(C) Selected adjustment factor based on historical ratio of MPI frequency to ICBC frequency; Table IRI.4
(D) = (B) x (C), ICBC EAB Income Replacement and Impairment frequency

Severity Forecast

For the severity forecasts under EAB, MPI’s historical severities were used as a starting point
given they reflect the EAB benefits. In their general rate application, MPI restate their historical
severities at current benefit levels. This means that year-over-year changes in their historical
severities for indexed benefits such as Weekly Indemnity do not reflect the impact of annual
inflationary adjustments to the benefit levels. Changes in their historical severities thus only
reflect the impacts from changes in the mix of claimants and other non-inflationary changes
year-over-year. When projecting costs to future periods, MPI applies a separate inflationary
trend to their selected severity trend to account for both the mix of claims and inflationary
impacts.

The severities were adjusted for enhancements MPI has introduced over time as ICBC was
directed to follow MPI’s current product. Adjustments were then applied to the MPI severities to
account for the B.C. specific exceptions to MPI’s product pertinent to Income Replacement and
Indemnity. Once the historical MPI severities were adjusted for these exceptions, they were
brought to the 2020 cost level using trends selected from the historical year over year changes
in MPI’s severities. An average severity at the 2020 cost level was then selected to be used as a
spring-off point to forecast ICBC’s EAB severities. The final step was to bring the selected 2020
cost level severities forward to the 2021 Policy Period. These considerations are summarized
as follows:

I. PIPP Enhancement – adjustment to MPI’s historical severities to reflect enhancements
they’ve introduced over the years for catastrophically injured claimants

II. Population and wage adjustments – adjustments to reflect differences in average
employment income, tax rates, and mix of claims between B.C. and Manitoba

III. Collateral benefits – adjustment to reflect that ICBC will be the second payer for wage
loss replacement benefits except when such deduction is prohibited from the other
insurance policies, compared to MPI being first payer in all cases.

IV. Trend – the selected severity is trended forward from the 2020 cost level to Policy
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Period 2021

SEVERITY ADJUSTMENT I – PIPP ENHANCEMENT

ICBC’s historical Weekly Benefit claims do not reflect the additional categories of claimants who
will be eligible for these benefits or the increased limits of the benefits under EAB. MPI’s
historical severity is therefore used as a surrogate to forecast ICBC’s Income Replacement and
Indemnity severity. MPI enhanced their benefits for catastrophically injured claimants in 2009
and made further enhancements in 2011 and 2015. The additional costs of these
enhancements are tracked separately in their general rate application as Personal Injury
Protection Plan (“PIPP”) enhancement costs. As per the Government Direction, ICBC’s actuarial
costings are to reflect MPI’s current product including these enhancements. MPI’s historical
loss costs with and without the PIPP enhancements are shown in Table IRI.6.

Table IRI.6 – MPI Weekly Indemnity PIPP Enhancements

(A)
Fiscal Loss Year

(B)
MPI Weekly Indemnity

Ultimate Loss Cost

(C)
MPI PIPP Enhancements

Weekly Indemnity
Ultimate Loss Cost

(D) = [(B) + (C)] / (B)
MPI PIPP

Enhancement Factor

2011 $123 $1 1.007
2012 $112 $1 1.009
2013 $111 $1 1.010
2014 $91 $1 1.014
2015 $89 $1 1.007
2016 $108 $0 1.004
2017 $109 $2 1.022
2018 $108 $3 1.023
2019 $107 $1 1.014
2020 $103 $2 1.017

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) From MPI 2021 general rate application
(C) From MPI 2021 general rate application
(D) = [(B) + (C)] / (B), impact of PIPP enhancements

Across Fiscal Loss Years 2011 to 2020, MPI’s PIPP enhancements increase the Weekly
Indemnity loss costs on average by a factor of 1.013. This adjustment factor was applied to
MPI’s Weekly Indemnity ultimate severities to bring them to the current benefit levels.
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Table IRI.7 – MPI Weekly Indemnity Severity

(A)
Fiscal Loss Year

(B)
MPI Weekly Indemnity

Ultimate Claimant Severity

(C) = (B) x 1.013
MPI Weekly Indemnity

Adjusted for PIPP
Enhancements

Ultimate Claimant Severity

2011 $49,753 $50,387
2012 $49,342 $49,971
2013 $44,918 $45,491
2014 $39,833 $40,340
2015 $45,284 $45,861
2016 $50,953 $51,602
2017 $52,267 $52,933
2018 $49,509 $50,140
2019 $49,549 $50,181
2020 $46,491 $47,084

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from MPI 2021 general rate application
(C) = (B) x 1.013

SEVERITY ADJUSTMENT II – POPULATION AND WAGE ADJUSTMENTS

With the expansion of eligible claimants under EAB including students, minors, non-earners,
etc., and known differences in average wage levels between Manitoba and British Columbia, we
next looked to adjust the MPI claimant severities to reflect British Columbia’s population and
wage levels. MPI provided Weekly Indemnity incurred claim counts and losses for Fiscal Loss
Years 2014 through 2019 by claimant category. MPI’s number of claimants by category were
scaled based on the relative difference in population between Manitoba and British Columbia
for the respective category. For example, per Statistics Canada13, as of 2018 British
Columbia’s population with full time employment was 1,990,000 compared to 535,000 full
time workers in Manitoba, thus MPI’s claimant counts were scaled by a factor of
1,990,000÷535,000 = 3.72. Similar adjustment factors were determined for the other
claimant categories including part-time and temporary workers, non-earners, students, and
minors. Likewise, the average net incomes14 by claimant category were compared to determine
wage adjustment factors. For example, the full time worker in British Columbia averaged
$53,871 in net income in 2018 per Statistics Canada, compared to an average of $46,220 for
Manitoba, producing a relative wage adjustment factor of $53,871÷$46,200 = 1.17. Similar
adjustment factors were determined for the other claimant categories where appropriate
including part-time and temporary workers, students, and minors. Using the adjusted number

13
Statistics Canada. Table 14-10-0017-02 Labour force characteristics by province, monthly, unadjusted for

seasonality
14

 Income replacement and indemnity benefits are based on income net of taxes
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of claimant counts and the adjusted severities by claimant category as described above, the
overall severity across all claimants adjusted to British Columbia was compared to the overall
severity from MPI to determine the adjustment factor.

Table IRI.8 – B.C. Population and Wage Difference Adjustment Factor Review

(A)
Fiscal Loss Year

(B)
MPI Weekly Indemnity

Case Incurred
Severity

(C)
MPI Weekly Indemnity
Adjusted to B.C. Case

Incurred Severity

(D) = (C) / (B)
Ratio

2014 $30,183 $34,650 1.148
2015 $34,310 $39,341 1.147
2016 $34,371 $39,278 1.143
2017 $39,838 $45,857 1.151
2018 $26,207 $29,999 1.145
2019 $14,155 $15,998 1.130

(A) MPI FLY YYYY represent the grouping of claims occurring during the period of March 1, YYYY-1 to February
28/29 YYYY

(B) MPI Weekly Indemnity case incurred severity
(C) MPI Weekly Indemnity case incurred severity after adjusting MPI claim counts to reflect population differences

and case incurred to reflect differences in wage levels in B.C.
(D) = (C) / (B)

Table IRI.9 – Selected B.C. Population and Wage Adjustment Factor

Average over period of
Ratio of Adjusted MPI Weekly Indemnity to MPI

Weekly Indemnity Incurred Severity

2014-2019 1.144
2016-2019 1.142
2014-2017 1.147

Selected: 2014-2017 1.147

The selected adjustment factor for population and wage differences between Manitoba and
British Columbia was 1.147 based on the observed ratios from FLYs 2014 through 2017. The
figures provided by MPI are case incurred, meaning they have not been developed to their
ultimate level, thus the 2018 and 2019 may not be as reflective given their relative immaturity.

SEVERITY ADJUSTMENT III – COLLATERAL BENEFITS

Another difference from MPI’s Personal Injury Protection Plan is that ICBC’s Enhanced Accident
Benefits will generally act as second payer meaning available recovery from other plans such as
private group disability plans are deducted from ICBC’s income replacement and indemnity
benefits. Per Statistics Canada and the Canadian Life and Health Insurance Association’s
(CLHIA) Canadian Life and Health Insurance Facts, as of 2017 it is approximated that 49% of
workers in British Columbia have a group disability plan. For those with a group disability plan,
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a jurisdictional scan completed by Deloitte15 stated that on average, 67% of gross weekly
earnings are covered through the group plans. Using these assumptions and information from
Statistics Canada, an additional adjustment factor was determined to consider the reduction to
ICBC’s income replacement and indemnity costs for collateral benefits. The process to
determine these adjustments is described in the following, with the full details and calculations
presented in Appendix B.

For claimants without a group disability plan, the estimated average EAB income replacement
and indemnity benefit payable was $548. The benefit payable for each income level was
compared to what the hypothetical claimant would receive under RAAP as the maximum of the
EAB or RAAP benefit will be payable to claimants going forward. Reflecting the cases where the
RAAP benefit would be greater than the EAB benefit, the estimated average benefit payable
was $552 as shown in column (H) of Table 2 in Appendix B.

For claimants with a group disability plan, the estimated EAB income replacement and
indemnity benefit paid by ICBC would be reduced to reflect the amount of recovery from the
plan. The average EAB benefit payable was $28. The EAB benefit was again compared to the
benefit under RAAP (also net of collateral benefits) with the maximum benefit between the two
calculations being selected as the amount payable to the claimant. Reflecting the cases where
the RAAP benefit would be greater than the EAB benefit, the estimated average benefit
payable was $54 as shown in column (K) of Table 2 in Appendix B.

Some private disability plans contain wording outlining that they would be second payer to
coverage available under no fault automobile insurance plans. It is unclear exactly what
proportion of plans contain such wording; we judgmentally assumed 50% of private plans do.
With these assumptions and details in mind, we next considered the proportion of claimants in
each of these categories to calculate the overall reduction from collateral benefits.

Table IRI.10 – Severities in Consideration of Collateral Benefits

Category (A)
Proportion of

Claimants

(B)
Weekly Severity Net of

Collateral Benefits

Claimants without group plan 51% $552
Claimants with group plan, ICBC is 1st payer 24% $552
Claimants with group plan, ICBC is second payer 24% $54

Total 100% $430

As shown in Table IRI.10, in the absence of collateral benefits the average weekly severity
would be $552. Accounting for the proportion of cases where ICBC’s benefits payable would be
reduced for collateral benefits, the overall severity would be $430, representing a 22%

15
 ICBC Deloitte Jurisdictional Scan – Research and Analysis
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reduction in severity. In terms of the reduction to apply to ICBC’s income replacement and
indemnity costs, collateral benefits would only affect the claims from full time and part time
employed claimants as the other claimants would not be expected to have private disability
plans. From Appendix B Table 4, MPI incurred claims adjusted to B.C. levels for full time and
part time workers represent 67% of the total income replacement and indemnity claim costs for
all workers. The resulting adjustment factor applied to reflect collateral benefits is thus a 22%
severity reduction applicable to 67% of the claim costs for an overall reduction of 15%.

In Table IRI.11 below, the adjustment factors for population and wage differences and the
adjustment factor for collateral benefits are applied.

Table IRI.11 – MPI Weekly Indemnity Adjusted for Collateral Benefits

(A)
Fiscal Loss Year

(B)
MPI Weekly Indemnity

Ultimate Claimant Severity

(C) = (B) x 1.147 x (1 – 0.15)
MPI Ultimate Claimant

Severity Adjusted to B.C.

2011 $50,387 $49,198
2012 $49,971 $48,791
2013 $45,491 $44,417
2014 $40,340 $39,388
2015 $45,861 $44,778
2016 $51,602 $50,384
2017 $52,933 $51,683
2018 $50,140 $48,956
2019 $50,181 $48,996
2020 $47,084 $45,972

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from Table IRI.7 Column (C) (including PIPP enhancements)
(C) = (B) x 1.147 x (1 – 0.15). 1.147 from Table IRI.9, 15% from commentary above Table IRI.11

SEVERITY ADJUSTMENT IV - TREND

Chart IRI.3 below shows the trend in MPI’s severity, excluding the impact of annual inflationary
impacts to the benefit levels as noted earlier. A ten year period from 2011 to 2020 was
reviewed and an exponential trend line was fit to the severities based on the 2011-2019 data
points, excluding the 2020 year to avoid potential impact of COVID-19 occurring towards the
end of the fiscal year. This suggests MPI’s severity has been increasing at a rate of 0.9% prior to
accounting for annual inflationary impacts to the benefit levels.
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Using the selected trend of 0.9%, the historical severities were brought forward to the Fiscal
Loss Year 2020 level as shown in Table IRI.12.

IRI.12 – MPI Weekly Indemnity Severities at FLY 2020 Cost Level

(A)
Fiscal Loss Year

(B)
MPI Ultimate Claimant
Severity Adjusted to

B.C.

(C)
Trend Factor

(D) = (B) * (C)
MPI Ultimate Claimant
Severity Adjusted to
B.C. Trended to FLY

2020

2011 $49,198 1.085 $53,372
2012 $48,791 1.075 $52,454
2013 $44,417 1.065 $47,321
2014 $39,388 1.056 $41,585
2015 $44,778 1.046 $46,850
2016 $50,384 1.037 $52,241
2017 $51,683 1.028 $53,105
2018 $48,956 1.018 $49,850
2019 $48,996 1.009 $49,441
2020 $45,972 1.000 $45,972

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from Table IRI.11 column (C)
(C) = (1+0.9%)^(2020 – FLY)
(D) = (B) * (C)

A spring-off point was then selected to represent the average severity level for Fiscal Loss Year
2020. This point is used as the starting point to forecast the severity therefrom. The spring-off
point was selected as the average of the adjusted severities from the latest six fiscal loss years,
excluding the lowest and highest years. This selection balances stability by including numerous
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years while limiting the impact of extreme values observed at the low and high end. The result
is a selected severity of $49,596 as shown below in Chart IRI.4.

MPI’s no fault accident benefits product has been in place since the 1990’s and as a result they
have achieved greater stability in their processes and claim levels than ICBC would be expected
to achieve in the immediate term after the introduction of EAB. ICBC’s Weekly Benefits severity
trend, as selected by their Corporate Actuarial team in Appendix C.5.0 of their Revenue
Requirements Application, is 3.9%.  This selected trend accounts for both changes in the mix of
claimants and other non-inflationary changes year-over-year. Further, annual inflationary
adjustments to the benefit levels have also been included in the selected loss trend. The future
trend of 3.9% was thus used to project the selected Fiscal Loss Year 2020 severity of $49,596
forward to the future fiscal loss years.
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The resulting severities for the future fiscal loss years are shown below in Table IRI.13.

Table IRI.13 – Enhanced Accident Benefits Income Replacement and Indemnity Severity Forecast

(A)
Fiscal Loss Year

(B)
Selected FLY 2020 Spring-Off

Point

(C)
Severity Forecast

2020 $49,596
2021 $51,532
2022 $53,544
2023 $55,635
2024 $57,807

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) Selected FLY 2020 Spring-Off Point
(C) FLY 2020 Spring-Off Point projected forward using ICBC Income Replacement and Indemnity trend of 3.9%,

see Appendix C.5.0 of ICBC Revenue Requirements Application for forecast analysis. (FLY 2021 severity not
used in calculation of Policy Period 2021 severity, shown for illustration purposes only)
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8. Enhanced Accident Benefits – Death Benefits and Permanent
Impairment Costing Model

Background
Under ICBC’s current Accident Benefits, burial and funeral expenses are reimbursed to a
maximum of $7,500 if an insured person is killed in a motor vehicle crash. A lump sum payment
is also payable to the deceased’s surviving spouse and/or dependants, with the amount of the
payment(s) varying based on the position of the deceased in the household and the number of
surviving dependents. The benefit levels are up to $30,000 for the surviving spouse and up to
$6,000 for each dependant, or up to $30,000 to the dependant(s) if there is no surviving
spouse. In this report, the payment of burial expenses, funeral expenses, and benefits to
survivors are collectively referred to as Death Benefits except as otherwise noted.

Under Enhanced Accident Benefits (EAB) the burial and funeral expense benefits as well as the
lump sum payments to the surviving spouse and dependant(s) will be increased.  The limits used
in the actuarial costings of these benefits are based on MPI’s 2021 general rate application as
per the Government Direction. The benefit limit for burial and funeral expenses is increased to
$8,951. The lump sum payment to the surviving spouse is set to be five times the deceased’s
gross annual income up to a maximum of $505,000 while payments to each surviving
dependant are between $31,193 and $57,465. In addition to these increases, MPI also
provides a benefit of up to $3,743 for grief counselling which will be introduced under EAB.

Another new benefit, Permanent Impairment, will provide support for injuries that result in an
impairment(s) lasting a lifetime. A permanent impairment means someone has permanently lost
certain physical or cognitive function or is permanently disfigured. The amount of these
payments would depend on the nature of the injury and the degree of permanent impairment it
causes based on the specific nature of the injury. Similar to Death Benefits, the limits used in
the actuarial costings for Permanent Impairment benefits are based on MPI’s 2021 general rate
application as per the Government Direction. For non-catastrophic injuries, the permanent
impairment benefit would range from $820 to $164,181, while for catastrophic injuries the
benefit could range up to $259,245. It is important to note that not all injuries will receive this
type of compensation.

It should also be noted that in their general rate application, MPI collectively refers to the death
benefit and permanent impairment coverages as Accident Benefits Other – Non-Indexed. This
name is used throughout this section when referring to MPI.

8.1 Modelling Approach
The benefits under EAB are generally aligned with those offered by MPI. Per the Government
Direction, we have modeled the loss costs following MPI’s product with specified exceptions for
product differences that require adjustment. These include reflecting B.C.’s average gross



Insurance Corporation of British Columbia
Enhanced Accident Benefits Costing Report

43

employment income and specific differences in ICBC claim data and trends.

8.2 Modelling Results
Table DB.1 – Estimates Summary

(A) (B) (C) (D) = (B) x (C)
Period Claimant Frequency Claimant Severity Loss Cost

Fiscal Loss Year 2022 0.19% $23,619 $46
Fiscal Loss Year 2023 0.19% $23,907 $46
Fiscal Loss Year 2024 0.19% $24,197 $47

Policy Year 2021-1 0.19% $23,775 $46

Policy Year 2021-2 0.19% $24,052 $47

(A) Policy Year 2021-1 and 2021-2 estimates are a weighting of FLY 2022, 2023, and 2024 estimates according to
the formulas outlined in Section 5

(B) Forecasted number of claimants relative to the number of exposures in the fiscal loss year period, from Table
DB.5 Column (D)

(C) Forecasted average cost of claims per claimant in the fiscal loss year period, from Table DB.10 Column (C)
(D) = (B) x (C), Product of frequency and severity, the forecasted cost of claims per exposure in the fiscal loss year

period

Frequency Forecast

For Death Benefits and Permanent Impairment, the Permanent Impairment benefits are new to
B.C. and thus ICBC's historical Death Benefits frequency would not reflect the additional
Permanent Impairment claimants expected in the future.

To estimate the Enhanced Accident Benefit frequencies, we began with a comparison of ICBC’s
historical frequency to MPI’s. This required adjusting ICBC’s claim frequency to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison purposes. MPI’s
historical frequency was higher than ICBC’s and a relative adjustment factor was selected to
reflect the difference. This factor was applied to ICBC’s current forecasted frequencies to
reflect the anticipated increase in frequency of the Enhanced Accident Benefits. These
considerations are summarized as follows:

I. Claimant basis adjustment - ICBC historical claim frequency is adjusted to a per claimant
frequency to be on the same basis as MPI’s historical frequency for comparison
purposes;

II. Relative frequency adjustment – adjustment to ICBC’s forecasted frequency to reflect
the relative difference between MPI’s and ICBC’s frequencies

FREQUENCY ADJUSTMENT I – CLAIMANT BASIS ADJUSTMENT

As part of their regular analyses, ICBC’s Corporate Actuarial team estimates the ultimate
frequency of claims for past fiscal loss years. They also project the ultimate frequency of claims
for upcoming fiscal loss years using trends they select as part of their analyses. The Corporate
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Actuarial team’s estimates are for the current Accident Benefits product. In the case of Death
Benefits, their current estimates do not reflect the occurrence of Permanent Impairment
claims, a new benefit under EAB. To account for this, MPI’s Accident Benefits Other – Non-
Indexed historical frequency was compared to ICBC’s historical Death Benefits frequency to
estimate the anticipated frequency of EAB Death Benefits and Permanent Impairment. MPI’s
historical frequencies are on a per claimant basis meaning they are equal to the number of
claimants relative to the number of exposures. ICBC’s historical frequency is on a per claim
basis (number of claims relative to number of exposures). We reviewed ICBC’s historical ratios
of claimants to claims to adjust the ICBC experience to be on a comparable basis to MPI. From a
review of claims closed in fiscal years 2017 to 2020, ICBC has had on average 1.60 claimants
per Death Benefit claim16. This factor was used to adjust the ultimate claim frequencies
estimated by Corporate Actuarial to the per claimant basis consistent with MPI’s.

Table DB.2 – Comparison of ICBC and MPI Claimant Frequency

(A)
Fiscal Loss Year

(B)
Death Benefits

Ultimate Claim Frequency

(C) = (B) x 1.60
Death Benefits

Ultimate Claimant
Frequency

(D)
MPI Accident

Benefits Other –
Non-Indexed

Ultimate Claimant
Frequency

2011 0.009% 0.014% 0.172%
2012 0.008% 0.012% 0.197%
2013 0.006% 0.010% 0.177%
2014 0.007% 0.011% 0.153%
2015 0.007% 0.012% 0.130%
2016 0.007% 0.011% 0.161%
2017 0.007% 0.012% 0.206%
2018 0.007% 0.011% 0.196%
2019 0.007% 0.011% 0.184%
2020 0.006% 0.010% 0.175%

2021 0.007% 0.011%
2022 0.007% 0.011%
2023 0.007% 0.011%
2024 0.007% 0.011%

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March
31, YYYY. MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of
March 1, YYYY-1 to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1
to March 31, the 2020 FLY for MPI is thus a 13-month period ending March 31, 2020. The one month
difference in MPI and ICBC’s fiscal loss years are accepted as having insignificant impact on the analysis.

(B) Ultimate Claim Frequency as selected by ICBC Corporate Actuarial. Frequencies beyond FLY 2020 are
projected using selected future trends. Refer to Appendix C.5.0 of ICBC's revenue requirement application
for ICBC’s forecast analysis..

(C) = (B) x 1.60, Ultimate Claimant Frequency
(D) MPI’s ultimate claimant frequency per their 2021 general rate application

16
 Appendix A, Table 3
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ICBC historical Death Benefits claimant frequency was then compared to MPI’s Accident
Benefits Other – Non-Indexed claimant frequency, illustrated in the graph below.

As seen in Chart DB.2 MPI’s frequency is higher than ICBC’s. We believe this is at least in part
due to MPI’s AB Other – Non-Indexed frequency reflecting Permanent Impairment claimants.
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FREQUENCY ADJUSTMENT II – RELATIVE FREQUENCY ADJUSTMENT

In Table DB.3 below, the ratio of MPI’s historical frequency to ICBC’s is calculated.

Table DB.3 – Ratio of MPI Frequency to ICBC

(A)
Fiscal Loss Year

(B)
ICBC Death Benefits

Ultimate Claimant
Frequency

(C)
MPI AB Other – Non-

Indexed
Ultimate Claimant

Frequency

(D) = (C) / (B)
Ratio of MPI Ultimate

Claimant Frequency to
ICBC

2011 0.014% 0.172% 12.22
2012 0.012% 0.197% 16.07
2013 0.010% 0.177% 17.14
2014 0.011% 0.153% 14.04
2015 0.012% 0.130% 11.24
2016 0.011% 0.161% 14.03
2017 0.012% 0.206% 17.27
2018 0.011% 0.196% 18.64
2019 0.011% 0.184% 16.70
2020 0.010% 0.175% 17.30

(E) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March
31, YYYY. MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March
1, YYYY-1 to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March
31, the 2020 FLY for MPI is thus a 13-month period ending March 31, 2020. The one month difference in MPI
and ICBC’s fiscal loss years are accepted as having insignificant impact on the analysis.

(F) from Table DB.2 Column (C)
(G) from MPI 2021 general rate application
(H) = (C) / (B), ratio of MPI frequency to ICBC frequency

Based on the differences shown in the above table, an adjustment factor was selected and
applied to ICBC’s forecasted Death Benefits frequency to account for the expected additional
claims for Permanent Impairment under EAB.

Table DB.4

Average over period of
Ratio of MPI Ultimate Claimant Frequency to

ICBC

2011-2020 15.47
2017-2020 17.48
2017-2020 excluding high/low 17.29

Selected: 2017-2020 17.48

In light of the apparent shift in MPI’s frequency from 2016 to 2017 and onwards, the
adjustment factor was selected to be equal to the ratio from Fiscal Loss Years 2017-2020.
Applying the selected adjustment factor to ICBC’s forecasted Death Benefits frequency, the
resulting Death Benefits and Permanent Impairment frequency for the future fiscal loss years
are shown in Table DB.5.
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Table DB.5 – Enhanced Accident Benefits Death Benefits and Permanent Impairment Frequency
Forecast

(A)
Fiscal Loss Year

(B)
Initial Forecast

(C)
Adjustment Factor

(D) = (B) x (C)
EAB Forecast

2022 0.01% 17.48 0.19%
2023 0.01% 17.48 0.19%
2024 0.01% 17.48 0.19%

(E) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(F) ICBC Corporate Actuarial ultimate frequency forecast adjusted to claimant basis; Table DB.2 Column (C)
(G) Selected adjustment factor based on historical ratio of MPI frequency to ICBC frequency; Table DB.4
(H) = (B) x (C), ICBC Death Benefits and Permanent Impairment frequency forecast under EAB

Severity Forecast

For the severity forecasts under EAB, MPI’s historical severities were used as a starting point
given they reflect the EAB benefits. The severities were adjusted for enhancements MPI has
introduced over time as ICBC was directed to follow MPI’s current product. Adjustments were
then applied to the MPI severities to account for the B.C. specific exceptions to MPI’s product
pertinent to Death Benefits and Permanent Impairment. Once the historical MPI severities were
adjusted for these exceptions, they were brought to the 2020 cost level using trends selected
from the historical year over year changes in MPI’s severities. An average severity at the 2020
cost level was then selected to be used as a spring-off point to forecast ICBC’s EAB severities.
The final step was to bring the selected 2020 cost level severities forward to the 2021 Policy
Period. These considerations are summarized as follows:

I. PIPP Enhancement – adjustment to MPI’s historical severities to reflect enhancements
they’ve introduced over the years for catastrophically injured claimants

II. Wage adjustments – adjustments to reflect differences in average employment income,
between B.C. and Manitoba

III. Trend – the selected severity is trended forward from the 2020 cost level to Policy
Period 2021

SEVERITY ADJUSTMENT I – PIPP ENHANCEMENT

ICBC’s historical Death Benefits claims do not include experience for the enhancement
introduced under EAB, namely the increase in benefit levels for the lump sum payments to the
surviving spouse and/or dependants as well as the introduction of the Grief Counselling and
Permanent Impairment benefits. MPI’s historical severity is therefore used as a surrogate to
forecast ICBC’s Death Benefits severity. MPI enhanced their benefits for catastrophically
injured claimants in 2009 and made further enhancements in 2011 and 2015. The additional
costs of these enhancements are tracked separately in their general rate application as
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Personal Injury Protection Plan (“PIPP”) enhancement costs. As per the Government Direction,
ICBC’s actuarial costings are to reflect MPI’s current product including these enhancements.
MPI’s historical loss costs with and without the PIPP enhancements are shown in Table DB.6.

Table DB.6 – MPI Accident Benefits Other – Non-Indexed PIPP Enhancements

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits
Other - Non-Indexed
Ultimate Loss Cost

(C)
MPI PIPP Enhancements
Accident Benefits Other -

Non-Indexed
Ultimate Loss Cost

(D) = [(B) + (C)] / (B)
MPI PIPP

Enhancement Factor

2011 $37 $2 1.068
2012 $40 $3 1.076
2013 $38 $3 1.070
2014 $34 $2 1.050
2015 $33 $3 1.091
2016 $36 $4 1.114
2017 $43 $4 1.098
2018 $39 $5 1.129
2019 $37 $4 1.098
2020 $34 $4 1.123

(E) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(F) From MPI 2021 general rate application
(G) From MPI 2021 general rate application
(H) = [(B) + (C)] / (B), impact of PIPP enhancements

Across Fiscal Loss Years 2011 to 2020, the PIPP enhancements increase the Accident Benefits
Other – Non-Indexed loss costs on average by a factor of 1.091. This adjustment factor was
applied to MPI’s Accident Benefits Other – Non-Indexed ultimate severities to bring them to the
current benefit levels.
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Table DB.7 – MPI Accident Benefits Other – Non-Indexed Severity

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits Other –

Non-Indexed
Ultimate Claimant Severity

(C) = (B) x 1.091
MPI Accident Benefits Other –

Non-Indexed Adjusted for
PIPP Enhancements

Ultimate Claimant Severity

2011 $21,402 $23,360
2012 $20,334 $22,195
2013 $21,148 $23,083
2014 $22,212 $24,244
2015 $25,532 $27,868
2016 $22,164 $24,192
2017 $20,902 $22,814
2018 $19,963 $21,789
2019 $19,975 $21,802
2020 $19,399 $21,174

(D) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(E) from MPI 2021 general rate application
(F) = (B) x 1.091

SEVERITY ADJUSTMENT II – WAGE ADJUSTMENT

The lump sum payment to the surviving spouse/dependants is based on the deceased’s gross
income thus an adjustment is then applied to account for differences in average income
between the provinces. Per Statistics Canada17, British Columbia’s 2018 average gross income
($45,500) was higher than Manitoba’s ($44,700) by a factor of 1.018. This factor is used to
adjust the MPI severities to the B.C. average income level in Table DB.8.

17
Statistics Canada. Table 11-10-0240-01 Distribution of employment income of individuals by sex and work activity,

Canada, provinces and selected census metropolitan areas
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Table DB.8 – MPI Severity Adjusted to B.C. Average Income Level

(A)
Fiscal Loss Year

(B)
MPI Accident Benefits Other –

Non-Indexed
Ultimate Claimant Severity

(C) = (B) x 1.018
MPI Ultimate Claimant

Severity Adjusted to B.C.
Average Income Level

2011 $23,360 $23,778
2012 $22,195 $22,592
2013 $23,083 $23,496
2014 $24,244 $24,678
2015 $27,868 $28,367
2016 $24,192 $24,625
2017 $22,814 $23,222
2018 $21,789 $22,179
2019 $21,802 $22,193
2020 $21,174 $21,552

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from Table DB.7 Column (C) (including PIPP enhancements)
(C) = (B) x 1.018

SEVERITY ADJUSTMENT III - TREND

Chart DB.3 below shows MPI’s historical severity. A ten year period from 2011 to 2020 was
reviewed, excluding the 2020 year to avoid potential impact of COVID-19 occurring towards
the end of the fiscal year. A relatively flat trend can be observed as shown by the fit of the
yellow line on Chart DB.3 based on the average severities from 2011 to 2019 excluding the
high point in 2015. A trend of 0% was thus selected.
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Using the selected trend of 0%, the historical severities were brought forward to the Fiscal Loss
Year 2020 level as shown in Table DB.9.

DB.9 – MPI Accident Benefits Other – Non-Indexed Severities at FLY 2020 Cost Level

(A)
Fiscal Loss Year

(B)
MPI Ultimate Claimant
Severity Adjusted to

B.C.

(C)
Trend Factor

(D) = (B) * (C)
MPI Ultimate Claimant
Severity Adjusted to
B.C. Trended to FLY

2020

2011 $23,778 1.000 $23,778
2012 $22,592 1.000 $22,592
2013 $23,496 1.000 $23,496
2014 $24,678 1.000 $24,678
2015 $28,367 1.000 $28,367
2016 $24,625 1.000 $24,625
2017 $23,222 1.000 $23,222
2018 $22,179 1.000 $22,179
2019 $22,193 1.000 $22,193
2020 $21,552 1.000 $21,552

(A) MPI FLY YYYY prior to 2020 represent the grouping of claims occurring during the period of March 1, YYYY-1
to February 28/29 YYYY. MPI changed their fiscal year end as of 2020 to run from April 1 to March 31, the
2020 FLY for MPI is thus a 13-month period

(B) from Table DB.8 column (C)
(C) (1+0%)^(2020 – FLY)
(D) = (B) * (C)

The spring-off point was selected as the average of the adjusted severities from the latest six
fiscal loss years, excluding the lowest and highest years. This selection balances stability by
including numerous years while limiting the impact of extreme values observed at the low and
high end. The result is a selected severity of $23,055 as shown below in Chart DB.4.
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To project the selected Fiscal Loss Year 2020 severity of $23,055 forward to the future fiscal
loss years, MPI’s future trend of 1.2% from their general rate application was relied upon given
Permanent Impairment claims make up a significant portion of these claims and ICBC’s Death
Benefits severity trend would not capture these. The future trend of 1.2% is calculated by MPI
based on a review of average severity growth from three groups of claims (claims with case
incurred between $0 and $100,000, between $100,000 and $250,000, and over $250,000)
over a 16 year period.
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The resulting severities for the future fiscal loss years are shown below in Table DB.10.

Table DB.10 – Enhanced Accident Benefits Death Benefits and Permanent Impairment Severity
Forecast

(A)
Fiscal Loss Year

(B)
Selected FLY 2020 Spring-Off

Point

(C)
Severity Forecast

2020 $23,055
2021 $23,335
2022 $23,619
2023 $23,907
2024 $24,197

(A) FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31,
YYYY

(B) Selected FLY 2020 Spring-Off Point
(C) FLY 2020 Spring-Off Point projected forward using MPI Accident Benefits Other – Non-Indexed trend of 1.2%,

from their 2021 general rate application. (FLY 2021 severity not used in calculation of Policy Year 2021/2022
severity, shown for illustration purposes only)
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9. Closed File Review Results

Cameron & Associates Insurance Consultants (“Cameron & Associates”) were engaged by EY to
conduct a closed file review in parallel with the actuarial costings. The purpose of the review
was for Cameron & Associates team of seasoned reviewers to estimate the impact the proposed
Enhanced Accident Benefits product would have on losses and claim costs when implemented
on May 1, 2021. The results of their review act as another point of reference in informing
hypotheses and assumptions within the Enhanced Accident Benefits actuarial costings.

Cameron & Associates reviewed a sample of over 960 claim files closed in 2019 and having
dates of loss on or after January 1, 201418. The closed claims were sampled from 9 separate
claim categories reflecting whether the dates of loss were prior to or post ICBC’s 2019 RAAP
reforms, whether the claimant had legal representation, whether the injury suffered was
flagged as minor or non-minor, whether the claim was litigated, whether the claim was
classified as a large loss (defined by ICBC as over $200,000), and finally whether the claimant
had multiple motor vehicle accident claims. The number of claims reviewed from each segment
considered the volatility of claim costs within the segment, as well as the degree of
difficulty/time required to review a file from the segment compared to the redundancies of
continuing to review files for the segment once a pattern had clearly been identified. The final
sample thus covered a greater proportion of large claims and claimants with multiple motor
vehicle accidents as these categories present the greatest volatility from claim to claim.

The results of their individual file reviews were compiled and then normalised to reflect ICBC’s
entire claim population. Estimates of EAB loss costs were then derived using the implied
normalised EAB impacts from their review results and applying them to ICBC’s historical loss
costs. Please refer to Appendix C for the details of this exercise.

As seen in the following table, the actuarial costing model estimates and the estimates from the
closed file review were reasonably comparable:

18
 Date ICBC transitioned to Guidewire Claims Center
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Closed File Review Based Loss Cost
Estimate

EAB Coverage

Actuarial Costing
Estimate FLY

2022 Loss Cost
Low

Estimate
Point

Estimate
High

Estimate
Medical and Rehabilitation $211 $202 $227 $261
Income Replacement and
Indemnity $121 $94 $106 $125

Death Benefits and
Permanent Impairment $46 $38 $42 $47

Total $379 $334 $376 $433

The following comments from Cameron & Associates warrant consideration when reviewing
these results:

 estimates of future outcomes are largely based on information collected by ICBC that was
primarily relevant to the existing tort/AB system, not all questions pertinent to EAB
coverage were addressed in the existing claim files requiring some assumptions and
interpretations to be made;

 some existing state claimants may not have reported their own injuries if they were at
fault believing they would not receive anything and could not pursue an action. Cameron
& Associates noted they would expect to see an increase in at fault drivers reporting some
injury to themselves as customer behaviour changes under EAB where the customer is
automatically entitled to medical and rehabilitation benefits as well as income indemnity
benefits regardless of fault. Given Cameron & Associates could only review what had been
reported to ICBC in the past, it is possible these additional claimants would affect the
claim frequencies and severities underlying the closed file review loss cost estimates;

 specifically with regards to Medical and Rehabilitation, under existing state, some
claimants may continue treatments for longer than necessary in order to highlight the
apparent seriousness of their injuries thereby maximizing compensation for non-
pecuniary damages in tort actions;

 Regarding Income Replacement and Indemnity, Cameron & Associates noted that for
many files selected for review, information regarding benefits claimants would recover
from other sources such as private group disability plans was often incomplete or
unavailable thus they were unable to deduct these collateral benefits from their EAB
Income Indemnity and Replacement estimates in all cases. For comparison purposes, if
the impact of collateral benefits were removed entirely from the actuarial costing
estimate for FLY 2022, the estimated loss cost for this coverage would be $143 rather
than $121 as shown in the table above, and the total EAB loss cost would increase to
$400 from $379 which would still be in the range of estimates from the closed file
review. We believe the estimated impact of collateral benefits in the actuarial costing is
appropriate.

The alignment of estimates by coverage and on a total basis provides additional support for the
actuarial costing estimates.
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10. Glossary

Accepted Actuarial Practice:  These are the Standards of Practice that apply to actuarial work
in Canada. Responsibility for these Standards of Practice vests in the Actuarial Standards Board
(Canada) and approval of standards and changes to standards are made through a process that
includes consultation with the actuarial profession and other interested parties. They are
intended for the benefit of the public. The work in Canada of a member of a professional
actuarial organization is expected to conform to these Standards of Practice.

Basic insurance: Basic Autoplan insurance (“Basic insurance”) is the mandatory coverage
British Columbians need for a vehicle in B.C. Basic insurance currently includes five main types
of coverage: Third Party Liability coverage, Accident Benefits, Underinsured Motorist
Protection, Hit-and-Run and Uninsured Motorist Coverage, and Inverse Liability coverage.

Claim Exposures: Claim exposures represent the part of a claim raised against one specific
coverage component by a claimant. A claim exposure is created for each claimant making a
demand against a coverage group. A claim may contain multiple claim exposures and multiple
claim exposures related to a single coverage group.

Fiscal Loss Year (FLY): ICBC’s Fiscal Loss Years are periods of time from April 1 to March 31
of the following year. FLY YYYY ends March 31 YYYY, for instance FLY 2020 is the period
from April 1 2019 to March 31 2020.

Frequency:  The number of claims divided by the number of insured vehicles (exposures).

ICBC Corporate Actuarial:  ICBC actuarial department primarily responsible for performing
reserving and trending analyses.

Loss:  The use of the term loss without modification includes losses and loss adjustment
expenses (LAE) which provide for both external (allocated) and internal (unallocated)
adjustment expenses.

Loss Cost:  Claim costs per insured vehicle (exposure). Equal to the product of frequency and
severity.

Materiality:  Point at which the impact of any change or the difference between two estimates
should be considered significant to readers of the report.

Policy Year: Year over which policies are issued. Since claims can occur from the first day of
the first policy issued to the expiry date of the last policy issued, policy years typically span two
consecutive fiscal loss years.
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Settlement Patterns:  The length of time that it normally takes for reported claims to be
settled.

Severity: Average cost of a claim, calculated as incurred claim amounts divided by the number
of incurred claims.
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ICBC Historical Claimants to Claims Adjustment

ICBC Average Number of Claimants per Claim

Table 1. Medical and Rehabilitation

(A) (B) (C) (D) = (C) / (B)

Fiscal Loss Year
Number of Claims with a Medical and

Rehabilitation Payment Exposure
Number of Claimants with a Medical

and Rehabilitation Payment Exposure Average Number of Claimants per Claim
2012 56,122 69,591 1.24
2013 55,554 69,998 1.26
2014 61,518 78,743 1.28
2015 56,696 72,571 1.28
2016 55,593 70,047 1.26
2017 61,909 77,386 1.25
2018 69,870 87,338 1.25
2019 68,471 85,589 1.25
2020 62,432 76,791 1.23

Average: 2012-2020 1.26
Average: 2017-2020 1.25

Selected: 2017-2020 1.25

Table 2. Weekly Benefits

(A) (B) (C) (D) = (C) / (B)

Fiscal Loss Year
Number of Claims with a Weekly

Benefits Payment Exposure
Number of Claimants with a Weekly

Benefits Payment Exposure Average Number of Claimants per Claim
2012 5,849 6,317 1.08
2013 5,694 6,206 1.09
2014 6,099 6,648 1.09
2015 6,032 6,575 1.09
2016 6,402 6,978 1.09
2017 6,233 6,919 1.11
2018 6,051 6,717 1.11
2019 4,907 5,545 1.13
2020 3,598 4,102 1.14

Average: 2012-2020 1.10
Average: 2017-2020 1.12

Selected: 2017-2020 1.12

Table 3. Death Benefits

(A) (B) (C) (D) = (C) / (B)

Fiscal Loss Year
Number of Claims with a Death Benefits

Payment Exposure
Number of Claimants with a Death

Benefits Payment Exposure Average Number of Claimants per Claim
2012 261 292 1.12
2013 231 256 1.11
2014 247 284 1.15
2015 213 283 1.33
2016 242 329 1.36
2017 297 451 1.52
2018 279 432 1.55
2019 267 425 1.59
2020 243 420 1.73

Average: 2012-2020 1.38
Average: 2017-2020 1.60

Selected: 2017-2020 1.60

Confidential | All Rights Reserved | EY Page 1 of 1
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Income Replacement and Indemnity

Adjustment for Collateral Benefits
Income Replacement and Indemnity

Adjustment for Collateral Benefits

Table 1. British Columbia Average Earning Levels

(A) (B) (C) (D) (E) (F) (G) (H) (I)

Gross Annual Income Level

Percent of BC Workers

at Income Level

Gross Income

Level Mid-

Point CPP Contribution EI Premium Income Tax

Annual Net

Income

Average Gross

Weekly Earnings

Average Net

Weekly

Earnings

under $5,000 (including losses) 15% $2,500 $0 $42 $0 $2,459 $48 $47

$5,000 to $9,999 7% $7,500 $198 $125 $0 $7,178 $144 $138

$10,000 to $19,999 13% $15,000 $569 $249 $393 $13,789 $288 $265

$20,000 to $29,999 12% $25,000 $1,064 $415 $2,186 $21,335 $481 $410

$30,000 to $39,999 10% $35,000 $1,559 $581 $4,410 $28,450 $673 $547

$40,000 to $49,999 9% $45,000 $2,054 $747 $6,403 $35,796 $865 $688

$50,000 to $59,999 8% $55,000 $2,549 $858 $8,882 $42,711 $1,058 $821

$60,000 to $79,999 10% $70,000 $2,594 $858 $13,100 $53,448 $1,346 $1,028

$80,000 to $99,999 7% $90,000 $2,594 $858 $18,965 $67,583 $1,731 $1,300

$100,000 and over 9% $153,522 $2,594 $858 $44,086 $105,983 $2,952 $2,038

Average Weekly Amount $875 $668

(B) Percent of BC total employment population (Full Time, Part Time and Retired) at respective income levels in 2018

per Statistics Canada. Table 11-10-0240-01 Distribution of employment income of individuals by sex and work activity, Canada, provinces and selected census metropolitan areas

(C) Mid-point of income level range. For $100,000 and over income level, mid-point derived based on 2018 BC average employment income being $45,500 per Statistics Canada

(D) Annual CPP contributions based on income level (2018 CPP contribution rates, maximums, and exemptions)

(E) Annal Employment Insurance premium based on income level (2018 EI premium rates and maximums)

(F) Income tax based on income level. Calculated using 2018 EY Income Tax Calculator (https://www.eytaxcalculators.com/en/2018-personal-tax-calculator.html)

(G) = (C) - (D) - (E) - (F), annual net income

(H) = (C) / 52. Average weekly amount in bottom row calculated using distribution in column (B)

(I) = (G) / 52. Average weekly amount in bottom row calculated using distribution in column (B)

Confidential | All Rights Reserved | EY Page 1 of 3
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Income Replacement and Indemnity

Adjustment for Collateral Benefits
Income Replacement and Indemnity

Table 2. Enhanced Accident Benefits Income Replacement and Indemnity for Claimants with and without Private Group Plans

Assumptions

Average percentage of gross weekly earnings disability benefits from group plans cover 67% Per ICBC Deloitte Jurisdictional Scan - Research and Analysis.pdf

Percentage of claimants with a group plan 49% Per Statistics Canada and Canadian Life and Health Insurance Association (CLHIA) Facts

Percentage of group plans where ICBC is assumed to be first payer 50% Judgmental assumption, plans may specifically state they are second payer to automobile insurance coverage

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K)

Gross Annual Income Level

Percent of BC Workers

at Income Level

Average Gross

Weekly

Earnings

Average Net

Weekly Earnings

Weekly Disability

Benefits from

Group Plans

EAB Income

Replacement

and Indemnity

Benefit

Current Part 7

Weekly Benefits

Maximum of EAB

or Current Part 7

Weekly Benefits

EAB Income

Replacement

and Indemnity

Benefit

Current Part 7

Weekly Benefits

Maximum of EAB

or Current Part 7

Weekly Benefits

under $5,000 (including losses) 15% $48 $47 $32 $43 $36 $43 $10 $4 $10

$5,000 to $9,999 7% $144 $138 $97 $124 $108 $124 $28 $12 $28

$10,000 to $19,999 13% $288 $265 $193 $239 $216 $239 $45 $23 $45

$20,000 to $29,999 12% $481 $410 $322 $369 $361 $369 $47 $38 $47

$30,000 to $39,999 10% $673 $547 $451 $492 $505 $505 $41 $54 $54

$40,000 to $49,999 9% $865 $688 $580 $620 $649 $649 $40 $69 $69

$50,000 to $59,999 8% $1,058 $821 $709 $739 $740 $740 $31 $85 $85

$60,000 to $79,999 10% $1,346 $1,028 $902 $925 $740 $925 $23 $108 $108

$80,000 to $99,999 7% $1,731 $1,300 $1,160 $1,170 $740 $1,170 $10 $138 $138

$100,000 and over 9% $2,952 $2,038 $1,978 $1,266 $740 $1,266 $0 $0 $0

Average Weekly Amount $875 $668 $548 $447 $552 $28 $48 $54

(B) - (D) from Table 1

(E) = (C) x 67%, average percentage of weekly disability benefits from group plans

(F) = (D) x 90%. 90% of net weekly earnings, up to maximum of $1,266. $1,266 equals 90% of weekly earnings for a British Columbian earning $100,000 per year net of estimated tax ($23,401), CPP contribution ($2,594), and EI premium ($858).

(G) = (C) x 75%. Part 7 benefit currently pays 75% of gross weekly earnings, up to maximum of $740

(H) = max[(F), (G)]. Claimants will receive maximum of EAB benefit based on net weekly income or current Part 7 benefit based on gross weekly income.

(I) = max[(D) x 90% - (E), 0]. 90% of net weekly earnings up to maximum of $1,266 less benefits from group plans, where positive.

(J) = max[(C) x 75% - (E), 0]. 75% of gross weekly earnings up to maximum $740 less benefits from group plans, where positive.

(K) = max[(I), (J)]. Claimants will receive maximum of EAB benefit based on net weekly income or current Part 7 benefit based on gross weekly income.

Without a Group Plan With a Group Plan
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Insurance Corporation of British Columbia Appendix B

Income Replacement and Indemnity

Adjustment for Collateral Benefits
Income Replacement and Indemnity

Table 3. Average Income Replacement and Indemnity Considering Impact of Collateral Benefits

(A) (B)

Proportion of Claimants Severity Net of Collateral Benefits

Claimants without group plan 51% $552

Claimants with group plan, ICBC is 1st payer 24% $552

Claimants with group plan, ICBC is second payer 24% $54

Total 100% $430

Average severity in absence of collateral benefits $552

Average severity in consideration of collateral benefits $430

Severity reduction factor from collateral benefits 22%

(A) Per CLHIA Canadian Life and Health Insurance Association Facts, 51% of workers in British Columbia are without a group disability plan. Group or other private plans may state they are second payer when

coverage is available under no fault automobile insurance plans. Judgmentally assumed to be the case 50% of the time.

(B) Claimants without a group plan: from Table 2 column (H).

(B) Claimants with a group plan where ICBC is 1st payer: from Table 2 column (H).

(B) Claimants with a group plan where ICBC is 2nd payer: from Table 2 column (K).

Table 4. Collateral Benefits Impact

(A) Severity reduction factor from collateral benefits 22% Result from Table 3

(B) Percentage of claim costs where collateral benefits applicable (full time and part time claims only) 67%

(C) Resulting severity reduction factor 15% = (A) x (B)

From review of MPI Weekly Indemnity claim counts and severities from FLYs 2014-2019,

adjusted to reflect B.C.'s population and wage levels.
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Insurance Corporation of British Columbia Appendix C

Implied Estimates from Closed File Review

Summary Table for Section 9 of Report

(A) (B) (C) (D)

Low Estimate Point Estimate  High Estimate

$211 $202 $227 $261

$121 $94 $106 $125

$46 $38 $42 $47

$379 $334 $376 $433

(A) = Fiscal Loss Year 2022 Enhanced Accident Benefits loss cost estimates from report Tables MR.10, IRI.13, and DB.10 respectively

(B) - (D) Medical and Rehabilitation = Row (L) of Table 8

(B) - (D) Income Replacement and Indemnity = Row (L) of Table 12

(B) - (D) Death Benefits and Permanent Impairment = Row (L) of Table 16

Derivation of Estimates:

Table 1. Closed File Review Results by Segment

Segment

Claimant Count

from Files

Reviewed

Medical and

Rehabilitation

Income

Replacement &

Indemnity Death Benefits

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

1 RAAP 25 $33,504 $6,679 $0 $35,145 $9,727 $19,359 $39,050 $10,807 $21,510 $42,955 $11,888 $23,661

2 Pre-RAAP Unrep MI 145 $163,230 $8,288 $0 $210,944 $10,664 $440,100 $234,383 $11,849 $489,000 $257,821 $13,033 $537,900

3 Pre-RAAP Unrep NMI 35 $177,019 $31,873 $0 $199,885 $126,336 $43,929 $222,095 $140,373 $48,810 $244,304 $154,410 $53,691

4 Pre-RAAP Rep MI 97 $146,182 $0 $0 $310,632 $71,734 $14,400 $345,146 $79,704 $16,000 $379,661 $87,675 $17,600

5 Pre-RAAP Rep NMI 12 $15,896 $0 $0 $59,063 $6,126 $31,680 $65,625 $6,807 $35,200 $72,188 $7,488 $38,720

6 Pre-RAAP Rep & Lit MI 130 $361,080 $17,320 $0 $697,714 $31,704 $81,540 $775,238 $35,227 $90,600 $852,761 $38,749 $99,660

7 Pre-RAAP Rep & Lit NMI 27 $137,012 $28,730 $0 $129,156 $250,422 $400,995 $143,507 $278,247 $445,550 $157,857 $306,072 $490,105

8 Pre-RAAP MVA 145 $1,530,680 $222,699 $0 $3,361,784 $1,578,095 $682,920 $3,735,315 $1,753,439 $758,800 $4,411,763 $1,977,287 $834,680

9 Pre-RAAP Large 147 $2,710,989 $1,057,653 $149,613 $11,448,532 $6,823,458 $2,845,332 $13,622,857 $7,975,653 $3,389,389 $15,945,833 $10,264,501 $3,933,446

Grand Total 763 $5,275,591 $1,373,242 $149,613 $16,452,854 $8,908,265 $4,560,255 $19,183,214 $10,292,105 $5,294,859 $22,365,142 $12,861,103 $6,029,463

(A) = benefits paid by ICBC under existing state on claim files reviewed

(B) = Cameron & Associates low estimate of aggregate benefits under EAB for files reviewed. For segments 1 through 8, low estimate is 10% below point estimate. For segment 9, low estimate on files reviewed ranges

from 10% to 20% below the point estimate as described in closed file review report.

(C) = Cameron & Associates point estimate of aggregate benefits under EAB for files reviewed

(D) = Cameron & Associates high estimate of aggregate benefits under EAB for files reviewed. For segments 1 through 7, high estimate is 10% above point estimate. For segments 8 and 9, high estimate determined

based on Cameron Committee review for committeed files, or 10% to 20% above point estimates as described in closed file review report.

Table 2. Severities by Coverage and Segment from Closed File Review Results

Segment

Claimant Count

from Files

Reviewed

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

1 RAAP 25 $1,406 $389 $774 $1,562 $432 $860 $1,718 $476 $946

2 Pre-RAAP Unrep MI 145 $1,455 $74 $3,035 $1,616 $82 $3,372 $1,778 $90 $3,710

3 Pre-RAAP Unrep NMI 35 $5,711 $3,610 $1,255 $6,346 $4,011 $1,395 $6,980 $4,412 $1,534

4 Pre-RAAP Rep MI 97 $3,202 $740 $148 $3,558 $822 $165 $3,914 $904 $181

5 Pre-RAAP Rep NMI 12 $4,922 $511 $2,640 $5,469 $567 $2,933 $6,016 $624 $3,227

6 Pre-RAAP Rep & Lit MI 130 $5,367 $244 $627 $5,963 $271 $697 $6,560 $298 $767

7 Pre-RAAP Rep & Lit NMI 27 $4,784 $9,275 $14,852 $5,315 $10,305 $16,502 $5,847 $11,336 $18,152

8 Pre-RAAP MVA 145 $23,185 $10,883 $4,710 $25,761 $12,093 $5,233 $30,426 $13,636 $5,756

9 Pre-RAAP Large 147 $77,881 $46,418 $19,356 $92,672 $54,256 $23,057 $108,475 $69,827 $26,758

Grand Total 763 $21,563 $11,675 $5,977 $25,142 $13,489 $6,940 $29,312 $16,856 $7,902

(A), (B), (C)  = Estimated benefits in Table 1 divided by claimant count from files reviewed

High Estimate of Benefits under EAB

(A) (B) (C) (D)

Closed File Review EAB Loss Cost Estimates
Actuarial Costing

Estimate FLY

2022 Loss Cost

Closed Year 2019 Benefits Paid by ICBC Under

Existing State on Reviewed Files Point Estimate of Benefits under EABLow Estimate of Benefits under EAB

(A)

Low Estimate of Benefits under EAB Point Estimate of Benefits under EAB High Estimate of Benefits under EAB

(B) (C)

Death Benefits and Permanent Impairment

Total

EAB Coverage

Medical and Rehabilitation

Income Replacement and Indemnity
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Implied Estimates from Closed File Review

Table 3. Normalisation of Study Results to ICBC Overall Claim Population

Segment

ICBC Closed

Year 2019

Accident

Benefits

Claimant Counts

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

Medical and

Rehabilitation

Income

Replacement &

Indemnity

Death Benefits

and Permanent

Impairment

1 RAAP 11,427 $16,063,978 $4,445,829 $8,848,612 $17,848,864 $4,939,810 $9,831,791 $19,633,751 $5,433,791 $10,814,970

2 Pre-RAAP Unrep MI 21,992 $31,993,703 $1,617,345 $66,749,512 $35,548,559 $1,797,050 $74,166,124 $39,103,415 $1,976,755 $81,582,737

3 Pre-RAAP Unrep NMI 2,204 $12,587,049 $7,955,549 $2,766,272 $13,985,610 $8,839,498 $3,073,635 $15,384,172 $9,723,448 $3,380,999

4 Pre-RAAP Rep MI 6,284 $20,123,815 $4,647,161 $932,882 $22,359,795 $5,163,512 $1,036,536 $24,595,774 $5,679,863 $1,140,190

5 Pre-RAAP Rep NMI 668 $3,287,818 $341,027 $1,763,520 $3,653,131 $378,919 $1,959,467 $4,018,444 $416,811 $2,155,413

6 Pre-RAAP Rep & Lit MI 4,668 $25,053,293 $1,138,418 $2,927,913 $27,836,992 $1,264,909 $3,253,237 $30,620,692 $1,391,400 $3,578,561

7 Pre-RAAP Rep & Lit NMI 726 $3,472,861 $6,733,580 $10,782,310 $3,858,734 $7,481,755 $11,980,344 $4,244,608 $8,229,931 $13,178,379

8 Pre-RAAP MVA 5,188 $120,282,296 $56,463,143 $24,434,407 $133,646,996 $62,736,826 $27,149,341 $157,849,824 $70,745,958 $29,864,275

9 Pre-RAAP Large 783 $60,980,957 $36,345,357 $15,155,749 $72,562,562 $42,482,559 $18,053,684 $84,935,965 $54,674,180 $20,951,620

Grand Total 53,940 $293,845,770 $119,687,409 $134,361,176 $331,301,244 $135,084,839 $150,504,159 $380,386,644 $158,272,137 $166,647,142

(A), (B), (C)  = Severities from Table 2 multiplied by ICBC Closed Year 2019 Accident Benefits Claimant Counts.

Table 4. Implied Enhanced Accident Benefit Impacts by Coverage per Normalised Closed File Review Results

(A) (B) (C) (D) (E) (F) (G)

Coverage

ICBC Closed

Year 2019 Paid

Low Estimate of

Benefits under

EAB

Point Estimate

of Benefits under

EAB

High Estimate of

Benefits under

EAB

EAB Impact

Low Estimate

EAB Impact

Point Estimate

EAB Impact

High Estimate

(1) Medical and Rehabilitation $84,999,223 $293,845,770 $331,301,244 $380,386,644 346% 390% 448%

(2) Income Replacement & Indemnity $17,623,368 $119,687,409 $135,084,839 $158,272,137 679% 767% 898%

(3) Death Benefits and Permanent Impairment $2,832,804 $134,361,176 $150,504,159 $166,647,142 4743% 5313% 5883%

Grand Total $105,455,396 $547,894,356 $616,890,242 $705,305,924 520% 585% 669%

(A) Total paid claims by ICBC on claims closed in 2019. Note, row (2) amounts paid in 2019 are for Weekly Benefits, ICBC's current income replacement

coverage. Row (3) represents payments for Death Benefits coverage only as Permanent Impairment is a new benefit under EAB, it did note exist during 2019.

(B), '(C), '(D) = Grand Totals from respective columns of Table 3

(E) = (B) / (A). Low estimate under EAB relative to paid claims by ICBC on claims closed in 2019.

(F) = (C) / (A). Point estimate under EAB relative to paid claims by ICBC on claims closed in 2019.

(G) = (D) / (A). High estimate under EAB relative to paid claims by ICBC on claims closed in 2019.

Low Estimate of Benefits under EAB Point Estimate of Benefits under EAB High Estimate of Benefits under EAB

(A) (B) (C)
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Implied Estimates from Closed File Review

Medical and Rehabilitation

Trending

Use ICBC selected trends to trend historical ultimate losses and exposures to Fiscal Loss Year 2022

Table 5. Selected Trends

(A) (B) (C)

Loss Trends Frequency Severity Loss Cost Exposure Trend (D)

Past Trend 0.0% 5.6% 5.6% Past Trend 1.8%

Future Trend 0.0% 5.6% 5.6% Future Trend 1.8%

(A) = ICBC future frequency trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis. For purpose of this (D) Trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical frequencies. reflecting increase in number of exposures (vehicles)

(B) = ICBC past and future severity trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical severities.

(C) = [1 + (A)] x [1 + (B)] - 1. ICBC past and future loss cost trend as per their Fiscal Year 2021 Q2 analysis

Table 6. Trending factors

Losses Exposures

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M)

Fiscal

Loss

Year

Average

Accident

Date of FLY

Average Accident

Date of Latest

Data Point

Average

Accident Date

of FLY 2022

Past Trend

Period

Future Trend

Period Trend Factors

Average

Written Date

of FLY

Average Written

Date of Latest

Data Point

Average

Written Date

of FLY 2022

Past Trend

Period

Future Trend

Period

Trend

Factors

2016 10/1/2015 10/1/2019 10/1/2021 4.0 2.0 1.39 4/1/2015 4/1/2019 4/1/2021 4.0 2.0 1.11

2017 10/1/2016 10/1/2019 10/1/2021 3.0 2.0 1.31 4/1/2016 4/1/2019 4/1/2021 3.0 2.0 1.09

2018 10/1/2017 10/1/2019 10/1/2021 2.0 2.0 1.24 4/1/2017 4/1/2019 4/1/2021 2.0 2.0 1.07

2019 10/1/2018 10/1/2019 10/1/2021 1.0 2.0 1.18 4/1/2018 4/1/2019 4/1/2021 1.0 2.0 1.05

2020 10/1/2019 10/1/2019 10/1/2021 0.0 2.0 1.12 4/1/2019 4/1/2019 4/1/2021 0.0 2.0 1.04

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY. (H) Average written date of policies with loss exposure to the historical FLY. For example, FLY 2020 spans April 1 2019 - March 31 2020.

(B) Midpoint of the historical fiscal loss year. Accidents in fiscal loss year are assumed to have happened on this date on average. Policies written between April 1 2018 and March 31 2020 could have losses on them during this fiscal loss year. The midpoint of this

(C) Midpoint of the latest fiscal loss year, FLY 2020. period, April 1 2019, is used to represent the average written date of policies with exposure to FLY 2020.

(D) Midpoint of the future fiscal loss year, FLY 2022. (I) Average written date of policies with loss exposure to FLY 2020.

(E) = [(C) - (B)] / 365. Years between the average accident date of the historical fiscal loss year and the average accident date of (J) Average written date of policies with loss exposure to FLY 2022.

the latest data point, FLY 2020. (K) = [(I) - (H)] / 365. Years between the average written date of the historical fiscal loss year and the average written date of

(F) = [(D) - (C)] / 365. Years between the average accident date of the future fiscal loss year, FLY 2022 and the average accident the latest data point, FLY 2020.

date of the latest data point, FLY 2020. (L) = [(J) - (I)] / 365. Years between the average written date of the future fiscal loss year and the average written date of

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Loss cost trend factor to be used to trend historical loss costs forward to FLY 2022. the latest data point, FLY 2020.

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Exposure trend factor to be used to trend historical exposures forward to FLY 2022.
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Implied Estimates from Closed File Review

Medical and Rehabilitation

Enhanced Accident Benefits Estimated Loss Costs

Trended Ultimate Loss Costs

ICBC exposures and ultimate loss costs from the five most recent fiscal loss years are trended to the first fiscal loss year under EAB (FLY 2022)

Table 7. Current Product Loss Costs

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J)

Fiscal

Loss

Year Exposures Exposures Trend

Trended

Exposures

Case Incurred

Losses and

ALAE

($000s)

Implied

Development

Factor to

Ultimate

Ultimate

Losses and

ALAE ($000s) Loss Trend

Trended

Ultimate

Losses

($000s)

Current

Product

Loss Cost

2016 3,091,385 1.11 3,434,218 $190,901 0.86 $163,726 1.39 $227,024 $66

2017 3,169,725 1.09 3,459,952 $212,139 0.84 $177,747 1.31 $233,375 $67

2018 3,252,653 1.07 3,488,837 $264,059 0.86 $226,798 1.24 $282,004 $81

2019 3,303,506 1.05 3,481,869 $302,116 0.92 $278,843 1.18 $328,350 $94

2020 3,350,812 1.04 3,470,419 $284,214 1.41 $401,419 1.12 $447,649 $129

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Exposures per ICBC for the historical fiscal loss years

(C) Exposure trend factor from column (M) of Table 6

(D) = (B) x (C). Exposures trended to FLY 2022

(E) Case incurred losses and allocated adjustment expenses for FLYs per ICBC

(F) Implied development factor to ultimate per ICBC Corporate Actuarial reserving analysis

(G) = (E) x (F). Case incurred losses developed to ultimate

(H) Loss trend factor from column (G) of Table 6

(I) = (G) x (H). Ultimate losses trended to FLY 2022

(J) = (I) / (D) x 1000. Trended ultimate losses divided by trended exposures.

The trended ultimate loss costs are adjusted to remove estimated impacts of the RAAP reforms, then adjusted by the estimated impacts of the Enhanced Accident Benefits from Cameron &

Associates closed file review results. Cameron & Associates estimates are primarily based on pre-RAAP claims, hence why the RAAP reform impacts are first removed.

Table 8. EAB Loss Cost Estimates

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K)

Fiscal

Loss

Year

Current

Product Loss

Cost

Estimated Impact

of RAAP Product

Reforms

Loss Cost

Adjusted to

Pre-RAAP

Basis

EAB Impact

Low Estimate

EAB Impact

Point Estimate

EAB Impact

High Estimate

Loss Cost

Adjusted for

EAB - Low

Estimate

Loss Cost

Adjusted for

EAB - Point

Estimate

Loss Cost

Adjusted for

EAB - High

Estimate

Fiscal

Loss Year

Weights

2016 $66 112% $59 346% 390% 448% $204 $230 $264 20%

2017 $67 121% $56 346% 390% 448% $193 $218 $250 20%

2018 $81 133% $61 346% 390% 448% $210 $237 $272 20%

2019 $94 156% $60 346% 390% 448% $208 $235 $270 20%

2020 $129 233% $55 346% 390% 448% $192 $216 $248 20%

Low Point High

(L) Weighted EAB Loss Cost Estimates $202 $227 $261

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Loss costs from column (J) of Table 7

(C) FLY 2020 = Estimated impact of RAAP product reforms on Medical and Rehabilitation from EY Product Reform report supporting PY 2019 revenue requirements application. 2019 and prior FLYs = Impact of RAAP

product reforms resulting from increased treatment fee limits for treatments claimed after RAAP implementation.

(D) = (B) / (C). Majority of claims in Cameron & Associates closed file review are pre-RAAP, so prior to applying EAB impacts, loss costs in column (B) are adjusted to pre-RAAP basis.

(E), (F), (G) Estimated EAB impacts implied from Cameron & Associates closed file review results per Table 4.

(H) = (D) x (E). EAB loss cost low estimate implied from Cameron & Associates closed file review results.

(I) = (D) x (F). EAB loss cost point estimate implied from Cameron & Associates closed file review results.

(J) = (D) x (G). EAB loss cost high estimate implied from Cameron & Associates closed file review results.

(K) Judgmental fiscal loss year weights used to obtain FLY 2022 loss cost estimate from historical trended and adjusted results

(L) = (H), (I), (J) weighted by (K). Low, point and high EAB FLY 2022 loss cost estimates
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Income Replacement and Indemnity

Trending

Use ICBC selected trends to trend historical ultimate losses and exposures to Fiscal Loss Year 2021

Table 9. Selected Trends

(A) (B) (C)

Loss Trends Frequency Severity Loss Cost Exposure Trend (D)

Past Trend 0.0% 3.9% 3.9% Past Trend 1.8%

Future Trend 0.0% 3.9% 3.9% Future Trend 1.8%

(A) = ICBC future frequency trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis. For purpose of this (D) Trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical frequencies. reflecting increase in number of exposures (vehicles)

(B) = ICBC past and future severity trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical severities.

(C) = [1 + (A)] x [1 + (B)] - 1. ICBC past and future loss cost trend as per their Fiscal Year 2021 Q2 analysis

Table 10. Trending factors

Losses Exposures

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M)

Fiscal

Loss

Year

Average

Accident

Date of FLY

Average Accident

Date of Latest

Data Point

Average

Accident Date

of FLY 2022

Past Trend

Period

Future Trend

Period Trend Factors

Average

Written Date

of FLY

Average Written

Date of Latest

Data Point

Average

Written Date

of FLY 2022

Past Trend

Period

Future Trend

Period

Trend

Factors

2016 10/1/2015 10/1/2019 10/1/2021 4.0 2.0 1.26 4/1/2015 4/1/2019 4/1/2021 4.0 2.0 1.11

2017 10/1/2016 10/1/2019 10/1/2021 3.0 2.0 1.21 4/1/2016 4/1/2019 4/1/2021 3.0 2.0 1.09

2018 10/1/2017 10/1/2019 10/1/2021 2.0 2.0 1.17 4/1/2017 4/1/2019 4/1/2021 2.0 2.0 1.07

2019 10/1/2018 10/1/2019 10/1/2021 1.0 2.0 1.12 4/1/2018 4/1/2019 4/1/2021 1.0 2.0 1.05

2020 10/1/2019 10/1/2019 10/1/2021 0.0 2.0 1.08 4/1/2019 4/1/2019 4/1/2021 0.0 2.0 1.04

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY. (H) Average written date of policies with loss exposure to the historical FLY. For example, FLY 2020 spans April 1 2019 - March 31 2020.

(B) Midpoint of the historical fiscal loss year. Accidents in fiscal loss year are assumed to have happened on this date on average. Policies written between April 1 2018 and March 31 2020 could have losses on them during this fiscal loss year. The midpoint of this

(C) Midpoint of the latest fiscal loss year, FLY 2020. period, April 1 2019, is used to represent the average written date of policies with exposure to FLY 2020.

(D) Midpoint of the future fiscal loss year, FLY 2022. (I) Average written date of policies with loss exposure to FLY 2020.

(E) = [(C) - (B)] / 365. Years between the average accident date of the historical fiscal loss year and the average accident date of (J) Average written date of policies with loss exposure to FLY 2022.

the latest data point, FLY 2020. (K) = [(I) - (H)] / 365. Years between the average written date of the historical fiscal loss year and the average written date of

(F) = [(D) - (C)] / 365. Years between the average accident date of the future fiscal loss year, FLY 2022 and the average accident the latest data point, FLY 2020.

date of the latest data point, FLY 2020. (L) = [(J) - (I)] / 365. Years between the average written date of the future fiscal loss year and the average written date of

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Loss cost trend factor to be used to trend historical loss costs forward to FLY 2022. the latest data point, FLY 2020.

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Exposure trend factor to be used to trend historical exposures forward to FLY 2022.

Confidential | All Rights Reserved | EY Page 5 of 8



Insurance Corporation of British Columbia Appendix C

Implied Estimates from Closed File Review

Income Replacement and Indemnity

Enhanced Accident Benefits Estimated Loss Costs

Trended Ultimate Loss Costs

ICBC exposures and ultimate loss costs from the five most recent fiscal loss years are trended to the first fiscal loss year under EAB (FLY 2022)

Table 11. Current Product Loss Costs

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J)

Fiscal

Loss

Year Exposures Exposures Trend

Trended

Exposures

Case Incurred

Losses and

ALAE

($000s)

Implied

Development

Factor to

Ultimate

Ultimate

Losses and

ALAE ($000s) Loss Trend

Trended

Ultimate

Losses

($000s)

Current

Product

Loss Cost

2016 3,091,385 1.11 3,434,218 $40,622 1.09 $44,170 1.26 $55,587 $16

2017 3,169,725 1.09 3,459,952 $39,021 1.08 $42,242 1.21 $51,159 $15

2018 3,252,653 1.07 3,488,837 $37,457 1.08 $40,360 1.17 $47,043 $13

2019 3,303,506 1.05 3,481,869 $28,303 1.23 $34,927 1.12 $39,181 $11

2020 3,350,812 1.04 3,470,419 $44,717 1.99 $88,770 1.08 $95,844 $28

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Exposures per ICBC for the historical fiscal loss years

(C) Exposure trend factor from column (M) of Table 10 above

(D) = (B) x (C). Exposures trended to FLY 2022

(E) Case incurred losses and allocated adjustment expenses for FLYs per ICBC

(F) Implied development factor to ultimate per ICBC Corporate Actuarial reserving analysis

(G) = (E) x (F). Case incurred losses developed to ultimate

(H) Loss trend factor from column (G) of Table 10 above

(I) = (G) x (H). Ultimate losses trended to FLY 2022

(J) = (I) / (D) x 1000. Trended ultimate losses divided by trended exposures.

The trended ultimate loss costs are adjusted to remove estimated impacts of the RAAP reforms, then adjusted by the estimated impacts of the Enhanced Accident Benefits from Cameron &

Associates closed file review results. Cameron & Associates estimates are primarily based on pre-RAAP claims, hence why the RAAP reform impacts are first removed.

Table 12. EAB Loss Cost Estimates

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K)

Fiscal

Loss

Year

Current

Product Loss

Cost

Estimated Impact

of RAAP Product

Reforms

Loss Cost

Adjusted to

Pre-RAAP

Basis

EAB Impact

Low Estimate

EAB Impact

Point Estimate

EAB Impact

High Estimate

Loss Cost

Adjusted for

EAB - Low

Estimate

Loss Cost

Adjusted for

EAB - Point

Estimate

Loss Cost

Adjusted for

EAB - High

Estimate

Fiscal

Loss Year

Weights

2016 $16 100% $16 679% 767% 898% $110 $124 $145 20%

2017 $15 100% $15 679% 767% 898% $100 $113 $133 20%

2018 $13 100% $13 679% 767% 898% $92 $103 $121 20%

2019 $11 100% $11 679% 767% 898% $76 $86 $101 20%

2020 $28 203% $14 679% 767% 898% $93 $105 $122 20%

Low Point High

(L) Weighted EAB Loss Cost Estimates $94 $106 $125

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Loss costs from column (J) of Table 11

(C) Estimated impact of RAAP product reforms on Weekly Benefits from EY Product Reform report supporting PY 2019 revenue requirements application.

(D) = (B) / (C). Majority of claims in Cameron & Associates closed file review are pre-RAAP, so prior to applying EAB impacts, loss costs in column (B) are adjusted to pre-RAAP basis.

(E), (F), (G) Estimated EAB impacts implied from Cameron & Associates closed file review results per Table 4.

(H) = (D) x (E). EAB loss cost low estimate implied from Cameron & Associates closed file review results.

(I) = (D) x (F). EAB loss cost point estimate implied from Cameron & Associates closed file review results.

(J) = (D) x (G). EAB loss cost high estimate implied from Cameron & Associates closed file review results.

(K) Judgmental fiscal loss year weights used to obtain FLY 2022 loss cost estimate from historical trended and adjusted results

(L) = (H), (I), (J) weighted by (K). Low, point and high EAB FLY 2022 loss cost estimates
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Insurance Corporation of British Columbia Appendix C

Implied Estimates from Closed File Review

Death Benefits and Permanent Impairment

Trending

Use ICBC selected trends to trend historical ultimate losses and exposures to Fiscal Loss Year 2021

Table 13. Selected Trends

(A) (B) (C)

Loss Trends Frequency Severity Loss Cost Exposure Trend (D)

Past Trend 0.0% 1.2% 1.2% Past Trend 1.8%

Future Trend 0.0% 1.2% 1.2% Future Trend 1.8%

(A) = ICBC future frequency trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis. For purpose of this (D) Trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical frequencies. reflecting increase in number of exposures (vehicles)

(B) = ICBC past and future severity trend selected by ICBC Corporate Actuarial as per their Fiscal Year 2021 Q2 analysis

analysis, EY selected past trend equal to ICBC's future trend to adjust historical severities.

(C) = [1 + (A)] x [1 + (B)] - 1. ICBC past and future loss cost trend as per their Fiscal Year 2021 Q2 analysis

Table 14. Trending factors

Losses Exposures

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M)

Fiscal

Loss

Year

Average

Accident

Date of FLY

Average Accident

Date of Latest

Data Point

Average

Accident Date

of FLY 2022

Past Trend

Period

Future Trend

Period Trend Factors

Average

Written Date

of FLY

Average Written

Date of Latest

Data Point

Average

Written Date

of FLY 2022

Past Trend

Period

Future Trend

Period

Trend

Factors

2016 10/1/2015 10/1/2019 10/1/2021 4.0 2.0 1.08 4/1/2015 4/1/2019 4/1/2021 4.0 2.0 1.11

2017 10/1/2016 10/1/2019 10/1/2021 3.0 2.0 1.06 4/1/2016 4/1/2019 4/1/2021 3.0 2.0 1.09

2018 10/1/2017 10/1/2019 10/1/2021 2.0 2.0 1.05 4/1/2017 4/1/2019 4/1/2021 2.0 2.0 1.07

2019 10/1/2018 10/1/2019 10/1/2021 1.0 2.0 1.04 4/1/2018 4/1/2019 4/1/2021 1.0 2.0 1.05

2020 10/1/2019 10/1/2019 10/1/2021 0.0 2.0 1.02 4/1/2019 4/1/2019 4/1/2021 0.0 2.0 1.04

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY. (H) Average written date of policies with loss exposure to the historical FLY. For example, FLY 2020 spans April 1 2019 - March 31 2020.

(B) Midpoint of the historical fiscal loss year. Accidents in fiscal loss year are assumed to have happened on this date on average. Policies written between April 1 2018 and March 31 2020 could have losses on them during this fiscal loss year. The midpoint of this

(C) Midpoint of the latest fiscal loss year, FLY 2020. period, April 1 2019, is used to represent the average written date of policies with exposure to FLY 2020.

(D) Midpoint of the future fiscal loss year, FLY 2022. (I) Average written date of policies with loss exposure to FLY 2020.

(E) = [(C) - (B)] / 365. Years between the average accident date of the historical fiscal loss year and the average accident date of (J) Average written date of policies with loss exposure to FLY 2022.

the latest data point, FLY 2020. (K) = [(I) - (H)] / 365. Years between the average written date of the historical fiscal loss year and the average written date of

(F) = [(D) - (C)] / 365. Years between the average accident date of the future fiscal loss year, FLY 2022 and the average accident the latest data point, FLY 2020.

date of the latest data point, FLY 2020. (L) = [(J) - (I)] / 365. Years between the average written date of the future fiscal loss year and the average written date of

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Loss cost trend factor to be used to trend historical loss costs forward to FLY 2022. the latest data point, FLY 2020.

(G) = [1 + (Past Trend)] (̂E) x [1 + (Future Trend)] (̂F). Exposure trend factor to be used to trend historical exposures forward to FLY 2022.
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Insurance Corporation of British Columbia Appendix C

Implied Estimates from Closed File Review

Death Benefits and Permanent Impairment

Enhanced Accident Benefits Estimated Loss Costs

Trended Ultimate Loss Costs

ICBC exposures and ultimate loss costs from the five most recent fiscal loss years are trended to the first fiscal loss year under EAB (FLY 2022)

Table 15. Current Product Loss Costs

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J)

Fiscal

Loss

Year Exposures Exposures Trend

Trended

Exposures

Case Incurred

Losses and

ALAE

($000s)

Implied

Development

Factor to

Ultimate

Ultimate

Losses and

ALAE ($000s) Loss Trend

Trended

Ultimate

Losses

($000s)

Current

Product

Loss Cost

2016 3,091,385 1.11 3,434,218 $2,465 0.99 $2,448 1.08 $2,632 $1

2017 3,169,725 1.09 3,459,952 $2,968 0.97 $2,892 1.06 $3,072 $1

2018 3,252,653 1.07 3,488,837 $2,659 0.96 $2,542 1.05 $2,668 $1

2019 3,303,506 1.05 3,481,869 $3,033 0.90 $2,719 1.04 $2,819 $1

2020 3,350,812 1.04 3,470,419 $4,916 0.97 $4,757 1.02 $4,873 $1

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Exposures per ICBC for the historical fiscal loss years

(C) Exposure trend factor from column (M) of Table 6 above

(D) = (B) x (C). Exposures trended to FLY 2022

(E) Case incurred losses and allocated adjustment expenses for FLYs per ICBC

(F) Implied development factor to ultimate per ICBC Corporate Actuarial reserving analysis

(G) = (E) x (F). Case incurred losses developed to ultimate

(H) Loss trend factor from column (G) of Table 6 above

(I) = (G) x (H). Ultimate losses trended to FLY 2022

(J) = (I) / (D) x 1000. Trended ultimate losses divided by trended exposures.

The trended ultimate loss costs are adjusted to remove estimated impacts of the RAAP reforms, then adjusted by the estimated impacts of the Enhanced Accident Benefits from Cameron &

Associates closed file review results. Cameron & Associates estimates are primarily based on pre-RAAP claims, hence why the RAAP reform impacts are first removed.

Table 16. EAB Loss Cost Estimates

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K)

Fiscal

Loss

Year

Current

Product Loss

Cost

Estimated Impact

of RAAP Product

Reforms

Loss Cost

Adjusted to

Pre-RAAP

Basis

EAB Impact

Low Estimate

EAB Impact

Point Estimate

EAB Impact

High Estimate

Loss Cost

Adjusted for

EAB - Low

Estimate

Loss Cost

Adjusted for

EAB - Point

Estimate

Loss Cost

Adjusted for

EAB - High

Estimate

Fiscal

Loss Year

Weights

2016 $1 100% $1 4743% 5313% 5883% $36 $41 $45 20%

2017 $1 100% $1 4743% 5313% 5883% $42 $47 $52 20%

2018 $1 100% $1 4743% 5313% 5883% $36 $41 $45 20%

2019 $1 100% $1 4743% 5313% 5883% $38 $43 $48 20%

2020 $1 184% $1 4743% 5313% 5883% $36 $40 $45 20%

Low Point High

(L) Weighted EAB Loss Cost Estimates $38 $42 $47

(A) ICBC FLY YYYY represents the grouping of claims occurring during the period of April 1, YYYY-1 to March 31, YYYY

(B) Loss costs from column (J) of Table 15

(C) Estimated impact of RAAP product reforms on Death Benefits from EY Product Reform report supporting PY 2019 revenue requirements application.

(D) = (B) / (C). Majority of claims in Cameron & Associates closed file review are pre-RAAP, so prior to applying EAB impacts, loss costs in column (B) are adjusted to pre-RAAP basis.

(E), (F), (G) Estimated EAB impacts implied from Cameron & Associates closed file review results per Table 4.

(H) = (D) x (E). EAB loss cost low estimate implied from Cameron & Associates closed file review results.

(I) = (D) x (F). EAB loss cost point estimate implied from Cameron & Associates closed file review results.

(J) = (D) x (G). EAB loss cost high estimate implied from Cameron & Associates closed file review results.

(K) Judgmental fiscal loss year weights used to obtain FLY 2022 loss cost estimate from historical trended and adjusted results

(L) = (H), (I), (J) weighted by (K). Low, point and high EAB FLY 2022 loss cost estimates
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Insurance Corporation of British Columbia 1 
December 15, 2020 

LOSS TREND ANALYSIS – CURRENT ACCIDENT BENEFIT COVERAGES 

1. This Appendix shows modeled versus actual plots of frequency and severity for current 

Accident Benefit (AB) coverages, by fiscal loss year (FLY), with the selected frequency models 

projected through FLY 2024, and the trend rates of the selected severity models identified.  

Although these coverages will no longer be available during PY 2021, Ernst & Young LLP (EY) 

has considered, and in some cases relied on, these forecast frequencies and severity trend 

rates in determining assumptions related to Enhanced Accident Benefit claims.  The 

information in this Appendix therefore provides further details supporting the assumptions 

made in the December 2020 EY Enhanced Accident Benefits Costing Report (EAB Report in 

Appendix C.4.0).  Figure C.5.1 below provides a summary of the forecast frequencies and 

severity trend rates.  Note that frequencies and severities for the current AB coverages are 

measured at a per claim level.   

Figure C.5.1 – Forecast Frequencies and Severity Trends (Plate Owner) 

Coverage 
Frequency Severity 

FLY 2022 FLY 2023 FLY 2024 Trend Rate 

Medical Rehabilitation 1.63% 1.63% 1.63% 5.6% 

Weekly Benefits 0.12% 0.12% 0.12% 3.9% 

Death Benefits 0.007% 0.007% 0.007%  

2. In the EAB Report, Death Benefits claims are analyzed together with Permanent 

Impairment claims, a new benefit which will make up a significant portion of the combined 

severity.  The severity trend of ICBC’s current Death Benefits coverage was not considered to 

best represent the future cost pressure on these claims, and has not been used in the report.  

Therefore this appendix does not include a severity trend for current Death Benefits coverage.  

3. Modeled versus actual plots are included below along with a description of each 

selected model.  The same model has been used for both short-term and long-term trends, 

in each case.  Diagnostic statistics for the various models can be found in Technical Appendix 

C.1.0. 

4. The current AB coverages are analyzed on a combined basis including claims from both 

Personal and Commercial lines of business, as discussed further in Chapter 3, Actuarial Rate 

Level Indication Analysis, Appendix A.0.1, Section C.2, paragraph 20.  Comparisons to 2019 

RRA assumptions refer to the Personal selected models unless otherwise noted. 
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5. The frequency forecasts in this Appendix assume continuation of the Rate Affordability 

Action Plan (RAAP) product reforms effective April 1, 2019, to provide forecasts independent 

from the effects of the Enhanced Care model. 

6. In addition to the information described above, historical loss statistic data referenced 

from Appendices D.2 and D.4 and the selected model results are shown in tabular form for 

each coverage on an annual basis.1 
 
 

7. Medical Rehabilitation (MR) Frequency – The MR frequency forecast and table of 

values are shown in Figure C.5.2.  A flat trend was selected as there does not appear to be 

an obvious upward or downward trend in the historical data.  The trend was applied from a 

point based on the first three quarters of fiscal loss year 2019/20 (seasonally adjusted).  The 

2019/20 year reflects the current level of MR frequency under the RAAP product reform, and 

the exclusion of the fourth quarter removes the impact of COVID-19 from the forecast.  This 

represents a change from the selection in the 2019 RRA where a four-year simple regression 

model was selected.  For more information on the treatment of COVID-19, please refer to 

Appendix E.0. 

  

                                                           
1 In order to provide consistent data for the severity trend models, the costs of certain unusually large claims are 
capped in order to limit their influence on the historical severities.  This capping involves removing the costs above 
a certain threshold for individual claims.  The historical severity data shown in this appendix reflects this capping. 
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Figure C.5.2 – MR Frequency Forecast and Table of Values 

 

 
 

Fiscal Loss 
Year 

Historical 
Data Modeled 

2005/06 1.86%  
2006/07 1.73%  
2007/08 1.66%  
2008/09 1.55%  
2009/10 1.51%  
2010/11 1.54%  
2011/12 1.56%  
2012/13 1.57%  
2013/14 1.55%  
2014/15 1.59%  
2015/16 1.68%  
2016/17 1.72%  
2017/18 1.74%  
2018/19 1.61%  
2019/20 1.59% 1.63% 
2020/21  1.63% 
2021/22  1.63% 
2022/23  1.63% 
2023/24  1.63% 

Historical data is from Appendix D.2, column 2. 
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8. MR Severity –  The MR severity model and table of values are shown in Figure C.5.3.  

A seven-year simple regression model ending September 2016 was selected for the trend.  

The selected model uses post-recession data and excludes the last two quarters of fiscal loss 

year 2016/17 due to adverse winter weather and the latest three fiscal loss years (2017/18 

to 2019/20) because they are affected by an increase in the level of treatment fees.  The 

selected model produces a stable post-recession, pre-RAAP annual trend rate of 5.6%. 

9. The last two quarters of fiscal loss year 2016/17 are excluded from the model because 

adverse winter weather in this period resulted in lower severity of MR claims, which could 

introduce a bias to the trend rate if this period was included in the model without appropriate 

adjustments. 

10. The latest three fiscal loss years (2017/18 to 2019/20) are not included in the model 

because they have been noticeably impacted by the April 1, 2019 RAAP MR treatment fee 

increase.  Starting April 1, 2019, MR treatments on outstanding claims have been paid at 

higher rates.  This is a one-time effect and does not represent a part of the otherwise stable 

post-recession severity trend.  This represents a change from the 2019 RRA where fewer 

post-RAAP payments had been made for fiscal loss year 2017/18, and this fiscal loss year was 

included in the trend model.  As seen in Figure C.5.3 fiscal loss year 2017/18 is noticeably 

impacted by the April 1, 2019 MR treatment fee increase and therefore is not included in the 

selected model. 
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Figure C.5.3 – MR Severity Model and Table of Values  

  

 

Fiscal Loss 
Year 

Historical 
Data ($) Modeled ($) 

2005/06 1,336  
2006/07 1,766  
2007/08 1,772  
2008/09 2,012  
2009/10 2,172 2,144 
2010/11 2,241 2,264  
2011/12 2,300 2,389  
2012/13 2,429 2,523  
2013/14 2,754 2,665  
2014/15 2,958 2,815  
2015/16 2,984 2,971  
2016/17 2,973 3,138 
2017/18 3,388  
2018/19 4,175  
2019/20 7,522  

Annual Trend Rate 5.6% 

Historical data from Appendix D.4, column 2 with capping applied to unusually large claims. 
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11. Weekly Benefits (WB) Frequency –  The WB frequency forecast and table of values 

are shown in Figure C.5.4.  The frequency decrease from FLY 2016/17 to FLY 2018/19 is 

related to a one-time change (the waiting period for EI benefits was reduced from two weeks 

to one week, effective January 1, 2017) that is not expected to continue into the forecast 

period; therefore a one-year flat trend was selected.  The trend was applied from a point 

based on the first three quarters of fiscal loss year 2019/20 (seasonally adjusted).  The 

2019/20 year reflects the current level of WB frequency under the RAAP product reform, and 

the exclusion of the fourth quarter removes the impact of COVID-19 from the forecast.  With 

less than one full year of historical claims under the RAAP product reform prior to the COVID-

19 pandemic, there was insufficient information to determine a trend for these conditions, 

and so a flat trend was selected.  For more information on the treatment of COVID-19, please 

refer to Appendix E.0. 

Figure C.5.4 – WB Frequency Forecast and Table of Values 
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Fiscal Loss 
Year 

Historical 
Data Modeled 

2005/06 0.23%  
2006/07 0.21%  
2007/08 0.19%  
2008/09 0.18%  
2009/10 0.16%  
2010/11 0.16%  
2011/12 0.17%  
2012/13 0.16%  
2013/14 0.14%  
2014/15 0.15%  
2015/16 0.15%  
2016/17 0.13%  
2017/18 0.10%  
2018/19 0.08%  
2019/20 0.12% 0.12% 
2020/21  0.12% 
2021/22  0.12% 
2022/23  0.12% 
2023/24  0.12% 

Historical data is from Appendix D.2, column 3. 

12. WB Severity – The WB severity forecast and table of values are shown in Figure 

C.5.5.  A seven-year simple regression model ending December 31, 2016 was selected for 

the trend.  The selected model uses post-recession data and excludes data after the waiting 

period for EI benefits was reduced from two weeks to one week (effective January 1, 2017) 

to produce a stable post-recession annual trend rate of 3.9%.  This trending period also 

excludes the enhancements to this benefit under RAAP which contributed to a much higher 

severity for fiscal loss year 2019/20. 
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Figure C.5.5 –WB Severity Model and Table of Values 

 

Fiscal Loss 
Year 

Historical 
Data ($) Modeled ($) 

2005/06 4,629  
2006/07 6,944  
2007/08 7,008  
2008/09 7,815  
2009/10 7,955 7,731 
2010/11 8,184 8,037 
2011/12 7,475 8,320 
2012/13 8,362 8,668 
2013/14 10,252 9,035 
2014/15 9,444 9,337 
2015/16 9,525 9,726 
2016/17 10,232 10,140 
2017/18 11,833  
2018/19 12,655  
2019/20 22,698  

Annual Trend Rate 3.9% 

Historical data is from Appendix D.4, column 3 with capping applied to unusually large claims. 

13. Death Benefits (DB) Frequency – The DB frequency forecast and table of values 

are shown in Figure C.5.6.  A flat trend equal to the average of the most recent eight years 

of historical data before COVID-19 (January 1, 2012 to December 31, 2019) was selected.  
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An eight-year average was selected because DB frequency has exhibited no discernible trend 

over the past eight years. 

Figure C.5.6 –DB Frequency Forecast and Table of Values  

 

Fiscal Loss 
Year 

Historical 
Data Modeled 

2005/06 0.014%   
2006/07 0.012%   
2007/08 0.012%   
2008/09 0.010%   
2009/10 0.011%   
2010/11 0.009%   
2011/12 0.008% 0.007% 
2012/13 0.006% 0.007% 
2013/14 0.007% 0.007% 
2014/15 0.007% 0.007% 
2015/16 0.007% 0.007% 
2016/17 0.007% 0.007% 
2017/18 0.007% 0.007% 
2018/19 0.007% 0.007% 
2019/20 0.006% 0.007% 
2020/21  0.007% 
2021/22  0.007% 
2022/23  0.007% 
2023/24   0.007% 

 
Historical data is from Appendix D.2, column 4. 
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LOSS TREND ANALYSIS – OTHER ENHANCED CARE MODEL 
COVERAGES 

1. This analysis estimates the average cost level of claims associated with policy year 

(PY) 2021 for the other Enhanced Care model coverages (i.e., non-Enhanced Accident Benefits 

(EAB) coverages).  Figure C.6.1 below provides a summary of the forecasts for PY 2021.   

Figure C.6.1– PY 2021 Forecast Frequency and Severity (Plate Owner) 

Coverage 

Frequency 
(Appendix C.1) 

Severity ($) 
(Appendix C.1) 

PY 2021-1 PY 2021-2 PY 2021-1 PY 2021-2 

Basic Vehicle Damage Coverage 
(BVDC) 3.77% 3.74% 4,797 5,085 

Third Party Liability (TPL) – 
Vehicle Damage 0.07% 0.07% 8,220 8,750 

TPL – Non-Vehicle Damage 0.17% 0.16% 7,201 7,599 

TPL – Bodily Injury (BI) 0.02% 0.02% 79,944 87,493 

2. This Appendix shows the modeled versus actual plots of frequency and severity for 

each of the non-EAB coverages of the Enhanced Care model.  The historical frequency and 

severity data is from Appendix D.1 (frequency) and Appendix D.3 (severity).  Each selected 

PY 2021 statistic is depicted with a diamond for PY 2021-1 and a triangle for PY 2021-2 in the 

modeled versus actual plots.  The descriptions of the selected model(s) are also included.  For 

each coverage, the same model has been used for both short-term and long-term trends.  

Diagnostic statistics for the various models can be found in Technical Appendix C.1.0. 

3. In the trend models described below, no large loss capping has been applied to the 

underlying loss statistics for Enhanced Care model coverages, beyond the application of the 

Basic insurance limits.1  The variability of the historical data, including potential impacts of 

large losses, were considered in the selection of the severity trend models.  The potential 

leverage of large losses is reduced by the use of 10-year baseline models for coverages with 

higher Basic insurance limits.2  The selected trend models are considered to be reasonable 

and not to be biased by large losses.   

                                                           
1 This differs from the trending analysis on current coverages, as presented in previous revenue requirements 
applications (RRA) and in Appendix C.5.0, for which an additional large loss threshold is applied in the trending 
analysis for each coverage.   
2 While BVDC coverage is assumed to be limited to $200,000 per claim, higher Basic limits are assumed to apply in 
some cases for the TPL coverages.  Refer to Appendix A.0.1 for an overview of the Basic coverages. 
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4. BVDC Frequency – The BVDC frequency forecast and table of values are shown in 

Figure C.6.2.  A 10-year simple regression model (baseline) was selected ending at the third 

quarter of fiscal loss year (FLY) 2019/20.  While FLY 2015/16 and FLY 2016/17 exhibited an 

upward trend, followed by a steeper downward trend from FLY 2017/18 to FLY 2019/20, the 

combined effect has been a return of the frequency to a level that is near to the longer-term 

trend.  The selected model excludes the fourth quarter of FLY 2019/20 because impacts of 

COVID-19 in that quarter could bias the trend.  The resulting modelled trend of -0.8% was 

then applied from a point based on the first three quarters of FLY 2019/20 (seasonally 

adjusted).  The exclusion of the fourth quarter removes the impact of COVID-19 from the 

forecast.   

5. Although there was no analysis of BVDC in the 2019 RRA, the claims data selected to 

represent this coverage corresponds to the largest part of the current Property Damage (PD) 

coverage.  Therefore, it is relevant to compare the selected trend model to the PD frequency 

trend model selected in the 2019 RRA.  The Personal PD frequency model was based on a 

five-year simple regression model, excluding the last two quarters of fiscal loss year 2016/17 

due to adverse winter weather, and producing an upward trend.  The adverse winter weather 

resulted in an elevated number of crash claims, which could have introduced a bias in the PD 

frequency forecast due to the potential leverage of those points on the model.  Since the 

upward trend has not continued, and a 10-year (baseline) model has been selected for BVDC 

frequency in this Application, the period affected by adverse winter weather has very little 

leverage on the selected BVDC frequency model, and the exclusion of the two affected 

quarters is not required.  

  



 2021 RRA Chapter 3, Appendix C.6.0 Loss Trend Analysis - Other 

Insurance Corporation of British Columbia 3 
December 15, 2020 

Figure C.6.2 – BVDC Frequency Forecast and Table of Values 

 
 

Fiscal Loss Year Historical 
Data Modeled 

2005/06 5.27%   
2006/07 5.29%   
2007/08 5.11%   
2008/09 4.95%   
2009/10 4.64%   
2010/11 4.57%   
2011/12 4.43%   
2012/13 4.38%  
2013/14 4.34%  
2014/15 4.33%  
2015/16 4.53%  
2016/17 4.63%  
2017/18 4.44%  
2018/19 4.14%  
2019/20 3.79% 3.85% 
2020/21  3.82% 
2021/22  3.79% 
2022/23  3.76% 
2023/24  3.73% 

PY 2021-1  3.77% 
PY 2021-2  3.74% 

Historical data is from Appendix D.1, column 2. 

0.0%

2.0%

4.0%

6.0%

8.0%

C
la

im
 F

re
q

u
e

n
c
y

Fiscal Loss Year

Modeled vs. Actual

Actual Modeled PY2021-1 Forecast PY2021-2  Forecast

BVDC Frequency



 2021 RRA Chapter 3, Appendix C.6.0 Loss Trend Analysis - Other 

Insurance Corporation of British Columbia 4 
December 15, 2020 

6. BVDC Severity – The BVDC severity forecast and table of values are shown in  

Figure C.6.3.  A five-year simple regression model was selected, resulting in a 6.3% 

annualized trend rate.  This trend was selected to give consideration to the steeper trend rate 

observed in recent years.  The continuation of the recent trend also considered the potential 

savings to ICBC from changes made to the Material Damage programs under the Rate 

Affordability Action Program, as well as the potential for future increases in repair shop 

compensation following the completion of a post implementation business review, as 

discussed in Chapter 4, Appendix 4A.  Since the BVDC coverage is assumed to be limited to 

$200,000 per claim, there is no variation in the model due to claims above that limit. 

Figure C.6.3 – BVDC Severity Forecast and Table of Values  
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Fiscal Loss Year  Historical 
Data Modeled 

2005/06  2,208    
2006/07  2,270    
2007/08  2,355    
2008/09  2,390    
2009/10  2,442    
2010/11  2,530    
2011/12  2,562    
2012/13  2,629   
2013/14  2,739   
2014/15  2,938   
2015/16  3,205   3,227  
2016/17  3,448   3,430  
2017/18  3,687   3,642  
2018/19  3,833   3,869  
2019/20  4,101   4,105  
2020/21   4,368  
2021/22   4,641  
2022/23   4,931  
2023/24   5,239  

PY 2021-1   4,797  
PY 2021-2   5,085  

Historical data is from Appendix D.3, column 1. 

7. TPL-Vehicle Damage Frequency – The TPL-Vehicle Damage frequency forecast and 

table of values are shown in Figure C.6.4.  A 10-year simple regression model (baseline) was 

selected, ending at the third quarter of FLY 2019/20.  The selected model excludes the fourth 

quarter of FLY 2019/20 because impacts of COVID-19 in that quarter could bias the trend.  

The selected model results in an annualized trend rate of -2.3%. 
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Figure C.6.4 – TPL-Vehicle Damage Frequency Forecast and Table of Values 

 
 

Fiscal Loss Year  Historical 
Data Modeled 

2005/06 0.10%   
2006/07 0.10%   
2007/08 0.09%   
2008/09 0.08%   
2009/10 0.08%   
2010/11 0.09% 0.09% 
2011/12 0.09% 0.09% 
2012/13 0.10% 0.09% 
2013/14 0.07% 0.08% 
2014/15 0.09% 0.08% 
2015/16 0.08% 0.08% 
2016/17 0.08% 0.08% 
2017/18 0.08% 0.08% 
2018/19 0.07% 0.07% 
2019/20 0.07% 0.07% 
2020/21  0.07% 
2021/22  0.07% 
2022/23  0.07% 
2023/24  0.07% 

PY 2021-1  0.07% 
PY 2021-2  0.07% 

Historical data is from Appendix D.1, column 3. 
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8. TPL-Vehicle Damage Severity – The TPL-Vehicle Damage severity forecast and 

table of values are shown in Figure C.6.5.  A 10-year simple regression (baseline) model was 

selected, resulting in a 6.7% annualized trend rate.  

Figure C.6.5 – TPL-Vehicle Damage Severity Forecast and Table of Values  
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Fiscal Loss Year  Historical 
Data Modeled 

2005/06  3,925    
2006/07  4,187    
2007/08  3,885    
2008/09  4,263    
2009/10  4,093    
2010/11  4,015   3,885  
2011/12  3,954   4,138  
2012/13  4,061   4,422  
2013/14  5,056   4,737  
2014/15  5,122   5,033  
2015/16  5,462   5,353  
2016/17  5,860   5,731  
2017/18  5,821   6,115  
2018/19  6,522   6,530  
2019/20  6,945   6,944  
2020/21   7,442  
2021/22   7,943  
2022/23   8,478  
2023/24   9.048  

PY 2021-1   8,220  
PY 2021-2   8,750  

Historical data is from Appendix D.3, column 2. 

9. TPL-Non-Vehicle Damage Frequency – The TPL-Non-Vehicle Damage frequency 

forecast and table of values are shown in Figure C.6.6.  A 10-year simple regression model 

(baseline) was selected ending at the third quarter of FLY 2019/20, resulting in a -3.4% 

annualized trend rate.  The selected model excludes the fourth quarter of FLY 2019/20 

because impacts of COVID-19 in that quarter could bias the trend. 
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Figure C.6.6 – TPL-Non-Vehicle Damage Frequency Forecast and Table of Values 

 
 

 

Historical data is from Appendix D.1, column 4. 
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Fiscal Loss Year  Historical 
Data Modeled 

2005/06 0.27%   
2006/07 0.26%   
2007/08 0.26%   
2008/09 0.25%   
2009/10 0.24%   
2010/11 0.24% 0.25% 
2011/12 0.24% 0.24% 
2012/13 0.24% 0.23% 
2013/14 0.23% 0.22% 
2014/15 0.21% 0.22% 
2015/16 0.22% 0.21% 
2016/17 0.22% 0.20% 
2017/18 0.19% 0.19% 
2018/19 0.18% 0.19% 
2019/20 0.17% 0.18% 
2020/21  0.18% 
2021/22  0.17% 
2022/23  0.16% 
2023/24  0.16% 

PY 2021-1  0.17% 
PY 2021-2  0.16% 
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10. TPL-Non-Vehicle Damage Severity – The TPL-Non-Vehicle Damage severity 

forecast and table of values are shown in Figure C.6.7.  A 10-year simple regression (baseline) 

model was selected, resulting in a 5.8% annualized trend rate. 

Figure C.6.7 – TPL-Non-Vehicle Damage Severity Forecast and Table of Values  
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Fiscal Loss Year  Historical 
Data Modeled 

2005/06  3,327    
2006/07  3,372    
2007/08  3,988    
2008/09  3,816    
2009/10  3,807    
2010/11  3,702   3,762  
2011/12  4,319   3,987  
2012/13  3,921   4,217  
2013/14  4,556   4,454  
2014/15  4,625   4,715  
2015/16  4,682   4,989  
2016/17  5,582   5,279  
2017/18  6,161   5,584  
2018/19  5,832   5,895  
2019/20  5,972   6,230  
2020/21   6,598  
2021/22   6,987  
2022/23   7,391  
2023/24   7,818  

PY 2021-1   7,201  
PY 2021-2   7,599  

Historical data is from Appendix D.3, column 3. 

11. TPL-BI Frequency – The TPL-BI frequency forecast and table of values are shown in 

Figure C.6.8.  A 10-year simple regression (baseline) model ending at the third quarter of FLY 

2019/20 was selected, resulting in a -6.1% annualized trend rate.  The selected model 

excludes the fourth quarter of FLY 2019/20 because impacts of COVID-19 in that quarter 

could bias the trend. 
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Figure C.6.8 – TPL-BI Frequency Forecast and Table of Values 

 

Fiscal Loss 
Year 

Historical 
Data Modeled 

2005/06 0.05%  
2006/07 0.06%  
2007/08 0.05%  
2008/09 0.04%  
2009/10 0.04%  
2010/11 0.05% 0.05% 
2011/12 0.05% 0.04% 
2012/13 0.04% 0.04% 
2013/14 0.04% 0.04% 
2014/15 0.04% 0.04% 
2015/16 0.03% 0.03% 
2016/17 0.03% 0.03% 
2017/18 0.03% 0.03% 
2018/19 0.03% 0.03% 
2019/20 0.03% 0.03% 
2020/21  0.03% 
2021/22  0.02% 
2022/23  0.02% 
2023/24  0.02% 

PY 2021–1  0.02% 
PY 2021–2  0.02% 

Historical data is from Appendix D.1, column 5. 
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12. TPL-BI Severity – The TPL-BI severity forecast and table of values are shown in 

Figure C.6.9.  A 10-year simple regression (baseline) model was selected resulting in a 9.9% 

annualized trend rate. 

Figure C.6.9 – TPL-BI Severity Forecast and Table of Values  
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Fiscal Loss 
Year 

Historical 
Data ($) 

Modeled 
($) 

2005/06 24,763  
2006/07 21,657  
2007/08 24,973  
2008/09 23,845  
2009/10 22,284  
2010/11 31,510 26,952 
2011/12 25,730 29,527 
2012/13 26,825 32,441 
2013/14 41,155 35,786 
2014/15 42,337 39,342 
2015/16 42,348 42,966 
2016/17 53,083 47,539 
2017/18 48,478 52,119 
2018/19 58,436 57,232 
2019/20 59,682 62,552 
2020/21  69,100 
2021/22  75,928 
2022/23  83,431 
2023/24  91,676 

PY 2021–1  79,944 
PY 2021–2  87,493 

Historical data is from Appendix D.3, column 4. 

13. Manual Basic Costs - The approach used to forecast Manual Basic (MB) claim costs 

was changed for this Application.  In prior RRAs, MB loss costs were estimated by selecting 

historical loss costs trends and projecting them forward to the future policy year.  In the 

current RRA, MB incurred loss and allocated loss adjustment expenses (ALAE) for the policy 

periods are estimated by multiplying selected ratios with the forecast Plate Owner incurred 

loss and ALAE amounts.  The selected ratios are calculated as historical MB case incurred loss 

and ALAE amounts to historical Plate Owner case incurred loss and ALAE amounts for each 

coverage.  These ratios are discussed in Technical Appendix D.0, Section E. 
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ACTUARIAL ESTIMATES OF INCURRED LOSS AND ALAE 

1. The actuarial estimates presented in Appendix Set D provide the historical claim 

frequencies and severities that provide a basis for forecasting PY 2021 loss costs for all 

coverages except Enhanced Accident Benefits (EAB) coverages.  

2. The estimates for EAB coverages are based on Manitoba Public Insurance (MPI) 

historical claims data as further explained in Appendix Set C.  Detailed discussion of the 

methods and assumptions used in the EAB estimates can be found in Appendix C.4.0: 

December 2020 EY Enhanced Accident Benefits Costing Report (EAB Report).  ICBC also 

includes in Appendix Set D, historical claim frequencies and severities for the current accident 

benefit coverage that are considered in the EAB Report. 

3. Loss costs include allocated loss adjustment expenses (ALAE), which are costs (such 

as fees for medical, engineering and police reports, or legal services) that are attributable to 

particular claims.   

A. SUMMARY OF INCURRED LOSS AND ALAE ESTIMATES 
(APPENDICES D.1 TO D.4) 

4. The cost of historical claims that have occurred is estimated and that forms the basis 

for forecasting the cost of claims that have yet to occur.  Although the majority of claims that 

already have occurred have been reported, and payments made, meaningful portions of the 

loss still remain either unpaid or not fully reported.  These are the subject of the actuarial 

analysis of incurred claims costs, the results of which are shown in Appendices D.1 through 

D.4.  This analysis provides ICBC’s best estimate of claims costs for historical years. 

5. The historical claims costs for Plate Owner coverages are separated into claim 

frequency and claim severity, to support the forecasting of future claims costs which is 

discussed further in Appendix C.0.  For the Enhanced Care model, ICBC’s historical claims 

data corresponding to each of the future coverages (other than EAB coverages) have been 

analyzed using data as of June 30, 2020.  Claim frequencies and claim severities based on 

this analysis are shown in Appendices D.1 and D.3 respectively.  Historical claim frequencies 

and claim severities for the current Accident Benefits coverages are shown in Appendices D.2 

and D.4 respectively.  The current Accident Benefits coverages are used as an input to the 

EAB Report, and have been analyzed using data as of August 31, 2020.  In the EAB Report, 

Death Benefits claims are analyzed together with Permanent Impairment claims, a new 

benefit which will make up a significant portion of the combined severity.  The severity of 
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ICBC’s current Death Benefits coverage was not relied on in the EAB Report, and therefore is 

not included in Appendix D.4.  

6. Technical Appendix Set D provides the technical details of the actuarial methods used 

for estimating the incurred claims costs for Basic insurance coverages.  In performing this 

analysis, ICBC’s actuaries have used appropriate data and methods for the analysis of each 

coverage.  The incurred claims cost estimates are often based on an average of two or more 

of these actuarial methods. 

7. While many of the actuarial assumptions rely on established historical patterns in the 

claims statistics, the actuaries have considered circumstances under which the past claims 

experience may lack pertinence for the selection of assumptions about the future claims 

experience, and have made appropriate assumptions or adjustments to the methods where 

necessary in order to determine the best estimate cost of claims.  Such circumstances include 

changes in claim closure rates, changes in claimant behaviour, changes in the claims 

management system and business processes which have affected the handling and coding of 

claims, changes in the legislative environment, and the reduction from two weeks to a one 

week waiting period for Employment Insurance benefits.  These circumstances, where 

features of the historical data may cause a change in the relationship between past and future 

claims experience underlying the standard actuarial methods, are discussed in Technical 

Appendix D.0. 

B. MANUAL BASIC CASE INCURRED LOSS AND ALAE RATIOS 
(APPENDIX D.5) 

8. Recorded amounts on Manual Basic claims are shown in Appendix D.5, summarized 

according to the component coverages that are relevant to the Enhanced Care model.  The 

ratio of these amounts to the recorded amounts for corresponding Plate Owner coverages are 

then calculated to support the forecasting of future Manual Basic claims costs, which is shown 

in Appendix A.6. 



Insurance Corporation of British Columbia Appendix  D.1

Summary of Incurred Claims Exposure Frequency

Other Enhanced Care Model Coverages
For Fiscal Loss Years 2005/06 to 2019/20

as of June 30, 2020

Plate Owner Basic

(1) (2) (3) (4) (5)

Fiscal Loss Year

Earned Risk 

Exposure BVDC

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage TPL - BI

2005/06 2,562,601               5.27% 0.10% 0.27% 0.05%

2006/07 2,634,785               5.29% 0.10% 0.26% 0.06%

2007/08 2,709,074               5.11% 0.09% 0.26% 0.05%

2008/09 2,760,413               4.95% 0.08% 0.25% 0.04%

2009/10 2,785,866               4.64% 0.08% 0.24% 0.04%

2010/11 2,827,554               4.57% 0.09% 0.24% 0.05%

2011/12 2,862,519               4.43% 0.09% 0.24% 0.05%

2012/13 2,902,524               4.38% 0.10% 0.24% 0.04%

2013/14 2,950,152               4.34% 0.07% 0.23% 0.04%

2014/15 3,008,065               4.33% 0.09% 0.21% 0.04%

2015/16 3,091,385               4.53% 0.08% 0.22% 0.03%

2016/17 3,169,725               4.63% 0.08% 0.22% 0.03%

2017/18 3,252,653               4.44% 0.08% 0.19% 0.03%

2018/19 3,303,506               4.14% 0.07% 0.18% 0.03%

2019/20 3,350,822               3.79% 0.07% 0.17% 0.03%

Incurred Frequency = Incurred Count ÷ Earned Risk Exposure

T. Appendix: D.1.1 D.2.1 D.3.1 D.4.1

Column: (1) (1) (1) (1)

(1) Earned risk exposure from internal ICBC database

Incurred Count 

Source

PY 2021 Actuarial Analysis
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Summary of Incurred Claim Frequency

Current Accident Benefits Coverages
For Fiscal Loss Years 2005/06 to 2019/20

as of August 31, 2020

Plate Owner Basic

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

Fiscal Loss Year

Earned Risk 

Exposure

Medical 

Rehabilitation Weekly Benefits Death Benefits

2005/06 2,562,601               1.86% 0.23% 0.014%

2006/07 2,634,785               1.73% 0.21% 0.012%

2007/08 2,709,074               1.66% 0.19% 0.012%

2008/09 2,760,413               1.54% 0.18% 0.010%

2009/10 2,785,866               1.51% 0.16% 0.011%

2010/11 2,827,554               1.54% 0.16% 0.009%

2011/12 2,862,519               1.56% 0.17% 0.008%

2012/13 2,902,524               1.57% 0.16% 0.006%

2013/14 2,950,152               1.55% 0.14% 0.007%

2014/15 3,008,065               1.59% 0.15% 0.007%

2015/16 3,091,385               1.68% 0.15% 0.007%

2016/17 3,169,725               1.72% 0.13% 0.007%

2017/18 3,252,653               1.74% 0.10% 0.007%

2018/19 3,303,506               1.61% 0.08% 0.007%

2019/20 3,350,812               1.59% 0.12% 0.006%

Incurred Frequency = Incurred Count ÷ Earned Risk Exposure

T. Appendix: D.7.1 D.8.1 D.9.1

Column: (1) (1) (1)

(1) Earned risk exposure from internal ICBC database

Incurred Count 

Source

PY 2021 Actuarial Analysis
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Summary of Incurred Severity ($)

Other Enhanced Care Model Coverages
For Fiscal Loss Years 2005/06 to 2019/20

as of June 30, 2020

Plate Owner Basic

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

Fiscal Loss Year BVDC

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage TPL - BI

2005/06 2,208                      3,925                      3,327                      24,763                    

2006/07 2,270                      4,187                      3,372                      21,657                    

2007/08 2,354                      3,885                      3,988                      24,973                    

2008/09 2,390                      4,263                      3,816                      23,845                    

2009/10 2,442                      4,093                      3,807                      22,284                    

2010/11 2,529                      4,015                      3,702                      31,510                    

2011/12 2,562                      3,954                      4,319                      25,730                    

2012/13 2,629                      4,061                      3,921                      26,825                    

2013/14 2,738                      5,056                      4,556                      41,155                    

2014/15 2,938                      5,122                      4,625                      42,337                    

2015/16 3,205                      5,462                      4,682                      42,348                    

2016/17 3,448                      5,860                      5,582                      53,083                    

2017/18 3,687                      5,821                      6,161                      48,478                    

2018/19 3,833                      6,522                      5,832                      58,436                    

2019/20 4,101                      6,945                      5,972                      59,682                    

Incurred Severity = Incurred Loss and ALAE ÷ Incurred Count

T. Appendix: D.1.1 D.2.1 D.3.1 D.4.1

Column: (4) (4) (4) (2)

T. Appendix: D.1.1 D.2.1 D.3.1 D.4.1

Column: (1) (1) (1) (1)

Incurred Loss and 

ALAE Source

Incurred Count 

Source

PY 2021 Actuarial Analysis
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Summary of Incurred Severity ($)

Current Accident Benefits Coverages
For Fiscal Loss Years 2005/06 to 2019/20

as of August 31, 2020

Plate Owner Basic

(1) (2)

Fiscal Loss Year

Medical 

Rehabilitation Weekly Benefits

2005/06 1,762                      5,950                      

2006/07 1,766                      6,942                      

2007/08 1,801                      6,994                      

2008/09 2,012                      7,809                      

2009/10 2,172                      7,954                      

2010/11 2,241                      8,184                      

2011/12 2,300                      7,475                      

2012/13 2,445                      8,357                      

2013/14 2,790                      10,273                    

2014/15 2,998                      9,444                      

2015/16 2,991                      9,526                      

2016/17 2,973                      10,231                    

2017/18 3,404                      11,832                    

2018/19 4,175                      12,655                    

2019/20 7,527                      22,698                    

Incurred Severity = Incurred Loss and ALAE ÷ Incurred Count

T. Appendix: D.7.1 D.8.1

Column: (2) (2)

T. Appendix: D.7.1 D.8.1

Column: (1) (1)

Incurred Loss and 

ALAE Source

Incurred Count 

Source

Note: Death Benefits severity is not shown because it is not used in the December 

2020 EY Enhanced Accident Benefits Costing Report.

PY 2021 Actuarial Analysis
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Summary of Manual Basic Incurred Loss and ALAE
For Fiscal Loss Years 2014/15 to 2019/20

as of June 30, 2020

A - Manual Basic Case Incurred Loss and ALAE ($ 000's)

Fiscal Loss Year

AB 

(Including DB) BVDC

TPL - Vehicle 

Damage

TPL - Non-

Vehicle Damage TPL - BI

Collision & 

Specified Perils

2014/15 3,375                 7,052                 285                    616                    629                    2,092                   

2015/16 4,220                 8,223                 383                    724                    1,793                 2,069                   

2016/17 4,034                 10,449               429                    598                    441                    2,650                   

2017/18 5,656                 10,408               619                    522                    1,774                 2,822                   

2018/19 5,770                 10,657               415                    701                    1,133                 3,159                   

2019/20 5,919                 11,204               498                    512                    524                    3,652                   

B - Plate Owner Case Incurred Loss and ALAE ($ 000's)

Fiscal Loss Year

AB 

(Including DB) BVDC

TPL - Vehicle 

Damage

TPL - Non-

Vehicle Damage TPL - BI

2014/15 202,480             383,936             14,635               30,360               44,812               

2015/16 234,990             449,231             14,191               32,291               41,264               

2016/17 253,855             506,900             14,272               40,401               54,027               

2017/18 301,507             533,825             15,568               40,887               41,300               

2018/19 325,931             537,762             16,637               39,832               42,666               

2019/20 318,146             557,720             14,941               32,812               27,297               

C - Manual Basic as a Percentage of Plate Owner

AB 

(Including DB) BVDC

TPL - Vehicle 

Damage

TPL - Non-

Vehicle Damage TPL - BI

Collision & 

Specified Perils

1.83% 1.98% 3.25% 1.53% 3.08% 0.59%

(A) From T. Appendix D.5.2

(B) From T. Appendix D.5.3

(C) Selections from T. Appendix D.5.1

PY 2021 Actuarial Analysis
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PROSPECTIVE ADJUSTMENTS  

1. Loss trend modelling relies on the data and information available at the time of the 

rate indication analysis to forecast the average costs for claims associated with policies written 

in the upcoming policy years, such that it does not reflect impacts from imminent or recent 

changes.  As required by actuarial standard of practice section 2620.05,1 when a future event 

that will influence (either positively or negatively) the number or cost of future claims is not 

accounted for within the loss trend models, a specific adjustment is made to the estimated 

claims costs for the prospective policy year (PY) in order to reflect the impact of the event.  

This is known as a prospective adjustment.  The need for any particular prospective 

adjustment is transitory; as time passes, the actual impact of the event becomes reflected in 

the data itself and in the loss trends so that it becomes unnecessary to include an adjustment.  

In some cases a partial adjustment may be needed until the amount is fully reflected in the 

loss trend.   

2. As in past revenue requirements applications (RRAs), the Insurance Corporation of 

British Columbia (ICBC) applies a framework described in Section A for determining 

prospective adjustments in accordance with accepted actuarial practice.  Under this 

established framework, prospective adjustments are included for events where relevant and 

sufficient information is available to estimate the adjustments, while taking into consideration 

the fact that the cost and effort expended in pursuit of estimates must be balanced against 

the transitory benefit of including an adjustment for any particular event.   

3. In the 2019 RRA, ICBC included five prospective adjustments in the analysis to 

determine the rate indication for PY 2019, none of which are candidates for prospective 

adjustments in this Application for the following reasons: 

 The largest prospective adjustment was for savings related to product reform under 

the Rate Affordability Action Plan (RAAP) which came into effect on April 1, 2019.  

Since these savings do not apply to claims associated with Enhanced Care coming into 

effect on May 1, 2021, the April 1, 2019 product reform has no impact on the indicated 

rate change in this Application.  

                                                           
1 Section 2620.05 of the SOP states that “The actuary would consider that the subject experience, related experience, 
and future cash flows may be affected by changes in circumstances that may affect expected claim costs, expense 
costs, and provision for profit.” Canadian Institute of Actuaries, (n.d.), Standards of Practice. Retrieved from, 
https://www.cia-ica.ca/publications/standards-of-practice. 

https://www.cia-ica.ca/publications/standards-of-practice
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 Savings from the counter-fraud program were limited to fraudulent non-minor bodily 

injury (BI) claims.  With the shift in focus from claims settlement (BI claims) to 

providing care (enhanced accident benefit (EAB) claims) under Enhanced Care, the 

savings from the current counter-fraud program are expected to be reduced.  Without 

sufficient information as to how the counter-fraud program will affect claims post 

May 1, 2021, ICBC is not able to quantify the impact of this program at this time.  After 

ICBC transitions to Enhanced Care, collection and analysis of data will allow for future 

quantification of such impact, if applicable.   

 The other three prospective adjustments were based on road safety initiatives which 

are considered to be incorporated within the claims cost trends that are used in this 

Application. 

A ICBC USES ESTABLISHED FRAMEWORK FOR ASSESSING 
PROSPECTIVE ADJUSTMENTS 

4. A prospective adjustment considers province-wide claims costs or savings arising from 

a particular event or initiative, in advance of the occurrence of that event.  A prospective 

adjustment is based on evidence that supports the production of an unbiased best estimate 

of its impact on claims costs for a future policy year.   

5. ICBC’s actuaries consult with internal experts on a regular basis to identify upcoming 

events that may result in future costs or savings.  The events so identified are then considered 

as candidates for prospective adjustment.  Each candidate event is examined to assess the 

evidence indicating its potential to effect a change in loss cost.  If a change is expected, 

relevant internal and external data is collected to estimate the amount of the future costs or 

savings.  The blending of information from subject experience with information from one or 

more sets of related experience can improve the predictive value of estimates.  Section B 

below describes the events considered for prospective adjustments in this Application. 

6. The candidate events for which prospective adjustments are considered must qualify 

under four criteria.  These criteria remain unchanged from previous RRAs: 

1. Timing 

The implementation/completion of the project, initiative, or event is highly probable 

and the impact on costs or savings is expected within the prospective policy year. 
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2. Causal Relationship to Claims Costs or Savings 

The project, initiative, or event is expected to impact claims costs, either directly or 

indirectly. 

3. Estimable Costs or Savings 

A credible estimation of the project’s, initiative’s, or event’s impact on ICBC claims 

costs is available, or can be produced based on BC data or generalizable results from 

other jurisdictions. 

4. Significant Impact 

i. The costs or savings to be realized within the prospective policy year are significant. 

ii. A prospective adjustment may still be included for a candidate event, which is not 

expected to produce a significant impact, if a credible estimate is readily available. 

7. Candidate events are evaluated according to these criteria in the following three-step 

process: 

 Step 1 – The first step relates primarily to the first two criteria.  Internal experts are 

consulted in order to identify candidate events that are considered likely to occur within 

the scope of the upcoming policy year, and that have an intuitive causal relationship 

to future claims costs or savings.  If there is significant uncertainty that a candidate 

event will occur within the scope of the upcoming policy year, it will not be considered 

as a prospective adjustment.  It may, however, continue to be considered as a 

candidate event in future years. 

 Step 2 – The second step relates to infrastructure and road use changes, which are 

considered a special case.  For projects with significant potential impacts on claims as 

a result of infrastructure or road use changes, ICBC will attempt to obtain credible 

estimates that are developed on behalf of project sponsors and can be used to estimate 

the amount of future claims costs or savings as a result of the change. 

 Step 3 – The third step relates primarily to the third criterion.  The remaining 

candidate events at this stage are assessed to determine if credible estimates can be 

determined for the costs or savings they represent.  In the case of internal initiatives, 

this is often done through the use of pilot programs.  A pilot program would involve a 

small group of customers and therefore not result in significant savings in itself, but 

can generate credible data which can subsequently be used for the estimation of 
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savings associated with a full roll-out of the initiative.  Where a pilot program is not 

used, alternative internal or external information is collected in order to assess the 

potential impact of the candidate event.  If insufficient evidence is available to provide 

a credible estimate of the costs or savings generated by a candidate event, then no 

prospective adjustment is made. 

8. Although the absence of a credible estimate of its impact disqualifies an event from 

consideration as a prospective adjustment, it should be noted that over time the overall rate 

impact from the event will ultimately reflect any actual costs or savings generated.  This is 

because ICBC operates in a closed system where any forecast variance flows through Basic 

capital, triggering a correction to future premium rates. 

B EVENTS CONSIDERED FOR PROSPECTIVE ADJUSTMENTS  

9. In this Application ICBC is applying for a rate change related to the introduction of 

Enhanced Care; therefore, only events likely to impact the costs associated with the new 

coverages under the Enhanced Care model have been considered for prospective 

adjustments.  No such prospective adjustments have been identified for this Application.  

10. ICBC considered whether it should include a prospective adjustment for Enhanced Care 

itself and for two other events:  the Material Damage (MD) program under RAAP (MD RAAP) 

and the Coronavirus pandemic “COVID-19”.  These events are discussed in the sections below. 

B.1 ENHANCED CARE IS NOT ITSELF A BASIS FOR A PROSPECTIVE ADJUSTMENT  

11. The impact from the introduction of Enhanced Care itself is not considered as a 

prospective adjustment either for the following reasons: 

 The introduction of Enhanced Care for PY 2021 represents such a profound change in 

ICBC’s insurance product that it required ICBC to base its Application for the new EAB 

claims cost on data from external parties, due to the lack of internal claims cost data 

relating to the new product.  This is different from the circumstances in the 2019 RRA 

when the changes in claims costs resulting from product reform under RAAP were 

incorporated in the analysis using a prospective adjustment.  

 For the analysis of claims cost trends related to MD RAAP, ICBC has used internal 

claims cost data and, as in the past, has considered relevant business, economic, and 

social influences, including the impact of gradual changes and established initiatives.  
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Examples of gradual changes would include the infiltration of new vehicle safety 

technologies into the population of insured vehicles in BC, and the impact of prior year 

road safety initiatives.  Prospective adjustments are only considered for events which 

are new or significantly different from those that are included in the loss trend analysis.  

Inclusion of a prospective adjustment for an event with a gradual or established 

influence on the loss trend could result in double counting of estimated costs or 

savings.  Such double counting is inconsistent with accepted actuarial practice which 

requires an unbiased best estimate of future costs. 

B.2 MATERIAL DAMAGE CHANGES ALREADY REFLECTED IN TRENDS  

12. In the 2019 RRA, ICBC mentioned that it was moving forward with the redesign of the 

collision repair program to establish appropriate tiering in consultation with industry.  This 

process has the potential to affect costs associated with MD claims through higher efficiency 

in the repair shops.  However, at that time, ICBC determined that this program should not be 

included as a prospective adjustment, because there was significant uncertainty with respect 

to the program’s impact on claims costs for PY 2019 (see Section A, Step 1 of the process for 

evaluating the criteria for candidate events).   

13. ICBC launched the new collision repair program in February 2020 followed by similar 

changes to the glass repair program in March 2020.  The programs modernized the collision 

and glass repair programs to raise the standard of performance while introducing cost savings 

through increased efficiencies for Material Damage claims.  The benefits of the programs have 

been considered within the selection of the loss cost trends for PY 2021, which would 

otherwise be higher.  Since the savings are included as part of the loss cost trend, this 

program is no longer a candidate for a prospective adjustment.  

B.3 COVID-19 PROSPECTIVE AJUSTMENT NOT REQUIRED 

14. In the early months of the pandemic, after the World Health Organization’s official 

declaration of the pandemic followed by the BC government’s announcement of a state of 

emergency on March 17, 2020, ICBC recorded reductions in both claims frequency and 

premium revenue.  People were encouraged to stay close to home and avoid non-essential 

travel between communities during the Phases 1 and 2 of BC’s Restart Plan.  This resulted in 

fewer vehicles on BC roads, leading to fewer crashes and fewer claims filed by ICBC 

customers, and resulting in a favourable impact on current year claims costs.  At the same 

time, ICBC took in lower premium revenue due to fewer customers purchasing or renewing 
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policies, and more customers cancelling their policies or reducing insurance coverage.2  Since 

BC entered Phase 3 of its Restart Plan on June 24, 2020, more people returned to travelling 

on BC roads, causing both claims frequency and premium revenues to start to move back 

towards pre-pandemic levels.   

15. PY 2021 crash frequency may be impacted by the pandemic if COVID-19 persists 

beyond May 1, 2021 or if there are long-term impacts as a result of COVID-19.  There are 

many unknowns that will influence the ultimate impact COVID-19 will have on insurance costs, 

including the following examples: 

 It is unclear how long BC will be in Phase 3.  Data until this point has supported 

favourable crash numbers within the province (as well as other jurisdictions) during 

Phase 3, but with vaccines becoming available, it is unclear how long BC will remain 

in this Phase.   

 It is unclear how crash frequency will change after BC moves into Phase 4 of its Restart 

Plan.  Phase 4 may bring additional congestion and traffic if borders are open and 

tourism increases.  Customers may continue to avoid transit which could increase the 

number of drivers on the road and have an unfavourable impact on crash trends.  On 

the other hand, it is expected that most businesses will continue with some form of 

working from home policy for their employees which could contribute favourably to 

crash trends.  

 It is unclear when and how COVID-19 will impact crash frequency over the long term.  

There is much speculation on how fast the population will be vaccinated and how fast 

the economy will recover, including international travel.  Long-term impacts to driving 

behaviour could be positive or negative for the reasons described above depending on 

how long Phase 4 lasts and how drivers have adapted to the new “normal”.     

16. This is a unique event for which no prior data is available to model, and for which there 

are many views on how driving behaviour will change as a result of the pandemic.  ICBC 

acknowledges that there will likely be an impact post May 1, 2021 due to COVID-19.  However, 

in the absence of credible data and no clear consensus of when and to what extent  

COVID-19 will impact trends, ICBC’s best estimate at this time assumes that crash trends will 

                                                           
2 ICBC Q1 financial results update https://www.icbc.com/about-icbc/newsroom/Pages/2020-sept10.aspx. 

https://www.icbc.com/about-icbc/newsroom/Pages/2020-sept10.aspx


 2021 RRA Chapter 3, Appendix E.0 Prospective Adjustments 

Insurance Corporation of British Columbia 7 
December 15, 2020 

return to pre-COVID-19 levels with no long-term impacts to driving behaviour.  Therefore, no 

prospective adjustment is needed for this Application. 

17. As discussed in paragraph 8 above, although ICBC does not consider COVID-19 a 

candidate for a prospective adjustment, it should be noted that any one time actual costs or 

savings generated from COVID-19 for PY 2021 will ultimately be reflected through Basic 

capital levels since ICBC operates in a closed system where any forecast variance flows into 

its Basic capital and any on-going trend impacts will be accounted for in the following RRA. 
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LOSS AND ALAE PAYMENT PATTERN 

1. 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) 2021.  Investment income is earned on premium revenue between 

the time premiums are collected and the time losses are paid.  This investment income is 

referred to as “Investment Income on Policyholder Supplied Funds” and reduces the required 

premium amount, as shown in Appendix A.1.  The analysis to estimate the timing of the 

payments for the loss and allocated loss adjustment expense (ALAE) amounts is provided in 

Appendix Set F.    

2. The Loss and ALAE payment pattern is the payout stream of loss and ALAE in a given 

policy year period.  Historical paid loss and ALAE data is examined to determine the payout 

patterns in order to project the percentage of PY 2021 incurred loss and ALAE to be paid in 

each successive period (quarter or year) until such time as all PY 2021 claims are closed.  

Quarter to quarter payment percentages for the first eight quarters are estimated and, 

thereafter, annual payment percentages are used for a total payout pattern spanning 48 years 

for Income Replacement and Indemnity (IRI), 35 years for Medical and Rehabilitation (MR), 

and up to 18 years for all other coverages.  

3. The steps and methodology that ICBC’s actuaries followed to forecast the payment 

patterns are discussed in Technical Appendix F.0.  Details of the historical payment data and 

analysis by coverage are provided in Technical Appendices F.1 to F.7.  The results of this 

payment pattern forecast (paid to ultimate ratios) are presented in Appendix F.1 which are 

then used in Technical Appendices A.1.1 through A.3.1 to allocate the projected incurred  

PY 2021 loss and ALAE to each future period. 

IMPACT ON LOSS AND ALAE PAYMENT PATTERNS ARISING FROM 

ENHANCED CARE MODEL 

4. The Enhanced Care model will provide additional medical and income replacement 

benefits to customers as well as a fundamental shift in how these benefits are provided 

through the Basic insurance coverages.  Instead of one-time lump sum settlement payments 

under the Bodily Injury (BI) coverage in the current system, the majority of benefits will be 

paid as they are incurred under the Enhanced Accident Benefit (EAB) coverage.  Additional 

benefits, such as income replacement and indemnity benefits for students, non-earners, and 

caregivers, will also be available to customers under the EAB coverage.  As a result, about 
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70% of the Basic insurance claims costs will be from EAB coverages, which are expected to 

have longer payment patterns than the current Accident Benefit coverages and the other 

Basic insurance coverages.  A shift to longer payment patterns allows ICBC to earn additional 

investment income from PY 2021 premiums which benefits customers since investment 

income is used to reduce the PY 2021 required premium.  The impact of this change is a 

favourable 8.9 percentage points of rate for PY 2021.   

5. Specific impacts to payment patterns for EAB coverages are discussed below.  For 

other Basic insurance coverages, the move to the new Enhanced Care model is not expected 

to impact payment patterns significantly. 

6. For EAB coverages, the new Medical Rehabilitation (MR), Income Replacement and 

Indemnity (IRI), Permanent Impairment and Death Benefit coverages replace the current MR, 

Weekly Benefit (WB), and Death Benefit (DB) coverages used in prior revenue requirements 

applications (RRAs).  To demonstrate the changes in their payment patterns under Enhanced 

Care, Figures F.0.1 and F.0.2 below show the expected payment patterns for MR and IRI 

coverage used in this Application compared to the payment patterns for MR and WB coverages 

in the 2019 RRA.  Please refer to Technical Appendix F.0 for the data and assumptions used 

to approximate these patterns. 

Figure F.0.1 – PY 2019 and PY 2021 MR Payment Patterns Comparison 
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Figure F.0.2 – PY 2019 and PY 2021 IRI Payment Patterns Comparison1 

   

7. As the graphs show, the Loss and ALAE payments under the new EAB coverages are 

expected to be made over a much longer period of time compared to the payments under the 

current coverages.  As a result, a lower proportion of the payments are expected to be made 

within the first seven years, moving more payments to the eighth and subsequent years, with 

payments even continuing at a meaningful level beyond 25 years after the loss has occurred.  

