June 16, 2021

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

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

Re: Insurance Corporation of British Columbia (ICBC) 2021 Revenue
Requirements Application (2021 RRA) and Tariff Amendment Application
in Support of Enhanced Care - Responses to Information Requests No. 2
Dear Mr. Wruck:
Please find attached ICBC’s responses to the Information Requests (IRs) received from the
following participants in relation to the above proceeding:








British Columbia Utilities Commission (BCUC) on May 26, 2021 (Exhibit A-9).
British Columbia Old Age Pensioners' Organization, et al (BCOAPO), received May
26, 2021 (Exhibit C8-4).
Darcy Repen (DR), received May 25, 2021 (Exhibit C1-5).
Fournier Auto Group (FAGL), received May 26, 2021 (Exhibit C7-3).
Insurance Bureau of Canada (IBC), received May 26, 2021 (Exhibit C6-4).
Richard McCandless (RM), received May 25, 2021 (Exhibit C2-4).
Toward Responsible Educated Attentive Driving (TREAD), received May 26, 2021
(Exhibit C9-3).

2021.2 RR BCUC.83.1
ICBC’s response to the above IR corrects Mr. McCandless’s imprecise public statement that
the FTEs in ICBC’s Public Affairs Department will increase over the two fiscal years from
2020/2021 to 2022/23 by 75%. The inaccuracy arose when Mr. McCandless subtracted Driver
Licensing FTEs provided in the response to IR 2021.1 RR RM.4.7 from the line item “Public
Affairs and Driver Licensing” in the table provided in response to IR 2021.1 RR BCUC.55.2.
The FTEs provided in the response to IR 2021.1 RR RM.4.7 are those in the final month of the
fiscal year, whereas the FTEs provided in the response to IR 2021.1 RR BCUC.55.2 are
averages over the fiscal year. In addition, since IR 2021.1 RR RM.4.7 requests an update to
prior years’ IRs, only customer facing driver licensing, driver licensing support, and
management/supervisors’ FTEs were provided in response to IR 2021.1 RR RM.4.7. ICBC’s
response to IR 2021.2 RR BCUC.83.1 shows separately the Public Affairs FTEs and the
complete complement of Driver Licensing FTEs. The revised table in the response to IR 2021.2
RR BCUC.83.1 shows a forecasted increase in Public Affairs FTEs of 15% and a forecasted
reduction of 0.2% for Driver Licensing. Its important to note that these tables include
forecasted FTEs that are set at a specific time and actuals will change based on a number of
factors including budgets and evolving circumstances.
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Confidential Content
ICBC has filed its responses to the following IRs confidentially to the BCUC.




2021.2 RR BCUC.86.1-3
2021.2 RR BCUC.86.4-5
2021.2 RR BCUC 86.6.7

The responses to the following IRs include redactions of sensitive information. ICBC confirms
that explanations for the confidentiality requests are set out in the public version of the IRs.




2021.2 RR BCUC.80.2
2021.2 RR BCOAPO.37.1
2021.2 RR BCOAPO.37.2

A full response to the confidential and redacted IRs, together with the reasons for the
confidentiality requests are set out in a separate letter filed with the BCUC today.
Yours truly,

Angela Wright
Manager, Corporate Regulatory Affairs
Cc:

Registered Interveners
Bill Carpenter, Vice President, Insurance, ICBC
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2021.2 RR BCUC.68.1 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 9.2
Plausibility of Alternate Assumptions
In response to British Columbia Utilities Commission (BCUC) Information Request (IR)
9.2, the Insurance Corporation of British Columbia (ICBC) estimated that a +5% and +10%
increase in the medical and rehabilitation claims frequency rate of 2.1% (as estimated for
the -26.5% rate change to cover costs and -15% rate indication) would increase both the
rate change to cover costs and the rate indication by +1.0 and +2.0 percentage points
(ppts), respectively. ICBC stated that these scenarios are provided for information
purposes only and do not result in an updated rate indication that accords with accepted
actuarial practice.
Please confirm whether ICBC finds these alternative estimates of the medical and
rehabilitation frequency rate (i.e. a 5% increase from 2.1% to 2.2% and a 10% increase
from 2.1% to 2.31%) to be plausible assumptions.
Response:
The alternative assumptions of the Medical Rehabilitation (MR) frequency (2.20% and 2.31%
claimant frequency as discussed in the response to information request 2021.1 RR BCUC.9.2)
are considered to be plausible, based on ICBC’s past experience in MR claims count
emergence and potential variation.