 

                                                           
1 Weekly Benefits coverage from 2019 RRA is used in the comparison. 
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Medical 

Rehabilitation

Income 

Replacement and 

Indemnity

Permanent 

Impairment and 

Death Benefits

Basic Vehicle 

Damage Coverage

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage 
TPL - Bodily Injury

(1) (2) (3) (4) (5) (6) (7)

Year 1-Q1 0.11% 0.05% 0.18% 0.64% 0.47% 0.27% 0.02%

Year 1-Q2 1.12% 0.52% 0.94% 4.63% 3.36% 1.96% 0.15%

Year 1-Q3 2.92% 1.60% 2.65% 11.05% 8.02% 4.68% 0.46%

Year 1-Q4 6.39% 3.56% 4.19% 17.56% 12.74% 7.44% 1.22%

Year 2-Q1 5.43% 2.46% 10.34% 17.14% 16.28% 13.64% 1.44%

Year 2-Q2 6.26% 2.97% 8.40% 14.62% 13.89% 11.64% 2.11%

Year 2-Q3 5.29% 3.08% 4.96% 9.90% 9.40% 7.88% 2.25%

Year 2-Q4 5.52% 3.17% 4.69% 6.69% 6.36% 5.33% 3.48%

Year 3 15.66% 9.24% 33.23% 15.91% 24.60% 33.27% 16.95%

Year 4 5.70% 5.92% 16.56% 1.59% 3.62% 10.29% 19.54%

Year 5 3.39% 4.84% 5.39% 0.19% 0.82% 1.67% 17.88%

Year 6 2.28% 4.06% 2.41% 0.06% 0.45% 0.85% 12.42%

Year 7 1.80% 3.54% 1.24% 0.02% 0.48% 7.84%

Year 8 1.86% 3.23% 0.93% 0.30% 5.29%

Year 9 1.91% 3.03% 0.82% 0.18% 3.93%

Year 10 1.97% 2.85% 0.58% 0.07% 2.29%

Year 11 2.03% 2.70% 0.39% 0.05% 0.86%

Year 12 2.09% 2.54% 0.37% 1.01%

Year 13 2.15% 2.40% 0.39% 0.57%

Year 14 2.16% 2.27% 0.39% 0.17%

Year 15 1.97% 2.06% 0.37% 0.12%

Year 16 1.66% 1.95% 0.30%

Year 17 1.43% 1.92% 0.20%

Year 18 1.34% 1.91% 0.07%

Year 19 1.33% 1.87%

Year 20 1.33% 1.79%

Year 21 1.28% 1.71%

Year 22 1.24% 1.62%

Year 23 1.19% 1.54%

Year 24 1.15% 1.46%

Year 25 1.11% 1.39%

Year 26 1.06% 1.31%

Year 27 1.02% 1.24%

Year 28 0.98% 1.17%

Year 29 0.94% 1.11%

Year 30 0.90% 1.04%

Year 31 0.87% 0.98%

Year 32 0.83% 0.92%

Year 33 0.80% 0.87%

Year 34 0.76% 0.82%

Year 35 0.73% 0.77%

Year 36 0.72%

Year 37 0.67%

Year 38 0.63%

Year 39 0.59%

Year 40 0.55%

Year 41 0.52%

Year 42 0.49%

Year 43 0.45%

Year 44 0.42%

Year 45 0.40%

Year 46 0.37%

Year 47 0.35%

Year 48 0.32%

Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Notes:
(1) Technical Appendix F.1 Column (e)
(2) Technical Appendix F.2 Column (e)
(3) Technical Appendix F.3 Column (e)
(4) Technical Appendix F.4 Row (f)
(5) Technical Appendix F.5 Row (f)
(6) Technical Appendix F.6 Row (f)
(7) Technical Appendix F.7 Row (f)

Paid to Ultimate Ratios

PY 2021 Actuarial Analaysis
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INVESTMENT INCOME ON BASIC EQUITY AND CAPITAL PROVISION 

1. Appendix G.1 provides the calculations for the policy year (PY) 2021 investment 

income on Basic Equity and the capital provision components (maintenance and build) 

included in the required premium shown in Appendix A.1.  Appendix G.2 allocates these 

components to Basic coverages. 

A INVESTMENT INCOME ON BASIC EQUITY 

2. Among the components of the required premium presented in Appendix A.1, there are 

two sources of investment income both of which benefit Basic policyholders: investment 

income on policyholder supplied funds as described in Appendix A.2 row (s) and investment 

income on Basic Equity as presented in Appendix G.1, row (g).   

3. Investment income on Basic Equity is calculated as the Yield on Basic Equity (YBE) 

multiplied by the Basic Equity adjusted to remove the impact of discounting (i.e., the reduction 

for the time value of money) and the Provision for Adverse Deviations (PfAD).  Without the 

adjustment to remove the discounting impacts on claims costs, the investment income would 

be double counted.  The PfAD is required under accepted actuarial practice for financial 

statement reporting purposes and it is a provision to adjust the best estimate of the claims 

liabilities to a greater amount on account of the uncertainty inherent in the estimation process.  

According to accepted actuarial practice, the PY 2021 rate indication analysis should rely on 

the best estimate of claims costs based on all of the information available at the time of the 

estimate.  The PfAD provision is therefore removed from the Basic Equity in the rate indication 

analysis. 

4. The Basic Equity used in the calculation is as at the fiscal year end prior to the start of 

the policy period.  The fiscal year end (March 31) is normally aligned with the effective date 

of the policy periods (e.g., April 1).  Basic Equity as at March 31, 2021 is used in the calculation 

of the investment income on Basic Equity for PY 2021-1. This is used as a simplification, since 

PY 2021-1 covers the period May 1, 2021 to March 31, 2022 and March 31 is a month prior 

to the effective date of the policy year. It is assumed the Equity growth for the month of 

April 2021 will be $0.  

5. The investment income on Basic Equity for PY 2021-1 is calculated as 11 months of  

investment income using the PY 2021-1 Yield on Basic Equity (YBE), while the PY 2021-2 is 

calculated as 12 months of investment income using the PY 2021-2 YBE to reflect the different 
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lengths of the policy periods.  The YBE rates for these two periods are determined in  

Chapter 5, Section D.2.    

6. The investment income on Basic Equity for each policy period is allocated to each 

coverage using the proportions of PY 2021-1 Incurred Loss and ALAE by coverage, and shown 

in Appendix G.2 rows (c) and (g).  The PY 2021-1 proportions are used for both policy periods 

as a simplification, since the incurred distributions for each are almost identical and this has 

no impact on the rate change to cover costs.  

B CAPITAL PROVISIONS 

7. As indicated in Chapter 2, 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.  The calculation of the capital maintenance amounts for the two 

policy periods, PY 2021-1 and PY 2021-2, is shown in Appendix G.1, with the results shown 

in row (t). 

8. The amended Special Direction IC2 also requires that the rate change include a capital 

build provision for PY 2021 that would result in 11.5 percentage points (ppt) impact to the 

rate indication, after accounting for investment income and expenses that vary with the 

amount of premium collected from a policyholder.  The derivation of the capital build amounts 

complying with this requirement are shown in Appendix G.1 with the results in row (r).  The 

calculation is described in the following paragraphs: 

 The derivation of the adjustment for expenses that vary with the amount of premium 

collected from a policyholder (premium tax and other variable expenses) is shown in 

row (h) to (m).   

 A discounting factor, as shown in row (p), is then applied to the PY 2021 capital build 

before allocating the amount into PY 2021-1 and PY 2021-2, based on the number of 

policies in each period.  This discounting factor accounts for the investment income 

adjustment, as shown in row (q), specified in the amended Special Direction IC2.  
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9. The total capital provision for each of the policy periods is equal to the sum of the 

capital build provision and the capital maintenance provision as shown in Appendix G.1  

rows (r) and (t). 

10. In Appendix G.2 rows (d), (e), (h) and (i), the capital maintenance and build for each 

policy period are allocated to each coverage using the same proportions as for the allocation 

of investment income on Basic Equity discussed above.  
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PY 2021 Investment Income on Basic Equity and Capital Provision
($ 000's)

ADJUSTED EQUITY PY 2021-1 PY 2021-2

(a)                   87,308               319,094 

Remove the Effect of Discounting on Unpaid Loss and Loss Adjustment Expenses

(b) Amount of Discount (606,282)              (581,852)            

(c) Provision for Adverse Deviation 1,062,665             963,870              

(d) Total 456,383                382,017              (b) + (c)

(e) 543,692                701,111              (a) + (d)

INVESTMENT INCOME

(f) Yield on Basic Equity 2.75% 3.01%

(g) Investment Income on Basic Equity 13,676                  21,081                PY 2021-1= (e) x (1 + (f))^(11/12) - (e) ; PY 2021-2= (e) x (f)

CAPITAL BUILD PY 2021-1 PY 2021-2 PY 2021

(h) PY 2021 Capital Build Rate Impact Including Impact from Investment Income and Expenses that Vary with Premium  11.50% from amended Special Direction IC2

(i) PY 2021 Projected Premium 7,098,736 from Appendix A.1 row (aa)

(j) PY 2021 Capital Build prior to Adjustments 816,355          (h) x (i)

Adjustments

(k) Adjustment for Premium Tax  35,920            (j) x premium tax rate (u)

(l) Adjustment for Variable Broker Fee  602                 (j) x (w) x Manual Basic allocation from G.2, row (b)

(m) Capital Build Net of Expenses that Vary with Premium  779,833          (j) - (k) - (l)

(n) Written Exposures (Excluding Trailers and ORV) 3,223,117             3,634,977           6,858,095       from Appendix B.1.1, row (a) and B.3.1, row (a) 

(o) Policy Period Weighting 47% 53% Proportion of exposure in each period: (n) / (n) total

(p) Discount Adjustment Factor (From Midpoint of PY 2021 to the End of Each Policy Period) 0.9985                  1.0352                1.0180            Calculated using New Money Rate (v); PY 2021 based on weighted average using (o)

(q) Adjustment for Investment Income  14,014            ((m) * ((p) - 1)

(r) Capital Build Net of Investment Income and Expenses that Vary with Premium  373,087                420,761              793,848          ((m) + (q)) * (o)

CAPITAL MAINTENANCE PY 2021-1 PY 2021-2

(s) PY 2019 Capital Maintenance Per Exposure ($) 21                         21                       from PY 2019 RRA Chapter 2 Fig. 2.1 row (c)

(t) Capital Maintenance 68,501                  77,255                (n) x (s)

Inputs

(u) Premium Tax Rate 4.40% Technical Appendix A.1.1

(v) New Money Rate 3.68% Technical Appendix A.1.1

(w) Effective Variable Broker Fee % 3.6% Appendix H.4 column (4)

Notes:

(a) Source: Forecast based on second quarter of fiscal year 2020/21. PY 2021-1 Basic Equity is based on forecast to March 31, 2021 and PY 2021-2 Basic Equity is to March 31, 2022.

(b) & (c)  Source: Internal discounting analysis as of the second quarter of fiscal year 2020/21.

(e) In computing the income on equity to be credited to the policyholders, equity is restated to reflect full value reserves.

    This is necessary because policyholders already receive credit for investment income on reserves through the discounted cash flow method.

(l) Variable broker fees are only applied to Manual Basic premium, as discussed in Appendix H.0.

Basic Equity at Fiscal Year End Prior to the Policy Period

Adjusted Basic Equity at the Fiscal Year End Prior to the Policy Period

(f) The Yield on Basic Equity is the rate of return used to calculate income on Basic equity and is discussed in further detail in Chapter 5, Section D.2.

(g) The total expected investment income from Adjusted Basic equity for PY 2021-1 and PY 2021-2. As PY 2021-1 is an 11 month period, the income is accumulated for 11 months rather than 12.

PY 2021 Actuarial Analaysis
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Allocation of Investment Income and Capital Provision to Coverage
($ 000's)

ALLOCATION BASE Manual Total Basic

Enhanced Accident 

Benefits BVDC Third Party Liability Total

(1) (2) (3) (4) (5) (6)

(a) PY 2021-1 Incurred Loss & ALAE                     1,475,725                        576,400                        114,152 2,166,277                                            44,658 2,210,935                   

(b) % of Total Basic 67% 26% 5% 98% 2% 100% (a) / (a) col (6)

Manual Total Basic

Enhanced Accident 

Benefits BVDC Third Party Liability Total

PY 2021-1

(c) Investment Income 9,128                          3,565                          706                             13,400                        276                             13,676                        (b) x G.1 row (g) column PY 2021-1

(d) Capital Build 249,023                      97,265                        19,263                        365,551                      7,536                          373,087                      (b) x G.1 row (r) column PY 2021-1

(e) Capital Maintenance 45,722                        17,859                        3,537                          67,118                        1,384                          68,501                        (b) x G.1 row (t) column PY 2021-1

(f) Capital Provision 294,745                      115,124                      22,800                        432,669                      8,919                          441,588                      (d) + (e)

PY 2021-2

(g) Investment Income 14,071                        5,496                          1,088                          20,655                        426                             21,081                        (b) x G.1 row (g) column PY 2021-2

(h) Capital Build 280,844                      109,694                      21,724                        412,262                      8,499                          420,761                      (b) x G.1 row (r) column PY 2021-2

(i) Capital Maintenance 51,565                        20,141                        3,989                          75,694                        1,560                          77,255                        (b) x G.1 row (t) column PY 2021-2

(j) Capital Provision 332,409                      129,835                      25,713                        487,956                      10,059                        498,016                      (h) + (i)

Notes:

(a) Sources: Appendix A.2 col. (4)

Plate Owner

Plate Owner

PY 2021 Actuarial Analaysis
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EXPENSE AND MISCELLANEOUS REVENUE 

1. This Appendix provides the calculations for the following expense and miscellaneous 

revenue components that are included in the required premium calculation shown in 

Appendix A.1: 

 Road Safety and Loss Management (RSLM) services and General Expense 

 Miscellaneous Revenue 

 Broker fees   

2. Projected Basic RSLM services and General Expenses:  RSLM services include 

the expenses for road safety initiatives as further discussed in Chapter 7, Appendix 7B, Road 

Safety, and for loss management expenses including counter-fraud initiatives discussed in 

Chapter 4, Appendix 4A, Claims Cost Management.  General expenses, which are operating 

expenses other than claims services expenses as provided in Chapter 6, Operating Expenses 

and Allocation Information, Figure 6.1, include merchant fees which are amounts paid to 

credit card service providers in consideration of their services when a credit card is used to 

pay for an insurance premium.   

3. Both RSLM services and merchant fees are included in separate lines (d) and (g) in 

Appendix H.1.  These costs are recognized at the time of policy inception (i.e., based on a 

written distribution).  Therefore, the costs for PY 2021-1 (column (2)) distributed over the 

11 months from May 1, 2021 to March 31, 2022, are equal to 11/12 of the fiscal year 2021/22 

costs.  The costs for PY 2021-2 (column (4)) are distributed over the 12 months from 

April 1, 2022 to March 31, 2023, and are equal to 100% of the fiscal year 2022/23 costs.  

4. In contrast, other general expenses (insurance – administrative & other, insurance 

services (excluding merchant fees), and non-insurance expenses in rows (e), (f), and (h)) of 

Appendix H.1 are spread over the life of the policy (i.e., based on an earned distribution).  

These expenses are distributed over 23 months from May 1, 2021 to March 31, 2023 for 

PY 2021-1 (column (1)) and over 24 months from April 1, 2022 to March 31, 2024 for 

PY 2021-2 (column (3)). 

5. Appendix H.2 shows the allocation of these expenses by coverage based on each 

coverage’s proportion of loss and allocated loss adjustment expense (ALAE).  This is done for 

each policy period within PY 2021, as shown in column (2) of Appendix H.3.  
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6. Miscellaneous Revenue, presented in Appendix H.3, includes payment plan finance 

fees (net of interest charged on the money borrowed to fund these policies), surcharges for 

short-term policies, Driver Penalty Point (DPP) premium and Driver Risk Premium (DRP), 

Unlisted Driver Accident Premium (UDAP), and Graduated Licensing Program road test fees. 

The revenues collected from these sources reduce the amount of required premium.    

7. UDAP, shown in column (6), is a new miscellaneous revenue item for this Application. 

As detailed in ICBC’s 2018 Rate Design Application, UDAP is a one-time charge to the 

registered owner of a vehicle when an unlisted driver has a chargeable claim payment (as 

defined in Schedule D of the Basic Insurance Tariff) on that vehicle.  A UDAP can be incurred 

if the unlisted driver is not covered by Unlisted Driver Protection.    

8. These miscellaneous revenues are allocated by coverage based on the proportion of 

loss and ALAE as shown in column (2) of Appendix H.3.  

9. Broker fees are fees paid to brokers for processing insurance transactions.  Broker 

fees are either paid on a per policy basis or are paid based on a percentage of premium, also 

known as the variable broker fee.   

10. Broker fees for Plate Owner insurance transactions are paid on a per policy basis.  ICBC 

plans to increase these fixed fees effective 2021 as discussed in Chapter 4, Appendix 4B, 

Insurance Distribution.  In addition to per policy broker fees, enrollment fees for ICBC’s 

Payment Plan, collection fees, fees for registration of out-of-province vehicles and per-policy 

broker fees paid for Temporary Operation Permits are also included in Appendix H.3  

column (9).   

11. Appendix H.4 shows broker fees for Manual Basic policies, some of which are subject 

to an 11% variable broker fee rate with the following exceptions: 

 Mandatory portions of Fleet Reporting policies for rental companies and government 

fleets, and   

 Temporary Operation Permits, included as part of the “Other” group in Manual Basic 

premium.  These broker fees are paid on a per policy basis and are included in the per 

policy broker fees in Appendix H.3 column (9). 

12. The effective broker fee rate for Manual Basic coverages is the average of the variable 

broker fee rates weighted by the premiums between the two groups of policies, and is shown 

in Appendix H.4.  Variable broker fees are only paid for Manual Basic policies.  
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Projected Policy Year 2021 Road Safety Loss Management (RSLM) and General Expenses
($ 000's)

Based on an 

Earned 

Distribution

Based on a 

Written 

Distribution

Based on an 

Earned 

Distribution

Based on a 

Written 

Distribution

Fiscal Year Proportions for Policy Year (PY) 2021 (1)                       (2)                        (3)                             (4)                             

(a) % of 2022 fiscal year expenses attributable to policies effective in PY 2021 42% 92% 0% 0%

(b) % of 2023 fiscal year expenses attributable to policies effective in PY 2021 50% 0% 50% 100%

(c) % of 2024 fiscal year expenses attributable to policies effective in PY 2021 0% 0% 50% 0%

92% 92% 100% 100%

Basic RSLM and General Expenses

2022 2023 2024 PY 2021-1 PY 2021-2

(5)                            (6)                       (7)                        (8)                             (9)                             

Basic RSLM Services

(d) Road Safety and Loss Management 49,367                50,940            52,509             45,253 50,940 (8) = sumproduct (2) and (d), (9) = sumproduct (4) and (d)

Basic General Expenses

(e) Insurance - Administrative & Other 69,605 73,622 78,733 65,799 76,178 (8) = sumproduct (1) and (e), (9) = sumproduct (3) and (e)

(f) Insurance Services (excluding Merchant Fees) 47,358 47,737 48,707 43,600 48,222 (8) = sumproduct (1) and (f), (9) = sumproduct (3) and (f)

(g) Insurance Services - Merchant Fees 18,396                18,930 19,844 16,863 18,930 (8) = sumproduct (2) and (g), (9) = sumproduct (4) and (g)

(h) Non-insurance 123,740 127,877 132,044 115,483 129,961 (8) = sumproduct (1) and (h), (9) = sumproduct (3) and (h)

(i) Total Basic General Expenses ((e) + (f) + (g) + (h)) 259,099 268,166 279,328 241,744 273,290

Notes:

(d) through (h) forecasts from Chapter 6, Figure 6.1

(2) & (4) Proportions are used to convert the FY expenses into a PY 2021-1 and PY 2021-2 projections for items recognized at the time of policy inception (i.e. written distribution).   Merchant fees and RSLM services are distributed 

using these proportions.

PY 2021-2PY 2021-1

Fiscal Year (ending March 31)

(1) & (3) Proportions are used to convert the fiscal year (FY) expenses into PY 2021-1 and PY 2021-2 projections for the items spread over the life of the policy period (i.e. earned distribution). All general expenses with the exception of 

merchant fees are distributed using these proportions.

Policy Period

PY 2021 Actuarial Analaysis
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Projected Policy Year 2021 RSLM and General Expenses Allocated to Basic Insurance Coverages
($ 000's)

Basic RLSM and General Expenses EAB BVDC

Third Party 

Liability

(1)               (2)               (3)                      (4)                (5)                 

Policy Year 2021-1

(a) Coverage allocation percentages 67% 26% 5% 2% 100%

Basic RSLM Services

(b) Road Safety and Loss Management row (a) x Appendix H.1 row (d) column 8 30,205     11,798     2,336             914           45,253       

Basic General Expenses

(c) Insurance - Administrative & Other row (a) x Appendix H.1 row (e) column 8 43,919 17,154 3,397 1,329 65,799

(d) Insurance Services (excluding Merchant Fees) row (a) x Appendix H.1 row (f) column 8 29,101 11,367 2,251 881 43,600

(e) Insurance Services - Merchant Fees row (a) x Appendix H.1 row (g) column 8 11,255 4,396 871 341 16,863

(f) Non-Insurance row (a) x Appendix H.1 row (h) column 8 77,081 30,107 5,962 2,333 115,483

(g) Total Basic General Expenses ((c) + (d) + (e) + (f)) 161,356 63,024 12,481 4,883 241,744

Policy Year 2021-2

(h) Coverage allocation percentages 67% 26% 5% 2% 100%

Basic RSLM Services

(i) Road Safety and Loss Management row (h)  x Appendix H.1 row (d) column 9 33,958     13,364     2,589             1,029        50,940       

Basic General Expenses

(j) Insurance - Administrative & Other row (h)  x Appendix H.1 row (e) column 9 50,782 19,985 3,871 1,540 76,178

(k) Insurance Services (excluding Merchant Fees) row (h)  x Appendix H.1 row (f) column 9 32,146 12,651 2,450 975 48,222

(l) Insurance Services - Merchant Fees row (h)  x Appendix H.1 row (g) column 9 12,619 4,966 962 383 18,930

(m) Non-Insurance row (h)  x Appendix H.1 row (h) column 9 86,635 34,096 6,604 2,626 129,961

(n) Total Basic General Expenses ((j) + (k) + (l) + (m)) 182,181 71,699 13,887 5,523 273,290

Note:

(a) and (h) From Appendix H.3, column (2).

Plate Owner

Manual Basic Total

PY 2021 Actuarial Analaysis
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Allocation of Miscellaneous Revenue and Miscellaneous Expense Items to Basic Insurance Coverages

($ 000's)

 Miscellaneous 

Expense 

Loss & ALAE

% of Total 

Basic 

Net Payment 

Plan Finance 

Fees

Short-Term 

Surcharge

Driver Penalty 

Points (DPP) 

and Driver 

Risk Premium 

(DRP)

Unlisted Driver 

Accident 

Premium 

(UDAP)

Graduated 

Licensing 

Program Road 

Test Fee and 

Other

Total 

Miscellaneous 

Revenue 

Per-Policy Broker 

Fee

PY 2021-1 (11 months) (1)                            (2)                            (3)                            (4)                            (5)                            (6)                            (7)                            (8)                                 (9)                                  

(a) Plate Owner EAB          1,475,725 67% 32,867             11,350             20,535             190                   4,309                69,250                  65,552                  

(b) Plate Owner BVDC             576,400 26% 12,837             4,433                8,021                74                     1,683                27,048                  25,604                  

(c) Plate Owner Third Party Liability             114,152 5% 2,542                878                   1,588                15                     333                   5,357                    5,071                     

(d) Manual               44,658 2% 995                   343                   621                   6                       130                   2,096                    1,984                     

(e) Total Basic          2,210,935 100% 49,241             17,004             30,765             284                   6,456                103,750                98,211                  

PY 2021-2

(f) Plate Owner EAB          1,737,464 67% 35,106             12,749             19,335             208                   4,695                72,093                  72,675                  

(g) Plate Owner BVDC             683,791 26% 13,816             5,018                7,609                82                     1,848                28,373                  28,602                  

(h) Plate Owner Third Party Liability             132,442 5% 2,676                972                   1,474                16                     358                   5,495                    5,540                     

(i) Manual               52,673 2% 1,064                387                   586                   6                       142                   2,186                    2,203                     

(j) Total Basic          2,606,371 100% 52,663             19,125             29,004             312                   7,043                108,147                109,020                

Notes:

(1) From Appendix A.2 col (4).

(2)  =  (1) ÷ [(1) row (e)] for PY 2021-1; (1) ÷ [(1) row (j)] for PY 2021-2.

(3), (4), (7), (9) : Total source: Corporate Forecasting Department; PY 2021-1 is based on 11/12 of the FY 2022 forecast to reflect the 11-month policy period.

(3), (4), (5), (6), (7), (9) allocated to coverage based on Col (2).

(5) DPP and DRP financial forecast from internal analysis. DPP and DRP forecast reflects the PY 2021 Basic rate change applied to DPP and DRP penalties.

(6) UDAP financial forecast from internal analysis based on year to date billings.

(7) Made up of Graduated Licensing Program road test fee and other non-insurance miscellaneous revenue.

(8) Sum of Col (3) through Col (7).

(3) Payment plan finance fees (also known as service fees), net of interest paid by ICBC on the money borrowed to fund the policies on payment plans.

Miscellaneous Revenue

Coverage

Coverage

PY 2021 Actuarial Analaysis
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Manual Basic Broker Fees
($ 000's)

Coverage / Policy Type

Subject to 11.0% 

Variable Broker Fee

Not Subject to 

Variable Broker 

Fee Total

Subject to 11.0% 

Variable Broker Fee

Not Subject to 

Variable Broker 

Fee Total

(1)                                            (2)                                  (3)                             (5)                                            (6)                                    (7)                                

Garage 27,028 0 27,028 29,703 0 29,703

Fleet Reporting 1,113 60,618 61,731 1,262 68,732 69,994

Other 5,907 7,959 13,865 6,256 7,700 13,956

Total 34,048 68,576 102,624 37,221 76,432 113,652

(a)     % of Total 33% 67% 33% 67%

PY 2021-1 PY 2021-2

(4)                                            (8)                                            

Effective Variable Broker Fee Rate 3.6% 3.6%

Notes:

(1) and (5): Variable broker fee rate of 11% is charged on all Manual Basic policies except those noted in columns (2) and (6).

(3) and (7) From Appendix B.3.1, row (e)

(4) = [Col. (1) Line (a) x 11%] + [Col. (2) Line (a) x 0%].

(8) = [Col. (5) Line (a) x 11%] + [Col. (6) Line (a) x 0%].

PY 2021-1 Manual Basic Written Premium ($ 000's) PY 2021-2 Manual Basic Written Premium ($ 000's)

(2) and (6): No broker fee is charged on the mandatory portions of Fleet Reporting policies for U-drive or government fleets. Temporary Operating Permits, which are included in "Other", are 

subject to a per-policy broker fee (Appendix H.3, column (9)) rather than a variable broker fee.

PY 2021 Actuarial Analaysis
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DETAILED CALCULATION OF REQUIRED PREMIUM  

1. The computation of required premium uses the Discounted Cash Flow Method.  With 

this method, the full value components of required premium are adjusted to reflect the time 

value of money, or, in other words, reflect the investment income expected between the times 

at which premiums are collected and the times at which the individual premium components 

are paid out or received. 

2. Since policy year (PY) 2021 covers a 23-month period, the policy year is split into two 

periods for analysis purposes: PY 2021-1 which represents the first 11 months from May 1, 

2021 to March 31, 2022 and PY 2021-2 which represents the last 12 months from April 1, 

2022 to March 31, 2023.  The components of required premium are forecasted for each of 

the two periods separately then combined to derive the overall PY 2021 rate change in 

Appendix A.1.  Details of the required premium calculation can be found in Section A below. 

3. Technical Appendix A.1.0 contains tables which show two sets of discounted values for 

each policy period: one discounted to the midpoint of each period (i.e., October 15, 2021 for 

PY 2021-1 and October 1, 2022 for PY 2021-2) and the other to the end of the policy period 

(March 31, 2022 for PY 2021-1 and March 31, 2023 for PY2021-2).  These different valuations 

of funds are important for recognizing the time value of money in the computation of required 

premium. 

4. Technical Appendices A.1.1 to A.2.4 lay out the computation of required premium for 

the different coverages under the Enhanced Care model.  The required premiums are obtained 

by discounting the components of premium to the end of the policy period.  The difference 

between the stream of cash inflows (premiums and other income) and the stream of cash 

outflows (losses and expenses), adjusted for the time value of money, is constrained to be 

equal to the capital provision (Appendix G.2). 

5. Finally, required premiums are adjusted to the midpoint of each policy period to reflect 

that premiums will be collected more or less evenly over the course of the period.  The 

midpoint of the policy period is a representative point in time at which to reflect the value of 

the premiums collected. 

6. Benefits for some of the coverages under the Enhanced Care model are updated 

annually based on the BC Consumer Price Index (CPI) and/or the BC Industrial Average Wage.  

This means payments to a claimant will increase over time.  Technical Appendix A.3.1 displays 
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the indexation adjustments to reflect these increases.  Details can be found in Section B 

below. 

A EXPLANATORY NOTES TO REQUIRED PREMIUM CALCULATIONS BY 
COVERAGE  

7. Explanatory notes are provided below for the Technical Appendices listed in 

Figure A.1.1. 

Figure A.1.1 – List of Technical Appendices A.1.1 to A.2.4 

Technical Appendix Coverage Policy Period 

A.1.1 Enhanced Accident Benefits PY 2021-1 

A.1.2 Basic Vehicle Damage Coverage PY 2021-1 

A.1.3 Third Party Liability PY 2021-1 

A.1.4 Manual Basic PY 2021-1 

A.2.1 Enhanced Accident Benefits PY 2021-2 

A.2.2 Basic Vehicle Damage Coverage PY 2021-2 

A.2.3 Third Party Liability PY 2021-2 

A.2.4 Manual Basic PY 2021-2 

8. Column (1) – Required Premium – Required premium is the amount of premium 

required to provide for all losses and expenses anticipated to arise from the policy period; 

and to fund the capital provision mandated by Special Direction IC2 as amended by Order in 

Council 633/2020, December 14, 2020 (B.C. Reg 281/2020).  The total required premium is 

calculated using the Discounted Cash Flow Method, in which the present value of all premiums 

and other income from insurance activities is set equal to the present value of losses plus 

expenses plus capital provision.  Through this method, policyholders receive the benefit of 

reduced premiums because they are credited with the investment income from both the Basic 

equity and from the future cash flow of the premiums associated with the corresponding policy 
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period.  The following mathematical explanation assumes a working knowledge of the 

principles of actuarial ratemaking. 

9. Define the following components of premium: 

 RP = required premium 
 ’ = present value indicator 
 L = loss and ALAE payments 
 U = ULAE payments 
 G = general expense 
 R = road safety and loss management services 
 B = per policy broker fees  
 P = capital provision 
 MR = miscellaneous revenue 
 IE = income on basic equity 
 t = premium tax rate 
 v = variable broker fee rate (manual coverages only) 

10. The required premium, RP, is calculated such that its present value meets the following 

restriction: 

𝑅𝑅𝑃𝑃′ =
𝐿𝐿′ + 𝑈𝑈′ + 𝐺𝐺′ + 𝑅𝑅′ + 𝐵𝐵′ + 𝑃𝑃′ − 𝑀𝑀𝑅𝑅′ − 𝐼𝐼𝐸𝐸′

1.0 − 𝑡𝑡 − 𝑣𝑣
 

11. Column (2) – Miscellaneous Revenue – Miscellaneous revenue (including service 

fees for financing plans, Driver Risk Premium and Driver Penalty Point premium, short-term 

surcharges, Graduated Licensing Program Road Test fee, and Unlisted Driver Accident 

Premium) supplements premium income in supporting payments for losses and expenses.  It 

is assumed to be received uniformly throughout each policy period, in the same manner as 

premiums.  The allocation of these amounts between the Basic insurance coverages is shown 

in columns (3), (4), (5), (6), (7) and (8) of Appendix H.3. 

12. Column (3) – Investment Income on Basic Equity – The amount of investment 

income on Basic equity allocated to each coverage is shown in Appendix G.1.  All Basic equity 

is assumed to generate income at a constant rate of 2.75% for PY 2021-1 and 3.01% for PY 

2021-2.  These rates are referred to as the Yield on Basic Equity.  See Chapter 5, Investments, 

Section D.2 for the detailed calculation. 

13. Interest income generated at each quarter is assumed to earn the New Money Rate of 

3.68%, shown in row (14).  Recognition of this income reduces the amount of new premium 

income required. 



 2021 RRA Chapter 3, Tech.  App. A.0 Required Premium 

Insurance Corporation of British Columbia 4 
December 15, 2020 

14. Column (4) – Loss and ALAE Payments – This column shows the estimated total 

future indemnity payments and allocated expenses, net of recoveries from salvage and 

subrogation.  The total amounts are shown in Appendices A.3 through A.6.  The timing of 

these payments is based on the payment patterns shown in Appendix F.1.  For Technical 

Appendices A.1.1 and A.2.1, payments for Medical Rehabilitation (MR) coverage and Income 

Replacement and Indemnity (IRI) coverage are further adjusted for the expected impact from 

future indexation calculated in Technical Appendix A.3.1.  This adjustment is discussed in 

more detail in Section B below. 

15. Column (5) – Claims Services Expense (ULAE) – This column shows the estimated 

future claims services expenses, or unallocated loss adjustment expenses (ULAE).  These 

expenses are calculated by coverage, as shown in Technical Appendix C.3.1.  The timing of 

the ULAE payments is based on the incremental payment pattern selections shown in 

Appendix C.3.  For the first two years of payments, it is assumed that quarterly payments are 

proportional to the quarterly Loss and ALAE payments over each year. 

16. Column (6) – General Expense – General expenses for each policy period are 

determined in Appendix H.1.  As a result of a payment timing difference for each expense 

item, the calculations for converting general expenses from a fiscal year basis to a policy year 

basis are split into two categories: general expenses excluding merchant fees and merchant 

fees (which are fees paid by ICBC when credit cards are used for premium payments). 

17. General expenses excluding merchant fees are assumed to be fully paid within two 

years, consistent with the earning pattern of the policies purchased in a policy period. 

18. General expenses excluding merchant fees for the 11-month period of PY 2021-1 are 

incurred in fiscal years 2021/22 and 2022/23 with the first quarter starting in May 2021.  The 

incremental payment pattern for the 11 month period is: 

 Year 1 Quarter 1: 1/66 

 Year 1 Quarter 2: 7/88 

 Year 1 Quarter 3: 13/88 

 Year 1 Quarter 4: 19/88 

 Year 2 Quarter 1: 31/132 

 Year 2 Quarter 2: 15/88 

 Year 2 Quarter 3: 9/88 

 Year 2 Quarter 4: 3/88 
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19. General expenses excluding merchant fees for the 12-month period of PY2021-2 are 

incurred in fiscal years 2022/23 and 2023/24 and earned over four equal quarters.  The 

incremental payment pattern for these expenses is: 

 Year 1 Quarter 1: 1/32 

 Year 1 Quarter 2: 3/32 

 Year 1 Quarter 3: 5/32 

 Year 1 Quarter 4: 7/32 

 Year 2 Quarter 1: 7/32 

 Year 2 Quarter 2: 5/32 

 Year 2 Quarter 3: 3/32 

 Year 2 Quarter 4: 1/32 

20. Merchant fees are assumed to be paid throughout the period during which policies are 

underwritten.  These costs are assumed to be evenly distributed throughout the policy period. 

Since PY 2021-1 is only 11 months, the first quarter is allocated 2/11 of the period’s expenses 

and the remaining three quarters are allocated 3/11 each.  For PY 2021-2, which has a 12-

month duration, each quarter has an equal allocation of 3/12 of the expenses. 

21. Column (7) – Road Safety and Loss Management Services – These services are 

assumed to be paid throughout the period during which policies are underwritten.  These 

costs are assumed to be evenly distributed throughout the policy period using the same 

allocations as discussed in paragraph 20 above. 

22. Column (8) – Per Policy Broker Fee – Basic insurance broker fees are assumed to 

be paid throughout the period during which policies are underwritten.  These expenses are 

assumed to be evenly distributed throughout the policy period using the same allocations as 

discussed in paragraph 20 above. 

23. Column (9) – Premium Tax – Premium tax dollars are computed as 4.4% (see row 

(13)) of the required premiums shown in column (1). 

24. Column (10) – Total Cash Flow – The total cash flow in any period is the sum of all 

revenue items in columns (1) through (3), less the sum of all cost items in columns (4) 

through (9), for that period.  The total for this column represents the underwriting profit or 

loss. 
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25. Column (11) – Present Value Factor – The present value factor is applied to the 

total cash flow, column (10), to obtain the total discounted cash flow, column (12).  The 

present value factor applied to each payment period is calculated from the midpoint of that 

payment period to the end of the policy period. 

26. Column (12) – Total Discounted Cash Flow – The discounted cash flow in each 

period is the present value of the total cash flow in column (10).  The present value factors 

are calculated using the New Money Rate described below.  The total discounted cash flow 

matches the amount of Capital Provision in Row (15). 

27. Row (13) – Premium Tax Rate – The premium tax rate, expressed as a percent of 

premium, is 4.4%, which is the present rate.  The premium tax rate is used to calculate the 

cost of premium taxes in column (9). 

28. Row (14) – New Money Rate – The New Money Rate used to calculate the present 

value of future cash flows is 3.68%.  The New Money Rate is discussed in further detail in 

Chapter 5, Investments, Section D.1. 

29. Row (15) – Capital Provision– This is the amount of capital provision that is 

required to be included in the rates as per Special Direction IC2.  Capital provision is discussed 

in more detail in Chapter 2, Legislative and Regulatory Framework, Section D. 

30. Row (16) – Capital Provision % – The capital provision expressed as a percentage 

of total required premium.  It is equal to the capital provision (row (15)) divided by the total 

required premium (total of column (1)). 

31. Row (17)  – Variable Broker Fee (Technical Appendices A.1.4 and A.2.4) – The 

broker fee rates for Manual Basic policies.  The variable broker fee rates are calculated in 

Appendix H.4. 

 
B EXPLANATORY NOTES TO INDEXATION CALCULATIONS 

32. Benefits for MR coverage and IRI coverage under Enhanced Care are updated annually 

based on the BC CPI and/or the BC Industrial Average Wage.  This means payments to a 

claimant will increase over time.  For example, for customers collecting Income Replacement 

benefits, their benefits are calculated as a percentage of their Gross Yearly Employment 

Income (GYEI).  The GYEI amount is adjusted annually to reflect changes in the BC CPI so 

that the real value of their benefits does not erode over time.  The limits for other benefits 
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(such as meal allowances and recreation activities) are also subject to annual CPI 

adjustments. 

33. The claims costs forecast in Appendix C.1 and payment patterns in Appendix F.1 for 

MR and IRI coverages are both based on Manitoba Public Insurance (MPI) data.  In its 2021 

Rate Application, MPI presents claims payments for these two coverages at current benefit 

levels with the effect of indexation removed.1  The indexation is instead embedded in its 

overall discount rate used to calculate the investment income from future cash flows.  In 

contrast, ICBC is presenting its claims costs and future payment patterns including the impact 

from indexation and applies the unadjusted New Money Rate for the investment income 

calculation.  This method of presentation was selected to provide readers with the indexed 

claims cost at each forecast year and the full value of its investment income for these two 

coverages.  Either method is appropriate and the resulting rate indication under both methods 

is identical. 

34. Indexation adjustments are applied to the future loss and ALAE payments for PY 2021 

claims.  The details are explained below and are presented in Technical Appendix A.3.1. 

35. Column (1) and Column (2) – Indexation adjustment for each Fiscal Loss Year 

(FLY) – These columns show the indexation adjustment factors by payment year for two 

adjacent FLYs.  For a given claim the payments taking place in the first year are not impacted 

by indexation, but payments in subsequent years are increased by the applicable indexation 

factor. 

36. Column (3) – Indexation adjustment for the policy period – Claims associated 

with a policy period can occur from the start date of the first policy written to the end date of 

the last policy written in that period.  For each policy period in this Application, claims can 

therefore occur in one of two FLYs.  It has been assumed that claims are evenly distributed 

across the two FLYs leading to a 50/50 weighting in the calculation of the PY indexation 

adjustment.  The weighting assumption is set in row (16). 

37. Columns (4) and (5) – Payment patterns at current benefit level – The MR and 

IRI payment patterns are taken from Appendix F.1.  

                                                           
1 As stated in the MPI filing https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf - Actuarial Report on 
Manitoba Public Insurance Corporation Universal Compulsory Automobile Insurance as of March 31, 2020 (EAR 
Attachment A pages 1542 and 1544), “Historical payments and case reserves were restated to reflect current benefit 
levels prior to performing the analysis”. 
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38. Columns (6) and (7) – Cashflows for PY 2021-1 at current benefit level – 

Calculated as the total loss in row (14) multiplied by the payment patterns in Columns (4) 

and (5).  The total loss in row (14) for these columns is at current benefit level and is taken 

from Appendix A.3. 

39. Columns (8) and (9) – Cashflows for PY 2021-1 with indexation – Calculated 

as columns (6) and (7) multiplied by the PY indexation adjustment factor in column (3). 

40. Columns (10), (11), (12), and (13) – Indexation adjustment for PY 2021-2 – 

The same calculation as in columns (6) to (9), but for PY 2021-2. 

41. Row (14) – Total Loss and ALAE amount – The total Loss and ALAE payments 

without indexation, in column (6), (7), (10), and (11), are from Appendix A.3 row (f.1).  The 

total Loss and ALAE payments with indexation, in column (8), (9), (12), and (13), are 

calculated by summing the adjusted cashflows in each column. 

42. Row (15) – Indexation assumption – ICBC has relied on the Bank of Canada’s 

inflation target of 2% to estimate the CPI and the BC Industrial Average Wage increases for 

future years. 

43. Row (16) – Policy Year weighting assumption – Each Fiscal Year is assumed to 

contribute 50% in the calculation of the PY Indexation Factor in column (3). 
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PY 2021 Actuarial Analysis

Required Premium

Summary of the Discounted Components of Required Premium by Coverage ($000's)

Required 

Premium

Miscellaneous 

Revenue

Investment 

Income on 

Basic Equity

Loss & ALAE 

Payments

Claims 

Service 

Expense 

(ULAE)

General 

Expense

Road Safety and 

Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Variable 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value 

Factor

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8a) (8b) (9) (10) (11) (12)

Components Discounted to 

the End of the Policy Period

Technical Appendix 

Reference

(a) Plate Owner EAB A.1.1 1,765,313 70,409 9,281 1,091,023 122,871 161,331 30,711 66,650 0 77,674 294,745 n/a n/a

(b) Plate Owner BVDC A.1.2 858,967 27,501 3,625 568,564 67,568 63,014 11,995 26,033 0 37,795 115,124 n/a n/a

(c) Plate Owner Third Party Liability A.1.3 157,571 5,446 718 105,609 8,383 12,479 2,376 5,156 0 6,933 22,800 n/a n/a

(d) Plate Owner Total (a)+(b)+(c) 2,781,851 103,357 13,624 1,765,196 198,822 236,824 45,081 97,838 0 122,401 432,668 n/a n/a

(e) Manual A.1.4 60,594 2,131 281 37,187 4,193 4,882 929 2,017 2,211 2,666 8,919 n/a n/a

(f) Total Basic (d)+(e) 2,842,445 105,487 13,905 1,802,383 203,015 241,706 46,011 99,855 2,211 125,068 441,588 n/a n/a

Technical Appendix 

Reference

(g) Plate Owner EAB A.2.1 2,038,874 73,411 14,328 1,283,991 129,489 182,431 34,579 74,004 0 89,710 332,409 n/a n/a

(h) Plate Owner BVDC A.2.2 1,004,193 28,892 5,596 674,503 75,628 71,797 13,609 29,125 0 44,184 129,835 n/a n/a

(i) Plate Owner Third Party Liability A.2.3 180,942 5,596 1,108 122,526 9,262 13,906 2,636 5,641 0 7,961 25,713 n/a n/a

(j) Plate Owner Total (g)+(h)+(i) 3,224,009 107,899 21,033 2,081,021 214,379 268,134 50,823 108,770 0 141,856 487,957 n/a n/a

(k) Manual A.2.4 70,255 2,226 434 43,868 4,542 5,531 1,048 2,244 2,531 3,091 10,059 n/a n/a

(l) Plate Owner Total (j)+(k) 3,294,263 110,125 21,466 2,124,889 218,921 273,665 51,871 111,014 2,531 144,948 498,016 n/a n/a

Components Discounted to 

the Midpoint of the Policy 

Period

Technical Appendix 

Reference

(m) Plate Owner EAB A.1.1 1,736,240 69,250 9,128 1,005,113 120,847 158,674 30,205 65,552 0 76,395 357,832 n/a n/a

(n) Plate Owner BVDC A.1.2 844,820 27,048 3,565 559,201 66,455 61,976 11,798 25,604 0 37,172 113,228 n/a n/a

(o) Plate Owner Third Party Liability A.1.3 154,976 5,357 706 103,870 8,245 12,274 2,336 5,071 0 6,819 22,424 n/a n/a

(p) Plate Owner Total (m)+(n)+(o) 2,736,036 101,654 13,400 1,668,184 195,547 232,924 44,339 96,227 0 120,386 493,484 n/a n/a

(q) Manual A.1.4 59,596 2,096 276 36,574 4,124 4,802 914 1,984 2,175 2,622 8,773 n/a n/a

(r) Total Basic (p)+(q) 2,795,632 103,750 13,676 1,704,758 199,672 237,726 45,253 98,211 2,175 123,008 502,256 n/a n/a

Technical Appendix 

Reference

(s) Plate Owner EAB A.2.1 2,002,261 72,093 14,071 1,260,934 127,164 179,155 33,958 72,675 0 88,099 326,439 n/a n/a

(t) Plate Owner BVDC A.2.2 986,160 28,373 5,496 662,391 74,270 70,508 13,364 28,602 0 43,391 127,503 n/a n/a

(u) Plate Owner Third Party Liability A.2.3 177,693 5,495 1,088 120,326 9,096 13,657 2,589 5,540 0 7,818 25,251 n/a n/a

(v) Plate Owner Total (s)+(t)+(u) 3,166,114 105,961 20,655 2,043,651 210,530 263,319 49,910 106,817 0 139,309 479,194 n/a n/a

(w) Manual A.2.4 68,993 2,186 426 43,081 4,460 5,431 1,029 2,203 2,485 3,036 9,879 n/a n/a

(x) Total Basic (v)+(w) 3,235,107 108,147 21,081 2,086,732 214,990 268,751 50,940 109,020 2,485 142,345 489,073 n/a n/a

(y)

(z)

(aa)

(ab)

The first section, entitled 'Components Discounted to the end of the Policy Period',  gives a recap of all components of the required premium, discounted to the end of each policy period, i.e. April 1,  2022 for PY 2021-1 and April 1,  2023 for PY 2021-2. This represents an 

intermediate step in the calculation of the required premium. At this step, required premium is calculated using the amount of capital provision specified in Appendix G.2.

The second section, entitled 'Components Discounted to the Midpoint of the Policy Period', gives a recap of all components of the required premium, discounted to the midpoint of each policy period, i.e. October 15, 2021 for PY 2021-1 and November 1, 2022 for PY 2021-2. 

Discounting to the midpoint of the policy period best recognizes that premium is collected more or less evenly throughout the period, and that investment income will be earned from the point at which premium is collected.

Column (11) Present Value (PV) Factor is included here to be consistent with the column labels of Technical Appendices A.1.1 to A.2.4, but is blank because there is, for any given row, no single factor that represents the average PV factor for each of the components of premium.   

See Technical Appendices A.1.1 to A.1.4 for PY 2021-1 and A.2.1 to A.2.4 for PY 2021-2 for the PV factors.

Column (12) Discounted Cash Flow is not applicable as these tables provide the components of premium on discounted bases.  Here, the total cash flows are, in effect, the discounted cash flows.

PY 2021-1

PY 2021-2

PY 2021-1

PY 2021-2
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PY 2021 Actuarial Analysis

Policy Year 2021-1 Required Premium

Enhanced Accident Benefits (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at 

policy year inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on 

Basic Equity

Loss & ALAE 

Payments
 2

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow 
2

Present 

Value Factor

Total 

Discounted 

Cash Flow 
2

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 315,680 12,591 1,660 1,206 392 4,321 5,492 11,919 13,890 292,711 1.03057 301,660

Year 1 - Q2 473,520 18,886 2,490 11,223 3,197 15,010 8,238 17,878 20,835 418,516 1.02284 428,076

Year 1 - Q3 473,520 18,886 2,490 30,432 8,831 25,244 8,238 17,878 20,835 383,439 1.01364 388,671

Year 1 - Q4 473,520 18,886 2,490 64,533 17,869 35,478 8,238 17,878 20,835 330,066 1.00453 331,560

Year 2 - Q1 62,964 11,823 35,251 (110,038) 0.99549 (109,542)

Year 2 - Q2 68,019 12,369 25,585 (105,974) 0.98654 (104,547)

Year 2 - Q3 56,598 10,238 15,351 (82,188) 0.97767 (80,352)

Year 2 - Q4 58,213 10,445 5,117 (73,775) 0.96887 (71,479)

Year 3 198,187 21,395 (219,582) 0.94723 (207,996)

Year 4 90,349 11,220 (101,569) 0.91361 (92,795)

Year 5 53,519 7,555 (61,074) 0.88119 (53,817)

Year 6 38,371 5,102 (43,473) 0.84991 (36,948)

Year 7 31,332 3,163 (34,495) 0.81974 (28,277)

Year 8 30,510 1,882 (32,392) 0.79065 (25,611)

Year 9 30,465 1,164 (31,630) 0.76258 (24,120)

Year 10 30,341 817 (31,157) 0.73552 (22,917)

Year 11 30,427 553 (30,981) 0.70941 (21,978)

Year 12 30,718 376 (31,094) 0.68423 (21,275)

Year 13 31,227 256 (31,483) 0.65994 (20,777)

Year 14 31,234 174 (31,408) 0.63652 (19,992)

Year 15 29,074 118 (29,192) 0.61393 (17,922)

Year 16 25,996 80 (26,076) 0.59214 (15,441)

Year 17 24,115 55 (24,169) 0.57112 (13,804)

Year 18 23,407 57 (23,465) 0.55085 (12,925)

Total 1,736,240 69,250 9,128 1,475,725 129,134 161,356 30,205 65,552 76,395 (123,749) 294,745

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (a) Col 

(8)

G.2 Row (c) 

Col (1)

A.3 Row (f.2) 

Col (7)

A.3 Row (g) Col 

(7)

 H.2 Row (g) 

Col (1)

H.2 Row (b) 

Col (1)

H.3 Row (a) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-1 1,765,313 70,409 9,281 1,091,023 122,871 161,331 30,711 66,650 77,674 294,745

Midpoint of PY 2021-1 1,736,240 69,250 9,128 1,005,113 120,847 158,674 30,205 65,552 76,395 357,832

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = Technical Appendix A.3.1 Col (8) + Technical Appendix A.3.1 Col (9) + [Appendix F.1 Col (3) x Appendix A.3 Row (f.1) Col (5)]

(14) New Money Rate 3.68% (5) = [Appendix C.3 Table (B) x A.3 Row (g) Col (1)] + [Appendix C.3 Table (B) x Appendix A.3 Row (g) Col (3)]  + [Appendix C.3 Table (B) x Appendix A.3 Row (g) Col (5)].

(15) Capital Provision 294,745      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 16.98% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (f) Col (1)

(16) = (15) / [Col (1)] 

Notes:
1
 To reflect May 1, 2021 inception date of PY 2021-1, Year 1-Q1 represents a two-month period from May 1 to June 30, 2021. The subsequent periods follow the same timing as used in 2019 RRA.

2  
Enhanced Accident Benefits Loss and ALAE payments continue to year 48 as a result of the long tailed nature of these claims.  

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years, consistent with the earning

    pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout  the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.1.2

PY 2021 Actuarial Analysis

Policy Year 2021-1 Required Premium

Basic Vehicle Damage Coverage (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on Basic 

Equity

Loss & ALAE 

Payments

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value Factor

Total 

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 153,604 4,918 648 3,707 580 1,688 2,145 4,655 6,759 139,637 1.03057 143,906

Year 1 - Q2 230,405 7,377 972 26,675 4,171 5,863 3,218 6,983 10,138 181,708 1.02284 185,859

Year 1 - Q3 230,405 7,377 972 63,681 9,958 9,860 3,218 6,983 10,138 134,917 1.01364 136,758

Year 1 - Q4 230,405 7,377 972 101,217 15,828 13,857 3,218 6,983 10,138 87,514 1.00453 87,911

Year 2 - Q1 98,780 11,865 13,769 (124,414) 0.99549 (123,853)

Year 2 - Q2 84,286 10,124 9,993 (104,403) 0.98654 (102,998)

Year 2 - Q3 57,074 6,856 5,996 (69,925) 0.97767 (68,364)

Year 2 - Q4 38,573 4,633 1,999 (45,205) 0.96887 (43,798)

Year 3 91,707 3,356 (95,063) 0.94723 (90,047)

Year 4 9,149 467 (9,616) 0.91361 (8,785)

Year 5 1,119 72 (1,191) 0.88119 (1,049)

Year 6 339 31 (370) 0.84991 (314)

Year 7 95 17 (111) 0.81974 (91)

Year 8 0 8 (8) 0.79065 (7)

Year 9 0 3 (3) 0.76258 (2)

Year 10 0 0 0 0.73552 0

Year 11 0 0 0 0.70941 0

Year 12 0 0 0 0.68423 0

Year 13 0 0 0 0.65994 0

Year 14 0 0 0 0.63652 0

Year 15 0 0 0 0.61393 0

Year 16 0 0 0 0.59214 0

Year 17 0 0 0 0.57112 0

Year 18 0 0 0 0.55085 0

Total 844,820 27,048 3,565 576,400 67,971 63,024 11,798 25,604 37,172 93,465 115,124

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (b) Col 

(8)

G.2 Row (c) Col 

(2)

A.4 Row (f) Col 

(1)

A.4 Row (g) Col 

(1)

 H.2 Row (g) 

Col (2)

H.2 Row (b) 

Col (2)

H.3 Row (b) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-1 858,967 27,501 3,625 568,564 67,568 63,014 11,995 26,033 37,795 115,124

Midpoint of PY 2021-1 844,820 27,048 3,565 559,201 66,455 61,976 11,798 25,604 37,172 113,228

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = Appendix F.1 Col (4) x Appendix A.4 Row (f) Col (1)

(14) New Money Rate 3.68% (5) = Appendix C.3 Table (B) x Appendix A.4 Row (g) Col (1).

(15) Capital Provision 115,124      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 13.63% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (f) Col (2)

(16) = (15) / [Col (1)] 

Notes:
1
 To reflect May 1, 2021 inception date of PY 2021-1, Year 1 - Q1 represents a two-month period from May 1 to June 30, 2021. The subsequent periods follow the same timing as used in 2019 RRA.

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.1.3

PY 2021 Actuarial Analysis

Policy Year 2021-1 Required Premium

Third Party Liability (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on Basic 

Equity

Loss & ALAE 

Payments

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value Factor

Total 

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 28,177 974 128 198 57 334 425 922 1,240 26,104 1.03057 26,902

Year 1 - Q2 42,266 1,461 193 1,441 420 1,161 637 1,383 1,860 37,018 1.02284 37,864

Year 1 - Q3 42,266 1,461 193 3,495 1,023 1,953 637 1,383 1,860 33,569 1.01364 34,027

Year 1 - Q4 42,266 1,461 193 5,840 1,738 2,744 637 1,383 1,860 29,717 1.00453 29,852

Year 2 - Q1 8,965 1,205 2,727 (12,897) 0.99549 (12,839)

Year 2 - Q2 8,159 1,096 1,979 (11,234) 0.98654 (11,083)

Year 2 - Q3 6,005 806 1,187 (7,999) 0.97767 (7,820)

Year 2 - Q4 5,193 695 396 (6,284) 0.96887 (6,088)

Year 3 26,949 767 (27,716) 0.94723 (26,254)

Year 4 15,916 303 (16,219) 0.91361 (14,818)

Year 5 11,158 171 (11,329) 0.88119 (9,983)

Year 6 7,613 107 (7,720) 0.84991 (6,561)

Year 7 4,734 60 (4,794) 0.81974 (3,930)

Year 8 3,183 49 (3,232) 0.79065 (2,555)

Year 9 2,353 32 (2,385) 0.76258 (1,819)

Year 10 1,354 12 (1,366) 0.73552 (1,005)

Year 11 515 4 (519) 0.70941 (368)

Year 12 586 0 (586) 0.68423 (401)

Year 13 333 0 (333) 0.65994 (220)

Year 14 96 0 (96) 0.63652 (61)

Year 15 67 0 (67) 0.61393 (41)

Year 16 0 0 0 0.59214 0

Year 17 0 0 0 0.57112 0

Year 18 0 0 0 0.55085 0

Total 154,976 5,357 706 114,152 8,546 12,481 2,336 5,071 6,819 11,633 22,800

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (c) Col 

(8)

G.2 Row (c) Col 

(3)

A.5 Row (f) Col 

(7)

A.5 Row (g) Col 

(7)

 H.2 Row (g) 

Col (3)

H.2 Row (b) 

Col (3)

H.3 Row (c) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-1 157,571 5,446 718 105,609 8,383 12,479 2,376 5,156 6,933 22,800

Midpoint of PY 2021-1 154,976 5,357 706 103,870 8,245 12,274 2,336 5,071 6,819 22,424

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = [Appendix F.1 Col (5) x Appendix A.5 Row (f) Col (1)] + [Appendix F.1 Col (6) x Appendix A.5 Row (f) Col (3)] + [Appendix F.1 Col (7) x Appendix A.5 Row (f) Col (5)]

(14) New Money Rate 3.68% (5) = [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (1)] + [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (3)]  + [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (5)].

(15) Capital Provision 22,800      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 14.71% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (f) Col (3)

(16) = (15) / [Col (1)] 

Notes:
1
 To reflect May 1, 2021 inception date of PY 2021-1, Year 1 - Q1 represents a two-month period from May 1 to June 30, 2021. The subsequent periods follow the same timing as used in 2019 RRA.

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.1.4

PY 2021 Actuarial Analysis

Policy Year 2021-1 Required Premium

Manual Basic
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 
1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on 

Basic Equity

Loss & ALAE 

Payments

Claims Service 

Expense (ULAE 

TPL/Part 7) General Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Variable 

Broker Fee

Premium 

Tax

Total Cash 

Flow 2

Present 

Value Factor

Total 

Discounted 

Cash Flow 2

(1) (2) (3) (4) (5) (6) (7) (8a) (8b) (9) (10) (11) (12)

Year 1 - Q1 10,836 381 50 122 294 131 166 361 395 477              9,321 1.03057 9,606

Year 1 - Q2 16,253 572 75 921 294 454 249 541 593 715              13,132 1.02284 13,432

Year 1 - Q3 16,253 572 75 2,268 294 764 249 541 593 715              11,476 1.01364 11,632

Year 1 - Q4 16,253 572 75 3,909 294 1,074 249 541 593 715              9,525 1.00453 9,568

Year 2 - Q1 3,878 406 1,067 (5,350) 0.99549 (5,326)

Year 2 - Q2 3,586 406 774 (4,766) 0.98654 (4,702)

Year 2 - Q3 2,635 406 465 (3,506) 0.97767 (3,427)

Year 2 - Q4 2,181 406 155 (2,741) 0.96887 (2,656)

Year 3 6,606 655 (7,262) 0.94723 (6,879)

Year 4 2,314 335 (2,648) 0.91361 (2,420)

Year 5 1,339 214 (1,554) 0.88119 (1,369)

Year 6 939 139 (1,077) 0.84991 (916)

Year 7 717 81 (799) 0.81974 (655)

Year 8 653 55 (708) 0.79065 (560)

Year 9 628 35 (662) 0.76258 (505)

Year 10 596 19 (614) 0.73552 (452)

Year 11 571 10 (582) 0.70941 (413)

Year 12 579 6 (585) 0.68423 (400)

Year 13 581 4 (585) 0.65994 (386)

Year 14 574 3 (576) 0.63652 (367)

Year 15 533 2 (535) 0.61393 (328)

Year 16 475 1 (476) 0.59214 (282)

Year 17 441 1 (441) 0.57112 (252)

Year 18 428 1 (429) 0.55085 (236)

Total 59,596 2,096 276 44,658 4,359 4,883 914 1,984 2,175 2,622 373 8,919

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (d) Col 

(8)

G.2 Row (c) 

Col (5)

A.6 Row (c) 

Col (7) A.6 Total Col (5)  H.2 Row (g) Col (4)

H.2 Row (b) Col 

(4)

H.3 Row (d)

 Col (9)

Col (1) Total 

x (17)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-1 60,594 2,131 281 37,187 4,193 4,882 929 2,017 2,211 2,666 8,919

Midpoint of PY 2021-1 59,596 2,096 276 36,574 4,124 4,802 914 1,984 2,175 2,622 8,773

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = [T. Appendix A.1.1 Col (4)/ T. Appendix A.1.1 Col (4) Total x  Appendix A.6 Row (c) Col (1))] + Appendix F.1 Col (4) x [Appendix A.6 Row (c) Col (2) + Appendix A.6 Row (c) Col (6)]

(14) New Money Rate 3.68%       + [Appendix F.1 Col (5) x Appendix A.6 Row (c) Col (3)] + [Appendix F.1 Col (6) x Appendix A.6 Row (c) Col (4)] + [Appendix F.1 Col (7) x Appendix A.6 Row (c) Col (5)]

(15) Capital Provision 8,919 (5) = Appendix C.3 Table (B) x Appendix A.6 Row (d)

(16) Capital Provision % 14.97%      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(17) Variable Broker Fee % 3.6% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (f) Col (5)

(16) = (15) / [Col (1)] 

Notes: (17) From Appendix H.4
1
 To reflect May 1, 2021 inception date of PY 2021-1, Year 1 - Q1 represents a two-month period from May 1 to June 30, 2021. The subsequent periods follow the same timing as used in 2019 RRA.

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.2.1

PY 2021 Actuarial Analysis

Policy Year 2021-2 Required Premium

Enhanced Accident Benefits (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on Basic 

Equity

Loss & ALAE 

Payments

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow 
2

Present 

Value Factor

Total 

Discounted 

Cash Flow 
2

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 500,565 18,023 3,518 1,417 414 8,454 8,489 18,169 22,025        463,139 1.03213 478,018

Year 1 - Q2 500,565 18,023 3,518 13,235 3,355 19,051 8,489 18,169 22,025        437,782 1.02284 447,783

Year 1 - Q3 500,565 18,023 3,518 35,865 9,280 29,649 8,489 18,169 22,025        398,629 1.01364 404,069

Year 1 - Q4 500,565 18,023 3,518 76,142 18,749 40,246 8,489 18,169 22,025        338,286 1.00453 339,817

Year 2 - Q1 73,930 12,459 37,092 (123,481) 0.99549 (122,925)

Year 2 - Q2 80,035 13,013 26,494 (119,542) 0.98654 (117,933)

Year 2 - Q3 66,693 10,769 15,896 (93,358) 0.97767 (91,273)

Year 2 - Q4 68,622 10,983 5,299 (84,904) 0.96887 (82,261)

Year 3 232,534 22,627 (255,161) 0.94723 (241,698)

Year 4 105,774 11,865 (117,639) 0.91361 (107,476)

Year 5 62,854 7,991 (70,845) 0.88119 (62,427)

Year 6 45,112 5,398 (50,510) 0.84991 (42,929)

Year 7 36,864 3,349 (40,212) 0.81974 (32,964)

Year 8 35,928 1,995 (37,922) 0.79065 (29,983)

Year 9 35,895 1,234 (37,128) 0.76258 (28,314)

Year 10 35,773 865 (36,638) 0.73552 (26,948)

Year 11 35,897 586 (36,484) 0.70941 (25,882)

Year 12 36,253 399 (36,652) 0.68423 (25,079)

Year 13 36,865 271 (37,136) 0.65994 (24,508)

Year 14 36,881 184 (37,065) 0.63652 (23,593)

Year 15 34,331 125 (34,456) 0.61393 (21,154)

Year 16 30,685 85 (30,770) 0.59214 (18,220)

Year 17 28,455 58 (28,513) 0.57112 (16,285)

Year 18 27,621 61 (27,682) 0.55085 (15,248)

Total 2,002,261 72,093 14,071 1,737,464 136,114 182,181 33,958 72,675 88,099 (162,066) 332,409

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (f) Col 

(8)

G.2 Row (g) Col 

(1)

A.3 Row (f.2) 

Col (8)

A.3 Row (g) Col 

(8)

 H.2 Row (n) 

Col (1)

H.2 Row (i) Col 

(1)

H.3 Row (f) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-2 2,038,874 73,411 14,328 1,283,991 129,489 182,431 34,579 74,004 89,710 332,409

Midpoint of PY 2021-2 2,002,261 72,093 14,071 1,260,934 127,164 179,155 33,958 72,675 88,099 326,439

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = Technical Appendix A.3.1 Col (12) + Technical Appendix A.3.1 Col (13) + [Appendix F.1 Col (3) x Appendix A.3 Row (f.1) Col (6)]

(14) New Money Rate 3.68% (5) = [Appendix C.3 Table (B) x Appendix A.3 Row (g) Col (2)] + [Appendix C.3 Table (B) x Appendix A.3 Row (g) Col (4)]  + [Appendix C.3 Table (B) x Appendix A.3 Row (g) Col (6)]. 

(15) Capital Provision 332,409      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 16.60% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (j) Col (1)

(16) = (15) / [Col (1)] 

Notes:
¹ Since PY 2021 - 2 begins on Apr 1, 2022, the periods in this column reflect a starting point of Apr 1, 2022 (e.g., the first quarter represents the period from Apr 1, 2022 to Jul 1, 2022, etc.)
2 

Enhanced Accident Benefits Loss and ALAE payments continue to year 48 as a result of the long tailed nature of these claims.  

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.2.2

PY 2021 Actuarial Analysis

Policy Year 2021-2 Required Premium

Basic Vehicle Damage Coverage (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on Basic 

Equity

Loss & ALAE 

Payments

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value Factor

Total 

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 246,540 7,093 1,374 4,398 649 3,327 3,341 7,150 10,848         225,294 1.03213 232,532

Year 1 - Q2 246,540 7,093 1,374 31,645 4,669 7,498 3,341 7,150 10,848         189,857 1.02284 194,194

Year 1 - Q3 246,540 7,093 1,374 75,546 11,146 11,669 3,341 7,150 10,848         135,308 1.01364 137,154

Year 1 - Q4 246,540 7,093 1,374 120,075 17,716 15,839 3,341 7,150 10,848         80,038 1.00453 80,400

Year 2 - Q1 117,184 13,281 14,598 (145,062) 0.99549 (144,409)

Year 2 - Q2 99,989 11,332 10,427 (121,748) 0.98654 (120,109)

Year 2 - Q3 67,707 7,673 6,256 (81,637) 0.97767 (79,814)

Year 2 - Q4 45,760 5,186 2,085 (53,031) 0.96887 (51,380)

Year 3 108,794 3,756 (112,550) 0.94723 (106,611)

Year 4 10,853 523 (11,376) 0.91361 (10,393)

Year 5 1,327 80 (1,408) 0.88119 (1,241)

Year 6 402 35 (437) 0.84991 (371)

Year 7 112 19 (131) 0.81974 (107)

Year 8 0 9 (9) 0.79065 (7)

Year 9 0 3 (3) 0.76258 (3)

Year 10 0 0 0 0.73552 0

Year 11 0 0 0 0.70941 0

Year 12 0 0 0 0.68423 0

Year 13 0 0 0 0.65994 0

Year 14 0 0 0 0.63652 0

Year 15 0 0 0 0.61393 0

Year 16 0 0 0 0.59214 0

Year 17 0 0 0 0.57112 0

Year 18 0 0 0 0.55085 0

Total 986,160 28,373 5,496 683,791 76,077 71,699 13,364 28,602 43,391 103,104 129,835

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (g) Col 

(8)

G.2 Row (g) Col 

(2)

A.4 Row (f) Col 

(2)

A.4 Row (g) Col 

(2)

 H.2 Row (n) 

Col (2)

H.2 Row (i) Col 

(2)

H.3 Row (g) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-2 1,004,193 28,892 5,596 674,503 75,628 71,797 13,609 29,125 44,184 129,835

Midpoint of PY 2021-2 986,160 28,373 5,496 662,391 74,270 70,508 13,364 28,602 43,391 127,503

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = Appendix F.1 Col (4) x Appendix A.4 Row (f) Col (2)

(14) New Money Rate 3.68% (5) = Appendix C.3 Table (B) x Appendix A.4 Row (g) Col (2). 

(15) Capital Provision 129,835      For the first two years of payments, it is assumed that quarterly payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 13.17% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (j) Col (2)

(16) = (15) / [Col (1)] 

Notes:
¹ Since the PY 2021 - 2 begins on Apr 1, 2022, the periods in this column reflect a starting point of Apr 1, 2022 (e.g., the first quarter represents the period from Apr 1, 2022 to Jul 1, 2022, etc.)

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.2.3

PY 2021 Actuarial Analysis

Policy Year 2021-2 Required Premium

Third Party Liability (Plate Owner)
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on Basic 

Equity

Loss & ALAE 

Payments

Claims Service 

Expense 

(ULAE)

General 

Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Premium 

Tax

Total Cash 

Flow

Present 

Value Factor

Total 

Discounted 

Cash Flow

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Year 1 - Q1 44,423 1,374 272 230 64 644 647 1,385 1,955          41,144 1.03213 42,466

Year 1 - Q2 44,423 1,374 272 1,674 468 1,452 647 1,385 1,955          38,489 1.02284 39,368

Year 1 - Q3 44,423 1,374 272 4,059 1,139 2,260 647 1,385 1,955          34,624 1.01364 35,096

Year 1 - Q4 44,423 1,374 272 6,783 1,930 3,068 647 1,385 1,955          30,302 1.00453 30,439

Year 2 - Q1 10,397 1,343 2,827 (14,567) 0.99549 (14,501)

Year 2 - Q2 9,463 1,218 2,020 (12,700) 0.98654 (12,529)

Year 2 - Q3 6,966 892 1,212 (9,070) 0.97767 (8,868)

Year 2 - Q4 6,025 763 404 (7,193) 0.96887 (6,969)

Year 3 31,231 833 (32,063) 0.94723 (30,372)

Year 4 18,458 324 (18,783) 0.91361 (17,160)

Year 5 12,958 182 (13,140) 0.88119 (11,579)

Year 6 8,843 114 (8,956) 0.84991 (7,612)

Year 7 5,498 64 (5,562) 0.81974 (4,560)

Year 8 3,697 52 (3,749) 0.79065 (2,964)

Year 9 2,733 34 (2,767) 0.76258 (2,110)

Year 10 1,573 13 (1,586) 0.73552 (1,166)

Year 11 598 4 (602) 0.70941 (427)

Year 12 680 0 (680) 0.68423 (466)

Year 13 387 0 (387) 0.65994 (255)

Year 14 111 0 (111) 0.63652 (71)

Year 15 78 0 (78) 0.61393 (48)

Year 16 0 0 0 0.59214 0

Year 17 0 0 0 0.57112 0

Year 18 0 0 0 0.55085 0

Total 177,693 5,495 1,088 132,442 9,437 13,887 2,589 5,540 7,818 12,563 25,713

Reference

Technical 

Appendix A.0 

paragraph 10

H.3 Row (h) Col 

(8)

G.2 Row (g) Col 

(3)

A.5 Row (f) Col 

(8)

A.5 Row (g) Col 

(8)

 H.2 Row (n) 

Col (3)

H.2 Row (i) Col 

(3)

H.3 Row (h) 

Col (9)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-2 180,942 5,596 1,108 122,526 9,262 13,906 2,636 5,641 7,961 25,713

Midpoint of PY 2021-2 177,693 5,495 1,088 120,326 9,096 13,657 2,589 5,540 7,818 25,251

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = [Appendix F.1 Col (5) x Appendix A.5 Row (f) Col (2)] + [Appendix F.1 Col (6) x Appendix A.5 Row (f) Col (4)] + [Appendix F.1 Col (7) x Appendix A.5 Row (f) Col (6)]

(14) New Money Rate 3.68% (5) = [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (2)] + [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (4)]  + [Appendix C.3 Table (B) x Appendix A.5 Row (g) Col (6)].

(15) Capital Provision 25,713      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(16) Capital Provision % 14.47% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (j) Col (3)

(16) = (15) / [Col (1)] 

Notes:
¹ Since the PY 2021 - 2 begins on Apr 1, 2022, the periods in this column reflect a starting point of Apr 1, 2022 (e.g., the first quarter represents the period from Apr 1, 2022 to Jul 1, 2022, etc.)

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.2.4

PY 2021 Actuarial Analysis

Policy Year 2021-2 Required Premium

Manual Basic
($ 000's)

Revenue Cost Revenue minus Costs

Period (starting at policy year 

inception) 
1

Required 

Premium (RP)

Miscellaneous 

Revenue

Investment 

Income on 

Basic Equity

Loss & ALAE 

Payments

Claims Service 

Expense (ULAE) General Expense

Road Safety 

and Loss 

Management 

(RSLM)

Per Policy 

Broker Fee

Variable 

Broker Fee

Premium 

Tax

Total Cash 

Flow 2

Present 

Value Factor

Total 

Discounted 

Cash Flow 2

(1) (2) (3) (4) (5) (6) (7) (8) (8b) (9) (10) (11) (12)

Year 1 - Q1 17,248 546 106 144 319 256 257 551 621 759              14,994 1.03213 15,476

Year 1 - Q2 17,248 546 106 1,091 319 578 257 551 621 759              13,725 1.02284 14,039

Year 1 - Q3 17,248 546 106 2,685 319 899 257 551 621 759              11,811 1.01364 11,972

Year 1 - Q4 17,248 546 106 4,627 319 1,220 257 551 621 759              9,547 1.00453 9,590

Year 2 - Q1 4,583 439 1,124 (6,146) 0.99549 (6,119)

Year 2 - Q2 4,238 439 803 (5,481) 0.98654 (5,407)

Year 2 - Q3 3,115 439 482 (4,037) 0.97767 (3,946)

Year 2 - Q4 2,576 439 161 (3,176) 0.96887 (3,077)

Year 3 7,775 710 (8,485) 0.94723 (8,037)

Year 4 2,709 362 (3,071) 0.91361 (2,806)

Year 5 1,569 232 (1,802) 0.88119 (1,588)

Year 6 1,100 150 (1,251) 0.84991 (1,063)

Year 7 842 88 (930) 0.81974 (762)

Year 8 768 59 (827) 0.79065 (654)

Year 9 739 37 (776) 0.76258 (592)

Year 10 701 20 (722) 0.73552 (531)

Year 11 674 11 (685) 0.70941 (486)

Year 12 683 6 (690) 0.68423 (472)

Year 13 686 4 (690) 0.65994 (455)

Year 14 677 3 (680) 0.63652 (433)

Year 15 630 2 (632) 0.61393 (388)

Year 16 561 1 (562) 0.59214 (333)

Year 17 520 1 (521) 0.57112 (297)

Year 18 505 1 (506) 0.55085 (279)

Total 68,993 2,186 426 52,673 4,721 5,523 1,029 2,203 2,485 3,036 (66) 10,059

Reference

Technical 

Appendix A.0 

paragraph 10 H.3 Row (i) Col (8)

G.2 Row (g) 

Col (5)

A.6 Row (f) Col 

(7) A.6 Total Col (6)  H.2 Row (n) Col (4)

H.2 Row (i) Col 

(4)

H.3 Row (i)

 Col (9)

Col (1) Total 

x (17)

Col (1) Total 

x (13)

(1) +…+ (3)

-(4) -…- (9)

Discounted to:

End of PY 2021-2 70,255 2,226 434 43,868 4,542 5,531 1,048 2,244 2,531 3,091 10,059

Midpoint of PY 2021-2 68,993 2,186 426 43,081 4,460 5,431 1,029 2,203 2,485 3,036 9,879

Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (4) = [T. Appendix A.1.1 Col (4)/T. Appendix A.1.1 Col (4) Total x Appendix A.6 Row (f) Col (1))] + [Appendix F.1 Col (4) x [Appendix A.6 Row (f) Col (2) + Appendix A.6 Row (f) Col (6)]]

(14) New Money Rate 3.68%        + [Appendix F.1 Col (5) x Appendix A.6 Row (f) Col (3)] + [Appendix F.1 Col (6) x Appendix A.6 Row (f) Col (4)] + [Appendix F.1 Col (7) x Appendix A.6 Row (f) Col (5)]

(15) Capital Provision 10,059 (5) = Appendix C.3 Table (B) x Appendix A.6 Row (g)

(16) Capital Provision % 14.58%      For the first two years of payments, it is assumed that quarterly ULAE payments are proportional to the quarterly Loss & ALAE payments over each year (See Appendix F.1).

(17) Variable Broker Fee % 3.6% (14) Chapter 5, Section D.1

(15) Appendix G.2 Row (j) Col (5)

(16) = (15) / [Col (1)] 

Notes: (17) From Appendix H.4

¹ Since the PY 2021 - 2 begins on Apr 1, 2022, the periods in this column reflect a starting point of Apr 1, 2022 (e.g., the first quarter represents the period from Apr 1, 2022 to Jul 1, 2022, etc.)

(2), (3), (7) and (8) = Total assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 11,12, 21 and 22.

(6) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within two years,

     consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be evenly distributed throughout the policy period as described in Technical Appendix A.0 paragraphs 17-20.

See Technical Appendix A.0 for a guide to this Appendix



Insurance Corporation of British Columbia Technical Appendix  A.3.1

PY 2021 Actuarial Analysis

Indexation Adjustments

Medical Rehabilitation and Income Replacement and Indemnity (Plate Owner)
($ 000's)

Period

FLY 1 

Indexation 

Factor

FLY 2 

Indexation 

factor

PY Indexation 

Factor

Payment 

Pattern 

Distribution 

(MR)

Payment 

Pattern 

Distribution 

(IRI)

Loss & ALAE 

Payments 

without 

indexation

(MR)

Loss & ALAE 

Payments 

without 

indexation

(IRI)

Loss & ALAE 

Payments with 

indexation

(MR)

Loss & ALAE 

Payments with 

indexation

(IRI)

Loss & ALAE 

Payments 

without 

indexation

(MR)

Loss & ALAE 

Payments 

without 

indexation

(IRI)

Loss & ALAE 

Payments with 

indexation

(MR)

Loss & ALAE 

Payments with 

indexation

(IRI)

(1) (2) (3) (4) (5)

(6)=(4) x (6) 

Total

(7)=(5) x (7) 

Total (8)=(6) x (3) (9)=(7) x (3)

(10)=(4) x (10) 

Total

(11)=(5) x (11) 

Total (12)=(10) x (3) (13)=(11) x (3)

Year 1 - Q1 1.00           1.00             0.11% 0.05% 756                  182                 756                  182                   899                  213                   899                    213                      

Year 1 - Q2 1.00           1.00             1.12% 0.52% 7,804               2,043              7,804               2,043                9,274               2,391                9,274                 2,391                   

Year 1 - Q3 1.00           1.00             2.92% 1.60% 20,225             6,322              20,225             6,322                24,035             7,398                24,035               7,398                   

Year 1 - Q4 1.00           1.00             6.39% 3.56% 44,366             14,031            44,366             14,031              52,723             16,418              52,723               16,418                 

Year 2 - Q1 1.02           1.00           1.01             5.43% 2.46% 37,638             9,713              38,015             9,810                44,728             11,365              45,175               11,479                 

Year 2 - Q2 1.02           1.00           1.01             6.26% 2.97% 43,454             11,704            43,889             11,821              51,639             13,695              52,156               13,832                 

Year 2 - Q3 1.02           1.00           1.01             5.29% 3.08% 36,700             12,152            37,067             12,274              43,612             14,220              44,048               14,362                 

Year 2 - Q4 1.02           1.00           1.01             5.52% 3.17% 38,315             12,515            38,698             12,641              45,532             14,645              45,987               14,791                 

Year 3 1.04           1.02           1.03             15.66% 9.24% 108,681           36,447            111,964           37,548              129,152           42,649              133,053             43,937                 

Year 4 1.06           1.04           1.05             5.70% 5.92% 39,546             23,358            41,555             24,545              46,995             27,332              49,382               28,721                 

Year 5 1.08           1.06           1.07             3.39% 4.84% 23,504             19,063            25,192             20,433              27,931             22,307              29,937               23,909                 

Year 6 1.10           1.08           1.09             2.28% 4.06% 15,845             16,025            17,323             17,519              18,829             18,751              20,585               20,500                 

Year 7 1.13           1.10           1.12             1.80% 3.54% 12,505             13,960            13,945             15,567              14,860             16,336              16,571               18,216                 

Year 8 1.15           1.13           1.14             1.86% 3.23% 12,880             12,748            14,650             14,500              15,306             14,917              17,410               16,967                 

Year 9 1.17           1.15           1.16             1.91% 3.03% 13,267             11,962            15,392             13,878              15,765             13,997              18,291               16,239                 

Year 10 1.20           1.17           1.18             1.97% 2.85% 13,665             11,255            16,170             13,319              16,238             13,170              19,216               15,585                 

Year 11 1.22           1.20           1.21             2.03% 2.70% 14,075             10,660            16,989             12,868              16,726             12,474              20,189               15,057                 

Year 12 1.24           1.22           1.23             2.09% 2.54% 14,497             10,016            17,848             12,332              17,227             11,720              21,210               14,430                 

Year 13 1.27           1.24           1.26             2.15% 2.40% 14,932             9,476              18,751             11,900              17,744             11,088              22,283               13,925                 

Year 14 1.29           1.27           1.28             2.16% 2.27% 14,990             8,943              19,200             11,455              17,813             10,465              22,817               13,404                 

Year 15 1.32           1.29           1.31             1.97% 2.06% 13,700             8,136              17,900             10,630              16,281             9,520                21,272               12,439                 

Year 16 1.35           1.32           1.33             1.66% 1.95% 11,489             7,689              15,312             10,247              13,654             8,997                18,196               11,991                 

Year 17 1.37           1.35           1.36             1.43% 1.92% 9,946               7,579              13,520             10,303              11,819             8,869                16,066               12,056                 

Year 18 1.40           1.37           1.39             1.34% 1.91% 9,284               7,520              12,872             10,426              11,032             8,799                15,296               12,200                 

Year 19 1.43           1.40           1.41             1.33% 1.87% 9,240               7,386              13,067             10,445              10,980             8,642                15,528               12,222                 

Year 20 1.46           1.43           1.44             1.33% 1.79% 9,236               7,053              13,324             10,174              10,976             8,253                15,833               11,905                 

Year 21 1.49           1.46           1.47             1.28% 1.71% 8,914               6,723              13,116             9,892                10,593             7,867                15,587               11,575                 

Year 22 1.52           1.49           1.50             1.24% 1.62% 8,596               6,398              12,901             9,603                10,216             7,487                15,332               11,237                 

Year 23 1.55           1.52           1.53             1.19% 1.54% 8,284               6,080              12,681             9,307                9,844               7,114                15,069               10,891                 

Year 24 1.58           1.55           1.56             1.15% 1.46% 7,977               5,769              12,455             9,008                9,479               6,751                14,801               10,541                 

Year 25 1.61           1.58           1.59             1.11% 1.39% 7,676               5,467              12,226             8,707                9,122               6,397                14,528               10,189                 

Year 26 1.64           1.61           1.62             1.06% 1.31% 7,382               5,174              11,992             8,406                8,772               6,055                14,251               9,836                   

Year 27 1.67           1.64           1.66             1.02% 1.24% 7,095               4,891              11,756             8,105                8,431               5,724                13,971               9,484                   

Year 28 1.71           1.67           1.69             0.98% 1.17% 6,815               4,619              11,518             7,807                8,099               5,405                13,688               9,135                   

Year 29 1.74           1.71           1.72             0.94% 1.11% 6,543               4,358              11,279             7,512                7,775               5,099                13,404               8,790                   

Year 30 1.78           1.74           1.76             0.90% 1.04% 6,278               4,107              11,039             7,222                7,460               4,806                13,118               8,451                   

Year 31 1.81           1.78           1.79             0.87% 0.98% 6,021               3,868              10,799             6,937                7,155               4,526                12,833               8,117                   

Year 32 1.85           1.81           1.83             0.83% 0.92% 5,771               3,639              10,558             6,658                6,858               4,258                12,547               7,790                   

Year 33 1.88           1.85           1.87             0.80% 0.87% 5,530               3,421              10,319             6,385                6,571               4,004                12,263               7,471                   

Year 34 1.92           1.88           1.90             0.76% 0.82% 5,296               3,215              10,081             6,119                6,294               3,762                11,980               7,160                   

Year 35 1.96           1.92           1.94             0.73% 0.77% 5,070               3,018              9,844               5,860                6,025               3,532                11,698               6,857                   

Year 36 2.00           1.96           1.98             0.00% 0.72% -                   2,832              -                   5,609                -                   3,314                -                     6,563                   

Year 37 2.04           2.00           2.02             0.00% 0.67% -                   2,656              -                   5,365                -                   3,108                -                     6,278                   

Year 38 2.08           2.04           2.06             0.00% 0.63% -                   2,490              -                   5,129                -                   2,913                -                     6,002                   

Year 39 2.12           2.08           2.10             0.00% 0.59% -                   2,332              -                   4,902                -                   2,729                -                     5,736                   

Year 40 2.16           2.12           2.14             0.00% 0.55% -                   2,184              -                   4,682                -                   2,556                -                     5,479                   

Year 41 2.21           2.16           2.19             0.00% 0.52% -                   2,045              -                   4,470                -                   2,392                -                     5,231                   

Year 42 2.25           2.21           2.23             0.00% 0.49% -                   1,913              -                   4,266                -                   2,238                -                     4,992                   

Year 43 2.30           2.25           2.27             0.00% 0.45% -                   1,789              -                   4,070                -                   2,094                -                     4,763                   

Year 44 2.34           2.30           2.32             0.00% 0.42% -                   1,673              -                   3,882                -                   1,958                -                     4,542                   

Year 45 2.39           2.34           2.37             0.00% 0.40% -                   1,564              -                   3,701                -                   1,830                -                     4,330                   

Year 46 2.44           2.39           2.41             0.00% 0.37% -                   1,461              -                   3,527                -                   1,710                -                     4,127                   

Year 47 2.49           2.44           2.46             0.00% 0.35% -                   1,365              -                   3,361                -                   1,597                -                     3,933                   

Year 48 2.54           2.49           2.51             0.00% 0.32% -                   1,275              -                   3,201                -                   1,492                -                     3,746                   

(14) Total 693,788 394,267 818,359           510,904            824,467 461,348 972,502             597,830               

Assumptions:

(15) Indexation rate 2%

(16) % of Policy Year falling in each Fiscal Loss Year 50%

Notes:
(3) = (16) x (1) + (1 - (16) ) x (2)

(4) Appendix F.1, Col (1)

(5) Appendix F.1, Col (2)

See Technical Appendix A.0 for additional details on this Appendix

Indexation Factor Cashflows and Indexation Adjustment PY 2021-1Payment Pattern Cashflows and Indexation Adjustment PY 2021-2



 2021 RRA Chapter 3, Tech. App. B.0 Diagnostics for Appendix B.0 

Insurance Corporation of British Columbia 1 
December 15, 2020 

DIAGNOSTIC STATISTICS AND PLOTS FOR APPENDIX B.0 

1. This technical appendix discusses the diagnostics used to test the quality of the models 

described in Appendix B.0 (written exposure and average premium models). 

2. As discussed in Appendix B.0, the models to forecast policy year (PY) 2021-1 and PY 

2021-2 written exposure from historical written exposure data are selected for a set of 

mutually exclusive exposure groups, each with a significant influence on the overall exposure 

trend and/or overall average premium trend.  Regression models are fit to on-levelled 

historical average premium data based on the same chosen exposure groups as the exposure 

models.  Information on the selected exposure groups, exposure models, and average 

premium models are provided in Appendix B.2. 

3. Total Personal and Total Commercial exposures are forecast by summing the modeled 

exposure for the chosen exposure groups.  Similarly, the selected Personal and Commercial 

modeled average premiums are combinations of the modeled average premiums for the 

chosen exposure groups. 

4. Diagnostic Statistics – The following diagnostic statistics are calculated to gauge the 

quality of the fitted curve produced by each of the underlying candidate models during the 

model selection process.  There are instances where the diagnostics for the selected model 

are not significant but the model is still selected based on other factors or known influence on 

such models (such as changes in policy mix, or data adjustment). 

 The coefficient of multiple determination (R2) – this is a measure of goodness of fit 

and also a measure of comparison between candidate models.  Generally, a higher R2 

value is preferable to a lower R2 value when selecting a model.  However, the R2 value 

is not the only consideration when selecting the model, especially if the historical data 

is unstable due to seasonality and other external influences. 

 Explanatory variable coefficients – the sign (+ or -) and the magnitude are assessed 

to check if they are intuitive and reasonable. 

 Explanatory variable p-values – indicate if each explanatory variable is significant. 

Generally, a p-value close to or at zero indicates that the selected variable is 

significant. 

5. Diagnostic Plots – Two diagnostic plots are shown below for each of the overall 

personal and commercial exposure and average premium forecast models used in 

Appendix B.0, and also the trailer exposure model.  Diagnostic plots are not used for the off 
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road vehicle (ORV) exposure forecast model which is judgmentally set to a trend of 5% nor 

the average premium forecast models for trailers and ORV which show no discernible trend. 

 The plots on the left-hand side are residuals versus fitted values, where a residual is 

the difference between the modeled value and the actual value for one data point in 

the experience period.  This plot is used to test the assumption that the residuals have 

constant variance across the entire domain of fitted values.  If this assumption holds, 

then the dots on the residual plot will be scattered randomly. 

 The plots on the right-hand side of each page are quantiles of residuals versus the 

quantiles of a standard Normal distribution (Q-Q plot).  These plots are used to assess 

whether the residuals follow a standard Normal distribution.  If it is true, the points in 

the Q-Q plot should approximate a 45-degree straight line. 

Personal Written Exposure Diagnostic Plots 
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Commercial Written Exposure Diagnostic Plots 

 
 

Trailer Written Exposure Diagnostic Plots 
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Personal Average Premium Diagnostic Plots 

   

 

Commercial Average Premium Diagnostic Plots 
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DIAGNOSTIC STATISTICS AND PLOTS FOR APPENDICES C.5.0 AND 

C.6.0 

1. This technical appendix discusses the diagnostics used to test the quality of the models 

described in Appendices C.5.0 and C.6.0.   

2. Diagnostic Statistics – A number of diagnostic statistics are calculated to gauge the 

quality of the fitted curve produced by the model and to facilitate comparisons among 

candidate models during the model selection process.  There are instances where the 

diagnostics for the selected model are not significant but the model is still selected due to 

other factors or known influences on such models (such as changes in claims handling 

practices, data adjustments, or the timing of a recession).  The diagnostics that are used are 

as follows: 

 The coefficient of multiple determination (R2) measures the portion of the variation in 

the response variable that is explained by the explanatory variable(s).  R2 also provides 

a measure of comparison between candidate models. 

 Explanatory variable coefficients – the sign (+ or -) and the magnitude are assessed 

to check if they are intuitive and reasonable. 

 Explanatory variable p-values – indicate if each explanatory variable is significant. 

3. Diagnostic Plots – Two diagnostic plots are shown below for the forecast models 

used in the loss trend analysis in Appendices C.5.0 and C.6.0. 

 The plots on the left hand side are residuals versus fitted values, where a residual is 

the difference between the modeled value and the actual value for one data point in 

the experience period.  This plot is used to test the assumption that the residuals have 

constant variance across the entire domain of fitted values.  If this assumption holds, 

then the dots on the residual plot will be scattered randomly. 

 The plots on the right hand side are quantiles of residuals versus the quantiles of a 

standard Normal distribution (Q-Q plot).  It is used to assess whether the residuals 

follow a standard Normal distribution.  If it is true, the points in the Q-Q plot should 

approximate a 45-degree straight line. 

4. These diagnostic statistics and diagnostic plots are provided below for each regression 

model.  For the forecast models in Appendix C.5.0, no model diagnostics are included for 
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Medical Rehabilitation (MR) frequency, Weekly Benefits (WB) frequency, and Death Benefits 

(DB) frequency because a flat trend was selected for each.   

5. MR Severity Statistics and Diagnostic Plots 

The selected model has an R² value of 87%.  The model is based on the period from 2009/10 

fiscal Q3 to 2016/17 fiscal Q2 (28 quarters). 

 

6. WB Severity Statistics and Diagnostic Plots 

The selected model has an R² value of 59%.  The model is based on the period from 2009/10 

fiscal Q4 to 2016/17 fiscal Q3 (28 quarters). 
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7. Basic Vehicle Damage Coverage (BVDC) Frequency Statistics and Diagnostic 

Plots 

The selected frequency model has an R² value of 47%.  The frequency model is based on the 

period from 2009/10 fiscal Q4 to 2019/20 fiscal Q3 (40 quarters). 

  

8. BVDC Severity Statistics and Diagnostic Plots 

The selected severity model has an R² value of 96%.  The model is based on the period from 

2015/16 fiscal Q1 to 2019/20 fiscal Q4 (20 quarters). 

 



Tech 2021 RRA Chapter 3, Tech. App. C.1.0 Diagnostics for C.5.0 and C.6.0 

Insurance Corporation of British Columbia 4 
December 15, 2020 

9. Third Party Liability (TPL)-Vehicle Damage Frequency Statistics and 

Diagnostic Plots 

The selected model has an R2 value of 26%.  The model is based on the period from 2009/10 

fiscal Q4 to 2019/20 fiscal Q3 (40 quarters). 

  

10. TPL-Vehicle Damage Severity Statistics and Diagnostic Plots 

The selected model has an R2 value of 86%.  The model is based on the period from 2010/11 

fiscal Q1 to 2019/20 fiscal Q4 (40 quarters). 
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11. TPL-Non-Vehicle Damage Frequency Statistics and Diagnostic Plots 

The selected model has an R² value of 77%.  The model is based on the period from 2009/10 

fiscal Q4 to 2019/20 fiscal Q3 (40 quarters). 

   

12. TPL-Non-Vehicle Damage Severity Statistics and Diagnostic Plots 

The selected model has an R² value of 71%.  The model is based on the period from 2010/11 

fiscal Q1 to 2019/20 fiscal Q4 (40 quarters). 
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13. TPL-Bodily Injury (BI) Frequency Statistics and Diagnostic Plots 

The selected model has an R² value of 74%.  The model is based on the period from 2009/10 

fiscal Q4 to 2019/20 fiscal Q3 (40 quarters).  

 

14. TPL-BI Severity Statistics and Diagnostic Plots 

The selected model has an R² value of 71%.  The model is based on the period from 2010/11 

fiscal Q1 to 2019/20 fiscal Q4 (40 quarters). 
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BULK ALLOCATION AND FORECASTS 

1. This technical appendix discusses the allocation of bulk claims costs against the 

corresponding coverages, and the application of trends to project bulk claims costs for future 

years. 

2. Allocation to Coverages – The incurred amount of bulk claims costs for each fiscal 

loss year are estimated on an overall basis.  As discussed in Technical Appendix D.6, tort 

expenses have been removed from the historical bulk claims costs in order to support a 

forecast of bulk claims costs for policy year 2021, during which the Enhanced Care model will 

be in place. 

3. The overall bulk claims costs for fiscal loss years (FLYs) 2018 through 2020 are 

allocated into coverages by using allocation factors based on the proportion of projected loss 

costs for each Plate Owner coverage.  This calculation is shown in Technical Appendix C.2.1.   

4. Forecasts - The bulk claims costs for FLYs 2021 through 2024 are forecast by applying 

selected loss cost trends for each coverage separately.  The loss cost trends are derived from 

the Plate Owner trends for Enhanced Care coverages, which are shown in Appendix C.1.   

5. The trends are applied to the average of the bulk claims costs from the three most 

recent fiscal years (2018-2020), for each coverage.  The same trend rate is applied each year, 

in order to project bulk claims costs for FLYs 2021 through 2024.  The calculations are shown 

in Technical Appendix C.2.1. 
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Bulk Claims Costs - Allocation and Forecast
As of June 30, 2020

Incurred Losses and ALAE ($ 000's)

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

(1) x (a) (1) x (a) (1) x (a)

Coverage

% Allocation 

Factor 2017/18 2018/19 2019/20

Medical & Rehabilitation 36.5% 2,246                  4,134                  3,842                      

Income Replacement & Indemnity 20.3% 1,247                  2,296                  2,133                      

Permanent Impairment & Death Benefit 7.2% 446                     822                     763                         

BVDC 30.2% 1,861                  3,426                  3,184                      

TPL-Vehicle Damage 0.9% 57                       105                     98                           

TPL-Non-Vehicle Damage 1.9% 118                     217                     201                         

TPL-Bodily Injury 2.9% 182                     334                     311                         

Total (a) 6,157                  11,335                10,532                    

(5) (6) (7) (8) (9) (10)

(5) (7) x [1 + (6)] (8) x [1 + (6)] (9) x [1 + (6)]

Coverage 3-Year Average Loss Cost Trend 2020/21 2021/22 2022/23 2023/24

Medical & Rehabilitation 3,407                  5.6% 3,407                  3,598                      3,799                   4,012                   

Income Replacement & Indemnity 1,892                  3.9% 1,892                  1,966                      2,043                   2,123                   

Permanent Impairment & Death Benefit 677                     1.2% 677                     685                         694                      702                      

BVDC 2,824                  5.4% 2,824                  2,976                      3,137                   3,306                   

TPL-Vehicle Damage 87                       4.2% 87                       91                           94                        98                        

TPL-Non-Vehicle Damage 179                     2.2% 179                     183                         186                      191                      

TPL-Bodily Injury 275                     3.1% 275                     284                         293                      302                      

Total 9,341                  9,341                  9,783                      10,246                 10,734                 

(a) From Technical Appendix D.6.1 Col. (4)

(1) From C.2.2 Col. (3)

(5) Average of Col. (2) to Col. (4)

(6) [1+ year over year change in 2021/2022 frequency] x [1+ year over year change in 2021/2022 severity] - 1,  from Appendix C.1

Historical

Forecast

PY 2021 Actuarial Analysis



Insurance Corporation of British Columbia Technical Appendix  C.2.2

Bulk Claims Costs - Allocation Factors
As of June 30, 2020

(1) Loss Cost - Plate Owner ($)

Plate Owner Coverage 2022/23 2023/24 2024/25

Medical & Rehabilitation 223                     236                     249                     

Income Replacement & Indemnity 126                     131                     136                     

Permanent Impairment & Death Benefit 46                       47                       47                       

BVDC 185                     195                     206                     

TPL-Vehicle Damage 6                         6                         6                         

TPL-Non-Vehicle Damage 12                       12                       13                       

TPL-Bodily Injury 18                       19                       20                       

Total (a) 617                     646                     677                     

(2) Proportion of Basic Loss Cost - Plate Owner

Plate Owner Coverage 2022/23 2023/24 2024/25

Selected 

Allocation 

Factor (3)

Medical & Rehabilitation 36.2% 36.5% 36.8% 36.5%

Income Replacement & Indemnity 20.4% 20.3% 20.1% 20.3%

Permanent Impairment & Death Benefit 7.5% 7.2% 7.0% 7.2%

BVDC 30.0% 30.2% 30.4% 30.2%

TPL-Vehicle Damage 0.9% 0.9% 0.9% 0.9%

TPL-Non-Vehicle Damage 2.0% 1.9% 1.9% 1.9%

TPL-Bodily Injury 3.0% 2.9% 2.9% 2.9%

(1) = [frequency x severity], by Plate Owner coverage from Appendix C.1

(2) = (1) / (a) for each coverage and FLY

(3) Average proprortion of basic loss cost - plate owner for FLYs 2022/23 to 2024/25

Fiscal Loss Year

Fiscal Loss Year

PY 2021 Actuarial Analysis
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UNALLOCATED LOSS ADJUSTMENT EXPENSE (ULAE) PROJECTION  

1. ULAE is the amount of internal claims servicing expenses which is not directly 

assignable to individual claims.  In a given year, ICBC services claims that have occurred in 

that year, as well as claims from prior years that had not yet settled.  The corresponding ULAE 

paid in the year is described as Claims Services, as discussed further in Chapter 6, Operating 

Expenses and Allocation Information, and shown in Figure 6.1. 

2. Claims from Policy Year (PY) 2021 will be incurred in fiscal years 2021/22, 2022/23 

and 2023/24 (fiscal years 2022 to 2024), but the associated ULAE costs will be paid over a 

longer period, as claims from PY 2021 are handled and eventually closed.  This means that 

ICBC cannot simply use the fiscal years 2022 to 2024 forecasts of Claims Services because 

they do not provide for all of the claims services expenses that will be paid in future years on 

claims incurred during PY 2021.  Also, a portion of the expenses paid in fiscal years  

2022 to 2024 are to service claims from prior policy years which are not part of this revenue 

requirements application (RRA). 

3. Claims services expenses may be paid on a claim over several years, from when it is 

first reported until it is completed.  ULAE is incurred when a claim opens, is maintained while 

open, and is completed.  Completed claims are assumed to have no significant maintenance 

or closing costs in the future since all adjusting activity is completed.  

4. To estimate the expected amount of ULAE for each fiscal loss year (FLY), ICBC uses 

the Johnson Method, with alternative weightings.  Mango and Allen1 suggested in their paper 

that 40% of ULAE are incurred when a claim opens, 35% at the time of completion of a claim, 

and the remaining 25% for maintenance while a claim stays open.  ICBC follows this 

suggestion for Third Party Liability (TPL) and Basic Vehicle Damage Coverage (BVDC) claims.  

For Enhanced Accident Benefits (EAB) claims, ICBC studied the required job functions to 

service these claims and estimates that 35% of ULAE will be incurred when a claim opens, 

5% at the time of completion of a claim, and the remaining 60% for maintenance while a 

claim stays open.  The main difference for EAB claims is the reduction in the relative effort 

spent on closing a claim, primarily due to the move away from tort claims, which can involve 

a lengthy and involved settlement process. 

 

                                                           
1 Donald Mango and Craig Allen, Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense 
Reserve, Casualty Actuarial Society Forum Fall 1999 Edition. Accessed on December 5, 2018, 
https://www.casact.org/pubs/forum/99fforum/99ff233.pdf. 

https://www.casact.org/pubs/forum/99fforum/99ff233.pdf
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5. Based on the number of claims opening, completing, and remaining open in each 

historical year, the above-mentioned factors are used to obtain a weighted claim count for 

that year which represents an estimate of the amount of claim servicing effort expended.  

Weighted counts for future fiscal years are derived by applying selected reported and closure 

patterns to projected incurred claim counts.  The weighted claim counts2 for each FLY and 

period of development are shown in the uppermost triangles of Technical Appendices  

C.3.2 through C.3.6.  The projection of weighted claim counts is then estimated for future 

years. 

6. Historical ULAE costs are used as the base for deriving future ULAE costs per claim, if 

applicable.  The allocation of ULAE costs to the Basic insurance line of business is based on 

the BCUC-approved financial allocation methodology, discussed further in Chapter 6.  Basic 

insurance claims services expense amounts are further allocated into coverages based on the 

cost centers with which the expenses are associated.  This approach is consistent with past 

RRAs.  The calculations are shown in Technical Appendix C.3.9.  

7. The historical average ULAE costs as well as the projected ULAE costs per weighted 

claim are shown in Technical Appendix C.3.7 for Bodily Injury (BI) and Property Damage (PD) 

coverages.  ICBC employs a 2% trend for future change in average ULAE costs, assuming a 

general inflationary increase on operating expenses.  ICBC also assumes the new TPL-BI 

claims will incur similar average ULAE costs as the current BI claims.  Similarly, BVDC claims, 

TPL-vehicle damage claims, and TPL-non-vehicle damage claims are assumed to incur similar 

average ULAE costs as the current PD claims.  ULAE costs for these coverages are projected 

on a combined basis and allocated to individual coverage in Technical Appendices C.3.1. 

8. More claim services resources will be required to service the EAB claims than the 

current Accident Benefit (AB) claims.  Historical ULAE costs on AB claims cannot be used 

directly to project ULAE costs required for EAB claims.  Based on the projected EAB claim 

counts and expected average resources to service each claim, ICBC has developed specific 

claims expense forecasts in fiscal years 2022 to 2024 for EAB claims.  In this Application, 

ICBC projects ULAE costs per weighted claims for EAB claims by comparing the forecasted 

expenses and projected weighted claim counts of these claims.  This represents a change 

from the 2019 RRA where the historical ULAE costs were used to project future ULAE costs 

for all coverages.  Average ULAE cost for Medical Rehabilitation, Income Replacement and 

                                                           
2 Counts for TPL-BI in Technical Appendices C.3.2 and C.3.7 are presented on a claim exposure basis while counts 
for other coverages are presented on a claim basis. 
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Indemnity, and Permanent Impairment and Death Benefits coverages are derived based on 

historical relative ULAE costs for Medical Rehabilitation, Weekly Benefits, and Death Benefits 

claims.  This relies on an assumption that the relative ULAE costs of the EAB coverages are 

similar to those of the current AB coverages.  The calculations are presented in Technical 

Appendix C.3.8.   

9. The ULAE costs on EAB claims will be higher in the initial years as staff are being 

trained and gaining experience on the new products.  The higher cost in the initial year is 

expected to go down in the following two years as experience is gained under the new 

operating model, and from efficiency gains as the number of EAB claims increases over time.  

ICBC employs a 2% trend for future change in average ULAE beyond fiscal year 2023/24.   

10. Despite the higher average ULAE cost for EAB claims compared to those of current AB 

claims, overall injury-related claims services expenses are expected to be lower under the 

Enhanced Care model for PY 2021 than in prior policy years.  This is primarily due to the 

expected significant reduction of BI claims under tort and the expected corresponding 

reduction in injury adjusting and claims legal staff required to service these claims.   

11. ULAE costs for manual coverages are derived based on the ratio of Manual Incurred 

Loss and Allocated Loss Adjustment Expense (ALAE) to Plate Owner Incurred Loss and ALAE 

for each coverage similar to the claims forecast.  These ratios are shown in Technical 

Appendix C.3.1. 

12. ULAE payments by FLY are derived taking the product of weighted claim counts in each 

period by the average ULAE cost per weighted claim count for the appropriate fiscal year.  

They are shown in the lower tables of Technical Appendices C.3.2 through C.3.6 and are 

summarised in Technical Appendix C.3.1. 
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Policy Year Summary of ULAE ($000's)
(1) (2) (3)=(2)x(3d) (4)=(2)x(4d) (5)=(2)x(5d) (6) (7) (8) (9) (10)

Fiscal Loss Year

TPL-BI Basic PD BVDC

TPL-

Vehicle 

Damage

TPL-Non 

Vehicle 

Damage

Medical 

Rehabilitation

Income 

Replacement 

and Indemnity

Permanent 

Impairment and 

Death Benefits

Manual 

Coverages
Total Basic

(a) ECC 2022* 2,309         73,079       66,910       4,367         1,802         56,189           46,159 31,208                 4,411         213,356         

(b) 2023 2,455         81,956       75,038       4,897         2,021         55,069           48,467 33,076                 4,702         225,724         

(c)  2024 2,392         84,227       77,117       5,033         2,077         54,173           48,686 32,758                 4,740         226,975         

(d) % of Basic PD 91.6% 6.0% 2.5%

(e) Manual Coverages % of Autoplan 3.1% 2.6% 2.6% 3.3% 1.5% 1.8% 1.8% 1.8%

(f) FLY 2022 proportion for PY 2021-1 45.9%

(g) FLY 2023 proportion for PY 2021-1 49.7%

(h) FLY 2023 proportion for PY 2021-2 50.0%

(i) FLY 2024 proportion for PY 2021-2 50.0%

(j) = (a)x(f)+(b)x(g) PY 2021-1 2,279         74,238       67,971       4,436         1,831         53,134           45,253               30,747                 4,359         210,009         

(k) = (b)x(h)+(c)x(i) PY 2021-2 2,423         83,092       76,077       4,965         2,049         54,621           48,576               32,917                 4,721         226,349         

ULAE Incremental Payment Pattern
(11) (13) (14) (15) (16)

Year 1 18.57% 44.93% 28.76% 16.36% 24.73% 26.99%

Year 2 31.41% 49.25% 37.85% 29.44% 37.22% 37.23%

Year 3 20.08% 4.94% 13.37% 19.04% 18.46% 15.04%

Year 4 11.40% 0.69% 7.08% 10.00% 9.54% 7.67%

Year 5 7.19% 0.11% 4.74% 7.21% 5.77% 4.92%

Year 6 4.56% 0.05% 3.16% 5.53% 2.99% 3.19%

Year 7 2.59% 0.02% 1.91% 4.04% 1.04% 1.87%

Year 8 2.11% 0.01% 1.07% 2.73% 0.26% 1.25%

Year 9 1.40% 0.00% 0.66% 1.80% 0.00% 0.79%

Year 10 0.52% 0.00% 0.46% 1.26% 0.00% 0.43%

Year 11 0.16% 0.00% 0.31% 0.85% 0.00% 0.24%

Year 12 0.00% 0.00% 0.21% 0.58% 0.00% 0.13%

Year 13 0.00% 0.00% 0.15% 0.40% 0.00% 0.09%

Year 14 0.00% 0.00% 0.10% 0.27% 0.00% 0.06%

Year 15 0.00% 0.00% 0.07% 0.18% 0.00% 0.04%

Year 16 0.00% 0.00% 0.05% 0.12% 0.00% 0.03%

Year 17 0.00% 0.00% 0.03% 0.08% 0.00% 0.02%

Year 18 0.00% 0.00% 0.03% 0.09% 0.00% 0.02%

Total 100.00% 100.00% 100.00% 100.00% 100.00%

(1) From T.Appendix C.3.2, Column (1)

(2) From T.Appendix C.3.3, Column (1)

(6) From T.Appendix C.3.4, Column (1)

(7) From T.Appendix C.3.5, Column (1)

(8) From T.Appendix C.3.6, Column (1)

(9)(a) = (1)(a)x(1)(e)+(3)(a)x(3)(e)+(4)(a)x(4)(e)+(5)(a)x(5)(e)+(6)(a)x(6)(e)+(7)(a)x(7)(e)+(8)(a)x(8)(e)

(9)(b) = (1)(b)x(1)(e)+(3)(b)x(3)(e)+(4)(b)x(4)(e)+(5)(b)x(5)(e)+(6)(b)x(6)(e)+(7)(b)x(7)(e)+(8)(b)x(8)(e)

(9)(c) = (1)(c)x(1)(e)+(3)(c)x(3)(e)+(4)(c)x(4)(e)+(5)(c)x(5)(e)+(6)(c)x(6)(e)+(7)(c)x(7)(e)+(8)(c)x(8)(e)

(10)=(1)+(2)+(6)+(7)+(8)+(9)

(11) From T.Appendix C.3.2, Row (c)

(12) From T.Appendix C.3.3, Row (c)

(13) From T.Appendix C.3.4, Row (c)

(14) From T.Appendix C.3.5, Row (c)

(15) From T.Appendix C.3.6, Row (c)

(16) = [(1)(e)x(11)+(2)(e)x(12)+(6)(e)x(13)+(7)(e)x(14)+(8)(e)x(15)] ÷ [(1)(e)+(2)(e)+(6)(e)+(7)(e)+(8)(e)]

(d), (f) to (i) From internal actuarial analysis

(e) From T.Appendix D.5.1, Row "Selected".  BVDC includes Collision & Specified Perils, and Basic PD is a weighted average of BVDC, TPL-Vehicle damage, and TPL-Non-vehicle Damage

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)

TPL-BI
Medical 

Rehabilitation

(12)

100.00%

Manual 

Coverages

Permanent 

Impairment and 

Death Benefits

Income 

Replacement 

and Indemnity

BVDC

TPL-Vehicle Damage

TPL-Non Vehicle Damage
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Insurance Corporation of British Columbia Technical Appendix  C.3.2

Calculation of TPL-BI ULAE Incremental Payment Pattern by Policy Year

Weighted Exposure Count

Weights of 40% opening, 35% closing, and 25% maintenance are based on Mango and Allen's alternative weightings for Johnson's method¹, and are applied as follows:

Opening weight is included for the incremental number of claims opened within the year, to reflect that 40% of the average claim's cost is associated with the initial transaction.

Closing weight is included for the incremental number of claims closed within the year, to reflect that 35% of the average claim's cost is associated with the terminal transaction.

The 25% weight for maintenance of claims is spread over average claim duration of 2.52 years, resulting in a weight of 10% per maintained claim per year, which is included for the number of claims remaining open at the end of the previous year, 

and for the incremental number of claims opened within the year, to reflect that 10% of the average claim's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

2006 37,126    12,314    4,651      2,634      1,613      798         351         178         94           72           42           29           19           11           10           11           10           17           

2007 36,564    11,187    4,330      2,698      1,614      721         335         173         124         88           63           42           27           10           20           15           12           18           

2008 35,621    10,618    4,342      2,808      1,529      699         351         207         130         92           48           25           18           22           19           16           11           16           

2009 33,484    10,257    4,376      2,568      1,507      802         416         216         139         95           58           39           31           26           25           16           11           16           

2010 32,838    10,145    4,249      2,670      1,725      905         412         249         137         85           45           49           35           30           22           14           10           14           

2011 35,248    9,640      4,649      2,975      2,024      1,021      575         290         151         95           79           58           49           32           23           15           10           15           

2012 34,876    10,661    5,333      3,091      1,951      1,110      539         281         158         114         79           66           44           29           21           14           9             14           

2013 33,539    12,310    5,272      2,984      2,099      1,204      593         310         184         126         102         67           45           30           22           14           10           14           

2014 33,230    12,154    5,564      3,445      2,335      1,220      688         378         256         194         129         85           57           37           27           18           12           18           

2015 34,076    12,785    6,635      3,652      2,211      1,516      970         525         387         259         173         114         77           50           36           24           16           23           

2016 35,234    15,412    7,079      3,378      2,643      1,858      1,349      777         551         369         246         163         109         72           50           33           22           32           

2017 37,601    15,601    6,134      3,587      3,064      2,264      1,850      1,042      760         508         339         225         150         99           69           46           31           44           

2018 39,391    14,665    7,031      4,251      3,608      2,974      2,427      1,366      1,013      677         451         300         200         133         91           61           41           58           

2019 35,992    15,552    7,393      4,034      3,810      3,111      2,553      1,436      1,073      717         478         317         212         140         96           64           43           61           

2020 33,810    16,629    6,267      2,178      2,010      1,593      1,083      600         413         276         183         121         81           53           37           24           17           23           

2021 26,975    16,916    6,383      2,518      2,248      1,751      1,192      662         467         312         207         138         92           60           42           28           19           26           

ECC 2022* 374         253         140         79           57           28           19           18           6             3             -          -          -          -          -          -          -          -          

2023 390         264         146         82           59           29           20           19           6             3             -          -          -          -          -          -          -          -          

2024 372         252         140         78           56           28           19           18           6             3             -          -          -          -          -          -          -          -          

Weighted count in future fiscal years (shaded area) for fiscal loss years 2021 and prior is calculated from historical reported and closure patterns.

Weighted count in fiscal loss years 2022, 2023 and 2024 is calculated from historical reported and closure patterns of out of province BI claims.

Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim counts above by the fiscal year ULAE cost per weighted claim calculated in T.Appendix C.3.7 (1)

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

Incurred 

ULAE

2006 100         55           44           34           22           22           26           23           39           

2007 172         113         94           73           54           21           44           35           29           43           

2008 287         167         137         85           49           39           50           43           38           26           39           

2009 576         277         207         167         117         87           70           59           57           39           27           39           

2010 1,254      531         372         242         169         99           110         80           71           52           35           24           36           

2011 2,805      1,314      859         509         303         209         177         133         116         77           57           38           26           39           

2012 4,284      2,509      1,660      947         563         349         257         181         155         106         71           53           35           24           37           

2013 7,306      3,838      3,140      2,117      1,188      682         413         290         239         161         110         73           55           37           25           38           

2014 16,843    7,156      5,154      4,106      2,445      1,516      850         588         455         309         208         142         95           70           47           32           48           

2015 47,222    16,445    9,924      6,423      4,430      3,341      2,182      1,203      905         619         420         283         194         129         94           63           44           64           

2016 45,319    23,053    12,451    6,768      5,827      4,178      3,094      1,818      1,316      899         611         412         282         189         135         92           63           92           

2017 56,242    27,438    12,291    7,907      6,890      5,192      4,328      2,485      1,849      1,262      858         580         396         267         188         128         87           127         

2018 69,277    29,385    15,498    9,557      8,275      6,957      5,790      3,325      2,514      1,715      1,166      789         538         363         255         173         118         171         

2019 72,118    34,281    16,623    9,250      8,912      7,423      6,214      3,564      2,717      1,852      1,259      853         582         393         275         186         127         184         

2020 74,528    37,389    14,373    5,095      4,797      3,878      2,687      1,520      1,068      727         491         333         227         152         108         72           51           71           

2021 60,650    38,795    14,931    6,008      5,471      4,348      3,018      1,711      1,230      838         568         384         263         176         125         84           58           83           

ECC 2022* 858         593         335         192         141         70           49           48           16           8             -          -          -          -          -          -          -          -          2,309         

2023 912         630         356         204         149         75           52           51           17           8             -          -          -          -          -          -          -          -          2,455         

2024 888         614         347         199         146         73           51           50           17           8             -          -          -          -          -          -          -          -          2,392         

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216

2024 37.15% 25.67% 14.49% 8.30% 6.08% 3.04% 2.13% 2.09% 0.71% 0.33% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Avg 1

(a) FLY Selected 37.15% 25.67% 14.49% 8.30% 6.08% 3.04% 2.13% 2.09% 0.71% 0.33% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(b) FLY + 1 0.00% 37.15% 25.67% 14.49% 8.30% 6.08% 3.04% 2.13% 2.09% 0.71% 0.33% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) Policy Year Selected 18.57% 31.41% 20.08% 11.40% 7.19% 4.56% 2.59% 2.11% 1.40% 0.52% 0.16% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) is the average of (a) and (b)

¹ Reference: "Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense Reserve"; Mango, Donald F., FCAS, MAAA and Allen, Craig A., FCAS, FCIA; Casualty Actuarial Society Forum, Fall 1999 volume

  Available: http://www.casact.org/pubs/forum/99fforum/99ff233.pdf

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Insurance Corporation of British Columbia Technical Appendix  C.3.3

Calculation of Property Damage ULAE Incremental Payment Pattern by Policy Year

Weighted Count

Weights of 40% opening, 35% closing, and 25% maintenance are based on Mango and Allen's alternative weightings for Johnson's method¹, and are applied as follows:

Opening weight is included for the incremental number of claims opened within the year, to reflect that 40% of the average claim's cost is associated with the initial transaction.

Closing weight is included for the incremental number of claims closed within the year, to reflect that 35% of the average claim's cost is associated with the terminal transaction.

The 25% weight for maintenance of claims is spread over average claim duration of 0.6 years, resulting in a weight of 41% per maintained claim per year, which is included for the number of claims remaining open at the end of the previous year, 

and for the incremental number of claims opened within the year, to reflect that 41% of the average claim's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

2004 -           -           -           149          104          41            15            10            1              3              1              1              1              (1)             1              -           -           -           

2005 -           -           691          269          73            35            10            10            4              (2)             -           (2)             2              -           -           -           -           -           

2006 213,152   26,768     957          231          89            39            22            19            1              4              2              1              -           -           -           -           -           -           

2007 219,879   29,480     1,185       264          99            42            21            10            4              5              1              1              3              1              -           -           -           -           

2008 219,642   28,881     1,092       241          105          46            9              8              2              2              -           2              1              -           -           -           -           -           

2009 219,797   25,913     1,052       233          119          43            24            6              4              4              2              2              -           -           -           -           -           -           

2010 209,277   22,059     1,066       217          101          34            13            7              7              2              2              -           -           -           -           -           -           -           

2011 210,732   22,272     872          187          85            27            21            17            10            8              -           -           -           -           -           -           -           -           

2012 208,675   21,018     794          185          66            38            29            18            10            -           -           -           -           -           -           -           -           -           

2013 208,466   23,417     720          192          92            59            26            25            1              -           -           -           -           -           -           -           -           -           

2014 207,728   22,261     1,439       387          166          106          58            23            1              1              -           -           -           -           -           -           -           -           

2015 204,513   20,383     3,152       401          129          84            36            20            -           -           -           -           -           -           -           -           -           -           

2016 220,739   18,727     2,356       228          98            73            33            19            -           -           -           -           -           -           -           -           -           -           

2017 236,219   18,925     1,701       244          125          74            34            19            -           -           -           -           -           -           -           -           -           -           

2018 234,177   15,913     2,096       322          123          73            34            19            -           -           -           -           -           -           -           -           -           -           

2019 219,690   17,412     2,292       311          119          71            33            18            -           -           -           -           -           -           -           -           -           -           

2020 208,627   21,346     2,931       359          130          75            35            19            -           -           -           -           -           -           -           -           -           -           

2021 169,128   15,984     2,215       273          100          57            26            14            -           -           -           -           -           -           -           -           -           -           

ECC 2022* 186,413   17,618     2,441       301          110          63            29            16            -           -           -           -           -           -           -           -           -           -           

2023 204,991   19,346     2,675       331          121          70            32            18            -           -           -           -           -           -           -           -           -           -           

2024 206,530   19,500     2,698       334          122          70            32            18            -           -           -           -           -           -           -           -           -           -           

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns

Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim counts above by the fiscal year ULAE cost per weighted claim calculated in T.Appendix C.3.7 (1)

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

Incurred 

ULAE

2004 0              0              (0)             0              -           -           -           

2005 -           (0)             1              -           -           -           -           -           

2006 1              0              0              -           -           -           -           -           -           

2007 1              1              0              0              1              0              -           -           -           -           

2008 2              1              1              -           1              0              -           -           -           -           -           

2009 7              2              1              1              1              1              -           -           -           -           -           -           

2010 10            4              2              2              1              1              -           -           -           -           -           -           -           

2011 25            7              5              5              3              3              -           -           -           -           -           -           -           -           

2012 55            18            10            8              6              3              -           -           -           -           -           -           -           -           -           

2013 212          52            24            17            8              8              0              -           -           -           -           -           -           -           -           -           

2014 6,561       390          101          48            34            20            8              0              0              -           -           -           -           -           -           -           -           

2015 60,273     5,521       819          117          42            28            12            7              -           -           -           -           -           -           -           -           -           -           

2016 59,787     4,865       687          74            33            25            12            7              -           -           -           -           -           -           -           -           -           -           

2017 61,372     5,519       550          83            43            26            12            7              -           -           -           -           -           -           -           -           -           -           

2018 68,291     5,144       710          111          43            26            12            7              -           -           -           -           -           -           -           -           -           -           

2019 71,016     5,895       791          109          43            26            12            7              -           -           -           -           -           -           -           -           -           -           

2020 70,629     7,371       1,032       129          48            28            13            7              -           -           -           -           -           -           -           -           -           -           

2021 58,402     5,630       796          100          37            22            10            6              -           -           -           -           -           -           -           -           -           -           

ECC 2022* 65,658     6,330       894          113          42            25            11            6              -           -           -           -           -           -           -           -           -           -           73,079       

2023 73,646     7,089       1,000       126          47            28            13            7              -           -           -           -           -           -           -           -           -           -           81,956       

2024 75,683     7,289       1,028       130          48            28            13            7              -           -           -           -           -           -           -           -           -           -           84,227       

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216

2024 89.86% 8.65% 1.22% 0.15% 0.06% 0.03% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Avg 1

(a) FLY Selected 89.86% 8.65% 1.22% 0.15% 0.06% 0.03% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(b) FLY + 1 0.00% 89.86% 8.65% 1.22% 0.15% 0.06% 0.03% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) Policy Year Selected 44.93% 49.25% 4.94% 0.69% 0.11% 0.05% 0.02% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) is the average of (a) and (b)

¹ Reference: "Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense Reserve"; Mango, Donald F., FCAS, MAAA and Allen, Craig A., FCAS, FCIA; Casualty Actuarial Society Forum, Fall 1999 volume

  Available: http://www.casact.org/pubs/forum/99fforum/99ff233.pdf

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Insurance Corporation of British Columbia Technical Appendix  C.3.4

Calculation of Medical Rehabilitation ULAE Incremental Payment Pattern by Policy Year

Weighted Count

Weights of 35% opening, 5% closing, and 60% maintenance are based on the work effort required for the new recovery functions under ECC, and are applied as follows:

Opening weight is included for the incremental number of claims opened within the year, to reflect that 35% of the average claim's cost is associated with the initial transaction.

Closing weight is included for the incremental number of claims closed within the year, to reflect that 5% of the average claim's cost is associated with the terminal transaction.

The 60% weight for maintenance of claims is spread over average claim duration of 2.01 years, resulting in a weight of 30% per maintained claim per year, which is included for the number of claims remaining open at the end of the previous year, 

and for the incremental number of claims opened within the year, to reflect that 30% of the average claim's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

2004 -          -          -          1,380      665         317          160         99           59           37           21           17           11           9             8             8             6             12           

2005 -          -          3,163      1,413      723         352          183         95           59           36           25           21           16           15           11           10           17           7             

2006 38,488    10,457    3,137      1,522      787         371          175         80           46           34           22           17           13           10           10           15           12           9             

2007 37,480    9,723      3,163      1,609      850         362          158         83           53           37           29           24           20           16           22           14           9             7             

2008 37,302    9,606      3,223      1,742      865         363          168         81           54           38           27           19           16           14           15           10           7             5             

2009 35,928    9,158      3,388      1,751      820         376          164         96           66           46           35           29           27           18           12           8             5             4             

2010 35,976    9,215      3,460      1,786      872         369          199         118         74           52           40           40           29           20           13           9             6             4             

2011 37,915    9,248      3,632      1,907      949         466          268         140         93           64           51           52           34           23           15           10           7             5             

2012 38,579    10,102    4,044      1,905      1,071      594          309         182         119         89           72           48           32           21           14           9             6             5             

2013 39,105    10,885    3,998      2,158      1,299      701          364         223         160         130         87           58           39           26           17           11           8             6             

2014 40,655    10,657    4,585      2,560      1,475      800          445         313         232         154         103         69           46           31           20           14           9             7             

2015 39,508    12,885    6,377      3,640      2,210      1,388       982         392         275         183         122         81           54           36           24           16           11           8             

2016 41,708    13,753    6,827      3,857      2,744      2,059       1,136      654         459         306         204         136         91           60           40           27           18           13           

2017 45,639    13,830    6,691      4,409      3,518      2,322       1,355      781         548         365         243         162         108         72           48           32           21           16           

2018 48,126    14,227    7,749      5,695      3,878      2,511       1,466      844         592         395         263         176         117         78           52           35           23           17           

2019 47,706    14,775    8,435      5,468      3,837      2,484       1,450      835         586         391         260         174         116         77           51           34           23           17           

2020 47,447    13,771    6,447      4,264      2,993      1,939       1,133      652         458         305         204         136         90           60           40           27           18           13           

2021 37,267    16,050    6,414      4,222      2,955      1,909       1,112      640         448         299         199         133         89           59           39           26           17           13           

ECC 2022* 53,513    16,566    7,659      4,905      3,332      2,061       1,133      621         436         291         194         129         86           57           38           26           17           13           

2023 60,245    18,651    8,622      5,522      3,751      2,321       1,276      699         491         327         218         145         97           65           43           29           19           14           
2024 61,028    18,893    8,734      5,594      3,800      2,351       1,293      708         497         331         221         147         98           65           44           29           19           14           

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns

  

Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim counts above by the fiscal year ULAE cost per weighted claim calculated in T.Appendix C.3.8 (1)

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

Incurred 

ULAE

2004 4             2             2             2             2             2             3             

2005 6             4             3             3             2             3             5             2             

2006 8             4             3             3             2             3             4             3             3             

2007 12           7             5             5             4             5             6             4             3             2             

2008 18           10           7             6             4             5             4             5             3             2             2             

2009 36           17           12           10           8             8             8             5             4             3             2             1             

2010 81            35           22           16           12           11           12           9             6             4             3             2             1             

2011 208         83            49           30           21           18           15           15           10           7             5             3             2             2             

2012 417         191         109          65           40           34           26           21           14           10           7             5             3             2             2             

2013 875         385         238         148          81           63           46           38           26           18           12           8             6             4             3             2             

2014 2,332      818         468         311         178          126         91           68           47           32           22           15           10           7             5             3             2             

2015 8,643      2,298      1,167      766         492         394          285         116         83           56           38           26           18           12           8             6             4             3             

2016 7,437      2,516      1,437      858         780         597          336         197         141         96           65           44           30           21           14           10           6             5             

2017 8,351      2,911      1,488      1,253      1,020      687          409         240         172         117         79           54           37           25           17           12           8             6             

2018 10,131    3,164      2,202      1,651      1,147      757          451         265         190         129         88           60           41           28           19           13           9             7             

2019 10,608    4,199      2,445      1,617      1,157      764          455         267         191         130         88           60           41           28           19           13           9             7             

2020 13,485    3,992      1,906      1,286      921         608          363         213         153         104         71           48           33           22           15           10           7             5             

2021 10,804    4,746      1,935      1,299      927         611          363         213         152         104         70           48           33           22           15           10           7             5             

ECC 2022* 36,072    9,020      3,911      2,555      1,770      1,117       627         350         251         171         116         79           54           36           25           17           11           9             56,189       

2023 32,801    9,524      4,491      2,934      2,033      1,283       719         402         288         196         133         91           62           42           28           19           13           10           55,069       

2024 31,165    9,841      4,640      3,031      2,100      1,325       743         415         298         202         138         94           64           43           29           20           14           10           54,173       

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216

2024 57.53% 18.17% 8.57% 5.60% 3.88% 2.45% 1.37% 0.77% 0.55% 0.37% 0.25% 0.17% 0.12% 0.08% 0.05% 0.04% 0.03% 0.02%

Avg 1 Tail

(a) FLY Selected 57.53% 18.17% 8.57% 5.60% 3.88% 2.45% 1.37% 0.77% 0.55% 0.37% 0.25% 0.17% 0.12% 0.08% 0.05% 0.04% 0.03% 0.02%

(b) FLY + 1 0.00% 57.53% 18.17% 8.57% 5.60% 3.88% 2.45% 1.37% 0.77% 0.55% 0.37% 0.25% 0.17% 0.12% 0.08% 0.05% 0.04% 0.04%

(c) Policy Year Selected 28.76% 37.85% 13.37% 7.08% 4.74% 3.16% 1.91% 1.07% 0.66% 0.46% 0.31% 0.21% 0.15% 0.10% 0.07% 0.05% 0.03% 0.03%

(c) is the average of (a) and (b)

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Insurance Corporation of British Columbia Technical Appendix  C.3.5

Calculation of Income Replacement and Indemnity ULAE Incremental Payment Pattern by Policy Year

Weighted Count

Weights of 35% opening, 5% closing, and 60% maintenance are based on the work effort required for the new recovery functions under ECC, and are applied as follows:

Opening weight is included for the incremental number of claims opened within the year, to reflect that 35% of the average claim's cost is associated with the initial transaction.

Closing weight is included for the incremental number of claims closed within the year, to reflect that 5% of the average claim's cost is associated with the terminal transaction.

The 60% weight for maintenance of claims is spread over average claim duration of 3.69 years, resulting in a weight of 16% per maintained claim per year, which is included for the number of claims remaining open at the end of the previous year, 

and for the incremental number of claims opened within the year, to reflect that 16% of the average claim's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

2004 -          -          -          118         55           24          13           7             5             4             3             2             1             3             1             1             1             3             

2005 -          -          336         132         60           35          20           10           6             4             3             2             4             1             1             1             2             1             

2006 4,013      1,295      333         135         73           33          15           9             5             4             2             5             1             1             1             2             1             1             

2007 3,607      1,211      314         143         80           36          14           8             5             3             2             2             1             2             1             1             1             1             

2008 3,443      1,098      311         164         81           29          13           9             5             7             3             2             2             3             2             1             1             1             

2009 3,094      1,005      332         181         86           34          15           8             7             3             3             3             2             2             1             1             1             1             

2010 2,692      968         346         152         82           37          19           16           7             4             3             2             2             1             1             1             0             0             

2011 2,842      1,044      330         156         83           44          26           14           8             5             4             3             2             1             1             1             0             0             

2012 2,863      1,117      368         152         88           43          22           10           8             1             5             3             2             1             1             1             0             0             

2013 2,695      1,122      319         154         94           55          33           15           7             4             2             2             1             1             0             0             0             0             

2014 2,405      1,130      395         223         134         75          41           15           9             7             4             3             2             1             1             1             0             0             

2015 3,286      1,542      842         562         366         252        162         134         79           54           35           24           16           10           7             5             3             2             

2016 2,576      1,325      730         482         381         276        217         116         69           47           31           21           14           9             6             4             3             2             

2017 1,945      1,093      586         463         362         307        206         110         66           45           29           20           13           9             6             4             3             2             

2018 1,399      927         555         426         353         259        174         94           56           38           25           17           11           7             5             3             2             2             

2019 953         864         476         364         288         211        142         76           46           31           20           14           9             6             4             3             2             1             

2020 1,507      1,099      668         481         376         274        183         98           59           40           26           17           12           8             5             3             2             2             

2021 1,043      613         398         286         225         164        110         59           35           24           16           11           7             5             3             2             1             1             

ECC 2022* 2,511      1,962      889         593         458         334        233         141         99           65           44           29           19           13           9             6             4             3             

2023 2,888      2,264      1,012      671         518         377        264         161         114         75           50           33           22           15           10           7             4             3             
2024 2,925      2,293      1,025      680         525         382        268         163         115         76           51           34           23           15           10           7             4             4             

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns

  

Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim counts above by the fiscal year ULAE cost per weighted claim calculated in T.Appendix C.3.8 (1)

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

Incurred 

ULAE

2004 3             2             4             2             2             3             8             

2005 4             2             6             3             3             2             7             4             

2006 5             3             8             3             2             4             7             4             3             

2007 8             4             4             4             4             5             4             4             3             2             

2008 13           7             11           6             6             6             10           5             4             2             2             

2009 21           10           11           7             8             10           7             7             5             3             2             2             

2010 52          25           25           16           12           10           6             7             5             3             2             2             1             

2011 118         57          42           32           21           16           14           10           7             4             3             2             1             1             

2012 215         116         69          49           27           23           5             15           10           7             5             3             2             2             1             

2013 450         203         151         121        90           48           23           14           8             6             4             3             2             1             1             1             

2014 1,593      518         359         297         209        128         47           28           22           14           10           7             4             3             2             1             1             

2015 4,634      2,025      1,352      1,244      1,013      780        513         432         260         180         121         82           56           38           26           18           12           10           

2016 3,384      2,128      1,618      1,334      1,182      873        701         381         231         159         108         73           50           34           23           16           11           9             

2017 3,124      2,422      1,621      1,435      1,146      991        677         371         226         155         105         71           49           33           22           15           10           8             

2018 3,099      2,564      1,721      1,346      1,140      852        585         320         195         134         91           62           42           29           19           13           9             7             

2019 2,636      2,681      1,506      1,175      949         709        486         266         162         112         76           51           35           24           16           11           7             6             

2020 4,672      3,478      2,156      1,582      1,263      937        639         350         213         147         99           67           46           31           21           14           10           8             

2021 3,298      1,977      1,309      961         770         574        393         215         131         90           61           41           28           19           13           9             6             5             

ECC 2022* 18,047    11,389    4,838      3,295      2,596      1,930     1,373      846         605         408         278         189         128         87           59           40           27           22           46,159       

2023 16,763    12,325    5,621      3,803      2,992      2,224     1,587      986         711         479         326         222         151         102         70           47           32           26           48,467       

2024 15,927    12,735    5,808      3,930      3,091      2,297     1,640      1,019      734         495         337         229         156         106         72           49           33           27           48,686       

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216

2024 32.71% 26.16% 11.93% 8.07% 6.35% 4.72% 3.37% 2.09% 1.51% 1.02% 0.69% 0.47% 0.32% 0.22% 0.15% 0.10% 0.07% 0.06%

Avg 1 Tail

(a) FLY Selected 32.71% 26.16% 11.93% 8.07% 6.35% 4.72% 3.37% 2.09% 1.51% 1.02% 0.69% 0.47% 0.32% 0.22% 0.15% 0.10% 0.07% 0.06%

(b) FLY + 1 0.00% 32.71% 26.16% 11.93% 8.07% 6.35% 4.72% 3.37% 2.09% 1.51% 1.02% 0.69% 0.47% 0.32% 0.22% 0.15% 0.10% 0.12%

(c) Policy Year Selected 16.36% 29.44% 19.04% 10.00% 7.21% 5.53% 4.04% 2.73% 1.80% 1.26% 0.85% 0.58% 0.40% 0.27% 0.18% 0.12% 0.08% 0.09%

(c) is the average of (a) and (b)

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Insurance Corporation of British Columbia Technical Appendix  C.3.6

Calculation of Permanent Impairment and Death Benefits ULAE Incremental Payment Pattern by Policy Year

Weighted Count

Weights of 35% opening, 5% closing, and 60% maintenance are based on the work effort required for the new recovery functions under ECC, and are applied as follows:

Opening weight is included for the incremental number of claims opened within the year, to reflect that 35% of the average claim's cost is associated with the initial transaction.

Closing weight is included for the incremental number of claims closed within the year, to reflect that 5% of the average claim's cost is associated with the terminal transaction.

The 60% weight for maintenance of claims is spread over average claim duration of 1.89 years, resulting in a weight of 32% per maintained claim per year, which is included for the number of claims remaining open at the end of the previous year, 

and for the incremental number of claims opened within the year, to reflect that 32% of the average claim's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

2004 -          -          -          12           4             2              2             1             0             0             0             -          -          -          -          -          -          -          

2005 -          -          29           10           6             2              2             0             0             1             1             0             0             -          (0)            0             -          -          

2006 251         80           27           17           11           5              3             1             1             0             -          -          -          -          -          -          -          -          

2007 210         63           18           10           6             3              2             -          -          -          -          -          -          -          -          -          -          -          

2008 226         72           20           13           7             4              1             1             -          -          -          -          -          -          -          -          -          -          

2009 196         56           21           11           8             5              2             2             1             1             1             0             0             (0)            -          -          -          -          

2010 227         60           23           5             3             3              2             1             1             1             1             1             0             -          -          -          -          -          

2011 186         42           11           5             3             1              1             -          -          -          -          -          -          -          -          -          -          -          

2012 169         46           13           5             3             2              1             1             1             1             0             -          -          -          -          -          -          -          

2013 144         44           12           5             3             2              1             0             0             1             -          -          -          -          -          -          -          -          

2014 151         62           26           8             3             2              1             1             1             -          -          -          -          -          -          -          -          -          

2015 120         93           37           17           8             4              4             1             -          -          -          -          -          -          -          -          -          -          

2016 136         77           29           16           12           8              5             -          -          -          -          -          -          -          -          -          -          -          

2017 153         79           35           22           11           9              3             -          -          -          -          -          -          -          -          -          -          -          

2018 131         60           34           19           12           4              1             -          -          -          -          -          -          -          -          -          -          -          

2019 142         86           37           21           12           5              1             -          -          -          -          -          -          -          -          -          -          -          

2020 148         66           33           19           11           4              1             -          -          -          -          -          -          -          -          -          -          -          

2021 111         55           24           15           8             3              1             -          -          -          -          -          -          -          -          -          -          -          

ECC 2022* 3,471      1,719      805         472         286         99            32           -          -          -          -          -          -          -          -          -          -          -          

2023 4,171      2,066      967         567         343         119          38           -          -          -          -          -          -          -          -          -          -          -          
2024 4,225      2,093      980         575         348         121          39           -          -          -          -          -          -          -          -          -          -          -          

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns

  

Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim counts above by the fiscal year ULAE cost per weighted claim calculated in T.Appendix C.3.8 (1)

Fiscal Loss Year  0 - 12 12 - 24 24 - 36 36 - 48 48 - 60 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 120 - 132 132 - 144 144 - 156 156 - 168 168 - 180 180 - 192 192 - 204 204 - 216

Incurred 

ULAE

2004 -          -          -          -          -          -          -          

2005 1             0             0             -          (0)            1             -          -          

2006 1             -          -          -          -          -          -          -          -          

2007 -          -          -          -          -          -          -          -          -          -          

2008 2             -          -          -          -          -          -          -          -          -          -          

2009 3             2             1             2             2             1             1             (0)            -          -          -          -          

2010 4              2             1             2             2             1             1             1             -          -          -          -          -          

2011 5             1              1             -          -          -          -          -          -          -          -          -          -          -          

2012 7             3             2              2             2             2             2             0             -          -          -          -          -          -          -          

2013 18           5             5             3              2             1             0             2             -          -          -          -          -          -          -          -          

2014 90           28           11           5             4              1             1             1             -          -          -          -          -          -          -          -          -          

2015 174         101         49           30           14           7              7             2             -          -          -          -          -          -          -          -          -          -          

2016 147         103         51           30           22           14            9             -          -          -          -          -          -          -          -          -          -          -          

2017 205         140         63           39           20           17            5             -          -          -          -          -          -          -          -          -          -          -          

2018 231         109         59           35           21           8              3             -          -          -          -          -          -          -          -          -          -          -          

2019 260         150         65           39           22           9              3             -          -          -          -          -          -          -          -          -          -          -          

2020 258         117         60           36           21           8              3             -          -          -          -          -          -          -          -          -          -          -          

2021 197         99           45           27           16           6              2             -          -          -          -          -          -          -          -          -          -          -          

ECC 2022* 17,569    7,028      3,087      1,847      1,140      404          132         -          -          -          -          -          -          -          -          -          -          -          31,208       

2023 17,053    7,921      3,783      2,264      1,398      496          162         -          -          -          -          -          -          -          -          -          -          -          33,076       

2024 16,202    8,184      3,909      2,339      1,444      512          167         -          -          -          -          -          -          -          -          -          -          -          32,758       

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216

2024 49.46% 24.98% 11.93% 7.14% 4.41% 1.56% 0.51% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Avg 1

(a) FLY Selected 49.46% 24.98% 11.93% 7.14% 4.41% 1.56% 0.51% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(b) FLY + 1 0.00% 49.46% 24.98% 11.93% 7.14% 4.41% 1.56% 0.51% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) Policy Year Selected 24.73% 37.22% 18.46% 9.54% 5.77% 2.99% 1.04% 0.26% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) is the average of (a) and (b)

* ECC 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Insurance Corporation of British Columbia Technical Appendix  C.3.7

Fiscal Year Average ULAE Cost per Weighted Claim for TPL-BI and Property Damage*

(1) (2)

Fiscal Year TPL-BI Property Damage

2015 58,491                                   227,840               

2016 60,534                                   242,874                                 

2017 67,527                                   258,654                                 

2018 70,491                                   256,142                                 

2019 64,879                                   237,829                                 

2020 65,549                                   228,666                                 

(3) (4)

Fiscal Year TPL-BI Property Damage

2015 81,057                                   67,148                                   

2016 77,862                                   65,782                                   

2017 101,004                                 67,201                                   

2018 123,973                                 74,696                                   

2019 130,000                                 76,879                                   

2020 144,490                                 77,413                                   

(5)=(3)÷(1) (6)=(4)÷(2)

Fiscal Year TPL-BI Property Damage

2015 1,386                                     295                                        

2016 1,286                                     271                                        

2017 1,496                                     260                                        

2018 1,759                                     292                                        

2019 2,004                                     323                                        

2020 2,204                                     339                                        

(a) Selected Long Term Trend Rate 2.0%

(7) (8)

Fiscal Year TPL-BI Property Damage

ECC 2022 2,293                                     352                                        

2023 2,339                                     359                                        

2024 2,386                                     366                                        

*Counts for TPL-BI are presented on a claim exposure basis while counts for Property Damage are presented on a claim basis.

(1) From T.Appendix C.3.2, diagonal sums; for prior FLYs assume the same development as FLY 2006

(2) From T.Appendix C.3.3, diagonal sums; for prior FLYs assume the same development as FLY 2004

(3) to (4) from T.Appendix C.3.9

(7) to (8): Projected average ULAE Cost per Weighted Claim is calculated by applying the (a) trend rate of 2%

Number of Weighted Claims

Allocated ULAE ($000's)

Average ULAE Cost per Weighted Claim ($)

Projected average ULAE Cost per Weighted Claim ($)
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Insurance Corporation of British Columbia Technical Appendix  C.3.8

Fiscal Year Average ULAE Cost per Weighted Claim from Current Accident Benefits Coverages to Enhanced Accident Benefits (EAB)

(1) (2) (3)

Fiscal Year Medical Rehabilitation
Income Replacement 

and Indemnity
Death Benefits

2015 57,814                              5,054    210                                      

2016 63,354                              4,846                                269                                      

2017 70,819                              4,547                                283                                      

2018 75,281                              4,031                                264                                      

2019 76,301                              3,458                                267                                      

2020 79,500                              4,106                                310                                      

(4) (5) (6)

Fiscal Year Medical Rehabilitation
Income Replacement 

and Indemnity
Death Benefits

2015 12,648                              7,128                                303                                      

2016 11,297                              6,366                                292                                      

2017 12,958                              7,302                                379                                      

2018 15,848                              8,931                                466                                      

2019 16,967                              9,561                                488                                      

2020 22,595                              12,734                              540                                      

(7)=(4)÷(1) (8)=(5)÷(2) (9)=(6)÷(3)

Fiscal Year Medical Rehabilitation
Income Replacement 

and Indemnity
Death Benefits

2015 219                                   1,410                                1,445                                   

2016 178                                   1,314                                1,085                                   

2017 183                                   1,606                                1,339                                   

2018 211                                   2,216                                1,764                                   

2019 222                                   2,765                                1,826                                   

2020 284                                   3,101                                1,742                                   

(10)=(7)÷(7) (11)=(8)÷(7) (12)=(9)÷(7)

Fiscal Year Medical Rehabilitation
Income Replacement 

and Indemnity
Death Benefits

2015 1.0                                    6.4                                    6.6                                       

2016 1.0                                    7.4                                    6.1                                       

2017 1.0                                    8.8                                    7.3                                       

2018 1.0                                    10.5                                  8.4                                       

2019 1.0                                    12.4                                  8.2                                       

2020 1.0                                    10.9                                  6.1                                       

1.0                                    10.7                                  7.5                                       

(13) (14) (15)

Fiscal Year Medical Rehabilitation
Income Replacement 

and Indemnity

Permanent Impairment 

and Death Benefits

ECC 2022 53,513                              2,511                                3,471                                   

2023 76,812                              4,850                                5,890                                   

2024 87,337                              6,077                                7,096                                   

(16)
(17) = (10a)x(13) 

+(11a)x(14) +(12a)x(15)
(18) =(16)÷(17)x(10a) (19) =(16)÷(17)x(11a) (20) =(16)÷(17)x(12a)

Fiscal Year
Budgeted ULAE cost for 

EAB claims ($000's)

Relativity Weighted 

Claims
Medical Rehabilitation

Income Replacement 

and Indemnity

Permanent Impairment 

and Death Benefits

ECC 2022 71,689                              106,350                            674                                      7,187                           5,062                                

2023 94,054                              172,747                            544                                      5,805                           4,088                                

2024 104,899                            205,417                            511                                      5,445                           3,835                                

(b) Selected Long Term Trend Rate 2.0% 2.0% 2.0%

(1) From T.Appendix C.3.4, diagonal sums; for prior FLYs assume the same development as FLY 2004

(2) From T.Appendix C.3.5, diagonal sums; for prior FLYs assume the same development as FLY 2004

(3) From T.Appendix C.3.6, diagonal sums; for prior FLYs assume the same development as FLY 2004

(4) to (6) from T.Appendix C.3.9

(13) From T.Appendix C.3.4, diagonal sums excluding non-Enhanced care FLYs

(14) From T.Appendix C.3.5, diagonal sums excluding non-Enhanced care FLYs

(15) From T.Appendix C.3.6, diagonal sums excluding non-Enhanced care FLYs

(16) From ICBC internal budgeting analysis

(a) Selected Relativity 

Average 4 Years (FY2017-FY2020)

EAB Indicated Average ULAE Cost per Weighted Claim ($)

Relativity of Indicated Average ULAE Cost per Weighted Claim

Number of Weighted Claims

Allocated ULAE ($000's)

Average ULAE Cost per Weighted Claim ($)

Projected Number of EAB Weighted Claims

PY 2021 Actuarial Analaysis
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Allocation of Fiscal Year ULAE by Coverage ($ 000's)

(1) (2) (3) (4) (5) (6) (7)

Fiscal Year Injury 

Adjusting

Recovery and 

Rehabilitation 

Services MD Services First Contact Amount Factor Total

2015 58,996 3,797 32,944 10,660 65,356 1.61 171,754

2016 60,311 2,874 33,861 11,635 56,249 1.52 164,930

2017 80,512 1,794 34,337 13,371 62,724 1.48 192,738

2018 107,158 2,326 42,291 14,933 61,823 1.37 228,530

2019 108,882 2,805 42,406 14,630 69,993 1.41 238,717

2020 119,593 7,758 42,953 13,842 78,940 1.43 263,086

(a) Manual % of Total 2.02%

(b) MR % of Accident Benefits 64.0%

(8) (9) (10) (11)

TPL-BI
Property 

Damage

Accident 

Benefits

Death 

Benefits

(c) Injury Adjusting 84.74% 0.00% 14.94% 0.32%

(d) Recovery and Rehabilitation Services 8.78% 0.00% 91.22% 0.00%

(e) MD Services 0.00% 100.00% 0.00% 0.00%

(f) First Contact 8.64% 89.21% 2.11% 0.03%

(12) (13) (14) (15) (16) (17) (18)

Fiscal Year TPL-BI
Property 

Damage

Medical 

Rehabilitation

Income 

Replacement 

and 

Indemnity

Permanent 

Impairment 

and Death 

Benefits

Manual Basic Total

2015 81,057             67,148           12,648           7,128             303                3,470            171,754         

2016 77,862             65,782           11,297           6,366             292                3,332            164,930         

2017 101,004           67,201           12,958           7,302             379                3,893            192,738         

2018 123,973           74,696           15,848           8,931             466                4,617            228,530         

2019 130,000           76,879           16,967           9,561             488                4,822            238,717         

2020 144,490           77,413           22,595           12,734           540                5,315            263,086         

(1) to (5) From internal ICBC database, Basic claims services expenses by cost centre excluding project costs

(6) = (5) ÷ sum [(1) to (4)] + 1

(a) Based on the ratio of projected Manual Basic incurred loss and ALAE to projected Basic incurred loss and ALAE for PY 2021

(b) Based on the ratio of projected Medical and Rehab. incurred loss and ALAE to projected Medical Rehab. and Income Rep. incurred loss and ALAE for PY 2021

(c) to (f), (8) to (11) From internal actuarial analysis

(12), (13), (16) = [(1) x (c) + (2) x (d) + (3) x (e) + (4) x (f)] x (1 - (a)) x (6) by fiscal year

(14) = [(1) x (c) + (2) x (d) + (3) x (e) + (4) x (f)] x (1 - (a)) x (6) x (b) by fiscal year

(15) = [(1) x (c) + (2) x (d) + (3) x (e) + (4) x (f)] x (1 - (a)) x (6) x (1 - (b)) by fiscal year

(17) = [(7) - (5)] x (a) x (6) by fiscal year

(18) = (12) + (13) + (14) + (15) + (16) + (17)

Claims Handling Overhead

Coverage Breakdown by Cost Centre Group

Allocated ULAE

PY 2021 Actuarial Analaysis
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SUMMARY OF ANALYSIS  

1. The analysis follows the same general structure that was used in the 2019 Revenue 

Requirements Application (RRA), with the exception of three notable changes.  First, in the 

2019 RRA the estimation of incurred loss and allocated loss adjustment expenses (ALAE) was 

located within the Technical Appendix set C, while in the current Application the analysis has 

moved to this Section, Technical Appendix set D.  Second, the Personal and Commercial lines 

of business are now analyzed on a combined basis, as discussed in Appendix A.0.1, 

Section C.2.  Third, the grouping of claims into coverages has been revised to support the 

policy year (PY) 2021 forecast of claims under the Enhanced Care model.  As a result of these 

changes, the numbering of the technical appendices does not correspond directly to that of 

prior RRAs. 

2. The claims cost estimation analyses are shown in Technical Appendices D.1.0 to 

D.9.2.3.  The data and methodology used in the analysis are generally consistent with past 

RRAs, with relevant exceptions for each coverage being noted below in the appropriate 

section. 

3. The selected incurred losses and ALAE, and selected recoveries refer to ICBC’s best 

estimate of these amounts which ultimately will be paid on claims within each fiscal loss year 

(FLY).  Unless noted otherwise, references to loss amounts within this Appendix set should 

be understood as being net of recovery amounts, and references to incurred count or incurred 

severity should be understood as excluding claims completed with no amount (CNA).1   

4. Claims Transformation – ICBC modernized its claims systems and business 

processes with changes coming into operation over the period from November 2013 through 

April 2014, known as Claims Transformation (CT).  Following the completion of CT, ICBC has 

observed the emergence of new patterns in the recording, case reserving, and completion of 

claims.  ICBC also continues to operate in a coexistence environment in which old claims 

continue to be maintained in its legacy system.  As of August 31 2020, approximately 3% of 

all open claims remain in the legacy system.  This coexistence environment will continue to 

exist until the old legacy systems are decommissioned. 

5. Enhanced Care Model - Starting May 1, 2021, all British Columbians will be covered 

under the new Enhanced Care model.  The December 2020 EY Enhanced Accident Benefits 

                                                           
1 A completed claim is a claim where all adjusting activity has been completed.  A claim may be completed before all 
payments are made, distinct from a closed claim, for which all payments have been made. 
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Costing Report (Appendix C.4.0) (EAB Report) provides cost estimates for the Enhanced 

Accident Benefits (EAB) coverages, and relies in some cases on estimates from ICBC’s analysis 

of the current Accident Benefits (AB) coverages.  The current AB coverages have been 

analyzed using data as of August 31, 2020, consistent with ICBC’s regular second-quarter 

reserve analysis.  For the other Enhanced Care model coverages, ICBC is relying on historical 

claims data that has been selected to best represent each of the future coverages.  In order 

to complete, review, and present this additional analysis appropriately for use in forecasting 

the PY 2021 claims costs in this Application, this data was produced as of June 30, 2020 and 

a special reserve analysis was performed.  Details of the claims data used to represent each 

of the Enhanced Care model coverages are as follows: 

a. Basic Vehicle Damage Coverage (BVDC): Historical vehicle Property Damage (PD) 

claims that occurred in British Columbia, excluding Hit-and-Run claims. 

b. Third Party Liability (TPL) – Vehicle Damage: Historical vehicle PD claims that occurred 

outside of British Columbia. 

c. TPL – Non-Vehicle Damage: Historical other-than-vehicle PD claims. 

d. TPL – Bodily Injury: Historical Bodily Injury (BI) claims that occurred outside of British 

Columbia. 

6. Actuarial Methods for Loss and ALAE Amounts - The incurred loss and ALAE 

amounts are analyzed using three commonly used actuarial methods which are referred to as 

the Incurred Development Method, the Paid Development Method, and the Bornhuetter-

Ferguson Method.  Each of these methods calls for a review of historical loss development 

patterns. 

7. In the Incurred Development Method, the actuaries examine the case incurred loss 

and ALAE amounts2 for claims from each FLY3 at annual intervals, and calculate loss 

development factors, which represent the year to year changes in a given FLY’s case incurred 

amounts.  The actuaries forecast future case incurred loss development according to accepted 

actuarial practice by determining the best estimate loss development factors using ICBC’s 

historical experience.  Proper application of this method requires that the timing and level of 

                                                           
2 Case incurred loss and ALAE includes paid loss and ALAE, net of recovered amounts, plus case reserves established 
for expected future payments on specific known claims. 
3 Claims from a fiscal loss year (FLY) means claims where the loss occurs within a period beginning on April 1 of one 
year and ending on March 31 of the following year.  Within these technical appendices, FLYs are labelled based on 
the calendar year associated with their ending month.  For example, FLY 2020 encompasses claims occurring in the 
period from April 2019 through March 2020, and would be labelled as FLY 2020. 



 2021 RRA Chapter 3, Tech. App. D.0 Summary of Analysis 

Insurance Corporation of British Columbia 3 
December 15, 2020 

case reserves, as well as the rates of closure and payment of claims, should be relatively 

consistent over time in order to produce unbiased estimates of the incurred loss and ALAE 

amounts. 

8. Similarly, the application of the Paid Development Method relies on paid loss and ALAE 

amounts4 for claims for each FLY at annual intervals, and loss development factors which 

represent the year to year changes in a given FLY’s paid loss and ALAE amounts.  The 

actuaries forecast future paid loss and ALAE development according to accepted actuarial 

practice by determining loss development factors using ICBC’s historical experience that, 

when applied to paid loss and ALAE amounts, provide for future loss development for each 

FLY.  Proper application of this method requires that the timing of paid loss and ALAE amounts 

should be relatively consistent over time in order to produce unbiased estimates of the 

incurred loss and ALAE amounts. 

9. The Bornhuetter-Ferguson Method weights the estimate of incurred loss and ALAE for 

each FLY resulting from either the Paid Development Method or the Incurred Development 

Method with a separately derived prior estimate of the expected incurred loss and ALAE 

amount for that FLY.  The weights that are applied to the expected loss and ALAE amounts 

are credibility factors based on the maturity of the experience.  The more mature the 

experience, the less credibility is given to the separately derived prior estimate of the 

expected incurred loss and ALAE amount.  The expected incurred loss and ALAE amount is 

determined through an examination of the frequency and severity trends underlying the 

incurred loss amounts for sufficiently mature FLYs. 

10. Actuarial Methods for Recovery Amounts – When recovery amounts are analyzed 

separately, this is done using three methods: the Paid Recovery Development Method, the 

Incremental Recovered Amount to Incurred Loss Method, and the Bornhuetter-Ferguson 

Method.   

11. The Paid Recovery Development Method is similar to the Paid Development Method 

discussed above.  The actuaries forecast future paid recovery development according to 

accepted actuarial practice by determining the best estimate loss development factors for 

future development for each FLY.  Proper application of this method requires that the timing 

of paid recovery amounts should be relatively consistent over time in order to produce 

unbiased estimates of the incurred recovery amounts. 

                                                           
4 The paid loss and ALAE amount on a claim is the actual amount of coverage benefits and expenses already paid by 
ICBC. 
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12. The Incremental Recovered Amount to Incurred Loss Method examines the historical 

pattern of the ratios of incremental recovered amounts to incurred loss and ALAE and uses a 

selected ratio for each development period to forecast future incremental recovered amounts.  

Proper application of this method requires that the incremental recovered amount ratios from 

the historical experience, the timing and level of recovery payments, and their relation to the 

loss and ALAE amounts, be relatively consistent over time.   

13. The Bornhuetter-Ferguson Method weights the estimate from the Incremental 

Recovered Amount to Incurred Loss Method with a separately derived prior estimate of the 

expected incurred recovery amount.  The weights that are applied to the expected incurred 

recovery amounts are credibility factors based on the maturity of the experience.  The more 

mature the experience, the less credibility is given to the separately derived prior estimate of 

the expected incurred recovery amount.  An expected recovery severity is determined through 

an examination of the underlying incurred recovery severity trend, and the expected incurred 

recovery amount is derived by multiplying the expected recovery severity by the incurred 

count.  

14. The sections below describe the estimation of loss and ALAE incurred amounts, which 

is presented in detail in the following technical appendices.  This is followed by discussions of 

the ICBC data sources that are used in Section J, and the Basic/Optional split that is applied 

to certain claims in Section K. 

A. PLATE OWNER BASIC BVDC (TECHNICAL APPENDICES D.1.0 TO 
D.1.4.3) 

15. The actuaries analyze the loss and ALAE amounts selected to represent BVDC in two 

parts: loss and ALAE excluding recovery amounts, and recovery amounts.  The recovery 

amount includes salvage, subrogation, and claim repayments. 

16. ICBC analyzes the BVDC incurred loss and ALAE amounts using the Incurred 

Development Method and the Paid Development Method.  Each of these methods calls for a 

review of historical loss development patterns.  These methods are described in 

paragraphs 7 to 8. 

17. Recovered amounts are analyzed using the Incremental Recovered Amount to Incurred 

Loss Method, which is described in paragraph 12. 
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18. Notable Features in the Historical Data – In some instances, there are features of 

the historical data which may cause the assumptions inherent to the appropriate application 

of the standard methods used for estimation of the amounts of incurred loss and ALAE not to 

hold.  There is one instance relevant to the data selected to represent BVDC, which is 

discussed below. 

19. Data Feature – Sales Tax Recorded as Recovery – The recovered amounts 

recorded in the claims management system were overstated by the amount of sales tax 

collected on salvage sales from the implementation of CT in 2013 until June 2017.  This is 

discussed further in Section J. 

20. Actuarial Response to Historical Data Features – The feature of the historical data 

discussed above has caused, in some cases, the assumptions inherent to the appropriate 

application of the methods used for estimation of the recovery amounts not to hold.  In 

accordance with accepted actuarial practice, in those cases where the assumptions inherent 

to a method do not hold, adjustments have been made so that the assumptions do hold true, 

or the results of the method are not used.  These adjustments are discussed in more detail 

below. 

21. Actuarial Response – Incremental Recovered Amount to Incurred Loss 

Method – The sales tax amounts recorded as recovered amounts have caused the 

assumptions inherent to the appropriate application of the Incremental Recovered Amount to 

Incurred Loss Method not to hold.   

22. ICBC is able to identify sales tax amounts that were recorded as part of recovered 

amounts.  An explicit adjustment has been made to remove these amounts from the historical 

data, in order to more accurately state the recovered amounts, and estimate the outstanding 

recovery amounts.  This adjustment is shown as a data modification in column (2) of Technical 

Appendix D.1.4.1. 

B. PLATE OWNER BASIC TPL-VEHICLE DAMAGE (TECHNICAL 
APPENDICES D.2.0 TO D.2.4.8) 

23. The actuaries analyze the loss and ALAE amounts selected to represent TPL-Vehicle 

Damage coverage in two parts: loss and ALAE excluding recovery amounts, and recovery 

amounts.  The recovery amount includes salvage, subrogation, and claim repayments. 
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24. ICBC analyzes TPL-Vehicle Damage incurred loss and ALAE amounts using the Incurred 

Development Method and the Paid Development Method.  Each of these methods calls for a 

review of historical loss development patterns.  These methods are described in 

paragraphs 7 to 9. 

25. Recovered amounts are analyzed using multiple methods: the Paid Recovery 

Development method, the Incremental Recovered Amount to Incurred Loss Method, and the 

Bornhuetter-Ferguson method for recovery.  The methods are described in paragraphs 

11 to 13. 

26. Notable Features in the Historical Data – In some instances, there are features of 

the historical data which may cause the assumptions inherent to the appropriate application 

of the standard methods used for estimation of the amounts of incurred loss and ALAE not to 

hold.  There is one instance relevant to the data selected to represent TPL-Vehicle Damage, 

which is discussed below. 

27.  Data Feature – Higher Case Reserves – A new pattern of higher case reserve 

amounts on new claims has been observed following the completion of CT, as shown in 

Figure D.0.1. 

Figure D.0.1 – TPL-Vehicle Case Reserves as of 15, 27, 39 and 51 Months 

FLY 
TPL-Vehicle Case Reserves ($000's) 

15 months 27 months 39 months 51 months 

2009 1,584 550 123 144 

2010 1,414 481 286 154 

2011 961 91 59 44 

2012 661 97 50 21 

2013 693 255 52 22 

2014 969 768 414 247 

2015 3,514 1,020 456 343 

2016 3,223 934 62 72 

2017 4,068 1,458 455 424 

2018 4,179 1,638 648  

2019 5,439 2,417   

2020 3,852    

28. Actuarial Response to Historical Data Features – The feature of the historical data 

discussed above has caused, in some cases, the assumptions inherent to the appropriate 
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application of the methods used for estimation of the amounts of incurred loss and ALAE not 

to hold.  In accordance with accepted actuarial practice, in those cases where the assumptions 

inherent to a method do not hold, adjustments have been made so that the assumptions do 

hold true, or the results of the method are not used.  These adjustments are discussed in 

more detail below. 

29. Actuarial Response – Incurred Development Method – The greater amount of 

case reserves on claims for accidents occurring in FLYs 2015 to 2020 has caused the case 

incurred loss and ALAE amounts at 15 and 27 months to be higher compared to previous 

years.  Therefore, the selection of development factors for the first four development years is 

based only on the historical claims incurred in FLYs after the completion of CT.   

C. PLATE OWNER BASIC TPL-NON-VEHICLE DAMAGE (TECHNICAL 
APPENDICES D.3.0 TO D.3.4.8) 

30. The actuaries analyze the loss and ALAE amounts selected to represent TPL-Non-

Vehicle Damage coverage in two parts: loss and ALAE excluding recovery amounts, and 

recovery amounts.  The recovery amount includes salvage, subrogation, and claim 

repayments. 

31. ICBC analyzes TPL-Non-Vehicle Damage incurred loss and ALAE amounts using the 

Incurred Development Method, the Paid Development Method, and the Bornhuetter-Ferguson 

Method.  Each of these methods calls for a review of historical loss development patterns.  

These methods are described in paragraphs 7 to 9. 

32. Recovered amounts are analyzed using multiple methods: the Paid Recovery 

Development method, the Incremental Recovered Amount to Incurred Loss Method, and the 

Bornhuetter-Ferguson method for recovery.  The methods are described in paragraphs 

11 to 13. 

33. Notable Features in the Historical Data – In some instances, there are features of 

the historical data which may cause the assumptions inherent to the appropriate application 

of the standard methods used for estimation of the amounts of incurred loss and ALAE not to 

hold.  There is one instance relevant to the data selected to represent TPL-Non-Vehicle 

Damage, which is discussed below. 
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34. Data Feature – Higher Case Reserves – Similar to TPL-Vehicle Damage, 

Figure D.0.2 shows a new pattern of higher case reserve amounts on new claims following 

the completion of CT. 

Figure D.0.2 – TPL-Non-Vehicle Case Reserves as of 15, 27, 39 and 51 Months 

FLY 
TPL-Non-Vehicle Case Reserves ($000's) 

15 months 27 months 39 months 51 months 

2009 5,839 3,634 1,719 936 

2010 6,848 3,864 1,848 845 

2011 6,820 3,206 1,446 1,096 

2012 7,031 4,203 2,446 1,302 

2013 5,459 3,312 1,409 1,013 

2014 5,154 5,759 3,589 3,590 

2015 14,390 7,419 3,046 1,608 

2016 16,495 7,642 1,602 2,123 

2017 20,570 9,377 3,421 3,920 

2018 23,081 16,735 5,788  

2019 22,712 14,446   

2020 19,400    

35. Actuarial Response – Incurred Development Method – Similar to TPL-Vehicle 

Damage, the selection of case incurred development factors in the first four development 

years is based only on the historical claims data after the completion of CT.   

D. PLATE OWNER BASIC TPL-BI (TECHNICAL APPENDICES D.4.0 TO 
D.4.3.9) 

36. The actuaries analyze the combined loss and ALAE amounts selected to represent TPL-

BI coverage using the Incurred Development Method, the Paid Development Method, and the 

Bornhuetter-Ferguson Method.  These methods are employed in a similar manner as described 

above. 

37. Similar to TPL-Vehicle Damage, a new pattern of count development and case incurred 

development has been observed following the completion of CT.  Therefore, the selection of 

count development factors and case incurred development factors in the first four 

development years is based only on the historical claims data after the completion of CT.   
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E. MANUAL BASIC (TECHNICAL APPENDICES D.5.0 TO D.5.3) 

38. The methodology for estimating Manual Basic loss and ALAE amounts was changed for 

this Application.  In previous RRAs, claims costs were projected to ultimate for each FLY.  In 

this Application, ratios of case incurred Manual Basic loss and ALAE to case incurred Plate 

Owner loss and ALAE have been selected based on the historical ratios, for each component 

coverage.  These ratios are then used to calculate Manual Basic incurred losses from Plate 

Owner loss and ALAE forecasts for PY 2021.   

39. The new approach relies on ratios of Manual Basic case incurred loss and ALAE to Plate 

Owner case incurred loss and ALAE for each Enhanced Care Model coverage, except for AB, 

which still uses the current coverages.  It is assumed that historical ratios of Manual Basic for 

the current AB coverage are similar to those for the EAB model.     

40. The PY 2021 Manual Basic claims cost forecast calculated from the ratio approach 

discussed above does not rely on historical Manual Basic incurred loss and ALAE.  The 

actuaries find this approach to be appropriate because historically the case incurred ratios 

and the ultimate ratios have been consistent. 

F. BULK (TECHNICAL APPENDICES D.6.0 TO D.6.1) 

41. Bulk claim payments are made for certain claims-related costs, such as those for police 

reports and ambulance services, which are invoiced to ICBC periodically on an aggregate 

basis, instead of by individual claim, and are not included in the claims database.  The Basic 

insurance portion of bulk claims costs are therefore not included in the actuarial analysis of 

claims costs for individual coverages.  Historically, bulk claim payments include certain claims-

related expenses that are incurred within the tort legal system, and for which an equivalent 

cost is not anticipated under the Enhanced Care model.  An adjustment is therefore made to 

remove these costs for the purpose of the analysis in this Application.   

G. PLATE OWNER BASIC MEDICAL REHABILITATION (TECHNICAL 
APPENDICES D.7.0 TO D.7.3.9) 

42. The actuaries analyze medical rehabilitation (MR) loss and ALAE amounts using the 

Incurred Development Method, the Paid Development Method, and the Bornhuetter-Ferguson 

Method.  These methods are described in paragraphs 7 to 9.  In addition, due to the product 

reform under the Rate Affordability Action Plan effective April 1, 2019, it is not reasonable to 

rely on these methods to estimate the cost of claims from FLY 2020, and so a separate 
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incurred severity estimate is used to calculate the incurred loss and ALAE amount for FLY 

2020. 

43. Notable Features in the Historical Data – In some instances, there are features of 

the historical data which may cause the assumptions inherent to the standard methods used 

for estimation of the amounts of incurred loss and ALAE not to hold.  There are three instances 

relevant to the MR data, which are discussed below. 

44. Data Feature – Higher Case Reserves – A new pattern of higher case reserve 

amounts on new claims has been observed following the completion of CT as shown in Figure 

D.0.3. 

Figure D.0.3 – Total MR Case Reserves as of August 31, 2020 

FLY 
MR Case Reserves ($000's) 

5 months 17 months 29 months 41 months 53 months 65 months 77 months 

2011 15,373 30,756 22,050 16,040 10,775 6,082 3,783 

2012 14,822 32,041 21,513 14,131 8,811 5,142 3,627 

2013 20,489 37,581 23,104 16,034 9,627 6,813 4,286 

2014 20,720 43,955 27,930 19,045 12,267 7,270 4,657 

2015 38,810 103,241 77,115 56,774 42,340 37,894 24,058 

2016 45,048 108,259 85,182 68,019 66,876 47,492  

2017 51,622 118,402 89,349 91,774 70,779   

2018 66,342 138,504 134,629 109,850    

2019 67,594 175,474 139,277     

2020 97,785 129,571      

45. Data Feature – Large Claims – There are large out-of-province claims that occurred 

in FLYs 2013, 2014, and 2015 which are of a meaningful size relative to each respective FLY 

total MR case incurred loss and ALAE amounts.  Each of these claims is valued in excess of 

$1 million in expected MR payments. 

46. Data Feature – Higher Paid Claims – A new pattern of higher paid loss and ALAE 

has been observed following the increase in treatment fees on all treatments effective 

April 1, 2019 affecting claims from all FLYs.  This is shown in Figure D.0.4 where the two latest 

diagonals (fiscal years) are generally higher than would be expected based on the previous 

fiscal years.  This is especially apparent in FLYs 2018 and later. 



 2021 RRA Chapter 3, Tech. App. D.0 Summary of Analysis 

Insurance Corporation of British Columbia 11 
December 15, 2020 

Figure D.0.4 – Incremental MR Paid Loss and ALAE as of August 31, 2020 

FLY 

MR Incremental Paid Loss and ALAE ($000's) 

0 to 5 
months 

5 to 17 
months 

17 to 29 
months 

29 to 41 
months 

41 to 53 
months 

53 to 65 
months 

65 to 77 
months 

2011 5,777  42,448  18,472  10,251  7,812  5,855  2,980  

2012 6,070  45,121  20,274  10,737  8,295  4,609  2,886  

2013 6,682  47,642  22,740  12,285  7,620  5,503  3,541  

2014 6,974  52,710  27,716  13,761  8,914  7,357  4,217  

2015 5,855  57,312  33,441  18,036  9,227  6,909  5,259  

2016 6,174  60,334  38,663  16,748  11,012  10,478   

2017 5,881  65,369  35,251  18,719  16,139    

2018 7,221  67,457  46,637  32,893     

2019 5,993  87,635  69,211      

2020 22,216  132,426       

47. Actuarial Response to Historical Data Features – The features of the historical 

data discussed above have caused, in some cases, the assumptions inherent to the 

appropriate application of the methods used for estimation of the amounts of incurred loss 

and ALAE not to hold.  In accordance with accepted actuarial practice, in those cases where 

the assumptions inherent to a method do not hold, adjustments have been made so that the 

assumptions do hold true, or the results of the method are not used.  These adjustments are 

discussed in more detail below. 

48. Actuarial Response – Incurred Development Method – Explicit adjustments are 

made to provide for the impact of large outstanding claims in the historical data.  Loss 

development factors were selected to exclude the impact of higher paid amounts due to 

increased treatment fees, and the result of this method is not used for FLYs 2015 to 2020 for 

which the amount of case reserves is significantly higher than the historical level. 

49. In applying the Incurred Development Method, the impact of the large claims on the 

case incurred loss and ALAE amounts is meaningful, and needs to be considered in 

determining the best estimate incurred loss and ALAE.  Explicit adjustments have been made 

to remove the amounts of the large claims in FLYs 2013, 2014, and 2015 from the historical 

data prior to the application of development assumptions, in order to avoid those large claims 

having undue influence on the estimate of future loss and ALAE amounts.  The case incurred 

amount of the large claims, which is judged to be the best estimate of the incurred loss and 

ALAE for those large claims, is then added back to the estimate, as shown in Technical 
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Appendix D.7.3.2, in order to arrive at the incurred loss and ALAE amount.  These adjustments 

are consistent with those applied in the 2019 RRA. 

50. An assumption inherent to the Incurred Development Method is that case reserve 

amounts are stable over time, and this assumption does not hold true for FLYs 2015 to 2020.  

As a result of the greater amounts of case reserves on claims for accidents occurring in FLYs 

2015 to 2020, the case incurred loss and ALAE amounts at 17, 29, 41, 53, 65 and 77 months 

appear to be higher as compared to previous years.  Therefore, this method is not selected 

for FLYs 2015 to 2020.  This basis of selection is consistent with the 2019 RRA. 

51. An assumption inherent to the Incurred Development method is that paid loss and 

ALAE amounts are stable over time and this assumption does not hold true after the MR 

treatment fee schedule was updated on April 1, 2019.  In response to increased treatment 

fees effective April 1, 2019, the selected loss development factors were offset by two years 

where higher fiscal year 2020 and 2021 factors are observed. 

52. Actuarial Response – Paid Development Method – Explicit adjustments are made 

to provide for the impact of large outstanding claims in the historical data.  Loss development 

factors were selected to produce incurred loss and ALAE estimates before the impact of the 

increased treatment fees. 

53. In applying the Paid Development Method, the impact of the large claims on the paid 

loss and ALAE amounts is meaningful, and needs to be considered in determining the best 

estimate incurred loss and ALAE.  Explicit adjustments are made to the paid loss and ALAE 

amounts on specific large claims.  The case incurred loss and ALAE for these large claims is 

judged to be the best estimate of the incurred loss and ALAE rather than an estimate that 

would be implied by the application of the paid development method without adjustment.  

Explicit adjustments have been made on account of large losses in FLYs 2013, 2014, and 2015 

as shown in Technical Appendix D.7.3.5.  These adjustments are consistent with those applied 

in the 2019 RRA. 

54. In response to increased treatment fees effective April 1, 2019, the selected loss 

development factors were offset by two years where higher fiscal year 2020 and 2021 factors 

are observed.  For the purpose of this report, no further adjustment has been made for 

additional amounts expected to be paid at the new cost level.  This produces incurred loss 

and ALAE estimates before the impact of the increased treatment fees, particularly for FLYs 
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2017 and prior, which are appropriate to use in determining the forecast severity trend as 

described in Appendix C.5.0. 

H. PLATE OWNER BASIC WEEKLY BENEFITS (TECHNICAL APPENDICES 
D.8.0 TO D.8.3.13) 

55. The actuaries analyze the weekly benefits (WB) loss and ALAE amounts using the 

Incurred Development Method, the Paid Development Method, and the Bornhuetter-Ferguson 

Method.  These methods are described in paragraphs 7 to 9. 

56. Notable Features in the Historical Data – In some instances, there are features of 

the historical data which may cause the assumptions inherent to the standard methods used 

for estimation of the amounts of incurred loss and ALAE not to hold.  There are four instances 

relevant to the WB data, which are discussed below. 

57. Data Feature – Change to the Employment Insurance (EI) Waiting Period – 

On January 1, 2017, the waiting period for EI benefits was reduced from two weeks to one 

week.  After this change, the number of observed WB claims decreased as compared to recent 

prior years and can be attributed to 1) the waiting period for EI is now equal to the waiting 

period for WB (1 week) and 2) WB is secondary to all other wage loss benefits, including EI.  

This change can be seen in Technical Appendix D.8.2.2 for FLY 2017 (three months are 

affected) and for FLYs 2018 to 2020 (fully affected). 

58. Data Feature – Temporary Increase in CNA Count – Over the period from May 

2014 to July 2015, as compared to the historical level, there was a significant increase in the 

number of WB claims opened that have since been completed with no amounts paid.  This 

was a transitional effect of business process changes relating to CT, and during this time a 

greater number of precautionary reserves were set, which created a different pattern in the 

claim count development.  It can be seen in Technical Appendix D.8.2.2 for FLY 2015 that a 

greater number of claims are apparent at 17 months as compared to recent prior years, 

although the number of additional counts is significantly reduced by 77 months as, by that 

time, a portion of the claims have completed with no amounts paid. 

59. Data Feature – Structured Settlements – Between June 2010 and May 2016, ICBC 

purchased 262 WB structured settlements for claimants who are expected to be disabled for 

life.  Under these structured settlements, claimants receive guaranteed disability payments 

until the age of 65.  Disability payments cease if a claimant is either no longer disabled or 

dies.  The cost of purchasing these structured settlements has been paid in full to the provider 
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life insurance companies at the time of purchase; however, ICBC remains financially 

responsible for these claims and continues to account for the full liability on its balance sheet. 

60. Data Feature – Large Claims – There are two large claims, one that occurred in FLY 

2014 and one in FLY 2015 which have been of a meaningful size relative to each respective 

FLY total WB case incurred loss and ALAE amounts.  The FLY 2014 claim is valued in excess 

of $0.8 million in expected WB payments.  The FLY 2015 claim was valued in excess of 

$1.6 million in expected WB payments as of August 31, 2019 but has developed favourably 

and is no longer meaningfully large as of August 31, 2020. 

61. Actuarial Response to Historical Data Features – The features of the historical 

data discussed above have caused, in some cases, the assumptions inherent to the 

appropriate application of the standard methods used for estimation of the amounts of 

incurred loss not to hold.  In accordance with accepted actuarial practice, in those cases where 

the assumptions inherent to a method do not hold, adjustments have been made so that the 

assumptions do hold true, or the results of the method are not used.  These adjustments are 

discussed in more detail below. 

62. Actuarial Response – Incurred Count Development Method – Future count 

development is not expected to follow the same pattern seen in the FLY 2015 data, which was 

affected by the temporary increase in CNA claims.  In addition, FLYs 2017, 2018, 2019, and 

2020 are affected by the EI waiting period change.  Therefore, development factor selections 

were made to place more reliance on the experience after the EI waiting period change and 

less reliance on the experience of FLY 2015, as compared to the baseline selections for this 

method.  This is discussed further in Technical Appendix D.8.0. 

63. Actuarial Response – Incurred Development Method – Claims with structured 

settlements are excluded and analyzed separately, and an explicit adjustment is made to 

provide for the impact of the large outstanding claim in the historical data.   

64. As a result of the requirement to account for the outstanding payments to claimants 

under a structured settlement, the total liability for the structured settlement claims is 

estimated separately as shown in Technical Appendix D.8.3.13.  Historical data related to 

claims with structured settlements is removed from the analysis as shown in Technical 

Appendix D.8.3.2 (Technical Appendix D.8.3.3 also includes amounts for the large claims in 

FLY 2014 and FLY 2015).  The total liability of the structured settlement claims is then added 
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back to the incurred loss estimate from the Incurred Development Method.  This is consistent 

with the methodology used in the 2019 RRA. 

65. In applying the Incurred Development Method for amounts, the impact of the large 

claims on the case incurred loss and ALAE amounts is meaningful, and needs to be considered 

in determining the best estimate incurred loss and ALAE.  The large claim from FLY 2015 is 

no longer meaningfully large as of August 31, 2020 but an explicit adjustment to the historical 

data, when this claim was meaningfully large, has been made.  An explicit adjustment has 

been made to remove the amount of the large claims from FLYs 2014 and 2015 in order to 

avoid the large claims having undue influence on the estimate of the future loss and ALAE 

amounts.  The case incurred amount of the large claim from FLY 2014, which is judged to be 

the best estimate of the incurred loss and ALAE for this large claim, is then added back to the 

estimate, as shown in Technical Appendix D.8.3.2, in order to arrive at the incurred loss and 

ALAE amount.  This adjustment is consistent with that applied in the 2019 RRA.   

66. Actuarial Response – Paid Development Method – Explicit adjustments are made 

to provide for the impact of structured settlements and large claims in the historical data. 

67. As a result of the requirement to account for the outstanding payments to claimants 

under a structured settlement, the purchase price for each structured settlement is removed 

from the paid loss and ALAE data, and scheduled payments made under each purchased 

annuity contract up to August 31, 2020 are added back to the data (see Technical 

Appendix D.8.3.6 for further detail of these adjustments).  This is consistent with the 

methodology used in the 2019 RRA. 

68. Explicit adjustments are made to the paid loss and ALAE amounts on specific large 

claims because the case incurred loss and ALAE for those large claims is judged to be the best 

estimate of the incurred loss and ALAE for those large claims rather than an estimate derived 

from the product of the cumulative paid loss and ALAE amount and the selected loss 

development factor.  An explicit adjustment has been made to FLYs 2014 and 2015.  The 

large claim from FLY 2015 is no longer meaningfully large as of August 31, 2020 but an explicit 

adjustment to the historical data, when this claim was meaningfully large, has been made.  

This adjustment is consistent with that applied in the 2019 RRA. 
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I. PLATE OWNER BASIC DEATH BENEFITS (TECHNICAL APPENDICES 
D.9.0 TO D.9.2.3) 

69. The actuaries analyze Death Benefits (DB) claim count using the Incurred 

Development Method.  This method is employed in a similar manner as described above.  Loss 

and ALAE amounts are not included as they are not used in the EAB Report.  Under the 

Enhanced Care model, a new benefit, Permanent Impairment, will provide support for injuries 

that result in impairments lasting a lifetime.  In the EAB Report, Death Benefits and Permanent 

Impairment claims are analyzed as a single coverage, of which Permanent Impairment claims 

make up a significant portion and ICBC’s DB severity trend was not considered to best 

represent the future cost pressure on these claims. 

J. ICBC DATA SOURCES 

70. Loss and ALAE amounts (including paid loss and ALAE, case reserves, and recoveries) 

and claim count data as of June 30, 2020 and August 31, 2020 are extracted from ICBC’s 

enterprise data warehouse, organized into an appropriate format, combined, and downloaded 

into spreadsheets.  The data is gross of reinsurance recoveries.  

71. While ICBC continues to maintain old claims (prior to CT) in a legacy system for claims 

management, the data for these legacy claims has been migrated from the legacy claims 

database and is now stored in the enterprise data warehouse, which provides a single source 

for all claims data with consistent data definitions and a single Basic/Optional split algorithm.  

There have also been enhancements made in the enterprise data warehouse that have 

improved the identification of certain policy information associated with claims.  As a result 

of these changes, some of the historical data used in the Application has been restated. 

72. ICBC has numerous controls in place to maintain confidence in the reliability and 

sufficiency of the data used for actuarial valuation and ratemaking analyses.  The claim count, 

loss and ALAE data used in each analysis are verified to be consistent with other financial 

records of ICBC through reconciliation of loss amount and claim count data with accounting 

records and operational reports.  Key claims statistics are also monitored at a high level in 

order to identify and investigate any areas of change from established patterns.   

73. The actuaries also monitor significant events both internal and external to ICBC that 

could impact data reliability.  In addition, ICBC’s internal audit department periodically 

reviews the completeness of data and the accuracy and control of the algorithm used to assign 

claims costs to Basic insurance and Optional insurance. 
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74. In connection with the March 2020 (2019/20 fiscal period end) actuarial valuation, 

ICBC’s external actuary requested certain data quality tests to be performed by ICBC’s 

appointed auditor.  These tests included the following procedures: 

1) Tests regarding the completeness and accuracy of the claims data, including a 

reconciliation of amounts paid in the 2019/20 fiscal period and amounts remaining 

unpaid at the end of the 2019/20 fiscal period, to records underlying the audited 

financial statements for the 2019/20 fiscal period, as well as sample testing of certain 

attributes, including date of loss. 

2) Tests regarding the completeness and accuracy of the claim count data, including 

sample testing of certain attributes, including date of loss. 

3) Tests of the separation of claims data into Basic insurance and Optional insurance 

components, including a review of the work done by ICBC’s internal audit department 

on the separate Basic insurance and Optional insurance claims data. 

75. For the March 2020 actuarial valuation, a satisfactory report was received from the 

appointed auditor on the results of the work they performed. 

76. Sales Tax Recorded as Recovery – ICBC identified that the claim management 

system was incorrectly recording sales tax amounts collected in connection with the sale of 

salvage as being part of the recovered amount on claims.  ICBC has identified the sales tax 

amounts recorded as recoveries, which have been adjusted appropriately in ICBC’s financial 

reporting and actuarial analysis.  This correction will continue to be necessary for historical 

purposes but is no longer needed on claims or recoveries occurring after June 15, 2017 as 

the claim management system is now recording recovered amounts correctly.  In the 

assembly of data for Enhanced Care coverages, the full amount of this adjustment applicable 

to Basic insurance has been associated with the data selected to represent BVDC. 

77. Tort Expenses in Bulk - Tort related expenses in bulk include court and filing fees, 

ICBC’s legal billing audit program, writ search fees, and recoveries for legal fees.  With the 

introduction of the Enhanced Care model, where tort claims are expected to be significantly 

reduced, the tort related expenses in bulk have been explicitly identified in order to be 

removed from the bulk claim costs used for forecasting. 

78. Out of Province Claims – For some of the new coverages under Enhanced Care used 

in this Application, e.g. TPL-Vehicle Damage and TPL-BI, ICBC identified the out of province 
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claims based on the “out of province” flag in the claims data system.  This flag is determined 

using the crash location reported by customers.  

K. BASIC/OPTIONAL SPLIT OF CLAIMS 

79. Third Party Liability – The initial coding of TPL claims does not distinguish between 

the portion of an individual claim covered under the compulsory Basic insurance policy and 

that portion borne by the Optional third party extension coverage.  For this reason, ICBC has 

constructed separate databases for Basic insurance TPL and Optional insurance TPL by means 

of a computer algorithm.  For each claim, the algorithm separates the indemnity loss amount 

into its Basic insurance and Optional insurance components, primarily according to the 

underlying Basic TPL policy limit, and then further breaks the claim into its BI and PD parts, 

according to the coverage coding.  These separate databases for Basic insurance and Optional 

insurance claims permit the actuaries to analyze the Basic BI and PD loss and ALAE amounts 

directly using actuarial methods. 

a. ALAE and Additional Payments – Some of the costs associated with claims are not 

subject to the TPL policy limit, and must be allocated into Basic and Optional coverage 

amounts.  In particular, this is the case for ALAE costs paid to investigate and defend 

a claim, as well as Additional Payments as defined in the Insurance (Vehicle) Act.  

Additional payments consisting of court order interest, third party costs, and third 

party disbursements are to be paid by ICBC in addition to the indemnity payments, 

and are not subject to policy limits.  The algorithm assigns ALAE payments and 

Additional Payments to Basic insurance, except when Optional insurance loss 

payments have been made on a claim.  In that case, the algorithm splits the ALAE 

payments and Additional Payments between Basic insurance and Optional insurance 

in proportion to the Basic and Optional paid loss, respectively.  

b. Case Reserves – Case reserves are set separately for expected indemnity loss, ALAE, 

and Additional Payment amounts.  Case reserves for indemnity loss are added to the 

paid loss amount and compared to the Basic TPL policy limit, with any amounts in 

excess of the limit being assigned to Optional insurance.  Case reserves for ALAE and 

Additional Payment amounts are allocated, based on the proportion of the Basic case 

reserves for indemnity loss to the total case reserves for indemnity loss. 
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c. Legacy Claims –Following the data migration of legacy claims data to ICBC’s 

enterprise data warehouse, the same algorithm as described above is now also applied 

to Legacy TPL claims. 

80. Manual Basic – The allocation of Manual claims into Basic insurance and Optional 

insurance components is done on an individual claim basis based on which of four categories 

the associated policy falls under, as detailed in Figure D.0.5 below.  Following the data 

migration of legacy claims to ICBC’s enterprise data warehouse, the same algorithm is also 

applied to Manual claims in the legacy claims system. 

Figure D.0.5 – Summary of Claim Assignments for Manual Basic 

Group Description 

1 All component coverages are Basic insurance. 

2 All component coverages are Optional insurance. 

3 AB, statutory Hit-and-Run claims and Underinsured Motorist Protection (UMP) 

are Basic insurance.  All other component coverages except TPL (BI and PD) are 

Optional insurance.  TPL component coverages apply Basic-Optional split logic 

as described in paragraph 79. 

6 Garage policy – AB, Hit-and-Run, UMP and TPL limit of $1,000,000 are Basic.  

Collision coverage with $1,000 deductible and Specified Perils coverage on non-

owned vehicles are Basic insurance.  All other component coverages, lower 

deductible on Collision or excess TPL limit are Optional insurance. 

81. Bulk Cost Allocation – Due to the unique way that bulk claims costs are handled and 

the modernization of systems from CT, there are three distinct approaches used to allocate 

bulk claim costs.  These approaches vary with the three time periods during which different 

levels of detail of bulk claims data were available.  This is consistent with the approach 

described in the 2019 RRA. 

a. Bulk claims data prior to 2014 are directly assigned to coverages using kind of loss 

(KOL) codes.  Bulk costs for each coverage are then split to Basic and Optional in 

proportion to the Plate Owner claims costs for that coverage.   

 

b. As a result of CT, KOL codes are no longer available for bulk claims data beginning from 

2014.  Bulk claim costs from 2014 through FLY 2018 have been allocated to coverages 

in proportion to the distribution of KOL codes seen in 2013.  Bulk costs for each 
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coverage are then split into Basic and Optional in proportion to the Plate Owner claim 

costs for that coverage.   

 

c. Bulk claim costs are now assigned categories based on supplier coding.  For bulk claims 

costs on loss years aged at least three years (accident year 2015, FLY 2017, FLY 2018), 

a Basic/Optional split is calculated based on the proportion of Basic and Optional claims 

costs for Plate Owner claims associated with each category.  Bulk costs for FLY 2019 

and later are split into Basic and Optional in proportion to the calculated total bulk costs 

of those previous three years. 
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SUMMARY OF BASIC VEHICLE DAMAGE COVERAGE SELECTIONS 

1. The following technical appendices show the calculations of Basic Vehicle Damage 

coverage (BVDC) incurred count, incurred loss and allocated loss adjustment expenses (ALAE) 

gross of recovery amounts, and incurred recovery amounts.  Although BVDC has not been in 

effect over this period, data for historical vehicle Property Damage claims that occurred in BC, 

excluding Hit and Run claims, has been selected to estimate the costs that would have been 

paid under BVDC in historical years.  The estimated incurred amounts are summarized in 

Technical Appendix D.1.1. 

2. The baseline selection for BVDC count development factors and BVDC loss and ALAE 

development factors is the average of the four most recent values.  The use of a baseline 

helps maintain consistency in the selected loss development factors from one reserve review 

to another.  Departures from the baseline selection are made when circumstances warrant.  

Examples of such circumstances are: a change in the claims settlement environment, a 

change in the handling or reserving of claims, or an emerging trend in the statistical data 

used in the analysis.  Final selections in the June 2020 reserving analysis are described in 

Figure D.1.0.1 below, and departures from the baseline are discussed following that figure. 

Figure D.1.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.1.1 Summary  

D.1.2.1 to D.1.2.3 Incurred Count 

Development Method  

 “Average 2” is used from 15 to 39 

months 

 “Average 6 excluding high and 

low factors” is used from 39 to 63 

months 

 Baseline from 63 to 87 months 

D.1.3.1 Summary of Estimates of 

Incurred Loss and ALAE 

Gross of Recovery Amounts 

 Average of the Incurred 

Development Method and the Paid 

Development Method for all fiscal 

loss years (FLYs) 

D.1.3.2 to D.1.3.4 Incurred Development 

Method 

 Baseline from 15 to 39 months 

 “Average 6 excluding high and 

low factors” is used from 39 to 75 

months 

 Baseline from 75 to 123 months 
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Technical 

Appendix Number 
Description Selection 

D.1.3.5 to D.1.3.7 Paid Development Method  “Average 2” is used from 15 to 27 

months 

 “Average 6 excluding high and 

low factors” is used from 27 to 75 

months 

 Baseline from 75 to 123 months 

D.1.4.1 to D.1.4.3 Incremental Recovered 

Amount to Incurred Loss  

 Baseline from 15 to 207 months 

3. The Incurred Count Development Method uses the average of the two most recent 

factors for the period from 15 to 39 months.  The two most recent factors were chosen to 

reflect the new pattern that has emerged following the completion of Claims Transformation 

(CT).  In the period from 39 to 63 months, an average of the six most recent factors excluding 

the highest and lowest factors was used.  This selection was made in order to exclude 

unusually high factors that are observed on claims from the transition years of CT (FLY 2014 

and FLY 2015). 

4. The Incurred Development Method uses the average of the six most recent factors 

excluding the highest and lowest factors for the periods from 39 to 51 months and 51 to 75 

months respectively.  In the period from 39 to 51 months, this selection was made in order 

to exclude an unusually high factor from FLY 2015 which was a transition year for CT.  In the 

period from 51 to 75 months, this selection was made to reduce the impact of unusually low 

factors that are observed in the latest year. 

5. The Paid Development Method uses the average of the two most recent factors for the 

period from 15 to 27 months to reflect the new pattern that has emerged following the 

completion of CT.  In the period from 27 to 75 months, an average of the six most recent 

factors excluding the highest and lowest factors was used.  These selections were made in 

order to exclude unusually high factors that are observed on claims from the transition years 

of CT (FLY 2014 and FLY 2015). 

6. The Incremental Recovered Amount to Incurred Loss Method uses the baseline 

selection from 15 to 207 months. 

7. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

8. The Technical Appendices listed in Figure D.1.0.1 are separately filed in Excel format. 
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SUMMARY OF THIRD PARTY LIABILITY – VEHICLE DAMAGE 

SELECTIONS 

1. The following technical appendices show the calculations for Third Party Liability - 

Vehicle Damage (TPL – Vehicle Damage) incurred count, incurred loss and allocated loss 

adjustment expenses (ALAE) gross of recovery amounts, and incurred recovery amounts.  

Although the Third Party Liability – Property Damage (TPL – Property Damage) coverage that 

has been in effect over the years has applied within BC and to non-vehicle damage claims as 

well as to out-of-province vehicle damage claims, the historical data for the latter has been 

selected to estimate the costs that would have been paid under TPL – Vehicle Damage in 

historical years had Basic Vehicle Damage coverage been in effect.  The estimated incurred 

amounts are summarized in Technical Appendix D.2.1. 

2. The baseline selection for TPL – Vehicle Damage count development factors, loss and 

ALAE development factors, and recovery development factors is the average of the six most 

recent values.  The use of a baseline helps maintain consistency in the selected loss 

development factors from one reserve review to another.  Departures from the baseline 

selection are made when circumstances warrant.  Examples of such circumstances are: a 

change in the claims settlement environment, a change in the handling or reserving of claims, 

or an emerging trend in the statistical data used in the analysis.  Final selections in the June 

2020 reserving analysis are described in Figure D.2.0.1 below, and departures from the 

baseline are discussed following that figure. 

Figure D.2.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.2.1 Summary  

D.2.2.1 to D.2.2.3 Incurred Count Development 

Method  

 “Average 5” is used from 15 to 

27 months 

 “Average 4” is used from 27 to 

39 months 

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline from 63 to 75 months 
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Technical 

Appendix Number 
Description Selection 

D.2.3.1 

 

 

Summary of Estimates of 

Incurred Loss and ALAE 

Gross of Recovery Amounts 

 Average of the Incurred 

Development Method and the 

Paid Development Method for all 

fiscal loss years (FLYs) 

 

D.2.3.2 to D.2.3.4 Incurred Development 

Method 

 “Average 5” is used from 15 to 

27 months 

 “Average 4” is used from 27 to 

39 months 

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline from 63 to 207 months 

D.2.3.5 to D.2.3.7 Paid Development Method  “Average 5” is used from 15 to 

27 months 

 “Average 6 excluding high and 

low factors” is used from 27 to 

63 months 

 Baseline from 63 to 207 months  

D.2.4.1 Summary of Estimates of 

Incurred Recovery Amounts 

 Incremental Recovered Amount 

to Incurred Loss and ALAE 

Method for FLYs 2019 and prior 

 Paid Recovery Bornheutter-

Ferguson Method for FLY 2020 

D.2.4.2 to D.2.4.4 Paid Recovery Development 

Method 

 “Average 5” is used from 15 to 

27 months 

 “Average 4” is used from 27 to 

39 months 

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline from 63 to 207 months 

D.2.4.5 to D.2.4.7 Incremental Recovered 

Amount to Incurred Loss 

Method 

 “Average 5” is used from 15 to 

27 months 

 “Average 4” is used from 27 to 

39 months 

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline from 63 to 183 months 
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Technical 

Appendix Number 
Description Selection 

D.2.4.8 Recovery Bornhuetter-

Ferguson Method 

 Expected Recovery for each FLY 

2013 and later is the product of 

count and trended average 

recovery where trended average 

recovery is from an exponential 

trend of indicated average 

recoveries from FLYs 2013 to 

2019 

 Expected Recovery for each FLY 

prior to 2013 is the result of the 

Paid Recovery Development 

Method 

3. The Incurred Count Development Method uses the average of five, four, three, and 

two most recent factors for each 12-month period interval from 15 to 63 months, respectively.  

These factors are selected to reflect the new pattern that has emerged following the 

completion of Claims Transformation (CT). 

4. The Incurred Development Method uses the average of five, four, three, and two most 

recent factors for each 12-month period interval from 15 to 63 months, respectively.  These 

factors are selected to reflect the new pattern that has emerged following the completion 

of CT. 

5. The Paid Development Method uses the average of the five most recent factors for the 

15 to 27 month period in order to exclude the unusually high factor observed for FLY 2014.  

The average of the six most recent factors excluding the high and low factors are used from 

periods 27 to 63 months in order to reduce the impact of unusually high factors that have 

been observed within the last six years. 

6. The Paid Recovery Method uses the average of five, four, three, and two most recent 

factors for each 12-month period interval from 15 to 63 months, respectively.  These factors 

are selected to reflect the new pattern that has emerged following the completion of CT. 

7. The Incremental Recovered Amount to Incurred Loss Method uses the average of five, 

four, three, and two most recent factors for each 12-month period interval from 15 to 63 

months, respectively.  These factors are selected to reflect the new pattern that has emerged 

following the completion of CT. 



 2021 RRA Chapter 3, Tech. App. D.2.0 TPL – Vehicle Damage Selections 

Insurance Corporation of British Columbia 4 
December 15, 2020 

8. The incurred recovery estimate uses the Incremental Recovered Amount to Incurred 

Loss and ALAE Method for FLYs 2019 and prior.  FLY 2020 uses the Bornhuetter-Ferguson 

method as the unpaid recovery amounts are still high at 15 months of development. 

9. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

10. The Technical Appendices listed in Figure D.2.0.1 are separately filed in Excel format. 
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SUMMARY OF THIRD PARTY LIABILITY – NON-VEHICLE DAMAGE 

SELECTIONS 

1. The following technical appendices show the calculations for Third Party Liability – Non-

vehicle damage (TPL – Non-vehicle damage) incurred count, incurred loss and allocated loss 

adjustment expenses (ALAE) gross of recovery amounts, and incurred recovery amounts.  

Although the Third Party Liability – Property Damage (TPL – Property Damage) coverage that 

has been in effect over this period has applied to vehicle damage as well as non-vehicle 

damage, data for historical Non-vehicle Property Damage claims has been selected to 

represent the costs that would have been paid under TPL – Non-vehicle damage in historical 

years had Basic Vehicle Damage coverage been in effect.  The estimated incurred amounts 

are summarized in Technical Appendix D.3.1. 

2. The baseline selection for TPL – Non-vehicle damage count development factors, loss 

and ALAE development factors, and recovery development factors is the average of the four 

most recent values.  The use of a baseline helps maintain consistency in the selected loss 

development factors from one reserve review to another.  Departures from the baseline 

selection are made when circumstances warrant.  Examples of such circumstances are: a 

change in the claims settlement environment, a change in the handling or reserving of claims, 

or an emerging trend in the statistical data used in the analysis.  Final selections in the June 

2020 reserving analysis are described in Figure D.3.0.1 below, and departures from the 

baseline are discussed following that figure. 

Figure D.3.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.3.1 Summary  

D.3.2.1 Incurred Count Summary  Count Development Method for 

fiscal loss years (FLYs) 2019 

and prior 

 Bornhuetter-Ferguson Count 

Method for FLY 2020 

D.3.2.2 to D.3.2.4 Incurred Count Development 

Method  

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline from 15 to 39 months 

and from 63 to 99 months 
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Technical 

Appendix Number 
Description Selection 

D.3.2.5 Bornhuetter-Ferguson Count 

Method 

 Expected count for each FLY 

2010 and later is the product of 

incurred frequency and 

exposure where incurred 

frequency is from an 

exponential trend of indicated 

incurred frequencies from FLYs 

2010 to 2019 

 Expected count for each FLY 

prior to 2010 is the result of the 

Incurred Count Development 

Method 

D.3.3.1 

 

 

Summary of Estimates of 

Incurred Loss and ALAE 

Gross of Recovery Amounts 

 Average of the Incurred 

Development Method and the 

Paid Development Method for 

FLYs 2019 and prior 

 Average of the Incurred 

Bornhuetter-Ferguson and Paid 

Bornhuetter-Ferguson for FLY 

2020 

D.3.3.2 to D.3.3.4 Incurred Development 

Method 

 “Average 3” is used from 39 to 

51 months 

 “Average 2” is used from 51 to 

63 months 

 Baseline is used from 15 to 39 

months 

D.3.3.5 to D.3.3.7 Paid Development Method  “Average 6 excluding high and 

low factors” is used from 39 to 

63 months. 

 “Average 6 excluding high and 

low factors” is used from 75 to 

87 months 

 Baseline is used for all other 

periods 

D.3.3.8 Incurred Bornhuetter-

Ferguson Method 

 Expected loss and ALAE gross of 

recovery for each FLY 2010 and 

later is the product of incurred 

count and incurred severity 

where incurred severity is from 

an exponential trend of 

indicated incurred severities 

from FLYs 2010 to 2019 

 Expected loss and ALAE gross of 

recovery for each FLY prior to 

2010 is the result of the 

Incurred Development Method. 
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Technical 

Appendix Number 
Description Selection 

D.3.3.9 Paid Bornhuetter-Ferguson 

Method 

 Expected loss and ALAE gross of 

recovery for each FLY 2010 and 

later is the product of incurred 

count and incurred severity 

where incurred severity is from 

an exponential trend of 

indicated incurred severities 

from FLYs 2010 to 2019 

 Expected loss and ALAE gross of 

recovery for each FLY prior to 

2010 is the result of the Paid 

Development Method. 

D.3.4.1 Summary of Estimates of 

Incurred Recovery Amounts 

 Incremental Recovered Amount 

to Incurred Loss and ALAE 

Method for FLYs 2019 and prior 

 Bornhuetter-Ferguson Method 

for FLY 2020 

D.3.4.2 to D.3.4.4 Paid Recovery Development 

Method 

 “Average 5” is used from 15 to 

27 months 

 “Average 3” is used from 39 to 

51 months 

 Baseline is used for all other 

periods 

D.3.4.5 to D.3.4.7 Incremental Recovered 

Amount to Incurred Loss 

Method 

 “Average 5” is used from 15 to 

27 months 

 “Average 2” is used from 39 to 

51 months 

 Baseline is used for all other 

periods 

D.3.4.8 Paid Recovery Bornhuetter-

Ferguson Method 

 Expected Recovery for each FLY 

2013 and later is the product of 

incurred count and trended 

incurred recovery where trended 

incurred recovery is from an 

average of indicated average 

recoveries from FLYs 2013 to 

2017 

 Expected Recovery for each FLY 

prior to 2013 is the result of the 

Paid Recovery Development 

Method 
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3. The Incurred Count Development Method uses the average of the three and two most 

recent factors for the periods from 39 to 51 and 51 to 63 months, respectively, to reflect the 

new pattern that has emerged following the completion of Claims Transformation (CT). 

4. The incurred count estimates for FLYs 2019 and prior are based on the Incurred Count 

Development Method.  The incurred count estimate for FLY 2020 is based on the Bornhuetter-

Ferguson method as it provides a more stable estimate for this relatively immature FLY at 

15 months of development. 

5. The Incurred Development Method uses the average of the three and two most recent 

factors for the periods from 39 to 51 and 51 to 63 months, respectively, to reflect the new 

pattern that has emerged following the completion of CT. 

6. The Paid Development Method uses the average of the six most recent factors 

excluding the high and low factors in the periods from 39 to 63 months and from 75 to 

87 months.  These factors are selected to reduce the impact of development factors 

associated with certain large claims that were paid out during those periods. 

7. The incurred loss and ALAE gross of recovery estimates for FLY 2019 and prior are 

based on the average of the paid and incurred development methods.  The incurred loss and 

ALAE gross of recovery estimate for FLY 2020 is based on the average of the Paid and Incurred 

Bornhuetter-Ferguson methods, as these methods provide a more stable estimate for this 

relatively immature FLY at 15 months of development. 

8. The Paid Recovery Development Method uses the average of the five and three most 

recent factors for the periods from 15 to 27 and 39 to 51 months, respectively, to reflect the 

new pattern that has emerged following the completion of CT.  The average of the five most 

recent factors for the period from 15 to 27 months relies on more historical data  than the 

baseline in order to add stability to the factor for this period, which is relatively volatile due 

to the low amount paid by 15 months. 

9. The Incremental Recovered Amount to Incurred Loss and ALAE Method uses the 

average of the five most recent factors for the period from 15 to 27, to reflect the new pattern 

that has emerged following the completion of CT.  The average of the five most recent factors 

for the period from 15 to 27 months relies on more historical data than the baseline in order 

to add stability to the factor for this period , which is relatively volatile.  The average of the 

two most recent factors is used for the period from 39 to 51 months in order to reflect the 
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new pattern that has emerged following CT, while also excluding the unusually high factor 

from FLY 2015. 

10. The incurred recovery estimates are based on the Incremental Recovered Amount to 

Incurred Loss and ALAE Method for FLYs 2019 and prior.  The incurred recovery estimate for 

FLY 2020 is based on the Bornhuetter-Ferguson method as it provides a more stable estimate 

for this relatively immature FLY at 15 months of development. 

11. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

12. The Technical Appendices listed in Figure D.3.0.1 are separately filed in Excel format. 
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SUMMARY OF THIRD PARTY LIABILITY - BODILY INJURY SELECTIONS 

1. The following technical appendices show the calculations for Third Party Liability – 

Bodily Injury (TPL – BI) incurred count and incurred loss and allocated loss adjustment 

expenses (ALAE).  Although the TPL – BI coverage that has been in effect over the years has 

applied within BC as well as to out-of-province Bodily Injury claims, the historical data for the 

latter has been selected to estimate the costs that would have been paid under TPL – BI in 

historical years had the Enhanced Care coverage been in effect.  The estimated incurred 

amounts are summarized in Technical Appendix D.4.1. 

2. The baseline selection for TPL – BI count development factors and loss and ALAE 

development factors is the average of the six most recent values.  The use of a baseline helps 

maintain consistency in the selected loss development factors from one reserve review to 

another.  Departures from the baseline selection are made when circumstances warrant.  

Examples of such circumstances are: a change in the claims settlement environment, a 

change in the handling or reserving of claims, or an emerging trend in the statistical data 

used in the analysis.  Final selections in the June 2020 reserving analysis are described in 

Figure D.4.0.1 below, and departures from the baseline are discussed following that figure. 

Figure D.4.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.4.1 Summary  

D.4.2.1 to D.4.2.3 Incurred Count Development 

Method  

 “Average 4” is used from 15 to 

27 months 

 “Average 3” is used from 27 to 

39 months 

 “Average 2” is used from 39 to 

63 months 

 Baseline from 63 to 99 months 

D.4.3.1 Summary of Estimates of 

Incurred Loss and ALAE  

 Average of Incurred 

Development Method and Paid 

Development Method for fiscal 

loss years (FLYs) 2016 and prior 

 Average of Incurred 

Bornhuetter-Ferguson (BF) 

Method and Paid BF Method for 

FLYs 2017 to 2020 
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Technical 

Appendix Number 
Description Selection 

D.4.3.2 to D.4.3.4 Incurred Development 

Method  

 “Average 4” is used from 15 to 

27 months 

 “Average 3” is used from 27 to 

39 months 

 “Average 2” is used from 39 to 

63 months 

 Baseline from 63 to 171 months 

D.4.3.5 to D.4.3.7 Paid Development Method  Baseline from 15 to 171 months 

D.4.3.8 Incurred Bornhuetter-

Ferguson Method 

 Expected loss and ALAE for each 

FLY 2007 and later is the 

product of incurred count and 

incurred severity where incurred 

severity is from an exponential 

trend of indicated incurred 

severities from FLYs 2007 to 

2016 

 Expected loss and ALAE for each 

FLY prior to 2007 is the result of 

the Incurred Development 

Method 

D.4.3.9 Paid Bornhuetter-Ferguson 

Method 

 Expected loss and ALAE for each 

FLY 2007 and later is the 

product of incurred count and 

incurred severity where incurred 

severity is from an exponential 

trend of indicated incurred 

severities from FLYs 2007 to 

2016 

 Expected loss and ALAE for each 

FLY prior to 2007 is the result of 

the Paid Development Method 

3. The Incurred Count Development Method uses the average of the four most recent 

factors for the period from 15 to 27 months, the average of the three most recent 

development factors for the period from 27 to 39 months, and the average of the two most 

recent development factors for the periods from 39 to 63 months to reflect the new pattern 

that has emerged following the completion of Claims Transformation (CT). 

4. The Incurred Development Method uses the average of the four most recent factors 

for the period from 15 to 27 months, the average of the three most recent development 

factors for the period from 27 to 39 months, and the average of the two most recent 
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development factors for the periods from 39 to 63 months to reflect the new pattern that has 

emerged following the completion of CT. 

5. The selected incurred loss and ALAE estimates for FLYs 2004 to 2016 are based on the 

average of the Incurred Development Method and the Paid Development Method.  The 

incurred loss and ALAE estimates for FLYs 2017 to 2020 are based on the average of the 

Incurred Bornhuetter-Ferguson Method and the Paid Bornhuetter-Ferguson Method as they 

provide a more stable estimate for these relatively immature FLYs. 

6. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

7. The Technical Appendices listed in Figure D.4.0.1 are separately filed in Excel format. 
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SUMMARY OF MANUAL BASIC SELECTIONS 

1.  The following technical appendices show the calculation of ratios of recorded Manual 

Basic case incurred loss and allocated loss adjustment expenses (ALAE) amounts to recorded 

Plate Owner case incurred loss and ALAE amounts, by coverage.  These ratios are used to 

forecast Manual Basic loss and ALAE under the Enhanced Care model for policy year (PY) 

2021, as described further in Technical Appendix D.0.  The selected ratios are each based on 

a three-year weighted average, and are summarized in Technical Appendix D.5.1. 

 



Insurance Corporation of British Columbia Technical Appendix  D.5.1

Manual Basic Coverage

Manual Case Incurred Loss and ALAE as % of Plate Owner Case Incurred Loss and ALAE
as of June 30, 2020

(1) (2) (3) (4) (5) (6) (7)

Fiscal Loss Year

AB 

(Including DB) BVDC

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage TPL - BI

Collision & 

Specified Perils (As 

a % of BVDC) Total

2004 2.16% 2.44% 5.98% 3.46% 7.45% 0.52% 3.38%

2005 2.19% 2.37% 4.92% 4.83% 4.98% 0.49% 3.26%

2006 1.83% 2.41% 3.59% 2.98% 2.40% 0.38% 2.73%

2007 2.21% 2.58% 2.75% 2.16% 1.84% 0.41% 2.87%

2008 2.72% 2.45% 3.77% 2.06% 4.51% 0.38% 3.07%

2009 1.15% 2.41% 2.04% 2.28% 2.11% 0.46% 2.50%

2010 1.89% 2.01% 2.03% 2.08% 2.92% 0.22% 2.28%

2011 2.13% 1.97% 1.91% 1.92% 4.40% 0.37% 2.64%

2012 1.35% 1.78% 1.67% 1.63% 1.71% 0.30% 1.96%

2013 1.33% 1.72% 1.33% 1.38% 0.47% 0.41% 1.87%

2014 2.16% 1.62% 1.22% 4.56% 0.90% 0.56% 2.36%

2015 1.67% 1.84% 1.95% 2.03% 1.40% 0.54% 2.22%

2016 1.80% 1.83% 2.70% 2.24% 4.35% 0.46% 2.38%

2017 1.59% 2.06% 3.01% 1.48% 0.82% 0.52% 2.28%

2018 1.88% 1.95% 3.98% 1.28% 4.29% 0.53% 2.44%

2019 1.77% 1.98% 2.50% 1.76% 2.66% 0.59% 2.37%

2020 1.86% 2.01% 3.34% 1.56% 1.92% 0.65% 2.42%

Total 1.83% 2.06% 2.85% 2.21% 2.84% 0.48% 2.49%

Selected 1.83% 1.98% 3.25% 1.53% 3.08% 0.59%

All selections are a three-year weighted average from 2018 - 2020

(1)  =  D.5.2 Col.(1) ÷ D.5.3 Col.(1)

(2)  =  D.5.2 Col.(2) ÷ D.5.3 Col.(2)

(3)  =  D.5.2 Col.(3) ÷ D.5.3 Col.(3)

(4)  =  D.5.2 Col.(4) ÷ D.5.3 Col.(4)

(5)  =  D.5.2 Col.(5) ÷ D.5.3 Col.(5)

(6)  = [ D.5.2 Col.(6)  +   D.5.2 Col.(7) ] ÷ D.5.3 Col.(2)

(7)  =  D.5.2 Col.(8) ÷ D.5.3 Col.(6)

PY 2021 Actuarial Analysis



Insurance Corporation of British Columbia Technical Appendix  D.5.2

Manual Basic Coverage

Manual Basic Case Incurred Loss and ALAE ($000's)
as of June 30, 2020

(1) (2) (3) (4) (5) (6) (7) (8)

Fiscal Loss 

Year

AB 

(Including DB) BVDC

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage TPL - BI Collision Specified Perils Total

2004 2,512 6,885 599 608 2,336 886 594 14,419

2005 2,638 6,693 482 964 1,945 980 402 14,105

2006 2,261 7,170 345 689 818 804 339 12,427

2007 2,686 8,162 293 499 613 913 371 13,535

2008 3,278 7,993 347 592 1,443 920 328 14,900

2009 1,453 7,890 202 597 600 1,144 369 12,256

2010 2,446 6,342 185 535 729 492 209 10,939

2011 2,942 6,440 196 487 1,963 949 260 13,237

2012 1,887 5,802 172 484 585 786 177 9,894

2013 2,009 5,767 155 378 159 929 447 9,844

2014 3,677 5,709 129 1,464 388 1,466 503 13,336

2015 3,375 7,052 285 616 629 1,524 568 14,048

2016 4,220 8,223 383 724 1,793 1,574 495 17,412

2017 4,034 10,449 429 598 441 2,114 536 18,601

2018 5,656 10,408 619 522 1,774 2,249 573 21,801

2019 5,770 10,657 415 701 1,133 2,705 453 21,835

2020 5,919 11,204 498 512 524 3,125 527 22,310

Total 56,763 132,847 5,735 10,969 17,873 23,560 7,152 254,900

(1)  From internal ICBC database

(2)  From internal ICBC database

(3)  From internal ICBC database

(4)  From internal ICBC database

(5)  From internal ICBC database

(6)  From internal ICBC database

(7)  From internal ICBC database

(8)  = Sum of Columns (1) to (7)

PY 2021 Actuarial Analysis



Insurance Corporation of British Columbia Technical Appendix  D.5.3

Manual Basic Coverage

Plate Owner Case Incurred Loss and ALAE ($000's)
as of June 30, 2020

(1) (2) (3) (4) (5) (6)

Fiscal Loss 

Year

AB 

(Including DB)
BVDC

TPL - Vehicle 

Damage

TPL - Non-Vehicle 

Damage
TPL - BI Total

2004 116,225 282,184 10,012 17,567 31,370 425,987

2005 120,564 282,683 9,800 19,953 39,086 433,001

2006 123,671 298,140 9,617 23,109 34,106 454,537

2007 121,489 316,684 10,665 23,114 33,299 471,952

2008 120,693 326,329 9,201 28,705 32,010 484,928

2009 125,932 327,268 9,907 26,191 28,488 489,298

2010 129,585 316,278 9,116 25,760 24,931 480,739

2011 138,010 327,681 10,264 25,369 44,572 501,323

2012 139,887 325,594 10,336 29,711 34,294 505,527

2013 150,597 335,612 11,727 27,443 33,897 525,378

2014 170,450 351,878 10,637 32,136 42,946 565,102

2015 202,480 383,936 14,635 30,360 44,812 631,412

2016 234,990 449,231 14,191 32,291 41,264 730,703

2017 253,855 506,900 14,272 40,401 54,027 815,427

2018 301,507 533,825 15,568 40,887 41,300 891,786

2019 325,931 537,762 16,637 39,832 42,666 920,162

2020 318,146 557,720 14,941 32,812 27,297 923,619

Total 3,094,012 6,459,704 201,526 495,640 630,365 10,250,881

(1)  From internal actuarial database

(2)  From T. Appendix D.1.3.2 Col.(4) - T. Appendix D.1.4.1 Col.(4)

(3)  From T. Appendix D.2.3.2 Col.(4) - T. Appendix D.2.4.5 Col.(4)

(4)  From T. Appendix D.3.3.2 Col.(4) - T. Appendix D.3.4.5 Col.(4)

(5)  From T. Appendix D.4.3.2 Col.(4)

(6)  = Sum of Columns (1) to (5)

PY 2021 Actuarial Analysis
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SUMMARY OF BULK CLAIMS COSTS 

1.  The following technical appendix shows the incurred loss and allocated loss adjustment 

expenses (ALAE) estimates for bulk claims costs.  Bulk claims payments are made for certain 

claims-related costs, such as those for ambulance services and vehicle valuation reports, 

which are invoiced to ICBC periodically on an aggregate basis, instead of by individual claim, 

and are not included in the claims database.  The Basic insurance portion of bulk claims costs 

are therefore not included in the actuarial analysis of claims costs for individual coverages.  

2.  The historical incurred loss and ALAE amounts for bulk claims costs as at  

June 30, 2020 include tort-related expenses that should be removed in order to support an 

appropriate forecast for future bulk costs under the Enhanced Care model in policy year 2021, 

when tort claims are expected to be significantly reduced.  The tort-related expenses include 

court fees, costs for ICBC’s legal billing audit program, writ search fees, and recoveries for 

legal fees.  Technical Appendix D.6.1 shows the removal of these amounts from the bulk 

incurred loss and ALAE amounts for the latest years for which data is available.  Due to a 

change in the system and process for recording bulk claims costs, the tort-related expenses 

are only available for analysis in fiscal loss year 2016/17 and later.  



Insurance Corporation of British Columbia Technical Appendix  D.6.1

Summary of Bulk Claim Costs Before & After Tort Expense Removal
As at June 30, 2020

Incurred Loss and ALAE ($ 000's)

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

Accident Year / Unadjusted Tort Adjusted 

Fiscal Loss Year Bulk Expenses Bulk

2006 6,104                    -                        6,104                     

2007 5,267                    -                        5,267                     

2008 7,058                    -                        7,058                     

2009 4,192                    -                        4,192                     

2010 4,844                    -                        4,844                     

2011 5,557                    -                        5,557                     

2012 4,909                    -                        4,909                     

2013 4,453                    -                        4,453                     

2014 4,770                    -                        4,770                     

2015 9,522                    -                        9,522                     

2016/17 7,781                    688                       7,093                     

2018 6,825                    668                       6,157                     

2019 11,961                  626                       11,335                   

2020 11,512                  980                       10,532                   

(1) Accident/Calendar year basis from 2006 to 2015

     2016/17 is a 15 month period from January 1, 2016 to March 31, 2017

     Fiscal loss year basis from FLY2018

(2) Incurred Loss and ALAE amounts before removal of tort related expenses

(3) Tort related expenses from internal ICBC database from AY 2016/17 to FLY 2020

(4) = (2) - (3)

PY 2021 Actuarial Analysis
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SUMMARY OF MEDICAL REHABILITATION SELECTIONS 

1. The following technical appendices show the calculations for Medical Rehabilitation 

(MR) incurred count and MR incurred loss and allocated loss adjustment expenses (ALAE) for 

the current product.  The incurred amounts and counts are summarized in Technical 

Appendix D.7.1. 

2. The baseline selection for MR count development factors and loss development factors 

is the average of the four most recent values.  The use of a baseline helps maintain 

consistency in the selected loss development factors from one reserve review to another.  

Departures from the baseline selection are made when circumstances warrant.  Examples of 

such circumstances are: a change in the claims settlement environment, a change in the 

handling or reserving of claims, or an emerging trend in the statistical data used in the 

analysis.  Final selections in the August 2020 reserving analysis are described in 

Figure D.7.0.1 below, and departures from the baseline are discussed following that figure. 

Figure D.7.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.7.1 Summary 
 

D.7.2.1 to D.7.2.3 Incurred Count 

Development Method 

 Baseline from 17 to 101 months

D.7.3.1 Summary of Estimates of 

Incurred Loss and ALAE 

 Average of the Incurred and Paid 

Development Method for fiscal loss 

years (FLYs) 2014 and prior 

 Paid Development Method for  

FLYs 2015 to 2018 

 Paid Bornhuetter-Ferguson Method 

for FLY 2019 

 Product of selected incurred severity 

and incurred claim count for  

FLY 2020 

D.7.3.2 to D.7.3.4 Incurred Development 

Method 

 “Average 4 Offset 2” is used from 17 

to 125 months 

 Baseline from 125 to 209 months 

D.7.3.5 to D.7.3.8 

 

Paid Development Method  “Average 4 Offset 2” is used from 17 

to 125 months 

 Baseline from 125 to 209 months  

 A tail factor of 1.0034 is used for 

209 months to ultimate 
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Technical 

Appendix Number 
Description Selection 

D.7.3.9 Paid Bornhuetter-Ferguson 

Method 

 Expected loss and ALAE for each FLY 

2011 and later is the product of 

incurred count and incurred severity 

where incurred severity is from an 

exponential trend of indicated 

incurred severities from FLYs 2011 

to 2018 

 Expected loss and ALAE for each FLY 

prior to 2011 is from the result of 

the Paid Development Method. 

3. The Incurred Development Method uses the average of the four factors before the 

latest two factors for the period from 17 to 125 months.  The latest two factors are not 

included due to the increase in treatment fees effective April 1, 2019 which resulted in higher 

loss development factors.  This represents a change from the 2019 Revenue Requirements 

Application (RRA) where the latest two factors were included in the selected loss development 

factors.  This method is not used for FLYs 2015 to 2020 since it is affected by the higher case 

reserves, as discussed in Technical Appendix D.0. 

4. The Paid Development Method uses the average of the four factors before the latest 

two factors for the period from 17 to 125 months.  The latest two factors are not included due 

to the increase in treatment fees effective April 1, 2019 that resulted in higher loss 

development factors.  This represents a change from the 2019 RRA where the latest two 

factors were included in the selected loss development factors.  

5. The incurred loss and ALAE estimates for FLYs 2004 to 2014 are based on the average 

of the Incurred Development Method and the Paid Development Method, which is consistent 

with the 2019 RRA.  The incurred loss and ALAE estimates for FLYs 2015 to 2018 are based 

on the Paid Development Method as these years are relatively mature and the Incurred 

Development Method is affected by higher case reserves following the completion of Claims 

Transformation.  The incurred loss and ALAE estimate for FLY 2019 is based on the Paid 

Bornhuetter-Ferguson Method as it provides a more stable estimate for this relatively 

immature FLY compared to the Paid Development Method.  The incurred loss and ALAE 

estimate for FLY 2020 is based on the product of a selected severity estimate and the incurred 

claim count estimate.  Since the observed severity for this loss year is immature and the 

historical development patterns are not appropriate for use due to the Rate Affordability Action 

Plan (RAAP) product reform becoming effective April 1, 2019, a separate RAAP Severity 
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Estimate was selected.  This represents a change from the 2019 RRA where the Paid 

Bornhuetter-Ferguson Method was selected for the three latest FLYs. 

6. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

7. The Technical Appendices listed in Figure D.7.0.1 are separately filed in Excel format. 
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SUMMARY OF WEEKLY BENEFITS SELECTIONS  

1. The following technical appendices show the calculations for Weekly Benefits (WB) 

incurred count and WB incurred loss and allocated loss adjustment expense (ALAE).  The 

incurred amounts and counts are summarized in Technical Appendix D.8.1. 

2. The baseline selection for WB count development factors and WB loss development 

factors is the average of the four most recent values.  The use of a baseline helps maintain 

consistency in the selected development factors from one reserve review to another.  

Departures from the baseline selection are made when circumstances warrant.  Examples of 

such circumstances are: a change in the claims settlement environment, a change in the 

handling or reserving of claims, or an emerging trend in the statistical data used in the 

analysis.  Final selections in the August 2020 reserving analysis are described in 

Figure D.8.0.1 below, and departures from the baseline are discussed following that figure. 

Figure D.8.0.1 – Final Selections 

Technical 

Appendix Number 
Description Selection 

D.8.1 Summary 

 

D.8.2.1 to D.8.2.3 Incurred Count 

Development Method 
 “Average 2” is used from 17 to 29 

months

 “Average 1” is used from 29 to 41 

months

 “Average 6 excluding high and low 

factors” is used from 41 to 113 

months

D.8.3.1 Summary of Estimates of 

Incurred Loss and ALAE 
 Average of Incurred and Paid 

Development Methods for fiscal 

loss years (FLYs) 2014 and prior 

 Paid Development Method for FLYs 

2015 to 2016 

 Paid Bornhuetter-Ferguson Method 

for FLYs 2017 to 2020
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Technical 

Appendix Number 
Description Selection 

D.8.3.2 to D.8.3.5 Incurred Development 

Method 

 “Average 2” is used from 17 to 29 

months

 Baseline is used from 29 to 41 

months

 “Average 3” is used from 41 to 53 

months

 “Average 2” is used from 53 to 65 

months

 “Average 1” is used from 65 to 77 

months

 Baseline is used from 77 to 209 

months

D.8.3.6 to D.8.3.11 Paid Development Method  “Average 2” is used from 17 to 29 

months 

 “Average 1” is used from 29 to 41 

months 

 Baseline from 41 to 209 months 

 A tail factor of 1.048 is used for 

209 months to ultimate

D.8.3.12 Paid Bornhuetter-Ferguson 

Method 

 Expected loss and ALAE for a FLY 

is the product of incurred count 

and incurred severity.  Incurred 

severity for FLYs 2004 through 

2019 is from an exponential trend 

of indicated incurred severities 

from FLYs 2004 to 2016, and 

incurred severity for FLY 2020 is 

based on a separate Rate 

Affordability Action Plan (RAAP) 

severity estimate. 

D.8.3.13 Structured Settlement 

Claimants 

 

3. The Incurred Count Development Method uses the average of the most recent two 

factors for the period from 17 to 29 months and the most recent factor for the period from 

29 to 41 months to reflect the change in reporting seen after the waiting period for 

Employment Insurance (EI) benefits was reduced from two weeks to one week on 

January 1, 2017.  This is consistent with the methodology used in the 2019 Revenue 

Requirements Application (RRA).  The average of the latest six factors, excluding the highest 

and lowest, was selected for the periods from 41 to 113 months in order to exclude low factors 

from FLY 2015, which was affected by a temporary increase in claims that were initially 
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opened but later completed with no amount being paid.  This is discussed in Technical 

Appendix D.0, and resulted in an unusual pattern of count development for FLY 2015, with a 

return to a more normal pattern being evident in the later fiscal loss years.  This selection 

also minimizes the impact of several unusually high factors that are observed in the fourth 

most recent diagonal.  This represents a change from the 2019 RRA where baseline factors 

were selected for the periods from 53 to 77 months. 

4. The Incurred Development Method uses the average of the most recent two factors 

for the period from 17 to 29 months to reflect the change in reporting seen after the waiting 

period for EI benefits was reduced.  The average of the most recent three factors for the 

period from 41 to 53 months, the average of the most recent two factors for the period from 

53 to 65 months, and the most recent factor for the period from 65 to 77 months were 

selected to reflect the new pattern that has emerged following the completion of Claim 

Transformation.  This represents a change from the 2019 RRA where baseline factors were 

selected. 

5. The Paid Development Method uses an average of the most recent two factors for the 

period from 17 to 29 months and the most recent factor for the period from 29 to 41 months 

to reflect the change in the paid development pattern seen after the waiting period for EI 

benefits was reduced.  This represents a change from the 2019 RRA where the average of the 

most recent three factors was selected from 17 to 29 months and baseline was selected from 

29 to 41 months. 

6. The Paid Bornhuetter-Ferguson Method relies on an expected incurred severity for 

each FLY.  For FLYs 2004 through 2019 the expected incurred severity is based on a long 

term trend over indicated incurred severities from the results of the other methods, which 

rely on historical development patterns.  This is consistent with the methodology used in the 

2019 RRA.  For FLY 2020 the expected incurred severity is based on a separate RAAP Severity 

Estimate, because the historical severity trend is not appropriate for use due to the RAAP 

product reform becoming effective April 1, 2019.  This represents a change from the 2019 

RRA where the long term trend was used for all FLYs. 

7. The incurred loss and ALAE estimates for FLYs 2004 through 2014 are based on the 

average of the Incurred Development Method and the Paid Development Method, which is 

consistent with the 2019 RRA.  The incurred loss and ALAE estimates for FLYs 2015 and 2016 

are now based on the Paid Development Method, as these years are relatively mature.  This 

represents a change from the 2019 RRA where the Paid Bornhuetter-Ferguson Method was 
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selected, as these years were relatively immature at that time.  The incurred loss and ALAE 

estimates for FLYs 2017 to 2020 are based on the Paid Bornhuetter-Ferguson Method as it 

provides a more stable estimate for relatively immature FLYs.  This is consistent with the 

methodology used in the 2019 RRA. 

8. Note that some of the selected factors (for later development periods) are based on 

information from FLYs prior to 2004, which is not shown in the technical appendices. 

9. The Technical Appendices listed in Figure D.8.0.1 are separately filed in Excel format. 
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SUMMARY OF DEATH BENEFITS SELECTIONS 

1. The following technical appendices show the calculations for Death Benefits (DB) 

incurred count.  The incurred counts are summarized in Technical Appendix D.9.1. 

2. The baseline selection for DB count development factors is the average of the six most 

recent values.  Six years is used as the baseline for DB because the factors for this coverage 

are generally more volatile than the development factors of other coverages.  The use of a 

baseline helps maintain consistency in the selected development factors from one reserve 

review to another.  Departures from the baseline selection are made when circumstances 

warrant.  Examples of such circumstances are: a change in the claims settlement 

environment, a change in the handling or reserving of claims, or an emerging trend in the 

statistical data used in the analysis.  No departures from the baseline were made in the  

August 2020 reserving analysis, which is shown in Technical Appendices D.9.1  

through D.9.2.3.  

3. These Technical Appendices are separately filed in Excel format. 
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LOSS AND ALAE PAYMENT PATTERN METHODOLOGY 

1. This technical appendix provides an overview of the data and methodology used to 

forecast the loss and allocated loss adjustment expenses (ALAE) payment patterns 

summarized in Appendix F.1.   

A DATA 

2. The historical claims costs data used in the payment pattern analysis has been restated 

based on the new coverages under the Enhanced Care model for this Application.  For 

Enhanced Accident Benefits (EAB) coverages, the analysis relied on historical claims payment 

data from Manitoba Public Insurance (MPI) following the Government Directive of 

November 30, 2020 with respect to ICBC’s Application for a General Rate Change Order for 

the 2021 Policy Year approved by Order in Council 632, December 14, 2020; while ICBC’s 

historical paid loss and ALAE data by fiscal loss year (FLY) are used in the analysis for other 

coverages with appropriate adjustments.   

B METHODOLOGY 

3. The payment pattern analysis relies on the paid development method.  It is assumed 

that readers of this technical appendix have a basic understanding of this actuarial method; 

therefore, this appendix does not provide details of the steps preceding the selection of loss 

development factors.  Once loss and ALAE data have been compiled and loss development 

factors have been calculated for each period, the following steps are taken to estimate the 

percentage of Policy Year 2021 (PY) loss and ALAE paid in each successive period.   

Step 1 – Select paid development factors for loss and ALAE payments on a FLY basis. 

Step 2 – Convert FLY paid development factors to policy year factors. 

Step 3 – Calculate the annual payment pattern (i.e., percentage of ultimate loss and 

ALAE paid over time). 

Step 4 – Calculate quarterly payment pattern for the first two years. 

4. Step 1: As discussed in the data section above, ICBC relied on MPI’s historical claims 

payment data for EAB coverages.  As a result, the age-to-age paid development factors by 

FLY for these coverages, as shown in column (a) of Technical Appendices F.1 to F.3 are based 

on the results of MPI’s paid development analysis supporting their general rate application as 
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of June 17, 2020.1  In the absence of payment pattern data under the new model, ICBC deems 

the reliance on MPI’s payment patterns to be reasonable until ICBC has sufficient information 

under the new model to develop its own payment patterns.  Given the stark differences 

between the current Accident Benefits (AB) product and the Enhanced Care model, it is not 

appropriate for the purposes of this rate application to rely on payment patterns for the 

current AB product.  

5. For other Basic insurance coverages, selections for the paid development factors by 

FLY in the payment pattern analysis, as shown in row (a) of Technical Appendices F.4 to F.7, 

align with the selections made in ICBC’s reserving analysis for these coverages as discussed 

in Appendix Set D.     

6. Step 2: The selection of paid development factors by FLY in Step 1 fails to recognize 

the timing difference between the average accident date and the effective date of the policy 

covering the claims.  As an example, the average accident date is on average six months after 

the average policy written date for annual policies.  In order to appropriately reflect this timing 

difference, the FLY based paid development factors for each coverage are then converted to 

a PY basis using an algebraic formula based on a paper titled “Techniques for the Conversion 

of Loss Development Factors”,2 published by the Casualty Actuary Society.  The algebraic 

formula used for the conversion is as follows: 

fk =
(1+gk)

(1+gk−1
−1 )

 , 

where fk represents the policy year factors to develop paid losses from age k to age k+1 and 

gk represents the accident year factor to develop paid losses from age k to age k+1.  Details 

of the derivation of the algebraic formula and its underlying assumptions are laid out in the 

paper.  In summary, the appropriate use of the conversion formula requires the following 

conditions to be met for policies and claims costs.  ICBC has confirmed that all conditions are 

met. 

                                                           
1 https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf  - Part VIII - Reporting, Forecasting & 
Publications, External Actuary Review 2021 General Rate Application, Actuarial Report on Manitoba Public Insurance 
Corporation Universal Compulsory Automobile Insurance as of March 31, 2020 (EAR Attachment B). 
2 Spore, Louis, Techniques for the Conversion of Loss Development Factors.  Accessed October 16, 2020, 
https://www.casact.org/pubs/forum/98sforum/98sf373.pdf 

https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf
https://www.casact.org/pubs/forum/98sforum/98sf373.pdf
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1) Policies are written uniformly over the calendar year.  In the context of this Application, 

ICBC’s policies are uniformly written over the “policy period”; ICBC has determined 

that the written pattern for Basic insurance policies sufficiently satisfies this condition.  

2) Each policy has a development pattern that corresponds to an accident year.  Since 

most of ICBC’s policies are on an annual term, development patterns correspond to an 

accident year (or FLY, as used at ICBC).   

3) Expected losses for each risk are the same.  ICBC analyzes the payment patterns by 

coverage.  Within each coverage, the loss and ALAE are expected to be similar.  

4) The number of policies is large.  ICBC has over 3.5 million annual Basic insurance 

policies, thus meeting this condition. 

7. Step 3: The age-to-age paid loss development factors on a PY basis resulting from 

Step 2 above are multiplied together to derive cumulative paid development factors.  The 

cumulative percentage of paid loss and ALAE in future years is calculated as the inverse of 

the cumulative paid development factors.   

8. Step 4: In order to provide more accurate cash flows for discounting purposes within 

the first two years, incremental paid percentages are further broken down into quarters.  

However, since MPI quarterly payment data is not available and the algebraic technique 

discussed in Step 2 above requires data in twelve month increments, quarterly development 

factors are not available on a PY basis.  As a result, ICBC has adopted the payment patterns 

from the 2019 Revenue Requirements Application for the first two years as an approximation 

for the policy year quarterly payment patterns.  ICBC deems this a reasonable approximation 

given the absence of data available at this time and the similarities between the current 

coverages and the coverages that are part of this Application.  Figure F.0.1 below summarizes 

which current coverages’ payment patterns were used to approximate each coverage’s 

distribution of payments within the first 2 years for this Application.  As ICBC obtains data 

under the new products these patterns will be adjusted. 
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Figure F.0.1 – Coverage Comparison for Quarterly Payment Pattern Breakdown 

PY 2021 Application PY 2019 Application 

Enhanced Accident Benefits (Technical Appendices F.1 to F.3) Accident Benefits 

Basic Vehicle Damage coverage (Technical Appendix F.4) Property Damage 

Third Party Liability (TPL)-Vehicle Damage (Technical Appendix F.5) Property Damage 

TPL-Non-Vehicle Damage (Technical Appendix F.6) Property Damage 

TPL - Bodily Injury (Technical Appendix F.7) Bodily Injury 

9. The Technical Appendices listed in Figure F.0.1 are separately filed in Excel format. 
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A IMPACTS TO BUSINESS OPERATIONS  

1. From May 1, 2021, Enhanced Care will have a significant impact on the Insurance 

Corporation of British Columbia’s (ICBC) core functions of claims handling and distribution of 

insurance.   

2. Changes coming about from Enhanced Care will necessitate a fundamental shift in 

ICBC’s approach to handling of injury claims, moving from a tort-based system, to a care-

based model.  Instilling customers’ and shareholders’ confidence in ICBC and the new model, 

will largely rest upon how effectively its staff are able to transition to the care-based approach 

of injury claims handing, as well as its delivery on improvements to material damage (MD) 

claims processes.   

3. Vehicle registration and selling of ICBC insurance products and other services (e.g., 

fine and debt collection) are provided primarily through Autoplan insurance brokers, an 

independent distribution channel consisting of over 900 broker offices throughout the 

province.  Autoplan brokers are the point of contact for ICBC’s customers for almost all 

insurance transactions.  They provide advice and information about ICBC’s products and 

services, which provides customers with peace of mind over their insurance transactions.  

Autoplan brokers are a key ICBC business partner, and ensuring that they have timely 

information and training on new products and systems is critical to ICBC’s success during the 

changeover to Enhanced Care.  

4. This Chapter consists of two appendices.  Appendix 4A - Claims Cost Management, 

provides information on the expected impacts that the introduction of Enhanced Care will 

have on ICBC’s claims operations, as well information about the modernization of ICBC’s MD 

programs.  Appendix 4B - Insurance Distribution, provides information about the impact 

Enhanced Care and other future initiatives, including introduction of an online insurance 

renewal capability, will have on Autoplan brokers.  
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A INTRODUCTION  

1. This Appendix provides information on the impact of Enhanced Care on Claims 

operations as well as information on other claims initiatives that are designed to enable the 

Insurance Corporation of British Columbia (ICBC) to continue to service claims customers with 

quality and timely support, and manage its claims costs in order to reduce the cost pressures 

on automobile insurance rates.  

2. The cost of servicing and paying out claims represents, by far, the largest component 

of ICBC’s revenue requirements.  Over the last several years, ICBC has been challenged with 

increasing bodily injury (BI) and material damage (MD) claims costs.  Even with significant 

efforts to manage claims costs described in previous revenue requirements filings, claims 

costs have continued to increase.  Successive annual net losses of more than $1 billion put a 

significant strain on ICBC’s capital position, placing in jeopardy its ability to provide British 

Columbians with affordable Basic automobile insurance coverage.   

3. In order to return ICBC to stable financial footing, the Government announced two 

initiatives: 

• The Rate Affordability Action Plan (RAAP) product reform in 2018, which came into 

effect on April 1, 2019, focused on reducing litigation and BI claims costs and improved 

accident benefits’1 and  

• The Enhanced Care model, which replaces the current tort-based insurance system on 

May 1, 2021.  Enhanced Care is focused on providing significantly enhanced accident 

benefits and ensuring customers have the care they need in the event they are injured 

in a motor vehicle crash.  

4. Both RAAP product reform and Enhanced Care directly affect Claims operations and 

have a favourable impact on forecasted BI claims costs.  However, as discussed in Chapter 3, 

Actuarial Rate Level Indication Analysis, the rate indication is based only on the expected 

ultimate cost of claims that occur on new and renewal policies written during the policy year 

period beginning on May 1, 2021.  Enhanced Care replaces the RAAP product reform initiatives 

for claims that occur on or after May 1, 2021; consequently, claims that occurred under RAAP 

product reform and under the full tort model prior to that date do not have an impact on the 

policy year (PY) 2021 rate indication.  

                                                           
1 Government of British Columbia, Government directs changes to make ICBC work for B.C. drivers again. 
(February 6, 2018) Accessed on December 5, 2018, https://news.gov.bc.ca/releases/2018ag0003-000164 

https://news.gov.bc.ca/releases/2018ag0003-000164
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5. As is the case throughout North America, ICBC’s MD claims costs have also been 

increasing over the last decade, in part due to contemporary vehicles containing a greater 

amount of technology and using more lightweight materials to achieve fuel efficiency 

standards.  These factors contribute to more complex and expensive vehicle repairs.  ICBC’s 

MD spend in 2019/20 was approximately $1.5 billion.  Under Enhanced Care, MD costs will 

play an increasingly important role in the Basic rate indication.  MD costs will be a larger 

proportion of Basic insurance costs over time as litigation and BI claims costs are removed 

from the system.  Managing MD costs is challenging because they are largely driven by vehicle 

design and consumer purchasing trends.  

6. As part of the RAAP, ICBC is modernizing its MD collision and glass supplier programs 

(referred to as MD RAAP) to mitigate against escalating repair costs and to ensure customers 

receive safe, proper, quality repairs and that ICBC is getting good value for the amount paid 

to suppliers.  As discussed in Chapter 3, Actuarial Rate Level Analysis, Appendix E.0, MD RAAP 

savings are included as part of the loss cost trend for PY 2021. 

7. The focus of this Appendix is on those Claims program areas that ICBC is significantly 

modifying in order to effectively deliver Enhanced Care, and changes to material damage 

programs that are focused on helping ICBC manage its MD claims costs and the consequential 

impacts on premiums paid by customers.  The Claims program areas that are impacted by 

Enhanced Care include Claims Injury and Legal Services and ICBC’s counter-fraud program. 

8. As noted above, the RAAP product reform is being replaced by Enhanced Care on 

May 1, 2021; therefore, claims that occurred prior to May 1, 2021 do not have an impact on 

the rate indication.  Information on RAAP product reform is provided in conjunction with the 

RAAP product reform metrics as part of ICBC’s compliance reporting provided in Chapter 7, 

Compliance Reporting, Appendix 7E - RAAP Product Reform Metrics and Legal Representation 

Conversion Rate.   

9. The rest of this Appendix is organized as follows:   

• Section B provides an overview and context for this Appendix.  It outlines how ICBC 

has been facing cost pressures, particularly related to increasing BI claims costs and 

vehicle repair costs.  It also discusses how the COVID-19 pandemic is impacting claims 

operations in significant ways. 

• Section C provides information on Enhanced Care and how these changes are 

impacting Claims program areas.  This section also provides information on MD RAAP, 
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which is modernizing ICBC’s MD programs to drive efficiencies that will help ICBC 

manage its MD claims costs. 

B OVERVIEW AND CONTEXT 

10. Over the last several years, with the rising trend in the number of customers retaining 

legal counsel, increasing costs of litigation, and higher awards and settlements for minor 

injury claims, the full tort system had reached the point where it was no longer sustainable 

or providing affordable insurance coverage for British Columbians.  This includes ICBC 

incurring a $1.3 billion net loss in the 2017/18 fiscal year and a $1.2 billion net loss in the 

2018/19 fiscal year.  RAAP and Enhanced Care are significant steps to addressing the rising 

cost of claims.  

11. RAAP Product Reform has Helped to Manage Claims Costs - RAAP product reform 

has helped to address increasing injury claims costs for claims that occurred since 

April 1, 2019, and will enable ICBC to continue to manage injury claims costs for claims that 

occur up until April 30, 2021.  RAAP product reform also provides significantly improved 

accident benefits and care (Part 7 Accident Benefits) for customers injured in automobile 

accidents.2,3  The initiatives included setting limits to pain and suffering settlement payments 

for minor injuries arising from a vehicle–related collision, increasing limits for accident benefit 

coverages for wage loss, homemaking, funeral costs, and death benefits, and doubling the 

life time limit for medical care and recovery expenses.  In addition, a government initiative 

expanded the jurisdiction of the Civil Resolution Tribunal (CRT) to include motor vehicle 

accident disputes up to $50,000.  The RAAP product reform initiatives relate to policies written 

prior to PY 2021, and therefore have already been reflected in current rates and will not have 

any impact on the PY 2021 rate indication.  For more information on RAAP product reform 

initiatives and metrics, please see Appendix 7E.  

12. Through the RAAP product reform, ICBC has realized significant reductions in BI claims 

costs and a lower rate of legal representation, particularly for injury claims occurring on after 

April 1, 2019.  However, the reforms do not affect BI claims related to crashes prior to 

April 1, 2019, or most of the BI claims that do not involve minor injury, which ICBC must still 

                                                           
2 Part 7 of the Insurance (Vehicle) Act Regulations sets out the provisions of ICBC’s current no-fault accident benefit 
coverage including weekly indemnity for disability from work, home support benefits, funeral costs, and treatment 
costs. 
3 Government of British Columbia, Government directs changes to make ICBC work for B.C. drivers again. 
(February 6, 2018)  Accessed on December 11, 2020, https://news.gov.bc.ca/releases/2018ag0003-000164.  

https://news.gov.bc.ca/releases/2018ag0003-000164
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continue to manage under the full tort model.4  In addition, the BI claims savings from product 

reform are at risk due to an ongoing constitutional challenge launched by the Trial Lawyer’s 

Association of BC regarding the minor injury cap and the jurisdiction of the CRT.  

13. BI Pending Volume is Moderating - The BI pending is the number of BI exposures 

that are still to be resolved.  It is an important consideration from a claims cost management 

perspective because claims costs tend to increase the longer claims are pending.  The BI 

pending volume is a function of the relative pace at which claims exposures are opened and 

resolved (closed).  BI pending decreases when the number of BI exposures closed outpaces 

BI exposures opened, and conversely, the BI pending increases when BI exposure closures 

falls behind the number of BI exposures opened.   

14. Claims exposures involving legal representation tend to take longer to resolve, and 

thus remain pending longer.  Under RAAP product reform, there have been fewer newly 

represented BI claims in fiscal year (FY) 2019/20 compared to FY 2018/19.  This is a positive 

development as the average length of time that BI claims are open is decreasing.  However, 

ICBC continues to face claims cost pressures related to its BI pending.  As shown in Figure 4.1, 

in FY 2019/20, ICBC closed more BI exposures than it did in the previous fiscal year and fewer 

BI exposures were opened, primarily due to the impact of RAAP product reform.  However, 

up to the end of FY 2019/20, the BI pending continued to rise slightly due to a higher number 

of BI exposures being opened than closed.  

15. Several factors contributed to the increase in the BI pending level up to the end of 

FY 2019/20, including the need for increased handling time on claim files opened under 

product reform.  Some plaintiff counsel have responded to the product reform initiatives by 

retaining pre-product reform files for a longer period of time and have implemented tactics 

that delay claims settlement.  This includes tactics such as increasing settlement demands 

and ignoring ICBC offers of settlement.  These actions increase the BI pending and put 

pressure on overall claims costs. 

16. The RAAP product reforms helped ICBC avoid significant rate increases and larger 

financial losses; however, these changes do not sufficiently address the goals of providing 

affordable and sustainable Basic automobile insurance coverage.  Ongoing exposure to higher 

claims costs, as well as the risk of an unfavourable decision from the constitutional challenge, 

continue to create cost pressures.   

                                                           
4 The expansion of the CRT under RAAP product reform included motor vehicle injury disputes up to $50,000 and this 
could have a beneficial impact on litigation costs. 
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Figure 4A.1 – Bodily Injury Exposure Volumes by Fiscal Year 
 

  

* YTD Sep FY 2020/21 refers to the period April 1, 2020 to September 30, 2020.  
 

17. The state of emergency declared by the Government over the COVID-19 pandemic has 

resulted in fewer vehicles on the road, leading to fewer crashes and fewer claims being filed 

by ICBC’s customers.  This has had a favourable impact on the BI pending during the first six 

months of the current fiscal year.  Year to date to September 30, 2020, the volume of newly 

opened exposures was 34% lower compared to the same six-month period in the previous 

year.  In addition, the volume of closures during this period was 16% higher than the same 

period in the previous year.  As a result, the BI pending volume began to trend downwards 

to 110,000 as of September 2020 compared to 122,000 as of FY 2019/20 year-end. 

18. Enhanced Care Will Deliver More Affordable Automobile Insurance – On 

February 6, 2020, the Government announced it was changing BC’s current tort-based 

automobile insurance system with Enhanced Care, a care–based model with accident benefit 

coverage limits of up to at least $7.5 million, and a new direct compensation approach for 

property damage.  The new Enhanced Care model, which will apply to all new claims on or 

after May 1, 2021, will provide more affordable auto insurance rates with significantly 

improved medical care and accident benefits for anyone injured in a crash.5  The new model 

provides access to comprehensive Enhanced Accident Benefits (EAB) that are designed to 

cover all of an injured customer’s needs during their recovery while moving away from a tort 

environment.  Amendments to the Insurance (Vehicle) Act (IVA) that will come into force on 

                                                           
5 Claims that occurred under either the RAAP product reform or full tort model will continue to be managed under 
those models.   
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May 1, 2021, provide for ICBC to implement the Enhanced Care model, enabling ICBC to focus 

on customer care and removing the adversarial approach to resolving claims under the tort 

system.  Further information on Enhanced Care coverage is provided in Section C.  

19. As reported in the 2019 RRA, the costs of litigation on closed BI exposures for FY 

2018/19 was approximately $390 million, which is approximately 20% of total BI claims costs 

paid to claimants.  By moving away from the adversarial approach of suing the driver at-fault 

for a crash, legal costs will largely be removed from the system.  The significant savings that 

arise under the Enhanced Care model will be passed on to ICBC customers through lower 

insurance rates and enhanced medical care and accident benefits.  Taking legal actions out of 

the process also means those injured in a crash will not have to potentially wait years for a 

lump sum settlement that attempts to cover their medical care and wage-loss shortfalls.  In 

addition, it allows ICBC to have direct communication with customers to provide them with 

advice and assistance to access the EAB they are entitled to, as ICBC will be required to do 

under amendments to the IVA that come into force on May 1, 2021.  These changes further 

build upon the RAAP product reforms that came into effect on April 1, 2019. 

20. New MD Programs Address Vehicle Repair Costs - Vehicle repair costs are another 

factor driving higher overall claims costs as vehicles are becoming more reliant on technology 

and are increasingly more expensive to repair.  As well, the hours of labour required to repair 

vehicles and the cost of replacement parts are increasing, particularly for newer vehicles.  

Auto manufacturers also have an influence over vehicle repair costs including vehicle design, 

repair procedures, and requiring the use of original equipment manufacturer replacement 

parts as opposed to lower priced aftermarket parts in order to maintain warranty.  In 

Section C.3, ICBC discusses changes to its MD programs that went into effect in 2020 to 

improve governance, introduce efficiencies, and incentives that benefit ICBC’s customers and 

the collision and glass industry.  

21. Fraudulent Claims put Pressure on Claims Costs - Exaggerated and fraudulent 

claims continue to impact claims costs.  ICBC is continuing its efforts to reduce instances of 

fraudulent claims and to mitigate the impact of fraud on claims costs.  ICBC’s counter-fraud 

program is discussed in Section C.4 and metrics related to fraud investigations are provided 

in Chapter 7, Compliance Reporting, Appendix 7F. 
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B.1 COVID-19 PANDEMIC IMPACTS ON CLAIMS  

22. The COVID-19 pandemic has impacted claims costs and the manner in which ICBC 

manages claims; however, ICBC has ensured that customers have access to necessary claims 

services.  Since the province declared a state of emergency over the COVID-19 pandemic, 

there has been a decrease in the number of vehicles on the road, resulting in a decrease in 

the number of crashes and claims being opened, particularly in the first half of 2020/21.   

23. The COVID-19 pandemic has also had a negative impact on ICBC’s ability to investigate 

claims which could potentially impact claims costs.  In order to comply with the provincial 

health guidelines for COVID-19, it has been challenging in many cases to undertake witness 

interviews, conduct medical examinations, and, for litigated claims, commence chambers 

applications.  When applicable, ICBC’s Special Investigation Unit (SIU) is taking and recording 

statements over the phone and is using video conferencing to interact with customers.  Under 

these circumstances, it is difficult to obtain the necessary information to resolve a claim or to 

prepare for trial. 

24. In order to ensure that ICBC is able to provide an appropriate delivery of claims 

services to its customers, ICBC has implemented a number of steps to ensure customers get 

the care and access to the services they need, including: 

• Continuing to remain open 24 hours a day, 7 days a week to continue to help 

customers with their claims.  

• Using virtual delivery of services (phone, email, etc.) to substitute face-to-face 

interactions to assist customers who are unable meet directly. 

• Temporarily funding telehealth services for customers to access healthcare online 

using phone and video technology.  

• Providing updated information on www.icbc.com on what to do after a crash while 

keeping physical distance.  

• Supporting the collision repair industry with process changes and financial support for 

vehicle cleaning to ensure the health and safety of customers and repair staff during 

a vehicle repair.   

25. As the situation with the COVID-19 pandemic develops, ICBC will continue to review 

and adjust the steps that it is taking to ensure customer access to services.    
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C TRANSITION TO ENHANCED CARE AND MD RAAP 

26. This Section provides information on the claims programs and initiatives that are 

impacted by Enhanced Care and the steps ICBC is taking to manage the transition to the new 

model.  This Section also includes information on the MD RAAP program, which, while not 

impacted directly by Enhanced Care, is a key initiative to help ICBC manage its MD claims 

costs.  

C.1 ENHANCED CARE REDUCES CLAIMS COSTS 

27. The Enhanced Care model, which is prescribed by legislation through recent 

amendments to the IVA, with regulations expected to come into effect by May 1, 2021, has 

several elements that contribute to claims cost savings, which are discussed below.  The 

reduction in claims costs arise from removing litigation and general damage claims costs from 

the system which had been increasing rapidly over the previous several years.  In return, 

these savings will be put back into the system in the form of lower Basic insurance premiums 

and significantly increased medical care accident benefits which are available to anyone 

injured in a motor vehicle crash, regardless of fault for the accident.  In addition, by removing 

the uncertainty inherent in predicting future costs for general damages and large and 

catastrophic claims, Enhanced Care will also bring more stability in pricing ICBC’s Basic 

insurance coverage.  

28. Under a tort-based model, once an injured customer becomes represented by legal 

counsel, ICBC is no longer able to communicate directly with the customer on their care and 

recovery.  Enhanced Care enables ICBC to provide a more consistent and collaborative 

approach to patient care through an improved ability to interact with the injured customer 

and medical professionals who are focused on their patient’s recovery.  The ability to speak 

directly with injured customers and their health care providers is key to enabling ICBC to 

proactively manage EAB claims costs.  It will shift the focus of handling injured customers’ 

claims from BI and litigation management to providing proactive disability management and 

making benefit provision decisions that are focused on evidence-based care.6  

29. Under Enhanced Care, an injured customer’s doctor or primary care provider will lead 

the development of the patient’s recovery plan, working with the patient, and his or her 

                                                           
6 Evidence-based approaches to address health problems are recognized as best practice.  Evidence-based public 
health draws on the principles of evidence-based health care and is defined as the “integration of the best available 
evidence with the knowledge and considered judgments from stakeholders and experts to benefit the needs of a 
population”. 
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healthcare team, including physiotherapists, chiropractors, occupational therapists, and 

others. ICBC staff will work together with them, informed by the most up-to-date research to 

help ensure the best possible recovery outcome. 

C.1.1 ENHANCED CARE BENEFITS 

30. The benefits provided under Enhanced Care apply to claims that occur on or after 

May 1, 2021 and will be available to all British Columbians involved in a vehicle-related crash, 

including drivers, passengers, cyclists, and pedestrians, regardless of fault.  As indicated 

above in Section B, coverage will include an overall limit maximum amount of up to at least 

$7.5 million for medical care and rehabilitation, which is an increase from the maximum 

payable today of $300,000.  The increase in coverage will ensure that even for those 

customers who experience catastrophic injuries resulting in permanent impairments, funding 

will be available for their lifetime to provide access to supports to enable them to return to 

meaningful activity and to maximize their quality of life.  

31. Enhanced Care will also provide coverage for wage loss payments up to a maximum 

of at least $1,200 per week (the weekly net income based on a maximum gross annual income 

of up to at least $93,400).  High-income earners who earn more than this will have the option 

to purchase additional coverage to give them higher wage loss limits.  For further details of 

the Enhanced Care coverage, please see Chapter 2, Legislative and Regulatory Framework 

and on icbc.com/2021. 

32. Enhanced Care will be based on a collaborative and care-based approach between 

patients, their health care providers, employers and ICBC, in order to achieve the best 

possible outcome for injured customers.  This collaborative approach is key to enabling ICBC 

to manage EAB claims costs.  As discussed below, consultations with key stakeholders on the 

design and delivery of Enhanced Care will help to ensure its success.   

C.1.2 CONSULTATIONS WITH KEY STAKEHOLDERS  

33. ICBC has built and strengthened relationships with key stakeholders in preparing for 

Enhanced Care.  Strengthening these relationships is necessary for the successful 

implementation of Enhanced Care and will help to ensure successful recovery outcomes of 

injured customers. 

34. Extensive consultations were conducted and are continuing with diverse stakeholder 

communities, to ensure Enhanced Care reflects the priorities and needs of all British 

https://2021.icbc.com/more-care
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Columbians.  These consultations include members of the health care and disability advocacy 

communities.  The objective of the consultations has been to gather input from stakeholders 

on ICBC’s new Enhanced Care model to inform the development of regulations, initiate 

discussions on service design, and to better understand stakeholder perspectives on a wide 

range of issues as they pertain to Enhanced Care coverage.  Ultimately, ICBC’s goal is to 

continue to build effective, sustainable partnerships with these stakeholder communities and 

to work together with them in supporting customers in their return to function and achieving 

desirable recovery outcomes.  ICBC met with other insurance companies including those in 

other jurisdictions with expertise in disability management to further inform its Enhanced 

Care model.   

35. ICBC is designing its Enhanced Care model to support customers from diverse 

perspectives and backgrounds to ensure they are provided with the services they need.  On 

behalf of the Government, ICBC organized consultations with a diverse set of stakeholders to 

discuss topics including: 

• Whether the proposed accident benefits were sufficient to meet the needs of the 

injured.  Adequate benefits are imperative to ensure customers access the care and 

support they require to recovery from their injury. 

• Policy changes that impact their work with ICBC customers and optimize care and 

recovery for injured British Columbians.  Policies will guide the application of accident 

benefits and ensure benefits are applied appropriately. 

• Validation of the service delivery design and to obtain feedback on potential 

modifications on customer engagement, patient care, and overall effectiveness. 

Customer centric service design ensures an approach that effectively meets the 

individual needs of the customer.  

• Identification of areas of special consideration, such as, communities in remote and 

underserviced regions or in areas where ICBC may have less experience to recognize 

the need to support customers regardless of geographical location.   

• Hearing from stakeholders on key topics such as care and recovery, information 

sharing and communications to optimize a seamless launch and transition to the new 

Enhanced Care model.  

36. As part of the 2019 RAAP product reform, ICBC established a consultation framework 

that provides a forum for stakeholders and ICBC to discuss and solve operational and 
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emerging issues.  The framework is comprised of three groups that were leveraged to conduct 

the consultations. They include: 

• The Healthcare Practitioners Advisory Group 

• The Disability Advocacy Advisory Group  

• Doctors of BC Liaison Committee 

37. ICBC also felt it was important to expand this existing consultation framework to 

ensure there was a specific group dedicated to the needs of the serious and catastrophically 

injured.  In response, the Injury Recovery Design Panel was developed to help ICBC listen 

and learn from those with extensive expertise working with people who have suffered serious 

and catastrophic injuries.  This Panel is largely focused on assisting ICBC in ensuring the 

service design for the catastrophically injured is attuned to the day-to-day needs and 

experiences of the injured.  

38. The consultations covered a range of topics including the need for staff training and 

enhancement to their skillsets to meet the needs of customers.  ICBC’s continued transition 

to a care-based model under Enhanced Care requires a renewed focus on the management 

of disability and on functional outcomes.  To ensure staff are equipped to operate within this 

paradigm, ICBC has designed a robust training curriculum.  It is also enlisting the assistance 

of organizations with expertise in disability management and return to work and function.  

One initiative is a pilot with the National Institute of Disability Management and Research 

(NIDMAR).  Select staff are undergoing NIDMAR training to inform the design and content of 

staff training material.  

39. Access to appropriate and timely health care is key to the recovery of customers to 

minimize disability and maximize the quality of life for customers.  To help align ICBC and 

health care providers on the common goal of supporting customers, ICBC engaged health 

care providers on the following consultation items: 

• Focus on customers’ functional abilities and outcomes as a primary determinant of the 

effectiveness of an intervention.  A clear indication of functional improvement is 

effective in maintaining customer engagement in their recovery.  

• Adherence to evidence-based care to ensure customers are provided with health care 

that is clinically proven to be safe and effective.  
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• Engage in collaborative partnerships throughout the customer’s recovery journey with 

all relevant stakeholders to ensure alignment of recovery goals and improve recovery 

outcomes.  

• Provide treatments specific to the needs of individual customers to ensure their unique 

return to function barriers are purposefully acknowledged and addressed.  

40. ICBC is focused on the customer experience by designing its processes to meet injured 

customer needs, and ensure their experience leaves them feeling supported throughout their 

recovery.  Work is underway to review the Enhanced Care design with customers with prior 

claims experience.  ICBC has enlisted an independent firm to complete a series of customer 

insight workshops.  These workshops, which are still ongoing, will provide key learnings on 

how ICBC can refine processes and identify service gaps to build a robust customer service 

perspective.  The insight workshops will be inclusive of customers with varying levels of injury 

severity.  The workshop will also enlist the assistance of some disability advocacy 

organizations to ensure an inclusive design and to help recruit potential participants.  

41. In order to ensure an effective transition, ICBC will be communicating with 

stakeholders on an ongoing basis.  ICBC will continue to work with health care providers and 

advocacy groups to establish greater partnerships and enable better care delivery now and in 

the future.  

C.1.3 COST MANAGEMENT UNDER ENHANCED CARE 

42. Enhanced Care claims costs will be managed by implementing a more pro-active file 

management approach, which is enabled by being able to directly interact with the customer 

and his or her health care providers and employers.  This is made possible by the limitation 

on lawsuits under the legislation for the Enhanced Care model. 

43. Under Enhanced Care, an injured customer’s return to work or return to function will 

be overseen by ICBC.  ICBC will work with and take clinical recommendations from 

healthcare providers to ensure a safe and timely return to meaningful and productive 

activity.  This may include the development of a return to work/function plan. 

44. For customers who are more seriously injured, the clinical expertise of a healthcare 

provider with skills in disability management may be required to assist in the return to 

work/function process.  This clinical expertise will ensure that those with more serious 

challenges can transition back to function as soon and as fully as possible. 
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45. Enhanced Care will continue to have a regulated fee structure which outlines the 

maximum amount ICBC will pay for services provided by health care providers.  This 

provides consistent and predictable fees for health care providers and customers.  

46. In recognition of the importance of proper early treatment for injuries, ICBC is 

working in partnership with health care providers and associations, including the Doctors of 

BC, to establish health care protocols stressing the incorporation of evidence-based practices 

for examination, assessment, diagnosis, and treatment of minor injuries.  Consultations with 

health care providers and associations are ongoing to further refine the service model and 

delivery design. 

47. To improve medical support for customers, ICBC is designing an external 

Comprehensive Medical Assessment (CMA) service.  The CMA is a resource in circumstances 

where a customer requires further diagnostic clarification and when recovery is not 

progressing as expected.  The CMA provides an independent multidisciplinary perspective to 

develop treatment recommendations.  These recommendations will support a customer’s 

recovery and provide clarity of requirements for ICBC.   

C.1.4 CLAIMS TECHNOLOGY CHANGES REQUIRED TO IMPLEMENT ENHANCED CARE 

48. In order to make the systems and business process changes that must take place to 

implement Enhanced Care by May 1, 2021, a dedicated team of Information Technology (IT) 

and change management professionals was put in place under the Autoplan Care 

Enhancements (ACE) project.  Most of these system changes are paid for through Optional 

insurance in accordance with the Government’s letter of direction regarding funding the ACE 

project from Optional Insurance.7 However, these system changes are discussed below as 

they are a required component for the delivery of Enhanced Care.   

49. Some of the key impacts to Claims technology being addressed through the ACE 

project include:  

• System changes to reflect the shift from third-party to first-party claims and the 

changes to coverages and benefits. 

• System changes to risk rating rules related to “chargeable claims” due to the changes 

from third-party to first-party. 

• Measurement and reporting at the strategic, tactical and operational level.   

                                                           
7 Government Directive of January 25, 2020 with respect to Funding Autoplan Care Enhancement from Optional 
Insurance approved by Order in Council 046, February 6, 2020. 
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50. Other system changes delivered through the ACE project include: 

• Enhancements to the Claims Portal to allow customers to upload valid receipts online 

for reimbursement and other claims-related documentation.   

• Development of a vendor portal to simplify interactions with the health care 

community.  The vendor portal will provide an easy method for service providers to 

submit and follow up on invoices and communicate with ICBC.  The vendor portal will 

also allow vendors to view the payment status of invoices sent to ICBC for payment.  

The features of the vendor portal will streamline processes and minimize delays. 

• System changes to ensure that ICBC’s internal systems and business processes are 

enabled to scale the new Enhanced Care product and allow customers and BC residents 

to access coverage and benefits in the event of a claim.   

• Systems changes are also required to some non-customer facing systems and to some 

systems used by ICBC’s business partners.   

51. Claims system enhancements included work to deliver the Claims technical solution 

including design, gathering business requirements, analysis, and developing/building the 

technical solution, as well as testing of systems, integration, and end-to-end life cycle.  

C.2 CLAIMS INJURY AND LEGAL SERVICES 

52. The purpose of this Section is to provide information on the nature of the claims 

business changes that are required to transition to Enhanced Care, while at the same ensuring 

that ICBC still has resources to effectively manage all of its claims, regardless of which model 

they fall under.   

C.2.1 CLAIMS INJURY: PREPARING TO OPERATE UNDER THREE INSURANCE 
MODELS 

53. As of May 1, 2021, ICBC will be managing injury claims that fall under three different 

insurance models; full tort (pre-April 1, 2019 claims), modified tort (April 1, 2019 – 

April 30, 2021), and Enhanced Care (May 1, 2021 and ongoing).  Having three different 

models presents challenges for ICBC’s claims staff, as there are different insurance coverages, 

processes, and legal avenues available under each.   

54. As of September 2020, ICBC had approximately 110,000 active BI claims to resolve.  

Managing these BI claims and associated costs will require file handling by experienced injury 

claims specialists and ICBC anticipates that these roles will continue to be required for many 
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years to come.  ICBC strives to provide fair settlements to injured customers while managing 

BI claims in a reasonable and timely manner. 

55. With the introduction of Enhanced Care, most new injury claims will be handled as EAB 

claims and without the need for legal representation.  The EAB claims will require specialized 

handling by claim staff familiar with the coverages that are available.  

56. The transition to Enhanced Care will require injury claims staff to be trained to take 

on new roles to handle claims under the new model.  ICBC’s goal with respect to injury 

services staffing is to maintain an appropriate balance between claims intake and closures, to 

handle claims within the three different models, and to ensure that open injury claims are 

resolving within expected timeframes based on the level of complexity that they represent 

and the needs of its customers.  To forecast claims injury staffing requirements across all 

claims specialists, management, and administrative roles, ICBC uses an integrated staffing 

model, which uses actuarially forecasted claims intake by claims type, productivity, workload 

benchmark expectations, as well as attrition, promotion, and training assumptions.  

57. Claims injury staffing is expected to remain relatively flat for 2020/21 and then 

increase in 2021/22 primarily to support the implementation of Enhanced Care.  The staffing 

requirement attributed to the transition to Enhanced Care is expected to gradually reduce as 

injury claims that occurred prior to the implementation of Enhanced Care continue to settle 

and as experience is gained under Enhanced Care.  

C.2.2 LEGAL SERVICES FOR CLAIMS MANAGEMENT CONTINUE TO BE REQUIRED 

58. Enhanced Care is expected to reduce the amount of legal work that is required in the 

future.  However, ICBC must still maintain appropriate levels of legal services staffing with 

the necessary business knowledge and experience for timely resolution of injury claims to 

help reduce claims costs. 

59. The amount of claims-related legal work continues to challenge the resources of ICBC’s 

in-house legal counsel and external defence firms.  Given the demand for claims-related legal 

work, ICBC continues to monitor legal services resourcing to ensure it meets current needs 

and expected demand.   

60. The majority of pending claims litigation arises from accidents that occurred prior to 

the introduction of product reform on April 1, 2019.  Due to the length of time required to 

resolve litigated claims, ICBC expects the co-existence period, where it will be managing 
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injury claims that fall under three different insurance models, to last for many years.  In some 

cases, ICBC will have full tort claims that will remain open for more than 21 years (e.g., infant 

claims).  While the introduction of Enhanced Care will reduce litigation volumes in the future, 

the existing litigated files and those that opened for accidents that occur prior to May 1, 2021, 

will take many years to resolve.   

61. There has been an increase in the cost to defend claims as plaintiff counsel is making 

higher settlement demands and claims are becoming increasingly more complex to litigate.  

There has been an average increase in settlement demands on litigated claims by plaintiff 

counsel of approximately 40 per cent as of end of FY 2019/20 compared to FY 2016/17.  While 

it is unclear why the average cost has experienced such a significant increase, the claims 

being advanced require additional expense to investigate, resolve, or defend at trial.  The 

nature of the claims being advanced also increases the amount of time required of defence 

counsel and their support teams.  ICBC’s focus is to ensure that injury claims are resolved 

fairly, which includes raising appropriate defences to settlement demands that it believes are 

unreasonable. 

62. As noted above in paragraph 16, if there is an unfavourable decision to the 

constitutional challenge of ICBC’s product reform, it is expected that there will be a significant 

increase in the number of claims requiring litigation.  In turn, this will increase the claims 

costs and the amount of work to be completed by defence counsel and the number of resource 

hours required to handle the increase in the number of litigated claims.  

63. Since the announcement of Enhanced Care, staff in the legal profession are uncertain 

what the future demand for ICBC’s personal injury defence needs will be.  Over the coming 

months or years ahead, it can reasonably be expected that these staff will shift to other areas 

of legal practice.  Internally, despite knowing there is legal defence work for years to come, 

it can be challenging at times for Claims to recruit and retain experienced defence counsel, 

paralegals and legal assistants.  ICBC will continue to monitor its legal defence staff to ensure 

that it has the resources required to meet its litigation needs.  

64. The COVID–19 pandemic has impacted the ability of the Courts to accommodate the 

number of matters that are dealt with and a significant number of trials have been adjourned.  

While the Courts are increasing their capacity to hear applications and to conduct trials, trial 

volumes are lower than they were pre-COVID-19.  The second and potentially successive 

waves of COVID-19 increases the uncertainty regarding ICBC’s defence resourcing needs.  
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When full court services resume, decisions regarding how to address the backlog of trials 

adjourned will have an impact on the legal services required.   

65. Given the current demand for claims-related legal work, ICBC continues to monitor 

legal services resourcing to meet demand.  While the existing litigated files will take a number 

of years to resolve, ICBC expects that the number of positions in claims legal services to 

decrease over the next several years due to an expected reduction in claims litigation volume 

as a result of Enhanced Care.  

C.3 MD PROGRAM CHANGES IMPROVE GOVERNANCE, EFFICIENCY AND 
EFFECTIVENESS 

66. As part of the initiatives under the Rate Affordability Action Plan announced by 

Government in 2018, ICBC also undertook an evaluation of its current MD policies and 

programs to identify areas where efficiencies could be achieved in order to obtain the best 

value for customers.  This included initial measures relating to glass claims which were 

implemented in June 2018.  ICBC also began taking steps to modernize its MD programs for 

collision and glass repair facilities at the beginning of 2020.  The new Collision and Glass 

programs (MD RAAP) focus on safe and proper repairs, governance, cycle time, operational 

efficiencies, windshield repair ratio (glass only), and customer experience.  These programs 

reflect industry standards, evolving vehicle technologies, and ensure that customers receive 

safe and proper quality repairs and that ICBC is getting good value for the amount paid to 

suppliers.  These redesigned programs introduce efficiencies and incentives that benefit 

customers and the collision and glass repair industry.  

67. The Collision Repair Program includes audit functionality modeled on industry best 

practices and is intended to increase repair facility governance while delivering operational 

efficiencies.  The Glass Repair Program, which is primarily Optional insurance business, 

includes audit functionality and a benefit sharing program designed with a repair first rather 

than replace philosophy.  Modernizing these programs is intended to reduce the pressure on 

rising MD costs and contribute to improved MD severity management.  Most of these savings 

will be seen on the Optional insurance side of the business.   

68. These program redesigns include provisions to ensure safe and proper repairs, manage 

performance, as well as to reward and promote high performing repair facilities.  ICBC’s goal 

is to prioritize and focus its governance on the highest risk estimates and lower performing 

repair facilities. Key elements include:  
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• Three-year supplier contracts aligned to new program guides with strengthened 

provisions for performance management, rights to suspend participants based on 

performance, and refined rights to terminate for cause.  