ICBC considers a scenario plausible if it represents a

reasonable range of variance from the best estimate based on available data, historical
patterns, and actuarial judgment. However, these alternative assumptions are not considered to
be best estimates, as ICBC would need to understand the underlying reason for the increases in
MR frequency and the potential impact on forecasted severities.

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.69.1-2 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 3

2021.2 RR BCUC.69.1-2 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 3.2, 3.2.1
The Institute for Health Metrics and Evaluation (IHME) COVID-19 Projections
Impact of COVID-19
In response to BCUC IRs 3.2 and 3.2.1, ICBC stated:
At the time of the Application, the impact of the COVID-19 pandemic on policy
year (PY) 2021 was assessed as a zero percentage point (ppt) impact on the
indicated rate change. Since the time of the Application, there has been
emergence of further information, which supports an alternative range of impacts.
However, there is still considerable uncertainty around the size, duration and
direction of this impact. A zero ppt impact from the COVID-19 pandemic remains a
reasonable estimate for PY 2021…
The updated analysis using this information indicates that crash frequency for the
first few months of PY 2021 would likely be more on the favourable side of the
range of possible outcomes resulting from COVID-19 compared to the
assumptions used in the Application which relied on pre-COVID trends. Based on
new information, it is not expected that claims severity and exposure trends will
vary significantly compared to the assumptions used in the Application (i.e. preCOVID-19 trends). Beyond the first few months, the COVID-19 impacts relating to
the remainder of PY 2021 are still subject to significant uncertainties surrounding
the availability and effectiveness of vaccines to combat the spread of COVID-19
and its variants, and the potential long-term driving behavioral changes, such as:




Shift to more working from home leading to decreased driving.
Shift in the traditional peaks during rush hour leading to less congestion.
The avoidance of public transportation leading to an increase of vehicles on
the road.

69.1 To the extent possible, please quantify the range of impacts on crash frequency and
the rate change to cover costs or rate indication based on ICBC’s updated analysis that
indicates crash frequency for the first few months of PY 2021 would likely be “more on
the favourable side of the range of possible outcomes resulting from COVID-19.” If the
analysis is not available, please explain why not.
69.2 To the extent possible, please quantify the range of favourable or unfavourable
impacts on crash frequency, severity (if applicable), and the rate change to cover costs
or rate indication based on the potential long-term driving behavioral changes beyond
the first few months of PY 2021 as noted by ICBC. If the analysis is not available, please
explain why not.
Response:
The favourable financial impact from COVID-19 has been a result of the travel and social
restrictions that have been in place (at varying levels) since the end of March 2020. As these
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restrictions are expected to continue to some extent through the summer months, ICBC expects
there is a greater likelihood that some level of favourable impact will continue over the short
term with regards to crash frequency.

However, as more British Columbians are fully

vaccinated, active COVID-19 cases and hospitalizations continue to drop, and the province
gradually reopens over the next few months, the magnitude and duration of these favourable
impacts will likely decrease.

Short term changes in crash frequency are expected to have minimal impact on the PY 2021
rate change to cover costs since PY 2021 covers polices written between May 1, 2021 to
March 31, 2023 where claims associated with these policies can occur between May 1, 2021
and March 30, 2024. In addition, of the claims that are impacted within the first 3 months after
May 1, 2021, approximately 12.5% are from policies written in PY 2021 with the remainder
attributed to policies written in the prior policy year. Since PY 2021 stretches a significant
period beyond the first few months of PY 2021, it will be more influenced by any longer-term
driving behavioural changes as discussed in the response to information request 2021.1 RR
BCUC.3.2.

To illustrate the potential range of impacts from a change in short-term crash frequency on
policy year (PY) 2021, ICBC has constructed a scenario assuming crash frequency (only for
policies written in PY 2021) will remain at the same level as experienced in March 2021, through
to September 7, 2021 (the earliest start date for Step 4 of BC’s Restart Plan),1 when offices and
workplaces will be fully reopened. For the purposes of this scenario, the long-term assumption
is that crash frequency reverts back to ICBC’s selected frequency trends as provided in the
Application from that date. Even if this low level of crash frequency persists throughout the
summer months as restrictions are slowly lifted, it only has a favourable 0.3 percentage points
(ppt) of impact on the PY 2021 indicated rate change.

Considerable uncertainty remains around the long-term impacts of the pandemic with the
potential for both favourable and unfavourable impacts. It is a potential change in the long-term
assumptions which will contribute to the majority of any impact on the PY 2021 indicated rate
change. A range of impacts for COVID-19 that encompasses the entire policy year is not

1

BC's Restart: A plan to bring us back together - Province of British Columbia (gov.bc.ca)
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available and would be highly speculative given the uncertainties around how the economy,
businesses, and customers will respond over the long term once restrictions are lifted and
people are fully vaccinated, as well as other social and economic factors that may affect future
driving behaviours. ICBC is not aware of any studies that purport to provide such a forecast or
range with any confidence; expectations fluctuate regularly due to many factors. At this time
ICBC has concluded that a zero ppt impact on the PY 2021 rate change is its best estimate.

Please note that ICBC and government have publicly stated that any positive net impacts to
ICBC’s financial results due to COVID-19 will benefit customers, which can include returning the
benefit directly to customers in the form of a rebate or through capital to build ICBC’s rate
stabilization fund. Government has thus far delivered on this promise through instructing ICBC
to make two COVID-19 refunds totaling $950 million for fiscal year 2020/21 (the Basic insurance
portion of this is $518 million (rounded)).

Providing rebates to handle temporary windfalls

(rather than adjusting rates for new policies) benefits customers, since they will see an
immediate benefit and will not experience rate fluctuations once the event has concluded, and
rates would need to be re-adjusted to reflect a return back to “normal state”.
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2021.2 RR BCUC.69.3-4 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 3.2, 3.2.1
The Institute for Health Metrics and Evaluation (IHME) COVID-19 Projections
Impact of COVID-19
Various studies are available to understand the impact of COVID-19 in British Columbia,
and in particular, mobility. For instance, the Institute of Health Metrics and Evaluation
(IHME) at the University of Washington provides such a study with historical daily
information on COVID-19 hospital resource use, infections and testing, daily and
cumulative deaths, mask use and social distancing data specific to British Columbia (BC)
– with regular updates.1 The IHME models this historical data, along with
social/government restrictions and behaviours to develop forecasts. These “Social
distancing” data and forecasts present the change in mobility (using cell phone data). In
the COVID-19 model frequently asked questions (FAQs), the IHME states “Mobility refers
to personal movement by a population and is based on anonymous cellphone data
several technology companies have made available for the purposes of fighting COVID19.”2 IHME provides regular data updates, with the forecast currently through to
September 1, 2021, based on IHME’s data and forecast last updated as of May 21, 2021.
BCUC staff notes that quantifying the impact of the change in mobility on claims
frequency may be modelled using the same form as those used to derive selected trend
rates by adding an additional (mobility) parameter which measures the relationship
between the change in mobility to the change in claims frequency experience in the
historical data. The statistical significance of the mobility parameter (e.g., p-value) could
be measured to test the model. Using the modelled relationship implied by the mobility
parameter and the forecasts from the IHME, the expected future change to frequency due
to COVID-19 for the initial months of the proposed policy period effective May 1, 2021
may be estimated. Mobility forecast assumptions for periods after the most recent IHME
forecast (currently through to September 1, 2021) may be based on the actuary’s
judgment as to how long COVID-19 might affect frequency after September 1, 2021. A
weighted average of the COVID-19 impact by month may be calculated as an adjustment
to the projected claim counts (frequency).
A similar calculation could be performed to adjust severity for the impact of COVID-19 –
if the model supported that there is a statistical relationship between mobility and
severity.