• Implementing a multi-tier program in 2021, which is aimed at driving repair facility 

performance – the higher the tier, the greater the program benefits and autonomy.  

• Additional autonomy and efficiencies for higher performing suppliers (Tier 1) including 

straight through processing of low risk claims and internal quality assessment (QA) 

processes.   

• Performance based repair network facility locators8 designed to promote highest 

performing repair facilities and enable informed customer decision-making that 

matches service availability and customer needs. 

• Implementation of QA as a measure of the repair facility’s ability to write a fair and 

accurate estimate, and adhere to the program’s policies and procedures.   

• Key performance metrics focusing on measures that are within the control of the repair 

facilities and provides an overall performance score that determines their tiering and 

performance based promotion within the repair network facility locator. 

• Enhanced data collection and reporting capabilities to support continuous improvement 

of industry programs and facilities based on emerging trends. 

69. Program design elements customized for the collision repair industry, implemented 

February 3, 2020, include: 

• An increase in the number of geographic regions in and outside of the Lower Mainland 

to improve performance comparability between repair facilities and account for market 

differences. 

• An update in equipment and training requirements to ensure facilities have the 

capability to repair most of today’s vehicles according to original equipment 

manufacturer (OEM) repair procedures. 

• Staff training on select iCar (Industry standard collision repair certification) program 

courses to enhance their collision repair expertise.  

                                                           
8 This is a locator application on icbc.com allowing customers and staff at First Notice of Loss to see repair facilities 
within a particular area ranked by performance. 

https://www.icbc.com/claims/repair-replace/Pages/using-facility-locator.aspx
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70. Program design elements customized for the glass repair industry, implemented 

March 1, 2020, include: 

• Benefit sharing program that incents a repair first philosophy, improves the windshield 

repair ratio, and distributes benefits amongst Tier 1 and a portion of Tier 2 participants 

as a way to recognize and reward performance.  The program is based on promoting 

a repair over replace model, as repairs are a fraction of the cost of replacements.  

Glass shops receive a proportion of the cost savings based on their repair versus 

replacement ratio.  

• Introduces geographic regions to improve performance comparability between repair 

facilities and account for market differences. 

71. The program redesign required operating model changes to support the objectives of 

enhanced governance and increased industry standards to ensure ICBC receives good value 

for the amount paid to suppliers.  A new QA function and MD account services function were 

implemented to support the redesigned programs.  The QA function is designed to arbitrate 

assessment disputes, perform internal quality assessment, provide internal training on quality 

assessment, and to perform closed file audits.  The account services function is designed to 

monitor repair facility performance and support them in improving performance.  Due to 

efficiency gains in the new MD governance model, ICBC is able to introduce these new and 

enhanced functions without hiring additional staff.  

72. The modernizing of ICBC’s MD programs included technology enhancements, such as 

a quality assessment application with dashboards that can be accessed by both ICBC staff 

and repair facilities, an online repair facility profile, repair network facility locators, 

performance scorecards, and new internal reporting capabilities.  Through these 

enhancements, both repair facilities and ICBC staff are able to review key performance 

indicators (KPIs).  Examples of KPIs for the Collision program include estimatics, cycle time, 

QA, and customer satisfaction; and for the Glass program include cost control, QA and 

customer satisfaction.9  These KPIs enable repair facilities to view their overall performance 

monthly and see how their facility aligns with others in their tier.  These KPIs also support 

ICBC in its material damage decision-making, service delivery, and severity management.   

73. The new repair network facility locators on icbc.com includes functionality that 

promotes higher performing repair facilities and tools to enable customers to match services 

                                                           
9 Estimatics KPIs include initial estimate efficiency, alternate parts usage, repair to replace ratio, and average 
severity. 

https://locator.entegral.com/en-US/?clientNetworkKey=41bcca05-a05e-456d-bd90-6a9712cae30a
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to their needs.  This functionality provides valuable information to customers seeking vehicle 

repairs and will help repair facilities understand the key drivers of performance and their 

tiering outcomes.   

74. ICBC is supporting MD program changes through its efforts to increase the efficiency 

and effectiveness of MD claims handling through training and process improvements for 

managers, estimators, and staff.  This includes team communication through weekly meetings 

to help monitor and respond to workflow impacts, engaging staff to identify productivity 

improvements, and developing streamlined work processes.  These improvements are 

designed to build internal capacity, improve service to customers, and manage MD costs.  

75. The MD program changes that are underway are intended to improve services provided 

to customers, increase supplier governance, and control overall MD claims costs.  ICBC will 

continue to assess its governance model including its policies and procedures, its usability of 

tools and processes, and role clarity within the organization to ensure alignment with the 

intention of program design.   

76. ICBC is currently in the process of completing a post implementation business review 

(PIBR) of the new MD programs to identify the sustainability of ICBC’s collision and glass 

repair industry supplier network.  Subsequent reviews will be done periodically to identify 

changes in cost drivers and enable ICBC and industry to have a compensation review process 

using indexes to identify when compensation changes may be warranted.  It will also be used 

to identify the effectiveness of the new programs in driving efficiencies for both ICBC and 

industry.  The PIBR is near completion and once final the results will be shared with the 

industry representatives, after which, ICBC will be in a position to consider potential 

compensation changes which it expects to be able to come to a decision on by the end of the 

fiscal year.  

C.4 COUNTER-FRAUD PROGRAM 

77. This Section provides an overview of ICBC’s ongoing efforts to reduce instances of 

fraudulent claims and to mitigate the impact of fraud on claims costs.  ICBC’s overall  

counter–fraud program remains essentially the same as it has in prior years, although, as 

discussed below, Enhanced Care will have an impact on the types and severity of fraud that 

ICBC expects to encounter, and ICBC is making the consequential adjustments to its 

operations.  There are no counter-fraud savings associated with the PY 2021 rate indication, 

as ICBC is not yet able to quantify how the fraud program will impact claims post May 1, 2021.  
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Nevertheless, ICBC believes that its counter-fraud program will continue to reduce claims 

costs and continue to positively impact future Basic insurance rates. 

C.4.1 COUNTER-FRAUD PROGRAM REDUCES THE IMPACT OF FRAUD ON CLAIMS 
COSTS 

78. The four pillars of ICBC’s overall fraud strategy include deterrence, detection, 

enforcement, and prevention.   

79. Deterring instances of fraud is a key component of ICBC’s fraud strategy.  ICBC 

continues to raise public awareness about the consequences of committing fraud, to ensure 

policyholders understand that they ultimately pay for fraudulent claims, and continues to 

prioritize mitigating claims fraud.  In August 2019, ICBC worked with Global News to highlight 

examples of claims fraud and the associated consequences.10  ICBC provides social media, 

news releases, and media interviews to actively profile fraudulent claims that were 

investigated.  These avenues provide significant public exposure to the consequences of fraud 

and are an integral part of the strategy to deter fraudulent activity.  

80. In support of its detection efforts, ICBC utilizes monthly billing integrity reports to 

identify billing anomalies from health care providers, which may be indicative of non-

compliant billing and potential fraud.  In addition, claims specialists are trained to identify and 

report potential incidents of vendor fraud to ICBC’s Supplier Management, who will in turn 

work with the SIU.  

81. Improvements to how ICBC identifies and manages potentially fraudulent Hit and Run 

claims were implemented in 2019.  These improvements have resulted in more Hit and Run 

claims being withdrawn, abandoned, or denied.  They also ensured that customers, who 

should receive payment under Hit and Run coverage, did so.  These improvements account 

for approximately a 5% reduction in paid Hit and Run claims for the 2019/20 fiscal year. 

82. In September 2019, an online fraud tip submission form was introduced on icbc.com.  

In addition to the confidential tip phone line, the online form provides another avenue for the 

public to anonymously report information about any potential fraud to ICBC at any time.  

83. In support of the key corporate priority of reducing claims costs, ICBC continues to 

use its fraud analytics software tool, NetReveal, to identify and investigate fraud.  By applying 

fraud detection algorithms, the technology generates potential fraud alerts, which signal 

                                                           
10 https://globalnews.ca/news/5802450/icbc-insurance-fraud-videos/ 

https://www.icbc.com/about-icbc/Pages/fraud.aspx
https://globalnews.ca/news/5802450/icbc-insurance-fraud-videos/
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investigative opportunities that may not otherwise be apparent to a claims specialist.  The 

alerts produced by NetReveal are analyzed by SIU’s triage team, who assess avenues for 

investigation and determine which cases should be assigned to SIU’s cyber and field teams 

for further investigation.  The work of the triage team creates investigative capacity and 

efficiency by screening potential cases to ensure that the focus of the SIU investigative staff 

are on those cases most likely to contain fraud. 

84. ICBC continues to rely on the Intelligence and Cyber Unit (Cyber Unit) within SIU.  The 

Cyber Unit conducts cyber investigations by investigating publicly available information online 

that may suggest fraudulent activity.  These investigative efforts are instrumental in 

combating exaggerated and fraudulent injury claims.  In an effort to improve investigation 

cycle times, Claims undertook operational and process reviews and introduced improvements 

to the efficiency of the cyber team.  

85. Hiring in SIU has also levelled off since the increases in prior years.  ICBC expects the 

total number of SIU FTEs to remain flat to 2020/21 outlook.  

86. Whenever potential claims fraud is detected, a number of work areas collaborate to 

investigate the claim and enforce appropriate consequences where applicable.  A specialized 

team of claims specialists called the Investigative Claims Team (ICT) serve as the central 

handling unit for injury claims involving fraud.  There are also specialized units to handle non-

injury claims that have a high risk of fraud, for example total theft, total fire, hit and run, and 

breach scenarios. 

87. These dedicated fraud specialists work closely with SIU to combat fraudulent claimant 

behaviour and ultimately reduce claims costs.  SIU staff conduct investigations into the 

potential fraud, proceeding with criminal charges where warranted, and pursuing civil 

recoveries if appropriate.  On conclusion of the investigation, Claims officials review the file 

recommendations to determine if there is sufficient evidence to deny the injury claim.  Non-

injury claims have a similar process to combat fraudulent claimant behaviour, whereby SIU 

staff investigates the potential fraud, and Claims officials review the file recommendations, 

with both groups proceeding with the recommendations as warranted.   

88. Following the launch of RAAP product reform, the potential financial benefit of 

committing fraud on minor injury claims decreased and therefore, it is assumed, the 

occurrences of fraud relating to minor injury claims also decreased.  ICBC continues to monitor 
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claims reported post-RAAP product reform for potential fraudulent activity requiring further 

investigation. 

89. As a result of the impact of the COVID-19 pandemic on the financial security of British 

Columbians, ICBC has been monitoring claims intake to identify and respond to any new or 

increased fraud risks by putting enhanced governance controls in place.  For example, billing 

integrity reviews are now in place for treatments billed through telehealth, there is increased 

SIU involvement and management oversight in total theft and fire claims, and claims specialist 

and investigators received awareness training on the potential for disability fraud.  As noted 

in Chapter 7, Appendix 7F - Fraud Investigation Metrics, Figure 7F.1, SIU has seen an increase 

in the number of total opened investigations.  Changes to SIU operations has impacted 

productivity and lowered the number of closed investigations in the first seven months of 

FY 2020/21 (see Appendix 7F, Figure 7F.2) due to the need to adhere to the provincial health 

and safety guidelines for the COVID-19 pandemic.   

C.4.2 COUNTER-FRAUD PROGRAM WILL EVOLVE UNDER ENHANCED CARE  

90. ICBC’s counter-fraud program is designed for pre-Enhanced Care claims and it will 

evolve to address new challenges that will be inherent under the Enhanced Care model.  For 

instance, under Enhanced Care there is less incentive to exaggerate a minor injury due to the 

elimination of payments for pain and suffering that is available under the tort-based system; 

however, the higher limits under EAB coverage may present an increased potential for other 

types of fraud, and these factor will need to be reflected in the future fraud program.   

91. The counter-fraud program is expected to continue to reduce claims costs under 

Enhanced Care, although the savings are expected to be lower than before.  As ICBC moves 

into Enhanced Care on May 1, 2021, estimating injury claims fraud savings under the new 

model will not be possible for a time, due to the shift away from a tort environment.  ICBC 

anticipates that it will require at least a full year of data under the Enhanced Care model 

before estimated injury claim fraud savings can be provided.  Further information on the 

quantification of fraud savings is provided as part of ICBC’s compliance reporting in Chapter 7, 

Appendix 7F.  

D CONCLUSION 

92. The rising trend in legal representation and BI claims costs have resulted in BC’s tort 

system becoming unsustainable.  In order to ensure that British Columbians have an 

affordable and sustainable insurance system, the Government introduced the Enhanced Care 
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model to replace the current tort-based system as of May 1, 2021.  These changes build upon 

the RAAP product reforms that came into effect on April 1, 2019.  The improved accident 

benefits will ensure that anyone injured in a crash will get the care they need for as long as 

they need it. 

93. Under Enhanced Care and MD RAAP, customers will be provided the support that they 

need to recover from a crash, including the support needed to recover from their injuries or 

getting their vehicle repaired.  The Enhanced Care model allows ICBC staff to work 

collaboratively with customers who are injured, their health care providers, and employers in 

order to achieve the best possible outcome for the customer's return to function.  For vehicle 

repairs from a crash or other insured perils, MD RAAP is driving efficiencies in the vehicle 

repair industry and will ensure that customers receive safe, proper, quality repairs and 

improved customer experience.  

94. Challenges still exist to keep claims costs under control, including managing the BI 

pending, controlling material damage costs, and reducing instances of fraud.  ICBC is 

continuing its effort to keep claims costs down through Enhanced Care and its other initiatives. 
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A OVERVIEW 

1. The Insurance Corporation of British Columbia’s (ICBC’s) Autoplan insurance is sold 

through a province-wide independent Autoplan broker distribution network of 900 locations 

throughout BC.  Autoplan brokers are licensed professionals and the face of ICBC to the 

customer during the insurance transaction process, including acting as vehicle licensing 

agents and auto insurance brokers.  As discussed below, the past few years has brought about 

significant change to ICBC’s Basic insurance rate design and products.  Throughout these 

changes, Autoplan brokers’ expertise has ensured that customers are given accurate advice 

about the right insurance coverage for the type of risks that their vehicle(s) represent which 

provides customers with peace of mind over their insurance transaction. 

2. Autoplan brokers have already supported customers through some of the most 

significant changes in ICBC’s history.  More recently, they have been instrumental in ensuring 

that customers could seamlessly make changes to their insurance policies during the state of 

emergency declared by the Government over the COVID-19 pandemic.  Autoplan brokers are 

now preparing for the transition to the Enhanced Care model and will be one of the main focal 

points for customers to reach out to for information about the coverage under Enhanced Care.  

3. To compensate brokers for the support they provide, ICBC uses a payment schedule 

of fixed fees to pay for Basic transactions.  The Corporation reviews this schedule each year 

and announces adjustments at the end of each December. 

4. ICBC plans to increase these fixed fees effective January 2021.  This increase is to 

acknowledge additional work effort undertaken by brokers to implement rate design and to 

recognize broker’s importance to the implementation of the Enhanced Care model.  

B ICBC INITIATIVES RELY ON BROKERS FOR SUCCESS 

5. Since ICBC introduced a new point-of-sales system in 2016, brokers have been central 

to the success of a series of innovations that have transformed auto insurance in BC.  The 

most significant of these innovations is the new Insurance Rating model, which introduced 

listing drivers and new rating criteria, and modernizing passenger-directed transportation, 

which included peer-to-peer rentals, ride hailing and distance-based taxi insurance. 

6. During the next few years, Autoplan brokers will be essential in helping the public 

understand the Enhanced Care model, launching on May 1, 2021.  The changes to insurance 

products under Enhanced Care will require brokers to have a high degree of knowledge on 
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the products to help educate customers and address their questions.  These changes will also 

impact broker processes, procedures, and ICBC’s insurance administration platform, 

PolicyCenter. 

7. In recognition of the significant changes to ICBC’s insurance product and required 

system changes with the introduction of Enhanced Care, ICBC is undertaking a comprehensive 

change management process with brokers.  The process includes assessment of brokers 

change management needs, in depth training to increase broker knowledge, and 

measurement of the level of broker readiness over several points in the months leading up to 

implementation of Enhanced Care. 

8. In addition, as discussed below, ICBC will also be introducing online renewals in 2022, 

which will be supported via Autoplan brokers.  The success of all these changes relies on 

broker investment in training, technology and, sometimes, significant changes to their 

customer service models. 

C ONLINE RENEWALS WILL MODERNIZE INSURANCE 
TRANSACTIONS 

9. ICBC is currently in the process of modernizing the way in which, through its broker 

partners, it provides insurance products and services to customers by delivering supported 

online capabilities in 2022.  A key goal of ICBC’s insurance sales and services modernization 

is to enhance customer convenience through provision of an online capability that enables 

customers to perform insurance renewals and other types of insurance transactions while 

providing support from brokers to ensure customers have the required coverages and vehicles 

are properly rated.  The types of online transactions that ICBC is currently planning to 

implement includes insurance renewals, Temporary Operation Permits, and some policy 

changes. 

10. A key aspect of the online model is to ensure a robust and viable broker-partner 

distribution network across BC to allow customers continued access to face-to-face services 

as they require it, particularly for complex transactions.  For online renewal transactions, 

Autoplan brokers will still be relied on to ensure every customer is properly advised on their 

insurance needs, is correctly rated, understands the declarations they make, and that the 

appropriate discounts have been applied for and the correct premium charged.  This provides 

safeguards and peace of mind to customers that their renewal transactions are correct and 

the right coverage has been provided appropriate to the customer’s needs.   
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D BROKER REMUNERATION 

11. ICBC has committed to ensuring fair remuneration for brokers.  The current ‘Strategic 

Accord’ (2019-2027) between ICBC and brokers represented by their professional 

associations, states “In the event of any material product or ease of business change, ICBC 

remains committed to fair remuneration.”  

12. In recognition of the additional workload undertaken by brokers due to rate design 

and implementation of the Enhanced Care model, ICBC is planning an increase to the Basic 

fees paid to brokers.  The fee increase has a minimal impact upon the Basic insurance rate 

change.  

13. The last Basic fee increase was in 2017.  With the increase, Basic fees will account for 

approximately 3.0 % of the Basic premium ICBC collects.   

14. Autoplan brokers have accepted several years of low or no increase to support keeping 

BC insurance rates as low as possible.  Figure 4B.1 shows how stable Basic fees have remained 

during the last decade.  It also shows the fees ICBC plans to pay starting in January 2021. 

Figure 4B.1 Broker Basic Fees for New and Renewal Transactions  

Year New Renew Change 

2011 $13.73 $12.63 $10.41 
2012 $14.00 $12.95 $10.57 
2013 $14.00 $12.95 $10.57 
2014 $14.00 $12.95 $10.57 
2015 $14.42 $13.34 $10.89 
2016 $14.68 $13.58 $11.09 
2017 $14.83 $13.72 $11.20 
2018 $14.83 $13.72 $11.20 
2019 $14.83 $13.72 $11.20 
2020 $14.83 $13.72 $11.20 
2021  $16.02 $14.82 $12.10 

15. The Autoplan Agency Agreement requires ICBC to notify brokers about the next year’s 

remuneration plan on or before December 31 each year. 
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E CONCLUSION 

16. Autoplan brokers play a critical role in the distribution of ICBC’s insurance.  In addition 

to being ICBC’s insurance distribution arm, they provide information and advice that enables 

ICBC's customers to properly rate and insure their vehicles and to make informed decisions 

regarding their insurance purchase.  Autoplan brokers will be essential to helping the public 

understand the Enhanced Care model and will also play a key role in the delivery of online 

renewals.  ICBC is planning to implement the Basic Fee increase in January 2021 as part of 

its commitment to provide Autoplan brokers with fair remuneration for the services they 

provide to ICBC and its customers. 
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A INTRODUCTION 

1. The Insurance Corporation of British Columbia (ICBC) has an investment portfolio in 

excess of $19 billion as at June 30, 2020.  Funds available for investment purposes come 

primarily from the premiums collected and set aside for unpaid claims.  ICBC invests available 

funds to generate investment return that is used to reduce premiums for policyholders.  

Interest rate movements, expected investment return forecasts and changes in the ICBC 

investment portfolio’s strategic asset mix have an impact on the actuarial rate indication 

through their impact on the New Money Rate and the Yield on Basic Equity.   

2. ICBC is transitioning the management of this investment portfolio to the British 

Columbia Investment Management Corporation (BCI), a provincial Crown agent with 

$171.3 billion of net assets under management as at March 31, 2020.  BCI is a leading 

provider of investment management services for BC’s public sector and one of the largest 

asset managers in Canada.1  It is well-suited to take on the management of ICBC’s 

investments given its resources, large investment team and its access to markets, and to 

provide a robust investment management infrastructure to support a growing and more 

complex investment portfolio.  Most of ICBC’s investment assets were transitioned to BCI for 

management in November 2019.  ICBC’s directly-owned investment properties were 

transitioned in January 2020, while it is anticipated that ICBC’s portfolio of mortgage loans 

will be transitioned to BCI in early 2021.  

3. ICBC has also transferred to BCI the investment management responsibilities of the 

registered pension plan assets for its current and former management and confidential 

employees.  Please see Chapter 6, Operating Expense and Allocation Information, for 

additional information regarding these transfers.  

4. ICBC’s investment strategy continues to be governed by a Statement of Investment 

Policy and Procedures (SIPP), which is approved by ICBC’s Board of Directors (the Board).  

The SIPP outlines the investment portfolio’s strategic asset mix, which sets target allocations 

to individual investment asset classes.  The SIPP dated October 29, 2020 (October 2020 SIPP) 

incorporates changes to the roles and responsibilities to reflect the transition of the 

management and governance of the investment assets to BCI.  Please see Appendix 5A for 

additional commentary related to the changes made to the SIPP since ICBC’s 2019 Revenue 

                                                           
1 BCI’s largest clients include Municipal Pension Plan ($59 billion of investment assets), Public Service Pension Plan 
($34 billion), Teachers’ Pension Plan ($32 billion) and WorkSafe BC ($20 billion). 
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Requirements Application (RRA).  Historical investment performance information for fiscal 

year 2019/20 has also been provided in Chapter 7, Compliance Reporting, and Appendix 7G.2   

5. ICBC is proposing changes to the New Money Rate and Yield on Basic Equity formulae 

in this Application to reflect the adoption of the Enhanced Care model and ICBC’s relationship 

with BCI.  The changes retain the benefits of a formulaic approach with a consistent source 

of inputs, but are expected to result in investment rates that better reflect the growing 

diversity of ICBC’s asset mix, the return profile of ICBC’s underlying investments and the 

longer expected investment horizon under the Enhanced Care model.  

6. Both the New Money Rate and the Yield on Basic Equity for Policy Year 2021 (PY) are 

lower than their equivalents for PY 2019.  The decreases are primarily attributable to the 

decrease in market interest rates since PY 2019 as well as a lower expected yield on equities.  

The proposed change to the New Money Rate formula has a modest favourable impact on the 

rate change to cover costs compared to the currently approved formula for PY 2021, while 

the proposed change to the Yield on Basic Equity has a modest adverse impact on the rate 

change to cover costs in PY 2021 due to a lower expected return on equity investments.  

7. The decrease in the New Money Rate and the Yield on Basic Equity compared to 

PY 2019 would result in lower estimated investment income for the current policy period if 

other assumptions were unchanged.  However, this unfavourable impact is offset by the 

longer expected payout period for policyholder supplied funds under Enhanced Care, which 

enables ICBC to hold and invest premiums collected over a longer period of time compared 

to prior years and generate higher investment income.  Overall, this results in a favourable 

impact for customers. 

8. This Chapter sets out the following: 

 Section B discusses the proposed changes to the formula for the New Money Rate and 

the associated rationale. 

 Section C discusses the proposed changes to the formula for the Yield on Basic Equity 

and the associate rationale. 

 Section D shows the calculation of the New Money Rate and Yield on Basic Equity using 

the proposed revised formulae for PY 2021 (May 1, 2021 – March 31, 2023).  

                                                           
2 Required reporting in accordance with the April 6, 2010 Decision on the Streamlined Regulatory Process (Order 
G-65-10). 
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 Section E addresses the expected changes to the strategic asset mix as a result of the 

transition to the Enhanced Care model. 

 The October 2020 SIPP is provided in Appendix 5A.  Changes to the SIPP in comparison 

to the June 2018 SIPP that was filed as part of the 2019 RRA are described, and a 

blacklined version of the October 2020 SIPP showing the changes is provided.  

 Appendix 5B includes BCI’s Long-Term Capital Market Expectations reference 

document prepared August 2020 (BCI report), from which the asset class forecasts for 

the proposed revised New Money Rate and the equity yield in the proposed revised 

Yield on Basic Equity formula are sourced.  

 For transparency, calculations for the New Money Rate and Yield on Basic Equity using 

the current BCUC-approved formulae are provided in Appendix 5C, along with details 

of the calculations of the average short-term and long-term bond yields and Canadian 

Consumer Price Index (CPI) from the six financial forecasts of the multi-dealer survey.  

Information to support the yield spread for credit bonds and mezzanine debt used in 

the currently approved New Money Rate formula is also provided. 

B PROPOSED REVISION TO THE FORMULA FOR THE NEW MONEY 

RATE 

B.1 INTRODUCTION 

9. The New Money Rate represents the investment yield expected to be achieved on 

future premiums, between the time they are received and the time costs related to those 

premiums are paid out, and is used in the calculation of the premium required to provide for 

all anticipated costs for the specific policy period.  In the discounted cash flow method, the 

discount rate used in the present value calculations is set equal to the New Money Rate.  

10. The design of the New Money Rate formula should account for both the strategic mix 

of investment assets in the ICBC portfolio as well as the best estimate of the prospective total 

returns the portfolio is expected to generate between the time premiums are received and 

the time the associated costs for a specific policy year period are paid out.  

11. The changes being made to Enhanced Care, as described in Chapter 2, Legislative and 

Regulatory Framework, are expected to result in a significantly longer time horizon between 

when Basic insurance premiums are collected and when benefits are paid out in the form of 

care, recovery and wage loss to customers injured in a crash, lengthening the corresponding 

investment horizon of Basic insurance premiums.  This change, together with the additional 
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investment capabilities gained through ICBC’s relationship with BCI have been key factors in 

ICBC’s review of the New Money Rate formula.  ICBC’s proposal maintains the approach of 

having a predetermined third-party source for formula inputs, addresses the growing 

diversification of ICBC’s investment portfolio, and benefits from BCI’s knowledge of the return 

profiles of their investment funds.   

B.2 COMPONENTS OF THE CURRENT FORMULA 

12. The BCUC approved the current New Money Rate formula in the May 19, 2015 Decision 

on the 2014 RRA (Order G-81-15).  Under the current formula, the New Money Rate is 

calculated as a weighted sum of a risk-free component, a credit component, an equity 

component, and a real estate and infrastructure component.  An expected future yield is 

calculated by applying risk premium proxies to a risk-free component or to inflation as forecast 

by a multi-dealer survey, weighted in accordance with ICBC’s strategic asset mix.  Figure 5.1 

shows the major elements of the current New Money Rate Formula. 

Figure 5.1 – Current New Money Rate Formula 

Component Weighting Forecast Element 
Risk Premium (Added 

to Forecast Element) 

Risk-free 

assets 

Strategic mix 

weight as % 

of the 

portfolio 

Forecast four-year 

Government of Canada 

bond yield calculated from 

multi-dealer survey. 

N/A 

Credit assets Strategic mix 

weight as % 

of the 

portfolio 

Forecast four-year 

Government of Canada 

bond yield calculated from 

multi-dealer survey. 

20-year weighted average 

credit spread over the 

four-year Government of 

Canada bond 

Equity assets Strategic mix 

weight as % 

of the 

portfolio 

Forecast 30-year 

Government of Canada 

bond yield calculated from 

multi-dealer survey. 

BCUC-approved equity 

risk premium of 6.40%3  

Real Estate and 

Infrastructure 

assets 

Strategic mix 

weight as % 

of the 

portfolio 

Forecast Canadian CPI from 

multi-dealer survey. 
4.25% 

                                                           
3 The equity risk premium of 6.4% is in accordance with the May 10, 2013 Decision on the BCUC’s Generic Cost of 
Capital Proceeding (Stage 1) (Order G-75-13).  This is within the range accepted by BCUC in the August 10, 2016 
Decision regarding FortisBC Energy Inc.’s Application for its Common Equity Component and Return on Equity for 
2016 (Order G-129-16).   
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13. A key aspect of this approach to the New Money Rate has been the determination of 

which data sources to use when forecasting returns.  The use of pre-determined sources 

eliminated a significant amount of debate that had occurred prior to the introduction of the 

formula.  ICBC is proposing in this application to utilize BCI’s long term capital market return 

forecasts from the BCI report as the source of return forecasts for investment assets.  BCI’s 

long term capital market return forecasts will replace the sum of the forecast element and the 

risk premium proxy for each asset type used in the currently approved formula.  This change 

maintains the approach of having a predetermined third-party source for formula inputs.   

 CHALLENGES OF THE CURRENT FORMULA 

14. The primary challenges of the current New Money Rate formula are rooted in the short-

term nature of the interest rate forecasts available to ICBC through the multi-dealer survey 

and the rigidity of the formula in light of the growing diversity of ICBC’s investment portfolio.  

The proposed changes to the New Money Rate formula described in Section B.3 aim to address 

both of these shortcomings.  

15.   The current formula relies on short-term interest rate forecasts as the basis for 

determining long-term portfolio returns.  Due to the sensitivity of the actuarial rate indication 

to the New Money Rate, changes in the multi-dealer survey forecast from quarter-to-quarter 

can have a significant impact on the overall rate change to cover costs.  Under the Enhanced 

Care model, this sensitivity to changes in the interest rate forecasts is higher due to the longer 

payout patterns explained in Chapter 3, Actuarial Rate Level Indication Analysis.    

16. Since 2014, ICBC has integrated new assets into the current formula as changes were 

made to the strategic asset mix in the SIPP, applying risk premium proxies to risk-free rates 

or inflation forecasts to estimate an expected return.  As ICBC has diversified its investments 

within equities and into real assets such as infrastructure, the current formula’s risk premium 

methodology of estimating expected returns has become less straightforward to apply, 

leading to expected asset class returns that may not reflect the return profile of the underlying 

investments.  The proposal to utilize BCI’s capital market return forecasts is intended to 

address this issue by providing ICBC with a forward-looking expected return for each asset 

class that is more specific to the funds that ICBC invests in.    

B.3 COMPONENTS OF THE PROPOSED FORMULA 

17. The proposed formula’s approach to calculating the New Money Rate is similar to the 

currently approved formula, deriving an expected investment return on Basic premiums using 
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the strategic asset mix weightings of ICBC’s portfolio and an estimation of future returns.  The 

proposed formula consolidates ICBC’s various investment assets into different asset class 

groupings compared to the current formula; however both formulae incorporate all of ICBC’s 

investment assets when calculating the expected investment return of the total portfolio.  

18. Notable changes in the proposed formula in comparison to the current formula include, 

(i) the replacement of the current methodology for estimating future returns using a forecast 

element and risk premium with BCI’s capital market return forecasts; and (ii) the addition of 

a Diversification and Rebalancing Premium to the sum of the asset group returns.   

19. The proposed formula as set out in Figure 5.2 is calculated as the weighted sum of 

expected returns of ICBC’s investment assets, determined using the weighting for each asset 

group and BCI’s 15-year annualized return forecasts, plus a Diversification and Rebalancing 

Premium.  The asset groups, the weighting for each asset group, and BCI’s forecasts are 

described in the sections below, as well as the Diversification and Rebalancing Premium.   

Figure 5.2 – Proposed New Money Rate Formula 

Asset Group 

Return 
 Weighting  Forecast 

Fixed Income 

Return [A] 
= 

Strategic mix 

weight as % of the 

portfolio  

x 
Weighted average of BCI 15-year total 

return forecast for fixed income assets 

Equity Return [B] = 

Strategic mix 

weight as % of the 

portfolio  

x 
Weighted average of BCI 15-year total 

return forecast for equities assets 

Real Estate 

Return [C] 
= 

Strategic mix 

weight as % of the 

portfolio  

x 
Weighted average of BCI 15-year total 

return forecast for real estate assets 

Infrastructure 

Return [D]  
= 

Strategic mix 

weight as % of the 

portfolio  

x 
Weighted average of BCI 15-year total 

return forecast for infrastructure assets 

Sum of Asset Group Returns [E]=([A]+[B]+[C]+[D] 

Diversification & Rebalancing Premium [F] 

New Money Rate = [E]+[F] 

 ASSET GROUPS 

20. Consistent with the current formula, the proposed formula incorporates each asset 

class in ICBC’s strategic asset mix.  For simplicity, ICBC summarizes the weightings and 
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weighted average expected returns for the investment portfolio as four major asset groups:  

Fixed Income Assets, Equity Assets, Real Estate Assets and Infrastructure.   

21. Fixed Income Assets:  Fixed income assets currently include ICBC’s Money Market, 

Bond, Mortgage and Mezzanine debt portfolios.  The Bond portfolio currently includes  

short-term and mid-term bonds. 

22. Equity Assets:  Equity assets include ICBC’s Canadian and Global equity portfolios.  

The Canadian equity portfolio currently includes large-cap and small-cap equities, while the 

Global equity portfolio includes large-cap, small-cap, and emerging markets equities. 

23. Real Estate Assets:  Real estate assets are made up of ICBC’s directly-owned 

properties held for investment income as well as pooled funds with underlying real estate 

property holdings.  

24. Infrastructure Assets:  ICBC’s Infrastructure assets will include any investment 

vehicles that invest in large-scale physical assets that provide essential services to societies, 

such as Utilities, Energy storage and distribution, Transportation and Communications, or 

physical assets that are used in the production, storage, and distribution of food, wood-based 

and other agricultural products, as well as renewable energy. 

 WEIGHTING 

25. The asset weighting approach of the proposed New Money Rate formula is unchanged 

from the current formula.  The proposed New Money Rate formula uses the weightings of 

each asset class according to the strategic asset mix contained in ICBC’s SIPP.  The weighting 

of each asset group is calculated as the sum of the weightings of each asset class included in 

the asset group descriptions above in Section B.3.1. 

 FORECASTS 

26. ICBC is proposing to utilize BCI’s long-term capital market return forecasts as the 

source of expected returns for investment assets.   

27. BCI develops a Long-Term Capital Market Expectations report on an annual basis to 

help clients select strategic asset mixes and support actuarial valuations.  The expectations 

are developed by BCI’s Investment Strategy & Risk department, in collaboration with BCI 

personnel with expertise in each asset class.  As part of the process, the capital market 

expectations are presented to and reviewed by BCI’s Management Investment Committee, 
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comprised of BCI’s Chief Executive Officer/Chief Investment Officer and Executive Vice 

Presidents from each asset class included in the report.  BCI’s forecasts are also benchmarked 

against expectations developed by investment consulting firms and other investment 

managers to ensure reasonableness.    

28. ICBC has discussed with BCI its assumption-setting methodology and is confident in 

BCI’s process and the extent to which the assumption-setting process is reviewed.  In 2017, 

an external consultant of one of BCI’s largest clients was contracted to review BCI’s 

assumption-setting process and it was found that BCI utilizes a robust process producing 

defensible and sensible recommendations.  

29. ICBC is proposing to utilize BCI’s 15-year return forecast for each asset class for the 

purposes of calculating the New Money Rate, as it aligns with the longer-term investment 

horizon expected under the Enhanced Care model.  ICBC believes the 15-year investment 

return horizon used in the proposed formula is more appropriate under Enhanced Care 

compared to the current formula, which utilizes short-term (i.e., 12-month) bank forecasts of 

risk-free rates and inflation and projects them over the full investment horizon.  

 DIVERSIFICATION AND REBALANCING PREMIUM  

30. In anticipation of using the proposed New Money Rate formula under Enhanced Care, 

ICBC is also proposing to include a Diversification and Rebalancing Premium to the New Money 

Rate formula.  The Diversification and Rebalancing Premium accounts for the incremental 

return realized by diversified investment portfolios that are systematically rebalanced to 

maintain the weights of the strategic asset mix.  Diversification and Rebalancing Premiums 

have been applied to calculate discount rates in the BC public sector in both pension and  

non-pension settings4 and the benefit is recognized in the academic financial literature.5,6 

31. The expected increase to ICBC’s investment horizon under Enhanced Care is a primary 

factor in the proposed introduction of the Diversification and Rebalancing Premium in this 

Application, as ICBC believes the benefit can be more consistently estimated over longer 

investment periods.  ICBC, with the help of BCI, has evaluated the expected Diversification 

and Rebalancing Premium using both forward-looking statistical methods and historical  

                                                           
4 The inclusion of a benefit for diversification and rebalancing is commonplace for investment portfolios in pension 
plan settings.  The benefit is also incorporated into the discount rate of WorkSafe BC’s Accident Fund.   
5 Willenbrock, S. (2011). Diversification Return, Portfolio Rebalancing, and the Commodity Return Puzzle. Financial 
Analysts Journal, 67(4), 42-49. 
6 Bouchey, P., Nemtchinov, V., Paulsen, A., & Stein, D. (2012). Volatility Harvesting: Why Does Diversification and 
Rebalancing Create Portfolio Growth? The Journal of Wealth Management, 15(2), 26-35. 
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back-testing using ICBC’s current strategic asset mix.  The results of this testing has 

confirmed the presence of this benefit over multiple investment horizons.  

32. ICBC is proposing to use the forward-looking estimate of the Diversification and 

Rebalancing Premium, estimated at 25 basis points using ICBC’s current strategic asset mix 

weights.  ICBC plans to test this estimate on an annual basis for reasonableness; however it 

is not anticipated to change year to year unless there are material changes to ICBC’s strategic 

asset mix.  

B.4 BENEFITS OF THE FORMULA 

33. The proposed changes to the New Money Rate formula are expected to result in a 

discount rate that better reflects the growing diversity of ICBC’s asset mix within each asset 

group and the longer expected investment horizon under the Enhanced Care model.  ICBC 

anticipates that an additional benefit of the proposed formula will be more stability in the New 

Money Rate year to year due to the use of longer-term asset class return forecasts, which 

tend to be more stable over time compared to short-term forecasts that are influenced by 

recent financial market movements.   

34. Leveraging BCI’s capital market forecasts enables ICBC to incorporate long-term, 

forward looking assumptions that reflect the unique characteristics of the assets ICBC invests 

in (e.g., Emerging Market equities, Small-cap equities).  BCI’s return expectations are 

developed to reflect the risk and return characteristics of their own investment programs 

rather than a broad asset class benchmark, a benefit that should increase as ICBC fully 

transitions its portfolio to BCI’s investment pools.  The regular publication of BCI’s long-term 

capital market expectations provides ICBC with a reliable, third-party source of forecasts that 

is used by BC’s other large public sector investment funds.7  

C PROPOSED REVISION TO THE FORMULA FOR THE YIELD ON 

BASIC EQUITY 

C.1 INTRODUCTION 

35. The BCUC accepted the formula for the Yield on Basic Equity in the April 2010 Decision 

on the Streamlined Regulatory Process.  The Yield on Basic Equity is estimated based on the 

holdings and return characteristics of ICBC’s existing portfolio and is calculated as the sum of 

the product of the current weighting and the current yield of each individual asset class.  The 

                                                           
7 BCI currently updates its long-term capital market assumptions on an annual basis and is in the process of 

implementing more frequent updates (semi-annual or quarterly) to ensure they reflect up-to-date market conditions. 
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yield on equity assets under the currently approved formula is determined as the sum of the 

actual yield on the 30-year Government of Canada bond and the same equity risk premium 

used in the calculation of the New Money Rate.   

36. To be consistent with the proposed changes to the New Money Rate as discussed in 

Section B, ICBC is proposing that the formula for the yield on equity assets in the Yield on 

Basic Equity calculation be replaced with the equity return component of the New Money Rate.  

The formula retains the core components of the currently approved formula for the Yield on 

Basic Equity, but brings similar benefits to those described above for the New Money Rate. 

C.2 COMPONENTS OF THE FORMULA 

37. The components of the proposed Yield on Basic Equity formula are shown in Figure 5.3.  

The formula retains the core components of the currently approved formula for the Yield on 

Basic Equity, determined as the sum of the product of the current weighting and current yield 

of each asset class in the current portfolio, minus fees for managing the investment portfolio.  

Figure 5.3 – Proposed Formula for the Yield on Basic Equity 

 Asset Class Weight Component  Yield Component 

 Current Weighting of Money Market Assets as % of 

portfolio 
x Current Yield at Cost 

+ 
Current Weighting of Canadian Bonds as % of 
portfolio 

x Current Yield at Market 

+ Current Weighting of Mortgages as % of portfolio x Current Yield at Cost / Market 

+ 
Current Weighting of Mezzanine Debt as % of 
portfolio 

x Current Yield at Market 

+ Current Weighting of Equities as % of portfolio x 
Weighted average of BCI 15-year 

annualized total return forecast 

+ Current Weighting of Real Estate as % of portfolio x Current Yield at Cost / Market 

+ 
Current Weighting of Infrastructure as % of 
portfolio 

x Current Yield at Market 

- 
Fees for managing investment portfolio as % of 
portfolio value 

 
 

38. ICBC proposes to adopt the same formula to determine the yield on equity assets in 

the calculation of the Yield on Basic Equity, as is being proposed for the equity forecast yield 

of the New Money Rate.  
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C.3 BENEFITS OF THE FORMULA 

39. ICBC is retaining the benefits of the Yield on Basic Equity formula, which aims to 

objectively estimate the investment income earned on ICBC’s Basic Equity to offset claims 

and operating costs.  The proposed formula ensures that the output both reflects the current 

weights on ICBC’s investment portfolio and the best estimate of current yields on each 

investment asset class.  The advantages of utilizing BCI’s capital market forecasts to 

determine the expected yield on ICBC’s equity assets are the same as discussed in Section B, 

most importantly that they account for the diversification of strategies within ICBC’s broader 

equity portfolio and leverage BCI’s knowledge and familiarity with the risk profile of their 

funds which are incorporated into their return forecasts.   

D CALCULATION OF THE INVESTMENT RETURNS 

40. Sections D.1 and D.2 show the calculations of the New Money Rate and Yield on Basic 

Equity for PY 2021 using the proposed formulae described in Sections B and C.   

41. For transparency, calculations for the New Money Rate and Yield on Basic Equity using 

the current BCUC-approved formulae are provided in Appendix 5C, along with details of the 

calculations of the average short-term and long-term bond yields and Canadian Consumer 

Price Index (CPI) from the six financial forecasts of the multi-dealer survey.  Information to 

support the yield spread for credit bonds and mezzanine debt used in the current approved 

New Money Rate formula is also provided. 

D.1 CALCULATION OF THE NEW MONEY RATE UNDER PROPOSED 
APPROACH 

42. In accordance with Section B, the New Money Rate is calculated as the weighted sum 

of expected returns of ICBC’s investment assets, determined using the weighting for each 

asset class in ICBC’s strategic asset mix and BCI’s 15-year annualized return forecast, plus a 

Diversification and Rebalancing Premium.  

43. ICBC’s investment portfolio has been shifting toward the strategic asset mix according 

to a multi-year transition schedule contained in Appendix A of the October 2020 SIPP.  In 

determining the New Money Rate in previous RRAs, ICBC tied the formula asset group weights 

to the point on the transition schedule that most closely aligned to the middle of the policy 

year.  Under the transition schedule, ICBC’s asset mix reaches the strategic asset mix by 
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June 30, 2021.  As such, ICBC has used the strategic asset mix as the weightings for the New 

Money Rate Formula for PY 2021.     

44. Figure 5.4 shows the weighting for each major asset group in ICBC’s strategic asset 

mix and the associated formula for the forecast yield, determined as the weighted average of 

expected total returns for the asset classes sourced from the BCI report included as 

Attachment 5B.1 to Appendix 5B.  Details of the weightings in column (1) and the forecast 

yield in column (2) are further explained in Appendix 5B. 

Figure 5.4 – New Money Rate for PY 2021  

Asset Group 
Weighting 

(%)1 
Formula for Asset Yield 

Forecast 

Yield 
(%) 

Weighted 

Yield 

(%) 

 (1)  (2) (1)x(2) 

Fixed Income 67 
BCI 15-year weighted average total return 
forecast on ICBC fixed income assets 

2.00 1.34 

Equity 23 
BCI 15-year weighted average total return 
forecast on ICBC equity assets 

6.26 1.44 

Real Estate 8 
BCI 15-year total return forecast – BCI 
Real Estate Program 

6.60 0.53 

Infrastructure  2 
BCI 15-year total return forecast – 
Infrastructure & Renewable Resources 
Program 

6.30 0.13 

Expected Return of Investment Assets 3.43 

Diversification & Rebalancing Premium 0.25 

New Money Rate for the 2021 Policy Year2  3.68 

1 Weightings based on strategic mix target, as shown in Appendix 5A. Attachment 5A.1 (page 9).  
2 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 

45. For comparison purposes, Figure 5.5 shows the New Money Rate calculations under 

the currently approved formula for PY 2019 and PY 2021, along with the calculation under the 

proposed formula.  The New Money Rate of 3.68% calculated under the proposed formula in 

PY 2021 is 9 basis points higher than the New Money Rate of 3.59% under the currently 

approved formula for the same period.  The New Money Rate under the proposed formula has 

a higher weighted yield on fixed income assets compared to the currently approved 

calculation, reflecting higher expected fixed income returns, and benefits from the 

Diversification and Rebalancing Premium.  This is partially offset by a lower weighted yield on 

equity assets, reflecting the lower expected returns on ICBC’s equity investments under the 

proposed formula compared to the currently approved formula.  



2021 RRA Chapter 5 – Investments 

Insurance Corporation of British Columbia 5-13 
December 15, 2020 

46. The New Money Rate under the proposed formula is 148 basis points lower than the 

New Money Rate calculated using the current formula for PY 2019 of 5.16%.  The decrease in 

the New Money Rate is mainly attributable to a lower forecast yield on fixed income assets 

and a lower forecast yield on equity assets, partially offset by the inclusion of the 

Diversification and Rebalancing Premium.  The lower weighted yield on fixed income assets 

reflects lower market interest rates in 2020 compared to 2018.   

Figure 5.5 – Comparison of New Money Rate under Current and Proposed 

Formulae 

Asset Group 
Currently Approved Formula 

 

Weighted Yield (%) 

Proposed Formula 
 

Weighted Yield (%) 

 PY 2019 PY 2021 PY 2021 

Fixed Income1 2.44 1.18 1.34 

Equity 2.15 1.79 1.44 

Real Estate & Infrastructure 0.58 0.61 0.66 

Diversification & Rebalancing Premium - - 0.25 

New Money Rate2 5.16 3.59 3.68 

1 The fixed income asset group under the currently approved formula includes risk-free assets and credit assets. 
2 Differences between the New Money Rate and the sum of the asset group weighted yields are due to rounding. 

D.2 CALCULATION OF THE YIELD ON BASIC EQUITY UNDER PROPOSED 
APPROACH 

47. In accordance with Section C, the Yield on Basic Equity is the sum of the weighted 

yields for each asset class less the fees for managing the investment portfolio.  Note that, 

except for the yield on equity assets, actual weightings and yields for all the individual asset 

classes are used in the formula, in contrast to the New Money Rate formula in Figure 5.4 

which is simplified to include only the four asset groups. 

48. A different value of the Yield on Basic Equity is used for the first 11-month period of 

PY 2021 compared to the second 12-month period.  This is a result of an expected change in 

the weighting of the asset classes for the second 12-month span as further explained below. 

49. To calculate the Yield on Basic Equity for the first 11-month period, the weightings for 

each asset class have been determined using the holdings of the existing portfolio as of 

September 30, 2020 and for most of the asset classes the current yields are determined from 

the holdings in the existing portfolio.  This is consistent with the methodology used in past 
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RRAs.  As described in Section C, the equities yield formula in Figures 5.6 and 5.7 is 

determined as the weighted average expected return for ICBC’s equity assets utilizing the 

BCI report, as shown in Appendix 5B, Figure 5B.2.  

Figure 5.6 – Yield on Basic Equity for the first 11-month period 

Asset Class 
Current 

Weightings (%) 
Formula for Yield 

Current 
Yields (%) 

Weighted 
Yields (%) 

Money Market 2.7 
Current Money Market Yield at 
Cost 

0.35 0.01 

Bonds 56.1 
Current Bond Portfolio Yield at 
Market 

0.91 0.51 

Mortgages 8.2 Current Mortgage Yield at Cost 3.37 0.28 

Mezzanine Debt 1.6 
Current Mezzanine Debt Yield at 
Market 

7.11 0.11 

Equities 24.7 
BCI 15-year weighted average 
return on ICBC equity assets 
(CAD) 

6.26 1.54 

Real Estate  5.1 
Current Real Estate Yield at Cost 
/ Market 

6.93 0.35 

Infrastructure 1.6 
Current Infrastructure Yield at 
Market 

7.87 0.13 

Total 100.01   2.93 

Minus the Fees for Managing the Investment Portfolio -0.18 

Yield on Basic Equity for the first 11-month period1 2.75 

1 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 

50. The Yield on Basic Equity for the first 11-month period is 2.75%, 151 basis points 

lower than the Yield on Basic Equity of 4.26% from the 2019 RRA.  The decrease is largely 

attributable to lower market interest rates since PY 2019 and a lower expected yield on equity 

assets.  The Yield on Basic Equity in Figure 5.6 is 31 basis points lower than the Yield on Basic 

Equity shown in Appendix 5C, Figure 5C.2 as calculated using the currently accepted formula, 

attributable to a lower expected return on equities.  

51. Due to the phased transition of ICBC’s internally-managed mortgage and real estate 

investment assets to BCI, along with slowing funding opportunities in those asset classes 

associated with the COVID-19 pandemic, ICBC’s current weighting to mortgages and real 

estate is below the strategic target weight.  Investment assets available to be deployed into 

these asset classes are temporarily being held in liquid asset classes in accordance with 
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Appendix A of the October 2020 SIPP (see Appendix 5A, Attachment 5A.1), estimated to 

display similar return characteristics as mortgage and real estate investments.  This has 

resulted in corresponding higher weights to money market, bonds and equities compared to 

the strategic targets at September 30, 2020.   

52. To calculate the Yield on Basic Equity for the second 12-month period, the strategic 

asset mix weights in the October 2020 SIPP have been used as the best estimate of the 

portfolio asset mix at the beginning of this period.  Due to the difficulty in forecasting short-

term changes to the investment portfolio yields, the current yields used to calculate the Yield 

on Basic Equity for the first 11-month period have been applied to calculate the Yield on Basic 

Equity for the second 12-month period.  

Figure 5.7 – Yield on Basic Equity for the second 12-month period 

Asset 
  Expected 

Weighting (%) 
Formula for Yield 

Current 
Yields (%) 

Weighted 
Yields 
(%) 

Money Market 1 
Current Money Market Yield at 
Cost 

0.35 0.00 

Bonds 52 
Current Bond Portfolio Yield at 
Market 

0.91 0.47 

Mortgages 11.5 Current Mortgage Yield at Cost 3.37 0.39 

Mezzanine Debt 2.5 
Current Mezzanine Debt Yield at 

Market 
7.11 0.18 

Equities 23 
BCI 15-year weighted average 
return on ICBC equity assets 
(CAD) 

6.26 1.44 

Real Estate  8 
Current Real Estate Yield at Cost 
/ Market 

5.93 0.55 

Infrastructure 2 
Current Infrastructure Yield at 
Market 

7.87 0.16 

Total 1001   3.19 

Minus the Fees for Managing the Investment Portfolio -0.18 

Yield on Basic Equity for the second 12-month period1 3.01 

1 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 

53. The Yield on Basic Equity for the second 12-month period using the proposed formula 

described in Section C is 3.01%, 26 basis points higher than the Yield on Basic Equity 

calculated for the first 11-month period.  The increase is attributable to the shifts in the 

weighting to the strategic asset mix, including a lower weighting on money market, bonds 
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and equities and a higher weight on mortgages, mezzanine debt, real estate and infrastructure 

assets.  The Yield on Basic Equity in Figure 5.7 is 29 basis points lower than the value of the 

equivalent Yield on Basic Equity shown in Appendix 5C, Figure 5C.3 as calculated using the 

currently accepted formula. 

E INVESTMENT STRATEGY REVIEW 

54. In accordance with governance practices, ICBC’s investment strategy is formally 

reviewed at least every four years, with the last review conducted in 2017/18.  Due to the 

legislative changes made to ICBC’s Basic insurance system to the Enhanced Care model, ICBC 

is currently undertaking a review of ICBC’s investment strategy.  The review is being 

conducted in partnership with BCI and is utilizing standard industry methods for determining 

the composition of the “optimal” ICBC investment portfolio – the combination of asset classes 

that meets the investment objectives at an acceptable level of risk. 

55. The change in the BC auto insurance system is expected to result in a longer payment 

profile for ICBC’s Basic claims liabilities and more predictability of future claims payments due 

to a significant reduction in lump sum settlements in favour of regular payments for care and 

treatment (see Chapter 3).  The investment strategy review process is incorporating these 

expected changes and considering the associated shift in the risk profile of the portfolio to 

ensure that the revised mix of investment assets will continue to provide liquidity to support 

ongoing claims payments and generate an acceptable long-term return to offset claims and 

operating costs for Basic policyholders.  

56. The investment strategy review process is ongoing.  In December, ICBC’s Board of 

Directors approved a long term strategic asset mix based on ICBC’s expected claims liability 

profile under the Enhanced Care model.  Due to the complexity caused by the multi-year 

transition in ICBC’s liability profile as well as uncertainty about the pacing of new investments 

in BCI funds, ICBC is not yet able to accurately estimate the potential impact to ICBC’s New 

Money Rate and Yield on Basic Equity.   

57. Once a revised SIPP is approved by ICBC’s Board, changes from ICBC’s current asset 

mix to the new strategic asset mix are expected to follow a transition schedule over an 

extended time period while legacy tort claims are settled.  Consequently, the current 

investment strategy review is not anticipated to result in significant changes to the current 

strategic asset mix over PY 2021.  
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F CONCLUSION 

58. Interest rate movements, expected investment return forecasts and changes in the 

ICBC investment portfolio’s strategic asset mix have an impact on the actuarial rate indication 

through their impact on the New Money Rate and the Yield on Basic Equity.  Due to the 

decrease in market interest rates and lower expected return forecasts for equity investments, 

the New Money Rate and Yield on Basic Equity are lower in this Application than the equivalent 

investment yields for the 2019 RRA.  As indicated in Chapter 3, this unfavourable impact is 

offset by the longer expected payout period for policyholder supplied funds under Enhanced 

Care, which enables ICBC to generate higher investment income and results in a favourable 

impact for customers.  



 

Insurance Corporation of British Columbia 
December 15, 2020 

APPENDIX 5A 

STATEMENT OF INVESTMENT 

POLICY AND PROCEDURES 
 

 

 
 

 

 
 



2021 RRA Appendix 5A – SIPP 

Insurance Corporation of British Columbia 5A-i 
December 15, 2020 

Table of Contents 

A Introduction ................................................................................................. 5A-1 

B Changes to Roles and Responsibilities ......................................................... 5A-1 

C Legacy Assets............................................................................................... 5A-1 

D Eligible Investments .................................................................................... 5A-2 

E BCI Funds Approved for Investment ............................................................ 5A-2 

F Other changes .............................................................................................. 5A-2 
 

Attachment 5A.1 – Statement of Investment Policy and Procedures Dated 

October 29, 2020 ......................................................................................... 5A.1 

Attachment 5A.2 – Blacklined Statement of Investment Policy and Procedures 

Dated October 29, 2020 ............................................................................... 5A.2 

 
  



2021 RRA Appendix 5A – SIPP 

Insurance Corporation of British Columbia 5A-1 
December 15, 2020 

A INTRODUCTION 

1. In this Appendix, the most recent Statement of Investment Policy and Procedures 

(SIPP) dated October 29, 2020 (October 2020 SIPP) – as included as Attachment 5A.1 – is 

compared to that dated June 8, 2018 filed in the 2019 Revenue Requirements Application 

(June  2018  SIPP).  A blackline version of the October 2020 SIPP compared to the June 2018 

SIPP is provided as Attachment 5A.2. 

2. The October 2020 SIPP reflects updated roles and responsibilities pursuant to the 

transfer of the management of the Insurance Corporation of British Columbia’s (ICBC’s) 

investment portfolio to the British Columbia Investment Management Corporation (BCI).  The 

significant changes to the SIPP include the associated governance framework as approved by 

the ICBC Board of Directors (the Board), language around the transition and subsequent 

management of existing portfolio investments (i.e., the “legacy assets”), updates to eligible 

investment criteria for several asset classes, and an appendix listing the BCI pooled funds 

that have been approved by the Board for investment.  Other revisions have been made for 

BCI’s clarity, to reflect the fact that BCI manages pooled funds where multiple client 

investments are commingled, or for general housekeeping. 

B CHANGES TO ROLES AND RESPONSIBILITIES 

3. As discussed in Chapter 5, ICBC is transferring the management of its investment 

portfolio to BCI.  The roles and responsibilities section of the SIPP (Section 4) has been 

updated to reflect a new governance framework that was approved by the Board following 

the decision.  The updates establish BCI’s responsibilities and changes to the responsibilities 

of ICBC management.  There are no significant changes to the responsibilities of the Board 

or the Investment Committee.  

C LEGACY ASSETS 

4. Revisions to the SIPP (Section 10) include language that establishes ICBC’s authority 

in respect of decisions by BCI to divest of legacy assets.  ICBC holds investments in certain 

asset classes that are relatively illiquid and cannot be immediately divested (e.g. real estate, 

mortgages).  Consequently, the transition of investment management responsibilities for such 

investments initially involves BCI assuming oversight responsibilities and continuing to 

manage the investments, followed at a later date by some form of divestment.  ICBC retains 

authority in respect of the decisions to divest of these assets in order to ensure the 

divestments are on terms acceptable to ICBC. 
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D ELIGIBLE INVESTMENTS 

5. Revisions to the guidelines (SIPP Section 11) for various asset classes were required 

to recognize how BCI manages its clients’ investments and thereby allow BCI to operate within 

the parameters of the SIPP.  

6. Certain portfolio investments continue to be managed on a segregated basis by BCI 

(i.e., they are not commingled with other client investments in a pooled fund structure), such 

as Canadian bonds.  The associated revisions to the SIPP establish guidelines that are 

acceptable to ICBC while allowing BCI to manage the investments efficiently. 

7. Other portfolio investments will be managed by BCI in pooled funds.  The associated 

revisions to the SIPP clarify that the relevant pooled fund guidelines – as developed by BCI – 

will establish the investment parameters.  

E BCI FUNDS APPROVED FOR INVESTMENT 

8. BCI will only be permitted to invest ICBC assets in funds that have been approved by 

the Board.  These are listed in the SIPP Appendix B.  This requirement will ensure the Board 

has the opportunity to consider the strategy, key personnel, risks, and other key details 

associated with a BCI fund prior to ICBC assets being invested. 

F OTHER CHANGES 

9. Other revisions to the SIPP include: 

 The addition of language clarifying BCI responsibilities in respect of managing asset 

classes (bonds, mortgages and real estate) which previously were managed by ICBC 

staff (SIPP Section 11); 

 Revisions pertaining to conflicts of interest and voting rights that recognize that BCI 

carries out investment management responsibilities on behalf of a broader client base 

(SIPP Section 5); and 

 Additional clarity on the approach to benchmarks and unfunded allocations in respect 

of illiquid asset classes (SIPP Appendix A in Attachment 5A.1). 
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INSURANCE CORPORATION OF BRITISH COLUMBIA 

Statement of Investment Policy and Procedures 

1 PURPOSE 

The purpose of this Statement of Investment Policy and Procedures (the “Statement” or 
“SIPP”) is to establish guidelines which will ensure ICBC’s assets are managed prudently. 
The Statement will establish eligible investments, asset allocation ranges and the 
discretion given to fund managers, and consequently dictate the portfolio risk return 
profile. 

2 CORPORATE LIABILITY AND RISK PROFILE 

ICBC (the “Corporation” or “ICBC”) is a Crown corporation offering compulsory basic 
automobile insurance and optional extension insurance. 

As of March 31, 2019, ICBC’s liabilities were profiled as follows: 

 Liabilities ($000) Duration in Years 

Basic 12,022,270 2.58 

Optional 5,234,051 2.93 

Total 17,256,321 2.68 

 
For the purposes of prudence and efficiency, ICBC maintains one investment portfolio for 
both Basic and Optional insurance businesses since the duration of the liabilities for each 
respective business is similar. 

Like other insurers, ICBC’s liabilities are subject to inflation risk and can be sensitive to 
price increases. 

ICBC has significant cash needs due to the volatility of claims payments. However, the 
relative predictability and volume of premium cash flows considerably reduce ICBC’s cash 
flow risks. 

3 REGULATORY FRAMEWORK 

The legislative framework with respect to ICBC's obligations and responsibilities in the 
management of its investment portfolio is based on the "prudent person rule". This general 
prudent person standard is set out in section 492 of the Insurance Companies Act 
(Canada). This standard requires ICBC to make investments for its insurance business in 
the manner that "a reasonable and prudent person would apply in respect of a portfolio of 
investments to avoid undue risk of loss and to obtain a reasonable return". 

The specific statutory framework and asset class limits with respect to ICBC’s investments 
are outlined in Section 29 of the Insurance Corporation Act (British Columbia) and Section 
2 of the Application of Legislation Regulation, BC Reg. 322/2003 deposited. 
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The regulatory asset class limits applicable to ICBC's Optional insurance business are as 
follows: 

1. real estate investments are limited to 10% of total assets, as that term is defined 
in the Investment Limits (Insurance Companies) Regulations, SOR/2001-396; 

2. the value of participating shares or other ownership interests in unincorporated 
businesses cannot exceed 25% of total assets; 

3. investments in (1) and (2) in the aggregate cannot exceed 35% of assets; and 

4. commercial and consumer lending cannot exceed 5% of total assets. 

It should be noted that this Statement has been developed in consideration of the limits 
established by the legislative framework. For clarity, these limits shall be adhered to in 
respect of the entire investment portfolio (i.e., the sum of both Basic- and Optional-backing 
assets). 

4 ROLES AND RESPONSIBILITIES 

1. ICBC Board of Directors 

Under Corporate By-Laws, the Board of Directors has the responsibilities to (a) 
define and control strategies, policies and limitations related to the investment of 
the Corporation’s funds, (b) exercise voting rights attached to corporate securities, 
and (c) provide for the custody of assets, registration of securities, and disposition 
of investments. The execution of most of these responsibilities has been delegated 
to the ICBC Investment Committee of the Board of Directors, the British Columbia 
Investment Management Corporation (“BCI”), and ICBC Management. The Board 
of Directors still retains responsibility for major changes to investment policies and 
procedures. 

2. ICBC Investment Committee 

The Investment Committee is responsible for recommending investment policies 
and procedures to the Board of Directors, ensuring investments are managed in 
compliance with the policies, and monitoring performance. 

These responsibilities include making recommendations to the Board of Directors 
regarding: 

a) asset allocation parameters (including tactical asset allocation ranges); 

b) risk management parameters (e.g., benchmarks); 

c) eligible investments (e.g., eligible BCI funds for investment); and 

d) external investment management services. 
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3. BCI 

BCI acts as an agent for investment of ICBC, and is responsible for providing all 
required day-to-day investment management services pursuant to the Funds 
Management Agreement dated November 1, 2019 between ICBC and BCI (the 
“FMA”), the First Additional Services Agreement dated November 1, 2019 between 
ICBC and BCI (the “ASA” and together with the FMA, the “BCI Agreements”). 

BCI has the following responsibilities: 

a) invests or arranges for the investment of ICBC’s assets and ensures 
ongoing compliance with this Statement; 

b) collaborates with ICBC Management in the development of investment 
policies, procedures, and strategies for consideration by the Investment 
Committee; 

c) recommends asset allocation parameters (including the strategic asset mix 
and tactical asset allocation ranges) to the Investment Committee; 

d) rebalances the portfolio and completes tactical asset allocations within 
permitted ranges; 

e) hires and manages contract arrangements with the custodian and other 
external providers of related services (e.g., external investment managers, 
data service providers, etc.) on behalf of ICBC; 

f) monitors the activity of external investment managers (including ICBC’s 
legacy external investment managers) and reports on external investment 
manager performance to the Investment Committee; 

g) provides performance measurement services and fulfills all reporting 
requirements outlined in Section 9 of this Statement; 

h) attends Investment Committee meetings at the request of the Investment 
Committee; 

i) receives direction from ICBC Management regarding (i) the movement of 
funds between ICBC and BCI in respect of the Corporations’ operational 
requirements and (ii) changes to the ICBC payment plan receivable; 

j) arranges securities lending services; and 

k) perform such other duties and provide such other services required to be 
performed or provided by BCI under the BCI Agreements and any other 
agreements for Additional Services (as defined in the FMA) entered into 
between ICBC and BCI from time to time. 
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4. ICBC Management 

ICBC Management is responsible for providing investment advice, policy 
recommendations, and other information required by the Board of Directors and 
Investment Committee to discharge their responsibilities, and may work in 
collaboration with BCI or other external service providers in development of such 
information. Management is also responsible for ongoing governance and 
oversight over BCI, and ensuring that procedures are in place to confirm that BCI 
remains in compliance with this Statement. 

ICBC Management has the following responsibilities: 

a) recommends investment policies and procedures to the Investment 
Committee; 

b) recommends asset allocation parameters (including the strategic asset mix 
and tactical asset allocation ranges) to the Investment Committee; 

c) recommends eligible investments from among BCI’s fund offerings to the 
Investment Committee; 

d) ensures policy compliance, investment performance, and external 
management fees are monitored and reported to the Investment 
Committee; 

e) recommends the termination of ICBC’s legacy external investment 
managers to the Investment Committee; 

f) with respect to ICBC’s legacy assets (i.e., external funds, mortgages, real 
estate), authorize and provide instructions to BCI regarding any 
dispositions and subsequent reinvestment of those assets and the 
termination of legacy external investment managers; 

g) advises BCI of changes to the ICBC payment plan receivable on a monthly 
basis; and 

h) ensures adequate cash flows to meet the Corporation’s payment 
obligations. 

5. External Investment Managers 

ICBC utilizes external investment management services for certain portfolio 
strategies. For clarity, the external investment managers (other than BCI and 
through BCI, its affiliate, QuadReal Property Group Limited Partnership 
(“QuadReal”)) that continue to manage ICBC assets upon the effective date of the 
transition of day-to-day investment management responsibilities to BCI are 
referred to as the “legacy external investment managers”. For clarity,  

a) all other references to external managers include BCI and to externally 
managed funds includes funds managed by BCI; and 
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b) external investment managers specifically exclude existing property 
managers and mortgage loan servicers. 

The legacy external investment managers have the following responsibilities: 

a) select securities within each permitted asset class for the portion of the 
portfolio allocated to the manager, subject to applicable legislation and to 
any constraints or directives within this Statement or established by the 
ICBC Investment Committee; 

b) participate in a review of this Statement when requested by the Investment 
Committee; 

c) provide a Statement of Investment Policy and Goals for any pooled fund 
investments; 

d) provide quarterly performance reports; 

e) inform ICBC Management and BCI of any element of the Statement or any 
other item that could prevent the achievement of the mandate objectives, 
and obtain prior approval from ICBC Management to materially deviate 
from the Statement; 

f) inform ICBC Management and BCI of any changes in ownership of the firm 
or changes in key personnel, investment process, or style; and 

g) inform ICBC Management and BCI if any of the investments fall outside of 
the investment constraints as a result of the Statement or changes to the 
Statement or applicable legislation. 

6. Custodian 

The custodian has the following responsibilities: 

a) fulfills all their duties as outlined in their service agreement; and 

b) fulfills the regular duties of a custodian as required by law. 
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5 CONFLICT OF INTEREST 

All actual, potential, or perceived conflicts of interest between all parties associated with 
the investment of insurance assets, including officers, directors, designated employees, 
employees or agents of ICBC, but excluding BCI and external managers retained by BCI, 
shall be disclosed to the Investment Committee before any decision regarding the specific 
transactions are completed. If a conflict of interest arises, the party shall disclose such a 
conflict to the Chair of the Investment Committee or in the Chair's absence, the acting 
Chair. The party must be excluded from participating in any discussion or decision related 
to the area of conflict. 

The Secretary of the Investment Committee will be responsible for recording the 
declaration of conflict and will advise the Board of Directors of the details of the conflict. 

Guidance on what constitutes conflicts of interest will be provided by: 

a. Section 2.04 of the Corporate By-Law No. 9 dated July 28, 2016 of the Insurance 
Corporation of British Columbia; 

b. The Insurance Corporation of British Columbia Investment Division Code of 
Conduct dated January 25, 2018 for designated employees; and 

c. The Insurance Corporation of British Columbia's Code of Ethics for officers and 
employees of ICBC. 

BCI and external managers retained by BCI shall not be subject to the above provisions. 
All actual, potential, or perceived conflicts of interest:  

d. with respect to BCI and its officers and employees shall be governed by BCI’s 
Code of Ethics & Professional Conduct; and 

e. with respect to external managers retained by BCI shall be governed by the CFA 
Institute’s Code of Ethics and Standards of Professional Conduct. 

6 ASSET ALLOCATION 

Strategic Asset Mix 

The strategic asset mix is used to set the total return performance benchmark for the 
portfolio. 

It establishes the long-term combination of asset classes normally split into three major 
groups categorized as fixed income, equities, and real assets. The fixed income category 
includes all interest-bearing instruments like bonds, mortgages, mezzanine debt and 
money market instruments. The equity category includes investments exhibiting elements 
of participation in ownership of companies like common stocks and private equity. The 
real assets category includes investments exhibiting elements of participation in 
ownership of physical assets like infrastructure and real estate. 
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The optimal strategic asset mix is determined based on expected rate of return for each 
asset class for the forecasting period and their associated range of returns expressed in 
standard deviations. Liquidity, risk constraints, and cash flow considerations are also 
incorporated in the determination of the strategic asset mix. 

Tactical Asset Mix 

Tactical asset mix focuses on short-term asset allocations that attempt to increase 
investment return through opportunistic shifts in asset weightings. Since tactical asset 
allocation can either add or detract from the overall strategic asset mix return, the extent 
of tactical asset mix decisions are limited by the following ranges. These ranges are set in 
consideration of the overall financial strength of ICBC and its sensitivity to negative or 
positive investment returns. 

Asset Mix Ranges1 

Asset Class Tactical 
Minimum % 

Strategic Mix 
% 

Tactical 
Maximum % 

 

Fixed Income 62.0 67.0 72.0 

Money Market 0.0 1.0 5.0 

Canadian Bonds 45.0 52.0 59.0 

    

Mortgages 8.5 11.5 14.5 

Mezzanine Debt 1.5 2.5 3.5 

 

Equity 20.0 23.0 26.0 

Canadian Equities 6.0 8.0 10.0 

Large Cap 5.0 7.0 9.0 

Small Cap 0.0 1.0 2.0 

Global Equities 13.0 15.0 17.0 

Large Cap 10.5 12.5 14.5 

Small Cap 0.5 1.5 2.5 

Emerging Market 0.0 1.0 2.0 

 

Real Assets 8.0 10.0 12.0 

Real Estate 6.0 8.0 10.0 

Infrastructure 1.0 2.0 3.0 
1 

Allocations to illiquid asset classes (i.e., mortgages, mezzanine debt, real estate and infrastructure) are permitted to be 

below long-term tactical minimums during the investment periods of the associated funds. The transition schedule contained 
in Appendix A represents Management’s estimate for the pace of implementation of the target strategic asset mix. 

 
7 INVESTMENT RISK 

Diversification of investment risk between asset classes is provided through the asset 
allocation guidelines set forth in the previous section. 

Investment risk guidelines within each asset class are set out in the definitions of eligible 
investments. 
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8 RETURN OBJECTIVES 

The return objectives for ICBC’s investment portfolio is to achieve superior investment 
returns through management of its assets subject to level of risk deemed appropriate by 
the Statement. 

ICBC will measure individual asset categories against the appropriate index with added 
excess returns. Measurement will be assessed net of associated management fees over 
four-year moving periods. 

Below is a list of the appropriate benchmarks for each asset class and the expected 
incremental return for active management. These following benchmarks are referred to 
herein as the “Index”. 

ASSET CLASS 
BENCHMARK 

 
BENCHMARK 

TARGET EXCESS 
RETURN AFTER 

FEES 

Fixed Income 

Money Market FTSE Canada 91-day T-Bill 
Index 

N/A 

Canadian Bonds 67% FTSE Canada Short term 
Overall Bond Index + 

33% FTSE Canada Mid Term 
Overall Bond Index 

+15 basis points 

Mortgages FTSE Canada Short Term Bond 
Index + 100 basis points 

N/A 

Mezzanine Debt ICE BAML 1-3 Year U.S. 
Corporate/Government Index + 
200 basis points (hedged to CAD) 

N/A 

Equities 

Canadian Equities S&P/TSX 10% Capped 
Composite Index 

+75 basis points 

Global Equities MSCI World Index Ex Canada  +15 basis points 

Real Estate Canadian CPI + 4.25% N/A 

Infrastructure Canadian CPI + 4.25% N/A 

 
The total fund investment return will be expected to exceed the weighted average of 
benchmark returns for the strategic asset mix plus an excess return over four years, net 
of management fees and operating expenses, of 0.1605% effective June 30, 2021 on a 
go forward basis. 
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9 PERFORMANCE MEASUREMENT AND REPORTING 

Performance Measurement 

Investment returns will be reported to the Investment Committee on a quarterly basis. As 
a general rule, investments should be priced using market values derived from 
independent pricing sources in accordance with standard industry practices, and returns 
determined using time-weighted rates of return. 

Private assets that are not regularly traded (e.g., private equity and infrastructure) shall be 
valued at least annually, in accordance with the valuation policies established by the 
managers and standard industry practices, and returns, will also be calculated using 
internal rates of return. 

Reporting 

BCI will provide ICBC with reports as outlined in the following table: 

Report Frequency 

Asset Allocation Weekly 

Performance Report Monthly; Quarterly 

Investment Risk Report At least annually, and to the 
extent BCI is able, semi-
annually 

Investment Strategy Report Quarterly 

Fee Statement Quarterly 

Client Investment Fee Outlook Annually 

 
Performance reports will include the following information: 

• market values and share of overall portfolio of individual asset classes; 

• quarterly, annual, and longer-term returns for the total portfolio, individual funds, 
and performance benchmarks; 

• discussion of performance at the total portfolio and asset class levels; 

• sources / uses of funds; 

• contribution to returns analysis; 

• attribution analysis for liquid asset classes; 

• comparison of asset class performance with manager universes; and 

• a certificate of attestation of compliance with this Statement, and compliance with 
BCI’s internal pooled fund policies. 
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For clarity, the performance reports will capture all ICBC investment assets (i.e., BCI-
managed assets and ICBC’s legacy assets), though not all measures will be available 
immediately following the transition to BCI.   

BCI shall provide ICBC with the information reasonably requested to conduct its evaluation 
of legacy external investment managers provided for in this Statement pursuant to the 
ASA. 

BCI will also provide ICBC with additional reports and information as may be reasonably 
requested from time to time. 

10 FUND MANAGEMENT STRUCTURE AND INVESTMENT MANAGER MANDATES 

Manager Structure 

The ICBC Investment Committee has adopted a diversified manager structure which 
employs a mix of active and passive styles. Active management has been adopted for a 
portion of assets because it provides the opportunity to outperform market indices over 
the long run. Passive management, in the form of index or enhanced index mandates, has 
been adopted for a portion of the assets because it minimizes the risk of 
underperformance relative to a benchmark index and is less expensive than active 
management. Specialist managers are used where there is a potential added value 
benefit. 

Transition to BCI 

Approval of the Investment Committee is required to terminate legacy external investment 
managers. The Investment Committee shall also approve any BCI pooled fund into which 
ICBC assets can be invested. A schedule of approved eligible BCI pooled funds is 
maintained in Appendix B. ICBC Management shall authorize legacy external investment 
manager dispositions and reinvestment into BCI funds, including the date of disposition 
and how cash and/or securities are moved between the legacy fund and the target BCI 
fund. 

Decisions in respect of dispositions of ICBC’s legacy direct mortgage and real estate 
assets and capital expenditures on the legacy real estate assets shall remain subject to 
ICBC’s Investment Approval Authorities, as approved by the Board of Directors. BCI shall 
be entitled to rely on instructions received from ICBC Management and shall have no 
obligation to investigate or confirm whether any instructions are compliant with such 
internal ICBC Investment Approval Authorities. All other references to such authorities 
herein shall be similarly qualified with respect to BCI. 

Rebalancing 

BCI is responsible for portfolio rebalancing. Portfolio assets will be rebalanced whenever 
actual allocations to an asset class fall outside the maximum or minimum allocation or 
whenever it is deemed otherwise appropriate by BCI. Rebalancing may be suspended if 
market conditions, such as excessive volatility or illiquidity, preclude cost effective 
rebalancing. Should such conditions occur, the ICBC Investment Committee and the 
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Board of Directors will assess the Fund’s asset allocation and market conditions with 
regard to the appropriateness of rebalancing and approve deviations from the tactical 
asset mix range as required. 

Evaluation of Investment Managers 

Investment managers will be reviewed by the Investment Committee at least quarterly. 
BCI will regularly review the legacy external investment managers and shall report on such 
managers pursuant to the terms set out in the ASA. BCI shall provide ICBC Management 
with the information needed to conduct ICBC’s review of all other external investment 
managers on a regular basis as agreed between BCI and ICBC.  

Investment manager(s) excluding index managers, will be expected to exceed their 
applicable index, including an additional return net of fees for active management, and 
exceed the median manager, as applicable. Quarterly (to the extent practical) and annual 
returns will be monitored, but the four-year moving average return will be the primary 
measurement. All return calculations will be determined using time-weighted rates of 
return based on market values derived from independent pricing sources. Return 
calculations are in accordance with industry standards. 

11 ELIGIBLE INVESTMENTS 

ICBC’s investment assets can be held in segregated accounts or invested in pooled funds 
and similar or alternative structures (e.g., limited partnerships) where ICBC’s assets are 
commingled with other investors. Investments held in segregated accounts shall be 
invested in accordance with the following eligible investments guidelines. Investments 
held in pooled funds shall be invested in accordance with the pooled funds’ investment 
policies. The Investment Committee shall approve any pooled fund or similar commingled 
structure into which ICBC assets can be invested.   

11.1 MONEY MARKET INVESTMENTS 

Money market investments held for cash management purposes must have a term to 
maturity of less than fifteen months at time of purchase and will be consolidated with the 
bond portfolio for the purpose of measuring credit quality, liquidity, duration, and 
diversification, as outlined in section 11.3. All non-government guaranteed issuers will be 
subject to the same due diligence process that is applied to credit in the bond portfolio. 
The following investments will be authorized for cash management purposes: 

Treasury bills; provincial promissory notes; repos; certificates of deposit; bankers 
acceptances & bearer deposit notes; commercial paper; corporate bonds; asset 
backed securities; swapped deposits; and derivative instruments. 

11.2 FINANCING INSTRUMENTS 

BCI may transact in repurchase agreements (repos) and repos are an approved 
instrument for financing. Leverage will be used to satisfy the ICBC receivables program.  
The size of the repo portfolio should match the value of the ICBC payment plan receivable. 
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For clarity, BCI will not combine the liability portfolio with the asset portfolio for purposes 
of asset allocation, accounting, performance and risk measurement. Borrowing is 
permissible if supported, or covered, by appropriate liquid assets. 

Benchmark(s) for liabilities: Realized cost of financing. 

BCI will report on the realized cost of financing. 

11.3 CANADIAN BONDS 

ICBC can invest in bonds directly and through externally managed pooled funds. Direct 
bond investments shall be in bonds held in the Index and secured and unsecured floating, 
fixed rate and inflation linked debt obligations denominated in Canadian dollars or any 
major foreign currency of Canadian and foreign corporations, governments and 
government agencies, and supranational development banks. Bonds may also include 
coupons, residuals, and synthetic fixed income securities. 

Derivative instruments for the purposes of synthetic indexing, risk control, lowering 
transaction costs, and or liquidity management, may be held. 

Private placement bonds are permitted, provided it can be demonstrated that they conform 
to quality and diversification guidelines. For clarification purposes, private placements are 
bonds issued by companies with publicly traded debt that are rated by an industry 
recognized rating agency, that are legally privately placed, subscription based, and may 
or may not have a broad issuance, liquidity, dealer support, or are of small deal size. 

ICBC can also invest in private debt securities through an externally managed open- or 
closed- end pooled fund. Private debt securities are not publicly traded and are not 
normally rated by an industry recognized rating agency. 

For private debt that is a legacy asset, the services to be performed are provided in the 
ASA. 

Direct bond investments shall be invested in accordance with the following guidelines: 

Quality 

All publicly traded bonds must be rated a minimum of BBB- or its equivalent by an industry 
recognized rating agency. In the case of split ratings, Standard and Poor’s (S&P) will be 
considered the appropriate rating. If not rated by S&P, another equivalent industry 
recognized credit agency’s rating will be used. 

The following minimum quality limits will apply at all times: 

• 25% of the portfolio will be rated AAA and government issued; and 

• The bond portfolio’s weighting of BBB bonds shall not exceed 5 percentage points 
above the weighting of BBB bonds within the Index. 

Diversification 
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All category and individual limits include issuer margin exposure from repo and derivative 
activity. 

The following minimum diversity limits will apply at all times: 

• Not more than 5% of the market value of the bond portfolio can be invested in the 
debt of any one company; and 

• The bond portfolio’s allocation to corporate1 bonds shall not exceed 25 percentage 
points above the weighting of corporate bonds within the Index. 

Foreign bonds are defined as bonds issued by an entity not domiciled in Canada. This 
includes “Maple” bonds, which are issued by foreign entities in Canadian dollars. It also 
includes foreign pay bonds issued by foreign entities; however, it would exclude foreign 
pay bonds issued by Canadian entities (e.g., Yankee bond issued by a Canadian company 
but denominated in US dollars).   

• Foreign bonds may not exceed 10% of the portfolio value. 

• Foreign currency exposure will be hedged back to Canadian dollars using 
derivatives. For clarity, US Money Market Funds are not required to be hedged. 

Liquidity 

Liquidity will be maintained by holding at least 30% of the combined Canadian bond and 
money market portfolios in Government of Canada, Government of Canada Agency and 
major Provincial debt securities at all times, net of posted collateral. 

Duration 

The duration of the Canadian bond portfolio will be managed within minus 40% and plus 
15% of the benchmark index duration. 

Related Securities 

Coupons, residuals, and synthetic securities will fall under the category and guidelines of 
the underlying security. 

11.4 MORTGAGES 

It is recognized that ICBC’s direct mortgage loans will be considered for potential sale 
and/or alignment with BCI mortgage pooled funds, and that no additional direct mortgage 
investments will be made, with the exception of loan approvals related to outstanding 
expressions of interest. 

                                                
1 Defined as including fixed income securities issued by: corporations, trusts, income trusts, limited 
partnerships and non-profit entities (such as airports, universities and pension funds) and includes private 
debt securities. 
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Following the transition of the management of ICBC’s direct mortgage investments to BCI, 
mortgage investments will be made in accordance with this Statement through BCI 
mortgage pooled funds and/or externally managed open- or closed-end pooled funds. 

Approvals & Authorities 

1. Approval for new loans, renewals, assumptions and the placement of secondary 
debt or encumbrances shall be governed by the Investment Approval Authorities 
as approved by the Investment Committee from time to time; 

2. Approval of the Investment Committee is required to sell the mortgage portfolio, in 
whole or in part, either directly or through securitization to the public market; and 

3. BCI shall be responsible for the day-to-day administration of the mortgage portfolio 
following the effective date of the transition of these responsibilities from ICBC 
Management to BCI. The transition of responsibility for the day-to-day 
administration of the mortgage portfolio may occur in one or more tranches. BCI 
has the ability to delegate the mortgage administration functions to third party 
managers with appropriate knowledge, ability, experience and integrity required to 
complete the assignment competently as determined by BCI. 

For the existing mortgage portfolio, the services to be performed are provided in the ASA.  

11.5 MEZZANINE DEBT 

Mezzanine debt includes subordinate or senior core-plus fixed or floating rate debt 
obligations secured by real assets (real estate or infrastructure) issued by private 
corporations. Assets are generally income producing with periodic scheduled repayment 
of interest and principal. The asset class may also include debt obligations secured by 
non-income producing real assets (e.g., construction lending, land loans, etc.). 

Investments will be made through externally managed open- or closed-end pooled funds. 

Net asset value on foreign currency denominated investment vehicles may be hedged 
back to the domestic currency as contemplated in Section 11.9 below. Currency hedging 
decisions are most appropriately made at the global portfolio level rather than at the asset 
class level and consider net currency exposures. 

For mezzanine debt that is managed by a legacy external investment manager, the 
services to be performed are provided in the ASA. 

11.6 EQUITIES 

Canadian and foreign equity investments will be made through direct holdings of securities 
(common shares, convertible preferred shares, convertible debentures, options, warrants, 
installment receipts, rights, etc.), stock index futures contracts, equity linked bonds and 
swaps or indirectly through externally managed pooled and mutual funds or any 
combination of the above. 
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For public equities that are managed by a legacy external investment manager, the 
services to be performed are provided in the ASA. 

Direct holdings of securities in segregated accounts shall be invested in accordance with 
the following guidelines: 

Diversification 

Diversification will be maintained by restricting the number of equity holdings in any 
separate asset class to no less than 20 individual holdings. No single issuer will represent 
more than 10% of the portfolio’s equity exposure as calculated by market value. 

Liquidity 

Liquidity will be maintained by limiting equity holdings to securities listed on major 
exchanges. No more than 20% of the equity portfolio will be invested in companies with 
market capitalization of less than $100 million. 

11.7 REAL ESTATE 

It is recognized that ICBC’s direct real estate investments will be considered for potential 
liquidation and/or alignment with BCI real estate pooled funds, and that no additional direct 
real estate investments will be made. 

Following the transition of the management of ICBC’s real estate investments to BCI, real 
estate investments will be made in accordance with this Statement through BCI real estate 
pooled funds and/or externally managed open- or closed-end pooled funds. 

Direct real estate investments – including joint ventures and co-ownership vehicles – shall 
be in accordance with the following guidelines: 

Use of Debt (Leverage) 

Leverage will be permitted for direct investments to a maximum of 75% loan-to-value at 
the property level and to a maximum of 45% of the value of the total real estate portfolio. 
All new debt will be non-recourse to ICBC. 

Approvals & Authorities 

1. Approval for acquisitions and disposals shall be governed by the Investment 
Approval Authorities as approved by the Investment Committee from time to time; 

2. The selection of any investment manager, joint venture partner or co-ownership 
vehicle requires the prior approval of the Investment Committee; and 

3. BCI shall be responsible for the day-to-day operations and leasing of the real 
estate investment portfolio following the effective date of the transition of these 
responsibilities from ICBC Management to BCI. BCI has the ability to delegate the 
day-to-day property management functions to third party property managers with 
appropriate knowledge, ability, experience and integrity required to complete the 
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assignment competently, as determined by BCI. Notwithstanding the foregoing, 
BCI must obtain the prior approval of the Investment Committee before BCI 
appoints a third party, other than QuadReal Property Group Limited Partnership or 
its affiliates, to act as the primary provider of property management services in 
respect of the real estate investment portfolio. 

For the real estate investment portfolio, the services to be performed are provided in the 
ASA. 

11.8 INFRASTRUCTURE 

Infrastructure investments encompass equity investments in real assets with relatively 
stable inelastic demand, providing services to a country, city, or region. Infrastructure 
investment sectors can generally be broken down between energy & utilities, 
transportation, social infrastructure, and communications.   

Infrastructure investments will be made through externally managed pooled funds. 

Net asset value on foreign currency denominated investment vehicles may be hedged 
back to the domestic currency as contemplated in Section 11.9 below. Currency hedging 
decisions are most appropriately made at the global portfolio level rather than at the asset 
class level and consider net currency exposures. 

For infrastructure investments that are managed by a legacy external investment 
manager, the services to be performed are provided in the ASA. 

11.9 DERIVATIVE INSTRUMENTS 

Swaps, options, forwards, future contracts and other derivative instruments are permitted 
as long as they are used to hedge portfolio risks or enhance portfolio returns. These 
strategies can involve foreign exchange components on a hedged basis. BCI shall have 
discretion to hedge any foreign exchange risk of externally managed funds in the portfolio. 
For certainty, repo and reverse-repo transactions shall not be deemed to be derivatives 
transactions. 

Derivatives can only be applied to asset classes contemplated in the investment policy.  
All derivative usage shall be structured to ensure that the aggregate amount of market 
exposure of the investments (on an aggregate basis or with respect to any asset class) 
does not increase as a result of derivative transactions, except as expressly permitted by 
BCI pooled fund policies. 

BCI will manage the collateral for derivatives, including posting securities as collateral for 
ICBC’s obligations under derivative agreements, and receiving securities posted by 
counterparties as collateral for their obligations to ICBC under those agreements. All ICBC 
derivative transaction settlements will be debited or credited by BCI using ICBC assets. 

Derivative activities related to segregated funds, direct investments, and legacy assets will 
be disclosed to the Investment Committee on a quarterly basis. 
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11.10 BORROWING AUTHORITY 

In general, neither BCI nor the external managers can borrow funds directly to make 
investments. Exceptions include short-term borrowing to finance temporary cash flow 
shortfalls, financing techniques to support customer payment plans, real estate 
transactions, infrastructure transactions, and derivative transactions where financing 
techniques are used to hedge revenue enhancing strategies. 

12 VOTING RIGHTS 

The Board delegates its voting rights to the legacy external investment managers and to 
BCI. Voting rights will be exercised in the best financial interests of ICBC. BCI shall vote 
proxies in accordance with BCI’s proxy voting policy, a copy of which has been provided 
to ICBC. 

The voting policies and practices of the legacy external investment managers and BCI are 
to be reviewed periodically by ICBC Management. 

Issues deemed to be of concern to the Board will be brought to the attention of the Chair 
of the Investment Committee. 

13 SECURITIES LENDING 

ICBC may loan its securities, or participate in pooled funds that lend securities provided 
that: 

 the securities lending agent provides an indemnity for losses relating to a borrower 
failing to return securities on loan; 

 lent securities are indemnified by the securities lending agent; 

 the loan and collateral are valued daily on a “mark-to-market” basis; 

 the collateral consists of highly liquid and marketable securities under normal 
market conditions; and 

 the loans meet the terms and conditions of ICBC’s external manager’s Securities 
Lending Programs. 

14 POOLED FUNDS 

ICBC investments held in pooled funds, other commingled investment funds and 
alternative investment vehicles shall be invested in accordance with such funds’ 
investment policies and product descriptions. Pooled fund managers shall provide ICBC 
with product descriptions and policies covering investment constraints, conflicts of interest, 
voting rights and securities lending. 

Pooled fund managers shall inform ICBC of any material changes to these policies in a 
timely fashion. 



 

ICBC Statement of Investment Policy and Procedures – October 29, 2020 Page 20 

15 POLICY REVIEW 

This Statement will be reviewed annually by the Investment Committee to confirm that the 
existing asset allocations will result in the best projected investment return for the selected 
risk level. Current economic and political conditions will be reviewed by the Investment 
Committee to ascertain if the necessary conditions exist for the investment policies to 
succeed. Current guidelines will be reviewed by the Investment Committee to maintain 
their relevance and updated if changes are required. The annual review will not prohibit 
the interim modification of the investment policy if there have been fundamental changes 
which affect the underlying assumptions of the investment policy. 
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APPENDIX A – ASSET MIX TRANSITION SCHEDULE 

This asset mix transition schedule represents management’s estimate for the pace of 
implementation of the long-term strategic asset mix. It will be reviewed and updated periodically 
in alignment with the anticipated pacing of the portfolio’s investments in the illiquid asset classes 
(i.e., mortgages, mezzanine debt, real estate and infrastructure). 

 

Asset Class 

Effective Date 

06/30/2018 
Target % 

06/30/2019 
Target % 

06/30/2020 
Target % 

06/30/2021 
Target % 

     

Fixed Income 68.50 68.00 67.25 67.00 

Money Market 1.00 1.00 1.00 1.00 

Canadian Bonds 55.75 54.50 52.75 52.00 

Mortgages 11.50 11.50 11.50 11.50 

Mezzanine Debt 0.25 1.00 2.00 2.50 

     

Equity 23.00 23.00 23.00 23.00 

Canadian Equities 8.00 8.00 8.00 8.00 

Global Equities 15.00 15.00 15.00 15.00 

     

Real Estate 8.00 8.00 8.00 8.00 

Infrastructure 0.50 1.00 1.75 2.00 

 
Benchmark weights shall be set in alignment with funded allocations in respect of the mortgages, 
mezzanine debt, real estate and infrastructure asset classes, up to the long-term strategic mix 
targets set out in section 6 of this Statement.  Unfunded allocations to these asset classes – and 
the associated benchmark weights – will be invested in accordance with the following guidelines: 

Asset Class Money Market 
Canadian 

Bonds 
Canadian 

Equity 
Global Equity 

Mortgages / Mezzanine 
Debt 

25% 60%  15% 

Real Estate  40% 30% 30% 

Infrastructure  40%  60% 
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APPENDIX B – PARTICIPATING BCI POOLED FUNDS 

Asset Class Pooled Fund Benchmark Managers 
Opening 
Frequency 

Money Market 

Canadian Money 
Market Fund (ST2) 

FTSE Canada 
91 Day T-Bill 
Index 

BCI 
Any business 
day 

US Dollar Money 
Market Fund (ST3) 

Citigroup 30 
Day Treasury 
Bill Index 

BCI 
Any business 
day 

Mortgages 
Fixed Term 
Mortgage Fund 

ICE BAML 1-10 
Year Canada 
Government 
Index + 120 bps 

External 
Manager* 

Monthly 

Canadian Equity 

Indexed Canadian 
Equity Fund 

S&P / TSX 
Composite 

BCI Weekly 

Active Canadian 
Equity Fund 

S&P / TSX 
Capped 
Composite 

BCI + External 
Managers 

Weekly 

Global Equity 

Indexed Global 
Equity Fund 

MSCI World ex-
Canada Net 
Index 

BCI Weekly 

Indexed Emerging 
Markets Fund 

MSCI Emerging 
Markets Net 
Index 

BCI Weekly 

Active Emerging 
Markets Fund 

MSCI Emerging 
Markets Net 
Index 

BCI + External 
Managers 

Weekly 

Real Estate Realpool Program 
Cost of Capital 
of 6.8% 
(nominal) 

External 
Manager* 

First business 
day of each 
year** 

 
* QuadReal. 
** Special openings throughout the year as required. 



2021 RRA Attachment 5A.2 – Blacklined SIPP 

Insurance Corporation of British Columbia 
December 15, 2020 

Attachment 5A.2 – Blacklined Statement of 
Investment Policy and Procedures Dated 
October 29, 2020 



 

 

ICBC Statement of Investment Policy and Procedures – October 29, 2020 June 8, 2018 Page 1 

 
 
 
 
 
 
 

INSURANCE CORPORATION OF BRITISH COLUMBIA 

STATEMENT OF INVESTMENT 

POLICY AND PROCEDURES 

October 29, 2020 JUNE 8, 2018 

 



 

 

ICBC Statement of Investment Policy and Procedures – October 29, 2020 June 8, 2018 Page 2 

TABLE OF CONTENTS 

 

1 PURPOSE .......................................................................................................................... 3 

2 CORPORATE LIABILITY AND RISK  PROFILE ................................................................. 3 

3 REGULATORY FRAMEWORK .......................................................................................... 3 

4 ROLES AND RESPONSIBILITIES ..................................................................................... 4 

5 CONFLICT OF INTEREST ............................................................................................... 96 

6 ASSET ALLOCATION ...................................................................................................... 96 

7 INVESTMENT RISK ....................................................................................................... 117 

8 RETURN OBJECTIVES AND PERFORMANCE MEASUREMENT ................................ 117 

9 PERFORMANCE MEASUREMENT AND REPORTING ................................................. 129 

910 FUND MANAGEMENT STRUCTURE AND INVESTMENT MANAGER MANDATES... 1410 

1011 ELIGIBLE INVESTMENTS ........................................................................................... 1510 

1011.1 MONEY MARKET INVESTMENTS ................................................................ 1510 

11.2 FINANCING INSTRUMENTS ......................................................................... 1510 

10.211.3 CANADIAN BONDS ....................................................................................... 1612 

10.311.4 MORTGAGES ............................................................................................... 1814 

10.411.5 MEZZANINE DEBT ........................................................................................ 2015 

10.511.6 EQUITIES ...................................................................................................... 2115 

10.611.7 REAL ESTATE .............................................................................................. 2217 

10.711.8 INFRASTRUCTURE .......................................................................................... 24 

10.811.9 DERIVATIVE INSTRUMENTS ........................................................................... 25 

10.911.10BORROWING AUTHORITY ......................................................................... 2618 

1112 VOTING RIGHTS ......................................................................................................... 2618 

1213 SECURITIES LENDING ................................................................................................... 26 

1314 POOLED FUNDS ......................................................................................................... 2719 

1415 POLICY REVIEW ............................................................................................................. 27 

APPENDIX A – ASSET MIX TRANSITION SCHEDULE ....................................................... 2820 

APPENDIX B – PARTICIPATING BCI POOLED FUNDS MANDATE DEFINITIONS ............ 3021 
 
 



 

 

ICBC Statement of Investment Policy and Procedures – October 29, 2020 June 8, 2018 Page 3 

INSURANCE CORPORATION OF BRITISH COLUMBIA 

Statement of Investment Policy and Procedures 

1 PURPOSE 

The purpose of this investment policyStatement of Investment Policy and Procedures (the 
“Statement” or “SIPP”) is to establish guidelines which will ensure ICBC’s assets are 
managed prudently. The investment policyStatement will establish eligible investments, 
asset allocation ranges and the discretion given to fund managers, and consequently 
dictate the portfolio risk return profile. 

2 CORPORATE LIABILITY AND RISK PROFILE 

ICBC (the “Corporation” or “ICBC”) is a Crown corporation offering compulsory basic 
automobile insurance and optional extension insurance. 

As of DecemberMarch 31, 20172019, ICBC’s liabilities were profiled as follows: 

 Liabilities ($000) Duration in Years 

Basic  10,058,92712,022,270 2.5842 

Optional  4,296,2185,234,051 2.9386 

Total 14,355,14517,256,321 2.6854 

 
For the purposes of prudence and efficiency, ICBC will continue to managemaintains one 
investment portfolio for both Basic and Optional insurance businesses since the duration 
of the liabilities for each respective business is similar. 

Like other insurers, ICBC’s liabilities are subject to inflation risk and can be sensitive to 
price increases. 

ICBC has significant cash needs due to the volatility of claims payments. However, the 
relative predictability and volume of premium cash flows considerably reduce ICBC’s cash 
flow risks. 

3 REGULATORY FRAMEWORK 

The legislative framework with respect to ICBC's obligations and responsibilities in the 
management of its investment portfolio is based on the "prudent person rule". This general 
prudent person standard is set out in section 492 of the Insurance Companies Act 
(Canada). This standard requires ICBC to make investments for its insurance business in 
the manner that "a reasonable and prudent person would apply in respect of a portfolio of 
investments to avoid undue risk of loss and to obtain a reasonable return". 

The specific statutory framework and asset class limits with respect to ICBC’s investments 
are outlined in Section 29 of the Insurance Corporation Act (British Columbia) and Section 
2 of the Application of Legislation Regulation, BC Reg. 322/032003 deposited. 
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The regulatory asset class limits applicable to ICBC's Optional insurance business are as 
follows: 

1. real estate investments are limited to 10% of total assets, as that term is defined 
in the Investment Limits (Insurance Companies) Regulations, SOR/2001-396; 

2. the value of participating shares or other ownership interests in unincorporated 
businesses cannot exceed 25% of total assets; 

3. investments in (1) and (2) in the aggregate cannot exceed 35% of assets; and 

4. commercial and consumer lending cannot exceed 5% of total assets. 

It should be noted that the ICBC investment policythis Statement has been developed in 
consideration of the limits established by the legislative framework.  For clarity, these limits 
shall be adhered to in respect of the entire investment portfolio (i.e. the sum of both Basic- 
and Optional-backing assets). 

4 ROLES AND RESPONSIBILITIES 

 
1. ICBC Board of Directors 

Under Corporate By-Laws, the Board of Directors has the responsibilities to (a) 
define and control strategies, policies and limitations related to the investment of 
the Corporation’s funds, (b) exercise voting rights attached to corporate securities, 
and (c) provide for the custody of assets, registration of securities, and the 
disposition of investments. The execution of most of these responsibilities has 
been delegated to Officers of the Corporation and the ICBC Investment Committee 
of the Board of Directors, the British Columbia Investment Management 
Corporation (“BCI”), and ICBC Management. The Board of Directors still retains 
responsibility for major changes to investment policies and procedures. 

 
2. ICBC Investment Committee 

The Investment Committee is responsible for recommending investment policies 
and procedures to the Board of Directors, ensuring investments are managed in 
compliance with the policies, and monitoring performance. 

These responsibilities include making recommendations to the Board of Directors 
regarding: 

a) asset allocation parameters (including tactical asset allocation ranges); 

b) risk management parameters (e.g. benchmarks); 

c) eligible investments (e.g. eligible BCI funds for investment); and 

d) external investment management services. 
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The Investment Committee has the following responsibilities: 

a) recommends to the Board of Directors investment policies and procedures 
regarding: 
- return objectives 
- risk parameters 
- asset allocation parameters 
- eligible investments; 

b) approves management's recommendation for external investment management 
services for the fund; 

c) approves performance benchmarks; 

d) ensures policy compliance; and 

e) monitors investment performance. 
 

3. BCI 

BCI acts as an agent for investment of ICBC, and is responsible for providing all 
required day-to-day investment management services pursuant to the  Funds 
Management Agreement dated November ●,1 2019 between ICBC and BCI (the 
“FMA”), the First Additional Services Agreement dated November ●1, 2019 
between ICBC and BCI (the “ASA” and together with the FMA, the “BCI 
Agreements”). 

BCI has the following responsibilities: 

a) invests or arranges for the investment of ICBC’s assets and ensures 
ongoing compliance with this Statement; 

b) collaborates with ICBC Management in the development of investment 
policies, procedures, and strategies for consideration by the Investment 
Committee; 

c) recommends asset allocation parameters (including the strategic asset 
mix and tactical asset allocation ranges) to the Investment Committee; 

d) rebalances the portfolio and completes tactical asset allocations within 
permitted ranges; 

e) hires and manages contract arrangements with the custodian and other 
external providers of related services (e.g. external investment 
managers, data service providers, etc.) on behalf of ICBC; 

f) monitors the activity of external investment managers (including ICBC’s 
legacy external investment managers) and reports on external 
investment manager performance to the Investment Committee; 
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g) provides performance measurement services and fulfills all reporting 
requirements outlined in Section 9 of this Statement; 

h) attends Investment Committee meetings at the request of the Investment 
Committee; 

i) receives direction from ICBC Management regarding (i) the movement of 
funds between ICBC and BCI in respect of the Corporations’ operational 
requirements and (ii) changes to the ICBC payment plan receivable; 

j) arranges securities lending services; and 

k) perform such other duties and provide such other services required to be 
performed or provided by BCI under the BCI Agreements and any other 
agreements for Additional Services (as defined in the FMA) entered into 
between ICBC and BCI from time to time. 

34 The ICBC Investment DivisionICBC Management 

ICBC Management is responsible for providing investment advice, policy 
recommendations, and other information required by the Board of Directors and 
Investment Committee to discharge their responsibilities, and may work in 
collaboration with BCI or other external service providers in development of such 
information.  Management is also responsible for ongoing governance and 
oversight over BCI, and ensuring that procedures are in place to confirm that BCI 
remains in compliance with this Statement. 

ICBC Management has the following responsibilities: 

a) recommends investment policies and procedures to the Investment 
Committee; 

b) recommends asset allocation parameters (including the strategic asset 
mix and tactical asset allocation ranges) to the Investment Committee; 

c) recommends eligible investments from among BCI’s fund offerings to the 
Investment Committee; 

d) ensures policy compliance, investment performance, and external 
management fees are monitored and reported to the Investment 
Committee; 

e) recommends the termination of ICBC’s legacy external investment 
managers to the Investment Committee; 

f) with respect to ICBC’s legacy assets (i.e. external funds, mortgages, real 
estate), authorize and provide instructions to BCI regarding any 
dispositions and subsequent reinvestment of those assets and the 
termination of legacy external investment managers; 
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g) advises BCI of changes to the ICBC payment plan receivable on a 
monthly basis; and 

h) ensures adequate cash flows to meet the Corporation’s payment 
obligations. 

The ICBC Investment Division has the following responsibilities: 
a) recommends investment policies and procedures to the Investment Committee; 
b) develops investment strategies to meet investment objectives; 
c) makes all day-to-day investment decisions and handles reporting requirements as it 

pertains to internally managed mandates; 
d) makes portfolio rebalancing decisions; 
e) ensures adequate cash flows to meet the Corporation’s payment obligations; 
f) monitors the activity of external investment managers and reports on external 

investment managers performance to the Investment Committee; 
g) recommends the hiring and termination of the external investment managers; 
h) ensures policy compliance and investment performance is monitored and reported 

independently to the Investment Committee; 
i) manages costs associated with the investment portfolio; and 
j) arranges custodial and securities lending services. 

 

45  External Investment Managers 

ICBC utilizes external investment management services for certain portfolio 
strategies.  For clarity, the external investment managers (other than BCI and 
through BCI, its affiliate, QuadReal Property Group Limited Partnership 
(“QuadReal”)) that continue to manage ICBC assets upon the effective date of the 
transition of day-to-day investment management responsibilities to BCI are 
referred to as the “legacy external investment managers”.  For clarity,  

a) all other references to external managers includes BCI and to externally 
managed funds includes funds managed by BCI; and 

b) external investment managers specifically exclude existing property 
managers and mortgage loan servicers. 

The legacy external investment manager(s)s have the following responsibilities: 

a) selects securities within each permitted asset class for the portion of the 
portfolio allocated to the manager, subject to applicable legislation and to 
any constraints or directives within thethis Statement of Investment Policy 
and Procedures or established by the ICBC Investment Committee; 

b) participates in a review of thethis Statement of Investment Policy and 
Procedures when requested by the Investment Committee; 

c) provides a Statement of Investment Policy and Goals for any pooled fund 
investments it makes; 
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d) provides quarterly performance reports; 

e) informs the ICBC Investment DivisionManagement and BCI of any 
element of the Statement of Investment Policy and Procedures or any 
other item that could prevent the achievement of the mandate objectives, 
and obtains prior approval from ICBC Management to materially deviate 
from the Statement of Investment Policy and Procedures; 

f) informs the Investment Divisioninform ICBC Management and BCI of any 
changes in ownership of the firm or changes in key personnel, investment 
process, or style; and 

g) reconciles periodically in conjuction with the custodian the list of assets if 
managing portfolio assets on a segregated basis, and report any 
discrepancies to the Investment Division. 

g) inform ICBC Management and BCI if any of the investments fall outside 
of the investment constraints as a result of the Statement or changes to 
the Statement or applicable legislation. 

56 Custodian 

The custodian has the following responsibilities: 

a) carries outfulfills all their duties as outlined in their service agreement; 
and 

h)b) fulfills the regular duties of thea custodian as set out in the Plan’s 
custodial agreement and as required by law or regulation; and. 

b) processes the security transactions that result from the buy and sell orders placed 
by the investment manager(s) or the ICBC Investment Division as applicable. 
 

6 Performance Measurer 
 

The performance measurer has the following responsibilities: 
a) provides the Investment Committee with quarterly reports on the performance of the 

portfolio; and 
b) attends Investment Committee meetings at the request of the Investment 

Committee. 
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5 CONFLICT OF INTEREST 

All actual, potential, or perceived conflicts of interest between all parties associated with 
the investment of insurance assets, including officers, directors, designated employees, 
employees or agents of ICBC, but excluding BCI and external managers retained by BCI, 
shall be disclosed to the Investment Committee before any decision regarding the specific 
transactions are completed. If a conflict of interest arises, the party shall disclose such a 
conflict to the Chair of the Investment Committee or in the Chair's absence, the acting 
Chair. The party must be excluded from participating in any discussion or decision related 
to the area of conflict. 

The Secretary of the Investment Committee will be responsible for recording the 
declaration of conflict and will advise the Board of Directors of the details of the conflict. 

Guidance on what constitutes conflicts of interest will be provided by: 

a. Section 2.04 of the Corporate By-Law No. 9 dated July 28, 2016 of the Insurance 
Corporation of British Columbia; 

b. The Insurance Corporation of British Columbia Investment Division Code of 
Conduct dated January 25, 2018 for designated employees; and 

c. The Insurance Corporation of British Columbia's Code of Ethics for officers and 
employees of ICBC. 

BCI and and external managers retained by BCI shall not be subject to the above 
provisions. All actual, potential, or perceived conflicts of interest:  

d. with respect to BCI and its officers and employees shall be governed by BCI’s 
Code of Ethics & Professional Conduct; and 

e. with respect to external managers retained by BCI shall be governed by the CFA 
Institute’s Code of Ethics and Standards of Professional Conduct. 

6 ASSET ALLOCATION 

Strategic Asset Mix 

The strategic asset mix is used to set the total return performance benchmark for the 
portfolio. 

It establishes the long-term combination of asset classes normally split into twothree major 
groups categorized as fixed income or, equities. , and real assets. The fixed income 
category includes all interest-bearing instruments like bonds, mortgages, mezzanine debt 
and money market instruments. The equity category includes investments exhibiting 
elements of participation in ownership of companies like common stocks, and private 
equity.  The real assets category includes investments exhibiting elements of participation 
in ownership of physical assets like infrastructure and real estate. 
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The optimal strategic asset mix is determined based on expected rate of return for each 
asset class for the forecasting period and their associated range of returns expressed in 
standard deviations. Liquidity, risk constraints, and cash flow considerations are also 
incorporated in the determination of the strategic asset mix. 

Tactical Asset Mix 

Tactical asset mix focuses on short-term asset allocations that attempt to increase 
investment return through opportunistic shifts in asset weightings. Since tactical asset 
allocation can either add or detract from the overall strategic asset mix return, the extent 
of tactical asset mix decisions are limited by the following ranges. These ranges are set in 
consideration of the overall financial strength of ICBC and its sensitivity to negative or 
positive investment returns. 

Asset Mix Ranges1 

Asset Class Tactical 
Minimum % 

Strategic Mix 
% 

Tactical 
Maximum % 

 

Fixed Income 62.0 67.0 72.0 

Money Market 0.0 1.0 5.0 

Canadian Bonds 45.0 52.0 59.0 

    Short Term Bonds 30.0 35.0 40.0 

    Mid Term Bonds 12.0 17.0 22.0 

Mortgages 8.5 11.5 14.5 

Mezzanine Debt 1.5 2.5 3.5 

 

Equity 20.0 23.0 26.0 

Canadian Equities 6.0 8.0 10.0 

Large Cap 5.0 7.0 9.0 

Small Cap 0.0 1.0 2.0 

Global Equities 13.0 15.0 17.0 

Large Cap 10.5 12.5 14.5 

Small Cap 0.5 1.5 2.5 

Emerging Market 0.0 1.0 2.0 

 

Real Assets  8.0  10.0  12.0 

Real Estate 6.0 8.0 10.0 

Infrastructure 1.0 2.0 3.0 
1 

Allocations to illiquid asset classes (i.e. mortgages, mezzanine debt, real estate and infrastructure) are permitted to be 

below long-term tactical minimums during the investment periods of the associated funds.  The transition schedule contained 
in Appendix A represents management’s estimate for the pace of implementation of the target strategic asset mix. 
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7 INVESTMENT RISK 

Diversification of investment risk between asset classes is provided through the asset 
allocation guidelines set forth in the previous section. 

Investment risk guidelines within each asset class are set out in the definitions of eligible 
investments. 

8 RETURN OBJECTIVES AND PERFORMANCE MEASUREMENT 

The return objectives for ICBC’s investment portfolio is to achieve superior investment 
returns through management of its assets subject to level of risk deemed appropriate by 
the policyStatement. 

ICBC will measure individual asset categories against the appropriate index with added 
excess returns. Measurement will be assessed net of associated management fees over 
four-year moving periods. 

Below is a list of the appropriate benchmarks for each asset class and the expected 
incremental return for active management.  These following benchmarks are referred to 
herein as the “Index”. 

ASSET CLASS 
BENCHMARK 

 
BENCHMARK 

TARGET EXCESS 
RETURN AFTER 

FEES 

Fixed Income 

Money Market FTSE TMX Canada 91-day T-
Bill Index 

N/A 

Canadian Bonds 67% FTSE TMXCanada Short 
term Overall Bond Index + 

33% FTSE TMXCanada Mid 
Term Overall Bond Index 

+15 basis points 

Mortgages FTSE TMX Canada Short Term 
Bond Index + 100 basis points 

N/A 

Mezzanine Debt Bloomberg/ Barclays’ICE BAML 1–
-3 Year U.S. 
Corporate/Government/Credit 
Bond Index + 200 basis points 
(hedged to CAD) 

N/A 

Equities 

Canadian Equities S&P/TSX 10% Capped Composite 

Index 

BMO Small Cap Index 

+75 basis points 
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Global Equities MSCI World Index Ex Canada  

MSCI World Ex Canada Small Cap 

MSCI Emerging Markets Index 

+15 basis points 

Real Estate Canadian CPI + 4.25% N/A 

Infrastructure Canadian CPI + 4.25% N/A 

 
The total fund investment return will be expected to exceed the weighted average of 
benchmark returns for the strategic asset mix plus an excess return over four years, net 
of management fees and operating expenses, of 0.1605% effective June 30, 20211 on a 
go forward basis. 

Investment returns will be reported to the Investment Committee on a quarterly basis.  All return 
calculations will be determined using time-weighted rates of return based on market values 
derived from independent pricing sources.  Investments that are not regularly traded should be 
valued at least annually by the custodian in cooperation with each investment manager.  When 
valuing less liquid assets, the custodian and investment manager shall consider at least one of 
the following.  The method used will be dependent on the asset type. 
 
1. bid and ask prices; 
2. previous transaction prices; 
3. independent appraisal values; 
4. discounted cash flow; 
5. valuation of comparable publicly-traded investments; and 
6. other valuation techniques judged relevant. 
 
The valuation of securities within a pooled fund that are not regularly traded will be subject to 
the investment policies of the pooled fund. 
 

Performance standards established by the CFA Institute will be applied. 
 

9 PERFORMANCE MEASUREMENT AND REPORTING 

Performance Measurement 

Investment returns will be reported to the Investment Committee on a quarterly basis. As 
a general rule, investments should be priced using market values derived from 
independent pricing sources in accordance with standard industry practices, and returns 
determined using time-weighted rates of return. 

Private assets that are not regularly traded (e.g. private equity and infrastructure) shall be 
valued at least annually, in accordance with the valuation policies established by the 

                                                
1 See Appendix A for the value added transition schedule. 
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managers and standard industry practices, and returns, will also be calculated using 
internal rates of return. 

Reporting 

BCI will provide ICBC with reports as outlined in the following table: 

Report Frequency 

Asset Allocation Weekly 

Performance Report Monthly; Quarterly 

Investment Risk Report At least annually, and to the 
extent BCI is able, semi-
annually 

Investment Strategy Report Quarterly 

Fee Statement Quarterly 

Client Investment Fee Outlook Annually 

 
Performance reports will include the following information: 

 market values and share of overall portfolio of individual asset classes; 

 quarterly, annual, and longer-term returns for the total portfolio, individual funds, 
and performance benchmarks; 

 discussion of performance at the total portfolio and asset class levels; 

 sources / uses of funds; 

 contribution to returns analysis; 

 attribution analysis for liquid asset classes; 

 comparison of asset class performance with manager universes; and 

 a certificate of attestation of compliance with this Statement, and compliance with 
BCI’s internal pooled fund policies. 

For clarity, the performance reports will capture all ICBC investment assets (i.e. BCI-
managed assets and ICBC’s legacy assets), though not all measures will be available 
immediately following the transition to BCI.   

BCI shall provide ICBC with the information reasonably requested to conduct its evaluation 
of legacy external investment managers provided for in this Statement pursuant to the 
ASA. 

BCI will also provide ICBC with additional reports and information as may be reasonably 
requested from time to time. 
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910 FUND MANAGEMENT STRUCTURE AND INVESTMENT MANAGER MANDATES 

Manager Structure 

The ICBC Investment Committee has adopted a diversified manager structure which 
employs a mix of active and passive styles. Active management has been adopted for a 
portion of assets because it provides the opportunity to outperform market indices over 
the long run. Passive management, in the form of index or enhanced index mandates, has 
been adopted for a portion of the assets because it minimizes the risk of 
underperformance relative to a benchmark index and is less expensive than active 
management. Specialist managers are used where there is a potential added value 
benefit. 

Transition to BCI 

Approval of the Investment Committee is required to terminate legacy external investment 
managers.  The Investment Committee shall also approve any BCI pooled fund into which 
ICBC assets can be invested.  A schedule of approved eligible BCI pooled funds is 
maintained in Appendix B.  ICBC Management shall authorize legacy external investment 
manager dispositions and reinvestment into BCI funds, including the date of disposition 
and how cash and/or securities are moved between the legacy fund and the target BCI 
fund. 

Decisions in respect of dispositions of ICBC’s legacy direct mortgage and real estate 
assets and capital expenditures on the legacy real estate assets shall remain subject to 
ICBC’s Investment Approval Authorities, as approved by the Board of Directors. BCI shall 
be entitled to rely on instructions received from ICBC Management and shall have no 
obligation to investigate or confirm whether any instructions are compliant with such 
internal ICBC Investment Approval Authorities. All other references to such authorities 
herein shall be similarly qualified with respect to BCI. 

Rebalancing 

 
The ICBC Investment DivisionBCI is responsible for portfolio rebalancing. Portfolio assets 
will be rebalanced whenever actual allocations to an asset class fall outside the maximum 
andor minimum allocation or whenever it is deemed otherwise appropriate.  by BCI. 
Rebalancing may be suspended if market conditions, such as excessive volatility or 
illiquidity, preclude cost effective rebalancing. Should such conditions occur, the ICBC 
Investment Committee and the Board of Directors will assess the Fund’s asset allocation 
and market conditions with regard to the appropriateness of rebalancing and approve 
deviations from the tactical asset mix range as required. 

Evaluation of Investment Managers 

Investment managers will be reviewed by the Investment Committee at least quarterly. All 
external investment managers will be monitored in accordance with the ICBC External 
Investment Manager Selection, Monitoring and Termination Policy.  BCI will regularly 
review the legacy external investment managers and shall report on such managers 
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pursuant to the terms set out in the ASA.  BCI shall provide ICBC Management with the 
information needed to conduct ICBC’s review of all other external investment managers 
on a regular basis as agreed between BCI and ICBC.  

Investment manager(s) will be measured, before fees, on a quarterly basis by an external 
performance measurer.  Investment manager(s), excluding index managers, will be 
expected to exceed their applicable index, including an additional return net of fees for 
active management, and exceed the median manager, as applicable. Quarterly (to the 
extent practical) and annual returns will be monitored, but the four year moving average 
return will be the primary measurement.  All return calculations will be determined using 
time-weighted rates of return based on market values derived from independent pricing 
sources.  Performance standards established through the CFA institute (GIPS standards) 
will be appliedReturn calculations are in accordance with industry standards. 

1011 ELIGIBLE INVESTMENTS 

ICBC’s investment assets can be held in segregated accounts or invested in pooled funds 
and similar or alternative structures (e.g. limited partnerships) where ICBC’s assets are 
commingled with other investors.  Investments held in segregated accounts shall be 
invested in accordance with the following eligible investments guidelines.  Investments 
held in pooled funds shall be invested in accordance with the pooled funds’ investment 
policies.  The Investment Committee shall approve any pooled fund or similar commingled 
structure into which ICBC assets can be invested.   

10.111.1 MONEY MARKET INVESTMENTS 

Money market investments held for cash management purposes must have a term to 
maturity of less than one yearfifteen months at time of purchase and will be consolidated 
with the bond portfolio for the purpose of measuring credit quality, liquidity, duration, and 
diversification, as outlined in section 10.2. 11.311.3. All non-government guaranteed 
issuers will be subject to the same due diligence process that is applied to credit in the 
bond portfolio. The following investments will be authorized for cash management 
purposes: 

Treasury bills & provincial promissory notes; reporepos; certificates of deposit; 
bankers acceptances & bearer deposit notes; and commercial paper; corporate 
bonds; asset backed securities; swapped deposits; and derivative instruments. 

11.2 FINANCING INSTRUMENTS 

BCI may transact in repurchase agreements (repos) and repos are an approved 
instrument for financing.  Leverage will be used to satisfy the ICBC receivables program.  
The size of the repo portfolio should match the value of the ICBC payment plan receivable. 

For clarity, BCI will not combine the liability portfolio with the asset portfolio for purposes 
of asset allocation, accounting, performance and risk measurement.  Borrowing is 
permissible if supported, or covered, by appropriate liquid assets. 

Benchmark(s) for liabilities: Realized cost of financing. 
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BCI will report on the realized cost of financing. 

10.211.3 CANADIAN BONDS 

 
ICBC can invest in bonds directly and through externally managed pooled funds.  Direct 
bond investments shall be in bonds held in the Index and secured and unsecured floating, 
fixed rate and inflation linked debt obligations denominated in Canadian dollars or any 
major foreign currency of Canadian and foreign corporations, governments and 
government agencies, and supranational development banks. Bonds may also include 
coupons, residuals, and synthetic fixed income securities. 

Derivative instruments for the purposes of synthetic indexing, risk control, lowering 
transaction costs, and or liquidity management, may be held. 

Private placement bonds are permitted, provided it can be demonstrated that they conform 
to quality and diversification guidelines. For clarification purposes, private placements are 
bonds issued by companies with publicly traded debt that are rated by an industry 
recognized rating agency, that are legally privately placed, subscription based, and may 
or may not have a broad issuance, liquidity, dealer support, or are of small deal size. 

ICBC can also invest in private debt securities through an externally managed open- or 
closed- end pooled fund. Private debt securities are not publicly traded and are not 
normally rated by an industry recognized rating agency. 

 
For private debt that is a legacy asset, the services to be performed are provided in the 
ASA. 

All Direct bond investments will complyshall be invested in accordance with the following 
guidelines: 

Quality 

All publicly traded bonds must be rated a minimum of BBB- or its equivalent by an industry 
recognized rating agency. In the case of split ratings, Standard and Poor’s (S&P) will be 
considered the appropriate rating. If not rated by S&P, the rating shall default to the 
nextanother equivalent industry recognized agency in the order listed below:credit 
agency’s rating will be used. 

 
Standard & Poor’s (S&P) 
Dominion Bond Rating Service (DBRS) 
Moody’s Investors Service 
 
As for investments in private debt pooled funds, the weighted average rating of the 
underlying securities as assigned by the external manager must not fall below BBB-. This 
weighted average rating of private debt will be used for the purpose of measuring the 
Canadian bond portfolio’s credit quality. 
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The following minimum quality limits will apply at all times: 

 25% of the portfolio will be rated AAA and Ggovernment issued, net of posted 
collateral; and 

 The bond portfolio’s weighting of BBB bonds shall not exceed 5 percentage points 
above the weighting of BBB bonds within the Index. 

85% of the portfolio will be rated A- or better; and 
100% of the portfolio will be rated BBB- or better. 

 
Diversification 

All category and individual limits include issuer margin exposure from repo and derivative 
activity. 

 Category Category Limit Individual Limit 
 
 Federal no restriction no restriction 
 
 Major Province 40% of bond portfolio 20% of bond portfolio 
 (BC, Alta, Ont, & Que) 
  
 Minor Province/Municipal 10% of bond portfolio 2% of bond portfolio 

 
 Corporate2 50% of bond portfolio 3% of bond portfolio 
 
 Derivatives 10% of bond portfolio 2% of bond portfolio 
 
 Foreign 10% of bond portfolio 2% of bond portfolio 
 
 Private Debt 3% of bond portfolio N/A3 

 
 

 

The following minimum diversity limits will apply at all times: 

 Not more than 5% of the market value of the bond portfolio can be invested in the 
debt of any one company; and 

 The bond portfolio’s allocation to corporate1 bonds shall not exceed 25 percentage 
points above the weighting of corporate bonds within the Index. 

                                                
2 Includes private debt. 
3 Diversified pool of investments only. 

1 Defined as including fixed income securities issued by: corporations, trusts, income trusts, limited partnerships and non-profit entities 
(such as airports, universities and pension funds) and includes private debt securities. 
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Foreign bonds are defined as bonds issued by an entity not domiciled in Canada. This 
includes “Maple” bonds, which are issued by foreign entities in Canadian dollars. It also 
includes foreign pay bonds issued by foreign entities; however, it would exclude foreign 
pay bonds issued by Canadian entities (e.g.., Yankee bond issued by a Canadian 
company but denominated in US dollars).   

 
Currency 
 

 Foreign bonds may not exceed 10% of the portfolio value. 

 Foreign currency exposure will be hedged back to Canadian dollars using 
derivatives.  For clarity, US Money Market Funds are not required to be hedged. 

Liquidity 

Liquidity will be maintained by holding at least 30% of the combined Canadian bond and 
cash managementmoney market portfolios in Government of Canada, Government of 
Canada Agency and major Provincial debt securities at all times, net of posted collateral. 

Duration 

The duration of the Canadian bond portfolio will not be permitted to deviate from be 
managed within minus 40% and plus 15% of the benchmark index duration of 4.0 years 
by more than +0.5 years or less than -1.5 years. . 

Related Securities 

Coupons, residuals, and synthetic securities will fall under the category and guidelines of 
the underlying security. 

10.311.4 MORTGAGES 

It is recognized that ICBC’s direct mortgage loans will be considered for potential sale 
and/or alignment with BCI mortgage pooled funds, and that no additional direct mortgage 
investments will be made, with the exception of loan approvals related to outstanding 
expressions of interest. 

Following the transition of the management of ICBC’s direct mortgage investments to BCI, 
mortgage investments will be made in accordance with this Statement through BCI 
mortgage pooled funds and/or externally managed open- or closed-end pooled funds.  

ICBC can invest in long-term mortgages through one or all of the following vehicles: 
externally managed open- or closed-end pooled funds, segregated funds, NHA mortgage-
backed securities and direct mortgage loans. 
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Quality 
 

The quality of the mortgage portfolio will be maintained by adhering to the following guidelines: 
 

1. Mortgage classifications shall be defined as: 
 

Category Definition 

Core  
 

 Loans secured by 1st mortgage charges or A-Notes;  

 Loan to value ratio not to exceed 75% for conventional  mortgages and 85% 
for insured mortgages; 

 Positive debt service coverage ratio with sufficient surplus to maintain 
coverage in the event of changes to cash flow; 

 Fixed interest rate terms subject to yield maintenance for early pre-payment. 

Core Plus   Loans secured by 1st mortgage charges or A-Notes; 

 Loan to value ratio not to exceed 75%; 

 Debt coverage ratio generally positive but potentially flat or somewhat below 
(may feature interest reserves); 

 Fixed or floating rate terms; may include pre-payment rights; 

 Loans secured by non-traditional properties (self-storage facilities, mobile 
home parks, etc.) that otherwise fit the Core loan profile. 

Value Add  
 

 Construction mortgages not to exceed 85% of cost and 75% of as complete 
value;  

 Mortgages secured by non-income producing properties, second mortgages 
or B Notes, and mortgages with loan to value ratios in excess of 75% but 
less than 85%; 

 Properties may be undergoing significant transition – change of use, 
significant disruption to cash flow or require significant lease-up. 

 
 

2. Mortgages within the portfolio (Core, Core Plus or Value Add) will have the following 
classification guidelines: 
 
 
 

Classification Target Range 
 % % 

Core 80.0 70.0 – 100.0 

Core Plus 10.0 0.0 – 30.0 

Value Add 10.0 0.0 – 20.0 

 
3. No further encumbrance to the property is allowed, except with approval of ICBC. 
 
Diversification: 
 
1. No single mortgage will account for more than 5% of the market value of the mortgage 

portfolio; 
2. The aggregate amount of all loans to any one borrower will not be greater than 10% of the 

mortgage portfolio; and 
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3. Allocation targets and acceptable ranges for each mortgage classification shall be: 

 
Property Type Target Range 

 % % 

Office 30.0 15.0 – 45.0 

Retail 30.0 15.0 – 45.0 

Industrial 25.0 10.0 – 40.0 

Residential & Other 15.0   0.0 – 30.0 
 

Location Target Range 
 % % 

British Columbia 30.0 20.0 – 50.0 

Prairies 25.0 15.0 – 45.0 

Ontario 40.0 20.0 – 60.0 
Rest of Canada   5.0   0.0 – 10.0 

 
Liquidity 
 
Liquidity will be maintained by focusing the lending activities on premium loans, in order to 
maintain a mortgage portfolio of the highest quality with low inherent risk of default, while 
achieving an acceptable investment return. 
 
Duration 
 
The duration of the mortgage portfolio will not be permitted to deviate from the FTSE TMX 
Canada Short Term Bond Index by more than 1.5 years. 
 

Approvals & Authorities 

1. Approval for new loans, renewals, assumptions and the placement of secondary 
debt or encumbrances shall be governed by the MortgageInvestment Approval 
StructureAuthorities as approved by the Investment Committee from time to time; 

2. Approval of the Investment Committee is required to sell the mortgage portfolio, in 
whole or in part, either directly or through securitization to the public market; and 

3. Management BCI shall be responsible for the day-to-day operationsadministration 
of the mortgage portfolio.  Management following the effective date of the transition 
of these responsibilities from ICBC Management to BCI.  The transition of 
responsibility for the day-to-day administration of the mortgage portfolio may occur 
in one or more tranches. BCI has the ability to delegate the mortgage 
administration functions to third party managers with appropriate knowledge, 
ability, experience and integrity required to complete the assignment competently 
as determined by BCI. 

For the existing mortgage portfolio, the services to be performed are provided in the ASA.  

10.411.5 MEZZANINE DEBT 
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Mezzanine debt includes subordinate or senior core-plus fixed or floating rate debt 
obligations secured by real assets (real estate or infrastructure) issued by private 
corporations. Assets are generally income producing with periodic scheduled repayment 
of interest and principal. The asset class may also include debt obligations secured by 
non-income producing real assets (e.g. construction lending, land loans, etc.). 

Investments will primarily be made through externally managed open- or closed-end 
pooled funds. Management may also make direct co-investments or direct investments in 
mezzanine loans secured by real estate assets.  Investment Committee approval will be 
required for all co-investments and direct investments in mezzanine debt. 

Net asset value on foreign currency denominated investment vehicles may be hedged 
back to the domestic currency as contemplated in Section 11.9 below. Currency hedging 
decisions are most appropriately made at the global portfolio level rather than at the asset 
class level and consider net currency exposures. 

For mezzanine debt that is managed by a legacy external investment manager, the 
services to be performed are provided in the ASA. 

 
Quality 

 
To maintain an appropriate risk/return profile and to limit credit risk, investments will focus 
primarily on institutional quality subordinate debt investments with acceptable debt 
coverage and loan to value ratios, construction loans and value-add senior loans. 
 
Geographic Location 
 
The major focus will be on investments in Canada and the United States but may include 

funds with allocations to European markets. 

10.511.6 EQUITIES 

Canadian and foreign equity investments will be made through direct holdings of securities 
(common shares, convertible preferred shares, convertible debentures, options, warrants, 
installment receipts, rights, etc.), stock index futures contracts, equity linked bonds and 
swaps or indirectly through externally managed pooled and mutual funds or any 
combination of the above. 

For public equities that are managed by a legacy external investment manager, the 
services to be performed are provided in the ASA. 

Direct holdings of securities in segregated accounts shall be invested in accordance with 
the following guidelines: 
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Diversification 

Diversification will be maintained by restricting the number of equity holdings in any 
separate asset class to no less than 20 individual holdings. No single issuer will represent 
more than 10% of the portfolio’s equity exposure as calculated by market value. 

Liquidity 

Liquidity will be maintained by limiting equity holdings to securities listed on major 
exchanges. No more than 20% of the equity portfolio will be invested in companies with 
market capitalization of less than $100 million. 

10.611.7 REAL ESTATE 

It is recognized that ICBC’s direct real estate investments will be considered for potential 
liquidation and/or alignment with BCI real estate pooled funds, and that no additional direct 
real estate investments will be made. 

Following the transition of the management of ICBC’s real estate investments to BCI, real 
estate investments will be made in accordance with this Statement through BCI real estate 
pooled funds and/or externally managed open- or closed-end pooled funds. 

Real estate investments will be made on an active basis by investing directly in individual 
revenue producing real estate assets or in segregated fund accounts with third party 
investment managers who in turn invest in individual revenue producing real estate assets.  
Real estate investments may also be in the form of joint ventures or co-ownership vehicles 
with like-minded investors.  Externally managed pooled funds will also be permitted under 
the appropriate circumstances. 

Quality 
 
1. Investments will focus on good quality core properties of institutional investment 

quality that are cash flow yield oriented; 

2. Investments will not be made in specialty properties, defined as any property with a 

business component such as hotels, motels, retirement homes, and mini 
warehouses; and 

3. Investment in opportunistic properties, defined as any property that requires 
repositioning or development with a view to creating value, will only be permitted 
with specific approval of the full ICBC Board of Directors. 

 
 
Diversification 
 
1. No single investment will account for more than 15% of the real estate allocation; 

and 
2. Properties with a value of less than $5 million will not be considered. 

 
In addition, diversification will be achieved by property type and location using the 
following guidelines: 
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Geographic Location 

Location        Range 
        % 

British Columbia  0.0 – 20.0 

Prairies  15.0 – 45.0 

Ontario  30.0 – 60.0 

Rest of Canada  0.0 – 10.0 
 

Product Type 

Property Type        Range 
        % 

Office  15.0 – 45.0 

Retail  15.0 – 45.0 

Industrial  10.0 – 40.0 

Residential & Other  0.0 – 30.0 
  
All diversification measures will be made as if the portfolio allocation was fully funded. 
 
Liquidity 
 
1. Investments will be made in major Canadian metropolitan areas, being defined as 

urban areas with a population base greater than 200,000 persons; 
2. Investments in urban areas with a population between 200,000 and 250,000 persons 

will be limited to 15% of the portfolio at any one time; and 
3. Due to their illiquid nature, segregated funds will be limited to no more than 20% of 

the portfolio. 
 
Direct real estate investments – including joint ventures and co-ownership vehicles – shall 
be in accordance with the following guidelines: 

 
Use of Debt (Leverage) 

1. Leverage will be permitted for direct investments to a maximum of 75% loan-to-value at 
the property level and to a maximum of 45% of the value of the total real estate portfolio. 
All new debt will be non-recourse to ICBC;. 

2. Pre-existing debt at the time of acquisition of a specific property will be permitted to be 
assumed; and 

3. The use of debt or leverage will be permitted in segregated fund investments to a 
maximum of 75% loan-to-value at the property level and a maximum of 50% at the account 
level. 
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Approvals & Authorities 

1. Approval for acquisitions and disposals shall be governed by the Investment 
Approval Authorities Real Estate Approval Structure as approved by the 
Investment Committee from time to time; 

2. Approval for capital expenditures shall be governed by the Capital Expenditure 
Policy and Procedures as approved by the Investment Committee from time to 
time; 

2. The selection of any investment manager, joint venture partner or co-ownership 
vehicle requires the prior approval of the Investment Committee; and 

3. ManagementBCI shall be responsible for the day-to-day operations and leasing of 
the real estate investment portfolio.  Management following the effective date of 
the transition of these responsibilities from ICBC Management to BCI. BCI has the 
ability to delegate the day-to-day property management functions to third party 
property managers with appropriate knowledge, ability, experience and integrity 
required to complete the assignment competently, as determined by BCI.  
Notwithstanding the foregoing, BCI must obtain the prior approval of the 
Investment Committee before BCI appoints a third party, other than QuadReal 
Property Group Limited Partnership or its affiliates, to act as the primary provider 
of property management services in respect of the real estate investment portfolio. 

For the real estate investment portfolio, the services to be performed are provided in the 
ASA. 

10.711.8 INFRASTRUCTURE 

Infrastructure investments encompass equity investments in real assets with relatively 
stable inelastic demand, providing services to a country, city, or region. Infrastructure 
investment sectors can generally be broken down between energy & utilities, 
transportation, social infrastructure, and communications.   

Infrastructure investments will be made through externally managed open- or closed-end 
pooled funds. 

 

Quality 

 

Investments will focus on funds primarily targeting high quality core/core plus 

infrastructure investments of institutional investment quality that are cash flow yield 

oriented. Investments will not be made in funds primarily investing in value-added and/or 

opportunistic projects. Allocation to infrastructure funds will be made to maximize total 

return while minimizing risk with ranges as follows: 

 

 Core/Core-Plus: 80% - 100% 

 Value-Added/Opportunistic: 0% - 20% 
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Diversification 

 

External managers will provide diversification across industry sectors achieved through 

their fund mandate.  Geographic, political and regulatory diversification will be achieved 

with investment in funds with primarily North American, European or Global (limited to 

member countries of the Organization for Economic Co-operation and Development 

(”OECD”)) mandates.  

 

 

 

 

Leverage 

 

Leverage may be employed by the fund manager at the fund or investment level to 

enhance investment returns. Since leverage increases the volatility of the infrastructure 

portfolio, leverage will be targeted at a loan-to-value ratio of 55% of the total infrastructure 

portfolio, with a suggested maximum of 65%. 

Net asset value on foreign currency denominated investment vehicles may be hedged 
back to the domestic currency as contemplated in Section 11.9 below. Currency hedging 
decisions are most appropriately made at the global portfolio level rather than at the asset 
class level and consider net currency exposures. 

For infrastructure investments that are managed by a legacy external investment 
manager, the services to be performed are provided in the ASA. 

10.811.9 DERIVATIVE INSTRUMENTS 

Swaps, options, forwards, future contracts and other derivative instruments are permitted 
as long as they are used to hedge portfolio risks or enhance portfolio returns. These 
strategies can involve foreign exchange components on a hedged basis. BCI shall have 
discretion to hedge any foreign exchange risk of externally managed funds in the portfolio. 
For certainty, repo and reverse-repo transactions shall not be deemed to be derivatives 
transactions. 

Derivatives can only be applied to asset classes contemplated in the investment policy.  All 
derivative usage shall be structured to ensure that the aggregate amount of market 
exposure of the investments (on an aggregate basis or with respect to any asset class) 
does not increase as a result of derivative transactions, except as expressly permitted by 
BCI pooled fund policies. 
 
Derivatives are not permitted to lever the portfolio or increase portfolio risk (speculation).  
Derivatives can only be applied to asset classes contemplated in the investment policy.  
Derivatives will not be used to extend asset class weights outside the stated asset mix 
ranges. 
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The ICBC Investment Division is authorized to post cash orBCI will manage the collateral 
for derivatives, including posting securities as collateral for ICBC’s obligations under 
derivative agreements, and to receive cash orreceiving securities posted by counterparties 
as collateral for their obligations to ICBC under those agreements.  All ICBC derivative 
transaction settlements will be debited or credited by BCI using ICBC assets. 

 
All Dderivative activitiesy related to segregated funds, direct investments, and legacy 
assets will be disclosed to the Investment Committee on a quarterly basis. 

10.911.10 BORROWING AUTHORITY 

In general, neither the Investment DivisionBCI nor the external managers can borrow 
funds directly to make investments. Exceptions include short-term borrowing to finance 
temporary cash flow shortfalls, financing techniques to support customer payment plans, 
real estate transactions, infrastructure transactions, and derivative transactions where 
financing techniques are used to hedge revenue enhancing strategies. 

1112 VOTING RIGHTS 

The Board delegates its voting rights to the legacy external investment managers and to 
BCI.  Voting rights will be exercised in the best financial interests of ICBC.  BCI shall vote 
proxies in accordance with BCI’s proxy voting policy, a copy of which has been provided 
to ICBC. 

The voting policies and practices of the legacy external investment managers and BCI are 
to be reviewed periodically by ICBC Management. 

Portfolio managers will exercise any voting powers and execute any proxies in conjunction 
with all the securities held in the Portfolio.  Voting rights will be exercised in the best 
financial interests of ICBC.  The voting policies and practices of each manager are to be 
periodically reviewed and each manager will provide written confirmation of adherence to 
their voting policy on a quarterly basis. 

Issues deemed to be of concern to the Board will be brought to the attention of the Chair 
of the Investment Committee. 

1213 SECURITIES LENDING 

ICBC may loan its securities, or participate in pooled funds that lend securities provided 
that: 

 the securities lending agent provides an indemnity for losses relating to a borrower 
failing to return securities on loan; 

 lent securities are indemnified by the securities lending agent; 

 the loan and collateral are valued daily on a “mark-to-market” basis; 
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 the collateral consists of highly liquid and marketable securities under normal 
market conditions; and 

 the loans meet the terms and conditions of ICBC’s external manager’s Securities 
Lending Programs. 

Securities held in the Insurance Portfolio may be loaned provided that: 
 

1. the loan is secured by collateral that has a market value equal to or greater than 
105% of the value of the loaned securities with the following exception; 
a) the loan of US equity securities is secured by collateral that has a market value 

equal to or greater than 102% of the value of the loaned securities provided the 
loan is fully indemnified by the investment portfolio custodian; 

2. the loan and collateral are valued daily on a "marked-to-market" basis; 
3. the collateral meets all investment criteria of the Insurance Portfolio; 
4. all potential borrowers have been approved by ICBC; and 
5. all appropriate agreements and documentation have been completed. 

 
 
1314 POOLED FUNDS 

ICBC investments held in pooled funds, other commingled investment funds and 
alternative investment vechicles shall be invested in accordance with such funds’ 
investment policies and product descriptions.  Pooled fund managers shall provide ICBC 
with product descriptions and policies covering investment constraints, conflicts of interest, 
voting rights and securities lending. 

Pooled fund managers shall inform ICBC of any material changes to these policies in a 
timely fashion. 

The policies covering conflicts of interest, investment constraints, voting rights and 
securities lending for assets invested in pooled funds will be subject to the investment 
policies of the said pooled fund. 

 
 

1415 POLICY REVIEW 

This investment policyStatement will be reviewed annually by the Investment Committee 
to confirm that the existing asset allocations will result in the best projected investment 
return for the selected risk level. Current economic and political conditions will be reviewed 
by the Investment Committee to ascertain if the necessary conditions exist for the 
investment policies to succeed. Current guidelines will be reviewed by the Investment 
Committee to maintain their relevance and updated if changes are required. The annual 
review will not prohibit the interim modification of the investment policy if there have been 
fundamental changes which affect the underlying assumptions of the investment policy. 
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APPENDIX A – ASSET MIX TRANSITION SCHEDULE 

This asset mix transition schedule represents management’s estimate for the pace of 
implementation of the long-term strategic asset mix.  It will be reviewed and updated periodically 
in alignment with the anticipated pacing of the portfolio’s investments in the illiquid asset classes 
(i.e. mortgages, mezzanine debt, real estate and infrastructure). 

 

Asset Class 

Effective Date 

06/30/2018 
Target % 

06/30/2019 
Target % 

06/30/2020 
Target % 

06/30/2021 
Target % 

     

Fixed Income 68.50 68.00 67.25 67.00 

Money Market 1.00 1.00 1.00 1.00 

Canadian Bonds 55.75 54.50 52.75 52.00 

Mortgages 11.50 11.50 11.50 11.50 

Mezzanine Debt* 0.25 1.00 2.00 2.50 

     

Equity 23.00 23.00 23.00 23.00 

Canadian Equities 8.00 8.00 8.00 8.00 

Global Equities 15.00 15.00 15.00 15.00 

     

Real Estate 8.00 8.00 8.00 8.00 

Infrastructure* 0.50 1.00 1.75 2.00 

 
 

Benchmark weights shall be set in alignment with funded allocations in respect of the mortgages, 
mezzanine debt, real estate and infrastructure asset classes, up to the long-term strategic mix 
targets set out in section 6 of this Statement.  Unfunded allocations to these asset classes – and 
the associated benchmark weights – will be invested in accordance with the following guidelines: 

Asset Class Money Market 
Canadian 

Bonds 
Canadian 

Equity 
Global Equity 

Mortgages / Mezzanine 
Debt 

25% 60%  15% 

Real Estate  40% 30% 30% 

Infrastructure  40%  60% 

  Short Term 37.50 36.50 35.25 35.00 

  Mid Term  18.25 18.00 17.50 17.00 

     

Added Value Objective 
% 

0.1661 0.1643 0.1616 0.1605 
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*Mezzanine debt and infrastructure will be transitioned to their target allocations as market 
opportunities permit.  During the transition, any unallocated portions of the mezzanine debt or 
infrastructure allocations will reside in Canadian bonds. 
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APPENDIX B – PARTICIPATING BCI POOLED FUNDS 

Asset Class Pooled Fund Benchmark Managers 
Opening 
Frequency 

Money Market 

Canadian Money 
Market Fund (ST2) 

FTSE Canada 
91 Day T-Bill 
Index 

BCI 
Any business 
day 

US Dollar Money 
Market Fund (ST3) 

Citigroup 30 
Day Treasury 
Bill Index 

BCI 
Any business 
day 

Mortgages 
Fixed Term 
Mortgage Fund 

ICE BAML 1-10 
Year Canada 
Government 
Index + 120 bps 

External 
Manager* 

Monthly 

Canadian Equity 

Indexed Canadian 
Equity Fund 

S&P / TSX 
Composite 

BCI Weekly 

Active Canadian 
Equity Fund 

S&P / TSX 
Capped 
Composite 

BCI + External 
Managers 

Weekly 

Global Equity 

Indexed Global 
Equity Fund 

MSCI World ex-
Canada Net 
Index 

BCI Weekly 

Indexed Emerging 
Markets Fund 

MSCI Emerging 
Markets Net 
Index 

BCI Weekly 

Active Emerging 
Markets Fund 

MSCI Emerging 
Markets Net 
Index 

BCI + External 
Managers 

Weekly 

Real Estate Realpool Program 
Cost of Capital 
of 6.8% 
(nominal) 

External 
Manager* 

First business 
day of each 
year** 

 
* QuadReal. 
** Special openings throughout the year as required. 
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1. On an annual basis, BCI publishes its Long-Term Capital Market Expectations report 

(BCI Report) highlighting return forecasts for various asset classes over a 10-year and  

15-year time horizon.  The August 2020 edition, included as Attachment 5B.1 to this 

Appendix, contains an addendum to the original BCI report released on March 2020. The 

addendum reflects updates made to the expected return on short-term and mid-term bonds 

to take into account the recent drop in interest rates; all other return forecasts remain 

unchanged. A summary of return expectations by asset class can be found in the BCI Report, 

page 2, Figure 1. 

2. The fixed income component of the New Money Rate formula is the largest portion of 

the investment portfolio and comprises ICBC’s money market, bond, mortgage and mezzanine 

debt portfolios.  ICBC expects that future investments of Basic premiums in fixed income 

assets will be invested in BCI’s fixed income funds.  The weightings according to ICBC’s asset 

mix transition schedule at June 30, 2021 and the forecast yield of each portfolio are presented 

in Figure 5B.1 below. 

Figure 5B.1 – Weighted Yield for Fixed Income Assets  

Fixed Income Portfolio 

Strategic Asset Mix 

Weighting (%) 

June 30, 2021 

Forecast Yield (%) 

Money Market1 1.0 0.40 

Bonds2 52.0 1.27 

Mortgages1 11.5  4.60 

Mezzanine Debt1 2.5 5.90 

Total 67.0 2.00 

1 Long-Term Capital Market Expectations, BCI, August 2020, page 2, Figure 1. 
2 Long-Term Capital Market Expectations, BCI, August 2020, page 11, Figure 14 and page 12, Figure 15. 

3. The bond yield in Figure 5B.1 is comprised of 67% short-term bonds and 33% mid-term 

bonds.  The forecast yield for bonds is therefore (67% x 1.1% short-term bond yield + 33% 

x 1.6% mid-term bond yield = 1.27%). 

4. Equity Assets:  The equity component of the New Money Rate formula represents the 

second-largest portion of the investment portfolio and includes ICBC’s Canadian and Global 

equity portfolios.  A breakdown of the weightings according to ICBC’s asset mix transition 

schedule at June 30, 2021 and forecast yields of the portfolios are included in Figure 5B.2 

below.  
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Figure 5B.2 – Weighted Yield for Equity Assets  

Equity Portfolio 

Strategic Asset Mix 

Weighting (%) 

June 30, 2021 

Forecast Yield (%)1 

Canadian Large-Cap 7.0 6.50 

Canadian Small-Cap 1.0 7.20 

Global Large-Cap 12.5 5.90 

Global Small-Cap 1.5 6.60 

Global - Emerging Markets 1.0 7.60 

Total 23.0 6.26 

1 Long-Term Capital Market Expectations, BCI, August 2020, page 2, Figure 1. 

5. Real Estate:  ICBC’s strategic asset allocation for real estate assets is 8%, currently 

comprised of ICBC’s directly-owned properties as well as pooled funds with underlying real 

estate property holdings, including BCI funds.  ICBC expects any new real estate investments 

will be purchases of units of BCI’s Real Estate Program.  Accordingly, the 15-year expected 

return of BCI’s Real Estate Program of 6.6% has been chosen as the best estimate of the 

forecast yield for real estate assets over the investment horizon.1  

6. Infrastructure:  ICBC’s strategic asset allocation for infrastructure investments is 2%.  

ICBC expects that additional infrastructure investments purchased with Basic premiums will 

be units of BCI’s Infrastructure & Renewable Resources program.  Accordingly, the 15-year 

expected return of BCI’s Infrastructure & Renewable Resources program of 6.3% is judged to 

be the best estimate of the forecast yield for infrastructure assets over the investment 

horizon.2  

7. Diversification and Rebalancing Premium:  The Diversification and Rebalancing 

Premium represents the expected incremental return on ICBC’s investment portfolio realized 

through regular rebalancing activities to maintain the asset weights of the strategic asset mix.  

The Premium estimate of 0.25% was determined by a forward-looking stochastic modelling 

process completed by BCI and is conservatively adjusted for ICBC’s illiquid investment assets 

that are not regularly rebalanced.  The impact is applied to the full portfolio and is added to 

the expected return of investment assets.  

                                                           
1 Long-Term Capital Market Expectations, BCI, August 2020, page 2, Figure 1. 
2 Long-Term Capital Market Expectations, BCI, August 2020, page 2, Figure 1. 
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Executive Summary 
On an annual basis, BCI’s Investment Strategy & Risk (ISR) department – in collaboration with each asset 
class – develops long-term capital market expectations to help clients select strategic asset mixes. The 
expected net returns have been developed with a 15-year time horizon in mind, which reflects the long-
term nature of our clients’ liabilities, however the table also includes return expectations over 10-year 
periods. It is important to note that the net returns included in this report and illustrated in Figure 1 
below include estimated passive investment management fees and do not account for any added value 
achieved through active management.   

Figure 1 summarizes BCI’s return expectations for ICBC’s investment portfolio.  The return expectations 
for each asset class are based on March 31, 2020 information, with the exception of Short Term Bonds 
and Mid Term Bonds which are based on June 30, 2020 assumptions and discussed further in the 
Addendum to the report. 

FIGURE 1 – SUMMARY OF EXPECTED NET RETURNS BY ASSET CLASS (10- AND 15-YEAR) 

ASSET CLASS 10-year 15-Year 
Canadian Money Market (CAD) 0.3% 0.4% 

Short Term Bonds (CAD)1 1.0% 1.1% 

Mid Term Bonds (CAD)1 1.5% 1.6% 

BCI Mortgage Program (CAD) 4.8% 4.6% 

Mezzanine Mortgages (CAD) 6.1% 5.9% 

Canadian Large Cap Equities (CAD) 6.8% 6.5% 

Canadian Small Cap Equities (CAD) 7.5% 7.2% 

Global Large Cap Equities (CAD) 5.7% 5.9% 

Global Small Cap Equities (CAD) 6.4% 6.6% 

Emerging Markets Equity (CAD) 7.4% 7.6% 

BCI Real Estate Program (hedged to CAD) 6.4% 6.6% 

Infrastructure & RR (hedged to CAD) 6.2% 6.3% 

Weighted Average Net Annualized Rate of Return2 3.4% 3.4% 

Diversification & Rebalancing Effect 0.25% 0.25% 

Total Expected Net Annualized Rate of Return 3.6% 3.7% 

Numbers may not add due to rounding. 

 
 

 
1 Based on the June 30, 2020 assumptions shown in the Addendum. 

2 Based on the strategic mix in the Statement of Investment Policies & Procedures. 
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Introduction 
This report summarizes BCI’s outlook for the next fifteen years and outlines the assumptions and 
methodologies used. In developing BCI’s outlook, market expectations and consensus forecasts are used 
to generate a starting point, with further adjustments made to reflect BCI’s perspective of global 
markets. 

BCI’s long-term capital market expectations are assessed at several levels: 

1. They are reviewed internally, including approval by BCI’s senior management. 
2. They are reviewed by our clients’ internal and external actuaries and compared to their firm’s 

expectations to ensure alignment between funding and investment policies. 
3. They are benchmarked against the expectations developed by investment consulting firms and 

other investment managers to ensure reasonableness. Any significant variations need to be 
explained through program differences. 

4. In December 2017, an expert assessment of BCI’s asset-liability (AL) review process and capital 
market assumptions was conducted by the investment practice of a third-party global actuarial and 
investment consulting firm. Their report made the following key conclusions:  
 
“In our assessment, on the whole, the assumptions are reasonable and suitable for the AL Study. We 
also assert that the derivation of the assumptions, as described by bcIMC is reasonable.” 
 
“In our assessment, the process that bcIMC is using for the AL Study is robust and will produce 
defensible and sensible recommendations.” 

Total Portfolio – Diversification and Rebalancing 
Effect 
BCI calculates the impact of rebalancing a well-diversified portfolio by first determining the median 
stochastic return of the total portfolio over the long-term – in our case, 15 years – by running it through 
a stochastic model that assumes that the fund’s assets are rebalanced once per year. This prevents the 
asset mix from deviating too far from the strategic policy targets. The rebalancing and diversification 
benefit are then isolated by calculating the difference between the median stochastic return of the total 
portfolio and the weighted average of each asset class’ long-term average rates of return. The 
rebalancing and diversification benefit is then further adjusted to account for the fact that private 
markets cannot be easily rebalanced – in other words, any perceived benefit due to rebalancing private 
markets is removed from the equation. Applying this methodology to ICBC’s current long-term policy 
targets, the rebalancing and diversification effect is 25 basis points. 
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Fixed Income 
Total annual returns on Fixed Income are calculated based on yields as at March 31, 2020, plus any 
capital gains or losses due to expected changes in yield on a year-over-year basis. Duration and 
convexity are based on the portfolio as at March 31, 2020 and are assumed to stay constant over the 
course of 15 years. 

ROLL-DOWN RETURN 

All bond funds assume an additional return component to reflect an estimated “roll-down return 
effect,” wherein shorter-dated bonds are sold at an expected premium to fund the purchase of higher-
yielding longer-dated bonds to replenish the portfolio duration. Very short duration funds like money 
market and private debt assume no roll down yield. 

CANADIAN MONEY MARKET 
Total annual returns for Money Market are calculated based on BCI’s yield of the Canadian Money 
Market Fund (ST2) as at March 31, 2020, plus any capital gains or losses due to expected changes in 
yield on a year-over-year basis.  

FIGURE 2 – CANADIAN MONEY MARKET RETURN EXPECTATION 

Expected Returns – Canadian Money Market 
2020 Model 

5-year 10-year 15-year 

Total Expected Gross Returns (CAD) 0.3% 0.4% 0.4% 

Passive Fees -0.05% -0.05% -0.05% 

Total Expected Net Returns (CAD) 0.3% 0.3% 0.4% 

Numbers may not add due to rounding. 

SHORT TERM BONDS 
The total annual returns for Short Term Bonds are calculated based on the yield of the FTSE Canada 
Short Term Overall Bond Index as at March 31, 2020, plus any capital gains or losses due to expected 
changes in yield on a year-over-year basis, plus an additional return to reflect the estimated “roll-down 
return effect” as described above. 

FIGURE 3 – SHORT TERM BONDS RETURN EXPECTATION 

Expected Returns – Short Term Bonds 
2020 Model 

5-year 10-year 15-year 

Total Expected Gross Returns (CAD) 1.5% 1.5% 1.5% 

Passive Fees -0.05% -0.05% -0.05% 

Total Expected Net Returns (CAD) 1.5% 1.5% 1.5% 

Numbers may not add due to rounding. 
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MID TERM BONDS 

The total annual returns for Mid Term Bonds are calculated based on the yield of the FTSE Canada Mid 
Term Overall Bond Index as at March 31, 2020, plus any capital gains or losses due to expected changes 
in yield on a year-over-year basis, plus an additional return to reflect the estimated “roll-down return 
effect” as described above. 

FIGURE 4 – MID TERM BONDS RETURN EXPECTATION 

Expected Returns – Mid Term Bonds 
2020 Model 

5-year 10-year 15-year 

Total Expected Gross Returns (CAD) 2.2% 2.1% 2.1% 

Passive Fees -0.05% -0.05% -0.05% 

Total Expected Net Returns (CAD) 2.2% 2.0% 2.1% 

Numbers may not add due to rounding. 

Mortgages 

BCI’S MORTGAGE PROGRAM 
We have calculated the expected returns for BCI’s Mortgage Program based on the weighted average 
returns of the Fixed-Term, Construction, and US portfolios.  

FIGURE 5 – MORTGAGES RETURN EXPECTATION 

Expected Returns – BCI Mortgage Program 
2020 Model 

5-year 10-year 15-year 

Total Expected Net Returns (CAD) 5.2% 4.8% 4.6% 

 

MEZZANINE MORTGAGES 
To calculate the average yield for Mezzanine Mortgages, we use the yield on BCI’s Mezzanine Mortgage 
Fund as a starting point and adjust for expected changes in yields and expected losses given default.  

FIGURE 6 – MEZZANINE MORTGAGES RETURN EXPECTATION 

Expected Returns – Mezzanine Mortgages 
2020 Model 

5-year 10-year 15-year 

Total Expected Net Returns (CAD) 6.5% 6.1% 5.9% 
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Equities 

METHODOLOGY SUMMARY 
Equity return expectations are calculated using a building block approach where equity returns are 
broken down into components and each piece is examined individually before being combined into a 
total expected return. Broadly speaking, total equity returns can be broken down into two categories: 

a) Income 
b) Capital gains 

As shown in Figure 7 below, dividend yield (including net share buybacks) reflects the income 
component of total returns, while nominal earnings growth, valuation adjustments, and country risk 
premiums make up the capital gains share of the total returns. Both income and capital gains are 
reflected in the expected returns for Public Equities. 

FIGURE 7 – BCI EQUITY RETURN BUILDING BLOCKS 

 

  

To determine the expected dividend/buyback yield for Canadian equities, we used the product of the 
historical dividend payout ratio and earnings yield as at March 31, 2020. For Global equities, we took the 
sum of the dividend and net buyback yields, as at March 31, 2020. 

With respect to expected nominal earnings growth, we proxy future growth using inflation expectations 
of the geographical region and a real corporate earnings growth rate that is assumed to keep pace (over 
the long term) with consensus real GDP growth expectations. 

There tends to be a long-term relationship between corporate earnings and GDP growth over a long-
term time horizon, as shown in Figure 8 below. 

Expected Equity 
Returns

Income 
Return

Dividend/
Buyback Yield

Dividend 
Payout Ratio

Current Earnings 
Yield (E/P)

Capital 
Gains

Nominal 
Earnings Growth

Real Earnings 
Growth

Inflation 
Expectations

Valuation 
Adjustment

P/E Adjustments

FX Impact

Country Risk 
Premium

Sovereign 
Spread

Relative Volatility 
(stock vs bonds)



CONFIDENTIAL AND NOT FOR DISTRIBUTION 

Long-Term Capital Market Expectations: 2020 Edition 7  
August 2020  

FIGURE 8 – HISTORICAL RELATIONSHIP BETWEEN S&P 500 EARNINGS AND US REAL GDP GROWTH 

While we note that there is a growing influence of foreign revenues on local earnings growth, no 
allowance has been made to adjust for this. In other words, expected US equity earnings growth is 
based on US GDP growth, Canadian equity earnings on Canadian GDP, etc. 

Valuation (pure pricing) adjustments are incorporated in the expected return calculations by comparing 
the March 31, 2020 forward P/E levels to historical forward P/E averages to capture any significant 
valuation risks. 

The currency impact for unhedged Foreign Equities was anchored to the BCI Fixed Income & Foreign 
Exchange department’s outlook. In the case of creating an expected return assumption for Emerging 
Markets equity, a country risk premium is included to reflect the additional risk associated with investing 
in these countries.  
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CANADIAN EQUITY 
Below is a summary of the components used to develop the return expectation for Canadian Equities 
(large cap). 

FIGURE 9 – CANADIAN EQUITY RETURN EXPECTATION 

Expected Returns – Canadian Equities 
Note: S&P/TSX Composite 

2020 Model 

10-year 15-year 

Nominal Earnings Growth 3.4% 3.5% 

Dividend Yield 2.7% 2.5% 

Valuation Adjustment 0.8% 0.5% 

Total Expected Gross Returns (CAD) 6.9% 6.6% 

Passive Fees -0.1% -0.1% 

Total Expected Net Returns (CAD) 6.8% 6.5% 

Numbers may not add due to rounding. 

CANADIAN SMALL CAP EQUITY 

To develop the return expectations for Canadian small cap equities, a premium of 0.7% is added to 
Canadian large cap equity. 

GLOBAL EQUITY 
Below is a summary of the components used to develop the return expectation for Global Equities (large 
cap). 

FIGURE 10 – GLOBAL EQUITY RETURN EXPECTATION 

Expected Returns – Global Equities 
2020 Model 

10-year 15-year 

Nominal Earnings Growth 3.2% 3.4% 

Dividend & Buyback Yield 3.0% 2.9% 

Valuation Adjustment 0.1% 0.1% 

Total Expected Gross Returns (LCL) 6.3% 6.4% 

Currency Effect -0.6% -0.4% 

Total Expected Gross Returns (CAD) 5.8% 6.0% 

Passive Fees -0.1% -0.1% 

Total Expected Net Returns (CAD) 5.7% 5.9% 

Numbers may not add due to rounding. 

GLOBAL SMALL CAP EQUITY 

To develop the return expectations for Global small cap equities, a premium of 0.7% is added to Global 
large cap equity. 
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EMERGING MARKETS EQUITY 
Below is a summary of the components used to develop the return expectation for Emerging Markets 
Equities. 

FIGURE 11 – EMERGING MARKETS EQUITY RETURN EXPECTATION 

Expected Returns – Emerging Markets 
Note: Uses country-wise risk adjustments 

2020 Model 

10-year 15-year 

Global Expected Returns before Val. Adj (LCL) 6.2% 6.3% 

Valuation Adjustment 0.4% 0.3% 

EM Country Weighted Risk Premium 1.4% 1.4% 

Total Expected Gross Returns (LCL) 8.1% 8.0% 

Currency Effect -0.5% -0.4% 

Total Expected Gross Returns (CAD) 7.5% 7.7% 

Passive Fees -0.1% -0.1% 

Total Expected Net Returns (CAD) 7.4% 7.6% 

Numbers may not add due to rounding. 

Real Assets 

BCI REAL ESTATE PROGRAM 
The BCI Real Estate Program returns are calculated based on the weighted average returns of the 
Canadian and International Real Estate portfolios.  

FIGURE 12 – BCI REAL ESTATE PROGRAM RETURN EXPECTATION 

Expected Returns – BCI Real Estate Program 
2020 

10-year 15-year 

Unlevered Expected Returns 5.6% 5.7% 

Leverage Adjustment 1.0% 1.1% 

Total Expected Net Returns (LCL) 6.6% 6.8% 

Currency Hedging Impact -0.2% -0.2% 

Total Expected Net Returns (CAD) 6.4% 6.6% 

Numbers may not add due to rounding. 
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INFRASTRUCTURE & RENEWABLE RESOURCES 
The expected total annual returns for the Infrastructure & Renewable Resources (“IRR”) program is 
based on net income yield from the IRR investments and growth of that yield. 

FIGURE 13 – INFRASTRUCTURE & RENEWABLE RESOURCE RETURN EXPECTATION 

Expected Returns – Infrastructure & RR 
2020 

10-year 15-year 

Income Yield 3.8% 3.8% 

Income Growth 2.7% 2.8% 

Total Expected Net Returns (LCL) 6.5% 6.6% 

Currency Impact  -0.3% -0.3% 

Total Expected Net Returns (CAD) 6.2% 6.3% 

Numbers may not add due to rounding. 
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ADDENDUM TO BCI LONG-TERM CAPITAL 
MARKET EXPECTATIONS 2020 EDITION  

SUBSEQUENT CAPITAL MARKET EVENTS IN CALENDAR Q2 2020 
The initial report was published assuming returns as at March 31, 2020. Subsequent to March 31, 2020, 
Canadian benchmark interest rates dropped precipitously in calendar Q1 2020. The resulting expected 
return for fixed income products decreased largely due to this fall in yields, although this was partly 
offset with a rise in corporate spreads. Meanwhile, during Q2 as markets rebounded from central bank 
support corporate spreads also began retreating to historical norms. The result is a further decrease in 
expected returns. A summary of the expected returns prepared in March and updated expected returns 
as at June 30, 2020 are summarized below. 

Much of this year’s bond returns have already been realized as yields have fallen dramatically, and 
corresponding bond prices appreciated. This is evidenced in the much lower average yields for both 
short term bonds and mid term bonds. Similarly, capital gains expectations are slightly negative now, 
representative of the rise in bond prices. 

SHORT TERM BONDS 
Figure 14 compares return expectations assuming the updated market environment at June 30, 2020 to 
that of March 31, 2020. 

FIGURE 14 – SHORT TERM BONDS RETURN EXPECTATION COMPARISON 

Expected Returns – Short Term Bonds 
June 2020 Model March 2020 Model 

5-year 10-year 15-year 5-year 10-year 15-year 

Total Expected Gross Returns (CAD) 1.0% 1.0% 1.1% 1.5% 1.5% 1.5% 

Passive Fees -0.05% -0.05% -0.05% -0.05% -0.05% -0.05% 

Total Expected Net Returns (CAD) 0.9% 1.0% 1.1% 1.5% 1.5% 1.5% 

Numbers may not add due to rounding. 
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MID TERM BONDS 
Figure 15 compares return expectations assuming the updated market environment at June 30, 2020 to 
that of March 31, 2020. 

FIGURE 15 – MID TERM BONDS RETURN EXPECTATION COMPARISON 

Expected Returns – Mid Term Bonds 
June 2020 Model March 2020 Model 

  
  

5-year 10-year 15-year 5-year 10-year 15-year 

Total Expected Gross Returns (CAD) 1.4% 1.5% 1.7% 2.2% 2.1% 2.1% 

Passive Fees -0.05% -0.05% -0.05% -0.05% -0.05% -0.05% 

Total Expected Net Returns (CAD) 1.4% 1.5% 1.6% 2.2% 2.0% 2.1% 

Numbers may not add due to rounding. 
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A CALCULATION OF INVESTMENT YIELDS USING CURRENTLY 

APPROVED FORMULAE 

1. This Appendix calculates the Insurance Corporation of British Columbia’s (ICBC) New 

Money Rate and the Yield on Basic Equity according to the currently approved formulae and 

the forecast yields using the same approach as in prior years. 

2. ICBC is providing this information for transparency and to facilitate comparison 

between the proposed formulae and the current formulae.  ICBC does not propose to continue 

providing this comparison in future years, as ICBC believes the new proposed formulae will 

calculate investment rates that better reflect the growing diversity of ICBC’s asset mix and 

the longer expected investment horizon under the Enhanced Care model. 

A.1 CALCULATION OF THE NEW MONEY RATE 

3. In accordance with the May 19, 2015 Decision on the 2014 RRA, Order G-81-15, the 

currently approved formula for the calculation of the New Money Rate is calculated as a 

weighted sum of a risk-free component, a credit component, an equity component, and a real 

estate component.  The risk-free component consists of the money market allocation and 

government bond holdings.  The credit assets component consists of credit bonds, mortgages, 

and mezzanine debt.  The equity assets component consists of Canadian and global equities.  

The real estate and infrastructure assets component consists of ICBC’s real estate and 

infrastructure assets.  

4. The return for risk-free assets is based on the forecasted four-year Government of 

Canada bond yield; the return for credit assets is equal to the return of the risk-free assets 

plus a risk premium; equity returns are forecast to deliver a specified risk premium of 6.4% 

over the risk-free rate proxied using the forecasted 30-year Government of Canada bond 

yield; and real estate and infrastructure assets have been forecast to deliver a 4.25% return 

over the Canadian Consumer Price Index (CPI). 

5. Figure 5C.1 shows the calculation of the New Money Rate for Policy Year 2021 (PY) in 

comparison to the calculation shown in Figure 5.4 of Chapter 5 using the proposed new 

formula.  Figure 5C.1 shows the weighting for each component and the associated formula 

for the forecast yield, which is the sum of the forecast element and the risk premium.  The 

forecast element for each asset type is determined from the multi-dealer survey as shown in 

Section B of this Appendix.  The risk premium for the Credit asset type is determined as 

shown in Section C of this Appendix. 
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Figure 5C.1 – New Money Rate for PY 2021  

Asset 
Group 

Weighting 
(%)1 

Formula for 
Asset Yield 

Forecast 

Element 
(%) 

Risk 

Premium 
(%) 

Forecast 

Yield 
(%) 

Weighted 

Yield 

(%) 

 (1)  (2) (3) (4)=(2)+(3) (1)x(4) 

Risk-Free3 16.6 
Forecast four-
year bond yield 

0.62 0.00 0.62 0.10 

Credit3 50.4 

Forecast four-
year bond yield 
+ credit risk 

premium 

0.62 1.52 2.14 1.08 

Equity 23.0 

Forecast 30-
year bond yield  

+ equity risk 

premium 

1.40 6.40 7.80 1.79 

Real Estate 

and infra-
structure 

10.0 
Forecast 
Canadian CPI + 
4.25% 

1.88 4.25 6.13 0.61 

New Money Rate for PY 20212   3.59 

1 Weightings based on strategic mix target, as shown in Appendix 5A, Attachment 5A.1 (page 9).   
2 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 
3 Distribution between risk-free assets and credit assets based on the 30% liquidity requirement in the SIPP. 

A.2 CALCULATION OF THE YIELD ON BASIC EQUITY 

6. The formula for the Yield on Basic Equity was accepted by the BCUC in the April 2010 

Decision on the Streamlined Regulatory Process.  The Yield on Basic Equity is estimated based 

on the holdings and return characteristics of the existing portfolio.  Changes from year to year 

reflect the updated mix of assets and returns of the actual portfolio.  The values for the Yield 

on Basic Equity using the currently-accepted formula are provided below for the first 

11-month period and the second 12-month period of PY 2021 in comparison to those shown 

in Chapter 5, Section D.2 using the proposed new formula. 

7. The Yield on Basic Equity shown in Figure 5C.2 below is the equivalent to the 

calculation for the first 11-month period shown in Figure 5.6 of Chapter 5.  It uses the same 

weightings and yields for each asset class, except for the equities yield formula.  The equities 

yield formula in Figure 5C.2 below uses the same equity risk premium as that used in the 

New Money Rate formula in Figure 5C.1 above and the current 30-year Government of Canada 

bond yield is determined from Bloomberg on September 30, 2020.   
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Figure 5C.2 – Yield on Basic Equity for the first 11-month policy period 

Asset 
Current 

Weightings (%) 
Formula for Yield 

Current 
Yields (%) 

Weighted 
Yields (%) 

Money Market 2.7 
Current Money Market Yield at 
Cost 

0.35 0.01 

Bonds 56.1 
Current Bond Portfolio Yield at 
Market 

0.91 0.51 

Mortgages 8.2 Current Mortgage Yield at Cost 3.37 0.28 

Mezzanine Debt 1.6 
Current Mezzanine Debt Yield 
at Market 

7.11 0.11 

Equities 24.7 
Current 30-year Government 
of Canada bond yield + equity 

risk premium 

7.51 1.85 

Real Estate  5.1 
Current Real Estate Yield at 
Cost / Market 

6.93 0.35 

Infrastructure 1.6 
Current Infrastructure Yield at 
Market 

7.87 0.13 

Total 100.01   3.24 

Minus the Fees for Managing the Investment Portfolio -0.18 

Yield on Basic Equity for the first 11-month period1 3.06 

1 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 

8. The Yield on Basic Equity shown in Figure 5C.3 below is the equivalent to the 

calculation for the second 12-month period shown in Figure 5.7 of Chapter 5.  It uses the 

weightings for each asset class based on the strategic asset mix target, as shown on page 9 

of the October 2020 SIPP.  Yields for each asset class are consistent with current yields used 

in Figure 5C.2 above.  
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Figure 5C.3 – Yield on Basic Equity for the second 12-month policy period  

Asset 
Current 

Weightings (%) 
Formula for Yield 

Current 
Yields (%) 

Weighted 
Yields (%) 

Money Market 1.0 
Current Money Market Yield at 
Cost 

0.35 0.00 

Bonds 52.0 
Current Bond Portfolio Yield at 
Market 

0.91 0.47 

Mortgages 11.5 Current Mortgage Yield at Cost 3.37 0.39 

Mezzanine Debt 2.5 
Current Mezzanine Debt Yield 
at Market 

7.11 0.18 

Equities 23.0 
Current 30-year Government 
of Canada bond yield + equity 

risk premium 

7.51 1.73 

Real Estate  8.0 
Current Real Estate Yield at 
Cost / Market 

6.93 0.55 

Infrastructure 2.0 
Current Infrastructure Yield at 
Market 

7.87 0.16 

Total 100.01   3.48 

Minus the Fees for Managing the Investment Portfolio -0.18 

Yield on Basic Equity for the second 12-month period1 3.30 

1 Differences between current weightings multiplied by actual yields and weighted yields are due to rounding. 

9. The Yield on Basic Equity for the second 12-month period is 3.30%, 24 basis points 

higher than for the first 11-month period.  The increase primarily reflects a higher weighting 

to mortgages, mezzanine debt and real estate assets, partially offset by the lower weighting 

to equities and bonds.  

B CALCULATION OF FORECAST YIELDS 

10. The forecast data provided within this Appendix is sourced from a multi-dealer survey 

of six Canadian financial institutions as of September 2020.  ICBC has provided in 

Attachment 5C.1 page excerpts from the forecasts, annotated to identify the data used in the 

figures below.  All quarters are denoted on a calendar year basis in the following figures. 

11. ICBC uses different bond yield forecasts as there are two different asset classes: fixed 

income investments represented in Figure 5C.4, and equity investments represented in 

Figure 5C.6.  In Figure 5C.5, the forecast 4-year Government of Canada bond yield is 
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determined by the interpolation between the 2-year Government of Canada bond yield 

forecast and the 5-year Government of Canada bond yield forecast according to the formula: 

 5-year bond forecast - 1/3 (5-year bond forecast – 2-year bond forecast) 

Figure 5C.4 – 4-Year Government of Canada Interpolated Bond Yields  

Bond yields (%)  Contributor Q2/2021 Q3/2021 Q4/2021 
Q1/2022 
(or proxy)1 

2-year Scotiabank  0.45 0.55 0.65 0.651 

BMO  0.30 0.30 0.35 0.351 

National Bank  0.30 0.30 0.35 0.35 

TD   0.30 0.30 0.30 0.30 

RBC  0.30 0.35 0.35 0.351 

Laurentian Bank  0.45 0.50 0.65 0.65 

5-year Scotiabank  0.80 1.00 1.20 1.201 

BMO  0.50 0.55 0.60 0.601 

National Bank  0.45 0.50 0.50 0.50 

TD  0.60 0.75 0.85 1.00 

RBC  0.50 0.60 0.65 0.651 

Laurentian Bank  0.65 0.80 0.90 1.05 

4-year interpolated Scotiabank  0.68 0.85 1.02 1.021 

BMO  0.43 0.47 0.52 0.521 

National Bank  0.40 0.43 0.45 0.45 

TD  0.50 0.60 0.67 0.77 

RBC  0.43 0.52 0.55 0.551 

Laurentian Bank  0.58 0.70 0.82 0.92 

Average for quarter 0.51 0.59 0.67 0.70 

Overall 4-year bond yield Sum of averages for quarters/4 = 0.62 

1 Quarterly bank forecasts from Q2 2021 to Q1 2022 have been used.  For financial institutions which did not provide 
Q1 2022 forecasts, Q4 2021 forecasts were used as a proxy.  
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Figure 5C.5 – 30-Year Government of Canada Bond Yields 

Contributor (%) Q2/2021 Q3/2021 Q4/2021 
Q1/2022 
(or proxy)1 

Scotiabank  1.45 1.55 1.65 1.651 

BMO  1.25 1.30 1.35 1.351 

National Bank  1.15 1.20 1.20 1.25 

TD  1.50 1.60 1.70 1.80 

RBC  1.30 1.35 1.40 1.401 

Laurentian Bank  1.20 1.30 1.35 1.40 

Average for quarter 1.31 1.38 1.44 1.48 

Overall 30-year bond yield Sum of averages for quarters/4 = 1.40 

1 Quarterly bank forecasts from Q2 2021 to Q1 2022 were used. For financial institutions which did not provide Q1 
2022 forecasts, Q4 2021 forecasts were used as a proxy.  

Figure 5C.6 – Annual Forecast for Canadian CPI 

Contributor (%) 
Q1 2022 

(or proxy)1 

Scotiabank  2.501 

BMO  1.701 

National Bank 1.90 

TD  2.00 

RBC  1.401 

Laurentian Bank  1.80 

Average 1.88 

1 Quarterly bank forecasts for Q1 2022 were used, where available.  For financial institutions which did not provide 
Q1 2022 forecasts, Q4 2021 forecasts were used as a proxy.   

C CREDIT SPREADS FOR CREDIT BOND AND MEZZANINE DEBT  

12. The return for the credit assets components of the New Money Rate is equal to the 

return of the risk-free assets component plus a risk premium calculated, as shown in 

Figure 5C.7, using the weightings for the credit asset elements as of September 30, 2020. 
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Figure 5C.7 – Risk Premium for the Credit Assets Component 

Credit Assets Element Credit Spread (basis points) 
Strategic Target 
in Asset Mix (%) 

Credit Bonds 124 36.4 

Mortgages 175 11.5 

Mezzanine Debt 448 2.5 

Weighted Spread 152 50.4 

13. The long-term credit spread for credit bonds and mezzanine debt is determined from 

a 20-year average of the annual credit spreads from Bloomberg as provided in Figure 5C.8 

below.  The credit bond yield is calculated based on widely-utilized public market bond 

indexes.  The mezzanine debt yield is calculated based on a spread over a reference rate  

(3-month USD London Inter-bank Offered Rate (LIBOR)), which reflects the underwriting 

targets and floating-rate terms of a typical investment. 
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Figure 5C.8 – Credit Spreads for Credit Bonds and Mezzanine Debt (%)  

Index 

Date 

Government of 

Canada Bond 
Yield  

 
(A)1 

Credit Bond 

Yield  
 
 

(B)2 

Mezzanine 

Debt Yield  
 
 

(C)3 

Credit Bond 

Spread over 
Government 
of Canada    

(B - A) 

Mezzanine Debt 

Spreads over 
Government of 

Canada  
(C – A) 

12/31/2000 5.352 6.150 11.399 0.799 6.047 

12/31/2001 4.177 5.115 6.881 0.938 2.704 

12/31/2002 3.794 4.792 6.380 0.998 2.586 

12/31/2003 3.722 4.240 6.152 0.518 2.430 

12/31/2004 3.525 3.954 7.564 0.430 4.040 

12/31/2005 3.903 4.373 9.536 0.470 5.633 

12/31/2006 4.025 4.475 10.360 0.450 6.335 

12/31/2007 3.861 5.314 9.703 1.453 5.842 

12/31/2008 1.682 5.755 6.425 4.073 4.743 

12/31/2009 2.396 3.588 5.251 1.192 2.855 

12/31/2010 2.204 3.439 5.303 1.235 3.099 

12/31/2011 1.251 2.973 5.581 1.722 4.330 

12/31/2012 1.343 2.532 5.306 1.188 3.963 

12/31/2013 1.652 2.752 5.246 1.100 3.594 

12/31/2014 1.243 2.351 5.256 1.107 4.012 

12/31/2015 0.737 2.248 5.613 1.511 4.876 

03/31/2017 1.045 2.136 6.150 1.091    5.104 

03/31/2018 1.890 2.825 7.312 0.935    5.421 

03/31/2019 1.566 2.683 7.600 1.118   6.034 

03/31/2020 0.547 3.070 6.451 2.523 5.904 

20-year average bond spreads 1.24 4.48 

1 The Government of Canada Bond Yield is calculated as 2/3 x the Bank of America Merrill Lynch (“BAML”) 1-5 Year 
Canada Government Index yield + 1/3 x the BAML 5-10 Year Canada Government Index yield. 
2 The Credit Bond Yield is calculated as 2/3 x the BAML 1-5 Year Canada Corporate Index yield + 1/3 x the BAML 
5-10 Year Canada Corporate Index yield.   
3 The Mezzanine Debt Yield is calculated as the 3-month USD LIBOR rate + 5%.  
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Attachment 5C.1 – Excerpts of Financial 
Forecasts from Six Financial Institutions  



>' Scotiabank™ 
GLOBAL ECONOMICS 

I SCOTIABANK'S FORECAST TABLES 
September 3, 2020 

North America 2010-18 2018 2019 2020f 2021f 2010-18 2018 2019 2020f 2021f 

Canada United States 
(annual% change, unless noted) (annual % change, unless noted) 

Real GDP 2.2 2.0 1.7 -5.7 4.8 2.3 3.0 2.2 -4.2 4.4 
Consumer spending 2.6 2.1 1.6 -8.5 3.5 2.4 2.7 2.4 -5.1 4.4 
Residential investment 2.7 -1.5 -0.5 -5.6 6.3 5.0 -0.6 -1.7 0.4 3.0 
Business investment* 2.4 1.8 -0.4 -10.5 7.7 5.2 6.9 2.9 -4.2 6.5 
Government 1.2 3.4 1.8 -0.9 2.1 -0.3 1.8 2.3 2.5 3.0 
Exports 3.6 3.1 1.3 -11.4 7.3 4.2 3.0 -0.1 -14.5 7.3 
Imports 3.9 2.6 0.6 -16.7 5.7 4.8 4.1 1 .1 -13.7 7.8 

Nominal GDP 3.9 3.9 3.6 -5.0 7.1 4.0 5.5 4.0 -3.4 5.4 
GDP deflater 1.7 1.8 1.9 0.8 2.2 1.7 2.4 1.8 0.8 1.0 

Consumer price index (CPI) 1.7 2.3 1.9 0.6 2.0 1.8 2.4 1.8 1.2 2.1 
Core inflation rate** 1.9 1.9 2.0 1.7 1.7 1.6 2.0 1.7 1.3 1.6 
Pre-tax corporate profits 5.8 2.5 -0.1 -24.4 7.5 5.5 6.1 0.3 -14.7 7.0 
Employment 1.2 1.3 2.1 -5.5 5.4 1.4 1.6 1.4 -5.2 4.4 
Unemployment rate(%) 7.0 5.8 5.7 9.3 6.8 6.5 3.9 3.7 8.5 5.7 

Current account balance (CAD, USD bn) -58.4 -55.5 -47.0 -30.7 -25.6 -403 -450 -480 -446 -477 
Merchandise trade balance (CAD, USD bn) -13.0 -22.1 -18.4 -23.9 -25.3 -753 -880 -864 -803 -896 
Federal budget balance (FY, CAD, USD bn) *** -18.9 -14.0 -22.0 -382.0 -125.0 -813 -779 -960 -3,311 -1 ,810 

percent of GDP -1.0 -0.7 -1.0 -17.4 -5.3 -4.6 -3.8 -4.5 -16.0 -8.3 

Housing starts (000s, mn) 200 213 209 199 174 0.96 1.25 1.30 1.23 1.27 
Motor vehicle sales (000s, mn) 1,809 1,984 1,862 1,570 1,783 15.5 17.2 16.9 14.1 15.8 

Industrial production 2.7 3.1 -0.8 -10.5 2.9 2.2 4.0 0.9 -7.8 5.8 

Mexico 
(annual % change) 

Real GDP 3.0 2.1 -0.3 -9.1 3.0 
Consumer price index (year-end) 4.1 4.8 2.8 3.8 4.0 

Current account balance (USD bn) -21.2 -23.0 -4.3 -11.1 -17.0 
Merchandise trade balance (USD bn) -6.8 -13.6 5.4 -4.7 4.1 

Sources: Scotiabank Economics, Statistics Canada, CM-IC, BEA, BLS, Bloomberg ... For Canada it includes capital expenditures by businesses and non-profit institutions. 
0 US: core PCE deflator; Canada: average of 3 core measures published by the BoC. 0 * In order to align with US reporting, as of the August 2020 issue of Scotiabank's 

Forecast Tables, Canadian Federal and Provincial Budget Balances for FY2020/21 are noted in calendar year 2020, FY2021l22 in calendar year 2021. 

Quarterly Forecasts 2019 2020 2021 

Canada Q4 Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f 

Real GDP (q/q ann. % change) 0.6 -8.2 -38.7 44.0 5.1 5.9 1.3 2.7 5.1 
Real GDP (y/y % change) 1.5 -0.9 -13.0 -5.0 -3.9 -0.4 12.9 3.7 3.7 
Consumer prices (y/y % change) 2.1 1.8 0.0 0.5 0.1 0.8 2.4 2.4 
Avg . of new core CPls (y/y % change) 2.0 1.9 1.7 1.6 1.5 1.6 1.7 1.7 
Unemployment Rate (%) 5.7 6.3 13.0 10.0 8.2 7.1 6.9 6.9 6.4 

United States 

Real GDP (q/q ann. % change) 2.4 -5.0 -31.7 26.0 5.0 6.0 4 .0 4.1 3.5 
Real GDP (y/y % change) 2.3 0.3 -9.1 -4.3 -3.7 -1.1 9.9 4.8 4.4 
Consumer prices (y/y % change) 2.0 2.1 0.4 1.0 1.3 1.8 2.1 2.1 2.2 
Total PCE deflator (y/y % change) 1.5 1.7 0.6 1 .1 1.1 1.6 1.9 1.9 2.0 
Core PCE deflator (y/y % change) 1.6 1.8 0.9 1.2 1.4 1.5 1.5 1.6 1.7 
Unemployment Rate (%) 3.5 3.8 13.0 9.5 7.7 6.6 5.8 5.4 5.0 

Sources: ScotiabankEconomics, Statistics Canada, BEA, BLS, Bloomberg. 
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>' Scotiabank™ 
2019 2020 

Central Bank Rates Q4 Q1 Q2 

Americas 

Bank of Canada 1.75 0.25 0.25 
US Federal Reserve (upper bound) 1.75 0.25 0.25 
Bank of Mexico 7.25 6.50 5.00 

Central Bank of Brazil 4.50 3.75 2.25 
Bank of the Republic of Colombia 4.25 3.75 2.50 
Central Reserve Bank of Peru 2.25 1.25 0.25 
Central Bank of Chile 1.75 0.50 0.50 
Central Bank of Argentina 55.00 38.00 38.00 

Europe 

European Central Bank MRO Rate 0.00 0.00 0.00 
European Central Bank Deposit Rate -0.50 -0.50 -0.50 
Bank of England 0.75 0.10 0.10 

Asia/Oceania 

Reserve Bank of Australia 0.75 0.25 0.25 
Bank of Japan -0.10 -0.10 -0.10 
People's Bank of China 4.15 4.05 3.85 
Reserve Bank of India 5.15 4.40 4.00 
Bank of Korea 1.25 0.75 0.50 
Bank of Thailand 1.25 0.75 0.50 

Currencies and Interest Rates 

Americas 

Canadian dollar (USDCAD) 1.30 1.41 1.36 
Canadian dollar (CADUSD) 0.77 0.71 0.74 
Mexican peso (USDMXN) 18.93 21 .97 23.00 

Brazilian real (USDBRL) 4.02 5.19 5.46 
Colombian peso (USDCOP) 3287 4065 3765 
Peruvian sol (USDPEN) 3.31 3.44 3.54 
Chilean peso (USDCLP) 753 852 822 
Argentine Peso (USDARS) 59.87 64.40 70.46 

Europe 

Euro (EURUSD) 1.12 1.10 1.12 
UK pound (GBPUSD) 1.33 1.24 1.24 

Asia/Oceania 

Japanese yen (USDJPY) 109 108 108 
Australian dollar (AUDUSD) 0.70 0.61 0.69 
Chinese yuan (USDCNY) 6.96 7.08 7.01 
Indian rupee (USDINR) 71.4 75.5 75.5 
South Korean won (USDKRW) 1,156 1,219 1,203 
Thai baht (USDTHB) 30.0 32.8 30.9 

Canada (Yields,%) 

3-month T -bill 1.66 0.21 0.20 
2-year Canada 1.69 0.42 0.29 
5-year Canada 1.68 0.58 0.36 
10-year Canada 1.70 0.69 0.53 
30-year Canada 1.76 1.30 0.99 

United States (Yields, % ) 

3-month T -bill 1.51 0 .05 0 .14 
2-year Treasury 1.57 0.25 0.15 
5-year Treasury 1.69 0 .38 0 .29 
10-year Treasury 1.92 0.67 0.66 
30-year Treasury 2.39 1.32 1.41 

Sources: Scotiabank Economics, Bloomberg. 

GLOBAL ECONOMICS 
I SCOTIABANK'S FORECAST TABLES 

September 3, 2020 

2021 

Q3f Q4f Q1f Q2f Q3f Q4f 

(%, end of period) 

0.25 0.25 0.25 0.25 0.25 0.25 
0.25 0.25 0.25 0.25 0.25 0.25 
4.50 4.50 4.50 4.50 4.50 4.50 

1.75 1.75 1.75 2.25 3.25 4.25 
2.00 2.00 2.00 2.00 2.50 3.00 
0.25 0.25 0.25 0.25 0.25 0.50 
0.50 0.50 0.50 0.50 0.50 0.50 

38.00 38.00 38.00 38.00 38.00 40.00 

0.00 0.00 0.00 0.00 0.00 0.00 
-0.50 -0.50 -0.50 -0.50 -0.50 -0.50 
0.10 0.10 0.10 0.10 0. 10 0.10 

0.25 0.25 0.25 0.25 0.25 0.25 
-0.10 -0.10 -0.10 -0.10 -0. 10 -0.10 
3.85 3.85 3.85 3.85 3.85 3.85 
4.00 3.50 3.50 3.50 3.50 3.75 
0.50 0.50 0.50 0.50 0.50 0.50 
0.50 0.25 0 .25 0.25 0.25 0.25 

( end of period) 

1.34 1.32 1.30 1.30 1.28 1.28 
0.75 0.76 0.77 0.77 0.78 0.78 

22.41 23.84 24.17 24.00 24.48 24.49 

5.47 5.61 5.11 4.96 5.07 5.03 
3709 3654 3473 3465 3458 3450 
3.50 3.45 3.47 3.52 3.46 3.40 
760 750 740 740 730 720 

77.50 83.10 85.70 87.80 90.90 95. 20 

1.18 1. 18 1.20 1.20 1.21 1.21 
1.28 1.29 1.30 1.31 1.32 1.33 

105 105 104 104 102 102 
0.71 0.71 0.73 0.73 0.75 0.75 
7.05 7.05 7.00 7.00 6.90 6.90 
74.0 74.0 73.0 73.0 72.0 72.0 

1,220 1,220 1,200 1,200 1,180 1,180 
31.5 31.5 31.0 3 1.0 30.0 30.0 

0.15 0.15 0 .15 0.15 0. 15 0.15 
0.25 0.25 0.35 I 0.45 0.55 0.65 
0.30 0.45 0.60 0.80 1.00 1.20 
0.55 0.60 0.75 1.00 1.20 1.50 
1.05 1.15 1.30 I 1.45 1.55 1.65 

0.10 0. 10 0 .10 0 .10 0. 10 0. 10 
0.15 0.15 0.25 0.35 0.45 0.55 
0 .25 0.35 0 .50 0 .70 0 .95 1.10 
0.60 0. 70 0.85 1. 10 1.30 1.60 
1.35 1.45 1.55 1.70 1.85 2.00 
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Canadian Economic Outlook I Our key forecasts for the Canadian economy September 11, 2020 

Canadian Economic Outlook for Sept. 11, 2020 
A Publication of BMO Capital Markets Economic Research · Douglas Porter, CFA, Chief Economist, BMO Financial Group 

2019 
Q1 Q2 Q3 Q4 

Production q/q % chng : a.r. 
Real GDP (chain-weighted) 1.2 3.2 

Final Sales -0.8 4.5 
Final Domestic Demand 3.4 0.1 
Consumer Spending 2.4 0.4 

Durables 5.1 -3.0 
Nondurables 1.5 -0.4 
Services 2.1 1.4 

Government Spending 3.0 0.4 
Business Investment 21.5 -7.8 

Non-residential Construction 6.9 1.6 
Machinery and Equipment 46.9 -20.3 

Residential Construction -4.0 7.2 
Exports -2.7 9.0 
Imports 10.0 -4.4 
nven ory C ange 

Contrib. to GDP Growth ppts : a. r. 
Net Exports 2012$ bins : a.r. 

Contrib. to GDP Growth ppts : a.r. 
Nominal GOP $bins: a.r. 

Growth q/q % chng : a.r. 
ea GDP y y 
n a 10n 

GDP Price Index 
CPI All Items 

Ex. Food and Energy 
Food Prices 
Energy Prices 
Services 

CPI All Items y/y % chng 
CPIX8 y/y % chng 
New Core CPls y /y % chng : avg. 
manc1a o : quar er y avg. 

Overnight Rate 1.75 1.75 
3-Month T-Bill 1.65 1.67 
90-Day BAs 2.14 2.00 
10-Year Bond Yield 1.86 1.62 
10-Year BBB Corporate Spread ppts 2.10 1.92 
90 Day Canada/U.S. Spread bps -79 -68 
1 O Year Canada/U.S. Spread bps -80 -72 
ore1gn ra e 

Current Account Balance 
Share of GDP 

Savings Rate 
Ot er n 1cators 
Unemployment Rate percent 5.8 5.6 
Housing Starts 0005 187 224 
Existing Home Sales y/y % chng -4.2 5.5 
MLS Home Price Index y/y % chng -0.7 -0.2 
Motor Vehicle Sales mlns 1.99 1.96 
Employment Growth q/q % chng : a.r. 3.0 2.6 
Industrial Production q/ q % chng : a.r. -3.4 6.1 
Feaera1 Buaget Balance % or FY GuP 
:,naaea vatues re resenc rnrecascs p 

BMO O Capital Markets® 

We're here to help,:,-

1.1 0.6 
3.1 0.4 
3.2 0.8 
2.2 1.8 
0.8 -1.3 
1.9 1.1 
2.8 3.3 
2.7 1.0 
3.1 -4.8 
7.7 0.7 

-3.7 -13.2 
13.8 1.2 
-0.4 -4.5 
0.2 -3.2 

0.0 3.3 
1.6 1.7 
2.1 1.1 
4.0 2.9 

-8.3 3.4 
3.8 -1.3 
1.9 2.1 
1.9 1.8 
2.0 2.0 

1.75 1.75 
1.64 1.66 
1.96 1.99 
1.36 1.52 
1.86 1.85 
-38 5 
-43 -28 

5.6 5.7 
223 201 
9.7 15.1 
1.2 2.5 

1.98 1.90 
1.1 0.5 

-5.5 -3.2 

2020 
Q1 Q2 Q3 Q4 

-8.2 -38.7 .0 6.6 
-7.1 -32.7 36.5 6.4 
-7.5 -37.4 37.7 6.6 

-12.4 -43.0 44.8 9.7 
-31.1 -49.8 57.0 13.0 
12.2 -13.8 8.0 0.0 

-14.0 -51.8 59.3 13.0 
-0.2 -11.6 8.0 1.5 
-2.7 -56.7 66.0 6.0 
6.9 -51.5 66.0 6.0 

-17.2 -64.6 66.0 6.0 
-3.0 -47.6 75.0 4.5 
-8.6 -55.6 54.0 28.7 
-9.9 -64.1 57.3 28.2 

-0.1 0.8 
8.5 0.2 

34.4 37.2 
-1.8 -0.2 

2,216 2,264 
53.7 9.0 
-4.8 -3.4 

-1.8 -4.6 6. 2. 
0.5 -3.3 2.7 1.4 
1.4 -0.4 0.1 1.3 
1.2 4.3 0.6 2.0 

-14.4 -42.1 42.5 0.7 
1.8 2.0 1.3 1.5 
1.8 0.0 0.4 0.3 
1.7 1.0 0.9 0.9 
1.9 1.7 1.3 1.2 

1.25 0.25 r o.'.2 5 0'.2 
1.29 0.22 0.15 0.15 
1.81 0.66 0.50 0.45 
1.20 0.59 0.55 0.60 
2.03 2.72 2.15 2.20 

16 8 5 3 
-18 -10 -10 -12 

6.3 13.0 10.2 8.9 
209 191 236 205 
13.6 -29.2 4.4 -8.0 

6.1 5.7 6.3 3.7 
1.68 1.03 1.80 1.87 
-5.8 -38.4 36.9 7.7 
-8.2 -48.7 69.0 8.7 

2021 
Q1 Q2 Q3 Q4 2018 2019 2020 2021 

6. 4.0 3.2 2.0 1.7 6.0 
5.3 4.3 3.8 3.2 2.3 1.5 -4.1 5.4 
5.3 4.2 3.9 3.3 2.1 1.3 -5.6 5.0 
6.1 4.3 4.2 3.4 2.2 1.6 -7.6 5.9 
8.0 5.0 4.5 4.0 1.7 0.4 -14.8 7.3 
2.1 1.7 2.5 2.0 1.8 1.0 1.5 1.3 
7.3 5.3 5.0 4.0 2.5 2.2 -9.1 7.2 
2.0 2.5 2.3 2.0 3.4 1.8 -0.7 1.9 
8.7 5.7 5.5 4.7 1.4 0.4 -9.9 6.2 
8.0 5.0 5.0 4.5 -0.6 0.7 -3.7 6.6 

10.0 7.0 6.5 5.0 4.7 -0.1 -19.5 5.4 
8.0 8.0 5.0 5.0 -1.6 -0.6 -3.1 8.2 

13.2 2.3 3.3 3.2 3.1 1.3 -10.1 9.3 
12.7 2.0 3.4 3.3 2.6 0.6 -14.0 7.8 

7.0 8.2 8.9 9.0 -8.2 8.2 
1.2 0.2 0.1 0.0 -0.3 0.1 -1.4 0.5 

39.1 39.8 39.9 40.0 -2.4 2.4 28.3 39.7 
0.0 0.1 -0.1 -0.1 0.1 0.2 1.3 0.4 

2,308 2,345 2,380 2,411 2,224 2,302\ 2,186 2,361 
8.1 6.6 6.1 5.3 3.9 3.6 -5.1 8.0 
0.2 14.6 5.4 4.6 

1. 2.0 2.1 .0 1.8 1.9 0. .9 
1.6 1.7 1.7 1.6 2.3 1.9 0.6 1.4 
1.5 1.6 1.6 1.5 1.9 2.1 1.0 1.2 
2.0 2.1 1.8 2.1 1.8 3.4 2.5 2.0 
2.5 2.8 2.4 2.0 7.5 -2.9 -8.5 2.6 
1.9 2.4 2.3 1.5 2.5 2.5 1.5 1.9 
0.6 1.9 1.6 1.7 
0.9 1.7 1.6 1.8 1.4 1.8 1.1 1.5 
1.3 1.4 1.6 1.8 1.9 2.0 1.5 1.5 

0. 0. 0. 0. 1.44 1.75 0. 0 0.]5 
0.15 0.15 0.15 0.15 1.37 1.65 0.45 0.15 
0.45 0.45 0.45 0.45 1.89 2.02 0.85 0.45 
0.70 0.85 1.00 1.10 2.28 1.59 0.75 0.90 
2.20 2.20 2.20 2.20 1.85 1.93 2.28 2.20 

3 3 3 3 -60 -45 8 3 
-11 -11 -10 -10 -63 -56 -12 -11 

8.4 8.1 7.9 7.5 5.8 5.7 9.6 8.0 
210 206 202 202 214 209 210 205 
-4.7 44.3 -8.3 2.3 -10.8 6.5 -5.0 5.0 
3.6 4.3 2.5 4.2 2.5 0.6 5.5 3.5 

1.94 1.99 2.03 2.05 2.03 1.96 1.60 2.00 
4.4 4.0 3.7 3.0 1.3 2.1 -5.5 5.0 
2.8 1.8 1.6 1.6 3.1 -0.8 -8.0 5.2 

-0.6 ' -1.'.:> -15.9 -4.1 I 



Rates Scenario I Rates Scenario for September 17, 2020 

Interest Rate Forecasts 

Actual Forecasts 
2020 2020 2021 
Aug Sep Oct Nov Dec Jan 

Cdn. Yield Curve 
Overnight 0.25 0.251 0.25 0.25 0.25 0.25 
3 month 0.16 0.15 0.15 0.15 0.15 0.15 
6 month 0.18 0.20 0.20 0.20 0.20 0.20 
1 year 0.22 0.20 0.20 0.20 0.20 0.20 
2 year 0.28 0.25 0.25 0.25 0.25 0.25 
3 year 0.29 0.25 0.30 0.30 0.30 0.30 
5 year 0.38 0.35 0.35 0.40 0.40 0.40 
7 year 0.42 0.40 0.40 0.45 0.45 0.50 
10 year 0.56 0.55 0.60 0.60 0.65 0.65 
30 year 1.07 1.10 1.10 1.15 1.15 1.15 
1m BA 0.48 0.50 0.45 0.45 0.45 0.45 
3m BA 0.51 0.50 0.50 0.45 0.45 0.45 
6m BA 0.72 0.70 0.65 0.65 0.60 0.55 
12m BA 0.79 0.75 0.75 0.70 0.70 0.70 
Prime Rate 2.45 2.45 2.45 2.45 2.45 2.45 

U.S. Yield Curve 
Fed funds 0.13 0.131 0.13 0.13 0.13 0.13 
3 month 0.10 0.10 0.10 0.10 0.10 0.10 
6 month 0.12 0.10 0.10 0.10 0.10 0.10 
1 year 0.13 0.15 0.15 0.15 0.15 0.15 
2 year 0.14 0.15 0.15 0.15 0.15 0.15 
3 year 0.16 0.15 0.15 0.15 0.20 0.20 
5 year 0.27 0.30 0.30 0.30 0.30 0.35 
7 year 0.46 0.45 0.50 0.50 0.50 0.55 
10 year 0.65 0.70 0.70 0.75 0.75 0.75 
30 year 1.36 1.45 1.45 1.45 1.50 1.50 
1m LIBOR 0.16 0.15 0.15 0.15 0.15 0.15 
3m LIBOR 0.25 0.25 0.25 0.25 0.25 0.25 
6m LIBOR 0.31 0.30 0.30 0.30 0.30 0.30 
12m LIBOR 0.45 0.40 0.40 0.40 0.40 0.40 
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 

Other G7 Yields 
ECB Refi 0.00 0.001 0.00 0.00 0.00 0.00 
10yr Bund -0.47 -0.45 -0.45 -0.40 -0.40 -0.40 

BoE Repo 0.10 0.101 0.10 0.10 0.10 0.10 
1 Oyr Gilt 0.21 0.20 0.25 0.25 0.25 0.25 

BoJ 0/N -0.06 -0.051 -0.05 -0.05 -0.05 -0.05 

10yr JGB 0.03 0.01 -0.01 -0.03 -0.05 -0.05 

Percent (policy and prime rates are end of period; averages otherwise); 1 actual value 

Sources: BMO Economics, Haver Analytics 

BMO e Capital Markets• 

2021 
Feb Q1 Q2 Q3 Q4 

0.25 0.25 0.25 0.25 0.25 
0.15 0.15 0.15 0.15 0.15 
0.20 0.20 0.20 0.20 0.20 
0.25 0.25 0.25 0.25 0.25 
0.30 0.30 I 0.30 0.30 0.35 I 
0.30 0.30 0.35 0.40 0.45 
0.45 0.45 I 0.50 0.55 0.60 I 
0.50 0.50 0.55 0.60 0.70 
0.70 0.70 0.75 0.80 0.90 
1.20 1.20 I 1.25 1.30 1.35 I 
0.45 0.45 0.45 0.45 0.45 
0.45 0.45 0.45 0.45 0.45 
0.55 0.55 0.50 0.50 0.50 
0.65 0.65 0.60 0.60 0.60 
2.45 2.45 2.45 2.45 2.45 

0.13 0.13 0.13 0.13 0.13 
0.10 0.10 0.10 0.10 0.10 
0.10 0.10 0.10 0.10 0.10 
0.15 0.15 0.15 0.15 0.20 
0.15 0.15 0.20 0.20 0.25 
0.20 0.20 0.25 0.30 0.35 
0.35 0.35 0.40 0.45 0.50 
0.55 0.55 0.60 0.70 0.75 
0.80 0.80 0.85 0.90 1.00 
1.50 1.50 1.55 1.60 1.65 
0.15 0.15 0.15 0.15 0.15 
0.25 0.25 0.25 0.25 0.25 
0.30 0.30 0.30 0.30 0.30 
0.40 0.40 0.45 0.45 0.45 
3.25 3.25 3.25 3.25 3.25 

0.00 0.00 0.00 0.00 0.00 
-0.35 -0.35 -0.30 -0.25 -0.15 

0.10 0.10 0.10 0.10 0.10 
0.30 0.30 0.35 0.40 0.50 
-0.05 -0.05 -0.05 -0.05 -0.05 
-0.04 -0.04 -0.03 -0.02 0.00 
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• COVID-79 has spawned fundamental breaks not only in the conduct of monetary policy and every conceivable economic time 
series, but has led to enormous (permanent?) structural shifts in fiscal policies and priorities at all levels of government. We'll see 
this fall, but the virus has potentially upended the fortunes of political leaders on both sides of the Canada-US border. It's led to 
monumental shifts in industrial make-up and business strategy, turned decades of accepted international trade policy on its head 
and altered the most basic of human interactions. And that's without a serious second wave, which remains a clear and present 
danger. 

• So how does will the Fed's new regime change look in practice? Well, the 'F' (i.e. flexible) in FAIT means that nobody really knows, 
at least for now. Powell and other FOMC members have stressed that there will be no formulaic approach to implementing the 
new policy framework. While we know that inflation will have to move above 2% to balance out the undershoots currently being 
experienced, it's not clear by how much above 2% the Fed will be comfortable letting inflation run. And perhaps the most important 
question is: can the new framework actually foster an environment in which inflation can sustainably meet or exceed 2%? 

• It's our view that the Bank of Canada will end up judging the 'switching costs' associated with overhauling it's current inflation
targeting framework as not being worth the marginal benefits. Ultimately, this will likely mean that policy normalization will come 
sooner in Canada than south of the border. But no matter the framework, as Tiff Macklem recently remarked, withdrawing any 
stimulus remains a 'long ways away'. 

• However, while central banks will do what they can with the tools provided too them, they'll be the first to admit that monetary 
policy from here at the effective lower bound is limited. The onus continues to be on f iscal policymakers to secure a strong, robust 
and broad-based recovery. 

Forecast dated September 9, 2020 

United States 
Quarters Fed Fund 3 Mth Bill 2YR 5YR 10YR 30YR 

09/11/20 0.25 0.11 0.13 0.26 0.67 1.42 
Q3 0.25 0.10 0.15 0.30 0.70 1.45 
Q4 0.25 0.10 0.15 0.30 0.70 1.50 
Q1/21 0.25 0.15 0.15 0.35 0.75 1.55 
Q2 0.25 0.15 0.20 0.40 0.80 1.60 
Q3 0.25 0.15 0.20 0.45 0.85 1.60 
Q4 0.25 0.20 0.20 0.50 0.95 1.65 
Q1/22 0.25 0.20 0.25 0.55 0.95 1.65 
Q2 0.25 0.20 0.25 0.55 1.00 1.70 
Q3 0.25 0.20 0.30 0.65 1.05 1.75 

Canada 
Quarters Overnight 3 Mth Bill 2YR 5YR 10YR 30YR 

09/11/20 0.25 0.15 0.26 0.36 0.56 1.06 
Q3 0.25 0.15 0.25 0.40 0.60 1.10 
Q4 0.25 0.15 0.30 0.40 0.65 1.15 
Q1/21 0.25 0.15 0.30 0.45 0.70 1.15 
Q2 0.25 0.20 0.30 0.45 0.70 1.15 
Q3 0.25 0.20 0.30 0.50 0.75 1.20 
Q4 0.25 0.20 0.35 0.50 0.80 1.20 
Q1/22 0.25 0.25 0.35 0.50 0.80 1.25 
Q2 0.25 0.25 0.40 0.55 0.85 1.30 
Q3 0.25 0.25 0.40 0.65 0.90 1.30 



2017 Q1 2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 2018 Q3 2018 Q4 2019 Q1 2019 Q2 2019 Q3

Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Forecast

CPI (y/y % chg.) 1.91 1.32 1.37 1.79 2.06 2.30 2.68 2.04 1.61 2.15 1.94

CPI ex food/energy (y/y % chg.)1.99 1.43 1.37 1.61 1.76 1.75 2.15 2.04 1.92 2.27 2.16

2019 Q4 2020 Q1 2020 Q2 2020 Q3 2020 Q4 2021 Q1 2021 Q2 2021 Q3 2021 Q4 2022 Q1

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

CPI (y/y % chg.) 2.10 1.81 0.02 0.43 0.67 1.00 2.33 1.98 1.93 1.90

CPI ex food/energy (y/y % chg.)1.94 1.83 0.97 0.75 1.06 0.90 1.55 1.54 1.50 1.49

National Bank - Quarterly pattern



12 

Interest Rate Outlook 
2020 2021 2022 

Q1 Q2 Q3F Q4F Q1F Q2F Q3F Q4F Q1F Q2F Q3F Q4F 
Canada 
Overnight Target Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 
3-mth T-Bill Rate 0.21 0.20 0.15 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 
2-yr Govt. Bond Yield 0.42 0.28 0.30 0.30 0.30 I o.30 0.30 0.30 o.30 I o.35 0 .40 0.50 
5-yr Govt. Bond Yield 0.60 0.36 0.35 0.40 0.50 0.60 0.75 0.85 1.00 1.05 1.15 1.25 
10-yr Govt. Bond Yield 0.71 0.52 0.60 0.75 0.90 1.05 1.20 1.35 1.45 1.60 1.65 1.70 
30-yr Govt. Bond Yield 1.30 0.99 1.10 1.25 1.40 11.50 1.60 1.70 1.80 I 1.90 2.00 2.10 
1 0-yr-2-yr Govt Spread 0.29 0.31 0.30 0.45 0.60 0.75 0.90 1.05 1.15 1.25 1.25 1.20 
U.S. 
Fed Funds Target Rate 0.25 0.25 0.25 0.25 0.25 0.25 0. 25 0.25 0.25 0.25 0.25 0.25 
3-mth T-Bill Rate 0.11 0.16 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 
2-yr Govt. Bond Yield 0.23 0.16 0.15 0.20 0. 20 0.20 0.20 0.20 0.20 0.25 0.30 0.35 
5-yr Govt. Bond Yield 0.37 0.29 0.25 0.30 0.40 0.50 0.60 0.75 0.90 0.95 1.05 1.15 
10-yr Govt. Bond Yield 0.70 0.66 0.70 0.80 0.95 1.10 1.25 1.40 1.55 1.60 1.65 1.70 
30-yr Govt. Bond Yield 1.35 1.41 1.45 1.60 1.75 1.85 1.95 2.05 2.10 2.15 2.20 2.25 
1 0-vr-2-vr Govt Spread 0.47 0.36 0.55 0.60 0.75 0.90 1.05 1.20 1.35 1.35 1.35 1.35 
Canada-U.S. Spreads 
Can - U.S. T-Bill Spread 0.10 0.25 0.05 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 
Can - U.S. 10-Year Bond Spread 0.01 -0.14 -0.10 -0.05 -0.05 -0.05 -0.05 -0.05 -0.10 0.00 0.00 0.00 

F: Forecast by TD Economics as at September 2020. All forecasts are end-of-period. 
Source: Bloomberg, Bank of Canada, Federal Reserve , TD Economics. 

Foreign Exchange Outlook 

Currency Exchange rate 
2020 2021 2022 

Ql Q2 Q3F Q4F QlF Q2F Q3F Q4F QlF Q2 F Q3F Q4F 
Exchanae rate to U.S. dollar 
Euro USD per EUR 110 1.12 1 .19 1.19 1.2 0 1.21 1.23 1.24 1.25 1.25 1.25 1.25 
UK pound USD per GBP 1.25 1.24 1.29 1.31 1.33 1.34 1.36 1. 37 1.38 1 .40 1.40 1.40 
Japanese yen JPY per USD 108 108 106 105 105 104 104 103 103 103 103 102 

Chinese renminbi CNY per USD 708 7.07 6 .80 6.90 6.90 6.80 6.80 6.80 6.80 6.80 6.80 6.80 

Exchange rate to Canadian dollar 
U.S. dollar USD per CAD 0.71 0.74 0.76 0.77 0.78 0.78 0.78 0.77 0.77 0 .77 0.77 0.77 
Euro CAD per EUR 1.56 1.53 1.56 1.55 1.55 1.55 1.58 1.61 1.63 1 .63 1.63 1.63 

UK pound CAD perGBP 1.76 1.68 1 .69 1.70 1.72 1.72 1.75 1.78 1.80 1.82 1.82 1.82 

Japanese yen JPY per CAD 76.1 79.2 80.5 80.8 81.0 81.3 80.2 79.4 79.2 79.0 78.8 78.7 
Chinese renminbi CNY per CAD 5.01 5.20 5.19 5.31 5.35 5.31 5.27 5.23 5.23 5.23 5.23 5.23 

F: Forecast by TD Economics as at September 2020. A ll forecasts are e nd-of-perio d. 

Source: Bloom be rg, Bank of Ca nada, Federal Reserve, TD Economics. 

Commodity Price Outlook 
2020 2021 2022 

Q1 Q2 Q3F Q4F Q1F Q2F Q3 F Q4F Q1F Q2F Q3F Q4F 
Crude O il (WTI , $US/bbl) 46 28 40 41 42 44 48 49 49 49 50 50 
Natural Gas ($US/MM Btu) 1.91 1. 71 2.20 2 .60 2.90 2.95 2 .95 3.10 3.1 2 3.13 3 .15 3 .16 
Gold ($US/troy oz. ) 1582 1714 1925 1950 1925 1850 1800 1775 1750 1725 1700 1675 
S ilver ($US/troy oz.) 16.90 16 .38 25.00 26.00 23.50 23.00 22.50 22.00 21 .70 21.39 21.08 20.75 
Copper (cents/lb) 255 243 295 290 260 263 275 281 282 282 283 284 
Nickel ($US/lb) 5.76 5.56 6 .50 6.40 6.00 6.05 6 .25 6.30 6.32 6.33 6 .35 6.36 
Aluminum (cents/lb) 77 68 77 75 73 73 73 73 73 74 74 74 
Wheat ($US/bu) 6 .60 6.46 6.30 6.40 6.46 6.60 6 .63 6.66 6.70 6.73 6 .76 6 .80 
F: Forecast by TD Economics as at September 2020. A ll forecasts are period averages. 
Source: Bloomberg, TD Economics, USDA (Haver). 

http://economics.td.com W @TD_Economics 
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Canadian Economic Outlook 

Period-Over-Period Annualized Per Cent Change Unless Otherwise Indicated 

2020 2021 2022 Annual Average 4th Qtr/4th Qtr 

Q1 Q2 Q3F Q4F Q1F Q2F Q3F Q4F Q1F Q2F Q3F Q4F 20F 21F 22F 20F 21F 22F 

Real GDP -8.2 -38.7 47.3 2.1 2.6 2.9 4.0 4.1 3 .5 3.1 2.1 1.6 -5.6 4.1 3.2 -4.1 3 .4 2.6 

Consumer Expenditure -12.4 -43.0 43.4 4.0 2.9 4.6 5.3 5.6 4.7 3.8 2.2 1.5 -8.0 4.3 4.2 -7.1 4.6 3.0 

Durable Goods -31.1 -49.8 80.0 8.2 4.5 3.1 2.3 1.7 1.5 1.5 1.4 1.4 -13.5 6.5 1.7 -9.4 2.9 1.5 

Business Investment -2.0 -52.8 40.6 4.1 2.9 4.9 5.0 5.4 5.6 4.9 3.9 3.4 -10.4 2.7 5.0 -9.3 4.6 4.4 

Non-Res. Structures 6.9 -51.5 40.0 -1.0 -0.5 2.5 3.0 4.3 5.0 4.7 3.7 3.5 -6.2 0.3 4.1 -7.9 2.3 4.2 

Equipment & IPP* -11.3 -54.2 41.2 10.6 7.1 7.7 7.3 6.7 6.2 5.1 4.1 3.2 - 14.7 5.7 5.9 -10.7 7 .2 4.7 

Residential Investment -3.0 -47.6 150.0 -3.5 -3.0 1.5 0.5 1.0 1.3 1.7 1.8 2.0 1.0 6.2 1.3 5.2 0.0 1.7 

Govt. Expenditure -0.2 -11.6 9.9 1.8 1.6 1.4 1.4 1.4 1.6 1.6 1.6 1.7 -0.5 1.7 1.5 -0.3 1.5 1.6 

Final Domestic Demand -7.5 -37.4 38.9 2.9 2.2 3.6 3.9 4.1 3 .7 3.2 2.2 1.8 -5.7 3.6 3.4 -4.7 3.4 2.7 

Exports -8.6 -55.6 90.8 3.3 3.1 5.5 8.9 7.0 2.8 2.9 2.9 2.9 -8.9 6.8 4.5 -5.5 6.1 2.9 

Imports -9.9 -64.1 121. 1 2.9 3.2 8.0 8.8 7.3 3.3 3.2 3.1 3.2 - 11.4 7.6 4.9 -7.4 6.8 3.2 

Change in Non-farm 
Inventories (2012 $Bn) 3.1 -40.2 4.5 0.3 2.3 2.8 3.0 3.0 2.8 2.5 2.3 2.0 -8.1 2.8 2.4 -- -- --
Final Sales -6.6 -31.5 26.2 3.7 1.8 3.5 3.8 4.1 3 .8 3.3 2.2 1.8 -4.7 3.0 3.4 -4.4 3.3 2.8 

International Current 

Account Balance ($Bn) -52.9 -34.5 -59.6 -57.9 -59.5 -65.6 -67.8 -70.3 -72.2 -73.7 -74.8 -76.2 -51.2 -65.8 -74.2 -- -- --
% of GDP -2.3 -1.7 -2.7 -2.6 -2.6 -2.9 -2.9 -3.0 -3.0 -3.1 -3.1 -3.1 -2.4 -2.9 -3.1 -- -- --

Pre-tax Corp. Profits -32.8 -67.8 115.0 75.0 30.0 10.0 7.0 3.7 3.7 3.7 3.7 3.5 -16.2 24.1 4.5 -5.1 12.2 3.6 

% of GDP 11.4 9.8 10.7 12.2 12.9 13.0 13.1 13.0 12.9 12.9 12.9 12.9 11. 1 130 12.9 -- -- --

GDP Deflator (y/y) 1.5 -0.8 -0.2 -0.4 0.6 2.2 2.0 1.8 1.9 1.9 2.0 2.0 0.0 1.6 1.9 -0.4 1.8 2.0 

Nominal GDP -9.9 -41.5 50.9 4.8 4.5 4.7 5.8 6.0 5 .6 5.1 4.1 3.6 -5.6 5.8 5.2 -4.5 5 .3 4.6 

Labour Force -3.3 -17.1 21.3 6.3 2.3 0.3 0.7 0.7 0.8 0.7 0.6 0.6 -1.1 3.2 0.7 0.8 1.0 0.7 

Employment -5.8 -38.4 37.0 11.1 4.6 3.8 2.9 2.8 2.2 1.5 1.3 1.3 -5.3 5.3 2.2 -3.0 3 .5 1.6 

Change in Empl. ('000s) -282 -2147 1369 484 208 175 134 131 107 72 65 62 -1013 949 417 -577 647 306 

Unemployment Rate(%) 6.3 13.0 10.3 9.3 8.8 8.0 7.5 7.1 6.7 6.5 6.4 6.2 9.7 7.9 6.5 -- -- --

Personal Disp. Income 5.1 50.9 -10.9 -1.4 -1 .0 -14.4 4.5 3.1 2.3 2.8 2.9 3.0 9.7 - 1.6 1.8 8.6 -2.3 2.7 

Pers. Savings Rate(%) 7.6 28.2 18.2 16.6 15.2 10.4 9.7 8.6 7.5 6.7 6.4 6.3 17.6 11.0 6.7 -- -- --

Cons. Price Index (y/y) 1.8 0.1 0.5 0.5 0.9 2.2 1.9 2.0 ~ 2.1 2.1 2.1 0.7 1.7 2.1 0.5 2.0 2.1 

CPIX (y/y)** 1.7 1.1 0.8 0.9 1. 1 1.7 2.0 2.0 2.0 2.0 2.0 2.0 1.1 1.7 2.0 0.9 2.0 2.0 

BoC Inflation ( y/y)*** 1.9 1.7 1.3 1.5 1.7 1.9 1.9 2.0 2.1 2.1 2.2 2.1 1.6 1.9 2.1 1.5 2.0 2.1 

Housing Starts ('000s) 209 191 241 208 210 211 212 213 212 207 205 204 212 212 207 -- -- --
Home Prices (y/y) 13.1 3.2 17.0 14.7 6.9 9.7 -7.3 -7.1 -1.6 1.3 1.6 1.8 12.1 0.0 0.8 14.7 -7.1 1.8 

Real GDP/ worker (y/y) -0.5 -0.8 1.0 -1.1 -0.9 -1.0 -2.5 -0.1 0.7 1.3 1.2 1.0 -0.3 - 1.1 1.0 -1. 1 -0.1 1.0 

F: Forecast by TD Economics as at September 2020 

Home price measure shown is the CREA Composite Sale Price. 

• Intellectual Property Products. ·· CPIX: CPI excluding the 8 most volatile components . · · · Boe Inflation: simple average of CPI-trim. CP~median, and CPI- common. 

Source: Statistics Canada, Bank of Canada, Canada Mortgage and Housing Corporation, Haver Analytics, TD Economics. 

http://economics.td.com W @TD_Economics 
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Economic forecast detail - Canada 

Real growth in the economy 
Quarter-over-quarter annualized % change unless otherwise indicated 

2019 2020 2021 year-over-year % change 

Ql ~ ~ ~ Ql ~ ~ ~ Ql ~ ~ ~ 2018 2019 2020f 2021F 

Household Consumption 2.4 0.4 2.2 1.8 -12.4 -43.0 35.3 7.7 4.5 4.2 5.2 5.4 2.2 1.6 -8.5 4.5 

Durables 5.1 -3.0 0.8 -1.3 -31.1 -49.8 56.5 9.2 4.2 2.8 3.2 3.5 1.7 0.4 -15.0 5.0 

Semi-Durables 2.6 1.6 1.2 -2.8 -35.7 -42.7 53.3 9.5 4.5 3.0 2.8 3.0 1.7 1.4 -14.5 5.8 

Non-durables 1.5 -0.4 1.9 1.1 12.2 -13.8 12.5 5.2 3.5 3.5 4.0 4.5 1.8 1.0 2.3 3.8 

Services 2.1 1.4 2.8 3.3 -14.0 -51.8 40.2 8.5 5.0 5.0 6.5 6.5 2.5 2.2 -10.8 4.4 

NPISH consumption 5.2 -0.5 0.9 2.8 -4.0 -39.9 38.0 7.7 4.5 4.2 5.2 5.4 2.2 1.6 -5.2 5.1 

Government expenditures 1.6 1.9 1.6 1.5 -1 .1 -10.4 7.5 4.5 3.5 3.0 3.0 3.0 3.0 2.1 -0.6 3.1 
Government fixed investment 11.1 -7.4 9.4 -1.4 5.0 -17.9 12.5 8.2 3.0 2.0 2.5 2.5 5.2 -0.3 -0.1 3.3 

Residential investment -4.0 7.2 13.8 1.2 -3.0 -47.6 50.2 8.6 7.0 6.0 6.0 6.0 -1.6 -0.6 -4.7 6.5 

Non-residential investment 21.5 -7.8 3.1 -4.8 -2.7 -56.7 36.7 23.1 6.8 5.3 5.5 6.5 1.4 0.4 -11.3 6.2 

Non-residential structures 6.9 1.6 7.7 0.7 6.9 -51.5 20.4 15.2 9.5 5.5 4.2 4.2 -0.6 0.7 -7.0 4.4 

Machinery ft equipment 46.9 -20.3 -3.7 -13.2 -17.2 -64.6 66.5 37.5 7.5 5.0 6.0 7.8 4.7 -0.1 -18.1 9.8 

Intellectual property -17.0 2.4 1.1 -6.9 1.9 -27.7 25.5 3.0 2.5 1.0 1.0 1.0 3.9 -4.8 -3.5 2.3 

Final domestic demand 3.4 0.1 3.2 0.8 -7.5 -37.4 28.7 8.2 4.5 4.0 4.6 4.8 2.1 1.3 -6.3 4.4 

Exports -2.7 9.0 -0.4 -4.5 -8.6 -55.6 55.0 16.0 3.5 2.0 2.6 2.5 3.1 1.3 -10.6 4.7 

Imports 10.0 -4.4 0.2 -3.2 ~-9 -64.1 61.2 13.2 2.0 2.0 2.0 1.8 2.6 0.6 -14.4 2.7 

Inventories (change in Sb) 23.8 18.8 8.4 9.4 4.3 -37.9 23.0 8.8 4.0 4.0 5.0 5.0 13.0 15.1 -0.4 4.5 

Real gross domestic product 1.2 3.2 1.1 0.6 -8.2 -38. 7 40.0 6.0 4.0 4.0 5.0 5.0 2.0 1.7 -6.0 4.9 

Other indicators 
Year-over-year% change unless otherwise indicated 

Business and labour 

Productivity 0.8 0.3 0.3 0.7 4.3 14.8 15.3 14.1 9.2 -0.6 -0.7 1.1 -0.1 0.5 12.1 2.1 

Pre-tax corporate profits -3.5 3.4 -5.4 5.5 -6.1 -35.1 -11.7 -7.5 4.1 42.1 13.5 12.8 2.5 -0.1 -15.5 16.6 

Unemployment rate (%)* 5.8 5.6 5.6 5.7 6.3 13.0 10.1 8.5 8.1 7.7 7.4 7.0 5.8 5.7 9.5 7.6 

Inflation 

Headline CPI 1.6 2.1 1.9 2.1 1.8 0.0 0.2 0.2 0.3 1.3 1.2 G 2.3 1.9 0.6 1.0 

CPI ex. food and energy 1.9 2.3 2.2 1.9 1.8 1.0 0.5 0.8 0.6 1.3 1.6 1.6 1.9 2.1 1.0 1.3 

External trade 

Current account balance (Sb)* -69.3 -35.7 -45.9 -37.2 -52.9 -34.5 -42.6 -29.8 -25.8 -22.2 -19.0 -10.1 -222.0 -188.0 -40.0 -19.3 

% of GDP* -3.1 -1.5 -2.0 -1.6 -2.3 -1.7 -2.0 -1.3 -1.1 -1.0 -0.8 -0.4 -10.0 -8.5 -1.7 -0.9 

Housing starts (000s)* 187 224 223 201 209 191 238 200 193 1n 145 177 213 209 190 155 

Motor vehicle sales (mill., saar)* 2.00 1.97 1.98 1.90 1.58 1.03 1.83 1.84 1.84 1.85 1.86 1.87 2.04 1.96 1.57 1.86 

*Period average 
Source: Statistics Canada, RBC Economics 
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Financial market forecast detail 
Interest rates-North America 
%, end of period 

.!2ill. .1.2ill .12ill. 19Q4 lQQ1 20Q2 20Q3 fQQ1 llQ.1 11Qf 1.1.ill 21Q4 2018 2019 2020F 2021F 
Canada 
Overnight 1.75 1.75 1.75 1.75 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 1.75 1. 75 0.25 0.25 
Three-month 1.67 1.66 1.65 1.66 0.21 0.20 0.20 0.20 0.20 0.25 0.25 0.25 1.64 1.66 0.20 0.25 
Two-year 1.55 1.47 1.58 1. 70 0.42 0.29 0.30 0.30 0.30 0.30 0.35 0.35 1.86 1. 70 0.30 0.35 
Five-year 1.52 1.39 1.40 1.69 0.59 0.37 0.40 0.40 0.45 0.50 0.60 0.65 1.89 1.69 0.40 0.65 
10-year 1.62 1.47 1.36 1.70 0.70 0.53 0.55 0.60 0.65 0.70 0.80 0.90 1.97 1. 70 0.60 0.90 
30-year 1.89 1.69 1. 53 1. 76 1.31 0.99 1.05 1.15 1.25 I 1.30 1.35 1.40 I 2.18 1. 76 1. 15 1.40 
Yield curve (10s-2s) 7 0 -22 0 28 24 25 30 35 40 45 55 11 0 30 55 

United States 
Fed funds* 2.50 2.50 2.00 1. 75 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 2.50 1. 75 0.25 0.25 
Three-month 2.40 2.12 1.88 1.55 0.11 0.16 0.15 0.15 0.15 0.15 0.15 0.15 2.45 1.55 0.15 0.15 
Two-year 2.27 1.75 1.63 1.58 0.23 0.16 0.20 0.20 0.20 0.20 0.25 0.25 2.48 1.58 0.20 0.25 
Five-year 2.23 1.76 1.55 1.69 0.37 0.29 0.30 0.30 0.35 0.40 0.45 0.50 2. 51 1.69 0.30 0.50 
10-year 2.41 2.00 1.68 1.92 0.70 0.66 0.65 0.75 0.80 0.85 0.95 1.00 2.69 1.92 0.75 1.00 
30-year 2.81 2.52 2.12 2.39 1.35 1.41 1.45 1.50 1. 55 1.60 1.65 1.70 3.02 2.39 1.50 1.70 
Yield curve (10s-2s) 14 25 5 34 47 50 45 55 60 65 70 75 21 34 55 75 

Yield spreads 
Three-month T-bills -0.73 -0.46 -0.23 0.11 0.10 0.04 0.05 0.05 0.05 0.10 0.10 0.10 -0.81 0.11 0.05 0.10 
Two-year -0.72 -0.28 -0.05 0.12 0.19 0.13 0.10 0.10 0. 10 0.10 0.10 0.10 -0.62 0.12 0.10 0.10 
Five-year -0. 71 -0.37 -0.15 0.00 0.22 0.08 0.10 0.10 0.10 0.10 0.15 0.15 -0.62 0.00 0.10 0.15 
10-year -0.79 -0.53 -0.32 -0.22 0.00 -0.13 -0.10 -0.15 -0.15 -0.15 -0.15 -0.10 -0.72 -0.22 -0.15 -0.10 
30-year -0.92 -0.83 -0.59 -0.63 -0.04 -0.42 -0.40 -0.35 -0.30 -0.30 -0.30 -0.30 -0.84 -0.63 -0.35 -0.30 

Note: Interest Rates are end of period rates.• Top of 25 basis point range 

Interest rates-International 
%, end of period 

.12.Q.1 .12.Ql .!2ill. 19Q4 l.QQj_ 20Q2 20Q3 lQQ1 llili l1.Ql l1.Ql 21Q4 2018 2019 2020F 2021F ----

United Kingdom 
Repo 0.75 0.75 0.75 0.75 0.10 0.10 0.10 0.10 -0.15 -0.15 -0. 15 -0.15 0.75 0.75 0.10 -0.15 
Two-year 0.63 0.62 0.37 0.54 0.13 -0.08 -0.10 -0.10 -0.25 -0.15 -0.10 -0.10 0.75 0.54 -0.10 -0.10 
10-year 0.99 0.84 0.49 0.83 0.34 0.17 0.15 0.10 0.15 0.20 0.25 0.30 1.27 0.83 0.10 0.30 

Euro Area 
Deposit rate -0.40 -0.40 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.40 -0.50 -0.50 -0.50 
Two-year -0.60 -0.73 -0.74 -0.59 -0.69 -0.69 -0.60 -0.60 -0.60 -0.60 -0.60 -0.60 -0.59 -0.59 -0.60 -0.60 
10-year -0.07 -0.33 -0.58 -0.19 -0.48 -0.45 -0.50 -0.40 -0.35 -0.30 -0.25 -0.20 0.25 -0.19 -0.40 -0.20 

Australia 
Cash target rate 1.50 1.25 1.00 0.75 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 1. 50 0. 75 0.25 0.25 
Two-year 1.47 0.98 0.76 0.92 0.24 0.25 0.20 0.20 0.20 0.20 0.20 0.20 1.89 0.92 0.20 0.20 
10-year 1.78 1.32 1.01 1.37 0.77 0.87 0.85 0.85 0.90 0.95 0.95 0.90 2.32 1.37 0.85 0.90 

New Zealand 
Cash target rate 1.75 1.50 1.00 1.00 0.25 0.25 0.25 0.00 -0.25 -0.25 -0.25 -0.25 1.75 1.00 0.00 -0.25 
Two-year 1.62 1.35 0.92 1.25 0.52 0.19 0.00 -0.05 -0.10 -0.10 -0.10 -0.10 1.96 1.25 -0.05 -0.10 
10-year 2.15 1.78 1.20 1.78 0.92 o.n 0.45 0.50 0.50 0.50 0.60 0.65 2.64 1.78 0.50 0.65 



Laurentian Bank Forecast – October 2020 
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A INTRODUCTION 

1. The Insurance Corporation of British Columbia’s (ICBC) total corporate operating 

expenses are all costs to run ICBC’s Insurance and Non-insurance business, excluding claims 

payments, broker commissions, and premium taxes.  Autoplan Care Enhancements (ACE)1 

expense – the project delivering the new Enhanced Care Coverage, Rate Affordability Action 

Plan (RAAP)2 expense, costs associated with the Transformation Program (TP)3 completed in 

2016, and cost-recoverable government initiatives are excluded as these costs are not borne 

by Basic insurance premiums.  Certain investment management expenses are netted into 

investment income and therefore are also excluded.4  Total corporate operating expenses 

continue to be a small percentage of ICBC’s total costs, at approximately 11%.  Total 

corporate operating expenses are allocated between Basic insurance, Non-insurance, and 

Optional insurance using the BCUC-approved financial allocation methodology.   

2. In this Chapter, ICBC defines operating expenses as either controllable or  

non-controllable as some of ICBC’s operating expenses, such as year to year changes in 

pension and post-retirement benefit expense, are driven by factors that are mainly beyond 

ICBC’s direct control.  ICBC strives to keep controllable operating expenses as low as possible, 

while still ensuring it is adequately staffed to maintain appropriate service levels and manage 

claims.  ICBC continues to manage its controllable operating expenses, while making the 

necessary investments to ensure a successful transition to Enhanced Care.  The new  

care-based insurance system will provide significant savings in claims costs that will be passed 

on to ICBC customers through lower insurance rates and enhanced care and recovery 

benefits.  

  

                                                           
1 In accordance with the Government Directive of January 25, 2020 with respect to Funding Autoplan Care 
Enhancements (ACE) from Optional Insurance approved by Order in Council 46, February 6, 2020, ACE is 100% 
funded by Optional insurance.  All ACE costs prior to February 6, 2020 are allocated between Basic insurance and 
Optional insurance in accordance with the financial allocation methodology approved by the British Columbia Utilities 
Commission (BCUC).  
2 In accordance with the Government Directive of February 13, 2018 with respect to Funding Rate Affordability Action 
Plan (RAAP) from Optional Insurance approved by Order in Council 84, March 5, 2018, RAAP is 100% funded by 
Optional insurance.  All RAAP costs prior to March 5, 2018 are allocated between Basic insurance and Optional 
insurance in accordance with the BCUC-approved financial allocation methodology.  
3 In accordance with the Government Directive of April 19, 2010 with respect to the Transformation Program(TP) 
approved by Order in Council 222, April 29, 2010, TP was 100% funded from Optional insurance, up to $400 million.  
TP was completed in 2016 within the $400 million funding envelope.  Remaining are depreciation expenses related 
to capitalized costs. 
4 ICBC has transferred the management of its corporate investment portfolio to the British Columbia Investment 
Management Corporation (BCI).  The portfolio management fees are netted against the investment income and will 
not impact controllable costs.  This treatment is consistent with previous revenue requirements applications (RRAs) 
where certain investment management costs and fees were netted into investment income and therefore excluded 
from controllable costs. 
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A.1 OVERVIEW OF CORPORATE OPERATING EXPENSES  

3. ICBC has continued its focus on operational excellence to achieve key business 

objectives, and manage controllable operating expense pressures in 2019/20.   

4. In 2019/20, ICBC did not increase staffing5 and continued to manage the volume and 

complexity of claims, as well as provide a smooth transition to product reform implemented 

on April 1, 2019.  In 2020/21, staffing remained relatively consistent in the initial months of 

the year due to delays in recruiting and filling vacancies in response to lower claims volume 

during the state of emergency declared by the Government over the COVID-19 pandemic.  

However, with economic activity ramping up in the latter part of the fiscal year, resulting in 

an increase in traffic volume and number of crashes, staffing is expected to increase as 

recruitment resumes to fill vacancies to support partial recovery in claims volume and 

transition to Enhanced Care (effective May 1, 2021).  As a result, controllable operating 

expenses are expected to remain consistent in 2020/21 Outlook at $723 million compared to 

2019/20 Actual of $719 million.   

5. Controllable operating expenses are forecasted to increase to $763 million in 2021/22, 

$40 million higher than the 2020/21 outlook.  The increase is primarily driven by a staffing 

increase6 in claims-related areas to support the transition to Enhanced Care and to continue 

to manage and wind down tort claims.  As well, ICBC will also be filling vacancies to service 

claims as traffic and claims volumes move back towards pre-pandemic levels.  General salary 

increases for unionized employees (per the collective agreement) and other inflationary 

increases also impact the 2021/22 forecast.  Staffing in claims-related areas is expected to 

gradually reduce as injury claims that occurred prior to the implementation of Enhanced Care 

continue to settle and as experience is gained under Enhanced Care.  Further information is 

provided in Section D.1.1 of this Chapter. 

6. Controllable operating expenses are forecasted to slightly increase to $771 million in 

2022/23 and $784 million in 2023/24.  The increase is primarily driven by general salary 

                                                           
5 Increase in average full-time equivalents (FTEs) over 2019/20 reflect those hired in 2019/20 had worked for only 
part of the year.  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 a 
point in time. 
6 FTEs forecasts does not take into account the adverse impacts from a potential unfavourable outcome on the 
constitutional challenge of ICBC’s product reform (see Chapter 2, Appendix 2A).  If the outcome is unfavourable, it 
is expected that there will be an increase in the number of motor vehicle claims requiring litigation.  This will, in turn, 
increase the amount of work to be completed by defence counsel and the number of resource hours required to 
handle the increase in the number of litigated claims.  
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increases for unionized employees (per the collective agreement) and other inflationary 

increases.  

7. The 2020/21 outlook for pension and post-retirement benefit expense, which is part 

of the non-controllable portion of total corporate operating expenses, has decreased by 

$24 million from the 2019/20 actual.  This decrease is mainly driven by the increase in 

discount rate from 3.3% in 2019/20 to 3.9% in 2020/21.  Further information is provided in 

Section D.2 of this Chapter. 

8. The pension and post-retirement benefit expense is estimated to increase by 

$58 million in 2021/22 forecast mainly driven by a decrease in discount rate from 3.9% to 

2.7%.  As the pension and post-retirement benefit expense is based on a number of  

long-term assumptions at a point in time, this expense is held constant for 2022/23 and 

2023/24.  Further information is provided in Section D.2 of this Chapter. 

A.2 STRUCTURE OF THE CHAPTER  

9. The remainder of this Chapter sets out the following: 

 Section B explains how the operating expense amount used for Basic insurance 

ratemaking is derived using corporate operating expenses, and references the 

actuarial analysis where these expenses are used.   

 Section C explains how corporate operating expenses are allocated to Basic insurance. 

 Section D describes the corporate operating expenses by expense categories, with a 

focus on variances between the 2019/20 actual and the 2020/21 outlook, and between 

the 2020/21 outlook and the forecast years.  

 Section E contains concluding remarks. 

10. In the 2019 RRA, Chapter 7, Operating Expenses and Allocation Information, ICBC 

presented the variance between outlook versus actual and historical information on FTEs, 

compensation, and operating expenses by division in two separate appendices (i.e., 

Appendix 7B and Appendix 7C, respectively).  For simplicity and to reduce repetitive 

information of these appendices, this information has been consolidated into a single 

Appendix.  This Appendix has been moved to Chapter 7 Compliance Reporting, Appendix 7H 

Detailed Operating Expense Information.   

11. Similarly, ICBC is providing its updated cost allocation tables as part of its compliance 

reporting in Chapter 7, Appendix 7I Cost Allocation Tables (Appendix 7I) (previously included 
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as Appendix 7A in the 2019 RRA), as this appendix presents information of actual results from 

previous years.  Appendix 7I contains cost allocation tables showing detailed views of the 

amount of ICBC’s 2018/19 and 2019/20 corporate operating expenses that are allocated to 

Basic insurance, Non-insurance, and Optional insurance, using the BCUC-approved financial 

allocation methodology and the resulting allocation percentages. 

B OPERATING EXPENSES FOR ACTUARIAL RATE INDICATION 

12. The determination of the Basic insurance rate indication includes a forecast of the 

corporate operating expenses allocated to the Basic insurance line of business for the Policy 

Year (PY) 2021.7  As policies issued during PY 2021 remain in force until March 2024, this 

forecast includes periods to 2023/24, namely 2021/22, 2022/23, and 2023/24 fiscal years.  

13. As the determination of the Basic insurance rate indication includes a forecast of 

corporate operating expenses, the format of this Chapter has been revised from the 2019 RRA 

to distinguish between the forward-looking operating expenses for PY 2021 and the current 

year outlook / prior year expenses.  

14. The operating expense information presented in this Chapter includes 2019/20 actual 

(the previous year), 2020/21 outlook (the current year) and the 2021/22, 2022/23 and 

2023/24 forecasts (forecast years).  The 2020/21 outlook forms the basis for the 2021/22 

and future year forecasts. 

15. The operating expense forecasts are prepared based on the information available as 

of August 31, 2020.  The forecast years are developed using expected changes in business 

impacting cost drivers (transaction volume, initiatives in progress, key priorities, etc.).  ICBC 

used the following methods in developing the forecast years. 

 Compensation costs are forecasted based on the staffing projections for the forecast 

years as follows: 

o To forecast staffing requirements across claims-related roles (including First Notice 

of Loss, Injury/Recovery, Claims Customer Services, Material Damage, Claims 

Administration and Claims Legal Services), Insurance and Driver Licensing (DL) 

contact centres, Driver Licensing Office staff (including Driver Examiners and DL 

client service representatives), and Special Investigation Unit, ICBC uses an 

                                                           
7 Policy Year 2021 is the 23-month period beginning May 1, 2021 and ending March 31, 2023 in accordance with 
Special Direction IC2.  
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integrated staffing model, which uses projected business/work volumes (in the 

case of claims, actuarially forecasted claims intake by claims type and pending 

levels), productivity/workload benchmarks expectations, as well as retirement, 

promotion, and training assumptions. 

o For other business areas, where the integrated staffing model is not used, the 

staffing levels are determined based on the anticipated business needs, taking into 

account historical staffing levels, expected attrition, anticipated workload, and 

organizational initiatives and priorities.  

o Compensation costs are determined for each position based on known and 

approved compensation levels and estimated cost of employee benefits.  

 Non-compensation costs are forecasted based on previously negotiated contract 

prices, expected transaction volumes, inflation, and historical trends.  

16. The forecasts are developed after consulting with business leaders using high-level 

estimates and are not prepared at the same level of granularity as actuals and outlook, as 

the similar level of detail is not available for forecast years.  Senior management reviews 

these estimates to ensure it reflects anticipated business needs. 

B.1 FINANCIAL REPORTING VIEW OF OPERATING EXPENSES 

17. The financial reporting view shown in this Section describes ICBC’s operating expenses 

and how the components from that view are related to the rate indication.  Operating 

expenses are segmented into line of business components which are consistent with the 

presentation in ICBC’s consolidated financial statements.  The amounts in Figure 6.1 below 

represent total corporate operating expenses by line of business component, with the 

amounts allocated to Basic insurance derived by applying the BCUC-approved financial 

allocation methodology.  The Basic insurance portion of the five line of business components 

of operating expenses (Claims Services, Road Safety and Loss Management (RSLM), 

Administration and Other, Insurance Services, and Non-insurance Operations) are used in the 

PY 2021 Basic insurance rate indication.  
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Figure 6.1 – Total Corporate Operating Expenses by Line of Business and Allocation to Basic Insurance  

($ Millions) 2019/20 Actual 2020/21 Outlook 2021/22 Forecast 2022/23 Forecast 2023/24 Forecast 

Operating 

Expense 

Components1 

Corporate 

(A) 

Basic 

(B) 

Basic % 

(C=B/A) 

Corporate 

(D) 

Basic 

(E) 

Basic % 

(F=E/D) 

Corporate 

(G) 

Basic 

(H) 

Basic % 

(I=H/G) 

Corporate 

(J) 

Basic 

(K) 

Basic % 

(L=K/J) 

Corporate 

(M) 

Basic 

(N) 

Basic % 

(O=N/M) 

Claims Services  $399 $265 67% $388 $258 67% $449 $312 69% $442 $302 68% $439 $296 67% 

Road Safety and 

Loss Management 

(RSLM) 

56 48 87% 52 44 85% 58 49 86% 59 51 86% 61 53 86% 

Administration 

and Other  
132 65 49% 123 58 47% 146 70 48% 153 74 48% 159 79 49% 

Insurance 

Services 
122 67 55% 123 70 56% 114 66 58% 117 67 57% 120 69 57% 

Non-insurance 

Operations 
110 110 100% 107 107 100% 124 124 100% 128 128 100% 132 132 100% 

Total Corporate 

Operating 

Expenses2 

$818 $555 68% $792 $537 68% $891 $620 70% $899 $621 69% $912 $628 69% 

1 Rounding may affect totals and percentages. 
2 Total Corporate Operating Expenses under columns A, D, G, J and M correspond to Figure 6.3, Total Corporate Operating Expenses for 2019/20 Actual, 2020/21 
Outlook, 2021/22 Forecast, 2022/23 Forecast, and 2023/24 Forecast. 
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18. RSLM, Administration and Other, Insurance Services, and Non-insurance Operations 

expenses for the prospective policy period are derived directly from 2021/22 and from future 

year forecasts, while Claims Services costs for the prospective policy period are estimated 

based on actuarial methodology.  Claims Services costs shown in Figure 6.1 are operating 

expenses for handling claims associated with policies written before and after May 1, 2021.  

Only the portion that relates to claims associated with PY 2021 policies is used in the rate 

indication, which is only a subset of the amount shown in Figure 6.1, and the calculation is 

explained in the actuarial chapter.  Please see Chapter 3, Actuarial Rate Level Indication 

Analysis, for more information regarding Unallocated Loss Adjustment Expenses (ULAE).8  The 

operating expenses components of the Basic rate indication are shown in Chapter 3, 

Appendix A.1.  

C ALLOCATION OF TOTAL CORPORATE OPERATING EXPENSES 

19. This Section discusses the portion of ICBC’s outlook and forecast for total corporate 

operating expenses that are allocated to the Basic insurance line of business by applying the 

BCUC-approved financial allocation methodology.  ICBC is not proposing alterations to 

allocation methodologies for total corporate operating expenses in this Application; however, 

as discussed in Section C.2, ICBC is proposing that the review of ICBC’s financial allocation 

methodology that ICBC was directed to file in December 2022, be deferred to December 2023. 

C.1 ALLOCATION PERCENTAGE CHANGE RELATED TO STAFFING LEVELS 

20. As shown in Chapter 7, Appendix 7I, Section G, the percentage of total corporate 

operating expenses allocated to Basic insurance has remained consistent over the past several 

fiscal periods, at 67% to 68%.  

21. In moving to the new Enhanced Care model on May 1, 2021, as shown in Figure 6.1 

above, the percentage of total corporate operating expenses allocated to Basic insurance is 

forecast to increase slightly to between 69% and 70% over the forecast fiscal periods beyond 

May 2021. 

22. Figure 6.2 below is provided for illustrative purposes.  The figure shows how claims 

services salaries, benefits, and pension expenses are expected to change as a result of the  

transition from handling injury claims under the tort-based system (blue segment) to handling 

                                                           
8 The abbreviation ULAE refers to ‘unallocated loss adjustment expenses’, which are considered to be claims-related 
costs in the actuarial analysis in Chapter 3, Actuarial Rate Level Indication Analysis. 
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mainly enhanced accident benefit (EAB) 9 claims under Enhanced Care (green segment).  The 

figure also shows that similar expenses for other claims staff (orange segment) remains fairly 

constant – with the exception of 2020/21, which is lower, driven primarily by lower pension 

expense and lower staffing in response to lower claims volume during the COVID-19 pandemic 

state of emergency.  For 2019/20 and 2020/21, injury and legal staff are handling injury 

claims under the tort-based systems.  With the implementation of Enhanced Care on 

May 1, 2021, newly opened injury claims from that point on will mainly be EAB.  Expenses for 

injury adjusting and legal staff handling and defending claims under the tort-based systems 

will be reduced as these claims settle and diminish in volume over time. 

Figure 6.2 – Claims Services Salaries, Benefits, and Pension Expenses 

   
1  Claims services salaries, benefits, and pension expenses are at a high level of detail only, for illustrative purposes. 
2   Injury Tort includes expenses for injury and legal staff handling injury claims under the tort-based systems. 

23. The slight increase in the allocation to Basic insurance primarily arises because of the 

transition to Enhanced Care.  Expenses to handle EAB claims will be allocated 100% to Basic 

insurance, while 95% to 100% of the expenses for injury adjusting and in-house legal staff 

under the tort-based system are allocated to Basic insurance.  Thus, the transition to 

                                                           
9 There will still be a very small number of tort claims that may arise under the Enhanced Care model. 
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Enhanced Care model results in only a small increase in the allocation of claims services 

expense to Basic insurance.  

C.2 ICBC PROPOSES TO DEFER ALLOCATION METHODOLOGY REVIEW  

24.  Up until the implementation of Enhanced Care on May 1, 2021, ICBC does not 

anticipate any significant organizational changes that impact allocation methodologies; 

therefore, ICBC is not proposing alterations to allocation methodologies for total corporate 

operating expenses in this Application.   

25. In its Decision on the 2019 RRA, the BCUC directed ICBC to: 

…review the financial allocation methodology for total corporate operating 

expenses allocated to the Basic insurance line of business following the 

implementation of RAAP initiatives, and to report its findings and any 

recommendations to the BCUC as part of its general rate change application for 

PY 2023, which is scheduled to be filed by December 15, 202210. 

26. The changeover from a tort-based system to the Enhanced Care model and resulting 

organizational changes, may impact allocation methodologies in the future.  ICBC anticipates 

that it will take at least two to three years of operation under Enhanced Care in order for the 

data under the new model to develop and to inform an updated financial allocation 

methodology.  In order to comply with the above BCUC direction, an allocation filing for 

operating expenses for PY 2023 would be required to be filed in December 2022.  Allowing 

for time to prepare an allocation filing in December 2022, ICBC would only have data reflective 

of one year of operation under Enhanced Care.  ICBC anticipates that this would likely result 

in rework as more data under Enhanced Care becomes available and expenses related to the 

tort-based systems winds down.  As such, ICBC proposes to delay this filing to the following 

year until December 2023 in order to include further development of the claims and insurance 

data for the allocation filing.  Delaying the allocation filing for a year will also allow ICBC to 

undertake a full financial allocation methodology review, including claims and premium data.  

There are certain efficiencies created for ICBC to undertake a full financial allocation 

methodology review rather than doing so separately for corporate operating expenses and 

then subsequently for claims and premium data.   

  

                                                           
10 Order G-192-19, page 28. 
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D COST DRIVERS AFFECTING TOTAL CORPORATE OPERATING 

EXPENSES 

27. In this Section, ICBC discusses total corporate operating expenses, including the 

2019/20 actual results, 2020/21 outlook and a forecast for 2021/22 fiscal year to 2023/24 

fiscal year.  Figure 6.3 summarizes total corporate operating expenses by expense category.  

Key drivers explaining the variances between the 2019/20 actual and 2020/21 outlook 

amounts and forecast years are addressed in the paragraphs that follow this figure.  ICBC’s 

total corporate operating expenses are expected to increase on average 2.8% year over year 

between 2019/20 and 2023/24.  The increase is primarily driven by general salary increases 

for unionized employees (per the collective agreement) and other inflationary increases. 

Furthermore,  the additional staffing requirements in 2021/22 attributed to the transition to 

Enhanced Care is expected to gradually reduce as injury claims that occurred prior to the 

implementation of Enhanced Care continue to settle and as experience is gained under 

Enhanced Care.  The decrease in FTEs in 2022/23 and 2023/24 offsets the general salary 

increase and other inflationary increases.  

D.1 CORPORATE OPERATING EXPENSES BY EXPENSE CATEGORY 

28. Figure 6.3 presents Corporate Operating Expenses by expense category.11  The 

subsections that follow expand on the drivers behind increases in various expense categories.  

  

                                                           
11 The presentation of Corporate Operating Expenses by expense category (i.e., Figure 6.3) has changed from prior 
RRAs.  For projecting into outer years and for simplification, some of the operating expense categories have been 
grouped to address expenses of a similar nature. 
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Figure 6.3 – Corporate Operating Expenses by Expense Category 

($ Millions)1 
2019/20  

Actual 

2020/21 

Outlook 

2021/22 

Forecast 

2022/23 

Forecast 

2023/24 

Forecast 

Net Compensation  $451 $454 $493 $492 $497 

Professional, Administrative, 
and Other Expenses 

144 134 146 152 158 

Project and Depreciation 

Expenses 
50 58 59 60 59 

Merchant Fees 43 45 32 33 35 

Road Improvements and 
Traffic Safety  

32 32 33 35 36 

Controllable Operating 

Expenses 
$719 $723 $763 $771 $784 

Pension and Post-Retirement 

Benefit Expense 
92 68 126 126 126 

ACE, RAAP, Expense Pre-OIC2 7 1 1 1 1 

Total Corporate Operating 

Expenses 
$818 $792 $891 $899 $912 

1 Rounding may affect totals.   
2 In 2019/20, this line item represents project expenses and depreciation on capital spent prior to Order in Councils 
(OICs) 084/18 and 046/20 issued by the Government Directive to fund RAAP and ACE and expenses from Optional 
Insurance.  In 2020/21 and forecast years, it represents depreciation expense on capital spent prior to OIC.  

29. The controllable operating expenses outlook for 2020/21, as shown in Figure 6.3, is 

$723 million.  This reflects an increase of $4 million over the 2019/20 actual of $719 million.  

The increase is mainly due to higher project and depreciation expenses, compensation costs 

and merchant fees.  These increases are expected to be partially offset by lower professional, 

administrative, and other operating expenses.   

30. The controllable operating expenses forecast of $763 million for 2021/22 reflects an 

increase of $40 million over the 2020/21 outlook of $723 million.  The increase is driven by 

higher compensation costs due to staffing increases in claims-related areas to support 

transition to Enhanced Care and the resumption of recruitment to support the increase in 

claims as traffic volume returns to levels that existed prior to the COVID-19 pandemic and an 

increase in professional, administrative, and other expenses.  These increases are expected 

to be partially offset by lower merchant fees.  
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31. Controllable operating expenses are forecasted to slightly increase to $771 million in 

2022/23 and $784 million in 2023/24.  The increase is primarily driven by general salary 

increases for unionized employees (per the collective agreement) and other inflationary 

increases. 

32. Pension and post-retirement benefit expense is presented as a separate line item in 

Figure 6.3 to segregate changes in controllable operating expenses so that trends in operating 

expenses are not skewed by this item.  Pension and post-retirement benefit expense varies 

from year to year primarily due to external factors, such as valuation of the pension plan 

assets, market-based discount rate, inflation rate, life expectancy and extended health care 

cost trends.  The $24 million decrease in the 2020/21 outlook over the 2019/20 actual is 

mainly driven by an increase in the discount rate from 2019/20 to 2020/21.  Further 

information is provided in Section D.2 of this Chapter. 

33. The pension and post-retirement benefit expense is estimated to increase by 

$58 million in 2021/22 mainly driven by a decrease in the discount rate from 2020/21 to 

2021/22.  Further information is provided in Section D.2 of this Chapter.  As the pension and 

post-retirement benefit expense is based on a number of long-term assumptions at a point in 

time, this expense is held constant for 2022/23 and 2023/24. 

D.1.1 NET COMPENSATION  

34. The net compensation expense line item is the largest component of ICBC’s operating 

expenses.  It includes salaries and employee benefits, but does not include pension and post-

retirement benefit expense.  Employee benefits that are part of net compensation include 

extended health and dental, basic life insurance, Long Term Disability for Management and 

Confidential employees, WorkSafeBC, Employment Insurance (EI), Canada Pension Plan 

(CPP) costs, Medical Services Plan (MSP) – eliminated effective January 1, 2020, and 

Employee Health Tax (EHT).  In general, changes in ICBC’s compensation costs are 

attributable to a combination of factors including the number of FTEs, negotiated wage 

increases for unionized employees (as explained in paragraph 37), the mix of employees (i.e., 

Management, Bargaining Unit, professional, administrative, etc.), and changes in employee 

benefits costs or compensation levels in a particular year.   

35. Figure 6.4 presents net compensation details for 2019/20 actuals, the 2020/21 outlook 

and 2021/22 to 2023/24 forecasts.  Net compensation for 2019/20 actuals and 2020/21 

outlook is broken out by salaries (further broken out by employee group), employee benefits, 
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amounts charged to projects and performance based pay (Gainsharing).  The 2021/22, 

2022/23 and 2023/24 net compensation forecasts are estimates (as discussed in 

paragraph 15) and therefore, are presented at net compensation level.  Pension and post-

retirement benefit expense is presented separately. 

Figure 6.4 – Compensation Details  

($ Millions)1 
2019/20 

Actual 

2020/21 

Outlook 

2021/22 

Forecast 

2022/23 

Forecast 

2023/24 

Forecast 

Bargaining Unit $ 276 $ 275 

   

Management and Confidential 128 130 

Total Salaries 404 405 

Employee Benefits2 54 50 

Charged to Projects3 (11) (1) 

Gainsharing4 4 - - - - 

Net Compensation  

(excluding Pension and Post-
Retirement Benefit Expense) 

451 454 493 492 497 

Pension and Post-Retirement 
Benefit Expense 

92 68 126 126 126 

Total Compensation $ 543 $ 523 $ 619 $ 618 $ 623 

1 Rounding may affect totals. 
2 Employee benefits include employer contributions for extended health and dental benefits, basic life insurance, 
Long Term Disability for Management and Confidential employees, MSP (eliminated effective January 1, 2020), EHT 
(introduced effective January 1, 2019), WorkSafeBC, CPP, and EI. 
3 Charges to projects reflect employee compensation and contractor costs that are either capitalized, or charged to 
the projects expense category. 
4 Eliminated in 2020/21 and future periods.  

36. The 2020/21 outlook of net compensation is expected to remain consistent at 

$454 million compared to 2019/20 actual.  The decrease in employee benefits expenses (as 

discussed in Section D.1.1.2) and Gainsharing (as discussed in Section D.1.1.4) are expected 

to be offset with lower amounts charged out to projects (as discussed in Section D.1.1.3).  

37. The 2021/22 forecast for net compensation is $493 million, a $39 million increase over 

the 2020/21 outlook of $454 million, which is driven by several factors.  

 Total wages and salaries are expected to increase by approximately $26 million due 

to an increase in average FTEs to support the transition to Enhanced Care and the 
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resumption of recruitment to support the increase in claims as traffic volume returns 

to levels that existed prior to the COVID-19 pandemic, while continuing to manage 

and progressively wind down full tort (pre – April 1, 2019 claims) and modified tort 

(April 1, 2019 – April 30, 2021) claims.  

 General wage increases as negotiated under the Collective Agreement and reported 

and approved by the Public Sector Employers’ Council (PSEC) Secretariat, and 

individual length of service increases are expected to increase costs by approximately 

$10 million. 

 Other increases include net compensation increase due to changes in staff mix, 

individual job progression, promotion, and other factors.  

38. The net compensation is expected to remain consistent with 2021/22 forecast, 

$492 million in 2022/23 and $497 million in 2023/24.  The negotiated increases per the 

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

average FTEs.  Further information is provided in Section D.1.1.1 of this Chapter.  

39. Total salaries for both Bargaining Unit employees and Management and Confidential 

employees in 2020/21 outlook are consistent with 2019/20 actuals.  The decrease in 

Bargaining Unit salary costs due to lower FTEs (as discussed in paragraph 41) is expected to 

be offset with negotiated wage increases per the Collective Agreement (2019 – 2022).  The 

increase in Management & Confidential salary costs reflects higher FTEs (refer to Figure 6.5 

Average FTEs by Employee Group for details), individual job progression, promotion, and 

other factors. 

D.1.1.1 NUMBER OF FTES 

40. Figure 6.5 summarizes ICBC’s total actual FTEs12 and contractors13 from 2019/20 to 

2023/24 forecast, and provides a breakdown of the FTE count by employee group for 2019/20 

actual and 2020/21 outlook.  FTEs are expected to increase on average year over year by 

0.6% between 2019/20 to 2023/24.     

                                                           
12 Total ICBC FTEs exclude contractors as well as employees seconded to support RAAP and ACE (funded 100% by 
Optional insurance), FTEs working on cost recoverable government initiatives, and FTEs who are front-line investment 
managers.  TP ended in 2016/17; therefore, there are no associated FTEs in subsequent periods. Total FTEs reflect 
labour resources that support ICBC’s core operations, including projects that are not part of RAAP or ACE.  Discussion 
in this Chapter focuses on ICBC FTEs. 
13 Contractors support project work and temporarily backfill resources. Contractors may be retained to provide 
specialized skills not readily available at ICBC or to meet temporary fluctuations in workload. 
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Figure 6.5 – Average FTEs by Employee Group 

Average1 FTEs by 

Employee Group2 

2019/20 
Actual 

2020/21 
Outlook 

2021/22 
Forecast 

2022/23 
Forecast 

2023/24 
Forecast 

Bargaining Unit 4,287 4,168 

   

Management and Confidential 1,174 1,180 

Total ICBC FTEs 5,461 5,349 5,750 5,668 5,590 

Contractors 22 9 18 39 39 

Total FTEs 5,482 5,358 5,768 5,707 5,629 

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. 

41. The 2020/21 outlook for the Bargaining Unit of 4,168 FTEs is lower than 2019/20 

actual of 4,287 FTEs by 119 FTEs mainly due to more resources being assigned to support 

the ACE project.  With ACE being 100% funded by Optional Insurance, staff assigned to ACE 

are excluded from Total ICBC FTEs presented in this Chapter.  Staffing is also lower due to 

delays in recruiting and filling vacancies in response to lower claims volume because of the 

COVID-19 pandemic.   

42. In 2021/22, staffing is expected to increase by 401 FTEs to 5,750 FTEs, over 2020/21 

outlook of 5,349 FTEs.  This increase is primarily due to claims-related hiring to support the 

transition to Enhanced Care and the resumption of recruitment to support the increase in 

claims as traffic volume returns to pre-pandemic levels, while continuing to manage and 

progressively wind down full tort (pre – April 1, 2019 claims) and modified tort (April 1, 2019 

– April 30, 2021) claims.  The FTE increase reflected in Figure 6.5 also includes positions in 

Information Services due to resources returning from the ACE project.  These resources are 

expected to manage and maintain systems solutions and address other priorities that were 

postponed while ICBC was focused on Enhanced Care and delivering on key business 

strategies. 

43. The additional staffing requirements attributed to the transition to Enhanced Care is 

expected to gradually reduce as injury claims that occurred prior to the implementation of 

Enhanced Care continue to settle and as experience is gained under Enhanced Care.   

44. Overall, FTEs are forecast to reduce to 5,668 in 2022/23 and 5,590 in 2023/24.   



2021 RRA Chapter 6 – Operating Expenses and Allocation Information 

Insurance Corporation of British Columbia 6-16 
December 15, 2020 

D.1.1.2 EMPLOYEE BENEFITS 

45. As part of ICBC’s overall compensation for employees, ICBC provides employee 

benefits, such as employer contributions to extended health and dental benefits plan, basic 

life insurance, Long Term Disability for Management and Confidential employees, MSP 

(eliminated effective January 1, 2020), EHT, WorkSafeBC, CPP, and EI.   

46. Employee benefits are expected to decrease by $4 million from $54 million in the 

2019/20 actual to $50 million in the 2020/21 outlook.  The decrease in employee benefits 

costs is mainly due to lower FTEs (as discussed in Section D.1.1.1).  Also, in 2019/20, 

employee benefits were higher due to the timing of the implementation of the new EHT and 

the full elimination of MSP premiums.  This resulted in an overlap of payments for three 

months in Q4 2019/20, as MSP premiums were eliminated effective January 1, 2020. 

D.1.1.3 CHARGED TO PROJECTS 

47. Costs that are directly attributable and incremental to a project are charged to such 

projects according to ICBC internal guidelines.  The costs charged to projects include 

employee compensation and benefits and contractor costs that are either capitalized or 

expensed.  With ACE being 100% funded by Optional insurance after February 6, 2020, any 

costs related to resources assigned to ACE are excluded from this line item. 

48. Expenses charged to projects are expected to decrease by $10 million from $11 million 

in the 2019/20 actual to $1 million in the 2020/21 outlook.  The decrease is attributed to the 

exclusion of resources assigned to ACE projects, as these are 100% funded by Optional 

Insurance.  With the introduction of Enhanced Care on May 1, 2021, these resources will be 

reassigned to other corporate initiatives.  

D.1.1.4 GAINSHARING  

49. Gainsharing was historically part of ICBC’s compensation for Bargaining Unit 

employees. 

50. In 2013, the Public Sector Employers’ Council Secretariat (PSEC) provided direction to 

BC Public Sector Employers to seek to eliminate variable pay below the Executive level, to 

create consistency across the BC Public Sector.  In response to this mandate, and as part of 

the new Collective Agreement (2019 – 2022), MoveUP and ICBC have agreed to eliminate the 

Gainsharing plan effective April 1, 2020.  Under the terms of the agreement, ICBC will roll-in 

a portion of the Gainsharing target into base salary in two separate increases.  This means 
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that, for the affected employees, there will be a 0.78% salary increase effective 

September 1, 2020 and a further 1.0% salary increase effective March 1, 2021. 

D.1.2 PROFESSIONAL, ADMINISTRATIVE AND OTHER EXPENSES 

51. Professional, administrative and other expenses include Professional Services  

(i.e., costs for legal, actuarial, audit, and other miscellaneous services), computer costs, 

building operating expenses and other administrative expenses such as bad debts expenses, 

postage, outside information processing, printing stationery and supplies, telecommunication, 

advertising, travel and accommodation and other operating expenses. 

52. Professional, administrative and other expenses are expected to decrease by 

$10 million to $134 million in 2020/21 outlook, due to the following factors: 

 2019/20 included a one-time write-off of $7 million for Master Data Management 

(MDM) software and related components.  A significant portion of the asset was written 

off as the MDM software and related components were obsolete primarily due to 

changes in technology and future plans to move to a different platform.  Technology 

assets have a limited useful life due to advancing technology and changes in business 

requirements therefore obsolescence can be expected. 

 2020/21 outlook includes $4 million (2019/20- $2 million and 2020/21- $2 million) 

expense recovery due to Government’s decision for ICBC to retain costs of the Red-

Light Intersection Safety Cameras (at the historical 25% activation level) from the 

Traffic Fine Revenue remitted to the Province.  

53. Professional, administrative and other expenses are expected to increase by 

$12 million from $134 million in 2020/21 to $146 million in 2021/22, due to the following 

factors: 

 Inflationary increases and other contractual commitments such as    

a. Higher hardware and software support and maintenance.  

b. Building operating expenses due to an expected increase in operating expenses for 

existing facilities.  These include property tax, security, utilities, and other building 

operating expenses. 

c. Costs for legal, actuarial, audit, and other miscellaneous services. 

 Administrative expense pattern is expected to return to normal in 2021/22, compared 

to 2020/21, which was lower due to the COVID-19 pandemic state of emergency. 
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 2020/21 includes expense recovery for fiscal year 2019/20 from Government to retain 

the costs of Red-Light Intersection Safety Cameras from Traffic Fine Revenue remitted 

to the Province (as discussed in paragraph 52).  

54. These expenses are expected to increase from $146 million in 2021/22 to $152 million 

in 2022/23 and further to $158 million in 2023/24 due to inflationary increases, project 

sustainment expenses, and other contractual commitments. 

D.1.3 PROJECTS AND DEPRECIATION EXPENSES 

55. Project expenses reflect project costs, which are primarily information technology and 

facilities related projects, excluding TP, RAAP, and ACE projects.  It includes internal costs 

(e.g., compensation costs associated with FTEs charged to the projects) and external costs, 

such as professional fees and computer costs.  Each year, the project expenses budget is 

allocated to individual projects based on corporate priorities.  The actual project expenses 

vary based on initiatives being implemented, available resources, and allocation between 

capital and expense portions of the projects. 

56. Depreciation expenses are associated with capital expenditures from current and prior 

years.  ICBC’s capital expenditures comprise infrastructure required to meet business 

objectives, replacement of assets that have reached the end of their useful lives, and regular 

cyclical replacement of information technology and facility improvements.   

57. In 2020/21, projects and depreciation expenses are expected to increase by $8 million 

from $50 million to $58 million.  Of the $8 million increase, $4 million is due to a number of 

in-flight projects started in the prior fiscal year to support ICBC’s 2025 strategy.  These 

projects include Insurance Sales and Services Modernization (to offer online insurance 

purchasing options for the core insurance product), Data Governance, PolicyCenter 

Maintenance Support and other system enhancement projects to improve and modernize 

existing systems.  These projects have partial year costs in fiscal year 2019/20 and full year 

costs in 2020/21.  

58. The remaining $4 million increase is due to higher depreciation expense.  In 2020/21, 

ICBC transitioned to a new data analytics platform, which resulted in an acceleration reduction 

of useful life of some existing assets and increased depreciation expense by $2 million.   

A further increase of $2 million is due to partial year depreciation in 2019/20 and full 

depreciation in 2020/21. 
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59. In 2021/22, 2022/23 and 2023/24, project and depreciation expenses are expected 

to be consistent with 2020/21 outlook.  

D.1.4 MERCHANT FEES 

60. Merchant fees, or “interchange fees” as the term is used in the banking industry, are 

amounts paid for debit or credit card transactions.  The fees are determined by the transaction 

volume, type of credit or debit card product, and the financial institution.  Merchant fee 

increases/decreases are primarily a function of premium revenue as well as anticipated 

consumers’ use of various payment methods. 

61.   Merchant fees are expected to decrease by $13 million, from $45 million in 2020/21 

to $32 million in 2021/22, primarily due to a decrease in insurance premiums, resulting from 

the implementation of Enhanced Care (i.e. changes in the Optional Third Party Liability 

Extension and Basic coverage through the introduction of Basic Vehicle Damage Coverage).  

Thereafter, merchant fees are expected to grow by approximately $1 million - $2 million each 

year in 2022/23 and 2023/24 in line with anticipated growth in premium revenue.    

D.2 PENSION AND POST-RETIREMENT BENEFIT EXPENSE  

62. Pension and post-retirement benefit expense is heavily influenced by the discount rate, 

which is influenced by market factors beyond ICBC’s control.  The change in discount rate is 

the primary driver of the change in pension and post retirement benefit expense over the 

forecast period. 

63. ICBC contributes to defined benefit pension plans that provide pensions for employees 

other than certain employees of the former Motor Vehicle Branch.  Pensions are based on 

length of service and average earnings.  The pension plan assets are held in trust separately 

from ICBC’s assets. 

64. ICBC provides separate post-retirement benefits for Bargaining Unit retirees and for 

Management and Confidential retirees.  The Bargaining Unit plan provides for premium 

payments for MSP (eliminated effective January 1, 2020), and for extended health benefits in 

accordance with the Collective Agreement.  Eligible Bargaining Unit employees can also elect 

to purchase additional coverage through a voluntary plan at no cost to ICBC.  The 

Management and Confidential post-retirement benefit plan applies only to employees hired 

before September 1, 2013 and provides for premium payments for MSP (eliminated effective 

January 1, 2020), extended health benefits, and dental coverage.  There are no specific assets 

set aside to fund these benefits. 
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65. The 2020/21 outlook for pension and post-retirement benefit expense is $68 million, 

which is $24 million lower than the 2019/20 actual of $92 million.  The forecast pension and 

post-retirement benefit expense is determined by ICBC’s external pension actuary, Aon, at 

the beginning of each fiscal year based on the assumptions and financial position at the prior 

year’s end.  Pension and post-retirement benefit expense is subject to volatility resulting from 

changes in market-based discount rate for pension liabilities.  The change in the outlook for 

2020/21 as compared to the 2019/20 actual is due to the following main factors: 

 A decrease of $19 million due to a 60-basis-point increase in discount rate, from 3.3% 

in 2019/20 to 3.9% in 2020/21. 

 A decrease of $5 million due to an improvement in the net deficit position from 

$318 million to $156 million. 

66. The pension and post-retirement benefit expense14 is estimated to further increase by 

$58 million in the 2021/22 forecast due to the following factors: 

 An increase of $44 million due to a 120-basis-point decrease in discount rate, 3.9% in 

2020/21 to 2.7% in 2021/22.  