69.3 Please discuss whether ICBC considered using the historical relationship between
loss costs/frequency/severity and change in mobility during the pandemic to date, with
IHME’s (or others) forecasted change in mobility in BC, to adjust the forecasted PY 2021
loss costs for the impacts of the COVID-19 pandemic. If not, please explain why not
69.4 As a sensitivity test, please provide an estimate of the impact of the COVID-19
pandemic on frequency for PY 2021 using a model as described above whereby, the
historical relationship between frequency and mobility is measured with a parameter in
the trend model and IHME’s forecast of future mobility data (or other such providers of
mobility forecasts) are considered.
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1

Retrieved from: https://covid19.healthdata.org/canada/british-columbia?view=socialdistancing&tab=trend
2
Retrieved from: http://www.healthdata.org/covid/faqs#social%20distancing
Response:
ICBC has reviewed the patterns in BC mobility against crash frequency and severity during the
COVID-19 pandemic. ICBC’s observations include that:


Changes in crash frequency have been directionally similar to changes in mobility, but
changes have been at different magnitudes; and



Changes in crash severity have no apparent relationship to mobility patterns.

Even though there are directional similarities between mobility and crash frequency, ICBC has
not constructed predictive models to project future crash frequency due to the lack of mobility
data prior to February 2020 and the lack of long-term mobility forecasts. Additional historical
mobility data would be required to establish a credible and statistically sound relationship
between mobility and crash frequency. In addition, mobility is typically not forecasted beyond
the next few months. Therefore, ICBC has concluded that any model constructed using this
data would not produce reliable or meaningful forecasts of PY 2021 crash frequency, severity or
loss costs.

The study from Institute of Health Metrics and Evaluation as described in this information
request has two possible projections, both of which end at September 2021:1


A “universal masks” scenario that projects that BC’s mobility will remain at its current low
level until September 2021.



A “typical mobility” scenario (“worse” scenario) that assumes that BC mobility will
increase immediately to a level of only 5% below its “typical mobility”, and continue to
increase to only 3% below its “typical mobility” by September 2021.

1

COVID 19 projections, The Institute for Health Metrics and Evaluation, https://covid19.healthdata.org/canada/britishcolumbia?view=social-distancing&tab=trend
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The sensitivity analysis provided in the response to information request 2021.2 RR BCUC.69.12 using a crash frequency projection is analogous to the above “universal masks” mobility
scenario.

It assumes that crash frequency will remain at its current low level through

September 7, 2021 (consistent with the latest guidance from the province of BC), and then
revert back to the level as selected in the Application afterwards. This sensitivity analysis
supports a -0.3 percentage points (ppts) impact on the PY 2021 rate change. If one assumes
that mobility and crash frequency are directly correlated, then the short term “universal masks”
scenario would produce a similar impact of -0.3 ppts on the PY 2021 rate change. The “typical
mobility” scenario above has higher mobility levels which, based on the same assumption that
mobility and crash frequency are directly correlated, would produce an impact on PY 2021 of
less than -0.3 ppt of rate.