 An increase of $14 million due to a deterioration in the net deficit position from 

$156 million to $732 million. 

67. As the pension and post-retirement benefit expense is based on a number of  

long-term assumptions at a point in time, this expense is held constant for the 2022/23 and 

2023/24 forecasts. 

E CONCLUSION 

68. Total corporate operating expenses continue to be a small percentage of ICBC’s total 

costs, and controllable operating expenses are only a portion of these operating expenses.  

ICBC will continue its efforts to manage operating expenses in a low-cost manner, while also 

focusing on accountability, service and cost awareness.  ICBC will increase its staffing in 

claims-related areas to support the transition to Enhanced Care, while continuing to manage 

and progressively wind down injury claims.  Staffing in claims-related areas are expected to 

gradually reduce as injury claims that occurred prior to the implementation of Enhanced Care 

continue to settle and as experience is gained under Enhanced Care. 

                                                           
14 Based on AON estimates as of Aug 31, 2020. 
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A INTRODUCTION 

1. ICBC’s revenue requirements applications (RRA) have typically included compliance 

reporting in response to the British Columbia Utilities Commission’s (BCUC) directives 

discussed in Section B.  The compliance reporting provides a historical perspective and an 

outlook for the end of the fiscal year in which the filing of the RRA occurs.  The information 

provided generally does not impact the rate indication that is the subject of the RRA.   

2. This remains true for the compliance reporting in this Application.  The compliance 

reporting covers the period to the end of the 2020/21 fiscal year ending March 31, 2021.  It 

does not include projections for policy year (PY) 2021 that starts on May 1, 2021 

(contemporaneously with the new Enhanced Care model coming into effect).  There is, 

accordingly, a disconnect between the subject of compliance reporting and information 

supporting the rate indication for policies that come into effect from May 1, 2021, as set out 

in the first six chapters of the Application.    

3. In recognition of this disconnect, and to reduce the potential for confusion, ICBC has 

assembled all of the compliance reporting in one place in this Application – Chapter 7 – 

separate from the content more directly related to the requested rate change for PY 2021.  

The compliance reporting includes this introductory Chapter, with the compliance reporting 

contained in individual appendices to this chapter listed in Section B.  ICBC believes that the 

new structuring of this Application is a significant improvement in the presentation of the 

information, and intends to use it in future RRAs as well.  It ensures that all of the same 

historical and outlook information is still provided, without commingling it with the future-

oriented policy year information.   

B HOW THIS CHAPTER IS ORGANIZED  

4. The individual compliance reports in this Chapter are in accordance with BCUC 

directives as set out in Figure 7.1.  These detailed compliance reports are arranged as 

appendices to this Chapter. 
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Figure 7.1 – Compliance Reports 

Appendix BCUC Directive Reference Summary of Directives 
and Content of Appendices 

7A Performance 
Measures 

August 19, 2019 Decision on 
the 2019 RRA (Order 
G-192-19), page 35 and 
Appendix B. 

The BCUC approved ICBC’s list of amended 
performance measures as proposed in the 2019 
RRA.  ICBC has reported on these performance 
measures in Appendix 7A, Attachment 7A.1. 

7B Road Safety May 19, 2015 Decision on 
the 2014 Revenue 
Requirements (Order  
G-81-15), pages 38 and 39. 

The BCUC approved ICBC’s proposal to file its 
road safety report as part of the annual RRA.  
Reviewing road safety matters in the annual 
RRA review process is appropriate and more 
regulatory efficient than by way of a separate 
filing.  The current content of the road safety 
report in Appendix 7B is consistent with that 
established in the 2014 RRA proceeding.    

7C Information 
Technology (IT) 
Strategic Plan 

July 26, 2018 Decision on 
ICBC’s Application to 
Streamline IT Compliance 
Reporting Requirements 
(Order G-139-18), pages 10 
and 11.  

The BCUC approved ICBC’s proposal to reduce 
the filing frequency of the IT strategic plan to 
once every three years, but directed ICBC to file 
an IT strategic plan whenever there is a material 
change to the corporate strategy. The content of 
the IT strategic plan in Appendix 7C is consistent 
with prior IT strategic plans as directed by the 
BCUC since the January 9, 2008 Decision on the 
2007 RRA. 

7D 2020/21 
Annual 
Information 
Technology (IT) 
Capital 
Expenditure Plan 

Order G-139-18, Letter  
L-17-18 dated June 4, 2018 
and Order G-21-20 dated 
February 6, 2020.  

BCUC agreed to the content and format of the IT 
Capital Expenditure Report as provided in 
Appendix 7D.  The report on the Data Analytics 
Platform project is provided as Attachment 7D.1. 

7E RAAP Product 
Reform Metrics 
and Legal 
Representation 
Conversion Rate 

Order G-192-19, pages 35 
and 36 and Appendix B. 

BCUC approved the proposal to report the Legal 
Representation Conversion Rate as part of future 
RRAs and also noted that ICBC planned to 
include proposals for performance metrics to 
assess product reform in the next RRA.  These 
topics are covered jointly in Appendix 7E. 

7F Fraud 
Investigation 
Metrics 

May 14, 2014 Decision on 
the 2013 RRA (Order 
G-63-14), page 44 and 
May 27, 2016 Decision on 
the 2015 Revenue 
Requirements (Order 
G-74-16), page 33. 

BCUC requested ICBC, starting in the 2014 RRA, 
to include information on fraud investigations 
and the positive outcomes that may arise from 
these investigations. Information to address 
these directives is provided in Appendix 7F.  

7G Investment 
Performance 
Information for 
2019/20 

April 6, 2010 Decision on the 
Streamlined Regulatory 
Process (Order G-65-10), 
page 12. 

BCUC directed ICBC to report investment 
performance information as part of future RRAs.  
This report is provided in Appendix 7G. 
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Appendix BCUC Directive Reference Summary of Directives 
and Content of Appendices 

7H Detailed 
Operating Expense 
Information  

Order G-65-10, page 14 and 
the August 16, 2012 Decision 
on the RRA for the 2012 
Policy Year (Order 
G-109-12), pages 37 to 38. 

BCUC approved the content for detailed 
historical information, as proposed, in Order 
G-65-10, dated April 6, 2010.  In Order 
G-109-12 BCUC directed ICBC to continue to file 
this information in full RRAs, including divisional 
information.  ICBC has been including two 
appendices (Variance of Outlook Versus Actual 
and Detailed Information) to meet these 
requirements.  Appendix 7H combines this 
information into a single report.   

7I Cost Allocation 
Tables 

January 19, 2005 Decision on 
the Financial Allocation 
Methodology Application 
(Order G-9-05) and 
subsequent decisions.1 

ICBC operates as an integrated organization 
across the Basic and Optional insurance 
businesses.  The detailed allocation of operating 
expenses between Basic and Optional insurance 
has therefore been provided in every RRA as an 
appendix.  Appendix 7I includes the allocator 
descriptions and the approved allocators using 
actual cost detail for the 2018/19 and 2019/20 
fiscal years.   

7J Government 
Initiatives 

May 16, 2017 Decision on 
other Matters in the 2016 
RRA (Order G-71-17), 
page 8. 

BCUC approved ICBC’s proposal to continue 
reporting government initiatives annually as a 
chapter in each RRA.  The content in 
Appendix 7J is consistent with the equivalent 
chapter content from prior RRAs.  

7K Historical 
Information Table 

Order G-65-10, page 11. BCUC directed ICBC to include historical 
statistics as specified in an information request 
response from the 2009 Streamlined Regulatory 
Process Proceeding.2  

7L Basic Insurance 
Information 
Sharing  

May 20, 2004 Negotiated 
Settlement Agreement (NSA) 
Decision (Order G-49-04).  

BCUC approved the 2004 NSA on sharing ICBC’s 
aggregated Basic insurance data for premiums, 
sales volume, and loss experience.  This 
information is provided on icbc.com. 

5. The compliance reporting set out in the appendices to this Chapter is consistent with 

BCUC directives and reports or content provided in the 2019 RRA as identified in Chapter 1, 

Executive Summary, Figure 1.3 – Compliance Reporting, except for  the following two reports: 

• Performance Measures (Appendix 7A):  The report includes updates to ICBC’s 

corporate strategy and associated corporate performance measures.  ICBC is 

                                                           
1 The original overall financial allocation methodology was approved in 2005 with other specific components accepted 
in the May 18, 2005 NSA (Order G-46-05), the 2006 RRA, the 2007 RRA, and subsequent work effort studies and 
independent third-party reviews regarding claims services costs. 
2 Response to information request 2009 ST BCUC.19.1-3. 

https://www.icbc.com/about-icbc/company-info/Pages/BCUC-regulation-of-ICBC.aspx
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proposing some refinements to two of the performance measures it reports to BCUC 

to align with the revised corporate measures, while continuing to report on the suite 

of performance measures as approved in the August 19, 2019 Decision on 2019 

Revenue Requirements Application, Order G-192-19.  The proposals are detailed in 

Appendix 7A. 

• Basic Insurance Information Sharing (Appendix 7L):  In the interest of 

streamlining the content of the RRA, ICBC is no longer including these statistics in the 

RRA and is providing the information on icbc.com.  ICBC will also continue its practice 

of filing these pages electronically in Excel format as an attachment to the RRA. 

C CONCLUSION 

6. ICBC submits that the set of appendices attached to this Chapter represents the 

compliance reporting that BCUC requires as part of a RRA and are in line with BCUC directives.   

https://www.icbc.com/about-icbc/company-info/Pages/BCUC-regulation-of-ICBC.aspx
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A INTRODUCTION 

1. In this Appendix, the Insurance Corporation of British Columbia (ICBC) will address its 

reporting of performance measures and metrics over the coming years.  On February 6, 2020, 

subsequent to the 2019 Revenue Requirements Proceeding, the Government announced 

changes to ICBC’s insurance model from a tort-based system to a new Enhanced Care model, 

effective May 1, 2021.  The new Enhanced Care model is part of ICBC’s new corporate strategy 

designed to deliver an affordable and sustainable auto insurance system, and help shape the 

future of mobility for British Columbians.  ICBC’s new corporate strategy is discussed in further 

detail in Section B.1.  As part of a new corporate strategy, ICBC has also developed a suite 

of corporate performance measures that it uses for public reporting including its three-year 

Service Plan to Government.1  Included in the 2020/21-2022/23 Service Plan (Service Plan) 

are the new corporate performance measures that are set out in Section B.2.   

2. The British Columbia Utilities Commission (BCUC) performance measures that were 

approved in the 2019 Revenue Requirements Application (RRA), in Order  

G-192-19, dated August 19, 2019 are set out in Attachment 7A.1 BCUC-Approved 

Performance Measures.  The purpose of the BCUC performance measures is to provide 

information that will help the BCUC to assess whether ICBC’s provision of Basic insurance 

service to customers is adequate, efficient, just, and reasonable.  As was discussed in the 

2019 RRA, one of the goals for the amended suite of BCUC performance measures was to 

align these measures with ICBC’s corporate performance measures in the Service Plan.   

3. The current BCUC performance measures, while meaningful to ICBC’s performance, 

do not fully align with the new Service Plan measures.  ICBC is proposing to make two changes 

to the current BCUC performance measures to better align with the Service Plan.  In Section 

C of this Appendix, ICBC outlines each of the proposed changes for consideration. 

B ICBC’S CORPORATE STRATEGY AND PERFORMANCE MEASURES 

4. ICBC describes its corporate strategy in Section B.1, and summarizes the associated 

corporate performance measures that are included in ICBC’s Service Plan in Section B.2. 

B.1 ICBC’S CORPORATE STRATEGY  

5. The new Enhanced Care model is part of ICBC’s new corporate strategy.  In line with 

Government’s commitment to make life more affordable for British Columbians while 

                                                           
1 Public reporting includes the Service Plan and the Annual Service Plan Report.   

https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2020-2023.pdf
https://www.icbc.com/about-icbc/company-info/Documents/ar-20.pdf
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delivering services that people can count on, ICBC is dedicated to providing customers with 

the best insurance coverage and service, at the lowest possible cost.  To support this, ICBC’s 

corporate strategy focuses on four key goals:  

 To Make Insurance Affordable: This goal plans to make insurance more affordable 

by reducing costs and legal expenses.  This will be achieved through the 

implementation of the Enhanced Care model, together with leading injury 

management practices that will improve health outcomes and build trust in ICBC.  In 

addition, building stronger industry partnerships and managing processes will help 

ICBC keep escalating vehicle repair costs under control. 

 To Be Customer Driven: This goal intends that ICBC be more flexible, with customer 

needs driving improvements in the design and delivery of products and services.  ICBC 

aims to provide digital options for insurance purchase and renewal, an enhanced online 

claims experience, and usage-based products. 

 To Be Smart & Efficient: This goal targets using data, analytics, and technology to 

improve efficiency and decision-making.  Key focus areas include robust data 

management and governance, analytics embedded in key claims processes, and 

automation of simple and routine claims processes. 

 To Be Future Focused: ICBC’s fourth goal will shape the future of insurance and 

mobility in BC through partnerships and workplace practices.  This will be achieved by 

becoming leaders in crash prevention and a valued partner in transforming 

transportation in BC.  Furthermore, ICBC will become a flexible employer through the 

promotion of workplace practices to reduce commutes.  

6. Each year, ICBC’s corporate strategy is reported in the Service Plan covering a three-

year period.  The Service Plan is prepared under the direction of ICBC’s Board of Directors.  

Corporate performance measures and associated metrics are identified for each of the four 

strategic goals, and are set out in this plan for the years ahead. 

7. As required under the Insurance Corporation Act and the Budget Transparency and 

Accountability Act, ICBC is accountable for filing an annual report about its activities and 

results for the preceding year.  It does so in the Annual Service Plan Report.  The Annual 

Service Plan Report reflects ICBC’s actual performance against plan, and includes the actual 

metrics achieved for each of the corporate performance measures described in the Service 
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Plan.  In this way, the corporate performance measures are used to evaluate how well ICBC 

is executing against its corporate strategic goals from year to year.  Since ICBC operates on 

an integrated basis, these measures are provided on a corporate basis (i.e., includes Basic 

insurance and Optional insurance information).  

8. Each business area within ICBC develops specific performance objectives based on the 

corporate strategy, goals, and specific priorities for a given year.  The setting of aligned 

performance objectives is cascaded throughout the organization such that all employees have 

annual performance plans to establish individual accountabilities for contributing to the 

achievement of ICBC’s strategy and goals. 

9. Within ICBC, more detailed operational metrics are in place representing levels of 

performance accountability that underlie what is reported in the Service Plan.  These types of 

measures are derived from the Service Plan measures and are aligned to the higher-level 

consolidated view that is reported externally.  Internal metrics are reported to management 

and support the ability for specific areas within ICBC to manage ongoing business operations 

and day-to-day service delivery. 

10. The corporate strategy and corporate performance measures are jointly reviewed each 

quarter by ICBC’s Board of Directors and Executive.  The Board of Directors and Executive 

compare expected to actual performance, reviewing the outlook for the upcoming period, and 

adjusting corporate performance measure metrics, as required.  

11. The corporate strategy and the corporate performance measures guide ICBC when 

prioritizing investments and projects, and when making staffing decisions.  ICBC’s corporate 

performance measures are outlined in Section B.2 below. 

B.2 CORPORATE PERFORMANCE MEASURES IN THE SERVICE PLAN 

12. The corporate performance measures provided in the Service Plan are aligned to each 

strategic goal and are discussed below.2  In particular:  

 To Make Insurance Affordable - ICBC will measure affordability using a 

jurisdictional comparison of year-over-year rate changes; percentage of claims 

payments that goes to customers; and average cost for a vehicle related claims 

(excluding glass-only claims).   

                                                           
2 There are several project-based performance measures in the Service Plan that are not discussed in this Section as 
they represent short-term deliverables. 
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 To be Customer Driven - ICBC will measure both customer service performance and 

the on-time delivery of defined digital capabilities to pursue the goal to be Customer 

Driven.  Customer service performance is based on the percentage of satisfied 

customers for each major transaction type: insurance product purchase and renewals, 

driver licensing, and claims services.  

 To be Smart and Efficient - This includes two performance measures for measuring 

operational efficiency: one for claims handling operations and one for other operational 

efficiency. 

 To be Future Focused - This includes the Employee Opinion Survey and the delivery 

of a Future Mobility strategy.  The Employee Opinion Survey includes five indices that 

aligns ICBC’s culture to drive a better customer experience and strengthens the skills 

and capabilities of our people to enable them to be successful including: (1) aligned, 

(2) enabled, (3) motivated, (4) accountable and (5) leadership.  

C PROPOSED CHANGES TO BCUC PERFORMANCE MEASURES 

13. In this Section, ICBC will discuss its plan for future reporting to the BCUC. ICBC intends 

to align its current BCUC performance measures with those Service Plan measures that 

support the new corporate strategy and are expected to be in place over the long-term.  ICBC 

will continue to report on most of the existing suite of BCUC performance measures and is 

proposing only limited changes. ICBC believes that these proposals will continue to provide 

information to BCUC that will assist in its regulation of the Basic insurance part of ICBC’s 

business. 

14. Figure 7A.1 summarizes the existing BCUC performance measures (in the first column) 

and notes whether ICBC is proposing to make any changes and the rationale.   
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Figure 7A.1 – Existing and Proposed BCUC Performance Measures  

15. In alignment with the Service Plan, ICBC proposes to discontinue reporting on the Loss 

Adjustment Ratio (LAR) and instead use the Loss Adjustment Expense Ratio (LAER).  The 

LAER ties the claims handling expenses to the premiums in the same period and reflects how 

efficient ICBC is in controlling the amount of the premium dollar that is required to manage 

claims.  For a detailed explanation of the LAER and the benefits over LAR, please see 

Attachment 7A.2 – Comparison of Loss Adjustment Expense Ratio to Loss Adjustment Ratio.  

Existing BCUC 
Performance Measure 

Maintain / Replace  Rationale  

Minimum Capital Test 
(MCT) Ratio 

Maintain No change 

Basic Loss Ratio Maintain No change 

Investment Return Maintain  No change 

Basic Insurance Expense 
Ratio 

Maintain No change 

Basic Non-Insurance 
Expense Ratio 

Maintain  No change 

Customer Satisfaction for 

Insurance Services 

Maintain  No change 

Customer Satisfaction for 

Drivers Licensing Services 

Maintain  

 

No change 

Customer Satisfaction for 
Claims Services 

(including Closed Claims 
and First Notice of Loss) 

Maintain  No change 

Insurance Expense Ratio 
(Corporate)  

Maintain and combine with 
Non –Insurance Expense 

Ratio and report as 
Expense Ratio 
(Corporate) 

 No change to level of information that 
is provided as the Insurance Expense 

Ratio will be shown separately in the 
calculation.  

 Change is consistent with the goal of 
aligning with corporate performance 
measures across ICBC’s other public 

reporting.  

Loss Adjustment Ratio 
(LAR)  

Discontinue and replace with 
Loss Adjustment Expense 
Ratio (LAER)  
 

 The LAER is more responsive in 
reflecting changes in claims handling 
costs compared to the LAR and the 
denominator (vehicle premiums) 

provides a more stable base.  
 Change is consistent with the goal of 

aligning with corporate performance 
measures across ICBC’s other public 
reporting. 
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16. ICBC plans to maintain the Insurance Expense Ratio (Corporate) and will combine it 

with the Non-Insurance Expense Ratio and report them as a single measure - the Expense 

Ratio (Corporate).  Both ratios will be shown separately in the calculation so this change 

provides an additional level of information to that which is currently provided and is consistent 

to the Service Plan.   

17. The performance measures discussed under the corporate strategic goal of “To Make 

Insurance Affordable” are under development and will provide more meaningful insights after 

the Enhanced Care model has been in place for at least a full year.  ICBC anticipates that it 

will then bring forward further proposed changes to the suite of BCUC performance measures 

that includes Affordability metrics.   

18. As was discussed in the 2019 RRA, and approved in Order G-192-19,3 there are no 

specific BCUC performance measures required for ICBC’s strategic goal “To be Future 

Focused”.  In the 2019 RRA, ICBC stated it believes the information provided in the Service 

Plan with respect to its “future focus” should be sufficient for BCUC’s objective of determining 

whether ICBC’s provision of Basic insurance services is adequate, efficient, just and 

reasonable. 

19. Please refer to the Service Plan for the corporate performance measures “To Make 

Insurance Affordable” and “To Be Future Focused”. 

D CONCLUSION 

20. In this Appendix, ICBC outlines its proposed reporting to the BCUC in future RRAs for 

the next several years during the transition from the current tort-based system to the new 

Enhanced Care model.  This includes corporate performance measures outlined in the Service 

Plan that reflects ICBC’s continued focus and commitment to delivering more affordable 

insurance, and being customer driven, smart & efficient, and future focused.  

21. In Attachment 7A.1 - BCUC-Approved Performance Measures, ICBC provides its report 

on the performance measures to comply with the BCUC’s Order G-192-19.  

                                                           
3 In the 2019 RRA, page 8A-22, ICBC submitted that in the interest of regulatory efficiency the BCUC’s focus with 
respect to delivery of ICBC’s Basic insurance service should be on customer survey details provided in the 2019 RRA 
rather than on internal employee surveys.   

https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2020-2023.pdf
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A INTRODUCTION 

1. This Attachment provides the reporting on the existing British Columbia Utilities 

Commission (BCUC)-approved performance measures as discussed in the 2019 Revenue 

Requirements Application (RRA) and approved in Order G-192-19, dated August 19, 2019.  

References to corporate strategy in this Attachment relate to the corporate strategy in place 

at that time and as reported in the 2019 RRA and the 2019/20 – 2021/22 Service Plan.1   

B OVERVIEW OF PERFORMANCE MEASURES AND RESULTS 

2. ICBC operates as an integrated business and most performance measures presented 

in this Attachment are for the entire Company, including both Basic insurance and Optional 

insurance.  ICBC’s financial allocation methodology approved by the BCUC enables the MCT 

Ratio, Loss Ratio, Insurance Expense Ratio, and Non-Insurance Expense Ratio to be shown 

for Basic insurance only.  Where performance measures are presented for Basic insurance, 

the allocation is based on the approved methodology, as updated for the latest BCUC-accepted 

changes to certain allocators at the time when the financial statements were prepared. 

3. Figure 7A.1.1 provides a summary table of the performance measures historical results 

and the 2020/21 Target/Outlook with detail discussed below. 

                                                           
1 2019 RRA, Chapter 8, Appendix 8A. 



2021 RRA Attachment 7A.1 – BCUC-Approved Performance Measures 

Insurance Corporation of British Columbia 7A.1-2 
December 15, 2020 

Figure 7A.1.1 – BCUC Performance Measures Results  

PERFORMANCE MEASURES 
2017/18 

Actual 
2018/19 

Actual 

2019/20 

Target/ 
Outlook 

2019/20 
Actual 

2020/21 

Target/ 
Outlook 

S
e
rv

ic
e
 

Insurance Services Satisfaction 95% 95% 92% 96% 93% 

Driver Licensing Satisfaction 93% 92% 93% 92% 93% 

Customer Services Satisfaction 
(FNOL & Closed Claims)  

92% 92% 92% 92% 92% 

F
in

a
n
c
ia

l 

Basic MCT Ratio1 50% 6% 1% (18%) 5% 

Basic Loss Ratio2 125.2% 136.3% 106.3% 111.4% 90.1% 

Basic Insurance Expense Ratio2 
Basic Administrative Cost Ratio 
Basic Premium Tax Ratio 
Basic Commissions Ratio 

Basic Insurance Expense Ratio 

 
3.9% 
4.6% 
2.3% 

10.6% 

3.5% 
4.5% 
2.0% 

10.0% 

 
3.6% 
4.5% 
1.9% 

10.0% 
 

3.7% 
4.5% 
1.9% 

10.1% 

3.6% 
4.5% 
1.9% 

10.0% 

Basic Non-insurance Expense Ratio2 4.2% 3.9% 3.8% 3.9% 4.0% 

Investment Return 
Benchmark 

+0.35% 
Benchmark 

+0.33% 

Policy Market 
Benchmark 

Return 

Benchmark 
+0.09% 

Policy Market 
Benchmark 

Return 

E
ff
ic

ie
n
c
y
 

Loss Adjustment Ratio 15.7% 17.4% 18.7% 20.2% 19.3% 

Insurance Expense Ratio 16.8% 16.7% 16.7% 17.1% 17.4% 

1 The long-term capital management target for the Basic MCT is 145%.  
2 The Basic insurance financial ratios and the efficiency performance measures exclude the Optional funded Transformation 

Program (TP) costs, Rate Affordability Action Plan (RAAP) costs, and Autoplan Care Enhancement (ACE) Project costs, and 
government initiatives, which are cost recoverable.  Please see Chapter 6 – Operating Expenses and Allocation Information, 
page 1 for further information on the allocation of TP, RAAP, and ACE projects.  The 2019/20 Outlook for these measures 
is consistent with the financial information in the 2020/21-2022/23 Service Plan published in February 2020.  The 2020/21 
Outlook is as of the second quarter of the 2020/21 fiscal year. 

C PERFORMANCE MEASURES EXPLANATORY NOTES 

C.1 SERVICE MEASURES 

4. Of the many services provided by ICBC, there are three key processes that are 

essential to a customer as part of the driving experience in BC: getting a driver’s licence, 

buying and renewing auto insurance, and filing a vehicle accident claim.  These are the core 

services delivered by ICBC in accordance with government mandate, and the resulting 

interactions are the most important ones that customers have with ICBC.  ICBC remains 

committed to delivering value and service for customers by focusing on customers’ needs and 

what matters most to them.  
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5. For many years, the principal customer measure for ICBC has been satisfaction 

measured across the three main lines of business: Driver Licensing, Insurance, and Claims.  

For each line of business, ICBC undertakes surveys that intend to measure customer service 

performance based on the percentage of satisfied customers for each of these major 

transaction types or services: 

a. Driver Licensing Office experience: customers who recently completed a knowledge 

test, a road test, or renewing a driver licence.   

b. Insurance experience: customers who recently purchased or renewed their policy or 

made changes to it. 

c. Claims Services Satisfaction is represented by the percentage of customers satisfied 

with a particular transaction.  This percentage is an average of the following claims 

measures: 

 Claims initiation (also referred to as first notice of loss, or FNOL): customers who 

recently started the claim process. 

 Closed claims: customers who recently completed the claim process.  

6. As ICBC operates on an integrated basis, FNOL and settlement of claim processes do 

not distinguish whether the claim has a Basic insurance coverage or an Optional insurance 

coverage.  Purchase or renewal of Basic insurance often includes purchase of Optional 

insurance as part of the same transaction. 

7. Figure 7A.1.2 shows the historical results for the satisfaction measures and the Targets 

for 2020/21. 
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Figure 7A.1.2 – Customer Value and Service Measures  

 
2017/18 

Actual 
2018/19 

Actual 
2019/20 
Target 

2019/20 
Actual 

2020/21 

Target2,3 

Driver Licensing 
Satisfaction 

93% 92% 93% 92% 93% 

Insurance 
Services 
Satisfaction  

95% 95% 92% 96% 93% 

      

Claims Services 
Satisfaction  

92% 92% 92% 92% 92% 

C.1.1 INSURANCE SERVICES SATISFACTION 

8. Independent insurance brokers process over three million ICBC policy transactions 

each year.  The Insurance Services Satisfaction measure represents the percentage of 

customers satisfied with their recent insurance purchase and renewal transaction.  This 

measure has typically been based on a survey of approximately 5,000 customers throughout 

the year.  This measure has typically scored over 90% and indicates the positive experience 

customers have through ICBC’s broker partners. 

9. The Target for the 2019/20 fiscal year was 92%.  The Actual score for the 2019/20 

fiscal year was 96%, comfortably exceeding the Target by 4%.  Targets were lowered in fiscal 

years 2019/20 and 2020/21 to 92% and 93% respectively in anticipation of an expected 

increase in transaction times due to the implementation of the new rate design model in 

September 2019.4  The new rate design represented a fundamental change to the way 

insurance policies are rated and required customers to provide additional information in order 

to list drivers on their policy.  These changes were expected to increase transaction times and 

have an adverse impact on customer satisfaction.  The fiscal-year end overall insurance 

customer satisfaction score increased one percentage point over last year’s result to a fiscal 

year-end score of 96%.  This improvement may be due to the effectiveness of ICBC’s efforts 

aimed at ensuring customers were supported for their first renewal under the new rate design 

model. 

                                                           
2 The 2020/21 Target is the same as that reported in the 2020/21 – 2022/23 Service Plan.   
3 Data Source: Ongoing surveys for the purposes of monitoring transactional satisfaction are conducted by 
independent firms.  As customers transition to the new insurance model, policy transactions may take longer to 
process as more information is required to rate a customer’s policy.  This process is expected to affect transactions 
in 2020/21. 
4 For more information, see the 2018 Rate Design Application. 
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C.1.2 DRIVER LICENSING SERVICES SATISFACTION 

10. Each year, ICBC conducts approximately 1.6 million transactions relating to the 

issuance of driver licences or driver exams.  The Driver Licensing Satisfaction measure 

represents the percentage of customers satisfied with their transaction with ICBC, which 

includes issuing or renewing a licence, taking a knowledge test, or taking a road test.  This 

measure is weighted to reflect the total number of transactions for each service type and is 

based on a random sample of over 3,000 customers, surveyed throughout the year. 

11. The Actual result for ICBC’s customer satisfaction for Driver Licensing for the 2019/20 

fiscal year was 92%, which narrowly missed the Target of 93%.  The overall score remains 

challenged primarily by lower customer satisfaction among those who failed their road test.  

The Target for the 2020/21 fiscal year remains at 93% as ICBC continues to strive toward 

delivering a consistent customer experience for driver licensing transactions. 

C.1.3 CLAIMS SERVICES SATISFACTION  

12. ICBC continues to maintain the Customer Satisfaction question5 as the key metric in 

the FNOL and Closed Claims surveys.  The overall Claims Services Satisfaction is an average 

of the survey results from FNOL and Closed Claims surveys.  Other standard questions such 

as those needed to calculate First Call Resolution in the FNOL survey remain consistent over 

time. 

13. There are significant differences in what each survey is intended to cover. 

 The FNOL survey focuses solely on the claims reporting experience, beginning with the 

adjuster receiving the call from the customer reporting the claim.  The survey is 

conducted two days after a claim is reported.  At this stage, it is not possible to 

accurately determine the categorization of the claim.6  

 The Claims Services Satisfaction score for closed claims includes all organizational 

units (Bodily Injury (BI) claimants, Accident Benefit (AB) claimants, and claimants 

under collision, comprehensive, and property damage).7  The Closed Claims survey 

                                                           
5 The claims services satisfaction result is based on the response to a single survey question (e.g., for the Closed 
Claims survey, the question is“…would you say that you were very satisfied, somewhat satisfied, somewhat 
dissatisfied or very dissatisfied with the service you received?”) 
6 For example, ICBC can distinguish in approximate terms only among claims for Basic insurance only, claims which 
involve Basic insurance and Optional insurance coverages, or claims for Optional insurance only through the 
organizational unit that manages each claim.  Claims involving cross-unit management make this segmentation 
imprecise. 
7 The survey does not include those claimants who have retained legal representation.  These claimants have typically 
had only limited or no contact with ICBC and therefore do not fully experience ICBC’s customer service.  
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focuses on the claims experience following FNOL, including multiple process points and 

interactions with ICBC staff. 

 Actual Claims Services Satisfaction scores for the FNOL and Closed Claims surveys are 

provided in Figure 7A.1.3. 

Figure 7A.1.3 – Actual Claims Services Satisfaction Results 

 2018/19 Actual 2019/20 Actual 

FNOL 98% 97% 

Closed Claims 87% 87% 

Claims Services Satisfaction 
(average of the above) 

92% 92% 

 FNOL Survey. The recent Rate Affordability Action Plan (RAAP) product reform 

changes to the Claims lines of business applied to select claims (claims with BI and AB 

exposures) occurring on or after April 1, 2019.  Despite these changes, product reform 

did not have a negative impact on the closed claim satisfaction results for 2019/20 

Actual and was not expected to have an impact on the FNOL customer survey results 

in 2019/20 Actual for FNOL.  Changes to business processes following the 

implementation of the new rate design model on September 1, 2019 may explain the 

slightly lower 2019/20 Actual satisfaction results among FNOL customers compared to 

the 2018/19 Actual.   

 Closed Claims Survey. The Closed Claims measure is used to determine customer 

satisfaction with the end-to-end claims process based on when a claim is closed.  In 

2019/20, there was no material impact to customer satisfaction associated with the 

product reform changes.  The Closed Claims result for 2020/21 will include satisfaction 

scores from customers whose claims were opened before and after the product reform 

change came into effect.   

 Overall Claims Services satisfaction. The 2019/20 Claims Services Satisfaction 

Actual result of 92% was on par with the target of 92%.  ICBC is committed to 

delivering a consistent customer experience as in previous years; therefore, the Claims 

Services Satisfaction Target for the 2020/21 fiscal year remains at 92%.  
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C.2 FINANCIAL MEASURES 

14. The major factors that impact financial stability for ICBC are increasing BI and MD 

claims costs and the fact that, for several years, Basic insurance rates were not set to cover 

costs, or to maintain and build capital.  The changes to the Basic insurance product and the 

implementation of the Enhanced Care model on May 1, 2021 will remove a considerable 

amount of claims costs from the system.  This model will significantly enhance accident benefit 

coverage, customer care, and make insurance rates more affordable to customers.  

Operationally, ICBC will continue its efforts to manage claims costs, and continue to improve 

how it manages the risks and growth in costs associated with claims.  

15. The COVID-19 pandemic has added a great deal of uncertainty to the Outlook.  It has 

presented both favourable and unfavourable risks for the remainder of fiscal year 2020/21.  

The impacts of the pandemic are expected to continue through fiscal year 2020/21.  In the 

near term, the impacts have been multifaceted; ICBC is seeing fewer claims, but also reduced 

premium revenue and a risk of further impairment losses in its investment portfolio.  

Decreases in premium are due to fewer new policies, lower levels of policy renewals, reduction 

of coverages, and an increase in cancellations.  While global investment markets have 

rebounded since March 2020, considerable uncertainty and volatility persists, while 

historically low interest rates are expected to negatively impact the bottom line into future 

years.  However, the reduction in claims costs due to the reduced number of crashes, as a 

result of fewer cars on the road, is expected to more than offset any reduced premium 

revenue.  

16. As discussed in the 2019 RRA,8  the four corporate performance measures used to 

evaluate the “enable financial stability” strategic goal are the Corporate Minimum Capital Test 

(MCT), the Corporate Combined Ratio, the Corporate Loss Ratio, and the Investment Return.  

ICBC reports on the following BCUC financial performance measures below: 

 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.  

As prescribed in Special Direction IC2 to the BC Utilities Commission, BC Regulation 

307/2004, as amended (Special Direction IC2), for Basic insurance, ICBC must use 

the Guideline for Minimum Capital Test for Federally Regulated Property and Casualty 

Insurance Companies issued by the Office of the Superintendent of Financial 

                                                           
8 2019 RRA, Chapter 8, Appendix 8A.  
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Institutions (OSFI) in determining the MCT Ratio.  On February 26, 2018, Special 

Direction IC2 was amended by Order in Council No. 67 (67/18), temporarily 

suspending the requirement to achieve and maintain a Basic capital level of at least 

100% of MCT for the Policy Years (PY) 2019, 2020, and 2021. 

 The Basic Loss Ratio is the ratio of the total Basic insurance claims and related costs, 

including road safety and loss management costs, to Basic insurance premium dollars 

earned.  It focuses on the most important cost driver for Basic insurance rates – Basic 

insurance claims costs. 

 The Basic Insurance Expense Ratio is the ratio of Basic insurance operating 

expenses (excluding claims, claims-related costs, and non-insurance expenses) to 

Basic insurance premium dollars earned.  It is a measure to assess operational 

efficiency.  

 The Basic Non-Insurance Expense Ratio is the ratio of non-insurance expenses to 

Basic insurance premium dollars earned.  Non-insurance expenses include expenses 

for the administration of driver licensing, commercial vehicle services, vehicle 

registration and licensing, and government fine collection. 

 The Investment Return incorporates both changes in the market value of, and the 

net investment income generated from, ICBC’s investment portfolio.  Individual asset 

class returns are measured relative to the performance of market benchmarks that 

are deemed appropriate for the return profile of each asset class.  The return of the 

overall portfolio is measured against a policy market benchmark calculated as the 

aggregate of individual asset class market benchmark returns weighted according to 

the portfolio’s strategic asset mix.  For the purposes of prudency and efficiency, ICBC’s 

investment portfolio is managed on a combined basis for the Basic insurance and 

Optional insurance lines of business.  Accordingly, the Investment Return is the return 

attributable to the total investment portfolio.  Please see Appendix 7G - Investments 

for further information on ICBC’s investment performance. 

17. The summary results for the financial performance measures are provided in 

Figure 7A.1.4 below, together with the Outlook values for 2020/21: 
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Figure 7A.1.4 – Financial Stability Measures 

 
2017/18 

Actual 
2018/19 

Actual 

2019/20 
Target1/ 

Outlook 

2019/20 
Actual 

2020/21 
Target1/ 

Outlook2 

Basic MCT Ratio 50% 6% 1% (18%) 5% 

Basic Loss Ratio3 125.2% 136.3% 106.3% 111.4% 90.1% 

Basic Insurance 
Expense Ratio 

10.6% 10.0% 10.0% 10.1% 10.0% 

Basic Non-Insurance 
Expense Ratio 

4.2% 3.9% 3.8% 3.9% 4.0% 

Investment Return4 BM+0.35% BM+ 0.33% BM BM+ 0.09% BM 

1 Targets are specifically for investment return only. 
2 2020/21 Outlook does not assume any savings from the amendments to the Evidence Act which received royal 
assent July 8, 2020. Additional details can be found in Chapter 2 Appendix 2A. 
3 The 2019 Product Reform introduced limits to payouts for pain and suffering on minor injury claims, which has had 
a significant positive impact to the Basic Loss Ratio.  
4 BM is the four-year annualized Policy Market Benchmark Return as provided in Chapter 7, Compliance Reporting, 
Appendix 7G, Figure 7G.4 and is determined in relation to the Statement of Investment Policy and Procedures (SIPP). 

18. The 2019/20 Outlook is as of the second quarter of the 2019/20 fiscal year.  The 

2019/20 Outlook value for the Basic MCT Ratio and the Basic Loss Ratio use claim cost 

information as of August 2019.  ICBC provides 2020/21 Outlook information in Figure 7A.1.4 

for most of the financial stability measures as of the second quarter of the 2020/21 fiscal 

year.  The 2020/21 Outlook value for the Basic MCT Ratio and the Basic Loss Ratio use claims 

cost information as of August 2020.  The Outlook value for the Investment Return is the Policy 

Market Benchmark Return, which is not forecasted, but is determined at fiscal year-end. 

C.2.1 BASIC MCT RATIO 

19. The MCT ratio is the capital available divided by the minimum capital required.  Capital 

available is primarily calculated from the Basic equity (sum of the retained earnings (deficit) 

and other components of equity).  Capital required is calculated using a risk-based formula 

which is the sum of pre-determined risk factors related to items on the balance sheet including 

balance sheet assets, premium liabilities, and unpaid claims.  A higher MCT ratio is generally 

better than a lower one as it is a measure of capital adequacy of an insurer.     

20. Overall deterioration in the Basic MCT Ratio has been primarily due to higher claims 

costs outpacing revenue and investment income, resulting in net losses and the erosion of 

Basic equity.  In the past, this deterioration was partially offset by income and capital transfers 
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from the Optional insurance business.  Transfers of income and capital from the Optional 

business are not forecast in the 2020/21 Outlook period.   

21. In Figure 7A.1.5, the components of the Basic MCT ratio for the 2019/20 fiscal year-

end are provided with reference to the OSFI guideline effective January 1, 2019.  These are 

shown in comparison to the Basic MCT Ratio for 2019/20 fiscal year-end Outlook as of the 

second quarter of the 2019/20 fiscal year.  The Basic MCT ratio for the 2020/21 fiscal  

year-end Outlook is as of the second quarter of the 2020/21 fiscal year.  

Figure 7A.1.5 – Calculation of Basic MCT Ratio  

Line 
Components of MCT Ratio   

($ Millions) 

2019/20 

Outlook 

2019/20 

Actual 

2020/21 

Outlook 

A Total Capital Available  27 (353) 87 

B Insurance Risk  1,239 1,232 1,224 

C Market Risk  1,280 1,356 1,443 

D Credit Risk 314 323 269 

E Operational Risk 334 337 336 

F Diversification Credit 373 380 382 

G 
Total Capital Required at 150% 

MCT (B+C+D+E-F) 
2,794 2,868 2,890 

H 
Total Minimum Capital 
Required (G/1.5) 

1,863 1,912 1,927 

I MCT Ratio (A/H) 1% (18%) 5% 

22. The 2019/20 Actual Basic MCT ratio is unfavourable to the 2019/20 Outlook primarily 

as a result of the impact of the COVID-19 pandemic on capital available.  The COVID-19 

pandemic precipitated a sharp decrease in the fair value of global investment assets as at 

2019/20 fiscal year-end, resulting in a significant investment impairment and unrealized 

investment asset losses.  For perspective, Basic YTD MCT deteriorated from +2% in 

February 2020 to -18% at March 31, 2020.  Global investment markets have subsequently 

experienced a recovery from the low values that impacted ICBC’s 2019/20 fiscal year-end 

results.  The Outlook Basic MCT Ratio for the 2020/21 fiscal year-end reflects improved Basic 

equity from favourable net income and unrealized investment gains, which have been partially 

offset by the loss on the re-measurement of the pension and post retirement liability.  Lower 

claims costs from lower crash and injury claim frequency have been experienced, which are 

expected to more than offset lower premium revenue resulting from customer cancellations 
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due to COVID-19 health restrictions.  This also contributes to a positive 2020/21 Outlook 

Basic MCT ratio. 

C.2.2 BASIC LOSS RATIO 

23. The Basic Loss Ratio is a measure of the insurance product’s profitability.  All other 

things being equal, the lower the percentage is, the more profitable the product.    

24. The Basic Loss Ratio has consistently been in excess of 100%, which means that ICBC 

is not collecting sufficient Basic insurance premiums to pay for Basic claims costs.  The 

2020/21 Outlook Basic Loss Ratio is expected to be favourable (less than 100%), primarily 

due to the emergency measures during the COVID-19 pandemic, as crash frequency has 

decreased due to fewer cars on the road.  In years where ICBC is profitable, and because 

ICBC is a closed system,9 any benefits that arise in a given fiscal year will flow back to Basic 

insurance customers.  

25. In Figure 7A.1.6, the components of the Basic Loss Ratio for the 2019/20 and 2020/21 

fiscal years are provided. 

Figure 7A.1.6 – Calculation of Basic Loss Ratio  

Component 
2019/20 
Outlook  

2019/20 
Actual 

2020/21 
Outlook 

Current Year Claims Incurred ($ Millions) 2,976 2,900 3,064 

Prior Years’ Claims Adjustment ($ Millions) 518 757 (223) 

Claims Services and RSLM1 ($ Millions) 314 314 302 

Basic Claims and Related Costs A  
($ Millions) 

3,808 3,971 3,143 

    

Basic Premiums Earned B ($ Millions) 3,582 3,564 3,488 

Basic Loss Ratio (A/B) 106.3% 111.4% 90.1% 

Basic BI Frequency  1.52% 1.37% 1.12% 

Basic BI Severity ($) 29,470 33,588 36,923 

1 Road Safety and Loss Management. 

                                                           
9 The term “closed system” refers to the fact that positive or negative net income variances from plan affect retained 
earnings and are therefore reflected in the Basic capital.  Positive net income variances stay within the Basic insurance 
business and are used to moderate future volatility.  This is different compared to a for-profit insurance company 
where net income above expectation is paid to shareholders in the form of dividends. 
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26. The current year claims incurred in Figure 7A.1.6 is the largest component of the Basic 

Loss Ratio calculation.  The BI claim frequencies and severities are the main drivers of change 

in this component and, for this reason, are also provided in Figure 7A.1.6.  The BI claim 

frequencies and severities shown are derived from the claims data as of August 2019 for the 

2019/20 Outlook values, from the claims data as of March 2020 for the 2019/20 Actual values, 

and from the claims data as of August 2020 for the 2020/21 Outlook values.  More information 

on claims frequencies and severities is provided in Attachment 7A.2. 

27. The 2019/20 Actual Basic Loss Ratio was higher than the 2019/20 Outlook primarily 

as a result of the unfavorable impact on prior years’ claims costs due to the Crowder 

Decision.10  However, 2019/20 Actual current year claims were lower primarily due to the 

fiscal year 2019/20 crash frequency being favourable to Outlook.  

28. The 2020/21 Outlook Basic Loss Ratio is expected to improve compared to the  

2019/20 Actual primarily due to lower crash frequency, which has been further accelerated 

with the impact of the COVID-19 pandemic.  The COVID-19 pandemic has resulted in a 

significant reduction in traffic volume and related crashes.  Prior years’ claims reflect better 

than expected emergence under the 2019 RAAP product reform.  For more information on 

RAAP product reform, please refer to Chapter 7, Appendix 7E RAAP Product Reform Metrics 

and Legal Representation Conversion Rate. 

29. The BI frequency and severity provided in Figure 7A.1.6 for the 2020/21 Outlook Basic 

Loss Ratio are based on claims data as of August 2020.  BI severity was higher for 

2019/20 Actual as compared to the 2019/20 Outlook due to the emergence of large claims 

and claims cost increase due to the Crowder decision being reflected in the Actuals.  BI 

severity is increasing in the 2020/21 Outlook as ICBC projects severities to be somewhat 

higher for most coverages.   

C.2.3 BASIC INSURANCE EXPENSE RATIO 

30. The expense ratio is a standard industry measure to assess the operational efficiency 

of an insurer.  Details of the calculation are provided in Figure 7A.1.7 below. 

                                                           
10 On October 24, 2019, the BC Supreme Court ruled the changes of the Rules of Court limiting the number of experts 
and expert reports to be unconstitutional (“Crowder decision”) and there was no statutory authority for the rule 
change. Due to the timing of this decision and the potential for mitigation actions, the Q2 2019/20 outlook did not 
reflect the impact of the October 24, 2019 BC Supreme Court decision. 
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Figure 7A.1.7 – Calculation of Basic Insurance Expense Ratio  

Component 
2019/20 
Outlook 

2019/20  
Actual 

2020/21 
Outlook 

Insurance services and 
administration ($ Millions) 

130 132 128 

Commissions and premium taxes  
($ Millions) 

230 227 223 

Basic Insurance Expenses A  

($ Millions) 
360 359 351 

Basic Premiums Earned B  

($ Millions) 
3,582 3,564 3,488 

Basic Insurance Expense Ratio 
(A/B) 

10.0% 10.1% 10.0% 

31. 2019/20 Actual Basic Insurance Expense Ratio was slightly higher than the  

2019/20 Outlook.  The 2020/21 Outlook insurance services and administration expenses are 

forecast to be lower when compared to 2019/20 Actual, primarily because the 2019/20 Actual 

reflects a one-time write-off of Master Data Management software and related components.11  

Commission expense is expected to be lower in the 2020/21 Outlook as a result of a lower 

number of renewal transactions being made by customers.  Premium taxes are also expected 

to be lower in 2020/21 Outlook as a result of a decrease in premium revenues due to 

customers’ decisions to delay, reduce or cancel their vehicle insurance coverage.  Both of 

these trends reflect the impact of the COVID-19 pandemic experienced in fiscal year 2020/21.  

As a result of the changes noted above, it is expected that the Basic Insurance Expense Ratio 

for 2020/21 Outlook will be slightly lower when compared to the 2019/20 Actual Basic 

Insurance Expense Ratio. 

C.2.4 BASIC NON-INSURANCE EXPENSE RATIO 

32. As part of its operations, ICBC incurs non-insurance expenses for the administration 

of driver licensing, commercial vehicle services, vehicle registration and licensing, and 

government fine collection.  The Basic Non-Insurance Expense Ratio represents the ratio of 

operating and administration costs of ICBC’s non-insurance business to Basic insurance 

premium dollars earned.  Generally, a lower Basic Non-Insurance Expense Ratio is better.  

Details of the calculation are provided in Figure 7A.1.8 below.  While the 2020/21 Outlook 

non-insurance expenses and commissions are forecast to be lower than the 2019/20 Actual, 

                                                           
11 For further information, please see Chapter 6 Operating Expense and Allocation Information, Section D.1.2. 
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the 2020/21 Outlook Basic Non-Insurance Expense Ratio is expected to be slightly higher 

than 2019/20 Actual, as forecast premiums earned are lower.  

Figure 7A.1.8 – Calculation of Basic Non-Insurance Expense Ratio  

Component 
2019/20 
Outlook 

2019/20  
Actual 

2020/21 
Outlook 

Basic Non-Insurance Expenses and 
Commissions A ($ Millions) 

136 141 139 

Basic Premiums Earned B 
($ Millions) 

3,582 3,564 3,488 

Basic Non-Insurance Expense 

Ratio (A/B) 
3.8% 3.9% 4.0% 

C.2.5 INVESTMENT RETURN 

33. As at October 2020, ICBC managed an investment portfolio with a carrying value of 

approximately $20 billion.  Investment return for 2019/20 Target and Actual and 2020/21 

Target are provided below in Figure 7A.1.9. 

Figure 7A.1.9 – Investment Return 

 
2017/18 

Actual 

2018/19 

Actual 

2019/20 

Target 

2019/20 

Actual 

2020/21 

Target 

Investment 

Return 

 

Benchmark 

+0.35% 

 

Benchmark 

+0.33% 

Policy 

Market 

Benchmark 

Return 

Benchmark 

+0.09% 

Policy 

Market 

Benchmark 

Return 

34. Available funds are invested to generate an investment return, which is used to reduce 

premiums for policyholders.  ICBC’s return on the investment portfolio is a combination of the 

change in market value and the investment income generated during the period.  ICBC 

measures the performance of each asset class component of its investment portfolio against 

a chosen market benchmark deemed appropriate for the return profile of the asset class, and 

measures the total portfolio’s performance against the policy market benchmark.  Market 

benchmarks and the target asset mix are explicitly outlined in the Statement of Investment 

Policy and Procedures (SIPP) that is set by the Board of Directors.  Please see Chapter 5, 

Appendix 5A for the most recent SIPP dated October 29, 2020. 
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35. ICBC’s investment portfolio continues to perform well relative to industry benchmark 

returns.  Please see Chapter 7, Appendix 7G for further information on ICBC’s investment 

performance for the 2019/20 fiscal year. 

36. For the 2020/21 Target, ICBC expects, at a minimum, to achieve the policy market 

benchmark return for the four-year annualized period.  ICBC does not forecast the policy 

market benchmark return, as the policy market benchmark return is the result of market 

forces, which are beyond ICBC’s control. 

C.3 EFFICIENCY MEASURES 

37. Providing customers with the best insurance coverage at the lowest possible cost 

requires ICBC to operate efficiently.  ICBC applies industry standard LEAN principles and 

methodologies to standardize existing processes and build efficient new processes.12  ICBC 

uses tools, standards, and technology to operate efficiently and deliver consistent quality 

service.   

38. ICBC operates as an integrated organization across the Basic and Optional insurance 

lines of business, therefore its efficiency measures are determined on a corporate basis and 

include the following two measures.   

39. The Loss Adjustment Ratio (LAR) is calculated as the sum of claims services 

expenses, external expenses and loss management expenses divided by claims paid net of 

external expenses.  This ratio would be expected to be relatively stable from year to year in 

a stable claims environment, with similar inflationary pressure on claims payments and on 

claims handling expenses.   

40. The Insurance Expense Ratio is calculated as the ratio of insurance operating 

expenses (excluding claims, claims-related costs, and non-insurance expenses) to insurance 

premium dollars earned.  The Insurance Expense Ratio is a standard industry measures to 

assess the operational efficiency of an insurer.  A lower Insurance Expense Ratio is better. 

41. The summary results for the LAR and the Insurance Expense Ratio are provided in 

Figure 7A.1.10 below: 

                                                           
12 Please see http://www.lean.org/whatslean/. 

http://www.lean.org/whatslean/
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Figure 7A.1.10 – Efficiency Measures  

 
2017/18

Actual 

2018/19 

Actual 

2019/20 

Outlook 

2019/20 

Actual 

2020/21 

Outlook 

LAR  15.7% 17.4% 18.7% 20.2% 19.3% 

Insurance Expense Ratio 16.8% 16.7% 16.7% 17.1% 17.4% 

42. ICBC provides 2019/20 Outlook information in Figure 7A.1.10 for the Efficiency 

measures as of the second quarter of the 2019/20 fiscal year.  The 2020/21 Outlook is 

calculated as of the second quarter of the 2020/21 fiscal year. 

43. In a stable claims environment, a lower LAR is usually indicative of improved efficiency.  

A decreasing LAR trend can indicate that claims payments are being made with a lower 

proportion of claims handling costs over time.  However, a decrease in the LAR does not 

necessarily reflect an improvement in operational efficiency.  Analysis of a number of 

interdependencies is required to determine whether the LAR is trending favourably or 

unfavourably.   

C.3.1 LOSS ADJUSTMENT RATIO 

44. As noted above, the LAR is calculated as the sum of claims services expenses, external 

expenses and loss management expenses divided by claims paid net of external expenses. 

Claims services expenses consist of salaries and benefits for claims staff and internal legal 

staff, information system services related to claims handling, and claims office overhead, 

while external expenses consist primarily of costs for outside defence legal counsel, medical 

and dental reports, private investigators, independent adjusters and towing expenses.  Loss 

management expenses include ICBC’s Special Investigation Unit (SIU), which covers auto 

crime and fraud prevention investigation and detection to help reduce claims costs.   

45. Figure 7A.1.11 below provides the components of the LAR.  
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Figure 7A.1.11 – Loss Adjustment Ratio  

Component 
2019/20 

Outlook 

2019/20  

Actual 

2020/21 

Outlook 

A Claims services expenses  

($ Millions) 
413 406 410 

B External expenses 
($ Millions) 

356 382 380 

C Loss management expenses  
($ Millions) 

18 18 17 

D (Sum of A, B and C)  

($ Millions) 
787 806 807 

E Paid claims ($ Millions) 4,561 4,373 4,561 

Loss Adjustment Ratio  

(D/(E-B)) 
18.7% 20.2% 19.3% 

46. The 2019/20 Actual Loss Adjustment Ratio increased as compared to the  

2019/20 Outlook primarily due to a higher number of large and catastrophic claims being 

processed. This is a contributing factor to the increase in external expenses as large and 

catastrophic cases normally see higher costs for legal, medical reports and private 

investigators.    

47. The LAR for 2020/21 Outlook is expected to be lower than the 2019/20 Actual LAR.  

This is primarily because paid claims are forecast to increase in the 2020/21 Outlook as ICBC 

continues to close “old book” claims under the tort system, which includes large and 

catastrophic claims.  2020/21 Outlook claims service expenses are expected to be consistent 

with 2019/20 Actual.  The increase in the denominator (paid claims) for this measure resulted 

in the lower LAR for 2020/21 Outlook compared to the 2019/20 Actual.  

C.3.2 INSURANCE EXPENSE RATIO (CORPORATE) 

48. Insurance operating expenses represent the sum of administrative costs (see Chapter 

6, Operating Expenses and Allocation Information, Figure 6.1), commissions to brokers, and 

premium tax.  Administrative costs are those costs not directly related to servicing claims or 

providing non-insurance services, such as human resources, finance, actuarial, information 

services, and insurance costs such as broker management and support and underwriting.  

Commissions paid to brokers are dependent on number of transactions and premium revenue.  

Premium tax is currently set at 4.4% of premiums earned and payment plan financing fees. 
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49. In Figure 7A.1.12, the components of the Insurance Expense Ratio (Corporate) are 

shown. 

Figure 7A.1.12 – Insurance Expense Ratio (Corporate) 

Insurance Expense Ratio 

(Corporate) 

2019/20 

Outlook 

2019/20  

Actual 

2020/21 

Outlook 

A Insurance services and administration 
($ Millions) 

296 304 300 

B Commissions and premium taxes  
($ Millions) 

764 774 797 

C Sum of A and B ($ Millions) 1,060 1,078 1,097 

D Total Premiums Earned  
($ Millions) 

6,364 6,286 6,308 

Insurance Expense Ratio 
(Corporate) (C/D) 

16.7% 17.1% 17.4% 

50. The 2019/20 Actual insurance services and administration expenses were higher than 

the 2019/20 Outlook, primarily due to a one-time write-off of Master Data Management 

(MDM) software and related components resulting in higher expenditures in 2019/20.  The  

2019/20 Actual commission and premium taxes were also higher than the 2019/20 Outlook 

due to higher Optional commission expenses including recognition of additional services and 

complexity as a result of the rate design changes.   

51. The decrease in the insurance services and administration from 2019/20 Actual to 

2020/21 Outlook is primarily due to the higher expenditures in fiscal year 2019/20 due to the 

write-off of MDM software and related components, as noted above.   In the 2020/21 Outlook, 

an increase in Autoplan Care Enhancement project expenses is expected to be offset by lower 

RAAP project expenses and lower Transformation Program depreciation expenses, all of which 

are primarily Optional insurance expenditures.  The increases in commissions and premium 

taxes is primarily due to an increase in Optional insurance commissions as a function of an 

increase in Optional premium earned.  The overall increase in premiums earned in the 

2020/21 Outlook is driven by an increase in Optional insurance premiums, partially offset by 

a decrease to Basic premium earned as compared to 2019/20 Actual.  Overall, the 2020/21 

Outlook Insurance Expense Ratio (Corporate) is only slightly higher than the 2019/20 Actual. 
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A COMPARISON OF LOSS ADJUSTMENT EXPENSE RATIO TO LOSS 

ADJUSTMENT RATIO 

1. As discussed in the 2020/21 – 2022/23 Service Plan, ICBC now reports on the Loss 

Adjustment Expense Ratio (LAER) as one of its corporate performance measures to monitor 

how efficient ICBC is in delivering its claims services.  Previously, ICBC used the Loss 

Adjustment Ratio or LAR.  There are several differences between LAER and LAR and, as 

discussed below, LAER is considered a better measure of the efficiency of the claims 

management process.   

2. Costs associated with the claims loss adjustment process include internal claims 

services expenses consisting of salaries and benefits for claims staff and internal legal staff, 

information system services related to claims handling, and claims office overhead, and 

external expenses consisting primarily of costs for outside defence legal counsel, medical and 

dental reports, private investigators, independent adjusters, and towing expenses.  Road 

Safety and Loss Management (RSLM) expenses are also considered part of the claims 

management expenses.  This includes the costs for road safety initiatives and loss 

management expenses (including ICBC’s Special Investigation Unit (SIU)) that covers auto 

crime and fraud prevention investigation and detection.  Collectively, all of these expenses 

are referred to as claims management expenses below. 

3. The LAER compares the claims management expenses to total vehicle premium 

earned.  The LAER measure considers claims management expenses on an incurred basis, 

which means that it is based on the costs (current/paid and future/estimated) for claims that 

arise from losses occurring in the current fiscal year.  Because some of these are estimated 

(reserved), it is also affected when the cost of handling prior year claims is found to be greater 

or less than the previous estimate (this being a change in the reserve amount).  The incurred 

basis makes this measure more responsive when there are changes in the characteristics of 

new claims that will make them more or less costly to manage.  For instance, as a result of 

product reform which came into effect on April 1, 2019, fewer injury claims are being litigated 

and the cost to manage them to settlement will be lower.  This is reflected in LAER 2019/20 

Actual and 2020/21 Outlook as shown in Figure 7A.2.1.  
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Figure 7A.2.1 – Loss Adjustment Expense Ratio1 

Loss Adjustment Expense Ratio 
2018/19 

Actual2 

2019/20 

Actual 

2020/21 

Outlook 

A Claims services expenses including 

change in reserve ($ Millions) 
507 514 442 

B External expenses including change in 
reserve ($ Millions) 

540 388 250 

C RSLM ($ Millions) 54 58 54 

D Sum of A, B, and C 

($ Millions) 
1,101 961 746 

E Vehicle Earned Premiums 

($ Millions) 
5,799 6,256 6,272 

Loss Adjustment Expense Ratio 

(D/E) 
19.0% 15.4% 11.9% 

1 Rounding may affect totals. 
2 The 2018/19 Actual figure was calculated on a discounted basis.  Excluding the effect of discounting, the LAER for 
2018/19 Actual was 19.1%. 

4. In contrast, the LAR reflects only the costs of handling claims that are actually paid 

during the period.  LAR claims management expenses relate to both existing claims from prior 

years that are not yet settled and new claims; however, the external expense component 

reflects more of the older pre-product reform claims which are paid.  As shown in Figure 

7A.2.2 below, the LAR reflects limited impact from product reform during these fiscal year 

periods.  This is because the injury claims management expenses included in the ratio still 

relate primarily to pre–product reform claims, many of which are in litigation, for which costs 

will continue to be paid until the claims are resolved.  LAR compares claims management 

expenses to paid claims as shown in Figure 7A.2.2 below.  LAR includes loss management 

expenses but excludes road safety expenses.    
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Figure 7A.2.2 – Loss Adjustment Ratio  

Loss Adjustment Ratio 
2018/19 

Actual 

2019/20 

Actual 

2020/21 

Outlook 

A Claims services expenses  

($ Millions) 
365 406 410 

B External expenses 
($ Millions) 

315 382 380 

C Loss management expenses  
($ Millions) 

19 18 17 

D  

Sum of A, B and C ($ Millions)  
699 806 807 

E Paid claims ($ Millions) 4,009 4,373 4,561 

Loss Adjustment Ratio  

D/(E-B) 
17.4% 20.2% 19.3% 

5. The other difference between the two measures is in their denominators.  The LAER 

has vehicle earned premiums as its denominator.  The expectation is that earned premiums 

will increase over time at a gradual rate because of vehicle and premium growth.  LAR, in 

contrast, utilizes paid claims as its denominator, which has shown variability over the years 

especially with the rising rate of legal representation and litigation costs.   

6. The benefit of having a more stable denominator, such as vehicle earned premiums 

used in the LAER, is that it makes it easier to see and interpret the trends in the measure 

with respect to expenses associated with claims handling (internal and external).  Volatility in 

the paid claims denominator for LAR could result in the measure going up or down.  An 

increase in the measure does not necessarily reflect a worsening of claims management 

expenses or efficiency.  For example, an effective use of loss management costs may produce 

a reduction in paid claims (such as through fraud elimination), which would create an apparent 

worsening (i.e., an increase) in the LAR measure.  Therefore, this measure may require 

additional analysis and interpretation of the results.   

7. The LAER compares claims management expenses to the premiums that customers 

are paying in the same period; therefore, the LAER reflects how efficient ICBC is in controlling 

how much of the premium dollar is needed to pay for management of claims.  This is similar 

to how the loss ratio reflects how much of the premium dollar is needed to pay for overall 

claims costs.  The shift to the Enhanced Care model will result in a decrease in earned 

premium across fiscal years 2021/22 and 2022/23; therefore, this measure will likely 
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experience a shift before it stabilizes.  Paid claims used in LAR will also experience a decrease 

as a result of the Enhanced Care model; however, it is expected that LAR will take longer to 

stabilize.   

B SUMMARY 

8. The LAER ties the claims management expenses to the premiums in the same period 

and reflects how efficient ICBC is in controlling the amount of the premium dollar that is 

required to manage claims.  The LAER is considered to be a better measure of claims operation 

efficiency than LAR because it is on an incurred basis, making it more responsive to changes 

in the cost of managing claims.  The LAER is also measured against a more stable base, has 

a stronger alignment to other measures such as the Loss Ratio, and aligns better with ICBC’s 

corporate performance measure reporting. 
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1. In Figure 7A.3.1 below, the claims frequencies and severities for all Basic insurance 

coverages are consistent with the current year claims incurred component of the fiscal year 

(FY) 2019/20 Actual Basic Loss Ratio shown in Appendix 7A.1, Figure 7A.1.6.  For comparison 

purposes, the current estimates for the fiscal loss year 2020/21 frequencies and severities 

are also provided in Figure 7A.3.2 below.   

Figure 7A.3.1 – Claims Frequencies and Severities for Fiscal Loss Year 2019/20 

 

Frequencies Severities ($) 

2019/20 
Actual1 

Current 
Estimate  

Difference 
% 

2019/20 
Actual1 

Current 
Estimate  

Difference 
% 

Bodily Injury (BI) 1.37% 1.17% -14.6% 33,588 35,670 +6.2% 

Property Damage 4.17% 4.02% -3.6% 4,293 4,366 +1.7% 

Medical 
Rehabilitation 

1.88% 1.59% -15.4% 7,526 7,527 +0.0% 

Weekly Benefits 0.11% 0.12% +9.1% 20,513 22,698 +10.7% 

Death Benefits 0.0070% 0.0063% -10.0% 22,437 22,437 0% 

1 Based on current estimates as of the year-end audited financial statements. 

2. Year-end frequencies and severities shown in Figure 7A.3.1 above are derived from 

claims data as of March 2020, whereas the current estimates are derived from claims data as 

of August 2020. 

3. Based on claims experience so far, claims have developed favourably overall due to 

better than expected emergence under the Rate Affordability Action Plan product reforms 

which came into effect on April 1, 2019.  Frequency of claims in most coverages has emerged 

lower than estimated at year-end.  This favourable emergence has more than offset the higher 

severities that are now estimated for some coverages.   

4. In Figure 7A.3.2 below, the claims frequencies and severities for all Basic insurance 

coverages are consistent with the current year claims incurred component of the FY 2020/21 

Basic Loss Ratio Outlook.  The BI frequency and severity is the same as that shown in 

Appendix 7A.1, Figure 7A.1.6. 
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Figure 7A.3.2 – Claims Frequencies and Severities for Fiscal Loss Year 2020/21  

 
2020/21 Outlook 

Frequencies (%)  Severities ($) 

Bodily Injury 1.12% 36,923 

Property Damage 3.40% 4,813 

Medical 
Rehabilitation 

1.55% 7,927 

Weekly Benefits 0.08% 23,709 

Death Benefits 0.0055% 23,122 

5. Frequencies and severities shown in Figure 7A.3.2 above are derived from claims data 

as of August 2020. 

6. Based on the claims experience so far this year and assumptions for the remainder of 

the year, claims frequency is expected to fall below the general trend line.  This is 

predominately due to reduced vehicle traffic and fewer crashes during the period of 

emergency declared over the COVID-19 pandemic.  However, claims severities are projected 

to be somewhat higher for most coverages. 
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A INTRODUCTION 

1. Road Safety programs are an integral part of the Insurance Corporation of British 

Columbia’s (ICBC) commitment to both leading and supporting initiatives that contribute to 

reducing crashes, injuries, and deaths on BC roads, and their associated costs.  ICBC’s Road 

Safety programs employ the globally recognized Safe Systems approach to Road Safety.  The 

Safe Systems approach seeks to prevent or minimize the impact of crashes by influencing 

driver behaviour, improving the road network, and encouraging safer vehicles.  Road Safety 

priorities under the Safe Systems approach may employ a combination of different strategies 

as appropriate, including enforcement, engineering, and education.  ICBC’s investment in 

enhanced enforcement and road improvement engineering is unique in North America. 

2. In the 2019 Revenue Requirements Application (RRA), the Road Safety chapter 

focused on providing information related to new and emerging issues and programs including 

Rate Affordability Action Plan (RAAP) initiatives and funding, DriveSmart, Cannabis legislation, 

and Graduated Licensing Program initiatives.  ICBC also provided an expanded explanation 

around crash statistics and in particular, parking lot crashes. 

3. For the 2021 RRA, Road Safety matters have now been included as Appendix 7B and 

form part of a series of appendices to Chapter 7, Compliance Reporting.  This report provides 

updates on RAAP initiatives, information on other initiatives that have been launched since 

the 2019 RRA, and ICBC’s ongoing Road Safety programs to continue to provide transparency 

on the progress and success of programs and initiatives. 

4. The structure of this report is as follows: 

 Section B provides updates to RAAP initiatives introduced in the 2019 RRA and 

introduces other new road safety initiatives. 

 Section C provides updates to ongoing initiatives: the Traffic and Road Safety Law 

Enforcement Funding Memorandum of Understanding (Road Safety MOU), the Road 

Improvement Program, the Intersection Safety Camera (ISC) program, and ICBC’s 

Education and Awareness Initiatives. 

 Section D provides information on Road Safety statistics that ICBC collects and makes 

available for this Application. 

 Section E provides an update on the Graduated Licensing Program (GLP) Review. 

 Section F discusses funding of Road Safety programs. 
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5. As discussed in the following sections, ICBC remains focused on the factors it believes 

it can influence through its Road Safety programs, and through partnering with Government 

and police, to influence better driver behaviour over time. 

B UPDATES TO RAAP INITIATIVES AND NEW INITIATIVES 

6. RAAP Road Safety programs are now mostly complete.  This section provides updates 

to three initiatives under the RAAP program, one of which is ongoing: the Inexperienced 

Drivers Technology Pilot (Techpilot); and two of which are completed: Intersection Safety 

Cameras-Speed Activation (ISC-SA), and the Collision Reduction Program.  Funding for RAAP 

initiatives is provided from Optional insurance or Government funding and was discussed in 

the Road Safety Chapter of the 2019 RRA.1 

7. This section will also provide an overview of two new initiatives, which are not part of 

RAAP: Public Data, and Hazard Perception Assessment and Training (HPAT). 

B.1 INEXPERIENCED DRIVERS TECHNOLOGY PILOT 

8. In January 2020, ICBC launched a telematics pilot targeting drivers with four or fewer 

years of driving experience, beginning with the Novice phase, but not including time with a 

Learner licence.  This pilot is intended to determine whether the incentivized use of telematics 

technology can improve road safety outcomes and drive behavioural change among 

inexperienced drivers in BC.  Inexperienced drivers (those with five or fewer years of driving 

experience) crash more frequently than experienced drivers, and therefore have the most 

room for improvement.  As their driving habits are less ingrained, they also have a higher 

likelihood of improving their driving behaviour. 

9. The Techpilot app is paired with a Smart Tag, a small device fixed to the windshield 

behind the rear-view mirror.  When the app detects the presence of the tag and the motion 

of the vehicle it records the trip, highlighting the most severe speeding, cornering, braking or 

acceleration events, as well as the time and duration of phone-related distractions.  The app 

generates a driving score and a distraction score for each participant.  Participants complete 

monthly challenges related to these driving behaviours.  Points are awarded based on 

completion of challenges and maintenance of scores above a certain threshold. 

                                                           
1 Pursuant to 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, 2020. 
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10. ICBC recruited approximately 2,100 eligible drivers to participate.  Participants were 

divided into treatment and control groups, in a randomized control methodology.  Of those 

who initially signed up, approximately 1,400 drivers have actively participated in the pilot.  

Participating drivers can earn up to $425 (in the form of digital gift cards) over the course of 

the 21-month pilot, through a combination of participation incentives and, in the case of the 

treatment group, rewards for safe driving. 

11. The data collection phase began in January 2020, and will run through mid-October 

2021.  Driving data collected during the pilot, crash records, and tickets issued to the 

treatment and control groups will be compared, both with each other and, in the case of crash 

and ticketing data, with the larger population of drivers with similar driving experience 

profiles. 

B.2 INTERSECTION SAFETY CAMERA-SPEED ACTIVATION 

12. The phased implementation of automated speed enforcement was completed on 

schedule on March 31, 2020 with 35 of 140 red light cameras equipped with upgraded 

technology that will also ticket the fastest vehicles passing through these high risk locations. 

13. The new cameras use radar technology to detect speeding vehicles on every traffic 

light phase.  To determine the ISC locations best suited for speed enforcement, a selection 

model was developed to assess each red light camera intersection in terms of the prevalence 

and extremity of speeding, the severity of crashes, and the potential to reduce collisions.  

Project engineers also examined technical and physical considerations in detail to confirm the 

suitability of each location chosen. 

14. Reducing crashes by changing dangerous driving behaviours at high-risk intersections 

remains the primary goal of the ISC program and its partners.  A map of all ISC locations 

across BC is provided on www.icbc.com,2 and new, more colourful and prominent ISC warning 

signs were developed by the Ministry of Transportation and Infrastructure (MOTI) and 

installed on all approaches to every intersection monitored by a red light camera or a speed 

and red light camera system. 

                                                           
2 The link on icbc.com provides this map: 
https://www.google.com/maps/d/viewer?mid=1bwilWA7jH7IrJWzdQK3TQlzBDdOHOIdV&ll=51.25912446639858%
2C-122.13209885&z=7 

https://www.google.com/maps/d/viewer?mid=1bwilWA7jH7IrJWzdQK3TQlzBDdOHOIdV&ll=51.25912446639858%2C-122.13209885&z=7
https://www.google.com/maps/d/viewer?mid=1bwilWA7jH7IrJWzdQK3TQlzBDdOHOIdV&ll=51.25912446639858%2C-122.13209885&z=7
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15. The first ISC-SAs began enforcement at the end of July 2019.  By the end of September 

2020, the program had issued 70,000 speeding tickets.  Quarterly ISC red light and speed 

violation ticket data is provided on Government’s website: 

https://www2.gov.bc.ca/gov/content/safety/public-safety/intersection-safety-

cameras/statistics. 

16. An evaluation of the crash reduction impact of the automated speed enforcement 

project will be conducted in 2021/22, after one full year of data is collected. 

B.3 COLLISION REDUCTION PROGRAM: HIGH FRICTION SURFACE 
TREATMENT PROJECT  

17. In the fall of 2018, the MoTI began a pilot project on provincial roadways in which a 

high friction surface treatment (HFST) is applied directly onto the surface of the road at 

locations with a history of high rates of rear-end collisions. 

18. The MoTI completed the application of the HFST at the 14 locations that were identified 

for the treatment.  The completion of this work was announced in the following news release: 

https://news.gov.bc.ca/releases/2019TRAN0144-001626. 

19. The MoTI plans to evaluate the HFST installations to determine the effectiveness of 

the treatment in terms of reducing the frequency and severity of collisions.  A conflict-based 

time-series evaluation is planned at a sample of locations, likely in 2021, to determine the 

effectiveness of HFST.  A subsequent evaluation of collisions is expected once three years of 

post-implementation collision data are available. 

B.4 PUBLIC DATASETS  

20. In 2020, ICBC began to publish large quantities of data on its website, as part of an 

ongoing effort to increase transparency and improve access to data.  Presently these include 

extensive crash and vehicle population data.  Data on contraventions and driver licensing, will 

be added in 2021.  The datasets can be found here: 

https://www.icbc.com/about-icbc/newsroom/pages/Statistics.aspx. 

21. The new data can be customized to users’ needs and downloaded in its entirety or by 

applying any of the 22 filters available in each tool. 

https://www2.gov.bc.ca/gov/content/safety/public-safety/intersection-safety-cameras/statistics
https://www2.gov.bc.ca/gov/content/safety/public-safety/intersection-safety-cameras/statistics
https://news.gov.bc.ca/releases/2019TRAN0144-001626
https://public.tableau.com/profile/icbc#!/vizhome/ICBCReportedCrashes/ICBCReportedCrashes
https://public.tableau.com/profile/icbc#!/vizhome/VehiclePopulationIntroPage/VehiclePopulationData
https://www.icbc.com/about-icbc/newsroom/pages/Statistics.aspx
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22. Crash data is provided to the level of a single crash.  Vehicle population data includes 

various fields such as municipality, vehicle type, or forward sortation area (area based on the 

first three characters of a postal code). 

23. Quick Statistics, a collection of the most commonly requested statistics in a simple 

view, is now available in an interactive format. 

24. Vehicle population and crash data will be updated annually in late spring/early 

summer.  More information on data availability can be found here: 

https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf. 

25. None of the data fields contain personally identifiable information. 

26. As more customers are able to serve themselves, the new data tools should reduce 

the significant impact that routine requests for data put on resources while at the same time, 

improving customer experience. 

27. Overall, this initiative will increase public transparency by allowing data to be easily 

accessed in a usable format.  It is consistent with how Government and other organizations, 

such as WorkSafeBC and City of Vancouver, publicly share their data. 

B.5 HAZARD PERCEPTION ASSESSMENT AND TRAINING 

28. As part of the Government/Telus Strategic Innovation Fund (SIF), ICBC and Telus are 

collaborating on the research and development of a HPAT application, which is intended to 

deliver a service to pre-drivers, young drivers, or drivers new to BC.  HPAT will enhance the 

situational awareness of new drivers for driving hazards, and this will be achieved by 

presenting hazardous driving situations using computer generated simulations that will give 

users timely feedback and appropriate guidance, thus creating more aware and safer drivers.  

HPAT is expected to be available for pilot testing in the spring of 2021.  This initiative is funded 

by the SIF and not Basic insurance. 

C ONGOING INITIATIVES  

29. ICBC is engaged in ongoing initiatives to support the Road Safety Program and 

continues to fund the Road Safety MOU, Road Improvement Program, ISC program, and 

education and awareness initiatives, as described in the following sections. 

https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf
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C.1 ROAD SAFETY MOU  

30. As in previous years, ICBC continues to fund a series of initiatives under the Road 

Safety MOU.  The Road Safety MOU also highlights ICBC’s and the Government’s commitment 

to addressing high-risk driving behaviours.  The Enhanced Traffic Enforcement Program 

(ETEP), under the Road Safety MOU, is a coordinated traffic enforcement partnership between 

ICBC, the Ministry of Public Safety and Solicitor General (MPSSG), and the Royal Canadian 

Mounted Police (RCMP). 

31. The Road Safety MOU has been established for a 3-year term beginning April 1, 2020 

and amended effective August 21, 2020.  Copies of the new Road Safety MOU and amendment 

are provided in Attachment 7B.1. 

32. Updates on the progress of the recommendations from the ETEP Forward-Looking 

Review, completed in 2016, are provided to the MOU Governance Council at its quarterly 

meetings.  In June 2019, there was a Mid-Point Review of the ETEP Forward-Looking Review’s 

four high-level action plans which included: implementing intelligence-led enforcement 

management; enhancing performance tracking and reporting; improving resource 

management; and improving/aligning partnership and stakeholder relations.  The Mid-Point 

Review concluded that the majority of activities associated with the four high-level action 

plans were on track.  One activity, development of a Value Logic Model (VLM) framework, was 

identified as behind schedule; however, work has since progressed and is now proceeding as 

planned.  The VLM framework enables an understanding of the relationship between ETEP 

resources, activities and outcomes.  The VLM framework is used to advance other work 

identified in the ETEP Forward-Looking Review.3 

C.2 ROAD IMPROVEMENT PROGRAM 

33. The goal of the Road Improvement Program is to partner with provincial and municipal 

road authorities to implement road improvements that will help to reduce the frequency 

and/or severity of crashes. 

34. A total of 363 Road Improvement Program projects were completed during the 

2019/20 fiscal period, with approximately 90 municipal and provincial road authorities 

participating in the Road Improvement Program.  A total of 57% of the Road Improvement 

                                                           
3 The ETEP Forward-Looking Review was conducted by KPMG to identify opportunities for efficiencies, evidence based 
practices to improve future delivery of ETEP practices. The report was filed as Appendix 8 B in the 2017 RRA. 
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Program funding was for projects in the Lower Mainland, Fraser Valley, and Sunshine Coast; 

and 43% was for projects throughout other parts of the province. 

35. The Road Improvement Program projects completed during the 2019/2020 fiscal 

period are described in Figure 7B.1 below: 

Figure 7B.1 – Road Improvement Program Projects for 2019/20 

Program Type % Budget 

Intersection, roundabout, traffic control improvements 39 

Road and highway corridor improvements 19 

Infrastructure improvements for pedestrians, cyclists, and school zones 17 

Signing, pavement marking, delineation, rumble strips  13  

Speed control measures, roadside and barrier improvements, traffic 

calming, safety studies 
12 

C.3 INTERSECTION SAFETY CAMERA PROGRAM  

36. There are digital cameras equipped to capture evidence of red light violations at 140 

of the highest risk intersection in 26 communities across the province, with 35 of these 

cameras also equipped to capture speed violations as described in Section B.2.  All cameras 

are operating at 100% activation.  The ISC program is administered as a partnership by ICBC, 

MPSSG, and the RCMP.  Funding changes to the program are described in Section F. 

C.4 EDUCATION AND AWARENESS 

37. The majority of ICBC’s road safety education and awareness activities are scheduled 

in a manner that aligns with the enforcement calendar of the British Columbia Association of 

Chiefs of Police.  ICBC provides support through media events, community activations, paid 

and social media, and other outreach tactics.  This aligned approach helps the public to make 

strong connections between enforcement and road safety education and awareness priorities. 

38. ICBC has developed Road Safety Learning Resources to help teachers give children 

and young adults the tools they need to be safer road users.  These online resources provide 

information about road safety and became available in December 2019 for teachers to 

download free for students from preschool to Grade 10.  These resources are downloadable, 

searchable, and easily printable, and provide access to our streamed video content. 



2021 RRA Appendix 7B – Road Safety 

Insurance Corporation of British Columbia 7B-8 
December 15, 2020  

39. As a result of the COVID-19 pandemic, ICBC adjusted its typical activities related to 

education and awareness campaigns.  This included: moving from live media launches to 

either a news release or media spokesperson availability format; adapting messaging to be 

COVID-19 relevant; and, adjusting activities in communities involving Road Safety 

Community Coordinators and volunteers, including an initiative which involved a collaboration 

with Claims employees to support Speed Watch deployments during the May 2020 High Risk 

Driving campaign.  Additionally, the Road Safety Speaker program, which involves in-person 

presentations primarily to grade 12 students, was suspended due to COVID-19 but resumed 

this fall after moving to an online format. 

40. ICBC’s primary education and awareness focus in 2019/20 was on distracted driving, 

speeding, and impaired driving as these are the top contributing factors recorded by police in 

fatal and serious injury crashes. 

41. ICBC also evolved its Drive Smart campaign which is discussed below. 

42. Figure 7B.2 below shows the number of fatal victims for the years 2015 through 2019 

by top contributing factors, which are referenced in subsequent subsections.  Impaired driving 

has been further broken down in Figure 7B.3 below to show the numbers for Impaired by 

Alcohol, by Drugs, and by Alcohol and Drugs. 

Figure 7B.2 – Fatal Victims in Crashes by Top Contributing Factors – 2015 to 2019 

and Five-year Average4 

 2015 2016 2017 2018 2019 Average 

Speeding 89 92 73 77 74 81 

Distracted Driving 89 80 73 75 70 78 

Impaired Driving1 72 67 72 64 58 67 

1 To prevent double counting, the number of fatalities due to Impaired Driving is calculated as the sum of fatal drivers 
Impaired by Alcohol and Impaired by Drugs or Medication minus those Impaired by Both Drugs and Alcohol as shown 
in Figure 7B.3. 

C.4.1 SPEEDING 

43. Speed is the top contributing factor in fatal crashes in BC.  On average, 81 people are 

killed in speed related crashes in BC each year.5 

                                                           
4 https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf.  
5 Based on 5-year average (2015-2019) of reports from the Traffic Accident System (TAS).  The TAS is a reporting 
system which compiles reports from police attended motor vehicle collisions. 

https://www.icbc.com/about-icbc/newsroom/Documents/background-data.pdf
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44. The prevalence of speeding behaviours across BC is evident from the data collected at 

ISC locations across the province as referenced in Chapter 5, Road Safety, Section B.3 of the 

2019 RRA.  The ISC-SA project is one way Government, ICBC, and police are addressing high 

risk speeding behaviours.  Information on the ISC-SA project is located in Section B.2. 

45. In the early months following the provincial declaration of a state of emergency due 

to the COVID-19 pandemic, police observed increases in drivers speeding.  In May 2020, ICBC 

partnered with police and Government on an annual province-wide enforcement, education 

and awareness campaign focusing on speed and urging drivers to slow down.  ICBC supported 

police enforcement activities with radio and digital advertising. 

46. Through the combination of the May education and awareness campaign, and support 

for enforcement efforts, both traditional and automated, ICBC continues to remind drivers 

that speed increases the chances of crashing, and the severity of crashes. 

C.4.2 DISTRACTED DRIVING 

47. Distracted driving contributes to an average of 78 crash fatalities each year, and is the 

second-leading contributing factor in fatal crashes in BC.6 

48. Nearly all drivers (94%) surveyed by ICBC continue to identify distracted driving 

behaviours, such as hand-held phone use, as risky, but a significant proportion continue to 

engage in these behaviours.  In ICBC’s most recent survey on this topic, 37% of drivers 

responded that they typically talk or text on their mobile devices at least once in every ten 

trips.  Included as Attachment 7B.2 is the most recent Distracted Driving BC Driver Study. 

49. In response to the gap between driver perception and acceptance of risk, Government, 

police, and ICBC continue to place a high priority on addressing this issue. 

50. For its part, Government has strengthened penalties over the years, and in 

March 2018, the use of electronic devices while driving was classified as a high-risk offence.  

This means that drivers who receive two convictions for electronic device use in a 3-year 

period may be billed under the Driver Risk Premium for up to three years, in addition to the 

fines associated with the violation tickets.  Beginning in 2019, convictions for electronic device 

use, and other high risk offences, now impact a driver’s Optional insurance premiums as well. 

                                                           
6 See Figure 7B.2. 
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51. Police continue to make distracted driving a top enforcement priority.  Police conduct 

regular province-wide enforcement campaigns primarily targeting electronic device use.  

These campaigns currently are scheduled in March and September of each year. 

52. ICBC conducts public education and awareness campaigns coinciding with this 

enforcement activity.  These campaigns comprise paid advertising in a variety of media; 

community activations, such as Cell Watch and the use of driving simulators at schools and 

public events;7 and earned media, such as television and radio interviews.  ICBC also 

continues to track driver perceptions, attitudes, and self-reported behaviours in semi-annual 

surveys. 

C.4.3 IMPAIRED DRIVING 

53. While the number of alcohol related fatalities in BC has decreased over the past few 

years due to stronger legislative sanctions, an average of 67 people are killed each year in 

crashes involving impaired driving.8 

54. ICBC conducts two annual impaired driving education campaigns, one in July from 

Canada Day through to the BC Day long weekend, and another in December during the holiday 

season.  The purpose is two-fold: to educate drivers on the risk of drinking and driving and 

offer strategies to reduce that risk, and also to support visible support during July and 

December. 

55. ICBC promotes enforcement activities through radio advertising and social and earned 

media including ‘Light up the Highways’ to remind drivers that CounterAttack road checks are 

on and to plan ahead for a safe ride home.  ICBC’s messaging targets drivers pre-trip (if you 

plan to drink, leave your car at home) and on site to encourage drivers to leave their vehicle 

and choose an alternate way home such as a taxi, transit, car ride service or a designated 

driver.  ICBC is a provincial sponsor of Operation Red Nose and offers free Special Event 

Permit kits for any private or public event where alcohol is served to remind guests to get 

home safe. 

56. ICBC continues to monitor the issue of drug-impaired driving.  As shown in Figure 7B.3 

below, there were 18 fatal victims in crashes in which drugs were identified as a contributing 

factor in 2019, below the 5-year average of 20, and far below the numbers associated with 

                                                           
7 Some community activities have been curtailed or modified due to COVID-19. 
8 5-year average (TAS, 2015-19) 
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alcohol.  Half of the fatalities resulting from crashes where impairment by drugs was a factor, 

also involved alcohol impairment. 

Figure 7B.3 – Fatal Victims in Impaired Driving Crashes by Type of Impairment – 

2015 to 2019 and Five-year Average 

 2015 2016 2017 2018 2019 Average 

Impaired by Alcohol 61 52 64 56 49 57 

Impaired by Drugs 

or Medication 
17 24 25 14 18 20 

Impaired by Both 

Drugs and Alcohol 
6 9 17 6 9 10 

C.4.4 DRIVE SMART 

57. In July 2018, ICBC launched its Drive Smart campaign to encourage drivers to take 

accountability for their actions on the road.  Drive Smart continues to apply a broad approach 

to improving road safety, rather than through standalone campaigns.  Drive Smart focuses 

primarily on crashes involving vulnerable road users, such as cyclists, pedestrians, and 

motorcyclists, by promoting positive, driver-focussed messages to build and reinforce a safe 

driving culture in British Columbia. 

D ROAD SAFETY STATISTICS 

58. ICBC continues to collect and monitor crash statistics in order to inform and prioritize 

Road Safety programs and investments.  The following section provides further explanation. 

D.1 CRASH STATISTICS  

59. ICBC compiles crash data continuously as crashes are reported by customers, through 

the claims process, and by police when they attend crashes.  In reporting these statistics, the 

numbers often change over time as information is updated.9  ICBC reports crash data publicly 

through the public datasets discussed in Section B, as well as in ICBC Quick Statistics, both 

of which are updated annually.10 

60. In accordance with the August 19, 2019 Decision on the 2019 Revenue Requirements 

Application (Order G-192-19), ICBC was requested to continue reporting on crash frequency 

                                                           
9 Crash statistics are reported to inform the public and improve accessibility. 
10 https://www.icbc.com/about-icbc/newsroom/Pages/Statistics.aspx 

https://www.icbc.com/about-icbc/newsroom/Pages/Statistics.aspx
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metrics and the Learner and Novice crash rate ratios in future RRA’s as presented in 

Figures 7B.4 and 7B.5 below. 

61. In Figure 7B.4, ICBC has provided the most current numbers available for the crash 

frequency statistic which include out of province crashes.  The crash frequency represents the 

number of crashes reported to ICBC per vehicle insured with ICBC.  Figure 7B.4 shows the 

number of crashes and Policy Years Earned, and the crash frequency, from 2017 through 

2019. 

Figure 7B.4 – Crash Frequency Results 

 

Year 

2017(a) 2018(a) 2019(b) 

Number of Crashes(c) 347,500 327,922 306,934 

Policy Years Earned(d) 3,234,254 3,293,381 3,332,027 

Crash Frequency 10.7% 10.0% 9.2% 

(a) The number of crashes was evaluated as of July 31, 2019.  Policy Years Earned was evaluated as of 
August 31, 2019.  The definition of crashes changed from the 2019 RRA so that crashes, regardless of how many 
vehicles or road users are involved, are always counted as a single crash.  With the previous definition, a small 
percentage of crashes involving multiple vehicles or road users were sometimes viewed as more than one crash.  As 
a result, the 2017 figures are restated from previously published results.  The 2017 Crash Frequency is at a different 
level of development and is not directly comparable to any other year. 
(b) The number of crashes was evaluated as of April 4, 2020. Policy Years Earned was evaluated as of 
August 31, 2020.  
(c) Crash counts include all crashes reported to ICBC, including out of province crashes. 
(d) Policy Years Earned excludes trailers and off road vehicles. 

D.2 LEARNER AND NOVICE CRASH RATIOS 

62. Figure 7B.5 provides the ratios between the crash rates of new drivers compared to 

experienced drivers broken down by Learner and Novice. 

Figure 7B.5 – Learner and Novice Crash Ratios 

 2016  2017 2018 2019 

Learner 0.16 0.15 0.17 0.16 

Novice 1.64 1.56 1.50 1.40 

63. For Learner drivers, the small value of the ratio reflects the high safety performance 

of the GLP resulting from the significant driving restrictions.  The high value of the ratio for 
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Novice drivers suggests there may be additional GLP measures which could produce safety 

benefits for Novice drivers. 

E DRIVER LICENSING ROAD SAFETY INITIATIVES AND 

MONITORING 

64. ICBC is currently focusing on a 2019 request from Government asking ICBC to support 

the potential development of a mandatory entry-level training (MELT) program for new 

commercial truck drivers licensed in BC to ensure better trained commercial drivers and safer 

roads.  As the MELT program progresses, consideration of other potential GLP enhancements 

as listed in the 2019 RRA will commence.  Please refer to Chapter 7, Appendix 7J, Section B 

for more information on the MELT program. 

E.1 REVIEW OF GRADUATED LICENSING PROGRAM 

65. ICBC completed a review of the GLP that identified six areas as potential GLP 

enhancements and analyzed them against BC crash data.  In 2019, GLP enhancement analysis 

was put on hold to allocate resources to the MELT program. 

F INVESTMENT AND FUNDING OF ROAD SAFETY INITIATIVES 

66. This Section provides an overview of ICBC’s Road Safety programs and initiatives and 

their funding sources. 

F.1 ONGOING ROAD SAFETY EXPENSES 

67. Ongoing Road Safety expenses continue to be funded primarily by Basic insurance.11  

Figure 7B.6 outlines ongoing Road Safety expenses for 2019/2020 and the outlook for 

2020/2021. 

  

                                                           
11 The Integrated Municipal Provincial Auto Crime Team (IMPACT) and Bait Car program under the Road Safety MOU, 
and auto crime expenditures are allocated between Basic and Optional insurance as per the BCUC-approved financial 
allocation methodology.  See Chapter 7, Appendix 7I, Cost Allocation Tables. 
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Figure 7B.6 – Road Safety Program Expenses 

Road Safety Program Expenses 

($ Millions) 

2019/20 

Plan1 

2019/20 

Actuals1 

2020/21 

Outlook1 

Enhanced Road Safety 

Enforcement 
24.8 23.5 23.42 

Road Improvements 8.1 8.4 8.0 

Education and Awareness 1.4 1.1 2.3 

Total Direct Expenses 34.3 32.9 33.7 

Compensation 3.7 3.7 3.8 

General Expenses 3.3 2.8 1.1 

Total Road Safety Expenses 41.2 39.4 38.5 

Total Road Safety FTEs 29.0 29.0 29.0 

1 Rounding may affect totals. 
2 Budget was prepared before Road Safety MOU was finalized and amended and therefore 2020/21 Outlook is 
$0.5 million lower than amended Road Safety MOU for 2020/21. 

68. The primary difference in 2019/20 between plan and actual for Enhanced Road Safety 

Enforcement is due to a $1.2 million refund as a result of over-projecting RCMP member pay 

raises in fiscal year 2015/16 and 2016/17. 

69. Between Enhanced Road Safety Enforcement and Education and awareness, a 

rebalancing has occurred in the 2020/21 outlook compared to the 2019/20 plan, bringing 

relative spending in these areas closer to historical levels from the changes that had occurred 

between 2018/19 and 2019/20 as explained in the 2019 RRA Chapter 5, Section F.2.  For 

general expenses the 2020/21 outlook is lower by $2.2 million compared to the 2019/20 plan.  

This is a result of the government’s decision to allow ICBC to retain costs out of the Traffic 

Fine Revenues remitted to the province for the ISC program at the historical 25% activation 

level.  This decision was effective from fiscal year 2019/20.  Recoveries of $1.1 million for 

2019/20 actual were recorded, while the 2020/21 outlook includes a recovery of $1.3 million. 

F.1.1  THE ROAD SAFETY MOU: ENHANCED ROAD SAFETY ENFORCEMENT 

70. The Road Safety MOU represents ICBC’s single largest road safety investment.  

Funding for the Road Safety MOU is provided from Basic insurance in accordance with Special 

Direction IC2 as amended by Order in Council 633/2020, December 14, 2020 

(B.C. Reg 281/2020). 

71. The Road Safety MOU has been established for a 3-year term beginning April 1, 2020 

and amended effective August 21, 2020.  The total amount payable by ICBC under the Road 
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Safety MOU is $23.9 million in 2020/21, $26.4 million in 2021/22 and $24.4 million in 

2022/23.  The Road Safety MOU provides funding for planning and leasing costs towards a 

new Lower Mainland Integrated Road Safety Unit facility in 2020/21 and 2021/22, while costs 

relating to the Integrated Traffic Camera unit, previously funded under prior MOUs, are now 

funded from revenue retained from Traffic Fines. 

F.1.2 ROAD IMPROVEMENT PROGRAM 

72. ICBC’s Road Improvement Program was the second largest road safety investment in 

2019/20, with $8.4 million contributed to infrastructure projects aimed to reduce the 

frequency and/or severity of crashes. 

F.1.3 EDUCATION AND AWARENESS CAMPAIGNS 

73. As discussed in Section C.4, ICBC focused its investments in distracted driving, 

speeding and impaired driving.  As referenced in 2019 RRA Chapter 5, Section F.2.3, the 

budget for education and awareness in 2019/20 had been reduced by $2.4 million from 

2018/19 in order to fund additional police enforcement under the Road Safety MOU.  The 

budget for education and awareness in 2020/21 is $1.2 million higher than in 2019/20. 

G CONCLUSION  

74. ICBC and government partners have continued their collaboration on several 

significant road safety initiatives that reaffirm ICBC’s and the Government’s commitment to 

reducing crashes, injuries, and fatalities, and the toll they have on the lives of British 

Columbians and the auto insurance rates that they pay.  ICBC and its partners will continue 

to put a focus on successfully implementing and evaluating these new initiatives, and also 

acknowledge the need to sustain its existing Road Safety programs while also planning for 

the future. 
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AMENDMENT TO  
TRAFFIC AND ROAD SAFETY LAW ENFORCEMENT FUNDING 

MEMORANDUM OF UNDERSTANDING  
 
 
This AMENDING AGREEMENT is dated for reference August 21, 2020 
 
 
BETWEEN: 
 

INSURANCE CORPORATION OF BRITISH COLUMBIA,  
151 West Esplanade 
North Vancouver, British Columbia,  
V7M 3H9  
 
(“ICBC") 

 
AND:  
 

GOVERNMENT OF BRITISH COLUMBIA, AS REPRESENTED BY THE MINISTER 
OF PUBLIC SAFETY AND SOLICITOR GENERAL 
Province of British Columbia  
PO Box 9285, Stn Prov Govt  
Victoria, BC V8W 9J7  
 
(“MPSSG”)  
 

 
WHEREAS 
 
A. ICBC and MPSSG entered into the TRAFFIC AND ROAD SAFETY LAW 

ENFORCEMENT FUNDING MEMORANDUM OF UNDERSTANDING dated for 
reference April 1, 2020, with a term ending on March 31, 2023 (the “MOU”). 

 
B. The MOU sets out the maximum cost payable for each year of the MOU. 
 
C. MPSSG would like to access $490,000 one year earlier than planned to cover 

planning/leasing costs for the new Lower Mainland Integrated Road Safety Unit facility. 
 
D. MPSSG requires that $490,000 in costs be moved from the year ending March 31, 

2022 to the year ending March 31, 2021. 
 
E. The parties wish to amend the MOU to amend some of its terms effective as of the 

date of this Amending Agreement. 
 
 
 
THEREFORE the parties agree as follows:  
 



 - 2 -  

 
1. In this Amending Agreement, terms defined in the MOU will have the same meaning in 

this Amending Agreement.  
 

2. Paragraph 6(a) of the MOU is amended by deleting “the sum of $23,412,858” and 
replacing it with “the sum of $23,902,858”. 

 
3. Paragraph 6(b) of the MOU is amended by deleting “the sum of $26,914,932” and 

replacing it with “the sum of $26,424,932”. 
 

 
 

The parties have caused this Amending Agreement to be signed by their duly authorized 
representatives as of the date first set out above. 

 
 
For ICBC: 
 
 
________________________________   _____________________ 
Nicolas Jimenez      Date 
President and CEO  
Insurance Corporation of British Columbia 
 
 
For MPSSG: 
 
 
________________________________   _____________________ 
Mark Sieben       Date  
 
Deputy Solicitor General 
Ministry of Public Safety and Solicitor General 

August 21, 2020

September 8, 2020Elenore Arend on behalf of Mark Sieben 
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METHODOLOGY

• These are the findings from the Spring wave of the Road Safety Tracking Study (RSTS)/BC Driver Study. 

For this wave, 1000 interviews were conducted online between April 16 and May 13, 2020.

• The precision of Ipsos online surveys is measured using a credibility interval. In this case, the results are 

accurate to within ±3.5 percentage points, 19 times out of 20, had all British Columbia drivers been 

interviewed. The credibility interval will be wider among subsets of the population. 

• These data have been weighted to reflect the actual age, gender and regional composition of 

ICBC’s customer base age 18+.

INTERPRETING RESULTS

• In the tables presented throughout this report, each column going from left to right across the tables is 

denoted by a letter in sequential order; A, B, C etc. If one or more of these letters appears beside a 

percentage figure it means that this percentage is significantly different to the percentage in the 

designated column(s). For instance, if a particular result (e.g. strongly agree) in column C has letters 

‘A’ and ‘B’ beside it, this means that in this example ‘strongly agree’ in column C is statistically higher 

than those in columns ‘A’ and ‘B’. 

• Subgroup differences (age, region and gender) are presented within the text commentary. Results 

that are higher or lower than average have bold font for example [Men 49%, Women 22%]. The bold 

result indicates that this result among men is statistically higher than among women. Where a result is 

15% or less, and it is not a major finding, subgroup differences (even if significant) are not emphasized.

• Please note that some totals in this report may seem off due to rounding. For example, 35% and 24% 

might be presented in this report as a sum of 60% (not 59%). With decimals, the component 

percentages might be 35.4% (rounds down to 35%) and 24.2% (rounds down to 24%), making the total 

59.6%, which rounds up to 60%. All percentages shown are correct.

Introduction
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Similar to previous waves, for the most part, BC drivers continue to demonstrate positive attitudes and 

behaviours as they pertain to distracted driving. Some of the more positive aspects that BC drivers hold 

include:

• 94% of BC drivers believe it is highly risky to text while driving, including 76% categorizing this behavior 

as ‘extremely risky’. 84% believe it is highly risky to talk while holding a cell phone and driving, 

including 53% categorizing this behavior as ‘extremely risky’. Further, 77% consider just looking at a 

display screen to be highly risky. 

• Correspondingly, 81% are highly uncomfortable as a passenger if the driver is texting while driving and 

75% are highly uncomfortable as a passenger if the driver is talking on the phone without a hand-free 

system while driving. 

• 89% would feel ashamed to some extent if people that were important to them knew that they talked 

on the phone when driving and 88% would feel ashamed if people knew they texted when driving 

(100% minus those who say “not at all agree” = agree to some extent).

• 65% consider texting to be highly risky even when stopped at a red light or at a stop sign. Likewise, 

64% consider talking on the phone while stopped to be highly risky. As such, similar proportions are 

uncomfortable as passengers when drivers exhibit these behaviours: 65% are highly uncomfortable if a 

driver is talking on the phone while the vehicle is stopped and 64% are highly uncomfortable if the 

driver is texting while stopped. 

• Most (62%) drivers believe the current penalties for distracted driving are about right and an 

additional 30% say they can be even higher. 

• 62% recall hearing a distracted driving related slogan in the past month. The most commonly recalled 

slogan is “Leave your phone alone” which was recognized by 46%.

• 43% believe it is highly likely they would be caught if talking on their phone while driving and 42% 

believe it is highly likely they would be caught if texting on their phone while driving. 

Summary



© Ipsos5 ‒

There are still numerous negative observations as well:

• 79% of BC drivers are not fully aware of the penalties of distracted driving. Awareness of the penalties is 

low, with only 21% who know the fine and penalty points cost of being caught using a hand-held device 

while driving. 

• 72% of BC drivers acknowledge that recently they have had occurrences of taking their eyes off the 

road even if for a second. The most common distraction (mentioned by more than half of BC drivers) is 

making adjustments on the console (heat/air, vents, radio etc).

• 71% agree to some extent that people they care about talk on their phone while driving, and 60% agree 

to some extent that people they care about text while driving. 100% minus those who say “not at all 

agree” = agree to some extent.

• Although many are uncomfortable as passengers when a driver is talking or texting while driving, just 65% 

say they would ask the driver to stop texting and just 58% would ask the driver to stop talking on the 

phone. 

• 40% anticipate using their phone to talk or text if they are stopped at an intersection in the next week, 

and 32% anticipate using their phone to talk or text if they are in slow, congested traffic. While lower 

than the first scenarios, some drivers also anticipate using their phone while driving at night (20%), with 

passengers (20%), or if in fast-moving traffic (16%). (Anticipate using the phone is defined by choosing 

any answer choice other than “not at all likely” to use the phone). 

• It seems unclear about where drivers should keep their phone if using it for GPS/directions or for music. 

Around two-thirds of drivers keep their phone in either cup holder, on the passenger seat or on the dash. 

• 37% of drivers say they use their phone at least 1 out of every 10 trips. 

• 19% of BC drivers admit to texting while driving within the past month. This is particularly higher among 

drivers age18 to 25 years with 39% admitting to texting while driving.

• 17% of BC drivers admit to talking on their cell phone without the use of a hands-free device within the 

past month. This too is exceptionally higher among those age 18 to 25 at 33%. 

Summary (continued)
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15%

11%

17%

9%

9%

9%

30%

7 - Extremely likely

Rated 6

Rated 5

Rated 4

Rated 3

Rated 2

1 - Not at all likely

Likelihood of Being Caught Using Phone (For Talking)

7 ‒

Base: All respondents (n=1000)
Q7a. How likely do you think it is that you would get caught if you were talking on a hand-held cell phone while driving? 

Oct 
2012

Dec 
2012

Oct 
2014

May 
2015

Oct 
2015

Apr 
2016

Oct 
2016

May
2017

Oct
2017

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1000

A
1005

B
1192

C
1066

D
1047

E
1002

F
1129

G
1001

H
1004

I
1000

J
1003

K
1000

L
1125

M
1000

N

Highly likely 

(5,6,7)
43%
DEFG

44%
DEFG

40%
DEFG

34% 33% 30% 32% 40%
DEFG

41%
DEFG

44%
DEFG

44%
DEFG

46%
CDEFGHI

46% 
CDEFGHI

43%
DEFG

Unlikely (1,2,3)
55%

BCHIJKLMN 39% 48% 
B

52% 
BJKLN

60% 
ABCDHIJKLM

N

61% 
ABCDHIJKLM

N

61%
ABCDHIJKLM

N

50%
BL

50%
BL

47%
B

47% 44% 
B

48% 
B

47%
B

 More than two-in-five (43%) think it is highly likely that they would be 
caught if talking on a hand-held cell phone while driving.
[Lower Mainland 47%, Outside Lower Mainland 39%]

 Three-in-ten drivers (30%) say it is not at all likely that they would be 
caught if talking on a hand-held phone while driving. 

TRENDED RESULTS

 These results are on par with last wave. 

 While the perceived likelihood of being caught talking on a phone 
while driving was lower between May 2015 and October 2016, it has 
increased significantly since. 

Highly Likely

43%

A/B/C/D/E/F/G/H/I/J/K/L/M/N
denotes a significant difference 
at the 95% confidence interval. 
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17%

10%

15%

10%

8%

9%

31%

7 - Extremely likely

Rated 6

Rated 5

Rated 4

Rated 3

Rated 2

1 - Not at all likely

Likelihood of Being Caught Using Phone (For Texting)
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Base: All respondents (n=1000)
Q7b. How likely do you think it is that you would get caught if you were texting while driving? 

Oct 
2015

Apr 
2016

Oct 
2016

May 
2017

Oct 
2017

Apr
2018

Nov 
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1047

A
1002

B
1129

C
1001

D
1004

E
1000

F
1003

G
1000

H
1125

I
1000

J

Highly likely 

(5,6,7)
31% 29% 31%

38%
ABC

39%
ABC

42%
ABC

43% 
ABCD

45% 
ABCDE

46% 
ABCDE

42%
ABC

Unlikely (1,2,3)
60%

DEFGHIJ
63%

DEFGHIJ
61%

DEFGHIJ
52%
GHI

52%
GHI

48% 47% 45% 46% 48%

 More than two-in-five (42%) think it is highly likely that they would be 
caught if texting while driving.

 Three-in-ten drivers (31%) say it is not at all likely that they would be 
caught if texting while driving. 

TRENDED RESULTS

 While perceptions of being caught for texting while driving were 
relatively low when first measured in 2015 and 2016, the perceived 
likelihood has been increasing incrementally since 2017.

 This wave’s results mark a reversal to this trend. However, the drop is not 
statistically significant. 

Highly Likely

42%

A/B/C/D/E/F/G/H/I/J
denotes a significant difference 
at the 95% confidence interval. 
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5%

4%

6%

19%

19%

8%

11%

13%

19%

31%

36%

33%

76%

53%

29%

30%

Texting while driving

Talking while holding 
a cell phone and 

driving

Texting while at a red 
light or stop sign

Talking while holding 
a cell phone at a red 

light or stop sign

Not at all risky (1) (2, 3) (4) (5, 6) Extremely risky (7)

Perceived Risk of Talking or Texting while Driving 1/2

9 ‒

Base: All respondents (n=1000) Note: Data <4% not labelled.
Q8. In your personal opinion, how RISKY (in terms of being in an accident or near miss) do you consider the following behaviours to be?

 Nearly all (94%) BC drivers consider texting while driving to be risky, 
including 76% saying ‘extremely risky’. Subgroup differences for 
‘extremely risky’ include:
[Age 18-25 61%, 26-50 71%, 51-65 83%, 66+ 92%]
[Lower Mainland 73%, Outside Lower Mainland 79%]

 More than four-in-five (84%) consider talking while holding a cell 
phone and driving to be risky, including 53% saying ‘extremely risky’. 
Subgroup differences for ‘extremely risky’ include:
[Age 18-25 38%, 26-50 45%, 51-65 67%, 66+ 69%]
[Lower Mainland 50%, Outside Lower Mainland 57%]

 Relative fewer but still a majority (65%) consider texting while at a red 
light or stop sign to be risky (29% ‘extremely risky’). Subgroup 
differences for ‘extremely risky’ include:
[Age 18-25 14%, 26-50 23%, 51-65 41%, 66+ 42%]

 A similar proportion (64%) consider talking on a phone when stopped 
at a red light or stop sign to be risky (30% ‘extremely risky’). Subgroup 
differences for ‘extremely risky’ include:
[Age 18-25 27%, 26-50 23%, 51-65 39%, 66+ 43%]

TRENDED RESULTS

 These results are statistically consistent with last wave.
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Perceived Risk of Talking or Texting while Driving 2/2

10 ‒

Base: All respondents (n=1000) Note: Data <4% not labelled.
Q8. In your personal opinion, how RISKY (in terms of being in an accident or near miss) do you consider the following behaviours to be?

A/B/C/D/E/F/G/H/I/J/K/L/M/N/O/P
denotes a significant difference at the 
95% confidence interval. 

Highly Risky (5,6,7)
Mar 
2012

Oct 
2012

Oct 
2013

Jul 
2014

Oct 
2014

May 
2015

Oct 
2015

Apr 
2016

Oct 
2016

May
2017

Oct 
2017

Apr
2018

Nov 
2018

Apr
2019

Oct
2019

May 
2020

Base size:
1023

A
1000

B
1197

C
1005

D
1192

E
1066

F
1047

G
1002

H
1129

I
1001

J
1004

K
1000

L
1003

M
1000

N
1125

O
1000

P

Texting while driving 96% 
CDEFGIJN

97% 
CDEFGIJLN

88% 
D

84% 88% 
D

90% 
D

94% 
CDEF

95%
CDEF

94%
CDEF

94%
CDEF

96%
CDEFGIN

95%
CDEF

96%
CDEFN

93%
CDEF

96% 
CDEFGIJN

94% 
CDEF

Talking while holding a cell 

phone and driving
86% 
CDEF

84% 
CDEF

76% 
DF

67% 74% 
D

72% 
D

83% 
CDEF

83%
CDEF

84%
CDEF

86%
CDEF

89%
ABCDEFGHI

NO

87%
CDEF

90%
CDEFNO

85%
CDEF

86% 
CDEF

84%
CDEF

Talking while holding a cell 

phone at a red light or stop 

sign

- - - - - - - - - 69% 70% 
OP

70% 
OP

70% 
OP

66% 65% 64%

Texting while at a red light 

or stop sign
73% 

CDEFGHINO
71% 

CDEFGHIN
63% 

D
57% 62% 

D
61% 63% 

D
65% 

D
66% 
DEF

71%
CDEFGHIN

72%
CDEFGHINO

71%
CDEFGHIN

74%
CDEFGHINO

66%
D

68% 
CDEFG

65% 
D
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11%

29%

41%

13%

32%

24%

10%

12%

9%

27%

19%

18%

39%

8%

8%

I would feel ashamed 
if people important to 
me knew that I talked 

on the phone while 
driving.

Most of the people I 
care about talk on 

their phone while 
driving, at least some 

of the time

Sometimes it is 
perfectly safe to talk 
on the phone while 

driving.

Not at all agree (1) (2, 3) (4) (5, 6) Strongly Agree (7)

Agreement With Statements: Talking On Phone While Driving

11 ‒

Base: All respondents (n=1000)
Q10. To what extent do you agree or disagree with the following statements?

 Two-thirds (66%) of BC drivers highly agree with the statement “I 
would feel ashamed if people important to me knew that I talked 
on the phone while driving” (including 39% saying ‘strongly agree’). 
Highly agree: [Men 61%, Women 69%]

 Slightly more than one-quarter (28%) of BC drivers highly agree with 
the statement “most of the people I care about talk on their phone 
while driving, at least some of the time”. Most drivers (61%) disagree.
Highly agree: [Age 18-25 36%, 26-50 31%, 51-65 22%, 66+ 19%]

 One-quarter (25%) of BC drivers highly agree that "sometimes it is 
perfectly safe to talk on the phone while driving". Nearly two-thirds 
(65%) highly disagree with this statement.

TRENDED RESULTS

 Agreement with each of these statements has remained generally 
consistent since Fall 2015.

A/B/C/D/E/F/G/H/I/J/K/L
denotes a significant difference at 
the 95% confidence interval. 

% Agree (5,6,7)
Oct
2014

May 
2015

Oct
2015

Apr 
2016

Oct
2016

May 
2017

Oct
2017

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1117

A
1066

B
1047

C
1002

D
1129

E
1001

F
1004

G
1000

H
1003

I
1000

J
1125

K
1000

L

Would feel ashamed if people 
important to me knew I talked 
on the phone while driving.

49% 50%
66% 
AB

62% 
AB

67% 
ABD

66% 
AB

65% 
AB

68%
ABDK

68% 
ABDK

64%
AB

63% 
AB

66%
AB

Most people I care about talk 
on the phone while driving, at 
least some of the time.

28% 
C

29% 
CE

23% 26% 25%
27% 
C

28% 
C

30% 
CEK

26%
30%
CE 26%

28%
C

Sometimes it is perfectly safe 
to talk on the phone while 
driving.

22% 22% 20% 20% 23% 21% 22% 22% 22%
25% 
CDF

25% 
CDF

25%
CDF
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12%

40%

63%

10%

29%

18%

7%

9%

4%

24%

16%

7%

48%

6%

7%

I would feel ashamed 
if people important to 

me knew that I text 
while driving.

Most of the people I 
care about text while 
driving, at least some 

of the time.

Sometimes it is 
perfectly safe to text 

while driving

Not at all agree (1) (2, 3) (4) (5, 6) Strongly Agree (7)

Agreement With Statements: Texting While Driving

12 ‒

Base: All respondents (n=1000) Note: Data <4% not labelled.
Q10. To what extent do you agree or disagree with the following statements?

 Nearly three-quarters (72%) of BC drivers highly agree with the statement 
“I would feel ashamed if people important to me knew that I text while 
driving”. Just less than one-half (48%) ‘strongly agree’. 

 Slightly more than one-in-five (22%) highly agree with the statement “Most 
of the people I care about text while driving, at least some of the time”.
The majority(69%) highly disagree with this statement.
Highly agree: [Men 24%, Women 19%]
Highly agree: [Age 18-25 33%, 26-50 26%, 51-65 13%, 66+ 11%]

 Less than one-in-five (15%) drivers agree with the statement “sometimes it 
is perfectly safe to text while driving”. A majority (81%) highly disagree. 
Highly agree: [Men 19%, Women 11%]

TRENDED RESULTS

 BC drivers this wave are more inclined to agree they would feel 
ashamed about texting while driving (up 4 points from Fall 2019).

 Following a dip last wave, those agreeing that it is sometimes safe to text 
and drive is up 3 pts this wave. 

A/B/C/D/E/F/G/H/I/J/K/L
denotes a significant difference at 
the 95% confidence interval. 

% Agree (5,6,7)
Oct
2014

May 
2015

Oct
2015

Apr 
2016

Oct
2016

May 
2017

Oct
2017

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1117

A
1066

B
1047

C
1002

D
1129

E
1001

F
1004

G
1000

H
1003

I
1000

J
1125

K
1000

L

I would feel ashamed if 
people important to me knew 
that I text while driving.

84% 
BCDEFGIJK

55%
69% 

B
67% 

B
71% 

B
69%

B
70%

B
72%
BDK

71%
B

71%
B

68% 
B

72% 
BDK

Most of the people I care 
about text while driving, at 
least some of the time.

21% 21% 20% 20% 22% 20% 21%
23% 
IK

19%
23%
IK

19% 22%

Sometimes it is perfectly safe 
to text while driving.

15% 
CK

15% 
K

12% 13%
15%
CK

12% 12% 13% 14%
16%

CFGK
12%

15% 
K
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Comfort Levels of being a Passenger if Driver is Phone Distracted

13 ‒

Base: All respondents (n=1000)
Q32. Now, thinking about times when you are a passenger in a car, how comfortable would you feel if the driver was doing the following?

8%

8%

8%

10%

17%

16%

9%

6%

11%

10%

8%

4%

27%

27%

22%

13%

37%

38%

53%

68%

Texting while at a red 
light or stop sign

Talking while holding 
a cell phone at a red 

light or stop sign

Talking while holding 
a cell phone and 

driving

Texting while driving

Very comfortable (7) (5,6) (4) (3,2) Very uncomfortable (1)

 Most BC drivers would not be comfortable being a passenger 
with a driver exhibiting any of the evaluated behaviours.

 Specifically, 81% would be highly uncomfortable being a 
passenger while the driver is texting while driving.
[Age 18-25 70%, 26-50 79%, 51-65 85%, 66+ 88%]

 And 75% would be highly uncomfortable being a passenger if 
the driver was talking while holding a cell phone and driving. 
[Age 18-25 63%, 26-50 73%, 51-65 80%, 66+ 86%]

 Respondents are relatively more comfortable being a passenger 
with someone who was talking or texting driving while stopped, 
but discomfort is still high. Specifically, 65% are uncomfortable 
with a driver talking on the phone while stopped.
[Age 18-25 50%, 26-50 63%, 51-65 71%, 66+ 81%]

 And 64% are uncomfortable with a driver texting while stopped.
[Age 18-25 52%, 26-50 60%, 51-65 71%, 66+ 81%]

TRENDED RESULTS

 These measures are new in Spring 2020. 
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Comfort of Asking Driver to Stop Using their Phone while Driving

14 ‒

Base: All respondents (n=1000)
Q33. If you were a passenger in a vehicle and the driver was using their phone to talk or text (not using handsfree), how comfortable would you be asking the driver to stop using their phone?

44%

35%

21%

23%

5%

9%

9%

15%

21%

18%

Texting

Talking (while 
holding a 

phone)

Very comfortable (7) (5,6) (4) (3,2) Very uncomfortable (1)

 On occasions where they would be a passenger, two-
thirds (65%) of respondents say they would be comfortable 
asking a driver to stop texting while driving. This includes 
44% saying ‘very comfortable’.
[Age 18-25 53%, 26-50 62%, 51-65 71%, 66+ 73%]

 Slightly fewer (58%) say they would be comfortable as a 
passenger asking a driver to stop talking while holding a 
phone and driving (35% ‘very comfortable’).
[Age 18-25 47%, 26-50 54%, 51-65 67%, 66+ 67%]

TRENDED RESULTS

 These measures are new in Spring 2020. 



© Ipsos© Ipsos

RECENT 
BEHAVIOUR

15 ‒



© Ipsos

Use of Hand-Held Cell Phone for a Phone Call While Driving

16 ‒

Reduced Base: Respondents who own/use a cell phone (n=938)
Q13. In the past month, were there any occasions where you used your cell phone for a phone call while you were driving but you weren’t able to use your hands free device for that call? 

Oct 
2012

Oct 
2013

Jul 
2014

Oct 
2014

May 
2015

Oct 
2015

Apr 
2016

Oct 
2016

May
2017

Oct
2017

Apr 
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
863
A

1014
B

890
C

1117
D

959
E

950
F

905
G

1024
H

878
I

926
J

905
K

928
L

916
M

1055
N

938
O

Yes, intersection
22% 

BEFGHJK
LMNO

18% 
FGHNO

22% 
BEFGHIJK

LMJO

22% 
BEFGHIJK

LMNO

15%
GHIJKNO

12%
HJKLN

11% 
N

9% 10% 9% 9% 9%
13%

HJKLN
8%

11% 
N

Yes, motion
18% 

CDEFGHI
JKLMNO

20% 
CDEFGHI
JKLMNO

13% 
FIJKLNO

11% NO
11% 
NO

10%
13% 
NO

11% 
LNO

10% 9% 9% 8% 10% 8% 8%

In total, just less than one-in-five (17%) BC drivers with cell 
phones admit to talking on their cell phone without the use of 
a hands-free device within the past month.
[Men 20%, Women 14%]
[Age 18-25 33%, 26-50 20%, 51-65 10%, 66+ 2%]

 This includes 11% of cell phone owners saying they have used 
their cell phone for a phone call without using a hands-free 
device while stopped at an intersection and 8% saying they 
have done so while their vehicle was in motion.

TRENDED RESULTS

 The proportion of drivers admitting to using their cell phone 
while stopped at an intersection has fluctuated the past few 
waves. While this number was down in Fall 2019, it is up again 
this wave.

 The proportion of drivers making phone calls while their vehicle 
was in motion is identical to last wave. 

A/B/C/D/E/F/G/H/I/J/K/L/M/N/O
denotes a significant difference at 
the 95% confidence interval. 

Yes, while 
stopped at an 

intersection
11%

Yes, while the 
vehicle was in 

motion
8%

No
82%

Don't know
1%

Yes to 
both:
2%

Yes to 
either:
17%
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Use of Hand-Held Cell Phone for Texting While Driving

17 ‒

Reduced Base: Respondents who own/use a cell phone (n=938)
Q14. In the past month, were there any occasions where you used your cell phone for a texting  while you were driving?

Oct 
2012

Oct 
2013

Jul 
2014

Oct 
2014

May 
2015

Oct 
2015

Apr 
2016

Oct 
2016

May
2017

Oct
2017

Apr 
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
863
A

1014
B

890
C

1117
D

959
E

950
F

905
G

1024
H

878
I

926
J

905
K

928
L

916
M

1055
N

938
O

Yes, intersection
24%

EFHIJKLNO

25%
CEFHIJKLN

O

21%
KLNO

23% 
EKLNO

18%
KL

20% 
KLN

22%
KLNO

20%
KLN

19%
KLN

19%
KLN

14% 14%
19%
KLN

15% 17%

Yes, motion 6%
8% 

EFKLNO
7%
KL

6%
KL

5% 5%
6%
KL

6%
KL

5% 5% 4% 4%
7%
KL

5% 5%

 One-in-five(19%) BC drivers with cell phones admit to texting 
while driving within the past month.
[Age 18-25 39%, 26-50 25%, 51-65 7%, 66+ 0%]

 This includes 17% of cell phone users saying they have texted 
while stopped at an intersection and 5% saying they have 
texted while their vehicle was in motion.

TRENDED RESULTS

 While there has been some recent fluctuation in the 
proportion of drivers admitting to texting while stopped at an 
intersection, this wave’s results are statistically consistent with 
last wave. 

 Similarly, the proportion admitting to texting while their vehicle 
was in motion is also consistent with results from previous 
waves.

A/B/C/D/E/F/G/H/I/J/K/L/M/N/O
denotes a significant difference at 
the 95% confidence interval. 

Yes, while 
stopped at an 

intersection
17%

Yes, while the 
vehicle was in 

motion
5%

No
80%

Don't know
1%

Yes to 
both:
2%

Yes to 
either:
19%
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59%

18%

11%

3%

4%

1%

1%

1%

1%

1%

0 trips

1 trip

2 trips

3 trips

4 trips

5 trips

6 trips

7 trips

8 trips

9 trips

10 trips

Don't know

Estimate of Cell Phone Use While Driving

18 ‒

Reduced Base: Respondents who own/use a cell phone (n=1000)
Q15. Out of every 10 driving trips you make, what is your best estimate of how many trips you text or talk on your mobile phone (including while stopped)?

Oct 
2015

Apr 
2016

Oct 
2016

May 
2017

Oct
2017

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
950
A

905
B

1024
C

878
D

926
E

905
F

928
G

916
H

1055
I

938
J

0 trips 60% 57% 61% 60% 60%
66%

ABCDEJ
66% 

ABCDEJ
65% 

ABDEJ
63% 

B
59%

1-5 trips
34% 

F
35% 
FH

34% 
F

35% 
FH

35% 
FH

29% 31% 30% 31%
37%
FGHI

6-10 trips
4% 
G

5% 
DGIJ

4% 
G

3%
4% 
G

4% 
G

3% 4% 3% 4%

 When asked to estimate how frequently they text or talk on 
their mobile phone while driving (including while stopped), the 
majority (59%) of cell phone owners claim they never (0 out of 
10 trips) use their phone.
[Age 18-25 31%, 26-50 51%, 51-65 74%, 66+ 86%]
[Lower Mainland 56%, Outside Lower Mainland 63%]

 Slightly over one-third (37%) admit to using their phone at least 
one trip out of any given 10 trips. 

TRENDED RESULTS

 Analysis of the year-over-year results shows that the proportion 
saying they never use their phone while driving has been 
gradually softening over the past few waves. While this wave’s 
results are statistically consistent with Fall 2019, they are 
notably lower than Spring 2019 and mark a return to levels not 
seen since Fall 2017.

 Correspondingly, we see an increase this wave in those who 
talk or text 1 to 5 times out of 10 trips.

A/B/C/D/E/F/G/H/I/J
denotes a significant difference 
at the 95% confidence interval. 

At Least 
Once

37%
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BEHAVIOUR
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60%

68%

80%

80%

84%

18%

15%

11%

9%

7%

6%

4%

10%

9%

3%

5%

4%

5%

4%

4%

While stopped 
at an 

intersection

While driving in 
slow, congested 

traffic

While driving at 
night

While driving 
with passengers

While driving in 
fast-moving 

traffic

Not at all Likely (1)  (2, 3) (4) (5, 6) Extremely Likely (7)

Likelihood of Using Phone While Driving in Next Week

20 ‒

Reduced Base: Respondents who own/use a cell phone (n=938) Note: Data <4% not labelled.
Q16. Within the next 7 days, how likely do you think it is that you would either text or talk on your mobile phone while... 

 One to two-in-ten cell phone owners indicate that they are highly likely to use their 
mobile phone to text or talk while driving in the next 7 days.

• 15% are highly likely to use their phone when stopped at an intersection.

• 12% are highly likely to use their phone while driving in slow, congested traffic.

• 8% are highly likely to use their phone while driving at night.

• 8% are highly likely to use their phone while driving with passengers in their 
vehicle.

• 7% are highly likely to use their phone while driving in fast-moving traffic.

 Men and younger drivers age 18 to 50 are more inclined than their respective 
counterparts to admit that they may use their phone soon under these scenarios. 

TRENDED RESULTS

 This wave’s results are generally consistent with last wave.

 The one exception is for driving in slow, congested traffic, which is up 3 points from 
Fall 2019. This measure has seen some fluctuation over the past year of tracking.

A/B/C/D/E/F/G/H/I/J
denotes a significant difference at 
the 95% confidence interval. 

% Highly Likely (5,6,7)
Oct 
2015

Apr 
2016

Oct 
2016
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2017

Oct
2017

Apr
2018

Nov
2018

Apr
2019

Oct
2019

May 
2020

Base size:
950
A

905
B

1024
C

878
D

926
E

905
F

928
G

916
H

1055
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938
J

While stopped at an intersection 11% 13% 12%
15% 

A 12% 12% 12%
16% 

ACEFG
13%

15% 
A

While driving in slow, congested 
traffic 9% 9% 9% 11% 9% 10% 10%

13% 
ABCEI

9%
12% 

ABCEI

While driving at night 5% 5% 6% 6% 6% 7% 7%
9% 

ABCDEI
6%

8% 

AB

While driving with passengers 5% 4% 6% 6% 6%
7% 
B

7% 
B

8% 
AB

8%
AB

8%

AB

While driving in fast-moving traffic 5% 5% 5% 5% 6% 6% 7%
9% 

ABCDEF
7% 7%



© Ipsos© Ipsos

PENALTIES AND 
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21%

36%

10%

28%

4%

2%

I was aware of the penalties of 
$368 and 4 penalty points

I was aware of the penalties at its 
approximate amount and points

I was only aware of one of the 
penalties (either the fine amount or 

the points)

I was only aware of the existence 
of penalties, not the amount or the 

points

I was not aware that there are 
penalties

Don't know

Awareness of Distracted Driving Penalties

22 ‒

Base: All respondents (n=1000)
Q19a. Prior to today, were you aware that the penalty for using a hand-held device while driving in BC is $368 and 4 penalty points? 

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1000

A
1003

B
1000

C
1125

D
1000

E

I was aware of the penalties at its approximate amount and points 32% 29% 32% 35% B 36% B

I was aware of the penalties of $368 and 4 penalty points 24% 22% 26% BE 24% 21%

I was only aware of one of the penalties (either the fine amount or 

the points)
10% 10% 10% 8% 10%

I was only aware of the existence of penalties, not the amount or 

the points
23% 28% AC 24% 25% 28% AC

I was not aware that there are penalties 7% 8% CE 5% 6% 4%

Don't know 3% 3% 3% 2% 2%

 One-in-five (21%) drivers are aware that the penalty for using a hand-held device while 
driving in British Columbia is $368 and 4 penalty points. 
[Men 24%, Women 18%]

 The vast majority (80%) of drivers are not fully aware of the current penalties for 
distracted driving.

• 36% are loosely aware of the penalties and their amounts.

• 10% are only aware of one component of the current penalties (either the fine or 
the point demerit).

• 28% are only aware of penalties in general, but not the details about the penalties. 
[Men 22%, Women 33%]

• 4% were not previously aware of any penalties at all. 

TRENDED RESULTS

 These results are consistent with Fall 2019 results. 

A/B/C/D/E
denotes a significant difference 
at the 95% confidence interval. 
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30%

62%

8%

Too lenient

About right

Too severe

Perceptions of Current Distracted Driving Penalties

23 ‒

Base: All respondents (n=1000)
Q19b. In your opinion, do you think the penalties for talking or texting on a cell phone are..

Apr
2018

Nov
2018

Apr 
2019

Oct
2019

May 
2020

Base size:
1000

A
1003

B
1000

C
1125

D
1000

E

Too lenient
37% 
DE

36% 33% 32% 30%

About right 54% 57% 57% 58%
62% 
ABC

Too severe 9% 8% 10% 10% 8%

 More than six-in-ten (62%) BC drivers think that the current penalties for 
distracted driving are sufficient. 
[Men 56%, Women 68%]
[Age 18-25 75%, 26-50 67%, 51-65 54%, 66+ 49%]
[Lower Mainland 66%, Outside Lower Mainland 58%]

 However, a sizable minority (30%) think that the current penalties are not 
harsh enough. 
[Men 36%, Women 25%]
[Age 18-25 13%, 26-50 25%, 51-65 38%, 66+ 47%]
[Lower Mainland 25%, Outside Lower Mainland 37%]

 Only 8% think that the current penalties for distracted driving are too 
severe. 

TRENDED RESULTS

 These findings are generally consistent with previous measures. 

 The proportion saying the penalties are about right is the highest on 
record.

A/B/C/D/E
denotes a significant difference 
at the 95% confidence interval. 
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Witness Police Enforcement of Dangerous Driving Behaviours
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Base: All respondents (n=1000)
Q30. On average, how often do you see police officers enforcing the following

7%

3%

3%

22%

12%

11%

43%

29%

34%

18%

30%

37%

7%

17%

10%

3%

9%

4%

Traffic/speeding

Distracted driving

Impaired driving incl. 
road blocks

All the time Frequently Sometimes Rarely Never Don't know

 Nearly all BC Drivers (90%) indicate that they have witnessed police 
enforcement of speeding (excludes ‘never’ and ‘don’t know’ 
responses). However, the frequency of witnessing police enforcement 
of speeding is low, with only 29% saying this is something they see ‘all 
the time’ or ‘frequently’. 
All the time/frequently [Age 18-25 49%, 26-50 33%, 51-65 22%, 66+ 12%]

 Similarly, a strong majority also report seeing police enforce impaired 
driving including road blocks (86%), but BC drivers do not witness this 
often (14% ‘all the time/frequently’).
All the time/frequently [Age 18-25 27%, 26-50 18%, 51-65 6%, 66+ 4%]

 74% report seeing police enforcement of distracted driving, but it too is 
not seen often for many (15% ‘all time time/frequently’).
All the time/frequently [Age 18-25 23%, 26-50 18%, 51-65 9%, 66+ 6%]

*One hypothesis for the low frequencies recorded is that drivers could 
witness enforcement (e.g. police with a vehicle pulled to the side of the 
road), but it may be unknown to most passersby why the vehicle was 
pulled over.

TRENDED RESULTS

 These measures are new in Spring 2020. 
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Recall of Distracted Driving Slogans
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Base: All respondents (n=1000)
Q29. Which of the following distracted driving slogans, if any, do you recall hearing, seeing or reading in the past month?

46%

19%

13%

38%

Leave your phone alone

It can wait

Take a break from your phone

None of the above

 Within the past month, 62% of BC drivers have heard, seen, or 
read at least one of the three distracted driving slogans tested.
[Men 65%, Women 58%]
[Age 18-25 77%, 26-50 62%, 51-65 56%, 66+ 56%]

 The most frequently recalled slogan is leave your phone alone 
(46%). Recall of this slogan is consistent across all demographic 
subgroups. 

 Respondents are much less likely to recall it can wait (19%).
[Age 18-25 40%, 26-50 23%, 51-65 9%, 66+ 7%]

 And even fewer recall take a break from your phone (13%). 
[Men 15%, Women 10%]
[Age 18-25 18%, 26-50 14%, 51-65 9%, 66+ 10%]

TRENDED RESULTS

 These measures are new in Spring 2020. 
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7%

16%

11%

13%

24%

29%

Everyday

A few times a

week

Once a week

Once every few

weeks

Less often

Never

Using Phone For GPS/Directions While Driving

27 ‒

Reduced Base: Respondents who own/use a smart phone (n=1000)
Q25. How often, if ever, do you use your phone for the following activities while driving? [GPS/directions]

 The majority (71%) of BC drivers use their phone for directions 
or as a GPS while driving. 

[Age 18-25 94%, 26-50 82%, 51-65 54%, 66+ 29%]
[Lower Mainland 75%, Outside Lower Mainland 64%]

 The frequency of use varies:

• Fewer than one-in-ten (7%) use their phone as a GPS every 
day.
[Age 18-25 16%, 26-50 7%, 51-65 3%, 66+ 1%]
[Lower Mainland 9%, Outside Lower Mainland 4%]

• Slightly more than one-quarter (27%) use their phone as a 
GPS one to a few times per week. 
[Age 18-25 54%, 26-50 32%, 51-65 11%, 66+ 4%]
[Lower Mainland 34%, Outside Lower Mainland 17%]

• More than one-third (37%) use their phone as a GPS every 
few weeks or even less frequently. 

 A total of 29% say they do not use their phone for directions or 
as a GPS while driving. 

TRENDED RESULTS

 These findings are consistent with previous waves. 

Apr 
2019

Oct
2019

May 
2020

Base size:
1000

A
1125

B
1000

C

Everyday 8% 7% 7%

A few times a week 15% 16% 16%

Once a week 12% 11% 11%

Once every few weeks 13% 14% 13%

Less often 21% 21% 24%

Never 31% 31% 29%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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90%

4%

4%

3%

0%

Before you start 
driving

Pulled over to 
the side

While you are 
driving

While you are 
stopped in 

traffic/at a red 
light

Other

Timing of Setting GPS/Directions
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Reduced Base: Those who use their phone for GPS/direction (n=621)
Q26. Thinking about when you use your phone for GPS/directions, when do you typically input the location/addresses?

Among those who use their phone for GPS/directions while 
driving, a strong majority (90%) input the location/address 
before they begin driving. 
[Men 86%, Women 93%]

 Another 4% take the time to pull over to the side of the road, 
for a total of 94% using their phone safely. 
Side of road [Age 18-25 2%, 26-50 4%, 51-65 3%, 66+ 11%]

 Only 4% admit to inputting the location while they are driving.
[Men 5%, Women 2%]

 A similar proportion (3%) say they input the location when 
stopped in traffic/at a red light. 

TRENDED RESULTS

 Last wave saw an increase in the proportion of GPS users 
saying that they set their GPS before driving, and this has been 
maintained this wave. 

Apr 
2019

Oct
2019

May 
2020

Base size:
584
A

670
B

621
C

Before you start driving 84% 91% A 90%

Pulled over to the side 6% 3% 4%

While you are driving 5% 3% 4%

While stopped in traffic/at a 

red light
4% 2% 3%

Other 1% 1% 0%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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33%

29%

17%

8%

7%

2%

1%

1%

2%

Attached to a 
mount

In the cup 
holder

In the center 
console

On the dash 

On the 
passenger seat

Attached to my 
body

Purse/ bag

Passenger holds 
it

Other

Location of Phone For GPS/Directions While Driving
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Reduced Base: Those who use their phone for GPS/direction (n=621)
Q27. And where do you typically put your phone when you are using it for GPS/directions?

 Those who use their phone for GPS/directions while driving keep 
their phone at various locations. 

• One-third (33%) have their phone attached to a mount. 
[Lower Mainland 37%, Outside Lower Mainland 26%]

• 29% keep their phone in the cup holder and 17% keep it in the 
center console. 
Cup holder [Men 23%, Women 33%]
Cup holder [Lower Mainland 25%, Outside Lower Mainland 35%]

• 8% keep their phone on the dash and 7% put it on the 
passenger seat.

• Following distantly, 2% keep their phone on them. 

TRENDED RESULTS

 These results are consistent with the Fall 2019 wave. 

Apr 
2019

Oct
2019

May 
2020

Base size: 584
A

670
B

621
C

Attached to a mount 33% 30% 33%

In the cup holder 23% 27% 29%

In the center console 21% 22% 17%

On the dash (no mount) 5% 2% 8%

On the passenger seat 10% 9% 7%

On person 5% 3% 2%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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17%

14%

7%

4%

9%

50%

Everyday

A few times a 

week

Once a week

Once every few 

weeks

Less often

Never

Using Phone for Streaming Music While Driving
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Reduced Base: Respondents who own/use a smart phone (n=1001)
Q25. How often, if ever, do you use your phone for the following activities while driving? [Streaming music]

 Overall, one-half (50%) of BC drivers use their phone for 
streaming music while driving. 
[Men 55%, Women 47%]
[Age 18-25 87%, 26-50 63%, 51-65 23%, 66+ 11%]
[Lower Mainland 57%, Outside Lower Mainland 41%]

 The frequency of use varies:

• 17% use their phone for streaming music while driving every 
day.
[Age 18-25 50%, 26-50 17%, 51-65 5%, 66+ 0%]
[Lower Mainland 19%, Outside Lower Mainland 14%]

• 21% use their phone for streaming music one to a few times 
per week. 
[Age 18-25 28%, 26-50 28%, 51-65 8%, 66+ 5%]

• 13% use their phone for streaming music every few weeks 
or less frequently. 

 The remaining 50% do not use their phone for streaming music 
while driving. 

TRENDED RESULTS

 These findings are consistent with the Fall 2019 wave. 

Apr 
2019

Oct
2019

May 
2020

Base size: 1000
A

1125
B

1000

C
Everyday 16% 17% 17%

A few times a week 14% 14% 14%

Once a week 7% 5% 7%

Once every few weeks 3% 4% 4%

Less often 8% 11% 9%

Never 52% 49% 50%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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81%

2%

9%

5%

1%

1%

Before you start 
driving

Pulled over to the 
side

While you are driving

While you are 
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I don`t stream music

Voice command/ 
Bluetooth

Timing of Setting Streaming Music
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Reduced Base: Those who use their phone for streaming music (n=444)
Q26. Thinking about when you use your phone for streaming music, when do you typically set the music/playlist?

 Most (81%) of those who use their phone for streaming 
music while driving take the time to set the music/playlist 
before they begin driving. 
[Men 75%, Women 87%]

 Another 2% take the time to pull over to the side of the 
road, for a total of 83% using their phone safely. 

 Much fewer admit to setting the music/playlist while they 
are driving (9%) or when stopped in traffic/at a red light 
(5%).  

TRENDED RESULTS

 Last wave saw an increase in the proportion of streaming 
music users saying that they set their playlist before driving, 
and this has been maintained this wave. 

Apr 
2019

Oct
2019

May 
2020

Base size: 407
A

476
B

444
C

Before you start driving 75% 82% A 81% A

Pulled over to the side 6% BC 3% 2%

While you are driving 9% 6% 9%

While stopped in traffic/at a red light 6% 3% 5%

Voice command/ Bluetooth - - 1%

Other 3% 6% 1%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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34%

26%

19%

9%

7%

2%

2%

2%

In the cup 
holder

Attached to a 
mount

In the center 
console

On the 
passenger seat

On the dash

Attached to my 
body

In purse/ bag

Other

Location of Phone for Streaming Music While Driving
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Reduced Base: Those who use their phone for streaming music (n=444)
Q27. And where do you typically put your phone when you are using it for streaming music?

 In total, 26% of those who use their phone for streaming music 
while driving keep their phone attached to a mount when 
streaming. 

 One-third (34%) keep their phone in the cup holder and 
another 19% keep their phone in the center console when 
streaming. 

 9% keep their phone on the passenger seat and 7% keep it on 
the dash without a mount .

 Following distantly, 2% keep their phone on them and 2% keep 
it in a purse/bag. 

 These results are generally consistent across the demographic 
subgroups. 

TRENDED RESULTS

 The proportion saying they keep their phone in a cup holder 
while streaming music is up significantly this wave.

 There has also been an increase in the proportion saying they 
keep their phone on the dash without a mount. 

Apr 
2019

Oct
2019

May 
2020

Base size: 584
A

670
B

444
C

In the cup holder 23% 26% 34% AB

Attached to a mount 27% 25% 26%

In the center console 9% 24% A 19% A

On the passenger seat 4% 9% A 9% A

On the dash (no mount) 5% 3% 7% B

On person 26% B 2% 2%

In purse/ bag 2%

A/B/C
denotes a significant difference 
at the 95% confidence interval. 
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5%

11%

8%

18%

21%

11%

11%

15%

18%

37%

39%

42%

39%

40%

40%

21%

19%

Looking at a display 
screen

Driving with a pet in 
your lap

Taking your eyes off 
the road for up to 1 

second at a time 
while driving

Driving while holding 
food and eating it

Not at all risky (1) (2, 3) (4) (5, 6) Extremely risky (7)

Perceived Risk of Other Distractions
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Base: All respondents (n=1000) Note: Data <4% not labelled.
Q8. In your personal opinion, how RISKY (in terms of being in an accident or near miss) do you consider the following behaviours to be?

 Four-in-five (79%) BC drivers consider it risky to drive with a pet in your 
lap, including 40% saying ‘extremely risky’.
[Age 18-25 74%, 26-50 75%, 51-65 86%, 66+ 85%]

 A similar proportion (77%) considers it risky to drive while looking at a 
display screen (40% ‘extremely risky’).
[Men 73%, Women 80%]
[Age 18-25 71%, 26-50 74%, 51-65 82%, 66+ 85%]

 Relatively fewer but still a majority (63%) consider it risky to take your 
eyes off the road for up to 1 second at a time while driving (21% 
‘extremely risky’).

 And 58% consider it risky to drive while holding food and eating it 
(19% ‘extremely risky’).
[Age 18-25 52%, 26-50 55%, 51-65 61%, 66+ 71%]

TRENDED RESULTS

 These measures are new in Spring 2020. 
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4%

6%

8%

4%

16%

20%
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14%

16%
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39%

33%

61%

44%

27%

24%
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Perceived Risk of Possible Impairment
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Base: All respondents (n=1000) Note: Data <4% not labelled.
Q8. In your personal opinion, how RISKY (in terms of being in an accident or near miss) do you consider the following behaviours to be?

 Nearly nine-in-ten (88%) BC drivers consider it risky to drive while tried, 
including 44% saying ‘extremely risky’.

 A strong majority (86%) consider it risky to drive after having used 
marijuana (61% ‘extremely risky’).
[Lower Mainland 89%, Outside Lower Mainland 83%]

 Two-thirds (66%) say it is risky to drive after having taken prescription 
drugs (27% ‘extremely risky’).
[Lower Mainland 69%, Outside Lower Mainland 62%]

 And 57% say it is risky to drive after having taken over-the-counter 
drugs (24% ‘extremely risky’).

TRENDED RESULTS

 These measures are new in Spring 2020.
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Occasions when Driving and Take Eyes Off the Road
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Base: All respondents (n=1000)
Q31. In the past month, were there any occasions where you were driving and took your eyes off the road for up to 1 second at a time?

54%

20%

16%

15%

15%

10%

9%

1%

1%

28%

To adjust buttons on the console (e.g.,

radio, air vents, air conditioning etc.)

To look at a map/directions

To get something from a bag

To check or talk to passengers in the back

To get something from the console or glove

compartment

To pick up something off the floor

To get or put something in the backseat

Checking mirrors / shoulder checking

Looking at scenery

None of the above

 Nearly three-quarters (72%) of BC drivers admit that there were  
occasions when they were driving in the past month and took 
their eyes off the road for up to 1 second at a time.
[Age 18-25 89%, 26-50 76%, 51-65 64%, 66+ 58%]

 The most common reason is “to adjust buttons on the console 
(e.g., radio, air vents, air conditioning etc.)” (54%).

 Other reasons include “to look at a map/directions” (20%), “to 
get something from a bag” (16%), “to check or talk to 
passengers in the back” (15%), and “to get something from 
the console or glove compartment” (15%).

 These findings are consistent by gender and region. For most 
actions listed, it is a higher proportion of 18 to 25 year olds than 
older age groups that admit to taking their eyes off the road 
briefly for these reasons. 

TRENDED RESULTS

 These measures are new in Spring 2020. 
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Comfort Level of Passenger when Driver is Non-Phone Distracted
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Base: All respondents (n=1000)
Q32. Now, thinking about times when you are a passenger in a car, how comfortable would you feel if the driver was doing the following?

6%

8%

6%

5%

25%

21%

18%

13%

15%

17%

12%

10%

32%

31%

30%

27%

23%

23%

33%

46%

Driving while holding 
food and eating it

Taking their eyes off 
the road for up to 1 

second at a time

Looking at a display 
screen (e.g., phone, 

gps) while driving

Driving with a pet in 
their lap

Very comfortable (7) (5,6) (4) (3,2) Very uncomfortable (1)

 Most BC drivers would not be comfortable being a passenger 
with a driver exhibiting any of the evaluated non-phone (talking 
or texting) distraction behaviours.

 Specifically, 73% would be highly uncomfortable being a 
passenger if the driver has a pet in their lap.
[Age 18-25 60%, 26-50 68%, 51-65 81%, 66+ 82%]

 And 63% would be highly uncomfortable being a passenger if the 
driver was looking at any type of display screen when driving. 
[Age 18-25 51%, 26-50 61%, 51-65 67%, 66+ 75%]

 Relatively fewer (54%) are uncomfortable with a driver talking 
their eyes off the road for 1 second at a time. 
[Age 18-25 44%, 26-50 50%, 51-65 64%, 66+ 60%]

 And a similar proportion 55% are uncomfortable with a driver who 
is holding items that they eat or drink while driving.
[Men 58%, Women 51%]
[Age 18-25 38%, 26-50 51%, 51-65 61%, 66+ 71%]

TRENDED RESULTS

 These measures are new in Spring 2020. 
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Comfort Level of Passengers when Driver is Possibly Impaired
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Base: All respondents (n=1000)
Q32. Now, thinking about times when you are a passenger in a car, how comfortable would you feel if the driver was doing the following?

7%

7%

6%

10%

20%

17%

13%

8%

15%

15%
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29%

29%

30%

16%

29%

33%

45%
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Driving after having 
taken over-the-

counter drugs

Driving after having 
taken prescription 

drugs

Driving while tired 
(sleep deprivation)

Driving after having 
used marijuana

Very comfortable (7) (5,6) (4) (3,2) Very uncomfortable (1)

 Most BC drivers would not be comfortable being a passenger 
with a driver whose driving could potentially be affected by some 
form of impairment. 

 Specifically, 78% would be highly uncomfortable being a 
passenger if the driver had used marijuana.
[Age 18-25 70%, 26-50 75%, 51-65 81%, 66+ 85%]

 Similarly, 75% would be highly uncomfortable being a passenger if 
the driver was sleep deprived. 
[Age 18-25 60%, 26-50 73%, 51-65 81%, 66+ 84%]

 Relatively fewer (62%) are uncomfortable with a driver driving 
after taking prescription drugs.

 And a similar proportion (58%) are uncomfortable with a driver 
driving after taking over-the-counter drugs.
[Men 62%, Women 54%]

TRENDED RESULTS

 These measures are new in Spring 2020. 
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Cell Phone Ownership

Q4. Do you personally own and/or use a cell phone? Full Base: All Respondents (n=1000)
Q5. Which of the following best describes the phone you own? Reduced Base: Respondents who own/use a cell phone (n=938)
Q6. Do you own a hands free set/blue tooth device to use with your cell phone? Reduced Base: Respondents who own/use a cell phone (n=938)

41 ‒

CELL PHONE OWNERSHIP CELL PHONE TYPE
HANDS-FREE DEVICE 

OWNERSHIP

In total, 94% of BC drivers surveyed this wave own or 
use a cell phone. Subgroup differences for ‘yes’:
[Men 92%, Women 96%]
[Age 18-25 99%, 26-50 96%, 51-65 93%, 66+ 85%]
[Lower Mainland 96%, Outside Lower Mainland 92%]

Among drivers who own cell phones, most (96%) 
own a smartphone. Only 4% own a traditional cell 
phone. Subgroup differences for ‘smartphone’:
[Age 18-25 98%, 26-50 97%, 51-65 97%, 66+ 86%]

Among drivers who own a cell phone, nearly 
three-in-five (59%) say they own a hands-free set 
or Bluetooth device. Subgroups for ‘yes’:
[Men 63%, Women 55%]
[Age 18-25 61%, 26-50 64%, 51-65 55%, 66+ 46%]

Yes
94%

No
6%

Don't 
know

0%

Traditional
cell phone

4%

Smart-
phone

96%

Other
1%

Yes
59%

No
40%

Don't 
know
<1%
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Demographics
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AGE

18 – 25 12%

26 - 50 49%

51 - 65 25%

65+ 13%

REGION

Metro 58%

NC 8%

SI 16%

VI 18%

GENDER

Male 48%

Female 52%
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A INTRODUCTION 

1. The purpose of the Information Technology (IT) Strategic Plan is to describe the 

Insurance Corporation of British Columbia's (ICBC) enterprise-wide IT plan based on ICBC’s 

strategic priorities while also taking into account the current state of ICBC’s information 

systems and industry trends.  The IT Strategic Plan is prepared by ICBC’s Enterprise 

Architecture department in consultation with senior management and executives within the 

Information Services Division (ISD), Office of Strategy Management, and Finance. 

2. The 2020 IT Strategic Plan describes IT priorities and expectations over the 2020 to 

2024 timeframe, and will guide decisions on IT resources and investments that are necessary 

for ICBC to deliver required business capabilities, to continue to meet appropriate operational 

service levels, and to enhance IT capabilities cost effectively and securely.  Such investments 

include IT assets and systems (e.g., data centres, networks, integration tools, data storage, 

collaboration tools, mass communication software, information security tools, data 

management tools, application performance monitoring tools, and disaster recovery 

capabilities to ensure key assets and systems can be recovered to resume service delivery 

should a serious event, such as a flood or fire, occur). 

3. In accordance with the British Columbia Utilities Commission’s (BCUC) July 26, 2018 

Decision on ICBC’s Application to Streamline Information Technology Compliance Reporting 

Requirements (Order G-139-18), ICBC will file an update to the IT Strategic Plan in the 

revenue requirements application (RRA) once every three years, or in the RRA following any 

material change to the corporate and/or IT strategy, whichever is earlier.1  This update is 

being filed due to a material change to the corporate strategy, as described in Section B.1. 

4. As ICBC moves forward to implement Enhanced Care, the IT Strategic Plan focusses 

on investments to maintain and leverage foundational technologies, as well as the delivery of 

new capabilities required for the 2025 Corporate Strategy.  The IT Strategic Plan has been 

updated to ensure it supports the successful execution of the corporate strategy, in order to 

meet ICBC’s corporate strategic goals. 

5. This Chapter reflects the structure used in past iterations of the IT Strategic Plan and 

is organized as follows: 

 Section B – Drivers of the IT Strategic Plan. 

 Section C – IT Strategic Priorities and Foundational Initiatives. 

                                                           
1 Order G-139-18, pages 10 to 11.  
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 Section D – Summary. 

B DRIVERS OF THE IT STRATEGIC PLAN 

6. This section discusses the drivers of the IT Strategic Plan: ICBC’s corporate strategy, 

ICBC’s IT current state assessment, and IT trends in the North American property and 

casualty (P&C) insurance industry. 

B.1 ICBC CORPORATE STRATEGY 

7. Over the last number of years, claims costs have continued to increase resulting in 

ongoing pressure on the premiums that British Columbians pay for automobile insurance. 

Working with Government and at the direction of the Attorney General, ICBC has taken 

significant steps to implement measures to help reduce the pressures on auto insurance rates 

including changes to the insurance product. 

8. In April 2019, the Rate Affordability Action Plan (RAAP) product reforms were 

implemented which increased accident benefits available to customers injured in a crash, set 

a limit on pain and suffering payouts for minor injuries, and introduced a new independent 

claims dispute resolution process for minor injury claims through the Civil Resolution Tribunal. 

9. ICBC’s 2025 Corporate Strategy will shape ICBC’s annual plans and targets, and will 

prioritize investments, projects and staffing.  ICBC’s 2025 Corporate Strategy focuses on four 

key goals: 

To Make Insurance Affordable.  This goal plans to make insurance more affordable 

by reducing costs and legal expenses.  This will be achieved through the 

implementation of the Enhanced Care model, together with leading injury 

management practices that will improve health outcomes and build trust in ICBC.  In 

addition, building stronger industry partnerships and managing processes will help 

ICBC keep escalating vehicle repair costs under control. 

To Be Customer Driven.  This goal intends that ICBC be more flexible, with customer 

needs driving improvements in the design and delivery of products and services.  ICBC 

aims to provide digital options for insurance purchase and renewal, an enhanced online 

claims experience, and usage-based products. 

To Be Smart & Efficient.  This goal targets using data, analytics, and technology to 

improve efficiency and decision-making.  Key focus areas include robust data 
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management and governance, analytics embedded in key claims processes, and 

automation of simple and routine claims processes. 

To Be Future Focused.  ICBC’s fourth goal will shape the future of insurance and 

mobility in BC through partnerships and workplace practices.  This will be achieved by 

becoming leaders in crash prevention and a valued partner in transforming 

transportation in BC.  Furthermore, ICBC will become a flexible employer through 

promotion of workplace practices to reduce commutes. 

10. Beginning May 1, 2021, ICBC will implement the new Enhanced Care model that will 

significantly lower premiums; provide significantly improved, and many new, care and 

treatment benefits; and, improve the long-term affordability and stability of auto insurance 

for British Columbians.  ICBC’s updated corporate strategy reflects the move to the Enhanced 

Care model. 

B.2 ASSESSMENT OF ICBC’S CURRENT IT CAPABILITY AND CAPACITY 

11. ICBC will use existing IT capabilities, including system and process enhancements 

deployed during the RAAP business change implemented in April 2019 and Transformation 

Program (TP) to deliver most of the required Enhanced Care business changes, with 

augmentation, as needed.2 

12. An assessment of ICBC’s current IT capability and capacity is included below. 

13. ICBC’s core technology operations continue to be stable and cost-effective.  ICBC’s 

investments in foundational capabilities have positioned ICBC to support its corporate 

strategy. The foundational capabilities are delivered via Commercial Off The Shelf (COTS) 

solutions that are adaptable, allowing ICBC to leverage vendor investments in software 

improvements for the benefit of all customers.  The majority of Enhanced Care changes will 

leverage ICBC’s existing systems, with some augmentation, and will not require any 

significant change to the IT strategy. 

14. The foundational COTS technologies have replaced core insurance and claims legacy 

systems.  ICBC is continuing to look at options to address any remaining legacy systems, 

                                                           
2 Transformation Program (TP), which was undertaken from 2010 to 2016, was ICBC’s multi-year, multi-project plan 

to modernize its technology and business processes. The overarching goals of TP were twofold: first, to improve 
ICBC’s ability to serve its customers; and second, to replace its aging legacy systems, many of which were over 35 
years old, with modern Commercial Off The Shelf systems that are more adaptable and supportable across the IT 
industry. 
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which could include further COTS acquisitions and re-developing functionality where there are 

no COTS available.  A number of aging, legacy systems remain, which will need to be replaced.  

These legacy systems tend to be inflexible or costly to upgrade or maintain.  ICBC 

decommissions legacy systems based on prioritized business needs and anticipated 

technological obsolescence. 

15. Recent updates to ICBC’s IT capability and capacity include: 

 Mitigating COVID-19 Pandemic Impacts.  In response to the impacts of the 

COVID-19 pandemic, ICBC evolved capabilities and capacity for network, security and 

end user devices to allow the rapid shift to work from home for staff.  Interim business 

process changes were implemented, building on existing IT capabilities to allow 

telephone-based sales of insurance. 

 Customer Self-Serve Capability and Capacity.  Customers are now able to 

generate an online estimate for their own personal insurance coverage, ahead of 

visiting their broker, to see how adding specific drivers may affect their premium.  

Implemented as part of RAAP, this function uses the foundational customer portal and 

policy administration system, Guidewire PolicyCenter®.  Customers are also now able 

to book an appointment online for in-person driver licensing services. ICBC’s customer 

self-serve capability is discussed further in Section C.5. 

 Partner Self-Serve Capability and Capacity.  Health care providers can submit 

invoices and claim treatment reports via online services, with straight-through 

processing to payment, for invoices that meet ICBC claim payment processing criteria. 

Implemented as part of RAAP, this function leverages ICBC’s low-code platform and 

Claims Management System, Guidewire ClaimCenter®, (ClaimCenter).3 

 Material Damage (MD) Partner Management.  Material damage repair provider 

account management, implemented as part of RAAP, provides a single place for repair 

shops and ICBC to have two-way communications for shop profiles, compliance and 

performance management.  This function leverages a COTS Software-as-a-Service 

                                                           
3 Low-code workflow platforms are a market category of tools for solution delivery with significantly reduced 

development and sustainment effort.  They enable rapid development through high reusability of application 
components. 
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(SaaS) solution.4  For more details on MD RAAP, please refer to Chapter 4, Appendix 

4A – Claims Cost Management, Section C.3. 

 Business Process Automation.  Expansion of business process automation 

capability through technology (e.g., Blue Prism®, a software solution which automates 

repetitive manual work, such as detecting duplicate invoices, or, automating lien 

searches required for total loss salvage release process). 

 Data Analytics Platform.  Implementation of a Hadoop-based technology that 

provides a more flexible and scalable data platform to meet ICBC’s current and future 

data and analytics, reporting, and predictive analytics needs.  Insurance, claims and 

SAP® financial data is stored on Hadoop and analytics, reporting, and predictive 

analytics capability is in place. 

 Data Governance.  Establishing a data governance program to address priorities for 

data stewardship, metadata management, and data quality management.  This 

includes people, process and technology tools, and practices to support data-based 

decision-making.  This is further discussed in Section C.3 below. 

 Analytics and Reporting.  Analytic trending analysis, reporting, and Key 

Performance Indicator (KPI) score calculations for material damage suppliers. 

Implemented as part of RAAP, this function leverages the new Data and Analytics 

platform. 

 Predictive Analytics.  Predictive analytics to drive data-driven business decisions in 

operational business systems.  An example of a predictive model is the ability to 

estimate severity of a claim at an earlier point in time in the claim lifecycle. 

 Customer Master Data Management.  ICBC has consolidated overlapping solutions 

and now has a single customer master data management solution.  ICBC will review 

platform options to meet business needs.  This is further discussed in Section C.5 of 

this Appendix. 

 External Data Sharing.  In 2020, ICBC began to publish large quantities of data on 

icbc.com, as part of an ongoing effort to increase transparency and improve access 

to data for customers.  This initiative supports the BC government’s Open Data 

                                                           
4 SaaS is software that is owned, delivered and managed remotely by one or more providers. The provider delivers 

software based on common code and data definitions that is consumed in a one-to-many model by contracted 
customers on a pay-for-use basis or as a subscription based on use metrics. 
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initiative.  Presently, these include extensive crash and vehicle population data.  This 

is further discussed in Section C.5 of this Appendix. 

 Information Security Strategy. A midpoint update to the Information Security 

Strategy was completed in September 2019, with recommendation to continue the 

current plans for next generation controls.  ICBC’s Information Security Program is 

further discussed in Section C.5. 

 Network Security.  Implementation in March 2020 of network security threat 

detection, visualization and response.  The Darktrace™ solution uses unsupervised 

machine learning (ML) and artificial intelligence (AI) to provide real time detection of 

suspicious traffic on enterprise networks. 

 Decommissioning of Systems.  Removal of systems replaced during RAAP, including 

legacy rating engine, which was replaced by Guidewire Rating Management™ 

(Guidewire Rating) add-on module. 

16. ICBC is leveraging the technology foundation established over the course of the 

previous corporate strategy periods.  Leveraging these investments, with a focus on cost 

containment and improving business value, enables ICBC to successfully deliver on its 

commitments.  ICBC will continue to manage the IT footprint as outlined in Section C.5. 

B.3 IT TRENDS IN THE NORTH AMERICAN P&C INSURANCE INDUSTRY 

17. ICBC’s IT Strategic Plan is also informed by an assessment of trends in the insurance 

industry relating to the effective use of IT. 

18. Research conducted on IT trends in the North American P&C insurance industry and 

general consumer market indicates that P&C insurers are focusing on AI and machine 

learning, advanced analytics (including predictive analytics), digital transformation, cloud 

services, and cybersecurity.  In addition, insurers are making investments in technologies to 

improve customer experience and financial outcomes including business-driven innovation 

programs, telematics, and automation of end-to-end processes. 

19. The following trends have been identified by ICBC as ones that are being, or will be 

further assessed: 

 Advanced Analytics.  Use of advanced analytics to improve efficiency and make 

better decisions to improve processes, manage fraud, optimize pricing, and improve 
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customer service delivery.  ICBC continues to work on identifying opportunities to 

leverage analytics tools, using foundational data and analytics investments. 

 Predictive Analytics.  Use of predictive models for timely, data-driven business 

decisions, for example, developing models to identify emerging risks. 

 Business Process Automation.  Use of AI models and automation solutions to 

support business efficiencies, for example, training AI models to scan and classify 

documents and images to streamline business processing, reducing the need for 

manual staff intervention, and to enable straight-through processing.  

 Digital Delivery.  Use of technology in delivering services and communications via 

digital channels.  Planned customer self-service functionality is discussed in 

Section C.5. 

 Cloud-Based Solutions.  Use of cloud-based solutions across application, platform 

and infrastructure domains, and for new or renewed COTS solutions, when they are 

compliant with Freedom of Information and Protection of Privacy Act, RSBC 1996, c. 

165 (FOIPPA) provisions and when they are aligned to ICBC technology needs and 

evergreen cycles.5  In 2019, Government amended provisions in FOIPPA, allowing the 

public sector to adopt the next generation of cloud-based or cloud-enabled tools, 

including common collaboration and back office tools.  Planned functionality is 

discussed in Section C.5. 

 Telematics6.  ICBC is conducting a telematics pilot, to determine whether this 

technology can improve road safety outcomes and drive behaviour change among 

inexperienced drivers. 

 Network Technology.  Emerging role of 5G technology as an enabler for technology 

innovation opportunities for services that require high-bandwidth and low-latency 

wireless data, or where ICBC networks and 5G features can be combined to enable 

business capabilities and innovation.7 

                                                           
5 All technologies have lifecycles and need to be renewed (evergreened) periodically to maintain service levels and 

operational readiness. 
6 Telematics is technology used to monitor a range of information relating to a vehicle, such as data concerning 

acceleration, braking, and speed. 
7 5G is the fifth generation technology standard for broadband cellular networks, for scalable high bandwidth, low-

latency wireless networks. 
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B.4 SECTION B CONCLUSION  

20. ICBC’s development of foundational IT capabilities enable delivery of its corporate 

strategy and supports its current operations.  The improvements over the past IT strategy 

period have established a foundation for IT service delivery to meet future needs.  Further 

investments in foundational capabilities will be determined following appropriate assessment. 

C IT STRATEGIC PRIORITIES AND FOUNDATIONAL INITIATIVES 

21. The following sections provide information on ICBC’s IT strategic priorities which are 

aligned with ICBC’s 2025 Corporate Strategy: To Make Insurance Affordable, To Be Customer 

Driven, To Be Smart & Efficient and To Be Future Focused. 

22. Foundational initiatives represent required investments that enable ICBC to manage 

the current state, continue to meet appropriate operational services levels, and enhance 

existing business capabilities.  Industry trends that have broader impact and general industry 

use are reflected in the foundational initiatives.  The foundational sustainment and business 

change projects under this category are included in the annual IT capital expenditure plan 

where such projects meet the $2 million IT capital reporting threshold.  

23. Enhanced Care has not required fundamental change to the IT strategy.  ICBC will use 

existing IT capabilities, including those implemented for RAAP and during TP, to deliver most 

of the required business changes.  The augmentation of IT capability to support required 

changes is limited to implementation of Guidewire VendorEngage™, and a third party solution 

for official disability guidelines, which are discussed further in Section C.1. 

C.1  TO MAKE INSURANCE AFFORDABLE 

24. The IT strategic priorities supporting the delivery of sustainable and affordable 

insurance include: 

 Providing capacity and capability to support delivery of Enhanced Care and recovery 

benefits, focused on injury recovery.  This will be accomplished primarily through: 

i. Updates to PolicyCenter, ClaimCenter, and CustomerEngage™ with augmentation 

for partner self-serve capability via planned implementation of Guidewire 

VendorEngage, which will provide online capability for health provider partners 

(e.g., to securely view invoice status, customer care treatment plans),  
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ii. Integration to a third-party solution for official disability guidelines, which provides 

ICBC injury specialists with evidence-based expected outcomes for injured parties. 

iii. Implementing a solution to allow customers to specify their consent and 

preferences for receiving communications.   

 Providing capacity and capability to help manage Material Damage (MD) claims costs, 

and strengthen controls and governance, which includes additional tools that will be 

implemented to improve MD estimation and enhance compliance audit rules. 

C.2  TO BE CUSTOMER DRIVEN 

25. The IT strategic priorities supporting increased flexibility for customer needs in the 

design and delivery of products and services include the following: 

 Providing capacity and capability to support delivery of Insurance Sales and Services 

Modernization (ISSM) that will enable ICBC to offer online personal insurance 

purchasing options for some of ICBC’s core insurance products including renewals and 

Temporary Operation Permits.  ISSM will also put in place foundational customer facing 

services, including:  

i. Customer digital identity and online authentication capability, providing an easy-

to-use secure solution that provides strong identity assertion when required for 

business services. 

ii. Ability for customers to electronically sign documents, providing an easy-to-use 

secure solution for the business need to collect customer agreement (signature) 

for transactions done through the digital channel or phone channel. 

iii. Online payment processing. 

iv. Expansion of the foundational CustomerEngage portal, including providing online 

insurance purchasing options for select transaction types for ICBC’s customers  

 Reviewing any needs for augmentation to support the customer digital experience, 

including contact centre technologies. 
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C.3  TO BE SMART & EFFICIENT 

26. The focus of this priority is to provide IT solutions that improve efficiency and support 

improved business decisions, through investments in data, analytics and technology.  IT 

strategic priorities include: 

 Automation and analytics to support straight-through processing for low-risk Material 

Damage (MD) claims. 

 Leveraging of business process automation capability through technology and 

analytics, with focus on reduction of manual tasks,  and automation of simple and 

routine claims processes. 

 Collaboration with partners and partner ecosystems to improve ICBC’s ability to 

automate low-risk claims. 

 Strengthening existing data management and governance capabilities to address 

identified gaps and improvement opportunities.  A COTS solution will be implemented 

to enable priorities for data stewardship, metadata management, and data quality 

management.  This includes people, process and technology tools to support data-

driven decision-making. 

 Enhancing supplier management capabilities across the procure-to-pay lifecycle, to 

identify opportunities for strategic approach to maximize value and benefit to ICBC 

through a structured intervention, business-wide involvement and participation in 

supply chain activities resulting in cost savings and process efficiencies.   Any 

investment recommendations from this review would be prioritized in alignment with 

IT and business needs and priorities. 

C.4 TO BE FUTURE FOCUSED 

27. The IT strategic priorities supporting insurance and mobility in BC, and becoming a 

flexible employer include: 

 Development of Relationships with Strategic Partners.  ICBC will continue to 

develop and leverage relationships with strategic IT and service delivery partners, to 

share data and insights, and to improve adaptability for solutions in a rapidly changing 

technology landscape. 
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 Road Safety Solutions.  Expanding the implementation of road safety solutions to 

reduce crashes and injuries.  In January 2020, ICBC launched a telematics pilot, 

intended to determine whether the incentivized use of telematics technology can 

improve road safety outcomes and drive behavioural change among inexperienced 

drivers in BC.  Please refer to Appendix 7B – Road Safety for more details. 

 Human Resources (HR) Solutions.  ICBC will review options to support HR 

technology and tools which enable ICBC to build a high-performing workforce.  

Alternatives will be examined in conjunction with the Enterprise Resource Planning 

options discussed in Section C.5. 

 Supporting a Flexible Work Force.  Implementation of Microsoft 365 will provide 

access to a suite of collaboration and productivity tools. 

C.5 FOUNDATIONAL INITIATIVES  

28. Foundational initiatives are essential to ensure that ICBC continues to sustain its 

operations and positions ICBC to be responsive to current and future business needs. 

Foundational initiatives enable ICBC to manage current state and explore industry trends, 

where such trends have broad industry adoption and impact. 

29. The following have been identified as foundational initiatives: 

 Data and Analytics.  ICBC is reviewing existing tools supporting AI, and delivery of 

analytics and reporting to business customers on an on-going basis, to identify further 

opportunities for simplification and to identify any potential gaps in capability.  Any 

resulting investments required would be prioritized based on business needs and 

priority.   

 Cloud Initiatives.  ICBC will plan implementation of foundational cloud capabilities 

and practices in the IT Strategy period.  Initial implementation of Microsoft Teams 

cloud solution is underway, providing modern collaboration capabilities for employees, 

establishing foundational capabilities for future COTS solutions, and increasing 

efficiency for managing existing SaaS solutions. 

 Growth Initiatives.  These include the expansion of the virtualization platform, 

densification of the existing server footprint, expanding data storage equipment and 

capacity to cater for data growth from current operational systems and project needs, 
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and expanding licensing capacity for key enterprise systems capabilities (e.g., systems 

monitoring) to cater for growth in business volumes. 

 Customer Master Data Management.  ICBC will review platform options for the 

consolidated customer master data management solution to modernize the solution 

and to meet customer digital needs. 

 Customer Mass Communication Software.  ICBC will review platform options for 

customer communication software, to meet business and customer digital needs. 

 External Data Sharing.  ICBC will increase transparency by sharing more data in a 

customizable, convenient format.  Increased external data sharing is planned for areas 

that include contraventions and driver licensing.  ICBC is also participating in the B.C. 

Government’s Data Innovation Program, which can securely link and de-identify data, 

to support specific population-level research projects. 

 DevOps Adoption.8  ICBC will evaluate opportunities for applying DevOps.  DevOps 

focuses on improving IT service delivery through people (and culture), improving 

collaboration between operations and development teams in order to deliver higher 

quality, faster releases. 

  Integration Technology.  ICBC will augment existing COTS integration technology 

with Application Programing Interface (API) management capability in order to meet 

modern integration demands through to 2025.9  APIs are a key IT service for digital 

business integration (e.g., for programmatic integration with Ministry of Transportation 

and Infrastructure). 

 Identity Card Production.  ICBC has selected a new supplier for card production 

services (under which BC Services, Driver’s Licences, and other identity cards for BC 

citizens are produced), and will complete implementation during the strategy period. 

 Data Masking.  ICBC will be going to market for a COTS solution to enable capabilities 

to mask non-production data on the Hadoop and Enterprise Data Warehouse (EDW) 

data platforms. 

                                                           
8 Development and Operations (DevOps) is complementary with Agile software development and refers to a set of 

practices that combines software development and IT operations, to shorten the systems development life cycle and 
provide continuous delivery with high software quality. 
9 Application programming interface (API) is an interface that provides programmatic access to functionality and data 

within an application or a database. 
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 Information Security Program.  This program leverages an industry standard 

aligned risk management process, along with regular collaboration with broader public 

sector peers.  It also includes validation by expert third parties.  ICBC will continue to 

review and enhance its information security system program and ability to respond to 

cyberattacks.  ICBC will consider acquiring additional technology and services to keep 

pace amidst evolving cybersecurity threats. 

 Disaster Recovery (DR) Program.  This program ensures that ICBC can continue 

to perform critical business functions in the event of a major disaster that impacts 

ICBC’s primary data centre in Kamloops.  Critical business systems have been enrolled 

under this program.  ICBC is reviewing its DR program approach to identify process 

efficiencies, which may result in changes to technology. 

 Decommissioning of the Government Mainframe.  In collaboration with the 

Government Information Management and  Technology Capital Investment and 

Hosting Services branches, and Government ministries.  ICBC will identify impacts to 

ICBC systems and interfaces that integrate with Government systems, and coordinate 

changes, as prioritized and funded by Government. 

 PolicyCenter Upgrade.  ICBC will renew its Policy Administration System, upgrading 

of Guidewire PolicyCenter to the newest version. 

 Data Center Network Upgrade.  ICBC will renew its network and related security 

capabilities during the IT Strategic Plan period. Renewal will be in alignment with the 

equipment evergreening cycle, simplify operational management and support secure 

expansion of external access for customer and partner self-serve capabilities. 

 Enterprise Content Management and Capabilities.  ICBC will review its current 

capabilities and future options to meet business needs. 

 Renewal and Maintenance Initiatives.  All technologies have lifecycles and need 

to be renewed (evergreened) periodically to maintain service levels and operational 

readiness.  This includes IT infrastructure (e.g., servers, storage, and data and voice 

networks), end-user devices (desktop computers and laptops), and keep current on 

COTS investments (e.g., Windows 10 upgrade). 

 Enterprise Resource Planning.  ICBC’s  Enterprise Resource Planning(ERP) solution 

(SAP®) end of life date has moved to 2030 (vendor had previously targeted 2025).  
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Planning work will be conducted on available options prior to the end of this IT Strategic 

Plan period. 

C.6 SECTION C CONCLUSION 

30. The IT Strategic Plan is aligned to ICBC’s corporate strategy and balances corporate 

priorities, operational efficiency, and sustainability over the long term. 

D CONCLUSION 

31. As ICBC moves forward to implement Enhanced Care, the IT Strategic Plan focusses 

on investments to maintain and leverage foundational technologies, as well as the delivery of 

new capabilities required for the 2025 Corporate Strategy.  The IT Strategic Plan has been 

updated to ensure it supports the successful execution of the corporate strategy, in order to 

meet ICBC’s corporate strategic goals. 
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A INTRODUCTION 

1. In the January 9, 2008 Decision on the 2007 Revenue Requirements Application 

(Order G-3-08), the British Columbia Utilities Commission (BCUC) directed the Insurance 

Corporation of British Columbia (ICBC) to: 

…continue the existing reporting regime consisting of a comprehensive annual 

IT capital plan filing that would identify the total IT capital expenditures (actuals 

and forecast).  In addition, those individual projects that exceed a capital 

expenditure of $1 million are to be reported, with explanatory detail and project 

justification, in a timely way for Commission comments, once internal corporate 

approvals have been achieved, but before implementation.1 

2. With respect to the Annual Information Technology Capital Expenditure Plan (IT Capital 

Plan), the BCUC stated: 

For reporting and internal management purposes, capital expenditures are 

divided into two main categories: capital renewal projects and business change 

projects.  A rolling five-year forecast is presented (two years of actuals and a 

three-year rolling forecast).  The description of the various projects is adequate 

for Commission purposes and provides a model that can be employed going 

forward.2 

3. In April 2018, ICBC filed its 2018 Application to Streamline Information Technology 

Compliance Reporting Requirements (2018 Streamlining IT Reporting Application).  In its 

July 26, 2018 Decision on ICBC’s Application to Streamline IT Compliance Reporting 

Requirements (Order G-139-18), the BCUC directed ICBC to: 

…report on individual IT capital projects that exceed a capital expenditure of 

$2 million in a manner consistent with the instructions set out in the ICBC 2007 

RRA Decision.3 

4. The BCUC further approved in Order G-139-18 ICBC’s proposal to discontinue the 

provision of the asset category cost details reported in the IT Capital Plan,4 and to reduce the 

forecast period in the IT Capital Plan from three years to two years.5  The BCUC also approved 

ICBC’s proposal to consolidate the renewal projects and business change projects figures, but 

directed ICBC to continue providing year-over-year actual and forecast information, with the 

following modifications: 

                                                           
1 Order G-3-08, page 64. https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/111616/1/document.do. 
2 Ibid, page 62. 
3 Order G-139-18, page 4. https://www.ordersdecisions.bcuc.com/bcuc/orders/en/316600/1/document.do. 
4 Ibid, page 6. 
5 Ibid, page 7. 

https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/111616/1/document.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/316600/1/document.do
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• Add a summary line of the IT capital expenditures that are below the 

reporting threshold; 

• Provide forecast end dates for those projects where the project status is 

“active”; and 

• Provide forecast start and end dates for those projects where the project 

status is “not yet started”.6 

5. This report presents ICBC’s IT capital expenditures on a four-fiscal-year rolling basis 

(two years actuals and two years forecast) in accordance with the BCUC’s directions.  The IT 

Capital Plan is organized as follows: 

 Section A provides a list of the BCUC directions related to the IT Capital Plan. 

 Section B provides an overview of the purpose of the IT Capital Plan and the definition 

of IT capital projects. 

 Section C sets out the IT Capital Plan expenditures on a four-year (fiscal year) time 

horizon.  Any individual IT capital projects exceeding the $2 million reporting threshold 

of IT capital expenditure are identified and described. 

 Section D identifies the fiscal years 2018/19 to 2021/22 depreciation and amortization 

resulting from ICBC’s IT capital expenditures. 

6. ICBC believes this IT Capital Plan meets its commitment to the BCUC to provide further 

information on IT capital expenditures that could materially impact Basic insurance rates and 

provides further assurance that its IT capital expenditures are being managed efficiently and 

effectively. 

7. ICBC wishes to advise the BCUC that Figure 7D.2 and paragraphs 29 and 37 in this 

report include financial information which, if publicly disclosed, could influence negotiations 

on future IT capital projects and could result in economic harm to ICBC or third parties.  As a 

result, it has been redacted in this Application.  ICBC is filing an unredacted version of this IT 

Capital Plan under separate confidential cover, filed contemporaneously with this Application, 

and respectfully requests that the unredacted version be treated as confidential in a manner 

consistent with BCUC guidelines. 

                                                           
6 Order G-139-18, page 7. 
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B IT CAPITAL PLAN 

8. This Section provides an overview of the purpose of the IT capital plan, the definition 

of IT capital projects, and a summary of changes to IT capital reporting since the previous IT 

Capital Plan. 

B.1 IT CAPITAL PLAN PROVIDES TRANSPARENCY ACCORDING TO 
BCUC-ESTABLISHED THRESHOLDS 

9. The purpose of preparing and submitting this IT Capital Plan to the BCUC is to provide 

transparency of ICBC’s capital technology expenditures (defined in Section B.3 below), and 

resulting depreciation and amortization.  As noted above, in accordance with the BCUC’s 

direction, ICBC includes in its IT capital plans a description of any items forecasted to exceed 

the $2 million reporting threshold of IT capital expenditures.  The information provided in the 

IT Capital Plan also aligns with, and helps to achieve, the objectives of the IT Strategic Plan. 

B.2 ICBC REPORTS ON BASIC INSURANCE-FUNDED PROJECTS ONLY 

10. This IT Capital Plan includes information on only those IT capital projects with costs 

that are 100% allocated to Basic insurance or have a portion of their costs allocated to Basic 

insurance.  Projects that are funded 100% by Optional insurance are excluded: Rate 

Affordability Action Plan (RAAP) related costs after March 5, 2018,7 and Autoplan Care 

Enhancements (ACE) related costs after February 6, 2020.8  ACE is the project delivering the 

new Enhanced Care model. 

B.3 DEFINITION AND CAPITALIZATION OF IT CAPITAL PROJECTS 

11. IT capital projects, on which ICBC files information with the BCUC, may be undertaken 

in any business area.  ICBC's IT assets capitalization policy, which is compliant with 

International Financial Reporting Standards (IFRS), is to capitalize costs that result in 

                                                           
7 In accordance with the Government Directive of February 13, 2018 with respect to Funding Rate Affordability Action 
Plan from Optional Insurance approved by Order in Council 084, March 5, 2018, RAAP initiatives costs incurred after 
March 5, 2018 are 100% funded by Optional insurance, or by Government.  All RAAP costs prior to March 5, 2018 
are allocated between Basic insurance and Optional insurance in accordance with the BCUC-approved financial 
allocation methodology. 
8 In accordance with the Government Directive of January 25, 2020 with respect to funding ACE from Optional 
Insurance approved by Order in Council 046, February 6, 2020, ACE is 100% funded by Optional insurance. All ACE 
costs prior to February 6, 2020 are allocated between Basic insurance and Optional insurance in accordance with the 
financial allocation methodology approved by the British Columbia Utilities Commission (BCUC).  
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probable future economic benefit to ICBC for more than one year.9  Activities not related to 

development such as planning, decommissioning, training, and data migration are expensed 

as they arise because they do not meet the asset capitalization criteria. 

12. Under ICBC’s current capitalization policy, ICBC capitalizes IT expenditures where 

capital costs exceed $50,000 per asset.   

13. ICBC’s total IT capital consists of both capital renewal expenditures and business 

change expenditures, as described in Section C.1 of this Appendix. 

B.4 IT CAPITAL REPORTING PARAMETERS ESTABLISHED BY BCUC ORDERS 

14. In accordance with BCUC Order G-139-18, for IT capital projects exceeding the 

reporting threshold of $2 million, ICBC files individual IT capital project reports with the BCUC 

after internal approval for the project to proceed has been obtained, and before project 

commencement.10 

15. In September 2011, ICBC filed its Application to Streamline IT Capital Reporting 

Requirements with a proposal to discontinue filing individual IT capital reports on projects 

that involve routine replacement of computer hardware, software, and software infrastructure 

(evergreening projects).11  In its November 17, 2011 Decision on ICBC’s Application to 

Streamline IT Capital Reporting Requirements (Order G-189-11), the BCUC approved ICBC’s 

proposal.  The BCUC also directed ICBC to continue providing information on these projects 

in the IT capital plan.  Accordingly, evergreening projects that were or are going to be 

undertaken during the 4-year time horizon for this IT Capital Plan (two years of actual 

expenditures and a rolling two-year forecast) are identified in Section C.2.  In November 

2015, ICBC filed a request with the BCUC to include future Genesys upgrades (call routing 

software) to the list of evergreening projects that no longer require individual IT capital project 

reports.  The BCUC approved ICBC’s request in its December 3, 2015 Order G-191-15. 

                                                           
9 Project costs that extend the useful life or increases the service capacity of an asset are capitalized, and may include 
automation, end-of-life replacements, disaster recovery and enhanced security, hardware upgrades, and 
configuration of ICBC internal systems to externally owned software.  Project costs for repairs and maintenance, 
including non-enhancement software upgrades are expensed. 
10 Project commencement refers to the point where ICBC begins, or commits to, spending IT capital. 
11 Evergreening IT capital projects (a subset of renewal projects) are recurring projects that involve replacement of 
technology assets that have a regular replacement cycle, typically once every three to five years, where there is little 
change in the purpose of that technology from one replacement cycle to the next.  IT assets that ICBC considers as 
evergreening include: end-user devices, end-user software, servers and mainframe, output management devices, 
data networks, and storage. 
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16. In Order G-139-18, the BCUC approved proposals to exclude hardware and software 

costs for new employees, and true-up costs from the requirement to file individual IT capital 

project reports, effective the date of the Order.12  However, ICBC’s proposal to exclude system 

enhancements costs from this reporting requirement was not accepted and ICBC was directed 

to: 

…file, in a manner consistent with the instructions set out in the ICBC 2007 RRA 

Decision, an individual IT capital project report to the BCUC where aggregate 

system enhancement costs for any individual IT system currently in use at ICBC 

are estimated to exceed $2 million.13 

17. System enhancement work is forecasted before the start of a fiscal year in consultation 

with internal business partners.  Since ICBC does not forecast IT system enhancements more 

than one year ahead, ICBC has assumed that on a go-forward basis, each upcoming fiscal 

year is the period for determining whether individual systems enhancement costs will exceed 

the reporting threshold.  In other words, ICBC will look for system enhancement costs on 

individual IT systems that exceed the reporting threshold on a year-by-year basis and not 

aggregated across multiple years.  In accordance with the BCUC’s direction, ICBC will provide 

individual IT capital project reports for system enhancement costs on individual IT systems 

that exceed the $2 million threshold.  For the fiscal years 2018/19 to 2021/22 reporting 

periods, there are no system enhancement costs for individual IT systems that are forecasted 

to exceed the $2 million threshold.  For reporting in the IT capital plan, system enhancement 

costs for all IT systems over the course of a fiscal year have been aggregated. 

C IT CAPITAL PLAN – FISCAL YEARS 2018/19 TO 2021/22 

18. This Section explains the IT Capital Plan on a four-year time horizon, including two 

years of actual expenditures and a rolling two-year forecast, for the fiscal years 2018/19 to 

2021/22. 

19. The IT Capital Plan is not a static plan, and it is revised, as appropriate, on an ongoing 

basis.  ICBC’s planning of future IT capital expenditures must remain flexible, as technology 

advancements may introduce unknown opportunities (or challenges), and vendor, product 

stability, or business needs may change. 

                                                           
12 Order G-139-18, pages 8 to 9. 
13 Ibid, page 9. 
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20. This IT Capital Plan provides explanations for any significant year-to-year variances in 

order to provide the BCUC with assurance that ICBC’s IT capital expenditures are being 

managed efficiently and effectively.  ICBC employs a centralized and strategic approach to 

prioritizing projects and managing project scope and costs in order to ensure strong executive 

oversight and accountability for project prioritization and delivery. 

21. ICBC regularly reviews and updates project costs to identify risks and savings.  This 

approach ensures that all projects are consistent with the corporate strategy, and that project 

costs are managed prudently. 

22. Renewal and business change projects have been minimized starting in fiscal year 

2018/19 due to ICBC’s focus on the RAAP and ACE projects (which are both funded from 

Optional insurance) resulting in lower than usual IT expenditures.  Expenditures are beginning 

to return to normal levels as those projects get closer to completion (as shown in Figure 7D.1). 

C.1 IT CAPITAL EXPENDITURES CLASSIFIED AS RENEWAL OR BUSINESS 
CHANGE 

23. In this Section, the forecasted IT capital expenditures affecting Basic insurance rates 

are classified as either IT capital renewal or IT capital business change projects. 

 An IT capital renewal project is the routine update or the outright replacement of, 

existing technology assets at or near end-of-life.  These projects sustain existing 

applications, infrastructure, and operational services at required service levels, and 

ensure compliance with mandated legislative and regulatory demands.  Renewal 

projects include capital expenditures for items such as servers, mainframe computers, 

telephone systems and routing software, network components, software licences, 

desktop computer hardware, including laptops and tablets, and updates and version 

upgrades of Commercial Off The Shelf (COTS) products.   

 A business change, by contrast, is a project where the primary business driver for 

the IT technology is to support a change to internal business processes and workflows 

that will enhance the business capabilities, a change that affects external stakeholders 

(e.g., suppliers, customers, and the general public), and/or investments made in new 

information security and disaster recovery capabilities. 
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24. Capital expenditures from fiscal years 2018/19 to 2021/22 for information technology 

are shown in Figure 7D.1 below.  Figure 7D.1 disaggregates renewal and business change 

expenditures above and below the $2 million IT capital project reporting threshold. 

Figure 7D.1 – Total IT Capital Expenditures  

Total IT Capital Expenditures  
($ millions) 

2018/19 

Actuals 

2019/20 

Actuals 

2020/21 

Outlook 

2021/22 

Forecast 

IT Capital for renewal >$2M 6.2  5.7  12.2  15.6  

IT Capital for renewal <$2M 1.1  1.6 0.9  1.7  

IT Capital for business change >$2M 6.9  10.6 3.9 10.0  

IT Capital for business change <$2M 4.3  1.2  5.1  3.4 

Total IT Capital Expenditures($)1     18.5    19.0     22.1     30.7  

1 Rounding may affect totals. 

25. More information on capital projects can be found in Section C.2 below. 

C.2 CAPITAL PROJECTS - FISCAL YEARS 2018/19 TO 2021/22  

26. IT capital renewal and business change projects with a capital expenditure of greater 

than $2 million are shown in Figure 7D.2 below.  IT capital expenditures for fiscal years 

2018/19 to 2021/22 are shown if the multi-year capital expenditure exceeds the $2 million 

reporting threshold.  Projects that are funded 100% by Optional insurance, such as RAAP 

related costs after March 5, 2018 and ACE related costs after February 6, 2020, are not 

included. 

27. Project descriptions and timing are based on current estimates and understanding of 

project scope, and subject to change, as further analysis is completed throughout the year, 

and projects are re-prioritized. 

C.2.1  DESCRIPTION OF RENEWAL LINE ITEMS 

28. Line items one to six in Figure 7D.2 are evergreening projects for which IT capital 

project reports were previously filed and/or ICBC is not required to file individual IT capital 

reports on, as per Orders G-189-11 and G-191-15.  In accordance with the BCUC’s direction, 

ICBC will continue to provide information on these projects in its future IT capital plan filings. 
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Figure 7D.2 – Renewal and Business Change Projects with IT Capital Expenditures over $2 Million 

Projects with  
IT Capital Expenditures  
over $2 Million 

($ millions)   Planned Schedule   Actual Schedule  

2018/19 
Actuals 

2019/20 
Actuals 

2020/21 
Outlook 

2021/22 
Forecast 

Capital 
Budget1 

Total 
Actuals to 

Date2 

Estimate at 
Completion3 

Status Start End Start End 

Renewal Projects 

1 Data Network Evergreening             Annual - - - - 

2 SAN Evergreening           Annual - - - - 

3 Server Evergreening        Annual - - - - 

4 
Desktop Laptop Monitor 
Evergreening 

       Annual - - - - 

5 Managed Print Solutions        Active 
Oct 

2020 

Jul 

2021 
- - 

6 Microsoft 365         Completed 
Jul 

2020 
Sep 
2020 

Jul 
2020 

Sep 
2020 

7 
Guidewire Licensing True-Up 
Adjustment (ClaimCenter) 

       Annual - - - - 

Business Change Projects 

8 System Enhancements  3.0   2.8   2.5   5.0  13.3 7.2 13.3 Annual - - - - 

9 
Autoplan Care Enhancements 
(ACE)4 

               Completed 
Jul 

2019 
Feb 

2020 
Jul 

2019 
Feb  

2020 

10 Data and Analytics Platform                    Active 
Apr 

2018 
Dec 
2019 

Jul 
2018 

Active 

11 
PolicyCenter Fleet and 
Garage 

               Completed 
Dec 
2017 

May 
2018 

Dec 
2017 

Jul 
2018 

12 
Insurance Sales & Services 
Modernization 

                 Active 
Mar 
2020 

Jul 
2022 

Mar 
2020 

Active 

  Total5 13.1 16.3 16.2 25.6 67.7 44.8 78.4      

1 Capital Budget refers to the initial amount of IT capital approved at the start of the project. 

2 Project actuals include costs from project inception up to September 30, 2020.  This filing uses more current dates for actuals and forecasts compared to other sections of the 

2021 RRA in order to provide BCUC with more accurate and up to date project information and to minimize future variances. 
3 Estimate at Completion (EAC) is the actuals to date plus the remaining forecasted capital requirements for the completion of the project.  Project variance can be calculated by 
comparing the EAC and Capital Budget. 
4 ACE is the project to enable the new Enhanced Care model.  The $4.9 million of IT capital are costs up to February 6, 2020.  The ACE project is still active and expected to 
complete in 2022; however, costs incurred on or after February 6, 2020 are funded entirely from Optional insurance, and outside of the scope of the IT Capital Report. For more 
details, refer to paragraphs 10 and 37. 
5 Rounding may affect totals.
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29. Line item one, Data Network Evergreening, is the replacement of switches (computer 

networking devices that connect network segments), wireless access points (similar to 

switches, but provide secure network connectivity via wireless), firewalls, routers, security 

components and other related technology (e.g., Wide Area Application Services, a network 

optimization technology that prevents network slow-down and, in turn eliminates, and/or 

minimizes business and customer impact) at ICBC’s data centres and offices.  Data Network 

Evergreening will be completed in two phases.  The Capital Budget of $  million reflected 

in Figure 7D.2 includes approved funding for the first phase, whereas the Estimate at 

Completion costs of $  million reflects forecasted costs for both phases. 

30. Line item two, Storage Area Networks (SAN) Evergreening, is the evergreening cycle 

for hardware (consisting of storage disks and high-speed network connections to the systems 

that use the storage), software (for the hardware components), and installation services of 

the hardware and software.  The SAN infrastructure is a centralized, storage environment that 

allows many servers to simultaneously access corporate data and is designed to provide 

access to corporate data under heavy workloads for extended periods of time. 

31. Line item three, Server Evergreening, involves the ongoing replacement and 

retirement of servers and system software that are at end-of-life, to maintain a reliable and 

cost-effective computing environment in support of ICBC’s business operations.   

32. Line item four, Desktop Laptop Monitor Evergreening is the evergreen cycle for desktop 

/laptop computers and monitors.  The estimate at completion is higher than the capital budget 

due to the need to replace Driver Licensing Knowledge Testing desktops, touchscreen 

monitors, and Digital Photo Identification workstations earlier than scheduled as they were 

nearing end-of-life and starting to experience failures.  In addition, the deployment of 

Windows 10 caused freezing and performance issues on certain computers, which required 

them to be replaced earlier than planned.   

33. Line item five, Managed Print Solutions, reflects costs associated with equipment 

leasing for all printer and multi-function devices.   

34. Line item six, Microsoft 365, renewed ICBC’s existing end user software licensing 

solution to the Microsoft Office Suite and Teams license that will provide access to a suite of 

new collaboration and productivity tools. 



2021 RRA Appendix 7D – Annual IT Capital Expenditure Plan 

Insurance Corporation of British Columbia 7D-10 
December 15, 2020 

35. Line item seven, Guidewire Licensing True-Up Adjustment for Guidewire ClaimCenter® 

(ClaimCenter), are additional licensing costs based on the contractual terms agreed upon with 

the ClaimCenter vendor, Guidewire.  The licensing costs are based on net premiums written, 

so if this metric increases over time beyond a specified amount there are additional licensing 

fees owed to the vendor.  In Order G-139-18, the BCUC approved ICBC's proposal to exclude 

true-up costs from the requirement to file individual IT capital project reports.  However, ICBC 

will continue to provide the capital true-up costs for individual agreements, where they are 

expected to exceed the reporting threshold over the course of an existing individual 

agreement. 

C.2.2 DESCRIPTION OF BUSINESS CHANGE LINE ITEMS 

36. Line item eight, System Enhancements, is the capitalization of aggregated labour costs 

for ongoing system enhancements to claims, insurance, driver licensing, and corporate 

applications, where the related costs meet the criteria for capitalization in accordance with 

ICBC’s capital assets policy.  Examples of the types of these system enhancements include 

business rule changes and enhanced reporting. 

37. Line item nine, Autoplan Care Enhancements (ACE) is the project for IT system 

changes delivered to enable the sale of the new Enhanced Care model product and facilitate 

the administration of significantly improved accident benefits.  At the same time, the system 

changes will support customers and medical stakeholders through technological 

improvements to injury claims processes.  The $  million of IT capital is for the period 

July 2019 to February 6, 2020.  The Government Directive of January 25, 2020 with respect 

to Funding Autoplan Care Enhancements from Optional Insurance, approved by Order in 

Council 046, February 6, 2020, allocated the funding for ACE project costs incurred on or after 

February 6, 202014  entirely from Optional insurance.  An IT capital project report was filed 

on February 20, 2020. 

38. Line item ten, Data and Analytics Platform (DAP) is for the acquisition of computer and 

storage hardware, software licensing, implementation, and development costs associated with 

the data preparation tool/self service capability and predictive model integration capability 

which leverage the Hadoop-based platform.  An IT capital project report was filed on 

June 4, 2018.  ICBC provided an update on the pilot for the project in the 2019 Revenue 

Requirements Application filed on December 14, 2018.  In accordance with the BCUC's request 

                                                           
14 Remaining Enhanced Care work funded out of Optional is expected to complete in early 2022. 
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in Letter L-17-18 following its review of the DAP IT Capital Project Report, ICBC has included 

in Attachment 7D.1 to this IT Capital Plan, an update on the success of the data migration, 

cost variances associated with the new data and analytics platform, and any other operational 

impact this project may have had within ICBC. 

39. Line item eleven, PolicyCenter Fleet and Garage (PCFG), was for the implementation 

of fleet and garage products into PolicyCenter.  As the scope of this project was included in 

the original IT capital project report for Insurance Business Capability project filed on 

June 23, 2016, ICBC has not produced a separate IT capital project report.  Completion of 

the project was two months later than originally planned due to delaying the implementation 

of the bulk renewal functionality in order to better manage project delivery and risk.  Delaying 

bulk renewals did not impact the project “go-live” date for implementing fleet and garage 

policies into PolicyCenter, as the bulk renewal functionality was not required until after the 

project go-live.  New fleets and garage policies were processed in PolicyCenter at planned go-

live (March 4, 2018) but the bulk renewal functionality was not required until the first fleet 

renewals were migrated from the legacy system to PolicyCenter (policies expiring 

June 30, 2018).  The functionality was delivered in time for that need.  The $0.6 million 

favourable variance is due to cost efficiencies realized from the integrated management and 

delivery of the PCFG and related projects. 

40. Line item twelve, Insurance Sales and Services Modernization (ISSM), will enable ICBC 

to offer online personal insurance purchasing options for core insurance product offerings 

which make up the majority of ICBC’s business.  ISSM will also put in place foundations for 

existing (when these are renewed) and future online customer facing services, such as digital 

identity, authentication and authorization, electronic signature and online payment 

processing.  An IT Capital Report was filed on November 25, 2020. 

D DEPRECIATION AND AMORTIZATION OF IT CAPITAL 
EXPENDITURES 

41. On page 55 of ICBC's 2019/20 Annual Service Plan Report (ASPR),15 ICBC’s accounting 

policies state that property and equipment are initially recorded at fair value and subsequently 

measured at cost less accumulated depreciation and impairment losses.  Cost includes 

expenditures that are directly attributable to the acquisition or construction of the items, 

including retirement costs.  Subsequent costs, such as betterments, are included in the asset 

                                                           
15 www.icbc.com/about-icbc/company-info/Documents/ar-20.pdf. 

http://www.icbc.com/about-icbc/company-info/Documents/ar-20.pdf
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only when it is probable that future economic benefits associated with the item will flow to 

ICBC.  All other subsequent expenditures are recognized as repairs and maintenance.  

Capitalized software that is an integral part of the equipment is accounted for as equipment.  

Property and equipment is depreciated when it is available for use on a straight-line basis 

over the estimated useful life of each asset. 

42. Finite life intangible assets, which are discussed on page 56 of the 2019/20 ASPR, are 

initially recorded at fair value and subsequently carried at cost less accumulated amortization 

and impairment losses.  Intangible assets with finite useful lives are amortized over their 

estimated useful lives when they are available for use on a straight-line basis, taking into 

account the residual value. 

43. ICBC performs an annual asset review in compliance with IFRS. 

44. Total depreciation and amortization for fiscal years 2018/19 to 2021/22 resulting from 

IT capital expenditures is shown in Figure 7D.3 below. 

45. Depreciation is forecasted to remain steady at 2.9% of ICBC’s operating expenses. 

Figure 7D.3 – Depreciation and Amortization of IT Capital Expenditures 

Description 
FY 2018/19 

Actuals 

FY 2019/20 

Actuals 

FY 2020/21 

Outlook 

FY 2021/22 

Forecast 

Depreciation and 
Amortization of IT Capital1 

($millions) 
19.8 16.9 22.6 25.8 

% of ICBC's operating 

expenses 
2.6% 2.1% 2.9% 2.9% 

1 Rounding may affect totals. 

E CONCLUSION 

46. This IT Capital Plan contains information that is consistent with the BCUC’s current 

reporting requirements and includes two years of historical and two years of forecast 

expenditures, segregated into capital renewal and business change projects. 

47. ICBC believes this IT Capital Plan meets its commitment to the BCUC to provide further 

information on IT capital expenditures that could materially impact Basic insurance rates and 

provides further assurance that its IT capital expenditures are being managed efficiently and 

effectively. 
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INTRODUCTION 

1. The purpose of the Data and Analytics Platform (DAP) project is to replace the 

Insurance Corporation of British Columbia’s (ICBC) current Enterprise Data Warehouse (EDW) 

that is nearing end of life, with a Hadoop-based technology1 that provides a more flexible and 

scalable data platform to meet ICBC’s current and future data and analytics needs.  

2. This report is being provided in accordance with the British Columbia Utilities 

Commission’s (BCUC) request in Letter L-17-18 pertaining to ICBC’s June 4, 2018 confidential 

filing of the DAP IT Capital Project Report,  directing ICBC to provide the following: 

An update to be included in the next revenue requirements application 

scheduled for August 31, 2018 regarding the result of the Hadoop technology 

pilot, the learning outcomes associated with the pilot and confirmation on 

whether ICBC will be committing to the full amount of the capital expenditure 

with Hadoop technology from MapR.2 

A report to be included in a future revenue requirements application by no later 

than March 31, 2020 on the success of the data migration, any cost variances 

associated with the new data and analytics platform, and any other operational 

impact this project may have had within ICBC. 

3. ICBC provided an update on this project as part of the 2019 Revenue Requirements 

Application (RRA) (Chapter 10 B and Attachment 10 B1) filed on December 14, 2018.  As 

indicated in that update, ICBC conducted a pilot to confirm the ability of the proposed  

Hadoop–based technology provided through MapR (MapR/Hadoop solution) to deliver 

business reporting and meet analytical needs, simplify the data architecture, and confirm the 

technical viability of the solution.  ICBC committed to proceed with the project to migrate the 

current EDW information to the MapR platform. 

4. On October 2, 2019, ICBC filed a letter regarding ICBC’s update on the Data and 

Analytics Platform Project in accordance with the BCUC Order G-139-18 dated July 26, 2018 

and Letter L-17-18 dated July 4, 2018.  As indicated in that letter, ICBC management 

approved a change in scope and costs of the project to take advantage of an opportunity to 

develop new functionality on the Hadoop-based platform while maintaining the EDW for legacy 

and non-critical data.  The total IT capital cost of the Data and Analytics platform estimate 

was updated to $  million (including contingency of $  million).  

                                                           
1 Hadoop is an open source software framework from Apache Software Foundation for storing and processing large 
volumes of data.  Hadoop provides instructions for organizing and processing data on many servers rather than on 
a centralized source.  A variety of software manufacturers have used Apache Hadoop to create commercial products 
for managing data. 
2 MapR is ICBC’s selected vendor for the Hadoop-based technology used for the DAP. 
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5. As per the 2020 Government Directive of February 6, 2020 with respect to the Timing 

of the 2020 Rate Change Application approved by Order in Council 047 February 6, 2020, 

ICBC was not required to file a 2020 RRA, and further confirmed in BCUC Order G-21-20 

dated February 14, 2020 that the DAP update was to be provided as part of the 2021 RRA. 

6. ICBC wishes to advise the BCUC that Figure 7D.1.1 and paragraphs 4, 11, 12 and 15 

in this report include financial information which, if publicly disclosed, could influence 

negotiations on future IT capital projects and could result in economic harm to ICBC or third 

parties.  As a result, it has been redacted in this Application.  ICBC is filing an unredacted 

version of this Data Analytics Platform Project Update under separate confidential cover, filed 

contemporaneously with this Application, and respectfully requests that the unredacted 

version be treated as confidential in a manner consistent with BCUC guidelines. 

DATA MIGRATION 

7. On June 4, 2018, ICBC filed a confidential IT capital project report for DAP.  The 

objective of the project at that time was to replace ICBC's EDW, as the vendor had notified 

ICBC that the EDW would no longer be supported after 2019.  The initial approach was for 

the project to completely migrate all data from the existing EDW to the Hadoop-based data 

platform and decommission the EDW before the end of 2019.  

8. In early 2019, ICBC’s EDW vendor informed ICBC of the opportunity to acquire 

hardware that would extend the lifespan of the EDW until at least the end of 2024 (an 

opportunity that did not exist at earlier stages of the project).  This allowed ICBC to re-assess 

the project, opening up the opportunity to consider a hybrid option of developing new 

functionality on the Hadoop-based platform while maintaining the EDW for legacy and non-

critical data.  This hybrid approach is common for organizations that process large volumes 

of data.   

9. On October 2, 2019, ICBC filed a letter regarding ICBC’s update on the DAP project in 

accordance with BCUC Order G-139-18 dated July 26, 2018 and Letter L-17-18 dated July 4, 

2018.  In this letter, ICBC indicated that the hybrid option had been adopted and explained 

that the estimated IT capital costs of the DAP project have increased, as further described in 

paragraph 10 below.   
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10. ClaimCenter data was successfully migrated into the Hadoop-based data platform in 

April 2019 and PolicyCenter data was migrated in December 2019.  SAP financial data was 

successfully migrated in March 2020.   

VARIANCE EXPLANATION 

11. As stated in the June 4, 2018 confidential filing of the DAP IT Capital Report, the initial 

IT capital expenditure was estimated to be $  million.  IT capital expenditure included 

acquisition of computer and storage hardware for a new Hadoop-based data platform and 

implementation of a data preparation tool and a predictive modeling capability.  The software 

licensing and associated implementation costs of the MapR solution were assessed to be an 

operating lease at that time, as the terms of the arrangement were not certain to be renewed 

after three years.  In accordance with International Financial Reporting Standards, such costs 

are treated as expense for accounting purposes; these costs were therefore not included in 

the $  million IT capital expenditure. 

12. In early 2019, ICBC re-visited the terms of the arrangement associated with the 

renewal of the MapR solution, which resulted in a change in the accounting treatment of the 

software licensing and associated implementation costs from expense to capital.3  In addition, 

during planning for the adoption of the hybrid model, ICBC determined that the increased 

complexity of the work required a need for additional professional services and related 

expenses.  These changes combined to increase the IT capital required for the project from 

$  million to $  million.  The expected project completion date remained at 

December 2019.  

13. Since that time, ICBC determined there was a need to extend the timeline for user 

acceptance testing4 on the data and reports in Hadoop.  This was needed in order to align 

with the availability of resources to complete testing.  This testing subsequently identified a 

number of data issues that needed to be addressed.  The extension allowed for all test cases 

deemed important by the users to be done in order to ensure users were confident in the data 

and reports in Hadoop. 

                                                           
3 The assumption for useful life of the software licenses was extended from 3 to 5 years.  In accordance with ICBC’s 
Asset Capitalization Guideline, the costs of the MapR software license lease, previously treated as expenses, were 
reclassified as capital costs. 
4 User acceptance testing (UAT) is where users verify that specific requirements are working properly.  
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14. ICBC also determined that it was necessary to move the serving layer (the database 

in Hadoop where the data is stored and used for reports and ad hoc queries) into an Oracle 

database in order to optimize accessibility of data for end users, while improving performance.  

This resulted in the need to acquire additional Oracle licences and work effort to move tables 

from Hadoop to Oracle. 

15. These two changes increased the IT capital expenditure from $  million to 

$  million and delayed the completion of the project from December 2019 to January 2021. 

Figure 7D.1.1 – Summary of Changes to Project Forecast and End Date  

Document Filing Date 
Capital Budget 

($ millions) 

Estimated 
Project End Date 

IT Capital Report - Data and Analytics 

Platform 
June 04, 2018  Q3 – FY 2019/20 

Attachment 10 B.1 MapR Hadoop Pilot 
Project Update in The 2019 RRA 

December 14, 2018  Q3 – FY 2019/20 

ICBC's Update on the Data and Analytics 

Platform Project 
October 02, 2019  December 2019 

Attachment 7D.1 Data Analytics Platform 
Project Update in The 2021 RRA 

December 15, 2020  January 2021 

OPERATIONAL IMPACTS 

16. ICBC has invested in a Hadoop-based technology platform in order to meet future data 

and analytics needs, deliver on corporate priorities and to acquire new capabilities, such as 

data preparation/self-service and predictive model integration capabilities to deliver on its 

data and analytics needs. 

17. Operational impacts achieved by the Hadoop implementation to date include: 

 Simplification and improvement in the quality of ICBC’s data which allows for better 

decision making across the company. 

 Development and deployment of data preparation/self-service capability to provide 

analytics teams with direct access to information for analyses and enable them to bring 

forward insights to operational areas for action in a timely manner.  This reduces 

demand on information management staff resources required for the delivery of data 

queries and ad hoc requests. 
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 Development and deployment of predictive analytics to provide information for more 

timely data-driven business decisions.  An example of a predictive analytic model is 

the ability to estimate the severity of a claim at an earlier point in time in the claim 

lifecycle. 

 Improved ability to mine unstructured data5 for analytics purposes. 

 The ACE Project is leveraging Hadoop for analytics and operational reporting. 

 RAAP Material Damage (MD) project is utilizing the claims data in Hadoop for business 

score cards. 

 Insurance is using Hadoop for rate analysis and sales reports. 

 Finance is using Hadoop for three-way reconciliation between SAP, PolicyCenter data 

and other data sources.  This brings significant amounts of data together for analysis 

that ICBC could not have done previously. 

CONCLUSION 

18. ICBC submits that this filing meets its commitment to the BCUC to provide an update 

for DAP on the success of the data migration, any cost variances associated with the new data 

and analytics platform, and any other operational impact this project may have within ICBC.  

The DAP is now operational and will be completed in January of 2021. 

                                                           
5 Unstructured data is information that either does not have a pre-defined data model or is not organized in a pre-
defined manner).  
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A RATE AFFORDABILITY ACTION PLAN (RAAP) PRODUCT REFORM 

1. This Appendix discusses the RAAP product reform initiatives introduced on 

April 1, 2019 and, further to the Insurance Corporation of British Columbia’s (ICBC) 

commitment in the 2019 Revenue Requirements Application (RRA), includes metrics that will 

help to show the impact of these initiatives.  While these initiatives have helped ICBC control 

its claims costs for claims that occurred on or after April 1, 2019 and up until April 30, 2021, 

RAAP product reform does not have an impact on the Policy Year 2021 (PY) rate indication.  

The PY 2021 rate indication is based on the claims that will be covered under the Enhanced 

Care model that will be implemented on May 1, 2021. 

2. RAAP product reform has resulted in increased care for the individuals injured in motor 

vehicle-related crashes and the changes have enabled ICBC to better control its injury claims 

costs.  Enhancements to Part 7 accident benefits coverage brought about through RAAP 

product reform included the doubling of the overall limit for lifetime medical care and recovery 

expenses to $300,000 for anyone injured in a crash on or after January 1, 2018. 

3. Other increased benefits brought about under RAAP product reform, effective on or 

after April 1, 2019, include higher wage loss (up to $740 per week now payable from $300 

per week), homemaking ($280 per week now payable from $145 per week), funeral costs (up 

to $7,500 reimbursement from $2,500), and death benefits (up to $30,000 now available, up 

from the previous rate which ranged from $17,580 to $20,080).  In addition, a new benefit 

was introduced that provides coverage of necessary medical supplies and services, which 

previously were not covered.  Further, the number of service providers with pre-approved 

treatment options was increased and treatment rates were increased. 

4. The increased Part 7 accident benefits coverage was a key component of the start of 

a move towards a care-based system with more time being spent with injured customers as 

well as their health care providers.  In support of this, ICBC has customer claim specialists 

and customer recovery specialists in place to provide the ongoing accident benefit care 

management.  Under RAAP product reform, ICBC also focused on its relationship with key 

stakeholders within the medical community and has worked with health care providers to 

maintain a transparent and collaborative process. 
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5. As part of product reform initiatives, payment for pain and suffering for a minor injury 

claim is limited to $5,627 effective April 1, 2020.1  This limit does not affect the amount of 

wage loss, medical treatments, and other benefits that customers are eligible to receive.  The 

minor injury limit is intended to curb the amount of time and allocated costs (medical, 

investigative, and legal expenses) that are associated with the litigation of minor injury 

claims. 

6. Another key component of RAAP product reform was the expansion of the jurisdiction 

of the Civil Resolution Tribunal (CRT), an independent alternative dispute mechanism, for fair 

and fast resolution of claims disputes without the need to involve a lawyer (although a 

customer may choose to have a lawyer represent them).  As of April 1, 2019, the CRT can 

help resolve motor vehicle injury disputes of up to $50,000.  The range of issues that may be 

brought before the CRT includes: 

 The classification of an injury as minor. 

 Whether a claimant is entitled to receive the Accident Benefits claimed. 

 Who is at fault for a motor vehicle accident. 

 Settlement amounts for all motor vehicle injury claims up to $50,000. 

7. The expansion of the jurisdiction of the CRT was expected to reduce the incidence of 

bodily injury (BI) claims going through the traditional legal process and to help reduce the 

amount ICBC spends on legal fees and expenses, which will result in a reduction in overall 

claims costs.  As is discussed in Section C.3, to date, very few cases involving motor vehicle 

accident related injury claims have gone before the CRT.  As is noted in Section E, product 

reform has also had a favourable impact on the Legal Representation Conversion Rate. 

8. Overall, post-reform, the updated fiscal loss year (FLY)2 2019/20 claims costs estimate 

for BI Basic and Part 7 benefits are favorable compared to the expectation set in the 2019 

RRA as Technical Appendix E.0, Product Reform Costing Report (EY 2018 Product Reform 

Costing Report).  This is discussed further in the sections below. 

9. It is still relatively early to understand the full impacts of the April 1, 2019 RAAP 

product reform because injury claims can take several years to settle.  It is even more difficult 

now to understand the impacts due to the uncertainty of the outcome of the constitutional 

                                                           
1 Minor injury cap is updated annually to account for changes to the Consumer Price Index.  The initial minor injury 
cap was $5,500, effective April 1, 2019. 
2 The term FLY is used for the grouping of all claims for accidents occurring during the fiscal year.  FLY 2019/20 
claims are tracked from the 2019/20 fiscal year in which the accidents occur (starting April 1, 2019) until all the 
claims in that grouping are fully settled, which could be many years into the future. 
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challenge of the CRT jurisdiction over motor vehicle accidents, as well as the cap on general 

damage payments for minor injury claimants, and the potential impact from the COVID-19 

pandemic. 

B REPORTING ON RAAP PRODUCT REFORM 

10. In 2018, ICBC engaged Ernst & Young LLP (EY) to estimate the impact of the RAAP 

insurance product reform on ICBC’s estimated incurred claim costs and future trends for BI 

Basic and Part 7 Benefits coverages.  With the implementation of RAAP product reform on 

April 1, 2019, ICBC expected to realize net financial benefits for Basic insurance of $1.2 billion 

for Policy Year (PY) 2019.  This net amount resulted from a decrease of almost $1.6 billion in 

BI Basic claims costs, partially offset by an increase in benefits of about $370 million under 

Part 7 of the Insurance (Vehicle) Regulation (Part 7 - Accident Benefits). 

11. As a result of RAAP product reform, ICBC expected to achieve the reduction in BI 

claims costs from both a moderate reduction in BI claims count and a more significant 

reduction in BI severity due to the limitation of the general damage payout on minor injury 

claims and other changes in product reform.  For Part 7 - Medical Rehabilitation (MR) and 

Part 7 – Weekly Benefits (WB) both claims counts and severities were expected to increase, 

while for Part 7 – Death Benefits (DB) only the severity would be impacted. 

12. ICBC is monitoring the counts and severities for these claims.  For BI claims 

specifically, ICBC has added additional segmentations to the claims statistics to monitor the 

performance post-reform.  Such segmentations include whether or not BI claims exposures 

meet the definition of minor injury, whether the claim is being disputed through the CRT, or 

through the court system for cases outside of the CRT jurisdiction. 

13. In the following sections, ICBC provides an update on the estimated benefits and other 

claims statistics, comparing Pre-Reform FLY 2018/19 to Post-Reform FLY 2019/20, as well as 

comparing Post-Reform expectations set within the EY 2018 Product Reform Costing Report 

to Post-Reform forecasts based on ICBC’s Analysis of the most current observations as of 

August 31, 2020 (ICBC Analysis). 

14. Since April 1, 2019, ICBC has been monitoring the following key measures impacting 

the overall BI claims costs that are related to product reform: 

 BI Claim Exposure Severity.  

 BI Claim Exposure Count. 
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 Percentage of Minor Injuries. 

 The percentage of BI claim exposures that are unrepresented versus those that are 

represented or disputed through the CRT (represented/disputed). 

15. ICBC has also been monitoring the following measures on Part 7 claims: 

 Part 7 claim severity by coverage. 

 Part 7 claim count by coverage. 

16. Each of the measures above are discussed in more detail in the Sections below. 

C BODILY INJURY CLAIMS 

C.1 BI BASIC CLAIMS COSTS FOR POST-REFORM FLY 2019/20 

17. The savings of $1.6 billion for PY 2019 was based on the EY 2018 Product Reform 

Costing Report.  From that report, the estimated Post-Reform FLY 2019/20 BI Basic ultimate 

claim costs3 are $1.8 billion, representing a savings of $1.5 billion4 in the first year after 

product reform.  Overall, based on ICBC’s regular second quarter reserve analysis (ICBC 

Analysis), the available information and updated data indicate that FLY 2019/20 BI Basic 

ultimate claim costs are lower than the expectation within the EY 2018 Product Reform Costing 

Report. 

18. The estimated FLY 2019/20 BI Basic ultimate claims cost of $1.8 billion in the EY 2018 

Product Reform Costing Report is based on the following assumptions: 

 The $5,500 capping of general damage payments for minor injuries. 

 A 2.4% reduction in the BI Claim Exposure Count.5 

 The introduction of the CRT. 

19. It should be recognized that claims cost components of overall BI claims costs will still 

develop over time.  In addition, the potential impact from the COVID-19 pandemic and the  

constitutional challenge of the CRT jurisdiction over motor vehicle accidents and the cap on 

                                                           
3 Ultimate claim costs is the estimated total claim costs when all claims occurring within the year are reported and 
settled. 
4 These numbers have been rounded from the figures in the EY 2018 Product Reform Costing Report, Table 2.3, 
which were approximately $1,773 million and $1,466 million respectively.  
5 Claim exposures represent the part of a claim raised against one specific coverage component by a claimant, in this 
case the BI Basic component.  A claim exposure is created for each claimant making a demand against a coverage 
group.  A claim may contain multiple claim exposures related to a single coverage group.  BI claims costs are 
determined by multiplying the BI Claim Exposure Count and the Severity per BI Claim Exposure Count. 
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general damage payments for minor injury claimants, adds additional uncertainty as to how 

claims costs could develop over time.  Therefore, the measures below can serve as indications 

of how the reform is working, but cannot be used to draw any definitive conclusions yet. 

C.2 BI BASIC ULTIMATE SEVERITY PER CLAIM EXPOSURE SLIGHTLY 
HIGHER THAN ESTIMATE IN 2019 RRA 

20. The severity for BI claims per BI claim exposure is monitored against the expectation 

established within the EY 2018 Product Reform Costing Report since, all else being equal, 

lower BI claims severity means lower overall BI claims costs.  In the 2019 RRA the expectation 

was that the ultimate BI Basic claims severity per claim exposure for FLY 2019/20 post-reform 

would be $24,096, significantly lower than the FLY 2018/19 pre-product reform value of 

$40,767. 

21. Data to date represents simpler cases while the more complex cases will take longer 

to settle.  As indicated in Figure 7E.1, Post-Reform FLY 2019/20, the ultimate BI Basic severity 

in the ICBC Analysis as of August 31, 2020 is $26,564 per claim exposure.  This represents a 

41% decrease from the ultimate BI Basic severity per claim exposure for Pre-Reform FLY 

2018/19 and a small increase compared to the Ultimate BI Basic severity per BI claim 

exposure expectation of $24,096 set within the EY 2018 Product Reform Costing Report.  

These estimates are subject to change as more data and information becomes available over 

time, such as the percentage of minor injuries and the legal status of the claims.  The current 

ICBC Analysis estimate for ultimate BI Basic severity takes into consideration both estimates 

from the EY 2018 Product Reform Costing Report and reported data as of August 31, 2020. 

Figure 7E.1 – BI Basic Ultimate Severity per Claim Exposure  

Fiscal Loss Year 
ICBC Analysis(1) 

(as of August 31, 2020) 
Analysis as of 2019 RRA 

Pre-Reform  FLY 2018/19 $42,394 $40,767  (2) 

Post-Reform FLY 2019/20 $26,436 $24,096 (3) 

Year over Year (YoY) Change -38% -41% 

(1) ICBC internal analysis as of August 31, 2020. 
(2) $40,767 reflects FLY 2018/19 BI Basic Ultimate Severity per claim exposure from ICBC’s internal analysis as of 
August 31, 2018. 
(3) $24,096 reflects FLY 2019/20 BI Basic Ultimate Severity per claim exposure from the 2018 EY Product Reform 
Costing Report. 
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C.3 BI CLAIM EXPOSURE COUNTS WERE FAVOURABLE COMPARED TO THE 
2019 RRA ESTIMATE 

22. ICBC monitors the reported and ultimate BI Claim Exposure Count as a leading 

indicator to see if the product reform has resulted in a reduction in the overall BI claims costs.  

All else being equal, a lower BI Claim Exposure Count means lower overall BI claims costs. 

23.  The following results indicate that the reported BI Claim Exposure Count was lower 

(favourable) for Post-Reform FLY 2019/20 than for Pre-Reform FLY 2018/19.  The ultimate BI 

Claims Exposure Count estimated for FLY 2019/20 in the ICBC Analysis as of August 31, 2020 

was 28% lower than that estimated in the EY 2018 Product Reform Costing Report.6 

24. Figure 7E.2 shows the BI reported Claim Exposure Count at 17 months development 

(17 months).  Based on the historical development pattern, over 90% of BI claim exposures 

are reported at 17 months.  As can be seen, the BI reported Claim Exposure Count for Post-

Reform FLY 2019/20 at 17 months is 47,685, reduced by 20% from Pre-Reform FLY 2018/19 

at 17 months. 

25. The 20% reduction in Post-Reform FLY 2019/20 BI reported Claim Exposure Count is 

possibly caused by the following factors.  Property Damage (PD) frequency has emerged 

favourably compared to the prior year, with significant reductions observed, starting in the 

latter half of March 2020, when the provincial government announced lockdown measures in 

response to the COVID-19 pandemic.  With fewer vehicles on the road, and consequently 

fewer crashes, there were fewer injuries being reported.  It is also possible that the RAAP 

product reforms have an impact on BI claims reporting patterns.  It is hard to quantify how 

much of the reduction is a direct result of RAAP product reform versus other factors such as 

the pandemic. 

Figure 7E.2 – Reported Claim Exposure Counts at 17 Months - ICBC Analysis (as of 

August 31, 2020) 

Fiscal Loss Year 
PD Basic 

Open+CWA1 Claim Count 
BI Basic 

Open+CWA Claim Exposure Count 

Pre-Reform   

FLY 2018/19 
131,255 59,601 

Post-Reform  

FLY 2019/20 
120,955 47,685 

YoY Change -7.8% -20.0% 

1 Closed With Amount 

                                                           
6 EY 2018 Product Reform Costing Report, page 4, Table 2.3. 
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26. Figure 7E.3 shows the BI ultimate claim exposure counts estimated in the ICBC 

Analysis as of August 31, 2020 versus the EY 2018 Product Reform Costing Report in the 2019 

RRA.7   As stated above, over 90% of BI claim exposures are reported at 17 months.  However, 

there is greater uncertainty associated with estimating the BI Ultimate Claim Exposure Count 

due to possible claimant behaviour changes as a result of product reform itself, the ongoing 

constitutional challenge, or the pandemic.  The favourable BI Ultimate Claim Exposure Count 

of the ICBC Analysis compared to the expectation established within the EY 2018 Product 

Reform Costing report was primarily driven by the lower than expected reported BI Claim 

Exposure Count, as shown in Figure 7E.3. 

Figure 7E.3 – BI Ultimate Claim Exposure Counts - Post-Reform FLY 2019/20 

Post-Reform 
FLY 2019/20 

BI Ultimate 
Claim Exposure Counts 

ICBC Analysis(1) 

(as of August 31, 2020) 
52,994 

EY 2018 Report(2) 

(as per 2019 RRA) 
73,583 

% Change -28% 

(1) ICBC internal analysis as of August 31, 2020. 
(2) EY 2018 Product Reform Costing Report, Table 2.3 

C.4 PERCENTAGE OF MINOR INJURIES FAVOURABLE TO ESTIMATE IN 

2019 RRA 

27. Since minor injuries on average are less expensive to settle compared to non-minor 

injuries, the reported percentage of minor injuries to date in the ICBC Analysis compared to 

the ultimate expectation established within the EY 2018 Product Reform Costing Report is a 

leading indicator of likely favourable outcome on overall BI claims costs compared to 

estimates filed within the 2019 RRA.  The percentage of minor injuries to all BI claim 

exposures reported in the ICBC Analysis as of August 31, 2020 was significantly higher than 

the ultimate percentage estimated in the EY 2018 Product Reform Costing Report, Table 8.15.  

This is shown in Figure 7E.4 below. 

28. Reported data does not account for the reality that some minor injuries might become 

non-minor in later stage of the claim, while the ultimate percentage does.  The ultimate 

                                                           
7 The BI Ultimate Claim Exposure Count is the estimated number of BI claim exposures that will eventually be 
reported to ICBC for all accidents occurring during 2019/20.  The value as of August 31, 2020 is estimated by applying 
historical development factors to year-to-date reported data for FLY 2019/20. 
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percentage represents the estimated proportion of BI claim exposures that are minor when 

all BI claim exposures that occurred during the fiscal loss year are settled. 

29. Some of the claims originally assessed to be minor when the claim was reported could 

ultimately become non-minor, as more information on claimants’ injuries is discovered.  It 

has been observed that, of all FLY 2019/20 BI claims reported, 92% are assessed as minor 

injuries as of August 31, 2020.  This percentage is expected to develop lower over time 

possibly trending towards the 77% estimated in the EY 2018 Product Reform Costing Report. 

Figure 7E.4 – Percentage of BI Claim Exposures that are Minor Injuries - Post-

Reform FLY 2019/20 

Post-Reform 
FLY 2019/20 

Development 
% of BI Claim Exposures 
that are Minor Injuries(3) 

ICBC Analysis(1) 

(as of August 31, 2020)  
Reported 92% 

EY 2018 Report(2) 

(as per 2019 RRA)  
Ultimate 77% 

(1) ICBC internal analysis as of August 31, 2020. 
(2) EY 2018 Product Reform Costing Report, Table 8.15,  
Minor Injury % Post-Reform = (26,331+29,562)/72,358=77%. 
(3) FLY 2019/20 reported minor injury % as of August 31, 2020 includes manual coverage claims, out of province 
claims, minor injuries that cause impairment for more than 12 months, and minor injuries related to mild concussions 
and short-term health conditions for more than 16 weeks, whereas EY’s estimate excludes them.  These differences 
are expected to have minimal impact on the minor injury %.  
 

C.5 PERCENTAGE OF BI CLAIM EXPOSURES THAT ARE REPRESENTED OR 
DISPUTED THROUGH THE CRT LOWER THAN ANTICIPATED IN 2019 
RRA 

30. Unrepresented BI claim exposures on average are less expensive to settle compared 

to BI claim exposures that are represented or that are being disputed through the CRT 

(represented/disputed).  A lower than expected percentage of represented/disputed BI claim 

exposures is a leading indicator of likely favourable outcome on overall BI claim costs 

compared to estimates filed within the 2019 RRA. 

31. At this time, very few BI claim exposures are being disputed through the CRT.  This 

may be due to the constitutional challenge being brought over product reform, which includes 

a challenge to the jurisdiction of the CRT.  Reported data reflected in Figure 7E.5 shows a 

lower than expected percentage of represented/disputed BI claims, and the majority of 

claims, especially minor injury claims, are unrepresented. 
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32. This percentage will develop over time, as some claimants may choose to dispute 

claims or seek legal representation in later stages of their claims.  As noted above, there is 

uncertainty in terms of how these claims will ultimately settle, especially given the 

constitutional challenge of the CRT’s jurisdiction of disputes involving motor vehicle accidents. 

Figure 7E.5 – BI Claim Exposure Count by Legal Representation Status and Injury 

Type - Post-Reform FLY 2019/20 

BI Claim Exposure Count 
Post-Reform FLY 2019/20 

              ICBC Analysis(1) 
(as of August 31, 2020)  

Reported(3)  

EY 2018 Report(2) 
(as per 2019 RRA)  

Ultimate 

Legal Representation Status  
Minor 
Injury 

Non Minor 
Injury 

Minor 
Injury 

Non Minor 
Injury 

(a) Unrepresented 46,994 2,384 26,331 2,652 

(b) CRT or Represented(4) 8,915 2,462 29,562 13,813 

(c) CRT or Represented %(5)  15.9% 50.8% 52.9% 83.9% 

(1) ICBC internal analysis as of August 31, 2020. 
(2) EY 2018 Product Reform Costing Report, Table 8.15. 
(3) ICBC Reported data includes manual coverage claims and out of province claims, whereas EY 2018 Product 
Reform Costing Report does not. 
(4) As of August 31, 2020, there has been a small number of 195 CRT disputes overall, which was significantly lower 
than the 37,112 BI CRT dispute expectation in EY 2018 Product Reform Costing Report, Table 8.16. 
(5) (c) CRT or Represented % = (b) / sum[(a),(b)] 
 

C.6 BI BASIC ULTIMATE CLAIMS COSTS POST-REFORM FLY 2019/20 

33. The overall BI Basic Ultimate Claim Costs in the ICBC Analysis as of August 31, 2020 

for FLY 2019/20 was estimated as $1.4 billion, about $365 million lower than the $1.8 billion 

estimated in the EY 2018 Product Reform Costing Report in the 2019 RRA.  The lower BI 

claims costs are mostly driven by the BI claims exposure count, as well as a lower proportion 

of represented/disputed claims compared to the expectation in the 2019 RRA. 

D PART 7 CLAIMS 

D.1 PART 7 CLAIMS COSTS FOR POST-REFORM FLY 2019/20  

34. The EY 2018 Product Reform Costing Report estimated that the ultimate savings of 

$1.6 billion for BI Basic claims for Policy Year 2019 (PY2019) would be offset by an increase 

of about $370 million for Part 7 claims.  The reasons for the increase in Part 7 claims costs 

were higher severity due to the higher level of the benefits and potential increased utilization 

of these benefits; in particular, by at-fault claimants for MR and WB claims.  In the EY 2018 
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Product Reform Costing Report, it was assumed that the number of at-fault claim counts 

would double. 

35. Overall, the MR claim count was lower than expected and the WB claim count higher 

than expected.  The estimate of the total Part 7 ultimate claim costs for Post-Reform FLY 

2019/20 in the ICBC Analysis as of August 31, 2020 was lower compared to the estimate from 

the EY 2018 Product Reform Costing Report in the 2019 RRA, primarily as a result of the lower 

MR claim count.  

D.2 PART 7 CLAIM SEVERITY BY COVERAGE FOR POST-REFORM FLY 
2019/20 

36. ICBC monitors claim severity since, all else being equal, lower severity means lower 

Part 7 claim costs.  Data to date represents simpler cases, while more complex cases will take 

longer to settle.  Therefore, ICBC’s analysis to estimate ultimate severities relies heavily on 

the EY 2018 Product Reform Costing Report.   

37. In the ICBC Analysis as of August 31, 2020, for MR and DB, indicated severities from 

the reported data are only slightly lower than the expectations set in the EY 2018 Product 

Reform Costing Report in the 2019 RRA.  As such, the EY 2018 Product Reform Costing Report 

continues to be primarily used to estimate ultimate severity, as opposed to relying more 

heavily on the reported data.  For WB, the ICBC Analysis of indicated severity from the 

reported data was higher than the EY 2018 Product Reform Costing Report in the 2019 RRA.  

However, the reported data is not yet fully credible, so both the reported data as of August 

31, 2020 and the EY 2018 Product Reform Costing Report were taken into consideration to 

determine ultimate severity.  As seen in Figure 7E.6, Part 7 incurred severities in the ICBC 

Analysis as of August 31, 2020 for each of the coverages are close to the expectation set 

within the EY 2018 Product Reform Costing Report.  
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Figure 7E.6 – Part 7 Ultimate Severity per Claim Count by Coverage - Post-Reform 

FLY 2019/20 

 
Post-Reform 
FLY 2019/20 

Part 7 Ultimate Severity 

Medical 
Rehabilitation (MR) 

Weekly Benefits 
(WB) 

Death Benefits 
(DB) 

ICBC Analysis (1) 

(as of August 31, 2020) 
$7,527 $22,698 $22,437 

EY 2018 Report (2) 

(as per 2019 RRA) 
$7,246 $20,314 $22,393 

(1) ICBC internal analysis as of August 31, 2020. 
(2) The FLY 2019/20 Ultimate severity for each coverage is from EY 2018 Product Reform Costing Report, Table 2.5 
for MR, Table 2.7 for WB, and Table 2.9 for DB.   

D.3 PART 7 CLAIM COUNT BY COVERAGE FOR POST-REFORM FLY 
2019/20 

38. ICBC monitors claim counts (both reported and ultimate) since, all else being equal, a 

lower number of claim counts means lower claims costs.  Figure 7E.7 shows ICBC’s Analysis 

as of August 31, 2020 of the reported claims counts at 17 months development for the three 

Part 7 coverages comparing Pre-Reform FLY 2018/19 to Post-Reform FLY 2019/20.  Based on 

the historical development pattern, approximately 100% of MR claims and 90% of WB claims 

are reported at 17 months. 

39. Figure 7E.7 indicates that the reported the WB reported claim count was significantly 

higher for Post-Reform FLY 2019/20 than for Pre-Reform FLY 2018/19, while the reported MR 

claims count was almost unchanged.  The product reform was not expected to impact death 

benefits claim counts.  These differences are reflected in the ultimate claim counts shown in 

Figure 7E.8.  
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Figure 7E.7 – Part 7 Reported Claim Count at 17 Months (Open + CWA) By 

Coverage - ICBC Analysis (as of August 31, 2020)  

 

Fiscal Loss Year 

Part 7 Reported Claim Count at 17  Months (Open + CWA) 
(as of August 31, 2020) 

Medical 

Rehabilitation 
(MR) 

Weekly Benefits 
(WB) 

Death Benefits 
(DB) 

Pre-Reform FLY 2018/19 54,054 2,455 236 

Post-Reform FLY 2019/20 53,922 3,550 220 

  YoY Change -0.2% 44.6% -6.8% 

 

40. Figure 7E.8 shows the Part 7 Ultimate Claim Count comparing the estimate in the ICBC 

Analysis as of August 31, 2020 versus EY 2018 Product Reform Costing Report.8  The MR 

ultimate claim count estimate for Post-Reform FLY 2019/20 of 53,335 in the ICBC Analysis 

was lower compared to the expectation of 74,696 set in the EY 2018 Product Reform Costing 

Report, primarily driven by the lower than expected reported claim counts.  The WB incurred 

claim count estimate of 3,911 in the ICBC Analysis was slightly lower compared to the 

expectation of 4,043 within the EY 2018 Product Reform Costing Report, also primarily driven 

by lower than expected reported claim counts.  The number of reported claims for both MR 

and WB coverage are influenced by favourable crash frequency, in addition to any impact 

from the product change.  There is greater uncertainty than usual associated with estimating 

the MR and WB ultimate claim counts due to possible claimant behaviour changes as a result 

of product change itself, the ongoing constitutional challenge, or the impact from the COVID-

19 pandemic. 

  

                                                           
8 The Part 7 Ultimate Claim Count as of August 31, 2020 is estimated by applying historical development factors to 
year-to-date reported data for FLY 2019/20. 
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Figure 7E.8 – Part 7 Ultimate Claim Count by Coverage - Post-Reform FLY 2019/20 

 
Post-Reform 
FLY 2019/20 

Part 7 Ultimate Claim Count 

Medical 
Rehabilitation 

(MR) 

Weekly Benefits 
(WB) 

Death Benefits 
(DB) 

ICBC Analysis(1) 

(as of August 31, 2020) 
53,335 3,911 212 

EY 2018 Report(2) 

(as per 2019 RRA) 
74,696 4,043 235 

(1) ICBC internal analysis as of August 31, 2020. 
(2) FLY 2019/20 Ultimate counts for each coverage from EY 2018 Product Reform Costing Report, Table 2.5 for MR, 
Table 2.7 for WB, and Table 2.9 for DB.   

 

D.4 PART 7 ULTIMATE CLAIM COSTS BY COVERAGE FOR POST-REFORM 

FLY 2019/20 

41. As shown in figure 7E.9 below, Part 7 ultimate claim costs Post-Reform FLY 2019/20 

based on ICBC Analysis were favourable compared to the estimates in the EY 2018 Product 

Reform Costing Report in the 2019 RRA, mostly driven by favourable claim counts from MR 

claims. 

Figure 7E.9 – Part 7 Ultimate Claim Costs by Coverage (in $millions) - Post-Reform 

FLY 2019/20 

 
Post-Reform  
FLY 2019/20 

Part 7 Ultimate Claim Costs (in $millions) 

Medical 
Rehabilitation 

(MR) 

Weekly  
Benefits (WB) 

Death Benefits 
(DB) 

Total  
Part 7 

ICBC Analysis (1) 

(as of August 31, 2020) 
$401 $89 $5 $495 

EY 2018 Report (2) 

(as per 2019 RRA) 
$541 $82 $5 $629 

(1) ICBC internal analysis as of August 31, 2020. 
(2) FLY 2019/20 Ultimate claim costs for each coverage from EY 2018 Product Reform Costing Report, Table 2.5 for 
MR, Table 2.7 for WB, and Table 2.9 for DB. 

E LEGAL REPRESENTATION CONVERSION RATE HAS DECREASED 

42. As noted in past RRA’s, the rate of legal representation was one of the major factors 

driving overall injury claims costs and severity, and an increasing rate of legal representation 

contributed to ICBC’s financial pressures.  The increasing rate of legal representation and 
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higher litigation costs that were occurring from 2011 to 2017/18 were key factors driving the 

introduction of product changes that were implemented on April 1, 2019, as well as the 

changeover to the Enhanced Care model that will go into effect on May 1, 2021. 

43. As depicted in Figure 7E.10, the Legal Representation Conversation Rate9 decreased 

significantly from 41% in 2018/19 to 25% in 2019/20. 

Figure 7E.10 –Legal Representation Conversion Rate (%) – All BI Claims  

 

44. This decrease was primarily the result of the product reform initiatives that went into 

effect on April 1, 2019, and in particular, the limits on pain and suffering payments for minor 

injury claims and expansion of the jurisdiction of the CRT.  However, if the outcome to the 

constitutional challenge of ICBC’s product reform is unfavourable, this will also have an 

unfavourable impact on the LRCR. 

45. The Enhanced Care model, which comes into effect on May 1, 2021, removes the ability 

to sue for pain and suffering for injuries sustained in a motor vehicle-related crash as of that 

date.  With litigation costs largely removed from ICBC’s claims costs for policies in effect after 

May 1, 2021, the rate of legal representation will decrease significantly and will no longer be 

a factor impacting Basic insurance rates. 

                                                           
9 The LRCR is determined using the total number of injured customers that become represented during the period 
divided by total number of opened BI exposures during and prior to that period.  
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F CONCLUSION 

46. It is relatively early to understand the full impacts of the April 1, 2019 product reform 

because injury claims can take several years to settle, and it will take years to know the true 

savings from product reform.  Understanding the true savings from the product reform is 

rendered even more difficult now due to the uncertainty of the potential impact from the 

COVID-19 pandemic as well as the outcome of the constitutional challenge of the CRT 

jurisdiction over motor vehicle accidents and the cap on general damage payments for minor 

injury claimants. 

47. The set of claims subject to the RAAP product reform changes that were implemented 

on April 1, 2019 are those where the losses occur during the period April 1, 2019 to 

April 30, 2021.  After this, new claims will be part of the Enhanced Care model.  ICBC will 

continue to monitor the relevant measures for the product reform claims, and update its claim 

costs estimates accordingly.  ICBC will also continue to monitor the legal representation rate; 

however, once Enhanced Care is implemented it will no longer be a factor that impacts Basic 

insurance claims costs.  

 

 



 

Insurance Corporation of British Columbia 
December 15, 2020 

APPENDIX 7F 

FRAUD INVESTIGATION METRICS



2021 RRA Appendix 7F – Fraud Investigation Metrics 

Insurance Corporation of British Columbia 7F-i 
December 15, 2020 

Table of Contents 

A Fraud Investigation Reporting ..................................................................... 7F-1 
 
 
 
 
 
  



2021 RRA Appendix 7F – Fraud Investigation Metrics 

Insurance Corporation of British Columbia 7F-ii 
December 15, 2020 

Table of Figures 

Figure 7F.1 – Number of Claim Fraud Investigations Opened ...................................... 7F-1 

Figure 7F.2 – Number of Claim Fraud Investigations Closed ........................................ 7F-2 

Figure 7F.3 – Number of Charges Laid and Convictions .............................................. 7F-3 

 



2021 RRA Appendix 7F – Fraud Investigation Metrics 

Insurance Corporation of British Columbia 7F-1 
December 15, 2020 

A FRAUD INVESTIGATION REPORTING 

1. This Appendix responds to the British Columbia Utilities Commission’s (BCUC) directive 

to provide information on the Insurance Corporation of British Columbia’s (ICBC) fraud 

investigation efforts, such as the number of investigations undertaken.1  ICBC was also 

requested to provide information on the range of positive outcomes that may arise from its 

investigations, and to quantify, to the extent possible, the amount of savings to policyholders 

and the impact on Basic insurance rates as a result of its efforts to address fraud.2  This 

information is discussed below. 

2. Figure 7F.1 shows the total number of claim fraud investigations (material damage, 

injury, and cyber) that were opened each fiscal year, beginning in 2016/17.  Figure 7F.2 

shows the number of claim fraud investigations closed for the same periods.  Data provided 

for 2016/17 represents a 15-month transitional period from January 1, 2016 to 

March 31, 2017, as a result of ICBC changing its fiscal year in 2016.  Information for the 

current 2020/21 fiscal year covers April 1, 2020 to October 31, 2020.  In order to compare 

investigative volume between the different periods, the average number of investigations 

opened or closed is provided on a monthly average basis. 

Figure 7F.1 – Number of Claim Fraud Investigations Opened1 

Fiscal Year  

Material 

Damage 
Investigations 

Injury 

Investigations 

Cyber 

Investigations 

Total Opened 

Investigations 

Monthly 

Average 

Y/Y % 

Change 

2016/172 1,483 777 2,345 4,605 307 -3% 

2017/18 1,330 718 2,860 4,908 409 33% 

2018/19 1,613 786 3,040 5,439 453 11% 

2019/20 1,865 656 2,205 4,726 394 -13% 

YTD 2020/21 

(Apr-Oct 2020) 
1,304 291 1,452 3,047 435 11% 

1 After the BAE NetReveal tool implementation in November 2017, SIU changed the way it counts its investigations 
to be consistent with its future state fraud analytics model. 
2 The number of investigations for 2016/17 is based on the 15-month transitional period. 

  

                                                           
1 The May 14, 2014 Decision on 2013 Revenue Requirements Application, (Order-G-63-14, page 44). 
2 The May 27, 2016 Decision on 2015 Revenue Requirements Application, (Order G-74-16, page 33). 
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Figure 7F.2 – Number of Claim Fraud Investigations Closed1 

Fiscal Year  

Material 

Damage 
Investigations 

Injury 

Investigations 

Cyber 

Investigations 

Total 

Completed 
Investigations 

Monthly 

Average 

Y/Y % 

Change 

2016/172 1,472 761 2,877 5,110 341 1% 

2017/18 1,276 664 2,590 4,530 378 11% 

2018/19 1,629 840 2,604 5,073 423 12% 

2019/20 1,821 713 2,842 5,376 448 6% 

YTD 2020/21 
(Apr-Oct 2020) 

1,265 290 879 2,434 348  

1 After NetReveal implementation in November 2017, SIU changed the way it counts its investigations to be consistent 
with its future state fraud analytics model. 
2 The number of investigations for 2016/17 is based on the 15-month transitional period. 

3. As shown in Figure 7F.1, the number of new investigations opened in fiscal year (FY) 

2019/20 reduced by 13% over the previous fiscal year.  This decrease may be due to the 

launch of product reform on April 1, 2019, due to the introduction of the minor injury cap and 

the decrease in financial incentive to commit fraud.  The BAE NetReveal tool experienced 

downtime where it did not create alerts thereby affecting the total number of investigations 

created by the system in FY 2019/20.  However, as seen in Figure 7F.2, the total number of 

closed investigations increased by 6% in 2019/20 over the prior fiscal year.  SIU continues to 

proactively refine business processes to enhance fraud investigation outcomes.  In an effort 

to improve investigation cycle times, Claims undertook operational and process reviews and 

introduced improvements to the efficiency of the cyber team. 

4. Figure 7F.3 shows the fraud charges laid and conviction counts related to SIU claims 

investigations.  ICBC can only recommend a charge where appropriate.  Ultimately, Crown 

Counsel determines which charges are approved and how each charge is treated (which may 

involve the consolidation of multiple charges into one conviction).  Convictions are one method 

of penalizing those who commit fraud.  Alternative options are being used more frequently, 

including the cancellation of a customer’s ability to purchase Optional insurance coverage and 

the Restorative Justice Program (20 cases for restorative justice were submitted in FY 

2019/20).  ICBC notes that it is not the primary objective of its counter-fraud efforts to 

increase criminal convictions.  The primary objective is to prevent and measurably reduce the 

impact of fraud on policyholders and ICBC. 
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Figure 7F.3 – Number of Charges Laid and Convictions1 

  2016/17 2017/18 2018/19 2019/20  
2020/21 

(to October31) 

Charges Laid 
by Crown 

32 21 42 38 21 

Number of 
Convictions 

22 20 22 25 8 

1 Data may vary over time due to changes in the timing of criminal charge reporting.  Estimates are refreshed 
periodically in order to account for current information. 

5. The full extent of fraud is challenging to accurately measure since fraud is, by nature, 

intended to go undetected.  Similarly, the amount of savings to policyholders arising from 

fraud investigations and the impact on rates is difficult to measure because in most cases, it 

is not possible to know exactly how much would have been paid on a claim in the absence of 

fraud.  Many variables are involved in the determination of the value of a claim, and the timing 

of the discovery of fraud is likely to impact how the claim would have otherwise unfolded.   

6. ICBC has estimated the corporate fraud savings for non-minor injury and material 

damage claims for FY 2019/20 to be $22 million.  Minor injury claims that occurred after 

implementation of the Rate Affordability Action Plan product reforms on April 1, 2019 have 

been excluded from analysis of fraud savings at this time because not enough of these claims 

have been settled to reliably estimate fraud savings and outcomes.  In order to estimate the 

fraud savings ICBC examined past SIU cases where fraud was found and compared those 

cases with similar claims that did not have any evidence of fraud.  By performing this 

comparison ICBC was able to estimate the savings per SIU investigation where fraud was 

found, generating the total included above.  Of these estimated fraud savings $11 million is 

related to Basic insurance.  There is no counter-fraud program savings associated with the 

Policy Year 2021 rate indication, which is based entirely on the Enhanced Care model that 

comes into effect on May 1, 2021. 

7. As discussed in Chapter 4, Appendix 4A - Claims Cost Management, Section C.4.2, the 

counter-fraud program is expected to continue to reduce claims costs under Enhanced Care, 

although the savings are expected to be lower than before.  There is not yet any reliable data 

with which to forecast injury fraud savings under Enhanced Care and ICBC anticipates that it 

will require at least a full year of data under the new model before this can be reported. 
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1. This Appendix provides investment performance information for fiscal year 2019/20. 

2. Balance sheet information is shown at the year-end date of March 31, 2020, with 

comparative information as at March 31, 2019 and at March 31, 2018.  Information included 

for one-year and four-year returns, equity portfolio and fixed income performance statistics, 

and management expense ratios are shown for the year ended March 31, 2020 compared 

with the years ended March 31, 2019 and March 31, 2018. 

Figure 7G.1 – Asset Mix 

(%) 

As at March 311  March 31, 20202 

2020 20193 2018 
Tactical 

Min 

Strategic 

Mix 

Tactical 

Max 

Fixed Income 68.8 69.0 71.5 55.0 68.0 82.0 

Money Market 

Securities 
2.0 1.0 1.1 0.0 1.0 5.0 

Canadian Bonds 54.6 55.0 57.8 45.0 54.5 59.0 

Mortgages 10.4 11.9 12.6 8.5 11.5 14.5 

Mezzanine Debt 1.8 1.1 0.0 1.5 1.0 3.5 

Equities 21.5 23.5 19.7 19.0 23.0 27.0 

Canadian Equities 6.7 8.1 10.0 6.0 8.0 10.0 

Global Equities 14.8 15.4 9.7 13.0 15.0 17.0 

Real Assets 

Real Estate 

9.7 

7.9 

7.5 

6.6 

8.8 

8.8 

7.0 

6.0 

     9.0 

8.0 

13.0 

10.0 

Infrastructure  1.8 0.9 0.0 1.0 1.0 3.0 

Total 100.0 100.0 100.0  100.0  

1 Asset mix calculated based on market values and includes accrued interest. 
2 There is a four-year transition period for the mezzanine debt and infrastructure portfolio allocations to reach their 
final strategic mix targets of 2.5% and 2.0% respectively.  The tactical minimum and maximum represents the 
minimum and maximum once the transition period is completed. 
3 Asset mix at March 31, 2019 reflects the Investment Committee decision to include mezzanine debt and 
infrastructure in the portfolio mix. 
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Figure 7G.2 – Investment Portfolio Total Asset Values 

($000s) 

As at March 31, 2020 

Carrying 

Value 

Estimated 

Fair Value 

Fixed Income   

Money Market Securities 373,582 373,582 

Canadian Bonds 9,792,429 9,792,429 

Mortgages 1,208,955 1,211,414 

Mortgage Fund 664,759 664,759 

Mezzanine Debt 343,052 343,052 

Other (Private debt) 261,693 261,693 

Total Fixed Income 12,644,470 12,646,929 

Equities   

Canadian Equities 1,238,142 1,238,142 

Global Equities 2,731,018 2,731,018 

Total Equities 3,969,160 3,969,160 

Real Assets   

Real Estate1 826,470 1,142,865 

Real Estate Funds 532,323 532,323 

Infrastructure 350,946 350,946 

Total Real Assets 1,709,739 2,026,134 

Total 18,323,369 18,642,223 

1 Includes available for sale properties. 

 

($000s) 

As at March 31, 2019 

Carrying 
Value 

Estimated 
Fair Value 

Fixed Income   

Money Market Securities 119,887 119,887 

Canadian Bonds 9,266,313 9,266,313 

Mortgages 2,041,110 2,055,694 

Mezzanine Debt 180,451 180,452 

Other (Private debt) 169,313 169,313 

Total Fixed Income 11,777,074 11,791,659 

Equities   

Canadian Equities 1,403,304 1,403,304 

Global Equities 2,655,108 2,655,108 

Total Equities 4,058,412 4,058,412 

Real Assets   

Real Estate1 922,371 1,237,635 

Real Estate Funds 161,724 161,724 

Infrastructure 153,943 153,942 

Total Other Investments 1,238,038 1,553,301 

Total 17,073,524 17,403,372 

1 Includes available for sale properties. 
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Figure 7G.3 – Annual Management Expense Ratios 

(%) 
Year Ended March 31 

2020 2019 2018 

Internal 
Portfolios1 

Canadian Bonds and Money Market 0.03 0.03 0.03 

Mortgages 0.02 0.03 0.04 

Real Estate 0.13 0.10 0.12 

External 
Portfolios 

US High Yield Bonds2 N/A N/A 0.34 

Canadian Equities 0.20 0.16 0.16 

Global Equities 0.17 0.07 0.02 

Real Estate 0.85 0.84 0.89 

Mortgage Fund 0.09 N/A N/A 

Mezzanine Debt3 2.41 2.58 N/A 

Infrastructure3 2.18 4.13 N/A 

 Total 0.15 0.10 0.08 

1 On November 1, 2019, ICBC transitioned most of its investment assets to British Columbia Investment Management 
Corporation (BCI). All except for a portion of the mortgages and real estate investment assets are managed 
externally. 
2 US High Yield Bonds are no longer part of the investment portfolio. 
3 Mezzanine Debt and Infrastructure assets were not part of the investment portfolio prior to June 30, 2018.  The 
management expense ratio includes fund general expenses that are expected to decline as the funds progress 
through their life cycles.  Management fees excluding the fund general expenses are 1.13% and 0.72% for the 
mezzanine debt and infrastructure funds, respectively. 
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Figure 7G.4 – Four-Year Annualized Returns  

(%) 

Four-Year Annualized Returns  

for the Year Ended March 31 

2020 2019 2018 

TOTAL PLAN 3.38 3.22 3.42 

 Total Plan Benchmark1 3.29 2.89 3.07 

MONEY MARKET PORTFOLIO 1.28 0.88 0.73 

 Money Market Policy Benchmark 1.15 0.81 0.67 

CANADIAN BOND PORTFOLIO 2.42 1.68 1.45 

 Canadian Bond Policy Benchmark 2.23 1.52 1.33 

MORTGAGE PORTFOLIO 3.35 3.15 3.53 

 Mortgage Policy Benchmark 2.90 2.37 2.49 

CANADIAN EQUITY PORTFOLIO 2.88 4.92 5.13 

 Canadian Equity Policy Benchmark 2.85 5.07 4.78 

GLOBAL EQUITY PORTFOLIO2 7.21 N/A N/A 

 Global Equity Policy Benchmark 7.72 8.56 12.03 

REAL ESTATE PORTFOLIO 6.87 8.07 8.16 

 Real Estate Policy Benchmark 5.97 6.11 6.57 

1 Benchmarks are listed in the Statement of Investment Policy and Procedures (SIPP) for the relevant year. 
2 Four-year returns for the global equity portfolio are not available in 2018 and 2019 periods due to the portfolio 
transition from US and Europe, Australasia, and Far East equity mandate to a global mandate in the fourth quarter 
of 2015. 
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Figure 7G.5 – Annualized Returns 

(%) 

One-Year Returns 

for the Year Ended March 31 

2020 2019 2018 

TOTAL PLAN 1.40 5.28 1.68 

 Total Plan Benchmark1 1.98 5.30 1.07 

MONEY MARKET PORTFOLIO 2.14 1.60 0.83 

 Money Market Policy Benchmark 1.91 1.47 0.76 

CANADIAN BOND PORTFOLIO 4.00 4.45 (0.17) 

 Canadian Bond Policy Benchmark 3.89 4.23  (0.37) 

MORTGAGE PORTFOLIO 2.84 4.76 2.44 

 Mortgage Policy Benchmark 4.23 4.49 0.63 

MEZZANINE DEBT 
 

(0.37) N/A N/A 

        Mezzanine Debt Policy Benchmark 4.77 N/A N/A 

CANADIAN EQUITY PORTFOLIO (13.03) 6.73 1.74 

 Canadian Equity Policy Benchmark (14.21) 8.11 1.71 

GLOBAL EQUITY PORTFOLIO (5.33) 7.92 9.13 

 Global Equity Policy Benchmark (4.16) 7.81 10.12 

REAL ESTATE 4.13 5.56 10.91 

 Real Estate Policy Benchmark 5.17 6.20 6.65 

INFRASTRUCTURE 
 

11.96 N/A N/A 

      Infrastructure Policy Benchmark 5.17 N/A N/A 

1 Benchmarks are listed in the SIPP for the relevant year. 

Figure 7G.6 – Equity Portfolio Performance Statistics 

(%) 
Rolling Four Years Ended March 31 

2020 2019 2018 

Canadian Equities      

 Portfolio Return 2.88 4.92 5.13 

 Benchmark Return 2.85 5.07 4.78 

 Portfolio Alpha 0.03 (0.15) 0.35 

 Tracking Error 1.01 1.01 0.98 

 Information Ratio 0.03 (0.15) 0.36 

Global Equities1     

 Portfolio Return  7.21 N/A N/A 

 Benchmark Return 7.72 8.56 12.03 

 Portfolio Alpha (0.51) N/A N/A 

 Tracking Error 0.82 0.60 N/A 

 Information Ratio (0.62) (0.21) N/A 

1 Four-year performance statistics for the global equity portfolio are not available prior to 2019 as a result of the 
global mandate commencing in the fourth quarter of 2015. 
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Figure 7G.7 – Fixed Income Characteristics and Performance Statistics 
    

 

1 Statistics calculated over a rolling four-year period 

Figure 7G.8 – Bonds Broken Out by Rating  

($000s) 
As at March 31 

2020 2019 

Money market securities   

AAA 20,077 119,887 

Canadian Bonds   

AAA 3,695,348 3,941,367 

AA 1,701,369 1,429,381 

A 3,390,492 2,925,921 

BBB 1,005,220 969,644 

Total Canadian Bonds 9,792,429 9,266,313 

  

 

As at March 31 

2020 2019 2018 

Canadian Bond Portfolio     

 Duration (years)     

 ICBC 4.09 3.95 2.76 

 Benchmark 3.98 3.95 2.71 

 Term to Maturity (years)    

 ICBC 4.41 4.65 2.97 

 Benchmark 4.67 4.89 2.83 

 Alpha (%)1 
0.19 0.16 0.12 

 Tracking Error (%)1 0.08 0.09 0.07 

 Information Ratio (%)1 2.41 1.87 1.74 

Mortgage Portfolio    

 Duration (years)    

 ICBC 2.01 2.15 2.25 

 Benchmark 2.81 2.74 2.72 

 Term to Maturity (years)    

 ICBC 2.25 2.39 2.50 

 Benchmark 3.01 2.88 2.80 
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Figure 7G.9 – Bonds and Mortgages Term to Maturity  

($000s) 
Within  

One Year 

One Year 

to Five Years 

After 

Five Years 
Total 

March 31, 2020         

Canadian Bonds     

Federal 105,401 2,226,448 1,091,144 3,422,993 

Provincial - 1,437,487 1,646,449 3,083,936 

Municipal - 71,751 - 71,751 

Corporate 371,919 2,025,533 816,297 3,213,749 

Total Canadian 

Bonds 
477,320 5,761,219 3,553,890 9,792,429 

Mortgages 330,519 866,896 11,540 1,208,955 

Total Canadian 

Bonds and 

Mortgages 

807,839 6,628,115 3,565,430 11,001,384 

 

($000s) 
Within  

One Year 

One Year 

to Five Years 

After 

Five Years 
Total 

March 31, 2019         

Canadian Bonds     

Federal 312,581 1,961,138 1,109,644 3,383,363 

Provincial 11,178 893,552 1,334,191 2,238,921 

Municipal 8,546 97,573 107,163 213,282 

Corporate 131,316 2,445,168 854,263 3,430,747 

Total Canadian 

Bonds 
463,621 5,397,431 3,405,261 9,266,313 

Mortgages 428,286 1,551,378 61,446 2,041,110 

Total Canadian 

Bonds and 

Mortgages 

891,907 6,948,809 3,466,707 11,307,423 

Figure 7G.10 – Bonds by Coupon Type, at Market Value  

($000s) 
As at March 31 

2020 2019 

Canadian Bonds   

Fixed 9,718,523 9,137,565 

Floating 73,906 128,748 

Total  9,792,429 9,266,313 
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Figure 7G.11 – Mortgage Values by Industry Classification  

($000s) 

As at March 31 As at March 31 

2020 2019 2020 2019 

Market Value Carrying Value 

Industrial 313,458 431,546 312,389 428,566 

Office 242,826 489,691 242,015 486,031 

Retail 376,420 609,535 376,695 604,407 

Residential / Other 278,710 524,920 277,856 522,106 

Total 1,211,414 2,055,692 1,208,955 2,041,110 

Figure 7G.12 – Mortgage Values by Region  

 

($000s) 

As at March 31 As at March 31 

2020 2019 2020 2019 

Market Value Carrying Value 

BC 237,836 594,874 237,951 594,049 

Prairie 409,277 492,716 407,730 485,207 

Ontario 495,986 883,025 494,980 877,373 

Quebec, Maritimes, 

Other 
68,315 85,077 68,294 84,481 

Total 1,211,414 2,055,692 1,208,955 2,041,110 
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Figure 7G.13 – Real Estate  

  As at March 31, 2020 

Location and 

Property Type 

Net Book 

Value 

($000s) 

Fair Market 

Value 

($000s) 

Annual Cash on 

Cash Return 

(%) 

Ontario:       

  Industrial 36,539 49,200  

  Office 179,730 225,505  

  Residential 188,179 300,210  

 Retail 62,485 66,500  

 Total 466,932 641,415  

Prairies:    

  Industrial 37,861 41,200  

  Office 30,829 34,300  

  Residential 59,894 62,800  

 Retail 126,777 156,400  

 Total 255,361 294,700  

BC:      

  Industrial 8,288 17,600  

  Office 14,324 83,700  

  Residential 22,307 32,500  

  Retail 19,027 28,900  

 Total 63,947 162,700  

Other:      

  Industrial 28,209 31,900  

 Retail 12,021 12,150  

 Total 40,230 44,050  

Total   826,470 1,142,865 6.15 
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  As at March 31, 2019 

Location and 

Property Type 

Net Book 

Value 

($000s) 

Fair Market 

Value 

($000s) 

Annual Cash on 

Cash Return 

(%) 

Ontario:       

  Industrial 70,063 97,400  

  Office 186,298 218,740  

  Residential 192,594 246,250  

 Retail 64,902 78,060  

 Total 513,857 640,450  

Prairies:    

  Industrial 49,329 67,030  

  Office 45,335 61,220  

  Residential 61,226 63,840  

 Retail 129,480 171,080  

 Total 285,371 363,170  

BC:      

  Industrial 25,164 46,590  

  Office 14,749 79,570  

  Residential 22,608 30,870  

  Retail 19,468 31,940  

 Total 81,989 188,970  

Other:      

  Industrial 28,797 32,030  

 Retail 12,358 13,015  

 Total 41,154 45,045  

Total   922,371 1,237,635 6.73 
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A INTRODUCTION 

1. As in prior revenue requirements applications (RRAs), this Appendix provides further 

details regarding historical operating expenses along with 2020/21 outlook.  Historical 

operating expenses do not feature in determining the rate indication for the 23-month policy 

year 2021; however, they are included to present historical performance to provide context 

as the British Columbia Utilities Commission (BCUC) has requested.  Historical information 

has been restated to conform to the current presentation format of Chapter 6, Operating 

Expenses and Allocation Information.  

2. This Appendix combines the presentation of historical and outlook operating expenses 

that were previously included in Appendix 7 B, Variance of Outlook versus Actual and Appendix 

7C, Detailed Information of the 2019 Revenue Requirements Application (the 2019 RRA) to 

reduce repetitive information of these Appendices.  All the figures in this Appendix includes 

most recent actual results1 for the last three years (i.e. 2017/18, 2018/19, and 2019/20) and 

the current fiscal year (i.e. 2020/21) outlook.  Additionally, Figure 7H.1 (Operating Expenses 

by Expense Category) and Figure 7H.6 (Number of FTEs by Division and by Employee Group) 

include fiscal year 2018/19 outlook of expenses and FTEs.  Since a RRA was not filed with the 

BCUC in 2019, ICBC is providing key variances between 2018/19 outlook and 2018/19 actual.  

3. Total corporate operating expenses exclude Autoplan Care Enhancements (ACE),2 Rate 

Affordability Action Plan (RAAP),3 the Transformation Program (TP)4 completed in 2016, and 

cost-recoverable government initiatives as these costs are not borne by Basic insurance 

premiums.  Certain investment management expenses5 are netted into investment income 

and therefore are also excluded.   

                                                           
1 Three years of the most recent actual results are presented versus four years as in previous RRAs.  Three years is 
anticipated to provide sufficient information to indicate trends or anomalies. 
2 In accordance with the Government Directive of January 25, 2020 with respect to Funding Autoplan Care 
Enhancements from Optional Insurance approved by Order in Council 46, February 6, 2020, ACE is 100% funded by 
Optional insurance.  All ACE costs prior to February 6, 2020 are allocated between Basic insurance and Optional 
insurance in accordance with the financial allocation methodology approved by the British Columbia Utilities 
Commission (BCUC). 
3 In accordance with the Government Directive of February 13, 2018 with respect to Funding Rate Affordability Action 
Plan from Optional Insurance approved by Order in Council 84/18, March 5, 2018, RAAP is 100% funded by Optional 
insurance.  All RAAP costs prior to March 5, 2018 are allocated between Basic insurance and Optional insurance in 
accordance with the BCUC–approved financial allocation methodology. 
4 In accordance with the Government Directive of April 19, 2010 with respect to the Transformation Program approved 
by Order in Council 222, April 29, 2010, TP was 100% funded from Optional insurance, up to $400 million.  TP was 
completed in 2016 within the $400 million funding envelope.  Remaining are depreciation expenses related to 
capitalized costs. 
5 ICBC has transferred the management of its corporate investment portfolio to the British Columbia Investment 
Management Corporation (BCI).  The portfolio management fees are netted against the investment income, it will 
not impact controllable costs.  This treatment is consistent with previous RRAs where certain investment management 
expenses were netted into investment income and excluded from controllable costs. 
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B OPERATING EXPENSES BY EXPENSE CATEGORY 

4. Figure 7H.1 provides an historical view of total corporate operating expenses by 

expense category for three years to 2019/20 and a 2020/21 outlook.  Figure 7H.1 also 

provides 2018/19 outlook to compare with 2018/19 actual.  For a detailed discussion of 

operating expenses by expense category, please see Chapter 6, Section D.  

Figure 7H.1 – Operating Expenses by Expense Category ($ millions) 

Expense Category1 
2017/18  

Actual 
2018/19  
Outlook 

2018/19 
Actual 

2019/20 
Actual 

2020/21 
Outlook 

Net Compensation $ 395 $ 442 $ 418 $451 $ 454 

Professional, Administrative, and Others 2 137 129 141 144 134 

Project and Depreciation Expenses 2 46 43 38 50 58 

Merchant Fees 37 41 41 43 45 

Road Improvements and Traffic Safety 30 31 31 32 32 

Controllable Operating Expenses $ 645 $ 686 $ 669 $ 719 $ 723 

Pension and Post-Retirement Benefit Expense 88 77 77 92 68 

ACE, RAAP Expense Pre-OIC 3 1   7 1 

Total Corporate Operating Expenses $ 734 $ 764 $ 747 $ 818 $ 792 

1 Rounding may affect totals.  
2 International Financial Reporting Standards (IFRS) 16 Leases was issued by the International Accounting Standard 
Board (IASB) on 13 January 2016 and was effective for annual reporting periods starting on or after 1 January 2019. 
It replaced IAS 17 Leases and related Interpretations.  The adoption of IFRS 16 Leases on April 1, 2019 led to the 
recognition of operating leases, mainly real estate leases being accounted for as right-of-use assets and lease 
liabilities on the consolidated statement of financial position.  It resulted in a decrease in building operating expenses 
and an increase in depreciation expense and interest expense. 
3 This line item represents project expenses and depreciation on capital spent prior to Order in Council (OIC) No. 046 
(046/20) to fund ACE and RAAP expenses from Optional Insurance.  

5. During fiscal years 2017/18 and 2018/19, ICBC increased its claims-related staffing to 

manage claims volume and complexity such as increased legal representation, increased 

litigation, and lengthening claim settlement times whilst addressing staffing needs during 

product reform transition.  

6. Net compensation was $24 million lower than the outlook for 2018/19.  Major factors 

included a year-end adjustment of $11 million in employee benefits cost reflecting the 

difference between the standard benefits load and actual spending (please refer to RRA 2019, 

Chapter 7, Section D.1.1.5 Employee Benefits and response to information request 2019.1 

RRA BCUC.69.2 for further details), $7 million lower salaries mainly due to lower average 

FTEs than anticipated in the outlook for claims-related areas, changes in staff mix.  

Additionally, project recoveries were higher than anticipated in the outlook by $5 million, and 
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lower performance-based pay by $1 million as not all the performance targets were met in 

the year. 

7. Professional, administrative, and other operating expenses were $12 million higher 

than 2018/19 outlook, driven by several factors. 

 2018/19 outlook included a $16 million corporate stretch target.  The corporate stretch 

is unspecified cost savings required to meet the controllable operating expense budget, 

where details of cost savings are not yet determined at the time budget is established.  

In actual numbers, these savings are materialized through cost control and positive 

variances in the other various controllable cost categories. 

 This is partially offset with lower professional services and building operating expenses 

in 2018/19 actual.  Professional services were lower by $3 million primarily due to 

limiting the scope of various planned sustainment activities to focus on RAAP, lower 

expenses on Intersection Safety Camera maintenance, and lower actual regulatory 

expenses.  Building operating expenses were lower by $2 million primarily due to a 

credit adjustment resulting from a change in accounting methodology for 

intercompany rent elimination.  The outlook did not reflect the elimination.  

8. Project and depreciation expenses were $5 million lower than the outlook.  This was 

mainly due to lower project expense.  It is common that actual costs vary due to changes, 

such as refinement in project timing, delivery approach, priority, and complexity level.  

Further, a conscious effort was made to limit the project expenses on non- RAAP initiatives 

to ensure availability of adequate resources to implement RAAP initiatives. 

9. Controllable operating expenses increased to $719 million in 2019/20, $50 million 

higher than 2018/19 actuals.  This is mainly due to an increase in average full-time 

equivalents (FTEs)6 hired in 2018/19 in claims-related areas to manage volume and 

complexity of claims, and to support staffing needs during product reform transition.  

Compensation expense also increased due to general salary increases for unionized 

employees (per the collective agreement). 

10. 2019/20 also included a one-time write-off for Master Data Management (MDM) 

software and related components, higher investment management fees for Management & 

                                                           
6 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 a point in time.  
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Confidential pension plan driven by private market mandates and expenses incurred on 

pension plan valuation (completed every three years).  

11. For detailed discussion on explanations for 2019/20 actuals and 2020/21 outlook, 

please see Chapter 6, Section D. 

C OPERATING EXPENSES BY DIVISION 

12. Figure 7H.3 presents operating expenses by division and corporate expenses, restated 

for previous years to conform to ICBC’s revised organizational structure. 

13. This presentation of total corporate operating expenses is different than the financial 

reporting presentation of total corporate operating expenses described in Chapter 6, 

Section B.1.  This Section illustrates total corporate operating expenses by division and 

corporate expenses whereas Chapter 6, Section B.1 illustrates total corporate operating 

expenses by line of business component.   

14. In 2019/20, ICBC realigned its organizational structure by disaggregating the former 

Claims and Driver Licensing Operations Division.  The claims area was divided into two distinct 

divisions: (i) Claims Injury and Legal Services, and (ii) Claims Customer and Material Damage 

Services.  A shared services team, now reporting into Claims Customer and Material Damage 

Services, supports Claims Injury and Legal Services as well as Claims Customer and Material 

Damage Services.  The shared services function includes business improvement, fraud 

strategy, and other functions.  The driver licensing area, Driver Licensing Customer Services, 

was moved to Public Affairs to become the Public Affairs and Driver Licensing Division.  Also 

moving to the Public Affairs and Driver Licensing Division was the Driver Licensing Special 

Investigations Unit. 

15. The realignment also included the wind down of the Investments Division.  The 

investment management responsibilities for ICBC and the Management and Confidential 

Pension Plan’s portfolios were transferred to the British Columbia Investment Management 

Corporation (BCI).  Post-transition, a smaller investments team is now managing the 

relationship between ICBC and BCI and is now reporting as part of the Finance Division.  The 

Facilities function, a non-investment function in the former Investments Division, moved to 

another division, Corporate Affairs.  Other changes include: the Strategic Analytics function 

moved to the Corporate Affairs Division, and the Strategic Supply function moved to the 

Information Services Division.  
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16. The current organizational structure illustrating the various divisions is shown below 

in Figure 7H.2. 

Figure 7H.2 – Current Organizational Structure 

17. Historical costs have been reclassified to reflect the above organizational structure 

across all years, such that they are comparable from year to year. 

Figure 7H.3 – Operating Expenses by Division and Corporate expenses ($ millions) 

Division and Corporate expenses1 
2017/18 

Actual 

2018/19 

Actual 

2019/20 

Actual 

2020/21 

Outlook 

Claims Injury and Legal Services $ 113 $ 127 $ 145 $ 149 

Claims Customer and Material Damage 
Services 

180 194 199 197 

Insurance 59 61 62 62 

Public Affairs and Driver Licensing 104 105 110 110 

Information Services 54 55 60 60 

Finance 27 30 34 32 

Corporate Affairs 31 31 31 27 

Corporate Costs, including Executives 18 14 26 25 

Project Costs 22 10 18 17 

Merchant Fees 37 41 43 45 

Pension & Post-Retirement Benefit 
Expense 

88 77 92 68 

Total Corporate Operating 
Expenses 

$ 734 $ 747 $ 818 $ 792 

1 Rounding may affect totals.  Restated to conform to current presentation format and aligns with the presentation 
in Chapter 6, Operating Expenses and Allocation Information.  

18. The corporate operating expenses are expected to decrease by $26 million to 

$792 million in 2020/21 outlook.  The decrease is mainly due to lower pension and post-
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retirement benefit expense.  The pension and post-retirement benefit expense is expected to 

be $24 million lower at $68 million in 2020/21 outlook.  This decrease is mainly driven by the 

increase in the discount rate from 2019/20 actuals to 2020/21 outlook.  Further information 

is provided in Chapter 6, Section D.2.  