Please note, as claims attributed to PY 2021 will stretch a significant period beyond September
2021, crash frequencies beyond September 7, 2021 must be considered in the overall impact to
the PY 2021 rate indication. Given there is considerable uncertainty as to whether the impacts
to crash frequency will be unfavourable or favourable once restrictions are lifted, ICBC still
supports the overall zero percentage point impact on PY 2021 as its best estimate.
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2021.2 RR BCUC.70.1 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 3.2, 3.2.1
Insurer Responses to COVID-19
In response to BCUC IRs 3.2 and 3.2.1, ICBC provided “Attachment A – Summary of ICBC
Research on Insurer Responses to COVID-19” which contains a summary of ICBC’s
monitoring of the insurance press and announcements from other insurers in response
to COVID-19. ICBC stated:
At the time of the Application, of the insurers that have offered relief to its
customers in response to COVID-19, most have provided it in the form of a refund
given the uncertainty of the impact. There have been few companies that have
applied a temporary rate decrease with the intention to revert back to previous
levels when the impacts from the pandemic have stabilized.
ICBC further stated, “A zero ppt impact from the COVID-19 pandemic remains a
reasonable estimate for PY 2021.”
70.1 If possible, please provide a summary of the actuarial assumptions made by
actuaries from other insurers for the impact of the COVID-19 pandemic on loss costs in
their most recent private passenger vehicle rate applications, including the
corresponding effective date of the rate applications.
70.1.1 Please compare the assumptions provided in the IR response above to ICBC’s
assumption of a zero ppt impact from the COVID-19 pandemic.
Response:
ICBC has reviewed the limited rate applications publicly available, and is not able to identify or
compare its actuarial assumptions to those in other insurers’ rate applications with respect to
the COVID-19 pandemic impact on loss costs.
To ICBC’s knowledge, there are only two recent publicly available rate applications:


Saskatchewan Government Insurance filed the Saskatchewan Auto Fund 2021 Rate
Proposal on June 1, 2021, in which there are no adjustments for the impacts of COVID19.1 The Rate Proposal states that “While this pandemic has had a significant effect on
vehicle usage and claims in 2020, we have assumed that the effect will be largely

1

Saskatchewan Auto Fund 2021 Rate Proposal, Saskatchewan Government Insurance, June 1, 2021,
https://saskratereview.ca/docs/3949-SGI-Auto-Fund-2021-Rate-Proposal_FINAL_SECURED.pdf.
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concluded by the proposed rating year (Jan. 21, 2022 to Jan. 20, 2023). No special
adjustments to expected claim counts or losses have been made.”2


Manitoba Public Insurance filed its 2021 rate application on June 17, 2020, in which no
COVID-19 adjustments for future years were mentioned.3

For the other public insurers, Quebec’s automobile insurance board (SAAQ) has announced
that Quebec drivers will not have to pay insurance premiums in 2022 and 2023 due to
investment income generated from the significant drop in the number of road accident victims
and claims paid out over the past 10 years, including 2020 which is impacted by COVID-19.4
There is no discussion about actuarial assumptions regarding COVID-19 impacts to 2022 and
future years in the announcement.

In Ontario and other provinces, where auto insurance is offered by private insurers, rate
applications are not publicly available online. ICBC’s knowledge is limited to rate changes
published on provincial regulators’ websites and press releases made by the insurance
companies.

Information provided from these sources usually does not include actuarial

assumptions.

2

Saskatchewan Auto Fund 2021 Rate Proposal, Saskatchewan Government Insurance, June 1, 2021, p. 30,
https://saskratereview.ca/docs/3949-SGI-Auto-Fund-2021-Rate-Proposal_FINAL_SECURED.pdf.
3

Manitoba Public Insurance, June 17, 2020, https://apps.mpi.mb.ca/Rate-Application/2021/GRA/2021_GRA.pdf.

Proposed Insurance Contributions for 2022/20224, Société de l’assurance automobile du Québec, April 30, 2021,
p. 18, https://saaq.gouv.qc.ca/fileadmin/documents/publications/insurance-contributions-2022-2024.pdf.
4
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2021.2 RR BCUC.71.1 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
ICBC Basic Vehicle Damage coverage (BVDC) – Frequently Asked Questions
Regular Depreciation
The following document appears on ICBC’s website:
https://www.icbc.com/partners/material-damage/documents/md-bvdc-frequently-askedquestions.pdf
In the ICBC response to frequently asked questions in the above-noted document, ICBC
states:
Under Enhanced Care Basic Vehicle Damage coverage (BVDC) will not include or
absorb the costs associated with depreciation. Due to the lawsuit ban customers
will no longer claim for betterment under third party liability coverage, and so
depreciation is applied to non-responsible customers under Enhanced Care.