19. Furthermore, the general salary increases for unionized employees (per the collective 

agreement) are expected to offset the lower average FTEs in the 2020/21 outlook.  Further 

information on lower average FTEs is provided in Chapter 6, Section D.1.1.1. 

20. Merchant fees typically increase every year.  Merchant fee increases are primarily a 

function of premium revenue growth (vehicle and rate growth), as well as anticipated 

consumers’ use of various payment methods.  

21. For detailed discussion of operating expenses by expense category, please see 

Chapter 6, Section D.  

D COMPENSATION DETAILS BY EMPLOYEE GROUP 

22. Figure 7H.4 provides compensation details by employee group in regard to the various 

components making up total employee compensation.  It is similar to the table previously 

requested by BCUC staff in the 2012 Revenue Requirements Proceeding and provided in 

subsequent RRAs. 

  



2021 RRA Appendix 7H – Detailed Operating Expense Information 

Insurance Corporation of British Columbia 7H-7 
December 15, 2020 

Figure 7H.4 – Compensation Details by Employee Group 

        

2017/18 Actual  ($ Millions)     

Employee Group1 Average2 
FTE #  

Salary3 Performance-
based Pay3 

Pension  and 
Post-

Retirement 
Benefits 

Other  
Benefits 

Charged 
to 

Projects 

Total 
Compensation 

Bargaining Unit 4,095 $251  $5  
$88  $43  ($15) $483  

Management and Confidential 1,045 110  1  

Total 5,139 $361  $6  $88 $43  ($15) $483  

        

2018/19 Actual  ($ Millions)     

Employee Group1 Average2 
FTE # 

Salary Performance-
based Pay 

Pension  and 
Post-

Retirement 
Benefits 

Other  
Benefits 

Charged 
to 

Projects 

Total 
Compensation 

Bargaining Unit 4,206 $256 $7 
$77 $46 ($9) $495 

Management and Confidential 1,115 117 1 

Total 5,322 $374 $8 $77 $46 ($9) $495 

 

2019/20 Actual  ($ Millions)     

Employee Group1 Average2 
FTE # 

Salary Performance-
based Pay4 

Pension  and 
Post-

Retirement 
Benefits 

Other  
Benefits 

Charged 
to 

Projects 

Total 
Compensation 

Bargaining Unit 4,287 $276 $4 
$92 $54 ($11) $543 

Management and Confidential 1,174 128 - 

Total 5,461 $404 $4 $92 $54 ($11) $543 

 

2020/21 Outlook  ($ Millions)     

Employee Group1 Average2 
FTE # 

Salary Performance-
based Pay5 

Pension and 
Post-

Retirement 
Benefits 

Other  
Benefits 

Charged 
to 

Projects 

Total 
Compensation 

Bargaining Unit 4,168 $275 $- 
$68 $50 ($1) $523 

Management and Confidential 1,180 130 - 

Total 5,349 $405 $- $68 $50 ($1) $523 

1 Rounding may affect totals. 
2 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 a point in time. 
3 Please see the 2017 RRA, Chapter 5, Section C.1.1.4 for information regarding changes to Salary Holdback Pay in 
2017/18.   
4 Please see the 2019 RRA, Chapter 7, Section D.1.1.4 for further discussion on eliminating Performance-Based Pay.   
5 As part of the new Collective Agreement (2019- 2022), MoveUP and ICBC have agreed to eliminate the Gainsharing 

plan effective April 1, 2020.  Please see Chapter 6, Section D.1.1.4 for further details. 

23. The “Total Compensation” column in Figure 7H.4 reconciles to “Total Compensation” 

shown in Chapter 6, Figure 6.4, which illustrates total compensation by employee group for 

2019/20 actual and 2020/21 outlook. 
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24. The “Average FTE #” column in Figure 7H.4 reconciles to “Total ICBC FTEs” shown in 

Chapter 6, Figure 6.5, which illustrates FTEs by employee group for 2019/20 actual and 

2020/21 outlook. 

25. For further discussion of compensation costs, please see Chapter 6, Section D.1.1. 

E AVERAGE SALARIES AND PERFORMANCE-BASED PAY 

26. Figure 7H.5 presents average salaries and performance-based pay per FTE, and 

corresponds to Chapter 6, Figure 6.4, which illustrates total compensation by employee group 

for 2019/20 actual and 2020/21 outlook.  Compensation presented in Figure 7H.5 does not 

include pension and post-retirement benefit expense, which is largely out of ICBC’s control as 

discussed in Chapter 6, Section D.1.1. 

Figure 7H.5 – Average Salaries and Performance-Based Pay ($ millions) 

Employee Group1 
2017/18 

 Actual  

2018/19 

Actual 

2019/20 

Actual 

2020/21 

Outlook 

Bargaining Unit $    256 $     263  $     280  $     275  

Management and Confidential 111 118  128  130  

Total Salaries & Performance-Based 

Incentive Pay 
$    367 $     381  $     408  $     405  

Total ICBC FTEs (Figure 6.5) 5,139 5,322  5,461 5,349 

Average Salaries & Performance-Based 

Incentive Pay per ICBC FTE 
$ 71,409 $ 71,663  $ 74,691  $ 75,659  

1 Rounding may affect totals and percentages. 

27. The compensation lines in Figure 7H.5 reconcile to Chapter 6, Figure 6.4, and 

Figure 7H.4, above. 

28. The “Total ICBC FTEs” line in Figure 7H.5 reconciles to “Total ICBC FTEs” in Chapter 

6, Figure 6.5. 

29. 2020/21 outlook reflects an increase in average salaries mainly due to general salary 

increases for Bargaining Unit staff (per the collective agreement).  The increase also reflects 

individual job progression, productivity, seniority, promotion, and other factors.  For further 

discussion on salaries and performance-based pay, please see Chapter 6, Section D.1.1.   
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F NUMBER OF FTES BY DIVISION AND BY EMPLOYEE GROUP 

30. Figure 7H.6 shows the number of FTEs by employee group by division for the years 

2017/18 actual, 2018/19 actual, 2019/20 actual, and 2020/21 outlook.  It is similar to the 

table requested by BCUC staff in the 2012 Revenue Requirements Proceeding and provided 

in subsequent RRAs. 

31. As noted above, Figure 7H.6 also provides 2018/19 outlook to compare with 2018/19 

actual.  In 2018/19, average FTEs were lower than outlook mainly due to lower average FTEs 

in claims and claims-related areas.  Explanations of previous years’ variance against outlook 

were provided in previous years’ RRAs; e.g., in the 2017 RRA, Appendix 5 B, and the 2019 

RRA, Appendix 7 B. 

Figure 7H.6 – Average Number of FTEs by Division and by Employee Group1 

Employee Group1 
2017/18  

Actual 
2018/19 
Outlook 

2018/19 
Actual 

2019/20 
Actual 

2020/21 
Outlook 

Bargaining Unit 4,095 4,227 4,206 4,287 4,168 

Management and Confidential 1,045 1,146 1,115 1,174 1,180 

Other 18 2 13 22 9 

Total FTEs 5,158 5,376 5,334 5,482 5,358 

 

Management and Confidential (M&C) Employee Group FTEs 

Division1 
2017/18 

Actual 
2018/19 
Outlook 

2018/19 
Actual 

2019/20 
Actual 

2020/21 
Outlook 

Claims Injury and Legal Services 291 331 327 363 353 

Claims Customer and Material 
Damage Services 

216 257 249 253 259 

Insurance  73 82 77 75 75 

Public Affairs and Driver Licensing 86 92 91 105 109 

Information Services 152 136 138 137 126 

Finance 91 97 91 94 104 

Corporate Affairs 119 139 127 134 141 

Executive 15 14 14 14 13 

Total M&C FTEs 1,045 1,146 1,115 1,174 1,180 
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Bargaining Unit (BU) Employee Group FTEs 

Division2 
2017/18  

Actual 

2018/19 

Outlook 

2018/19 

Actual 

2019/20 

Actual 

2020/21 

Outlook 

Claims Injury and Legal Services 967 1,064 1,044 1,134 1,188 

Claims Customer and Material 

Damage Services 
1,510 1,565 1,558 1,504 1,332 

Insurance  382 394 393 412 391 

Public Affairs and Driver Licensing 533 546 549 565 638 

Information Services 461 422 419 432 401 

Finance 156 153 160 160 145 

Corporate Affairs 84 84 84 80 73 

Executive - - - - - 

Total BU FTEs 4,095 4,227 4,206 4,287 4,168 

1 Rounding may affect totals and percentages.  Restated to conform to current presentation format. 
2 Total FTEs excludes FTEs relating to RAAP and ACE, and government initiatives that are cost recoverable, and 
certain investment management FTEs, as the cost of these FTEs is netted into investment income.  TP ended in 
2016/17; therefore, there are no associated FTEs in subsequent periods.  Average FTEs represents the sum of the 
number of FTEs measure 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 a point in time. 

32. For a discussion of the change in FTEs between 2019/20 actual and 2020/21 outlook, 

see Chapter 6, Section D.1.1.1.  

33. Figure 7H.7 shows the number of ICBC FTEs at the corporate level, including those 

FTEs in support of ACE, RAAP, cost-recoverable government initiatives and certain FTEs for 

managing ICBC’s investment portfolio, for the years 2017/18 actual, 2018/19 actual, 2019/20 

actual, and 2020/21 outlook.  This is similar to the tables provided in the 2013 Revenue 

Requirements Proceeding and provided in subsequent RRAs. 
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Figure 7H.7 – Total ICBC FTEs (Corporate View) 

Employee Group1 
2017/18  

Actual 
2018/19 

Actual 
2019/20 

Actual 
2020/21 
Outlook 

TOTAL ICBC FTEs (Fig. 7.5)     

Bargaining Unit 4,095 4,206 4,287 4,168 

Management and Confidential 1,045 1,115 1,174 1,180 

TOTAL ICBC FTEs 5,139 5,322 5,461 5,349 

ACE FTEs     

Bargaining Unit - - 8 91 

Management and Confidential - - 4 55 

Total ACE FTEs - - 13 146 

RAAP FTEs2      

Bargaining Unit 3 60 42 5 

Management and Confidential 1 8 10 2 

Total RAAP FTEs 4 68 52 7 

Other FTEs     

Bargaining Unit 55 72 72 72 

Management and Confidential 32 31 25 16 

Total Other FTEs 87 104 96 89 

Corporate ICBC FTEs     

Bargaining Unit 4,153 4,338 4,408 4,336 

Management and Confidential 1,077 1,155 1,213 1,254 

Corporate ICBC FTEs 5,230 5,493 5,622 5,591 

1 Rounding may affect totals.  
2 RAAP is expected to end in 2020/21; therefore, there are no FTEs in subsequent periods. 

34. The Total ICBC FTEs lines reflect ICBC’s FTEs excluding contractors, as shown in 

Chapter 6, Figure 6.5.  The ACE FTEs and RAAP FTEs lines reflect FTEs that are working on 

ACE and RAAP respectively.  The other FTEs line includes FTEs relating to cost-recoverable 

government initiatives and certain FTEs for managing ICBC’s investment portfolio.  As 

previously discussed, in 2019/20, ICBC transferred the management of its investment 

portfolio to BCI.  This will not impact Total ICBC FTEs, as these FTEs were excluded from total 

ICBC FTEs presented in this Appendix and Chapter 6, Operating Expenses and Allocation 

Information.    

G YEAR TO YEAR BASIC INSURANCE ALLOCATION PERCENTAGES 

35. Figure 7H.8 shows that the percentage of corporate operating expenses allocated to 

Basic insurance has remained consistent at 67% to 68% of total corporate operating expenses 

over the last several years.   

36. Slight variations in Basic insurance percentages may be caused by spending patterns 
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unique to a particular year and/or by BCUC-approved changes to the financial allocation 

methodology, if any.   

Figure 7H.8 – Year to Year Basic Insurance Allocation Percentages 

 
2017/18  

Actual 

(%) 

2018/19 
Actual  
(%) 

2019/20 
Actual  
(%) 

2020/21 
Outlook 

(%) 

Claims Services 65 65 67 67 

Road Safety and Loss 
Management 

87 85 87 85 

Administration and Other 49 49 49 47 

Insurance Services 57 56 55 56 

Non-insurance 
Operations 

100 100 100 100 

Total Corporate 

Operating Expenses 
68 67 68 68 
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ALLOCATION TABLES 

1. The purpose of Figure 7I.1, Figure 7I.2, and Figure 7I.3 is to show detailed views of 

the amount of ICBC’s 2018/19 and 2019/20 fiscal years corporate operating expenses that 

are allocated to the Basic insurance, Non-insurance, and Optional insurance lines of business, 

using the financial allocation methodology approved by the British Columbia Utilities 

Commission (BCUC).  The presentation is the same as in prior years.  Autoplan Care 

Enhancements (ACE)1 expense  Rate Affordability Action Plan (RAAP)2 expense, costs 

associated with the Transformation Program (TP)3 completed in 2016, and cost-recoverable 

government initiatives are excluded as these costs are not borne by Basic insurance 

premiums.  Certain investment management expenses are netted into investment income 

and therefore are also excluded.   

 Figure 7I.1 describes the allocators used. 

 Figure 7I.2 shows the results of applying the allocators to the 2018/19 actual costs. 

 Figure 7I.3 shows the results of applying the allocators to the 2019/20 actual costs. 

2. In accordance with its commitment made during the 2013 Revenue Requirements 

Proceeding,4 ICBC has provided explanatory notes regarding any blending of allocators or 

additions or removals of functional cost centres from the allocation tables.  As shown in 

Appendix 7I, Figure 7I.7, there has been minimal variance in the overall percentage of 

operating costs allocated to Basic insurance in the past five years. 

  

                                                           
1 In accordance with the Government Directive of January 25, 2020 with respect to Funding Autoplan Care 
Enhancements from Optional Insurance approved by Order in Council 46, February 6, 2020, ACE is 100% funded by 
Optional insurance.  All ACE costs prior to February 6, 2020 are allocated between Basic insurance and Optional 
insurance in accordance with the financial allocation methodology approved by the British Columbia Utilities 
Commission. 
2 In accordance with 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, RAAP is funded from Optional 
insurance.  All RAAP costs prior to March 5, 2018 are allocated between Basic insurance and Optional insurance in 
accordance with the BCUC-approved financial allocation methodology. 
3 In accordance with the Government Directive of April 19, 2010 with respect to the Transformation Program approved 
by Order in Council 222, April 29, 2010, TP was 100% funded from Optional insurance, up to $400 million.  TP was 
completed in 2016 within the $400 million funding envelope.  Remaining are depreciation expenses related to 
capitalized costs that were incurred prior to completion. 
4 March 17, 2014 Reply Argument, 2013 Revenue Requirements Proceeding, page 21. 
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Figure 7I.1 – Allocator Description 

Allocator Description 

Directly Attributable 

Directly attributable to Basic Directly attributable to Basic insurance 

Directly attributable to Non-insurance Directly attributable to Non-insurance 

Directly attributable to Optional Directly attributable to Optional insurance 

Work Effort 

Work Effort Ratio based on analysis of underlying work activities within 
the cost centre(s) 

Work Effort – Provincial Litigation Based on volume of low value bodily injury (BI) files 

100% Basic with Exceptions Directly attributable to Basic insurance, except for auto 
crime expenditures 

Averages 

Claims Division Average Weighted average of Claims Services cost centres in the 
Claims and Driver Licensing Operations Division, exclusive 
of Driver Licensing  

Insurance Division Average Weighted average of Insurance Services cost centres in the 
Insurance Strategy, Product & Pricing Division (Non-
insurance charged to Basic insurance) 

Road Safety Division Average Weighted average of Road Safety and Loss Management 

cost centres 

Square Footage Average of each business area weighted by square footage 

Weighted Average – Projects Weighted average of projects undertaken by the cost 
centre 

Weighted Average – Cost Centres Weighted average of cost centres supported 

Weighted Average – Transactions Weighted average based on transactions processed 

Weighted Average – Special 
Coverages 

Weighted average based on special coverage premiums 

Weighted Average – FTEs Weighted average based on number of FTEs performing a 

function 

Premiums5 

Premiums Written Based on annual Autoplan Premiums Written, adjusted for 
Non-insurance portion per January 2005 Decision 

Premiums Written – with Exceptions Premiums written ratio except for certain expenses which 
are 100% Basic insurance or 100% Optional insurance 

                                                           
5 Commercial Premiums Written does not appear in the Cost Allocation Tables, as any related activities have been 
operationalized elsewhere. 
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Allocator Description 

Claims 

Newly Opened Exposures – TCD Allocated based on newly opened exposures in Claims 
Contact Centre (formerly known as Telephone Claims 
Department, TCD) 

Net Claims Costs – MD Allocated based on corporate-wide net Material Damage 
(MD) claims costs 

Net Claims Costs – HE Allocated based on net claims costs of Heavy Equipment 
(HE) department 

Shared Services 

Finance Shared Services Ratio Weighted average of Claims and Driver Licensing 
Operations, and Insurance Strategy, Product and Pricing 
Divisions, with Non-insurance portion prorated between 

Basic insurance and Optional insurance 

Finance Shared Services Ratio, 
modified by Commission Decision 

Allocated equally between Basic insurance and Optional 
insurance per January 2005 Decision 

Corporate Shared Services Ratio Weighted average of Claims and Driver Licensing 
Operations, and Insurance Strategy, Product and Pricing 
Divisions 

Corporate Shared Services Ratio – 
with Exceptions 

Corporate Shared Services Ratio except for certain 
expenses which are 100% Basic insurance, or 100% 
Optional insurance, or 100% Non-insurance, or 
Comprehensive Coverage – Market share 

Others 

Investment Income Ratio Ratio calculated based on sources of funds, i.e., unpaid 
claims, unearned premiums, and retained earnings 

Comprehensive Coverage – Market 

Share 

Percentage of Comprehensive Insurance market share held 

by ICBC 
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Figure 7I.2 – 2018/19 Approved Allocators Using 2018/19 Actual Cost Detail 

Claims Services 

 

Road Safety and Loss Management (RSLM) 

 
  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Customer and Injury Services 

Operations (CISO)

Work Effort    117,680            -           50,899    168,580 69.8          -        30.2       100.0     

Call Centre Department Newly Opened Exposures - TCD      14,795            -           23,140      37,935 39.0          -        61.0       100.0     

In-House Counsel (Provincial 

Litigation Services)

Work Effort - Provincial Litigation      29,464            -             1,551      31,015 95.0                     -   5.0         100.0     

Claims Building Support Square Footage      16,568            -           13,626      30,194 54.9          -        45.1       100.0     

Claims General Support 
1 Claims Division Average      16,933            -           10,666      27,600 61.4          -        38.6       100.0     

Claims System Support Claims Division Average      16,601            -           10,457      27,058 61.4          -        38.6       100.0     

Centralized Estimating Facilities Net Claims Cost - MD        5,863            -             6,611      12,474 47.0          -        53.0       100.0     

Heavy Equipment Net Claims Cost - HE        4,711            -             6,245      10,957 43.0          -        57.0       100.0     

BI Support Work Effort        3,556            -                187        3,744 95.0          -        5.0         100.0     

Salvage Net Claims Cost - MD        1,375            -             1,551        2,927 47.0          -        53.0       100.0     

Claims Litigation Support Work Effort - Provincial Litigation        2,552            -                134        2,686 95.0          -        5.0         100.0     

Claims Administrative Support Weighted Average - Cost Centres        1,326            -             1,326        2,651 50.0          -        50.0       100.0     

Material Damage Support Net Claims Cost - MD        1,077            -             1,215        2,292 47.0          -        53.0       100.0     

Rehabilitation Directly attributable to Basic        1,472            -                  -           1,472 100.0       -        -         100.0     

Optional Coverage (Claims) Directly attributable to Optional              -               -             1,204        1,204 -            -        100.0     100.0     

Recovery 
2 Directly attributable to Basic            543            -                  -              543 100.0       -        -         100.0     

Basic Coverage (Claims) 
3 Directly attributable to Basic              50            -                  -                50 100.0       -        -         100.0     

   234,566            -        128,812    363,378 64.6          -        35.4       100.0     

   234,566            -        128,812    363,378 64.6          -        35.4       100.0     

1 
Claims General Support includes a benefit rate-related adjustment.  In 2018/19, the forecast standard benefit rate used to allocate employee benefit costs was higher than 

the actual benefit rate and an adjustment was applied after reconciliation to the actual pension expense provided by ICBC's external pension actuary.
2
 With an increased focus on enhanced care as part of product reform, ICBC has created care specialists positions to support customer care and recovery.  These positions support 

the provision of accident benefit claims under Part 7 Accident Benefits and are allocated 100% to Basic insurance.
3
 ICBC has incurred expenses as part of product reform readiness supporting alternative dispute resolution services of low-value injury claims that are 100% Basic.

4
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages. For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
5
 Rounding may affect totals and allocation percentages.

($000s) 
5

Allocation % 
5

 Total Claims Services Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives 

Operating Costs - Claims 

Services 
Allocator

Claims Services Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives Using Financial Statement View 
4

Allocator
Basic

insurance

Non-

insurance

Optional

insurance
Total

Basic

insurance

Non-

insurance

Optional

insurance
Total

Road Safety Initiatives Directly attributable to Basic 33,550     -             -              33,550     100.0     -        -        100.0     

Fraud Management Weighted Average - Cost Centres 10,113     -             6,185     16,298     62.0       -        38.0      100.0     

Auto Crime Expenditures Comprehensive Coverage - 

Market Share

543           -             1,595     2,138        25.4       -        74.6      100.0     

Regional Loss Prevention 100% Basic with Exceptions 1,859        -             150        2,009        92.5       -        7.5        100.0     

Road Safety General Support 
1 Road Safety Division Average (395)          -             (69)         (463)          85.2       -        14.8      100.0     

45,670     -             7,862     53,532     85.3       -        14.7      100.0     

45,670     -             7,862     53,532     85.3       -        14.7      100.0     

1 
Road Safety General Support includes a benefit rate-related adjustment.  In 2018/19, the forecast standard benefit rate used to allocate employee benefit costs was higher than 

the actual benefit rate and an adjustment was applied after reconciliation to the actual pension expense provided by ICBC's external pension actuary.
2
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate 

Operating Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
3
 Rounding may affect totals and allocation percentages.

($000s) 
3

Allocation  % 
3

Total RSLM Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives

Operating Costs - RSLM

Road Safety and Loss Management Services Excluding ACE, RAAP, 

TP, and Cost Recoverable Government Initiatives Using Financial 

Statement View 
2
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General Expenses - Administration and Other 

 
  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

ISD Shared Services: Insurance, Claims, 

Non-insurance

Corporate Shared Services Ratio 13,501      5,258       13,501    32,260     41.9           16.3           41.9           100.0     

Human Resources Corporate Shared Services Ratio 6,905        2,689       6,905       16,498     41.9           16.3           41.9           100.0     

Finance Shared Services - Insurance 

Operations

Finance Shared Services Ratio 6,308        -                6,308       12,616     50.0           -             50.0           100.0     

Finance Division Banking Operations Work Effort 2,870        -                2,870       5,740       50.0           -             50.0           100.0     

Supply Management Department Work Effort 2,231        860           2,231       5,322       41.9           16.2           41.9           100.0     

General Counsel Work Effort 1,792        896           1,792       4,481       40.0           20.0           40.0           100.0     

Customer Collections Weighted Average - Transactions 1,969        537           1,969       4,474       44.0           12.0           44.0           100.0     

Customer Contact Call Centre Premiums Written 2,177        -                2,177       4,354       50.0           -             50.0           100.0     

Corporate Strategic Services Corporate Shared Services Ratio 1,757        684           1,757       4,197       41.9           16.3           41.9           100.0     

Executive Office Finance Shared Services Ratio 1,965        -                1,965       3,930       50.0           -             50.0           100.0     

Freedom of Information Department Work Effort 1,690        -                1,690       3,379       50.0           -             50.0           100.0     

Infrastructure Expenditure Finance Shared Services Ratio 1,665        -                1,665       3,330       50.0           -             50.0           100.0     

Business Intelligence Weighted Average - Cost Centres 1,353        527           1,353       3,234       41.9           16.3           41.9           100.0     

Corporate Costs (Admin) 
2 Finance Shared Services Ratio 1,508        -                1,508       3,017       50.0           -             50.0           100.0     

Facilities Management Square Footage 1,211        330           1,211       2,753       44.0           12.0           44.0           100.0     

Document Services Square Footage 1,177        319           1,177       2,673       44.0           11.9           44.0           100.0     

External Corporate Communications Work Effort 1,060        317           1,060       2,437       43.5           13.0           43.5           100.0     

Call Centres Support (Admin) Weighted Average - Cost Centres 676           1,062       676          2,414       28.0           44.0           28.0           100.0     

Optional Coverage (Admin) 
3 Directly attributable to Optional -                -                2,253       2,253       -             -             100.0         100.0     

Regulator Costs Directly attributable to Basic 1,106        -                1,106       2,212       50.0           -             50.0           100.0     

Corporate Training Insurance Division Average and 

Claims Division Average

1,027        -                1,027       2,055       50.0           -             50.0           100.0     

Technology Renewal Corporate Shared Services Ratio 714           278           714          1,706       41.9           16.3           41.9           100.0     

Facilities Management (Victoria) Square Footage 36             1,377       36            1,449       2.5             95.0           2.5             100.0     

Project Management Service Costs Finance Shared Services Ratio 544           -                544          1,088       50.0           -             50.0           100.0     

Investment Portfolio Management Investment Income Ratio 435           -                435          870          50.0           -             50.0           100.0     

Business Transformation Shared Services Corporate Shared Services Ratio 310           121           310          741          41.9           16.3           41.9           100.0     

Communication - Government relations Work Effort 225           150           225          601          37.5           25.0           37.5           100.0     

Admin Office, Claims and Driver 

Licensing Customer Service

Weighted Average - Cost Centres 111           132           111          353          31.4           37.3           31.4           100.0     

Fair Practices Review Work Effort - Provincial Litigation 33             -                33            66            50.0           -             50.0           100.0     

Facility Projects (Admin) 
4 Corporate Shared Services Ratio (1)              ()                (1)             (2)             41.9           16.3           41.9           100.0     

56,356      15,536     58,610    130,502   43.2           11.9           44.9           100.0     

56,356      -                58,610    114,966   49.0           -             51.0           100.0     

(see page 42 of the January 2005 Decision) or for significant corporate projects, directly attributed to Basic insurance or Optional insurance (see page 61 of the July 2006 Decision).
2 

Corporate Costs (Admin) includes a benefit rate-related adjustment.  In 2018/19, the forecast standard benefit rate used to allocate employee benefit costs was higher than 

the actual benefit rate and an adjustment was applied after reconciliation to the actual pension expense provided by ICBC's external pension actuary.

4
 Facility Projects (Admin) is negative related to an adjustment for facility upgrade-related services.

5
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
6 

Rounding may affect totals and allocation percentages.

Operating Costs - Administrative Allocator 
1

Administrative Excluding ACE, RAAP, TP, and Cost Recoverable Government 

Initiatives Using Financial Statement View 
5

($000s) 
6

1
 Using the allocator indicated, a portion of the costs is allocated to Non-insurance.  The remainder of the costs are allocated equally between Basic insurance and Optional insurance

Allocation % 
6

Total Administrative Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives

3
 ICBC incurred expenses related to projects that are 100% Optional insurance.
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General Expenses - Insurance Services 

 
  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Merchant Fees Premiums Written 22,268       -                 17,567        39,835       55.9        -          44.1         100.0      

Insurance System Support Premiums Written 5,637         -                 4,447          10,084       55.9        -          44.1         100.0      

Insurance Services Applications 

Support

Insurance Division Average 5,458         -                 3,301          8,759         62.3        -          37.7         100.0      

Bad Debts & Allowances Weighted Average - Transactions 5,100         81              2,914          8,096         63.0        1.0          36.0         100.0      

General Broker Support & Direct 

Sales

Premiums Written 4,031         -                 3,180          7,212         55.9        -          44.1         100.0      

Product Development Premiums Written 3,511         -                 2,770          6,281         55.9        -          44.1         100.0      

Field Broker Support Work Effort 1,019         510            3,568          5,097         20.0        10.0        70.0         100.0      

Marketing  Communication Corporate Shared Services Ratio - 

With Exception

3,451         278            725             4,454         77.5        6.2          16.3         100.0      

Actuarial Weighted Average - FTE 2,110         359            1,893          4,363         48.4        8.2          43.4         100.0      

Insurance Business Support Weighted Average - Cost Centres 2,191         137            1,350          3,678         59.6        3.7          36.7         100.0      

Corporate Website Corporate Shared Services Ratio 1,400         452            922             2,775         50.5        16.3        33.2         100.0      

Chief Underwriter Premiums Written - With Exception 1,375         -                 1,266          2,640         52.1        -          47.9         100.0      

Garage & Fleet Weighted Average - FTE 1,178         50              837             2,065         57.0        2.4          40.5         100.0      

Market Research Weighted Average - Projects 1,337         -                 661             1,997         66.9        -          33.1         100.0      

Customer Accounting Weighted Average - Transactions 774            793            321             1,888         41.0        42.0        17.0         100.0      

Optional Coverage (Autoplan) Directly attributable to Optional -                  -                 1,429          1,429         -          -          100.0       100.0      

Internet Services Premiums Written 778            -                 614             1,391         55.9        -          44.1         100.0      

ADP Technical Premiums Written 745            -                 587             1,332         55.9        -          44.1         100.0      

Premium Financing Plan 

Operations

Premiums Written 570            -                 449             1,019         55.9        -          44.1         100.0      

Product Research Premiums Written 541            -                 427             968            55.9        -          44.1         100.0      

Insurance Project Expense Insurance Division Average 450            -                 272             723            62.3        -          37.7         100.0      

Specialty Lic & Ins Weighted Average - Special 

Coverages

-                  594            -                   594            -          100.0      -           100.0      

Insurance Corporate Cost 
3 Finance Shared Services Ratio, 

modified by Commission Decision

(248)           -                 (248)            (496)           50.0        -          50.0         100.0      

63,675       3,255                 49,254      116,183 54.8        2.8          42.4         100.0      

63,675       -                         49,254 112,928    56.4        -          43.6         100.0      

1
 Mgr. of Comm. Lines does not appear in the 2018/19 Cost Allocation Tables, as any related activities have been operationalized elsewhere.

2
 Insurance Basic Projects do not appear in the 2018/19 Cost Allocation Tables, as there were no such projects in this period.

3
 Insurance Corporate Cost includes a benefit rate-related adjustment.  In 2018/19, the forecast standard benefit rate used to allocate employee benefit costs was higher than 

the actual benefit rate and an adjustment was applied after reconciliation to the actual pension expense provided by ICBC's external pension actuary.
4
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
5
 Rounding may affect totals and allocation percentages.

Total Insurance Services Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives

Operating Costs - Insurance 

Services 
1,2 Allocator

($000s) 
5

Allocation % 
5

Insurance Services Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives Using Financial Statement View 
4
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Administrative - Non-insurance 

 

Summary of Total Corporate Operating Expenses Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives 

 
  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Registration and Licensing Directly attributable to Non-insurance -                10,452     -               10,452     -             100.0         -             100.0          

ISD Non-insurance Vehicle Application Directly attributable to Non-insurance -                954           -               954          -             100.0         -             100.0          

Non-insurance Project Expense Directly attributable to Non-insurance -                49             -               49            -             100.0         -             100.0          

Non-insurance Corporate Cost 
2 Directly attributable to Non-insurance -                (315)         -               (315)         -             100.0         -             100.0          

-                11,140     -               11,140     -             100.0         -             100.0          

-                -                -               -                -             -             -             -              

1
 Government Revenue Administration does not appear in the 2018/19 Cost Allocation Tables, as any related activities have been operationalized elsewhere.

2
 Non-insurance Corporate Cost includes a benefit rate-related adjustment.  In 2018/19, the forecast standard benefit rate used to allocate employee benefit costs was higher than 

the actual benefit rate and an adjustment was applied after reconciliation to the actual pension expense provided by ICBC's external pension actuary.
3 

Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages. For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
4 

Rounding may affect totals and allocation percentages.

Administrative - Non-insurance Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives Using Financial Statement View 
3

($000s) 
4

Allocation % 
4

Total Non-insurance Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives.

Operating Costs Administrative 

- Non-insurance 
1 Allocator

Basic

insurance

Non-

insurance 
1

Optional

insurance
Total

Basic

insurance

Non-

insurance

Optional

insurance
Total

Claims Services see Claims Services 234,566     -                      128,812     363,378    64.6            -              35.4            100.0          

Road Safety and Loss 

Management (RSLM)

see Road Safety and Loss 

Management (RSLM)
45,670       -                      7,862         53,532      85.3            -              14.7            100.0          

Administration and Other see Administration and Other 56,356       -                      58,610       114,966    49.0            -              51.0            100.0          

Insurance Services see Insurance Services 63,675       -                      49,254       112,928    56.4            -              43.6            100.0          

Non-insurance Operations, 

Administration and Other
see Administration and Other -                  15,536            -                  15,536      -              100.0          -              100.0          

Non-insurance Operations, 

Insurance Services
see Insurance Services -                  3,255              -                  3,255         -              100.0          -              100.0          

Non-insurance Operations, 

Administrative - Non-insurance
see Administrative - Non-insurance -                  11,140            -                  11,140      -              100.0          -              100.0          

Non-insurance Operations, 

Driver Licensing 
-                  71,819            -                  71,819      -              100.0          -              100.0          

400,267     101,750         244,537     746,554                 53.6              13.6              32.8 100.0          

1
 General Expenses - Non-insurance.

2
 Rounding may affect totals and allocation percentages.

($000s) 
2

Allocation % 
2

 Total Corporate Operating Expenses Excluding ACE, RAAP, TP, 

and Cost Recoverable Government Initiatives 

Corporate Operating Expenses Excluding ACE, RAAP, TP, and 

Cost Recoverable Government Initiatives
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Figure 7I.3 – 2019/20 Approved Allocators Using 2019/20 Actual Cost Detail 

 

Claims Services 

 

Road Safety and Loss Management (RSLM) 

  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Customer and Injury Services 

Operations (CISO)

Work Effort    123,327            -           51,285    174,612 70.6          -        29.4       100.0     

Claims General Support Claims Division Average      27,700            -           13,945      41,644 66.5          -        33.5       100.0     

Call Centre Department Newly Opened Exposures - TCD      13,946            -           22,754      36,700 38.0          -        62.0       100.0     

Claims Building Support Square Footage      19,893            -           15,597      35,489 56.1          -        43.9       100.0     

In-House Counsel (Provincial 

Litigation Services)

Work Effort - Provincial Litigation      28,489            -             1,499      29,989 95.0                     -   5.0         100.0     

Claims System Support Claims Division Average      19,805            -             9,970      29,775 66.5          -        33.5       100.0     

Centralized Estimating Facilities Net Claims Cost - MD        5,727            -             6,204      11,930 48.0          -        52.0       100.0     

Heavy Equipment Net Claims Cost - HE        4,655            -             5,925      10,580 44.0          -        56.0       100.0     

Recovery Directly attributable to Basic        6,992            -                  -           6,992 100.0       -        -         100.0     

Claims Litigation Support Work Effort - Provincial Litigation        5,979            -                315        6,294 95.0          -        5.0         100.0     

Claims Administrative Support Weighted Average - Cost Centres        1,707            -             1,707        3,414 50.0          -        50.0       100.0     

Material Damage Support Net Claims Cost - MD        1,603            -             1,736        3,339 48.0          -        52.0       100.0     

BI Support Work Effort        3,030            -                159        3,189 95.0          -        5.0         100.0     

Salvage Net Claims Cost - MD        1,275            -             1,381        2,655 48.0          -        52.0       100.0     

Optional Coverage (Claims) Directly attributable to Optional              -               -             1,060        1,060 -            -        100.0     100.0     

Rehabilitation Directly attributable to Basic            647            -                  -              647 100.0       -        -         100.0     

Basic Coverage (Claims) Directly attributable to Basic            602            -                  -              602 100.0       -        -         100.0     

   265,374            -        133,537    398,911 66.5          -        33.5       100.0     

   265,374            -        133,537    398,911 66.5          -        33.5       100.0     

1
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages. For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
2
 Rounding may affect totals and allocation percentages.

($000s) 
2

Allocation % 
2

 Total Claims Services Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives 

Operating Costs - Claims 

Services 
Allocator

Claims Services Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives Using Financial Statement View 
1

Allocator
Basic

insurance

Non-

insurance

Optional

insurance
Total

Basic

insurance

Non-

insurance

Optional

insurance
Total

Road Safety Initiatives Directly attributable to Basic 35,582     -             -              35,582     100.0     -        -        100.0     

Fraud Management Weighted Average - Cost Centres 10,072     -             5,687     15,758     63.9       -        36.1      100.0     

Auto Crime Expenditures Comprehensive Coverage - Market 

Share

506           -             1,595     2,102        24.1       -        75.9      100.0     

Regional Loss Prevention 100% Basic with Exceptions 1,890        -             155        2,045        92.4       -        7.6        100.0     

Road Safety General Support 
1 Road Safety Division Average 281           -             43          324           86.6       -        13.4      100.0     

48,331     -             7,481     55,811     86.6       -        13.4      100.0     

48,331     -             7,481     55,811     86.6       -        13.4      100.0     

1
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate 

Operating Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
2
 Rounding may affect totals and allocation percentages.

($000s) 
2

Allocation  % 
2

Total RSLM Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives

Operating Costs - RSLM

Road Safety and Loss Management Services Excluding ACE, RAAP, TP, 

and Cost Recoverable Government Initiatives Using Financial Statement 

View 
1
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General Expenses - Administration and Other 

  

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

ISD Shared Services: Insurance, Claims, 

Non-insurance

Corporate Shared Services Ratio 13,094      5,948       13,094    32,137     40.7           18.5           40.7           100.0     

Human Resources Corporate Shared Services Ratio 8,030        3,647       8,030       19,707     40.7           18.5           40.7           100.0     

Corporate Costs (Admin) Finance Shared Services Ratio 7,300        -                7,300       14,600     50.0           -             50.0           100.0     

Finance Shared Services - Insurance 

Operations

Finance Shared Services Ratio 7,011        -                7,011       14,022     50.0           -             50.0           100.0     

Customer Contact Call Centre Premiums Written 3,085        -                3,085       6,171       50.0           -             50.0           100.0     

Finance Division Banking Operations Work Effort 2,896        -                2,896       5,791       50.0           -             50.0           100.0     

Supply Management Department Work Effort 2,263        915           2,263       5,440       41.6           16.8           41.6           100.0     

General Counsel Work Effort 1,891        1,005       1,891       4,787       39.5           21.0           39.5           100.0     

Customer Collections Weighted Average - Transactions 2,105        468           2,105       4,678       45.0           10.0           45.0           100.0     

Executive Office Finance Shared Services Ratio 2,269        -                2,269       4,538       50.0           -             50.0           100.0     

Technology Renewal Corporate Shared Services Ratio 1,683        765           1,683       4,131       40.7           18.5           40.7           100.0     

Infrastructure Expenditure Finance Shared Services Ratio 1,804        -                1,804       3,608       50.0           -             50.0           100.0     

Corporate Strategic Services Corporate Shared Services Ratio 1,404        638           1,404       3,447       40.7           18.5           40.7           100.0     

Freedom of Information Department Work Effort 1,721        -                1,721       3,442       50.0           -             50.0           100.0     

Business Intelligence Weighted Average - Cost Centres 1,157        525           1,157       2,838       40.7           18.5           40.7           100.0     

Document Services Square Footage 1,167        320           1,167       2,654       44.0           12.0           44.0           100.0     

External Corporate Communications Work Effort 1,105        330           1,105       2,539       43.5           13.0           43.5           100.0     

Call Centres Support (Admin) Weighted Average - Cost Centres 739           813           739          2,292       32.3           35.5           32.3           100.0     

Optional Coverage (Admin) 
2 Directly attributable to Optional -                -                2,253       2,253       -             -             100.0         100.0     

Facilities Management (Victoria) Square Footage 56             2,136       56            2,248       2.5             95.0           2.5             100.0     

Regulator Costs Directly attributable to Basic 1,115        -                1,115       2,230       50.0           -             50.0           100.0     

Corporate Training Insurance Division Average and 

Claims Division Average

964           -                964          1,929       50.0           -             50.0           100.0     

Project Management Service Costs Finance Shared Services Ratio 460           -                460          921          50.0           -             50.0           100.0     

Investment Portfolio Management Investment Income Ratio 416           -                416          833          50.0           -             50.0           100.0     

Communication - Government relations Work Effort 305           203           305          813          37.5           25.0           37.5           100.0     

Facilities Management Square Footage 267           75             267          609          43.9           12.3           43.9           100.0     

Business Transformation Shared Services Corporate Shared Services Ratio 199           90             199          489          40.7           18.5           40.7           100.0     

Facility Projects (Admin) Corporate Shared Services Ratio 144           65             144          353          40.7           18.5           40.7           100.0     

Admin Office, Claims and Driver 

Licensing Customer Service

Weighted Average - Cost Centres 48             63             48            160          30.3           39.4           30.3           100.0     

Fair Practices Review Work Effort - Provincial Litigation 25             -                25            50            50.0           -             50.0           100.0     

64,725      18,006     66,978    149,708   43.2           12.0           44.7           100.0     

64,725      -                66,978    131,702   49.1           -             50.9           100.0     

(see page 42 of the January 2005 Decision) or for significant corporate projects, directly attributed to Basic insurance or Optional insurance (see page 61 of the July 2006 Decision).

3
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
4 

Rounding may affect totals and allocation percentages.

Total Administrative Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives

2
 ICBC incurred expenses related to projects that are 100% Optional insurance.

Operating Costs - Administrative Allocator 
1

Administrative Excluding ACE, RAAP, TP, and Cost Recoverable Government 

Initiatives Using Financial Statement View 
3

($000s) 
4

1
 Using the allocator indicated, a portion of the costs is allocated to Non-insurance.  The remainder of the costs are allocated equally between Basic insurance and Optional insurance

Allocation % 
4
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General Expenses - Insurance Services 

 

Administrative - Non-insurance 

 

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Merchant Fees Premiums Written 22,886       -                 18,725        41,611       55.0        -          45.0         100.0      

Insurance Services Applications 

Support

Insurance Division Average 6,595         -                 4,140          10,736       61.4        -          38.6         100.0      

Bad Debts & Allowances Weighted Average - Transactions 6,608         102            3,456          10,166       65.0        1.0          34.0         100.0      

Insurance System Support Premiums Written 4,671         -                 3,822          8,492         55.0        -          45.0         100.0      

General Broker Support & Direct 

Sales

Premiums Written 4,665         -                 3,817          8,483         55.0        -          45.0         100.0      

Product Development Premiums Written 3,582         -                 2,931          6,512         55.0        -          45.0         100.0      

Field Broker Support Work Effort 1,104         552            3,865          5,522         20.0        10.0        70.0         100.0      

Insurance Project Expense Insurance Division Average 3,141         -                 1,972          5,112         61.4        -          38.6         100.0      

Actuarial Weighted Average - FTE 2,155         414            2,092          4,661         46.2        8.9          44.9         100.0      

Insurance Business Support Weighted Average - Cost Centres 2,199         208            1,437          3,845         57.2        5.4          37.4         100.0      

Corporate Website Corporate Shared Services Ratio 1,452         534            900             2,886         50.3        18.5        31.2         100.0      

Chief Underwriter Premiums Written - With Exception 1,333         -                 1,394          2,727         48.9        -          51.1         100.0      

Market Research Weighted Average - Projects 1,524         -                 882             2,406         63.4        -          36.7         100.0      

Marketing  Communication Corporate Shared Services Ratio - 

With Exception

997            328            717             2,042         48.8        16.1        35.1         100.0      

Garage & Fleet Weighted Average - FTE 1,096         36              791             1,922         57.0        1.9          41.1         100.0      

Customer Accounting Weighted Average - Transactions 672            796            301             1,769         38.0        45.0        17.0         100.0      

Optional Coverage (Autoplan) Directly attributable to Optional -                  -                 1,471          1,471         -          -          100.0       100.0      

ADP Technical Premiums Written 696            -                 569             1,265         55.0        -          45.0         100.0      

Internet Services Premiums Written 557            -                 456             1,013         55.0        -          45.0         100.0      

Insurance Corporate Cost Finance Shared Services Ratio, 

modified by Commission Decision

498            -                 498             995            50.0        -          50.0         100.0      

Product Research Premiums Written 502            -                 411             913            55.0        -          45.0         100.0      

Premium Financing Plan 

Operations

Premiums Written 423            -                 346             770            55.0        -          45.0         100.0      

Specialty Lic & Ins Weighted Average - Special 

Coverages

-                  597            -                   597            -          100.0      -           100.0      

67,358       3,567                 54,993      125,918 53.5        2.8          43.7         100.0      

67,358       -                         54,993 122,351    55.1        -          44.9         100.0      

1
 Insurance Basic Projects do not appear in the 2019/20 Cost Allocation Tables, as there were no such projects in this period.

2
 Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages.  For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
3
 Rounding may affect totals and allocation percentages.

Total Insurance Services Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives

Operating Costs - Insurance 

Services 
1 Allocator

($000s) 
3

Allocation % 
3

Insurance Services Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives Using Financial Statement View 
2

Basic

insurance

Non-

insurance

Optional

insurance Total

Basic

insurance

Non-

insurance

Optional

insurance Total

Registration and Licensing Directly attributable to Non-insurance -                10,295     -               10,295     -             100.0         -             100.0          

ISD Non-insurance Vehicle Application Directly attributable to Non-insurance -                1,357       -               1,357       -             100.0         -             100.0          

Non-insurance Corporate Cost Directly attributable to Non-insurance -                522           -               522          -             100.0         -             100.0          

Non-insurance Project Expense Directly attributable to Non-insurance -                216           -               216          -             100.0         -             100.0          

-                12,390     -               12,390     -             100.0         -             100.0          

-                -                -               -                -             -             -             -              

1 
Used to calculate Basic percentage, see Figure 7J.8 describing Year to Year Basic Insurance Allocation Percentages. For Non-insurance, see Summary of Total Corporate Operating

Expenses Excluding ACE, RAAP, TP, and Cost Recoverable Government Initiatives.
2 

Rounding may affect totals and allocation percentages.

Administrative - Non-insurance Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives Using Financial Statement View 
1

($000s) 
2

Allocation % 
2

Total Non-insurance Excluding ACE, RAAP, TP, and Cost Recoverable 

Government Initiatives.

Operating Costs Administrative 

- Non-insurance
Allocator
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Summary of Total Corporate Operating Expenses Excluding ACE, RAAP, TP, and Cost 

Recoverable Government Initiatives 

 

 

Basic

insurance

Non-

insurance 
1

Optional

insurance
Total

Basic

insurance

Non-

insurance

Optional

insurance
Total

Claims Services see Claims Services 265,374     -                      133,537     398,911    66.5            -              33.5            100.0          

Road Safety and Loss 

Management (RSLM)

see Road Safety and Loss 

Management (RSLM)
48,331       -                      7,481         55,811      86.6            -              13.4            100.0          

Administration and Other see Administration and Other 64,725       -                      66,978       131,702    49.1            -              50.9            100.0          

Insurance Services see Insurance Services 67,358       -                      54,993       122,351    55.1            -              44.9            100.0          

Non-insurance Operations,  

Administration and Other
see Administration and Other -                  18,006            -                  18,006      -              100.0          -              100.0          

Non-insurance Operations,  

Insurance Services
see Insurance Services -                  3,567              -                  3,567         -              100.0          -              100.0          

Non-insurance Operations, 

Administrative - Non-insurance
see Administrative - Non-insurance -                  12,390            -                  12,390      -              100.0          -              100.0          

Non-insurance Operations, 

Driver Licensing 
-                  75,712            -                  75,712      -              100.0          -              100.0          

445,786     109,676         262,988     818,450                 54.5              13.4              32.1 100.0          

1
 General Expenses - Non-insurance.

2
 Rounding may affect totals and allocation percentages.

($000s) 
2

Allocation % 
2

 Total Corporate Operating Expenses Excluding ACE, RAAP, TP, 

and Cost Recoverable Government Initiatives 

Corporate Operating Expenses Excluding ACE, RAAP, TP, and 

Cost Recoverable Government Initiatives
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A INTRODUCTION 

1. As a Crown corporation, the Insurance Corporation of British Columbia (ICBC) is 

mandated to undertake various initiatives on behalf of Government.  Some of these 

government initiatives are funded on a cost-recovery basis, while others are funded by Basic 

insurance premiums pursuant to Special Direction IC2 to the BC Utilities Commission,  

BC Regulation 307/2004, as amended (Special Direction IC2).1  In the September 2009 

Amended Application for a Streamlined Regulatory Process, ICBC committed to provide 

additional reporting on government initiatives, which the British Columbia Utilities 

Commission (BCUC) approved in the April 2010 Decision on the Streamlined Regulatory 

Process (Order G-65-10).  In the May 16, 2017 Decision on Other Matters in the 2016 

Revenue Requirements Application (Order G-71-17), the BCUC accepted ICBC’s proposal to 

continue annual reporting of government initiatives as a chapter in each revenue 

requirements application (RRA).  For the 2021 RRA, and as previously discussed, the 

equivalent content regarding government initiatives is now included as part of a series of 

appendices to Chapter 7, Compliance Reporting. 

2. The government initiatives to which the reporting applies are: 

 New programs as identified in the Addendum to the Service Agreement between ICBC 

and Government (Service Agreement Addendum) that ICBC undertakes on behalf of 

Government.2 

 Changes in the funding formula in an amended and updated Traffic and Road Safety 

Law Enforcement Funding Memorandum of Understanding (Road Safety MOU).3 

 One-off items that fall outside the Service Agreement Addendum and outside the Road 

Safety MOU and as supported by a government directive. 

3. The Service Agreement Addendum is provided as Attachment 7J.1, and the Appendices 

to the Service Agreement (Agreement Appendices) are provided as Attachment 7J.2 of this 

report.  The Service Agreement Addendum covers a 2-year period as the BCUC exempted 

ICBC from filing for a general rate change order and associated reporting requirements for 

                                                           
1 Special Direction IC2, sections 3(1)(c)(i), (ii), 3(1)(g), and 3(4). 
2 The Service Agreement is an agreement between ICBC and Government with an effective date of 
September 1, 2003 and revised on December 31, 2006 pursuant to amendments to the Insurance Corporation Act 
passed in 2003.  This agreement documents the Non-insurance services that ICBC will deliver on behalf of 
Government.  The Addendum to the Service Agreement and the Appendices to the Service Agreement are normally 
updated annually.  The Addendum to the Service Agreement documents any actual or proposed changes in service 
or service delivery that will substantially change the cost of delivering Non-insurance services that have not been 
previously identified while the Appendices to the Service Agreement document existing and new services. 
3 At the time of Order G-65-10, the Road Safety MOU was based on a funding formula (i.e., a percentage of Basic 

premiums written).  It is now based on a stated amount of funding. 
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fiscal year 2019/2020.  Section B of this report provides an update on the new government 

initiatives identified in the Service Agreement Addendum.  The new Road Safety MOU, 

including funding changes, is discussed in Appendix 7B, Road Safety, with the amended and 

extended Road Safety MOU provided as Attachment 7B.1 to that Appendix.  Appendix 7B, 

Section F.1 describes Road Safety initiatives and their funding. 

4. As discussed below, all government initiatives underway at ICBC are funded through 

the established funding framework by the responsible agencies involved, unless those 

priorities are still under development, in which case ICBC will work with the responsible 

agency to identify costs and finalize a funding arrangement. 

B NEW GOVERNMENT INITIATIVES IDENTIFIED IN THE 
ADDENDUM TO THE SERVICE AGREEMENT 

5. Funding for the development and ongoing operating expenses of government 

initiatives follows a funding framework, and the costs may be handled in different ways.  Costs 

of initiatives may be recovered from Government, including other government entities, or 

from user fees with no impact to Basic insurance rates.  If there are quantifiable potential 

operational or claims savings to ICBC, or if there is a government directive that directs ICBC 

to bear costs, all or part of the initiative may be funded by Basic insurance premiums.  The 

initiatives discussed in the paragraphs below are new to the Service Agreement Addendum. 

6. The recent increasing trend in annual motorcycle crash fatalities in the province has 

prompted Government, through RoadSafetyBC, to engage ICBC to consider possible changes 

to BC’s Graduated Licensing Program for Motorcyclists (GLP-M).  Emerging best practices in 

other jurisdictions include mandatory rider training for learner motorcyclists, personal 

protective equipment (gear) requirements, and increased rider restrictions, among other 

factors.  ICBC will continue to engage with Government on ways to improve road safety 

outcomes for BC’s rider population, including discussions on any potential changes to BC’s 

GLP-M. 

7. ICBC has been working with Government to support the introduction of a mandatory 

entry-level training (MELT) program for applicants of a BC Class 1 driver’s licence, similar to 

programs recently introduced in other provinces and consistent with recommendations in the 

BC Auditor General’s 2018 commercial vehicle safety report.  After successful consultations 

with the driver training and truck transport industry, Government introduced legislative 

amendments to the Motor Vehicle Act, which were passed on August 14, 2020 (Bill 2: Motor 
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Vehicle Amendment Act, 2020).  ICBC is continuing discussions with Government to support 

development of a BC Class 1 MELT program following the recent provincial election. 

8. ICBC has been asked by Government to provide information to support a data sharing 

expansion project for Elections BC.  The project will allow for the development of a more 

comprehensive voters list and enable the establishment of a pre-voters list.  The pre-voters 

list will contain data on future voters who are currently 16 or 17 years old.  All associated 

costs for this initiative will be funded by Elections BC. 

9. With the recent decision by Government to decommission its mainframe, Government 

requested ICBC to collaborate with the Ministry of Attorney General in determining the work 

required for the planning and design of a solution.  Further information on scope, costs, and 

funding for this project will be provided once they are determined. 

10. Government, through the Ministry of Transportation and Infrastructure (MoTI), is 

currently in the process of replacing its existing mainframe data exchange services.  ICBC’s 

assistance has been requested to help develop new services to retrieve ICBC data and verify 

driver licence and vehicle information.  Costs for this initiative will be borne by MoTI. 

C UPDATES ON OTHER GOVERNMENT INITIATIVES  

11. Changes in the Intersection Safety Camera (ISC) program are also included in the 

Service Agreement Addendum.  Changes include both the increased red light camera 

activation to 100% activation, as well as automated speed enforcement under the existing 

program.  As a further addition, the capability to accept online payment for ISC tickets was 

added in October 2019.  Funding for these changes, including costs related to the purchase 

and installation of new cameras and backend system changes for speed enforcement, were 

paid by the Ministry of Public Safety and Solicitor General (MPSSG).  MPSSG is also paying 

for ongoing incremental costs for processing violation tickets and related activities. 

12. In February 2017, ICBC and RoadSafetyBC signed a Memorandum of Agreement 

(MOA) regarding the Road Safety Initiative (phase 1) Project (Project).  Under the Project 

MOA, ICBC agreed to provide services to enable eTicketing and online ticket payments.  The 

pilot for eTicketing and online payments went live on March 5, 2018 for Motor Vehicle Act and 

Motor Vehicle Act Regulations violations.  The pilot was followed with a gradual full provincial 

rollout to the RCMP and municipal police organizations in BC.  The Project costs were funded 

by MPSSG in accordance with the project MOA.  Ongoing operational and sustainment costs 
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are funded through an Operational Memorandum of Agreement (Operational MOA) effective 

October 1, 2019.  Changes and costs that are not covered by the Operational MOA will be 

managed by the Shared Priorities process used to manage the intake of all new Government 

changes. 

13. The Federal Government legalized non-medical cannabis on October 17, 2018.  

Accordingly, ICBC made the necessary systems updates to include: the three new Criminal 

Code of Canada (CCC) offences for drug-impaired driving, changes to the BC Motor Vehicle 

Act associated with the Motor Vehicle Amendment Act, 2018, and the new violations tickets 

under BC’s Cannabis Control and Licensing Act.  ICBC also implemented and communicated 

related changes to restrictions for Graduated Licensing Program (GLP) drivers, and supported 

RoadSafetyBC’s changes to 24-hour prohibitions.  Additionally, ICBC completed system 

changes to support RoadSafetyBC’s introduction of Administrative Driving Prohibitions for 

drug-affected, and drug and alcohol-affected (combined) driving.  Due to the new offences 

and regulations, ICBC has seen an overall increase in the volume of violation tickets being 

processed.  Final costs and funding related to cannabis legalization are covered by MPSSG 

through a Memorandum of Understanding (MOU) with ICBC. 

14. As of March 2020, upon direction from the Family Maintenance Enforcement Program, 

ICBC will cancel the driver’s licence of those individuals who have family maintenance arrears.  

This initiative is operated on a cost recovery basis through an MOU with Government. 

15. ICBC worked with Government to develop and adopt consistent provincial naming 

standards that would enable flexibility in the allowable customer names displayed, and allow 

application of these standards to all photo identification cards issued by ICBC (BC Driver’s 

Licence, BC Identification Card, and photo BC Services card).  This initiative is now complete 

with no associated costs to ICBC. 

16. On November 1, 2018, Government announced an additional non-binary gender 

marker (Gender X) to reflect gender inclusivity on key identification documents, including the 

BC Driver’s Licence, BC Identification Card, and photo BC Services Card.  ICBC worked with 

the necessary stakeholders and suppliers to ensure a seamless experience for customers 

requesting such documents.  These changes were made without the need for any funding 

support. 
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17. In November 2018, the legacy Administrative Driving Prohibitions and Vehicle 

Impoundment (ADP/VI) System was replaced by the Vehicle Impoundment System (VIPS), 

and transferred from ICBC to Government.  Project costs were fully funded by RoadSafetyBC. 

18. Lastly, with the removal of tolls for the Port Mann and Golden Ears Bridges in 

September 2017, ICBC, upon direction from the Transportation Investment Corporation and 

TransLink, discontinued refusing to issue actions for vehicle and driver’s licences for excessive 

toll debt.  There were no cost implications for this decision. 

D CONCLUSION 

19. ICBC submits that through the information provided in this report along with the 

associated attachments, and by providing the amended and extended Road Safety MOU in 

Appendix 7B, ICBC has met its commitments to provide reporting on government initiatives.  

This report also provides the necessary transparency regarding ICBC’s involvement in 

government initiatives and their funding. 
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Service Agreement Addendum 

Changes in Costs and Services to March 31, 2020 
 
I. Introduction 
 

1. Section 11.3 of the Service Agreement between ICBC and the Ministry of Public Safety 
and Solicitor General dated September 1, 2003 and revised on December 31, 2006 
requires that an addendum be prepared that identifies any actual or proposed change in 
service or service delivery that: 
a) has or will add to or reduce substantially the cost of delivering non-insurance 

services; and, 

b) has not been identified in any previous Addendum. 
 

2. Addendums were prepared for all previous years up to and including 2018 with updates 
to the Appendices to the Service Agreement submitted to the British Columbia Utilities 
Commission (the Regulator).  In December 2019, government delayed ICBC’s rate 
application and then in February of 2020 government exempted ICBC from filing for a 
general rate change order and associated reporting requirements for the upcoming 
policy year of 2019/20.  Therefore, in 2019 there was no Addendum prepared nor were 
there updates to the Appendices.  This Addendum and update to the Appendices to the 
Service Agreement cover the period from April 1, 2018 through to March 31, 2020. 

 
3. Section 3(1)(c)(i) of the Special Direction IC2 requires that the Regulator, in exercising its 

powers and functions, must fix rates for basic insurance after taking into account ICBC’s 
costs in that year for services it provides on behalf of the provincial government, 
including vehicle licensing, driver licensing and other activities in accordance with the 
Service Agreement, including its amendments. 
 

4. The attached “Appendices to the Service Agreement”, revised to March 31, 2020, 
incorporates changes in services on a cumulative basis since the Service Agreement was 
signed in 2003.  
 

II. Actual Substantial Changes in Service or Delivery since April 1, 2018  

Minor operational changes throughout the period from April 1, 2018 through to March 31, 
2020 are shown in the revised Appendices to the Service Agreement.  The following substantial 
changes in service or delivery were made during the 2018/19 and 2019/20 fiscal years: 
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Initiative Estimated Costs 

Expansion of Intersection Safety Camera Program 
(ISC).  Expanded the current ISC program to 100% 
activation and provide for certain cameras to target 
high-risk speeders.  Added capability of accepting 
online payment for ISC tickets in October 2019. 

By way of Letters of Agreement, 
the project costs, including the 
purchase and installation of new 
camera technology and backend 
system changes for speed 
enforcement at some sites, were 
paid by the Ministry of Public 
Safety and Solicitor General 
(MPSSG). Ongoing incremental 
operating costs related to 
processing of red light and speed 
violation tickets and related 
activities including quality 
assurance, reporting, process 
serving and evidentiary support 
activities are funded entirely by 
MPSSG. 

Road Safety Initiative.  In 2018, e-Ticketing pilot 
limited roll-out with ICBC supporting systems and 
processing for eTickets and online payments.  
eTicketing for Motor Vehicle Act and Motor Vehicle Act 
Regulations violations operationalized in June 2019 
with gradual rollout to the RCMP and municipal police 
organizations in BC.  ICBC continues to be a partner in 
the Provincial eTicketing and Online Payment Programs 
and will continue to provide ongoing operational 
support. 

Project costs were funded through 
a Project Memorandum of 
Agreement (MOA) with the 
Ministry of Public Safety and 
Solicitor General.  Ongoing 
operational costs are funded 
through an Operational 
Memorandum of Agreement any 
additional changes and costs will 
be managed by the Shared 
Priorities process. 

Family Maintenance Enforcement Program (FMEP). As 
of March 2020, upon direction of FMEP, ICBC to cancel 
driver’s licence for non-payment of maintenance. 

Operated on cost-recovery basis 
through a Memorandum of 
Understanding (MOU) with the 
Ministry of Attorney General. 
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BC Photo ID Name Mismatch. Developed and adopted 
provincial naming standards to apply to government 
issued photo ID cards, including BC Services Card.  

Policy solutions were developed for customers with 
mononyms, punctuation marks in their names, and 
those whose name is truncated in their foundation 
document. 

Completed.  No associated costs. 

BC Services Card and Driver Licence Gender 
Display.  In cooperation with Service Card partners, 
operational changes were implemented in November 
2018 to provide for a manual “X” gender solution for 
BC Services cards, BC Drivers Licences and BC 
Identification cards for British Columbians who do not 
identify as male or female. 

These changes were made without 
the need for any funding support. 

Administrative Driving Prohibitions & Vehicle 
Impoundment (ADP/VI) System. In a collaborative 
project between ICBC and RoadSafetyBC, the legacy 
ADP/VI system was rebuilt, modernized and repatriated 
to government as the Vehicle Impoundment and 
Prohibition System (VIPS) in November 2018.   

Project costs were funded by the 
Ministry of Public Safety and 
Solicitor General.  

There were no new operational 
costs identified.  

Bridge Toll – Refuse-to-Issue for Excessive Debt 

Tolls for the Port Mann Bridge and Golden Ears Bridge 
were removed on September 1, 2017.  Upon direction of 
the Transportation Investment Corporation and 
TransLink, ICBC discontinued refusing to issue actions for 
vehicle and driver’s licences for excessive toll debt.   

No associated costs. 

Bill C46 – Legalizing cannabis and provincial 
administrative sanctions. Changes provided for new 
offences and regulations relating to the legalization of 
cannabis, which has the potential to increase the 
overall volume of violation tickets processed by ICBC.  

Memorandum of Understanding 
with Ministry of Public Safety and 
Solicitor General for ongoing Bill 
C46 costs to ICBC. 
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Drugs & Driving Initiative [Federal Bill C-46 2018; BC 
Bill 17 (2018) & Bill 14 (2010)].  Developed and 
implemented changes related to Bill C-46, which 
received Royal Assent in June 2018, creating three new 
criminal diving offences of being at or over a blood-
drug concentration (BDC) level within two hours of 
driving. In response to these changes to the Criminal 
Code, the Province of British Columbia introduced 
related changes to the Motor Vehicle Amendment Act 
(Bill 17) which received Royal Assent on May 17, 2018.  
These changes were as follows: 

- Zero tolerance for presence of drugs for GLP 
drivers. (October 17, 2018) 

- Review for 24-hour prohibitions – drugs.  Bringing 
into force amendments from Bill 14 (2010) that 
would provide an administrative review process 
to drivers served prohibitions under s. 215 (3) 
(drug-affected driving). (October 17, 2018) 

- Administrative Driving Prohibition (ADP) for drug-
affected driving and drug and alcohol-affected 
(combined) driving. (July 2019) 

Completed.  Project costs were 
funded through a Project 
Memorandum of Agreement 
(MOA) with the Ministry of Public 
Safety and Solicitor 
General.  Ongoing operational 
costs are funded through an 
Operational Memorandum of 
Agreement. 

 

III. Proposed Substantial Changes in Service or Delivery 

The following substantial items are currently being developed or are under discussion with the 
provincial government.  Completed initiatives that resulted in costs and/or changes to services 
delivered by ICBC after March 31, 2020 will be included in section II of the next Addendum 
update covering the next fiscal period. 

Initiative Estimated Costs 

Graduated Licensing Program for Motorcycles (GLP-
M).  Support the policy development of a Graduated 
Licensing Program for motorcycles (GLPM) 

Scope, costs and funding 
mechanisms to be determined. 

Mandatory Entry Level Training (MELT).  Develop and 
implement Mandatory Entry Level Training (MELT) for 
commercial drivers. 

Scope, costs and funding 
mechanisms to be determined. 
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Initiative Estimated Costs 

Elections BC Voters List.  Support a data sharing 
expansion for Elections BC to support a more 
comprehensive voter list and to enable the 
establishment of a pre-voters list. 

Project costs will be funded by 
Elections BC. 

Decommission Government’s Mainframe.  Assist the 
Ministry of Attorney General in determining the work 
required for the planning and design of a solution to 
government’s decision to decommission its mainframe. 

Scope, costs and funding 
mechanisms to be determined. 

Modernization of Passenger Directed Transportation.  
Support the replacement of existing mainframe data 
exchange services required by the Ministry of 
Transportation and Infrastructure with new services to 
retrieve ICBC data and verify driver licence and vehicle 
information. 

All costs funded by the Ministry of 
Transportation and Infrastructure. 

 

 

 

 

 

Richard Fyfe      Nicolas Jimenez  
Deputy Attorney General,     President and CEO,  
Ministry of Attorney General    ICBC 
 
Date:       Date:   November 17, 2020November 19, 2020
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APPENDIX A:  

VEHICLE RELATED SERVICES  

A1 INTRODUCTION 

 Section 3 of the Motor Vehicle Act (MVA) requires that unless exempt, a motor vehicle 

or trailer must be registered, licensed and insured before it is operated on public 

roadways.  In addition to providing the minimum required universal compulsory 

automobile insurance and optional insurance coverage, ICBC has the legislated 

mandate to act as the Province’s vehicle registration and licensing authority. As part of 

this role, ICBC strives to ensure and promote consumer protection and road safety in 

regards to the registration and licensing of vehicles. 

 A network of Autoplan insurance and Service BC agents acting in the name of ICBC 

provide vehicle registration and licensing services to the motoring public. ICBC 

provides technical and operational support to these agents. 

 

A2 VEHICLE REGISTRATION  

 A vehicle cannot be licensed or insured without first being registered with ICBC.  

Vehicle registration involves the collection and recording of owner and vehicle 

identification information, such as the owner’s name and address, and a vehicle’s year 

of manufacture, make, model, colour, and vehicle identification number (VIN).  In 

establishing a registration record, ICBC representatives must satisfy themselves as to a 

vehicle’s true identification and ownership. This is often achieved by physically 

inspecting a vehicle to confirm its VIN and ensuring that complete ownership 

documentation is presented. Table A.1 summarizes the vehicle registration services 

provided by ICBC. 

 The existence of vehicle registration information benefits many parties, including 

vehicle owners, prospective purchasers, insurers, financial institutions, policing 

authorities, and Government. Having vehicle identification and ownership information 

centrally recorded and readily accessible establishes a reasonable level of certainty 

regarding ownership for the owner of record, any prospective buyer, and insurance 

companies.  This information is also important in increasing the reliability of the private 

property lien registry and improves financial institutions’ ability to secure personal 

loans to their customers. Also, the registration records provide policing authorities with 

a valuable tool used for vehicle and owner identification in traffic enforcement, 

violation ticket administration, investigation of crimes, and facilitating the issuance of 

vehicle safety recall notices.  

 The requirement to register vehicles and update the ownership records, such as when a 

vehicle is purchased, provides Government with significant revenues.  These revenues 

are derived from the collection of established registration-related fees and the 

provincial sales taxes required to be paid whenever a vehicle is purchased.  
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TABLE A.1 

VEHICLE REGISTRATION SERVICES 

Service Description of Service Relevant Authority Classification 

of Service* 

Vehicle 

Registration 

 

 Creation of a record of vehicle 

ownership and description for each 

vehicle to be operated on provincial 

roadways.  

 Registration records are updated 

upon change of ownership, and 

customer notification of name and/or 

address change, or upon vehicle 

branding (salvage or irreparable). 

 Ensures that applicable provincial 

sales taxes are paid upon registration.  

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

Prime 

Off-Road 

Vehicle Registry 

Administration 

 ICBC maintains an ownership 

registry for all wheeled ORVs and 

snowmobiles in B.C. whether they 

operate on roadways or not. 

 Service is now provided by Autoplan 

brokers (as of Nov 2014) and 

expanded from snowmobiles to 

include all ORVs.  As of Nov 16, 

2014, DLOs no longer register 

vehicles. 

 ICBC issues a number plate or 

number sticker (as of Nov 2015) as 

proof of registration, which is, 

effective Nov 1, 2015, a mandatory 

requirement for ORV operation on 

Crown land. 

 Off Road Vehicle Act 

and Regulation. 

Prime 

B.C. Assigned 

VIN Program 
 Whenever a vehicle’s primary 

vehicle identifier, the VIN, becomes 

damaged or otherwise requires 

replacement, a new VIN is created 

for the vehicle.  The B.C. Assigned 

VIN is attached to the vehicle and the 

vehicle ownership records are 

updated. 

 Also issued as a unique identifier for 

newly constructed vehicles, which 

may not conform to federal 

standards, such as a u-built vehicle. 

 Motor Vehicle Act 

and Regulations 

 Off-Road Vehicle Act 

and Regulation. 

Prime 

* See Section 7.2 of the Service Agreement for a definition of the classifications of service. 

 

A3 VEHICLE LICENSING 

 Even though a vehicle is registered with ICBC, it cannot legally be operated on 

provincial roadways until it is licensed and insured.  The licensing of a vehicle is 
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essentially synonymous with the granting of permission to operate a vehicle on a 

roadway accessible to the public.  Unlike vehicle registration, which is a “one-time” 

transaction (unless some element of the record requires updating), licences can only be 

issued for periods of up to twelve months.  Table A.2 summarizes the vehicle licensing 

services provided by ICBC. 

 The Vehicle Licensing program fulfills the following objectives: 

- Ensures that any applicable insurance, safety inspection, National Safety Code, 

or Passenger Transportation requirements are satisfied before a vehicle is 

operated on a roadway; 

- Establishes safety-related operational limitations on certain vehicles based on 

intended use or vehicle design; 

- Provides a readily visible means of vehicle and owner identification through the 

use of licence plates linked to the registration records; and  

- Provides a significant source of revenue through the collection of annual licence 

fees. 
 

TABLE A.2 

VEHICLE LICENSING SERVICES 

Service Description of Service Relevant Authority Classification 

of Service 

Vehicle 

Licensing 

 

 Determination of a vehicle’s 

eligibility for licensed on-road 

operation and type of vehicle licence. 

 Issuance of an appropriate licence 

plate, annual validation decal, and 

documentation.  

 Transferring of plates from one 

vehicle to another. 

 Replacing vehicle registration, 

licensing and insurance certificates. 

 Administration, manufacturing, 

storage, and distribution of licence 

plates and companion validation 

decals as proof of licence and 

insurance. 

 Collection of provincial offence 

fines. 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

 Canadian Agreement 

on Vehicle 

Registration 

 International 

Registration Plan 

Prime 

Specialised 

Licensing 

Frameworks  

 Administration of specialised 

registration and licensing programs 

for Consular vehicles, and Collector, 

Modified Collector, Multi-Collector 

and Antique vehicles.  

 Administration of specialised 

licensing programs based on special 

agreements, and the needs of vehicle 

manufacturers, dealers, repairers, and 

transporters. 

 Administration of licensing for 

limited on-road operation of farm, 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

 Off-Road Vehicle Act 

and Regulations 

 

Prime 
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Service Description of Service Relevant Authority Classification 

of Service 

industrial, off-road vehicles, and non-

conforming vehicles.  

 Issuance of special licence plates, 

including BC Parks plates, Veteran’s 

Plates, and Memorial Cross plates. 

 Administration of the Personalized 

Number Plates program. 

Inter-

jurisdictional  

Licensing 

Agreements and 

Financial 

Responsibility 

for Commercial 

Vehicles 

 Administration of inter-jurisdictional 

licensing agreements. 

 Billing, collection, and remission of 

licensing revenues to B.C. and other 

provincial and state authorities. 

 Administration of the provincial 

requirements for financial 

responsibility obligations for 

commercial vehicles and out-of-

province students vehicles entering 

B.C. 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

 Canadian Agreement 

on Vehicle 

Registration 

 International 

Registration Plan  

Prime 

Temporary 

operating 

permits 

 Determination of vehicle owner or 

operator eligibility for temporary 

operation permit. 

 Issuance of permit and windshield 

decal. 

 Motor Vehicle Act 

and Regulations 

Prime 

A4 OTHER SERVICES 

 Table A.3 lists the other services provided by ICBC that support the Vehicle 

Registration and Licensing functions. Some of these services also provide 

complementary benefits to government agencies. 

TABLE A.3 

OTHER SERVICES 

Service Description of Service Relevant Authority Classification 

of Service 

Vehicle Data 

Management 
 Provision and maintenance of the 

computers and associated software 

used to capture, store, and access 

vehicle and ownership related data. 

 Implementation of any systems 

modifications required as a result of 

legislative, regulatory, or business 

initiated changes. 

 Providing registration data for 

parking lot enforcement, automated 

licence plate readers by law 

enforcement, and consumer 

protection purposes. 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

 Off-Road Vehicle Act 

and Regulations 

 

Prime 
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Service Description of Service Relevant Authority Classification 

of Service 

Policy 

Development 

and 

Implementation 

 Works in partnership with 

government to respond to internal and 

external proposals for changes. 

 Works in partnership with 

government to develop regulatory and 

legislative changes and lead them 

through the approval processes. 

 Business policy and process change 

and implementation to comply with 

legislative / regulatory change and to 

improve operational efficiency. 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

 International 

Registration Plan 

 Canadian Agreement 

on Vehicle 

Registration  

Prime 

Vehicle and 

Ownership 

Information 

Searches 

 Conducted for vehicle owners, 

governments, policing authorities, 

and other parties. 

 Motor Vehicle Act 

and Regulations 

 Off-Road Vehicle Act 

and Regulations 

 Motor Vehicle (All 

Terrain) Act and 

Regulations 

Prime and 

Administrative 

Representation 

on Inter-

jurisdictional 

Bodies 

 Supports the Superintendent of Motor 

Vehicles as the voting member of 

B.C. on the CCMTA Board. 

 Co-represents B.C. on the CCMTA 

Drivers and Vehicles standing 

committee, is the voting member for 

B.C. on the International Registration 

Plan, the B.C. administrator for 

CAVR, and represents B.C. on 

vehicle matters and acts as the voting 

member with AAMVA.  

 

 

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations  

 Canadian Agreement 

on Vehicle 

Registration 

(CAVR)  

 International 

Registration Plan  

 Canadian Council of 

Motor Transport 

Administrators  

(CCMTA) 

 American 

Association of 

Motor Vehicle 

Administrators 

(AAMVA) 

Prime 

A5 PROGRAM RELATED INITIATIVES   

 

In addition to the functions described above, ICBC undertakes initiatives related to vehicle 

registration and licensing.  There are no new vehicle registration or vehicle licensing initiatives 

under consideration or in progress at this time.  
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APPENDIX B:  

DRIVER RELATED SERVICES  
 

B1 INTRODUCTION 

 Section 24 of the Motor Vehicle Act states that a driver must hold an appropriate class 

of B.C. licence for the vehicle that they operate on B.C. roads, the details of which are 

set out in Division 30 of the Motor Vehicle Act Regulations.  To obtain a licence a 

person must first pass a B.C. knowledge and road test or prove they passed equivalent 

tests in a recognized reciprocal jurisdiction, vision and in some cases medical screening 

and pay the prescribed fees.  New drivers have restrictions placed upon them and must 

graduate from the Graduated Licensing Program (GLP) before becoming full privilege 

drivers.  ICBC is responsible for licensing qualified drivers.  

 A person’s licence may be suspended or removed under certain prescribed 

circumstances.  Under the delegated authority of the Superintendent of Motor Vehicles, 

ICBC helps administer the driver fitness program and programs that sanction drivers 

for unacceptable driving practices, including adjudicating driving records under the 

Driver Improvement Program.  

 ICBC is also responsible for regulating the driver training industry. 

 

B2 DRIVER LICENSING 

 ICBC is responsible for the creation, delivery and funding of driver licensing programs 

and services in British Columbia.   

 Driver licences can be obtained at 19 Driver Licensing Offices, 68 Appointed Agents 

or 29 Service B.C. offices across British Columbia.  

 From the information collected at the time of licence issuance, ICBC creates a driver 

record with which it can record and track violations, outstanding debts, driving 

restrictions and other information used in the administration of a licence.  ICBC owns, 

maintains and updates the driver and client systems.  ICBC may provide updates to the 

driver and client systems on behalf of the Superintendent of Motor Vehicles. 

 A person who resides in British Columbia may apply for an identification card by 

delivering an application in a form satisfactory to ICBC.  This identification card is 

called a British Columbia Identification card (BCID).   

 Residents of B.C. may also apply at certain ICBC locations for an Enhanced Driver’s 

Licence or Enhanced Identification card, which serve as alternatives to the passport for 

individuals traveling to the U.S. by land and sea. 

 Effective February 2013, ICBC provides key services as a partner with the Ministry of 

Health and Ministry of Citizens’ Services in the provincial government B.C. Services 

Card (BCSC) program, related to identity proofing and card production of combination 

BCSC driver’s licences and standalone photo BCSC identity cards for the majority of 

B.C. residents. 
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 On March 1, 2016, ICBC delivered a BC Transplant pilot program (where customers 

are prompted to register their decision on organ donation at the time of DL renewal) to 

increase organ donation. The successful pilot project resulted in ICBC receiving 

endorsement by government to roll out the Organ Donation Registry across the 

remaining 14 ICBC driver licensing offices February 19, 2017. Based on the results of 

the pilot, ICBC supported full implementation with little to no operational impact to 

the corporation. 

 Table B.1 summarizes Driver Licensing Services provided by ICBC.  

TABLE B.1 

DRIVER LICENSING SERVICES 

Service Description of Service Relevant 

Authority 

Classification of 

Service 

Issues Driver 

Licences / 

BCID Cards/  

 

 Issues and renews driver licences 

(including combination driver licence 

and BCSC), and BCID, including 

processing licence applications and 

eligibility; verifying the person’s 

identity; assessing accuracy and 

validity of forms and information 

submitted. 

 Issues and renews, at certain 

locations, B.C. Enhanced Driver’s 

Licences / Enhanced ID cards, 

including advanced screening 

processes, to ensure federal and U.S. 

requirements are met.  

 Maintains driver licensing model, 

including application requirements, 

licensing restrictions and 

classifications, according to 

legislation and in line with other 

Canadian jurisdictions.  

 Sets driver testing standards and 

administers driver tests.  

 Researches, develops, implements, 

supports and evaluates new driver 

licensing programs / initiatives 

towards improving road safety and 

customer experience. 

 Manages BCDL, BCSC, BCID, and 

EDL/EIC card production contracts. 

 Evaluates, recommends and 

implements new driver licence 

arrangements with other licensing 

jurisdictions. 

 Executes awareness of BC Transplant 

program to increase organ donation. 

 Motor Vehicle 

Act and 

Regulations 

 Medical and 

Health Care 

Services 

Regulation 

 Freedom of 

Information and 

Protection of 

Privacy Act  

 

Prime 

Supports BC 

Service Cards 

 

 Provides key services as a partner in 

the provincial government B.C. 

Services Card initiative related to 

 Medical and 

Health Care 

Delegated and/or 

Administrative  
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Service Description of Service Relevant 

Authority 

Classification of 

Service 

identity proofing, residency, card 

production and point of service for 

application and issuance of the photo 

BCSC. 

Services 

Regulation 

 Freedom of 

Information and 

Protection of 

Privacy Act  

Support 

Services for 

Driver 

Licensing 

Function  

 Maintains driver records to ensure 

they are accurate and comply with 

policy, delegations and directives 

from the Superintendent of Motor 

vehicles, and legislation. 

 Publishes and maintains driving 

guides and information brochures and 

information online at ICBC.com. 

 Investigates driver licensing fraud. 

 Produces evidentiary packages for 

courts.  

 Provides driver abstracts/records for 

varying uses, including to support the 

National Safety Code. 

 Pre-screens for commercial licence 

applicants.  

 Participates in inter-jurisdictional 

committees for driver programs. 

 Bills, collects and remits licensing 

revenues to the provincial 

government. 

 Administers licence cancellation, 

refuse to issue, short term licence, 

prohibitions and suspensions, 

collection of driver licence fines for 

motor vehicle and related debt.  

 Supports appointed agents and 

Service B.C. agents that deliver 

driver licensing services on ICBC’s 

behalf. 

 Maintains call center to provide 

customer services and information by 

phone. 

 Motor Vehicle Act 

and Regulations 

 National Safety 

Code 

Prime 

 

 

B3 DRIVER RELATED SUPPORT TO RoadSafetyBC  

 The Superintendent of Motor Vehicles is responsible for a variety of programs that help 

ensure that persons unfit to drive and persons with unsatisfactory driving records are 

not permitted to drive. Under delegated authority from the Superintendent, ICBC helps 

administer these programs.  Details of ICBC’s role are provided in Table B.2. 
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TABLE B.2 

SUPPORT to RoadSafetyBC*  

(*formerly the Office of the Superintendent of Motor Vehicles (OSMV)) 

Service Description of Service Relevant 

Authority 

Classific

ation of 

Service 

Driver 

Improvement 

Program and 

Remedial 

Programs, 

Ignition 

Interlock 

Program (IIP), 

Responsible 

Driver 

Program 

(RDP). 

 Reviews and adjudicates driving records based on 

RoadSafetyBC-developed directives and guidelines.  

 Takes appropriate action such as a driver prohibition. 

 Manages communications with drivers concerning 

the Driver Improvement Program (e.g. warning, 

probation and prohibition letters). 

 Confirms acceptable acknowledgement and receipt 

of a prohibition / suspension from a driver and 

records the information on the system. 

 Reviews driving submissions on prohibitions of three 

months or less. 

 Reviews submissions from drivers who are sent an 

intent to prohibit of any length of term.  

 Processes certified extracts for court purposes.  

 Processes suspensions by adding them to the driving 

record and adjudicating the record for a further 

prohibition. 

 Processes Criminal Code of Canada convictions by 

adding them to the driving record. 

 Provides support to the IIP and RDP (e.g. updating 

DLs).   

 Motor 

Vehicle Act 

and 

Regulations 

 Delegated 

authority 

from  the 

Superintend-

ent of Motor 

Vehicles 

Delegated 

and/or 

Administ

rative  

Driver Fitness 

Program/Enha

nced Road 

Assessments 

(ERA) 

 

 Conducts vision screening and issues driver medical 

forms on behalf of the Superintendent. 

 Issues medical notices to drivers (under set 

guidelines and delegation from RoadSafetyBC), and 

sends licence cancellation notices for failing to 

comply with an ERA, medical or vision exam or 

where a driver is found by RoadSafetyBC to be 

medically unfit to drive. 

 Manages communications with drivers (e.g. re-

examination and vision screening letters). 

 Adds driving restrictions on licences resulting from 

driver testing. 

 Conducts ERA as part of a driver medical fitness 

review. 

 Motor 

Vehicle Act 

and 

Regulations 

 Delegated 

authority 

from  the 

Superintend-

ent of Motor 

Vehicles 

Delegated 

and 

Administ

rative  

Administrative 

Driving 

Prohibition 

(ADP), 

Immediate 

Roadside 

Prohibitions 

(IRP), and 

Vehicle 

 Provides administrative support to the IRP, ADP, 

Vehicle Impoundment and Unlicensed review 

processes (e.g. answering questions, scheduling 

reviews and sending letters). 

 Processes vehicle releases. 

 Collect administrative fees and reinstate licences 

 Provides court/enforcement agency with driving 

certificates (abstracts) for court on all MVA, MVAR 

and, plus all Criminal Code convictions (excluding 

 Motor 

Vehicle Act 

and 

Regulations 

 Delegated 

authority 

from  the 

Superintend-

ent of Motor 

Vehicles 

Delegated 

and 

Administ

rative  
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Service Description of Service Relevant 

Authority 

Classific

ation of 

Service 

Impoundment 

Program  

dispositions Adjudged Delinquent and Pardons) and 

prohibition / suspension record. 

 Provides administrative support with the Remedial 

Programs and IRP roadside prohibitions by 

answering questions from customers, updating driver 

records on behalf of the Superintendent, providing 

regular system downloads to RoadSafetyBC, which 

help to determine eligibility to enter the Remedial 

Programs 

 Disclosure of documents for reviews 

 Cancels and refuses to issue licences as per 

Superintendent of Motor Vehicle’s direction. 

 

 

B4 DRIVER TRAINING REGULATION 

 ICBC is responsible for administering the regulations on services provided by driver 

training schools, instructors, and agencies that train and assess their own drivers.  Table 

B.3 summarizes the functions of ICBC. 

TABLE B.3 

DRIVER TRAINING 

Service Description of Service Relevant 

Authority 

Classifi-

cation of 

Service 

Driver 

Training 

Regulation 

 Administers licensing standards for driver training 

schools and instructors as set out in provincial 

regulations. 

 Issues school and instructor licences and monitors 

compliance with standards. 

 Sanctions non-compliant schools and instructors 

through violation tickets, ICBC limited term 

sanctions, or de-licensing (subject to a show cause 

hearing conducted by the Superintendent of Motor 

Vehicles). 

 Administers and monitors curriculum standards, 

including setting curriculum and delivery standards 

for the GLP Approved Driver Education Course. 

 Administers standards and requirements for 

instructors, driver training schools and/or 

companies/agencies that are certified to deliver both 

training and testing (e.g., motorcycle skills) or 

training only where licensing privileges are granted 

(e.g., GLP approved course). 

 Motor Vehicle 

Act and 

Regulations 

 

Prime 

 

B5 DRIVER LICENSING - INITIATIVES  



 

11 
 

In addition to the functions described above, ICBC undertakes initiatives related to Driver 

Licensing.  Initiatives currently under consideration or in progress include*:  

 Support the policy development of a Graduated Licensing Program for motorcycles 

(GLP-M). 

 Develop and implement a Mandatory Entry Level Training (MELT) for 

commercial drivers. 

 Support a data sharing expansion for Elections BC to support a more 

comprehensive voter list and to enable the establishment of a pre-voters list. 

 Assist the Ministry of Attorney General in determining the work required for the 

planning and design of a solution to government’s decision to decommission its 

mainframe. 
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APPENDIX C:  

VIOLATION TICKETS AND OTHER SERVICES 

C1 VIOLATION TICKETS AND REFUSE TO ISSUE PROGRAMS 

 ICBC withholds issuance of a driver’s licence or vehicle licence where a person has 

outstanding fines payable to the Government or Crown as a result of certain violation 

tickets or prohibitions issued under various federal and provincial statutes.   

 ICBC administers all violation tickets issued in B.C.  ICBC must ensure that the tickets 

are valid and in accordance with legislation, regulations and Attorney General policy. 

 There are five categories of violation tickets ICBC deals with on behalf of the 

provincial government, and one type of Federal Contraventions Act violation ticket: 

- Driver related moving violations 

- Driver related non-moving violations 

- Intersection Safety Camera violations  

- Provincial non-driver related (e.g., wildlife, public transit, liquor control) 

- E-tickets for Motor Vehicle Act and Motor Vehicle Act Regulation violations. 

 In addition, ICBC administers the process and collects outstanding fines payable to the 

federal government under the federal Contraventions Act, (e.g., quarantine, marine, 

seaway property, national parks, environment, fisheries, wildlife, airport and 

government property, wild animal and plant trade, tobacco, radio communications and 

commercial vehicle drivers). 

 Effective 2016, ICBC accepts requests for refuse to issue from impound lot operators 

on behalf of RoadSafetyBC and withholds issuance of a driver’s licence and other 

services for unpaid debt owed to an Impound Lot Operator. 

 Table C.1 describes the functions fulfilled by ICBC. 

TABLE C.1 

VIOLATION TICKETS  

Service Description of Service Relevant Authority Classification 

of Service 

Violation 

Ticket Related 
 Processes Violation Tickets (VT), 

enters VT information into the 

contraventions system, resolves and 

identifies errors on the VT, as well as 

court interface errors. 

 Ensures the VTs processed are valid in 

accordance with legislation and 

regulations and Ministry of Justice and 

Attorney General policy. 

 Maintains the contraventions system. 

 Creates client record if none exists. 

 Cancels VTs.  

 Processes VT disputes and appeals.  

 The Assistant 

Deputy Attorney 

General (Criminal 

Justice Branch) 

gives the authority 

and directives for 

ICBC to carry out 

its responsibilities 

under the Offence 

Act and the federal 

Contraventions Act. 

 Criminal Justice 

Branch gives the 

directive for ICBC 

Administrative 
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Service Description of Service Relevant Authority Classification 

of Service 

 Prepares evidentiary packages for 

courts. 

 Processes and prepares supporting 

documentation for personation claims 

for violation tickets. 

 Collects fines and debts on behalf of 

the federal and provincial governments 

and outstanding ICBC debts. 

 Shares VT data with Government, as 

appropriate. 

 Provide ongoing operational support 

for Provincial e-Ticketing Program. 

to cancel violation 

tickets. 

Intersection 

Safety Camera 

Program (ISC) 

 Enters ISC violation tickets in the 

database (as of X date, adds speeding 

contraventions to red-light 

contraventions). 

 Creates client record if none exists. 

 Produces tickets.  

 Sends for process serving when 

applicable. 

 Tracks process serving progress. 

 Prepares evidentiary packages for 

courts. 

 Processes disputes. 

 Quality assurance review of all 

printed tickets/packages. 

 Reports on program activity. 

 Accepts payments for VT’s and other 

administrative fees. 

See above Administrative 

 

C2 OTHER SERVICES 

 Other services include database maintenance and information sharing (e.g. the Traffic 

Accident System), collection of sales tax (Social Service Tax, Harmonized Sales Tax, 

and Provincial Sales Tax, depending on the vehicle purchase date).  These and other 

services are described in Table C.2. 

TABLE C.2 

OTHER SERVICES 

Service Description of Service Relevant Authority Classification 

of Service 

Traffic 

Accident 

System 

(TAS) 

 Maintains the TAS that is shared with 

police and transport authorities.  

 Enters accident report information into 

TAS that is received from police attending 

the accident. 

 Motor Vehicle 

Act 

Administrative 
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Service Description of Service Relevant Authority Classification 

of Service 

Collection of 

Sales Tax 
 Collects sales tax on behalf of the 

government when a vehicle is registered 

or transferred. 

 Social Services 

Tax Act 

 Motor Vehicle 

Act  

 Commercial 

Transport Act  

 Provincial Sales 

Tax Act 

Administrative 

Family 

Maintenance 

Enforcement 

Program 

(FMEP)  

 Manages refusal to issue of, and as of 

April 2019, cancellations of driver 

licences and vehicle licences/insurance 

for clients owing money under the FMEP. 

 Family 

Maintenance 

Enforcement Act 

and Regulations 

Administrative 

Fare Evasion 

Fines 
 Provides client address information for 

fare evasion fine collection.  

 Manages refusal to issue of driver 

licences and vehicle licences/insurance 

for clients owing excessive fare evasion 

debt. 

 Transportation 

Investment Act 

 South Coast 

British 

Columbia 

Transportation 

Authority Act 

Administrative 

 

C3 VIOLATION TICKETS AND OTHER SERVICES - INITIATIVES 

In addition to the functions described above, ICBC undertakes initiatives related to violation 

tickets and other services. There are no new initiatives under consideration or in progress at 

this time, however, it can be anticipated that from time to time ICBC will be called upon to 

make minor systems enhancements to process tickets issued under new enactments.  These 

changes are typically covered under the Change Management Fund and as such are not 

enumerated here.    
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APPENDIX D:  

COMMERCIAL VEHICLE SAFETY AND ENFORCEMENT 

SERVICES (CVSE) 

D1 INTRODUCTION 

 The relationship between ICBC and CVSE is interdependent with long-standing 

systems and business links between registration, licensing and insurance systems and 

business processes and core provincial road safety systems and programs.  In many 

cases these are real-time systems links on which the proper functioning of computer 

systems, business processes, customer service and ultimately the safety of B.C.’s roads, 

rely. To ensure Government and ICBC are able to discharge their respective 

responsibilities, the parties work together to determine the appropriate service levels, 

escalation procedures and remedies.   

 This appendix describes the interrelated services of ICBC and CVSE and outlines the 

services that ICBC provides in support of CVSE programs. 

 CVSE is part of the Ministry of Transportation and Infrastructure and is responsible 

for: 

- enforcing provisions of the Motor Vehicle Act, Commercial Transport Act, 

Transport of Dangerous Goods Act, Passenger Transportation Act, 

Transportation Act  and Motor Fuel Tax Act and applicable regulations; 

- developing and promulgating safety regulations governing commercial transport, 

vehicle inspection, vehicle equipment regulations and carrier safety;  

- maintaining and promoting road safety through the implementation and 

management of the National Safety Code Program, Commercial Vehicle 

Inspection Program, Private Vehicle Inspection Program, VIN Inspection 

Program, Roadside Inspection Program, Weigh2GoBC, Commercial Transport 

Program, Transport of Dangerous Goods Program and Commercial Vehicle Safety 

Alliance; and, 

- participating on various national and international government road safety bodies 

to coordinate and harmonize commercial transport, vehicle equipment and safety 

standards. 

D2 ICBC/CVSE RELATIONSHIP AND PROGRAM INTERDEPENDENCIES 

 The responsibilities and objectives of CVSE and ICBC are interconnected, and 

program delivery and compliance are often reliant on each other.  CVSE shares 

responsibility with ICBC for vehicle-related requirements under the Commercial 

Transport Act and associated regulations, as well as the Motor Vehicle Act and 

associated regulations.   

 CVSE oversees the inspection and safety programs for commercial vehicles operating 

in the province and enforces the necessary safety statutes, regulations and programs.  

These programs outline the conditions of vehicle operation on a provincial highway.  
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Through the sharing of CVSE data, ICBC Autoplan Agents are able to determine at the 

time of registration and licensing, if a vehicle has been prohibited from on-road 

operation as a result of non-compliance with statutory requirements and CVSE safety 

programs.  Preventing non-complying vehicles from on-road operation serves both the 

public safety mandate of Government and ICBC’s role as an automobile insurer by 

reducing the risk of loss.  

A vehicle that has properly met and satisfied the CVSE inspection and safety programs 

can be issued a vehicle licence by ICBC for operation on B.C. highways.  Conversely, 

CVSE relies on ICBC data for enforcement of CVSE based safety programs.  
 

D3 CVSE PROGRAMS SUPPORTED BY ICBC 

 ICBC provides support to several key CVSE programs, as outlined in Table D1. 

TABLE D.1 

ICBC ONGOING SERVICES TO SUPPORT CVSE 

Service Description of Service Relevant Authority Classification 

of Service 

Transportation 

Permitting System. 

(TPS) (formerly 

Commercial 

Transport 

Management 

System (CTMS) 

TPS provides a 

variety of functions 

to CVSE staff as 

authorized and 

required under the 

MVA, Inspectors 

Authorization 

Regulation and/or 

appointed by the 

Director. 

ICBC provides: 

 Real time access to the Client 

Application and Client Database;   

 Operation and maintenance of the 

Client Database; 

 Commercial Vehicle Safety and 

Enforcement (CVSE) access to ICBC 

mainframe transactions; and 

 Financial responsibility filing inquiry 

(ICBC confirms that a company has a 

valid financial responsibility number). 

 

 Commercial 

Transport Act and 

Regulations 

 Motor Vehicle Act and 

Regulations 

 Motor Fuel Tax Act 

and Regulations 

 Passenger 

Transportation Act 

and Regulations 

Administrative 

National Safety 

Code System 

(NSCS) 

NSCS provides 

access to National 

Safety Code (NSC) 

Program 

Administration staff 

and other authorized 

staff, for a variety of 

systems, reports and 

databases, to 

monitor carrier 

performance and to 

ICBC provides: 

 The Client Database; 

 The Contraventions Database; 

 The Driver Database;  

 Transfer and transform a subset of the 

Traffic Accidents System (TAS) for 

NSC to import into database;  

 Corrections to TAS database; 

 Access to the Business Information 

Warehouse (BIW) Claims data;  

 Remote data retrieval;  

 Transmittal of carrier/vehicle data for 

NSC database;   

 Motor Vehicle Act 

and Regulations 

 Commercial 

Transport Act and 

Regulations 

Administrative 
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Service Description of Service Relevant Authority Classification 

of Service 

allow exchange of 

information about 

inter-provincial 

carriers with other 

jurisdictions.   

 

 Vehicle Database and Driver Licence 

retrieval for NSC Audit and on-line 

application; 

 Updates for Motor Vehicle database; 

 Provide NSC abstracts to NSC carriers; 

 Access to the ICBC national Safety 

Code & Motor Carrier Inquiry 

transaction; 

 Blocking licensing transactions to 

ensure regulated vehicle inspection 

requirements are met; 

 Data entry and microfilm Notice and 

Orders and maintain Notice and Order 

data base; 

 Support to monitoring of NSC safety 

certificate for each commercial vehicle 

during the licensing processing; 

 Access to vehicle data base for vehicle 

inspection information and to the 

driver licensing system for NSC audit 

and carrier profile; and 

 Access to vehicle file for on-line 

population of vehicle inspection forms. 

 

D4 COMMERCIAL VEHICLE SAFETY AND ENFORCEMENT - 

INITIATIVES 

In addition to the functions described above, ICBC undertakes initiatives related to support 

for Commercial Vehicle Safety and Enforcement include*: as part of the Ministry of 

Transportation and Infrastructure’s Modernization of Passenger Directed Transportation, 

ICBC will be supporting the replacement of existing mainframe data exchange services 

used by CVSE with new services to retrieve ICBC data and verify driver licence and 

vehicle information.   

 

 * Projects funded from the Change Management Fund, as provided for in the Service Agreement, are not 

included here.   
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APPENDIX E:  

REVENUE COLLECTION 

 ICBC is responsible for collecting various forms of revenue on behalf of Government, 

including various fees under the Motor Vehicle Act, the Commercial Transport Act, Off-

Road Vehicle Act and fines under the Offence Act – see Table E.1. 

 ICBC also provides regular revenue reports to Government, including forecasts. 

 Table E.1 provides a breakdown of actual revenue collected by type.  In some 

circumstances, revenue is recorded net of commissions paid to collection agencies.  

Other commissions paid are included under ICBC expenditures – see Appendix F.  
 

TABLE E.1 REVENUE COLLECTED ON BEHALF OF GOVERNMENT 

    
Revenue by Type 

 

2015 

Actual 

Revenue 

$000s 

2016/17* 

Actual 

Revenue 

$000s 

2017/18 

Actual 

Revenue 

$000s 

2018/19 

Actual 

Revenue 

$000s 

2019/20 

Actual 

Revenue 

$000s 

Net Motor Vehicle Act 287,844 349,624 302,038 279,218 307,136 

Net Commercial Transport Act 217,210 278,445 240,474 266,952 250,221 

Net Fines Revenue 66,642 82,423 71,808 78,553 77,392 

Net Other Revenues 731 1,455 4,066 5,603 6,667 

TOTAL NET REVENUE: 572,427  711,947 618,386 630,326 641,416 

 
* The 2016/17 actuals are for the 15 month transitional fiscal period from January 1, 2016 to March 31, 

2017. In 2016, ICBC changed its fiscal year-end from December 31 to March 31, to align with 

Government’s fiscal year-end.  2016/17 was a 15-month transitional period to transition to the new 

fiscal year-end. 

 

 Beginning in May 2006, ICBC assumed responsibility for collecting fines on behalf of 

the federal government for violations under the Contraventions Act and regulations.  

The regulations designate numerous fines, such as: violations pertaining to 

environmental protection; federal and federally-regulated property such as seaways, 

airports and national parks; fish and wildlife; wild animal and plant trade; tobacco; 

radio communications; commercial vehicle drivers; and maritime violations. 

The delivery of this service replicates the provincial model for non-motor vehicle fines 

and is to be delivered at no net cost to ICBC.  ICBC collects fines owing under the 

federal Contraventions Act and regulations and remits these to the provincial 

government.  The costs of providing the service are deducted quarterly.  If fines 

collected are insufficient to cover costs, the provincial government is to provide 

reimbursement for costs in excess of fines collected.  

 

E1 REVENUE COLLECTION – INITIATIVES 

In addition to the functions described above, ICBC works, from time to time, with 

Government on other initiatives related to revenue collection. Initiatives in other non-
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insurance areas may also have an impact on the process or the amount of revenue ICBC 

collects on behalf of Government.   
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APPENDIX F:   

COST ESTIMATES 

F1 INTRODUCTION 

 This Appendix provides an overview of the costs incurred by ICBC in delivering the 

non-insurance services covered by this Agreement based on an approach and 

methodology originally developed in June 2003 by ICBC and reviewed by an 

independent financial services company.1   

 In deriving the cost of non-insurance services, three different concepts of cost can be 

used: 

- The incremental cost to the organization of undertaking the services. 

- The average cost of delivering the service when integrated with the delivery of 

insurance services. 

- The total cost of delivering the services on a stand-alone basis. 

 These three approaches can give very different results, depending on the nature of the 

service and the degree to which it is integrated with the delivery of insurance services.  

ICBC has adopted the second of these approaches.  Therefore, the cost estimates 

derived should not be interpreted as: the incremental cost savings that would accrue to 

ICBC if it no longer delivered non-insurance services; or, the incremental costs that 

Government would incur if it chose to deliver the services itself. 

 ICBC provides Basic insurance, Optional insurance and non-insurance services.  Costs 

incurred by ICBC that are tracked separately and are clearly identifiable as Basic, 

Optional or non-insurance service costs are assigned directly to the appropriate service 

area.  Where services are integrated, costs are allocated across the functions based on 

cost allocation methodologies approved by the B.C. Utilities Commission. 

F2 THE COST OF NON-INSURANCE SERVICES 

 Table F.1 summarizes the actual cost of non-insurance services delivered by ICBC over 

the past five years. Costs for Vehicle Registration and Licensing activities are included 

in the sections labeled “Administration and Other” and “Commissions”. 

 The figures include amortization costs, as well as an allocation of specific fees and 

commissions paid to brokers and agents. However, some commissions are recorded by 

ICBC as subtractions from revenue and are therefore included in Appendix E. 

  

                                                 
1 PriceWaterhouseCoopers “Revenue and Cost Allocation Evaluation” prepared in June 2003.    
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TABLE F.1 ACTUAL COST OF NON-INSURANCE SERVICES 

     

 

Type of Service 

 
2015 

($000s) 

2016/17 

($000s) 
2017/18 

($000s) 

2018/19 

($000s)  

2019/20 

($000s) 

Administrative and Other  31,870 40,694 30,870 29,931 33,963 

Commissions  30,335 37,517 31,226 31,380 30,864 

Driver Services  67,537 85,792 71,042 71,819 75,712 

Total Non-Insurance 

Services 

 129,742 163,503 

** 

133,138 133,130 140,539 

All figures conform to the International Financial Reporting Standards (IFRS).  

** The 2016/17 amounts are for the 15 month transitional fiscal period from January 1, 2016 to March 

31, 2017. 
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APPENDIX G:  

OTHER AGREEMENTS 

 In addition to the Service Agreement itself, Table G.1 lists the agreements, contracts, 

and memoranda and letters of understanding (MOUs/LOUs) in place concerning the 

non-insurance services provided by ICBC on behalf of Government.  (Note: The list 

includes governing agreements with Government ministries and agencies named at the 

time of the agreement’s signing – it does not include agreements with private 

companies and municipalities nor service level agreements.) 

TABLE G.1 

LIST OF AGREEMENTS, CONTRACTS AND MOUs 

 Agreement/Details Related Service  

1  Superintendent/ICBC Delegation MOU 

 Series of delegation instruments with RoadSafetyBC. 

 Provides ICBC with authority to act on behalf of the Superintendent of 

Motor Vehicles in the administration of the driver improvement program, 

ADP-VI Program, Driver fitness, records and prohibitions, and other 

programs.  

Driver Licensing 

2  International Registration Plan  

 Reciprocity agreement between the 10 Canadian provinces and all U.S. 

states except Alaska and Hawaii providing for prorated/apportioned 

payment of licence fees on the basis of total distance operated in all 

jurisdictions.  B.C. became a signatory to the Plan in 1996. 

Vehicle 

Registration and 

Licensing 

3  Canadian Agreement on Vehicle Registration (CAVR) 

 Agreement between the 10 Canadian provinces regarding limited licensing 

reciprocity for vehicles not covered under International Registration Plan.  

B.C. signed on to CAVR in 1981.  The agreement was revised from a 

prorate agreement to a reciprocity agreement in 2001 when all Canadian 

provinces joined International Registration Plan. 

Vehicle 

Registration and 

Licensing 

4  Information Technology Agreement 

 Agreement with Shared Services B.C. (formerly Workplace Technology 

Services). 

 Covers provision of mainframe data processing (drivers), network services, 

and associated charges.  

Driver Licensing 

5  Access to Customer Information MOUs 

 MOUs exist with various Government ministries. 

 Covers sharing of ICBC customer information (e.g., name and address). 

Driver Licensing/ 

Vehicle Licensing 

 

6  Elections B.C./Elections Canada MOU 

 MOU with Elections B.C. and Elections Canada. 

 Covers sharing of ICBC customer address information (from driver’s 

database). 

Driver Licensing 

7  Canadian Police Information Centre (CPIC) MOU 

 MOU with CPIC. 

 Covers categories I, II and III CPIC agency access to ICBC’s driver licence 

data and vehicle information. 

Driver Licensing/ 

Vehicle Licensing 
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 Agreement/Details Related Service  

8  Access to ICBC’s Databases MOU 

 MOU with RoadSafetyBC 

 Covers OSMV access to ICBC’s databases. 

Driver Licensing 

Vehicle 

Registration and 

Licensing 

9  Refuse to Issue MOU (Family Maintenance Enforcement) 

 MOU with Ministry of Attorney General (Family Maintenance 

Enforcement Program). 

 Establishes a protocol for ICBC refusing to issue (RTI) driver licences, 

vehicle licences and insurance for FMEP arrears when instructed to do so 

by the Director of Family Maintenance.  Also contains an indemnity from 

Government.  

 Agreement is currently being amended to include cancellation of driver’s 

licences in addition to existing refuse to issue protocols (cancellation of 

driver’s licences was implemented in April 2019). 

Driver Licensing 

10  ICBC / Service BC Partnership 

 Agreement signed in 2012 with Service BC  (prior to 2012, ICBC and SBC 

had several agreements that governed their relationship) 

 Covers the establishment of principles of cooperation and joint effort 

relating to the delivery of ICBC services at Service BC offices. 

 Includes the SBC systems agreement as an appendix, covering ownership, 

support and change control processes used by Government Agents offices 

to deliver Driver Services, and the Revenue Management System used by 

Government Agents and ICBC to collect motor vehicle fines. 

Driver Licensing 

11  Drinking and Driving Initiative Memorandum of Understanding: 

 On Ongoing Costs:  MOU signed in March 2006 confirms the financial 

agreements relating to ICBC’s operating costs for this initiative. 

Driver Licensing 

12  Federal Contraventions Act  

 LOU with the Province signed in December 2004 describes the services 

that ICBC will provide to support this initiative and affirms that ICBC will 

realize full cost recovery for providing these services.   

Driver Licensing 

13  Canadian Driver Licence Agreement (CDLA) 
 In March 2017, BC’s Minister of Transportation and Infrastructure and 

Minister of Public Safety and Solicitor General signed the CDLA to 

improve harmonization of driver licensing requirements across Canada.   

Driver Licensing 

14  Interprovincial Record Exchange 
 System of sharing information across Canadian and some US jurisdictions. 

 Managed by the Canadian Council of Motor Transport Administrators and 

updated in 2006. 

Driver Licensing 

and Vehicle 

Registration and 

Licensing 

15  Applications Maintained on ICBC’s Mainframe 

 Agreements on the transfer and ongoing operation/access for programs 

migrated from government to ICBC’s mainframe (completed in 2009). 

Information 

Services Division 

16  Memorandum of Understanding between ICBC and the Province 

regarding tax collection 

 Agreement governing procedures and protocols for managing the 

collection of taxes owing related to importing or transferring regulated 

vehicles. 

Finance Division 
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 Agreement/Details Related Service  

17  Operational Services Agreement with Ministry of Health regarding the 

B.C. Services Card 

 Management of day to day operations and business touch points 

between Heath Insurance BC and ICBC relating to the B.C. Services 

Card program and associated changes. 

Driver Licensing 

18  Integrated Program Agreement with Ministry of Health & Ministry of 

Labour, Citizens’ Services and Open Government regarding the B.C. 

Services Card 

 Establishment of an agreement to collaboratively deliver the BCSC 

program as an integrated program. 

Driver Licensing 

19  Memorandum of Understanding with ICBC, MPSSG, Canada Border 

Services (Canada) and Citizenship and Immigration Canada (Canada). 

 MOU respecting the development and implementation of British 

Columbia’s Enhanced Driver’s Licence and Enhanced Identification 

Card Program  

 Addendum signed May 2016. 

Driver Licensing 

20  Memorandum of Agreement between RoadSafetyBC and ICBC regarding 

the Age 79 Medical Notification Letter 

 ICBC agrees to provide ongoing generation and mailing of letter to 

notify drivers at age 79 of the medical requirements under the Driver 

Fitness Program that apply at age 80.  

Driver Licensing 

21  Electronic Ticketing and Online Payment Project & Operational 

Memorandum of Agreement (MOA) between RoadSafetyBC and ICBC 

regarding the Road Safety Initiative 

 ICBC agrees to provide services for the purpose of implementing 

phase 1 of the Road Safety Initiative project for both E-Ticketing and 

Online Payment – signed Feb 2017. 

 RSBC agrees to provide cost recovery in the Operational MOA 

between RSBC and ICBC for the ongoing support of the Road Safety 

Initiatives at ICBC. Effective October 1, 2019. 

Driver Licensing 

22  Memorandum of Agreement (MOA) between RoadSafetyBC and ICBC 

regarding the Enhanced Road Assessment 

 ICBC agrees to provide services for the purposes of implementing the 

Enhanced Road Assessment, signed October 2017. 

 ICBC agrees to provide services for the purposes of delivering the 

Enhanced Road Assessment, Operational MOA, signed March 2018. 

Road Safety 

23  Letter of Agreement (LOA) between Ministry of Public Safety and Solicitor 

General (RoadSafetyBC) and ICBC regarding the Intersection Safety 

Camera (ISC) Program 

 ICBC agrees to provide services for the purposes of implementing the 

Intersection Safety Camera (ISC) Program, signed 

December 24, 2018. 

Road Safety 

 



 
 

APPENDIX 7K 

HISTORICAL INFORMATION



2021 RRA Appendix 7K – Historical Information  

Insurance Corporation of British Columbia 7K-i 
December 15, 2020 

Table of Figures 

Figure 7K.1 – Historical Information – Basic Insurance Only ....................................... 7K-1 

Figure 7K.2 – Historical Information – Corporate ....................................................... 7K-2 

 

 

 

 



2021 RRA Appendix 7K – Historical Information  

Insurance Corporation of British Columbia 7K-1 
December 15, 2020 

INTRODUCTION 

In accordance with the British Columbia Utilities Commission’s (BCUC) Order G-65-10, 

Decision on the Streamlined Regulatory Process on April 6, 2010, ICBC submits the following 

historical information set out in Figure 7K.1 below. 

Figure 7K.1 – Historical Information – Basic Insurance Only1 

BASIC only 2015 2016/172 2017/18 2018/19 2019/20 

Net premiums written ($000’s)  $2,770,742 $3,720,692 $3,268,865 $3,476,763 $3,578,821 

Net premiums earned ($000’s)  $2,655,979 

 

$3,601,709 $3,149,312 $3,390,016 $3,564,581 

      
Autoplan policies earned3 3,596,000 4,613,000 3,833,000 3,895,000 3,883,000 

Average premium of a policy4 $754 $812 $852 $885 $895 

      

Operating expenses ($000’s)       

Insurance  $327,602 $445,849 $395,694 $400,271 $445,788 

Non-insurance 

 

$99,407 $125,986 $101,912 $101,750 $109,675 

Operating expenses excluding 
Transformation Program (TP) reallocation 
($000’s) 

 

$427,009 $571,835 $497,606 $502,021 $555,463 

TP reallocation5 $27,270 - - - - 

Total operating expenses ($000’s) $454,279 $571,835 $497,606 $502,021 $555,463 

      
Expense ratio excluding TP reallocation  15.8% 15.3%      14.8% 13.9% 14.0% 

TP reallocation ratio5 1.0% - - - - 

Total expense ratio6 16.8% 15.3% 14.8% 13.9% 14.0% 

Loss Ratio 115.6% 115.3% 125.2% 136.3% 111.4% 

Combined ratio excluding TP reallocation 134.0% 130.1% 147.5% 139.7% 124.4% 

TP reallocation ratio5 1.0% - - - - 

Total combined Ratio6 135.0% 

 

130.1% 147.5% 139.7% 124.4% 

MCT at year-end7 82.5% 103.4% 50.2% 6.1% -18.4% 

1 Financial information for all years is prepared based on International Financial Reporting Standards (IFRS). 
2 2016/17 represents a one-time transitional 15-month fiscal period from January 1, 2016 to March 31, 2017. 
3 Formerly known as vehicles insured; annualized values have been used for policies with a term of less than 

12 months.  Autoplan policies earned include Basic insurance certificate, storage policies, and temporary operation 

permits.  For 2019/20, Autoplan policies earned, specific to Basic insurance excludes storage policies, which is an 

Optional insurance product.  Autoplan policies earned for ICBC as a whole as reflected in the 2019/20 ASPR includes 

storage policies. 
4 Average premium of a policy is calculated by taking the total gross Basic insurance premiums written in dollars, 

divided by the gross number of policies written, which are both before cancellations and mid-term refunds.   This 

calculation is an average across all groups of policies (including temporary operation permits (annualized), trailers 

and off-road vehicles), excluding garage and fleet reporting policies, and other special coverages. 
5 The one-time impact on the 2015 fiscal year of the reallocation of expenses from the Transformation Program (TP) 

is shown as a separate line to improve comparability as it relates to adjustments to prior year costs detailed in 2016 

RRA, Chapter 5, Operating Expense and Allocation Information, Appendix 5 A. 
6 Expense ratio excludes Deferred Premium Acquisition Cost (DPAC) adjustment whereas combined ratio includes the 

DPAC adjustment.  The 2017/18 Basic insurance expense ratio and the Basic insurance combined ratio have been 
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restated to reflect a reallocation of broker commissions between Basic and Optional insurance as described in the 

2019 RRA, Chapter 8, Performance Measures and Transitional Reporting, Appendix 8 A, Figure 8A.7. 
7 Minimum Capital Test (MCT) adheres to the Guidelines for MCT for Federally Regulated Property and Casualty 

Insurance Companies as issued by Office of the Superintendent of Financial Institutions (OSFI) for the respective 

time period in which the guidelines apply. 

Figure 7K.2 – Historical Information – Corporate1 

CORPORATE 2015 2016/172 2017/18 2018/19 2019/20 

Total FTEs including contractors3  4,548 4,711 5,158 5,334 5,482 

Total ICBC FTEs4 4,683 4,809 5,230 5,493 5,622 

      
Expense ratio5 20.4% 20.0% 19.3% 19.0% 19.4% 

Loss ratio 98.1% 106.0% 113.5% 119.3% 101.4% 

Combined ratio5 120.0% 127.5% 135.8% 131.6% 120.2% 

1 Financial information for all years is prepared based on IFRS accounting standards.   
2 2016/17 represents a one-time transitional 15-month fiscal period from January 1, 2016 to March 31, 2017. 
3 Excluding FTEs relating to programs funded by Optional insurance, investment activities that are recoverable/netted 

against investment income, and any government initiatives which are cost recoverable. Please see Chapter 7, 

Compliance Reporting, Appendix 7H, Detailed Operating Expense Information, Figure 7H.6 of this Application for 

reference. 
4 Please see Chapter 7, Appendix 7H, Figure 7H.7 of this Application for reference.  
5 Expense ratio excludes DPAC adjustment whereas combined ratio includes the DPAC adjustment.  
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A BASIC INSURANCE INFORMATION SHARING  

1. In accordance with the British Columbia Utilities Commission’s (BCUC) Order G-75-03 

and in the May 2004 Negotiated Settlement Agreement (NSA) on Basic Insurance Information 

Sharing (BIIS),  the Insurance Corporation of British Columbia (ICBC) agreed to provide 

certain Basic insurance premium and loss experience information to its competitors that would 

further assist their understanding of ICBC’s Basic insurance claims costs and premiums in a 

way that did not violate individual customer confidentiality.1  Since then, ICBC has provided 

this information, which consists of approximately 100 pages of Basic insurance data, in annual 

revenue requirements applications (RRAs).2  

2. Given that the BIIS report has no impact on the Basic insurance rate indication, and 

in the interest of streamlining this and future RRAs, ICBC is including this information in PDF 

format on its public website, www.icbc.com.  The updated BIIS report, with information as of 

March 31, 2020 is provided in the link below: 

Basic Insurance Information Sharing Report  

3. ICBC will continue its practice of filing the BIIS pages electronically as agreed in the 

2004 NSA, Order G-49-04, when the RRA is uploaded and filed with BCUC.  

                                                           
1 As approve in BCUC Order G-49-04. https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/115428/index.do 
2 With the exception of the 2006 RRA when the BIIS report was submitted shortly after the October 24, 2005 revised 
RRA.  

https://www.icbc.com/about-icbc/company-info/Documents/bcuc/Basic-insurance-information-sharing.pdf
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/115428/index.do
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A INTRODUCTION 

1. The Insurance Corporation of British Columbia (ICBC) recognizes that a consolidated 

reference guide setting out certain common acronyms, terminologies, corporate information, 

and historical data in ICBC’s revenue requirements application (RRA) may be useful to 

participants in the regulatory process.  ICBC has therefore included this information in the 

Participants’ Reference Guide to ICBC’s Revenue Requirements Application. 

B POLICY YEAR VERSUS FISCAL YEAR 

2. 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 policy 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 fiscal year, 

consistent with International Financial Reporting Standards (IFRS).    

3. The Basic insurance rates set by the BCUC are normally1 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.  Since the rates set by the BCUC are expected to remain in force for a period 

of time 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 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 time 

periods relevant to this Application are described in Figure 8.1.   

                                                           
1 Unlike previous rating changes, where the approved interim rate change was applied to existing insurance 
certificates only at the time of their renewal during the policy year, the 15% Basic insurance rate decrease proposed 
for PY 2021 will apply to all in-force Basic insurance certificates specifically as they cross the date of May 1, 2021, 
giving rise to a rebate. 
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Figure 8.1 – Definitions of Policy Year and Fiscal Year 

Year Definition 

Fiscal year Fiscal year means the 12-month fiscal reporting period from April 1 in one 

year to March 31 in the following year; e.g., the 2019/20 fiscal year was 

April 1, 2019 to March 31, 2020, the 2020/21 fiscal year is April 1, 2020 

to March 31, 2021, etc. 

Policy year (PY) 

2020 

PY 2020 is defined in Special Direction IC2 as being the 13-month period 

beginning on April 1, 2020 and ending on April 30, 2021.  The Basic 

insurance rate approved by the British Columbia Utilities Commission 

(BCUC) for PY 2020 remains in effect for the month of April 2021. 

Policy year (PY) 

2021 

PY 2021 refers to the 23-month period commencing May 1, 2021 and 

ending March 31, 2023, as defined in Special Direction IC2.  Policies 

written during PY 2021 will remain in force until March 31, 2024, because 

the set of policies written on March 31, 2023 are in force until that date. 

Claims costs associated with these policies will be incurred as a result of 

accidents (or losses) during the period (May 1, 2021 to March 31, 2024) 

that the policies are in force.   

 

PY 2021 is comprised of two “policy periods”, see below for definitions of 

each policy period.  

Policy Period 1 or 

PY 2021-1 

The term “policy period 1” or PY 2021-1 used in this Application refers to 

the period commencing May 1, 2021 and ending March 31, 2022.  During 

policy period 1, policies will be written at the rate approved by the BCUC 

for PY 2021.    

Policy Period 2 or 

PY 2021-2 

The term “policy period 2” or PY 2021-2 used in this Application refers to 

the period commencing April 1, 2022 and ending March 31, 2023.  During 

policy period 2 2022, policies will also be written at the rate approved by 

the BCUC for PY 2021.    

Fiscal loss year The term fiscal loss year (FLY) is used in this Application for grouping all 

claims for accidents occurring during the fiscal year.  The costs for these 

claims will be incurred from the year in which the accident occurs and for 

several years into the future.  For example, FLY 2022/23 claims will be 

tracked from the 2022/23 fiscal year in which the accidents occur until all 

the claims in that group are fully settled, which could be 40 years or 

more.   

4. ICBC’s financial statements provide information about its financial performance, 

financial position, and cash flows resulting from its operations within a fiscal 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 

fiscal year.  Premium that has been written but not earned is not considered as actual revenue, 
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as it remains subject to cancellation.  Likewise, there is no expense for claims relating to loss 

events that have not yet occurred. 

C GLOSSARY 

5. ICBC defines terms as and when they are used in this Application.  For ease of 

reference, Figure 8.2 below sets out the most commonly used acronyms and abbreviations in 

this Application.  ICBC is also including Figures 8.3, 8.4, and 8.5 to reflect legislative 

references and past applications or decision titles. 

C.1 COMMONLY USED ACRONYMS 

6. The following is the glossary of commonly used acronyms in this Application. 

Figure 8.2 – Commonly Used Acronyms 

AAP Accepted Actuarial Practice 

AB Accident Benefits 

AI Artificial Intelligence 

ACE Autoplan Care Enhancements project 

ADP/VI Administrative Driving Prohibitions and Vehicle Impoundment 

System 

ALAE Allocated loss adjustment expense 

API Application programming interface  

ASPR ICBC's Annual Service Plan Report 

Avg Average 

BAE BAE Systems Applied Intelligence Canada Inc. 

BAML Bank of America Merrill Lynch 

Basic Coverage Plate Owner Basic and Manual Basic 

Basic insurance Universal compulsory automobile insurance 

BC British Columbia 

BCACP British Columbia Association of Chiefs of Police 

BCI British Columbia Investment Management Corporation 

BCI Report BCI's Long-Term Capital Market Expectations 

BCUC British Columbia Utilities Commission  

BCSC British Columbia Supreme Court 

the Board ICBC’s Board of Directors 

BI  Bodily Injury 

BIIS Basic Insurance Information Sharing 
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Bill 9 Evidence Amendment Act, 2020 

Bill 11 Attorney General Statutes (Vehicle Insurance) Amendment Act 

bps  Basis points 

BU Bargaining Unit Employees 

BVDC Basic Vehicle Damage Coverage 

CAD Canadian Dollars 

CCC Criminal Code of Canada 

CDF Count Development Factor  

CDLA Canadian Driver Licensing Agreement 

ClaimCenter® Collective IT systems allowing integrated claim handling  

CLHIA Canadian Life and Health Insurance Association 

CMA Comprehensive Medical Assessment 

CNA Completed With No Amount 

COTS Commercial Off The Shelf 

COVID-19 Coronavirus Disease 2019 

CPI Canadian Consumer Price Index 

CPP Canada Pension Plan 

CRT Civil Resolution Tribunal 

CRTA Civil Resolution Tribunal Act 

CT Claims Transformation 

CWA Completed With Amount 

Cyber Unit Intelligence and Cyber Unit  

DAP Data Analytics Platform 

DB Death Benefits 

DevOps Development and Operations Agile software 

DL Driver Licensing 

DPAC Deferred Premium Acquisition Costs 

DPP Driver Penalty Point Premium 

DR Disaster Recovery 

DRP Driver Risk Premium 

EAB Enhanced Accident Benefits 

EAC Estimate at Completion 

EAR External Actuary Review (MPI) 

ECC Enhanced Care model 

EDW Enterprise Data Warehouse 

EHT Employee Health Tax 
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EI Employment Insurance 

ERP Enterprise Resource Planning 

ETEP Enhanced Traffic Enforcement Program 

EY Ernst & Young LLP 

FLY Fiscal Loss Year 

FNOL First Notice of Loss 

FOIPPA Freedom of Information and Protection of Privacy Act 

FTEs Full-time equivalents 

FV Fraser Valley 

FY Fiscal year 

Gainsharing Performance Based Pay 

Gender X 
Non-binary gender marker for BC Driver’s License, BC 

Identification Card, and photo BC Services card 

GLP Graduated Licensing Program 

GLP-M Graduated Licensing Program for Motorcyclists 

Guidewire Rating Guidewire Rating Management™ add-on module 

GV Greater Vancouver 

GYEI Gross Yearly Employment Income 

HE Heavy Equipment 

HFST High-friction surface treatment 

HPAT Hazard Perception Assessment and Training 

HR Human Resources 

IASB International Accounting Standard Board  

ICA Insurance Corporation Act 

iCar Industry Standard Collision Repair Certification 

ICBC Insurance Corporation of British Columbia 

ICBC Actuaries ICBC’s Filing Actuary and ICBC’s Reviewing Actuary 

ICT Investigative Claims Team 

IFRS International Financial Reporting Standards 

IMPACT Integrated Municipal Provincial Auto Crime Team 

IR Information request 

IRI Income Replacement and Indemnity  

ISAS Insurance and Sales Administration System  

ISC Intersection Safety Camera 

ISC-SA Intersection Safety Camera – Speed Activation 

ISD Information Services Division 

ISSM Insurance Sales and Services Modernization 
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IT Information Technology  

IT capital plan Annual Information Technology Capital Expenditure Plan  

IVA Insurance (Vehicle) Act   

IVR Insurance (Vehicle) Regulation 

KOL Kind of loss 

KPIs Key Performance Indicators  

LAER Loss Adjustment Expense Ratio 

LAR Loss Adjustment Ratio 

LCFV Loss Cost Forecast Variance 

LDF Loss development factor 

LIBOR 3-month USD London Inter-bank Offered Rate 

LRCR Legal Representation Conversion Rate 

M&C Management and Confidential Employees 

MapR solution Hadoop software licensing and associated implementation costs 

MB Manual Basic 

MCT Minimum Capital Test 

MD Material Damage 

MD RAAP Collective term for the modernization of collision and glass 

repair programs. 

MDM Master Data Management 

MELT  Mandatory Entry-Level Training 

MHSC Manitoba Health Service Commission 

MI Minor Injury  

ML Machine Learning 

MOA Memorandum of Agreement 

MOTI Ministry of Transportation and Infrastructure 

MOU Memorandum of Understanding 

MoveUP Movement of United Professionals 

MPI Manitoba Public Insurance 

MPSSG Ministry of Public Safety and Solicitor General 

MR Medical Rehabilitation 

MSP Medical Services Plan 

NIDMAR National Institute of Disability Management and Research 

NMI Non-Minor Injury 

NMR New Money Rate 

Non- EAB Non - Enhanced Accident Benefits 

NSA Negotiated Settlement Agreement 
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OEM Original Equipment Manufacture 

OIC Order in Council 

OOP Out of Province 

Operational MOA Operational Memorandum of Agreement 

Optional insurance Optional automobile insurance coverages 

ORV Off-Road Vehicle  

OSFI Office of the Superintendent of Financial Institutions 

P&C Property and Casualty Insurance 

PC PolicyCenter® 

PCFG PolicyCenter Fleet and Garage 

PD Property damage 

PfAD Provision for Adverse Deviation 

PI & DB Permanent Impairment and Death Benefits 

PIBR MD RAAP Post Implementation Business Review 

PIPP Personal Injury Protection Plan (MPI) 

Ppt Percentage point(s) 

PI and DB Permanent Impairment and Death Benefits 

PSEC Public Sector Employers’ Council 

PV Present value  

PY Policy Year 

PY 2021-1 Period 1 (May 1, 2021- March 31, 2022) 

PY 2021-2 Period 2 (April 1, 2022 – March 31, 2023) 

QA Quality Assessment  

Q2 Second quarter of the 2020/21 fiscal year 

R2 The coefficient of multiple determination 

RAAP Rate Affordability Action Plan 

RCMP Royal Canadian Mounted Police 

RSLM Road Safety and Loss Management 

RIP Road Improvement Program 

RP Required premium 

RRA Revenue Requirements Application 

RSLM Road Safety and Loss Management  

Road Safety MOU Traffic and Road Safety Law Enforcement Funding Memorandum 

of Understanding 

Rules Rules of Professional Conduct (Canadian Institute of Actuaries) 

SaaS Software-as-a-Service 
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SAN Storage Area Networks 

SIF Government/Telus Strategic Innovation Fund 

SIPP Statement of Investment Policy and Procedures 

SIU Special Investigation Unit  

SOP Standards of Practice (Canadian Institute of Actuaries) 

TAS Traffic Accident System 

TCD Telephone Claims Department 

Techpilot Inexperienced Drivers Technology Pilot 

The Service Agreement Addendum to the Service Agreement between ICBC and 

Government 

TLABC  Trial Lawyers Association of British Columbia 

TOP Temporary Operation Permits 

TP Transformation Program 

TPL Third Party Liability 

TPL-BI Third Party Liability – Bodily Injury 

TPL-non Vehicle 

Damage 

Third Party Liability-non Vehicle Damage 

TPL-Vehicle Damage Third Party Liability-Vehicle Damage 

UAT User Acceptance Testing 

UCA Utilities Commission Act 

UDAP Unlisted Driver Accident Premium 

UDPP Unlisted Driver Protection Premium 

ULAE Unallocated Loss Adjustment Expenses 

UMP Underinsured Motorist Protection 

VIPS Vehicle Impoundment System 

VLM Value Logic Model 

WB Weekly Benefits 

YBE Yield on Basic Equity 

YOY Year over year 
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C.2 LEGISLATION AND GOVERNMENT DIRECTIVE TITLES 

7. Figure 8.3 provides the full titles of legislation and government directives used 

throughout this Application. 

Figure 8.3 – Legislation and Government Directive Titles 

Legislation and Special 

Direction IC2 

Legislative amendments and Special Direction IC2 to the 

BC Utilities Commission, BC Regulation 307/2004, as 

amended. 

2020 Government Directive 

regarding ICBC’s Application 

for a General Rate Change 

Order for the 2021 Policy 

Year 

Government Directive of November 30, 2020 with respect 

to ICBC’s Application for a General Rate Change Order for 

the 2021 Policy Year approved by Order in Council 632, 

December 14, 2020.  

2020 Government Directive 

regarding the Tariff 

Amendment Application in 

Support of Enhanced Care  

Government Directive of November 30, 2020 with respect 

to the Tariff Amendment Application in Support of 

Enhanced Care and Enhanced Care Rebate approved by 

Order in Council 631, December 14, 2020.  

December 2020 

amendments to Special 

Direction IC2 

Special Direction IC2 as amended by Order in Council 

633/2020, December 14, 2020 (B.C. Reg 281/2020). 

2020 Government Directive 

regarding Funding Autoplan 

Care Enhancements (ACE) 

Government Directive of January 24, 2020 with respect to 

Funding Autoplan Care Enhancement (ACE) Project from 

Optional Insurance approved by Order in Council 046, 

February 6, 2020. 

The February 6, 2020 

amendments to Special 

Direction IC2 

Special Direction IC2 as amended by Order in Council 

047/2020, February 6, 2020 (B.C. Reg 16/2020). 

2018 Government Directive 

regarding Timing of Next 

General Rate Change 

Application 

Government Directive of June 18, 2018 with respect to the 

Timing of Next General Rate Change Application approved 

by Order in Council 457, August 9, 2018. 

February 2018 Government 

Directive regarding Funding 

Rate Affordability Action Plan 

from Optional Insurance 

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. 

Government Directive 

regarding TP 

Government Directive of April 19, 2010 with respect to the 

Transformation Program approved by Order in Council 

222, April 29, 2010.  

2013 Government Directive 

regarding Rate Smoothing 

Government Directive of March 19, 2013 with respect to 

Rate Smoothing approved by Order in Council 153, 

March 18, 2013. 
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C.3 REGULATORY AND DECISION REFERENCES 

8. The Revenue Requirements for Universal Compulsory Automobile Insurance effective 

May 1, 2021 Application (Application) is referred to as the 2021 Revenue Requirements 

Application (RRA) or the 2021 RRA.  

9. The following is the glossary for the BCUC Decisions referred to throughout this 

Application. 

Figure 8.4 – Titles of Decision References 

The February 14, 2020 Order on the 2020 Revenue 

Requirements Application for PY 2020. 

G-21-20 

The August 30, 2019 Decision on the August 2019 Basic 

Insurance Rate Design Update Tariff Amendments Application.  

G-203-19 

The August 19, 2019 Decision on the 2019 Revenue 

Requirements Application. 

G-192-19 

The September 28, 2018 Decision on the 2018 Basic Insurance 

Rate Design Application. 

G-188-18 

The July 26, 2018 Decision on ICBC’s Application to Streamline 

IT Compliance Reporting Requirements. 

G-139-18 

The July 4, 2018 Decision on the Filing of the Data and Analytics 

Platform IT Capital Report 

L-17-18 

The May 16, 2017 Decision on Other Matters in the 2016 

Revenue Requirements Application.  

G-71-17 

The August 10, 2016 Decision Regarding FortisBC Energy Inc.’s 

Application for its Common Equity Component and Return on 

Equity for 2016 

G-129-16 

The May 27, 2016 Decision on the 2015 Revenue Requirements 

Application. 

G-74-16 

The May 19, 2015 Decision on the 2014 Revenue Requirements 

Application. 

G-81-15 

The December 3, 2015 Decision on the Application of the 

Addition of 2016 Genesys Upgrade to the List of Evergreening 

Projects 

G-191-15 

The May 2013 Decision on the BCUC’s Generic Cost of Capital 

Proceeding (Stage 1). 

G-75-13 

The August 16, 2012 Decision on the Revenue Requirements 

Application for the 2012 Policy Year. 

G-109-12 
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The November 17, 2011 Decision on the Application to 

Streamline the Information Technology Capital Reporting 

Requirements 

G-189-11 

The April 6, 2010 Decision on the Streamlined Regulatory 

Process. 

G-65-10 

The January 9, 2008 Decision on the Application for approval of 

the 2007 Revenue Requirements for Universal Compulsory 

Automobile Insurance and A Filing of Information Relating to 

Matters Referenced in the British Columbia Utilities Commission 

Decision dated July 13, 2006 

G-3-08 

The January 19, 2005 Decision on the Financial Allocation 

Methodology Application and a Filing relating to Road Safety and 

Collection of Data Relating to Age, Sex and Marital Status and A 

Filing Containing Actuarial and 2005 Financial Information 

G-9-05 

The May 18, 2005 Selected Financial Allocation Functions 

Negotiated Settlement Agreement. 

G-46-05 

The May 4, 2004 Performance Measures and Basic Insurance 

Information Sharing Negotiated Settlement Agreement.   

G-49-04 

The November 12, 2003 Decision on the Application for 

Approval of the 2004 Revenue Requirements and Rates for 

Universal Compulsory Automobile Insurance 

G-75-03 

10. The following is the glossary for ICBC’s regulatory proceedings referred to throughout 

this Application.  

Figure 8.5 – Titles of Regulatory Proceeding References 

2019 Revenue 

Requirements Application 

or Proceeding  

Revenue Requirements for Universal Compulsory 

Automobile insurance effective April 1, 2019 Application or 

Proceeding. 

2017 Revenue 

Requirements Application 

or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile insurance effective November 1, 2017 

Application or Proceeding.  

2016 Revenue 

Requirements Application 

or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile Insurance effective November 1, 2016 

Application or Proceeding.  

2015 Revenue 

Requirements Application 

or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile Insurance effective November 1, 2015 

Application or Proceeding. 

2014 Revenue 

Requirements Application 

or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile Insurance effective November 1, 2014 

Application or Proceeding. 
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2013 Revenue 

Requirements Application 

or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile Insurance effective November 1, 2013 

Application or Proceeding. 

Revenue Requirements 

Application for the 2012 

Policy Year or Proceeding 

Revenue Requirements for Universal Compulsory 

Automobile Insurance commencing February 1, 2012 

Application or Proceeding. 
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