ICBC applies depreciation equally to both responsible and non-responsible
customers.
ICBC does not apply depreciation to any part where there might be a safety
concern.
As a result of the lawsuit ban, betterment may not be claimed in tort.
Betterment may still be considered on third party claims that occur in a
tort-based OOP [Out of Province] jurisdiction.

This application of depreciation ensures that the customer contributes to the
repair or replacement cost of damaged or worn parts and does not put the
customer in a better position than they were before the crash.
Please explain how depreciation was applied before the introduction of BVDC, separately
for responsible and non-responsible parties.
Response:
For responsible parties, ICBC’s approach has not changed before and after the introduction of
BVDC. Responsible parties are required to pay a depreciated value on wearable parts that
require replacement due to the collision. Depreciation is applied when a quality recycled and/or
aftermarket part is unavailable resulting in the use of a new Original Equipment Manufacture
(OEM) part. In some instances, ICBC will apply depreciation to aftermarket parts that are
replaced with another aftermarket part, the most common examples being tires, batteries, and
suspension components, but could also include major mechanical parts. Depreciation will
continue to be applied to high wearing components such as engines and transmissions when
applicable regardless of who is responsible for the crash.
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Prior to BVDC, depreciation was not applied to certain parts of a vehicle requiring replacement
when customers were not responsible for the crash. The non-responsible customer did not
incur the cost of depreciation of replacement parts as the repairs were paid under the
responsible motorists Third Party Liability coverage.

With the introduction of BVDC, vehicle damages are no longer paid under a responsible
customer’s Third Party Liability Coverage. BVDC is a Basic insurance first party coverage,
which will not provide for betterment (putting the customers in a better position than they were
prior to the crash). For this reason, depreciation will be applied (when applicable) regardless of
who is responsible for the crash.
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2021.2 RR BCUC.71.2 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
ICBC Basic Vehicle Damage coverage (BVDC) – Frequently Asked Questions
Regular Depreciation
The following document appears on ICBC’s website:
https://www.icbc.com/partners/material-damage/documents/md-bvdc-frequently-askedquestions.pdf
In the ICBC response to frequently asked questions in the above-noted document, ICBC
states:
Under Enhanced Care Basic Vehicle Damage coverage (BVDC) will not include or
absorb the costs associated with depreciation. Due to the lawsuit ban customers
will no longer claim for betterment under third party liability coverage, and so
depreciation is applied to non-responsible customers under Enhanced Care.





ICBC applies depreciation equally to both responsible and non-responsible
customers.
ICBC does not apply depreciation to any part where there might be a safety
concern.
As a result of the lawsuit ban, betterment may not be claimed in tort.
Betterment may still be considered on third party claims that occur in a
tort-based OOP [Out of Province] jurisdiction.

This application of depreciation ensures that the customer contributes to the
repair or replacement cost of damaged or worn parts and does not put the
customer in a better position than they were before the crash.
Please highlight the changes in the application of non-accelerated depreciation and
accelerated depreciation for full tort claims, modified tort claims and new claims under
Enhanced Care.
Response:
Under full tort, a non-responsible party could claim Accelerated Depreciation (AD) with proof of
loss. If the loss was substantiated, AD would be paid under Third Party Liability coverage
provided under the insurance policy of the motorist at fault for the collision. The responsible
party would not be eligible for AD and would be required to contribute towards the betterment of
the required replacement parts for their own vehicle repairs.

Under modified tort (claims occurring between April 1, 2019 to April 30, 2021 under RAAP
Product Reform), depreciation and accelerated depreciation are handled the same as under the
full tort model.
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Under Enhanced Care, neither the responsible nor non-responsible party is able to make a
claim for AD. Both parties are responsible to contribute towards the betterment of the required
replacement parts for their repairs. Further, if a BC motorist is involved in a collision in a
jurisdiction where AD exists, the customer’s Basic Vehicle Damage coverage will only cover
damages to their vehicle. The customer would have to address the AD component of their
claim directly with the Third Party insurer.
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2021.2 RR BCUC.71.3 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
ICBC Basic Vehicle Damage coverage (BVDC) – Frequently Asked Questions
Regular Depreciation
The following document appears on ICBC’s website:
https://www.icbc.com/partners/material-damage/documents/md-bvdc-frequently-askedquestions.pdf
In the ICBC response to frequently asked questions in the above-noted document, ICBC
states:
Under Enhanced Care Basic Vehicle Damage coverage (BVDC) will not include or
absorb the costs associated with depreciation. Due to the lawsuit ban customers
will no longer claim for betterment under third party liability coverage, and so
depreciation is applied to non-responsible customers under Enhanced Care.





ICBC applies depreciation equally to both responsible and non-responsible
customers.
ICBC does not apply depreciation to any part where there might be a safety
concern.
As a result of the lawsuit ban, betterment may not be claimed in tort.
Betterment may still be considered on third party claims that occur in a
tort-based OOP [Out of Province] jurisdiction.

This application of depreciation ensures that the customer contributes to the
repair or replacement cost of damaged or worn parts and does not put the
customer in a better position than they were before the crash.
71.3 To the extent that non-accelerated depreciation and accelerated depreciation are
applied differently under Enhanced Care compared to how they were applied previously,
please explain if and how these differences were considered in the calculation of the
-26.5% rate change to cover costs, including the rationale for the approach.
71.3.1 If applicable, please provide a table by accident year to show how the latest five
years of historical BVDC loss data, without a reduction for depreciation, is adjusted to
now reflect how depreciation will apply from May 1, 2021.
Response:
The differences in how non-accelerated depreciation (referred to as “depreciation” in this
response) and accelerated depreciation (AD) exposures were applied in the Basic insurance
under full tort (or modified tort) versus Enhanced Care is not accounted for in ICBC’s policy year
(PY) 2021 rate indication.
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The 2021 RRA was filed with the BCUC on December 15, 2020; whereas the Basic Vehicle
Damage coverage (BVDC) regulations, which outline the details of the BVDC benefits including
how depreciation and AD are applied, were approved by Government on January 22, 2021. In
the absence of these regulations being finalized ICBC had prepared the rate indication analysis
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 (“Government Directive”).

The Government Directive did not contain

information pertaining to the application of depreciation and AD. Therefore, ICBC estimated the
PY 2021 BVDC loss and ALAE based on historical in-province vehicle damage claims data
(excluding hit and run claims) without any adjustments for the application of depreciation and
AD.

The impacts from depreciation on Basic loss data over the last five years are not available,
mainly since depreciation costs were not tracked under Third Party Liability prior to
May 1, 2021. However, ICBC has estimated (at a high level) that the combined impact from
depreciation would have less than 0.1 percentage points of impact on the PY 2021 indicated
rate change.

This assumes the depreciation impact on ICBC’s historical Optional material

damage claims costs, that is tracked, would be similar for BVDC, and also uses the AD payment
data available for 2019 and 2020 ($520,000) provided in the response to information request
2021.1 RR FAGL.1-9.
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2021.2 RR BCUC.72.1-3 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 5.1–5.1.2
Ontario versus British Columbia Enhanced Accident Benefits (EAB) Severity Amount
BCUC IRs 5.1 to 5.1.2 requested ICBC to provide a comparison between the average
severity amount in Ontario for accident benefits to the Enhanced Accident Benefits
(EAB) severity under the Enhanced Care model in BC. ICBC stated:
In ICBC’s opinion such comparison is not relevant given the significant
differences between the auto insurance models, products, as well as coverages
and benefits provided under the new Enhanced Care model in BC compared to the
standard auto insurance coverage provided in Ontario. For example:


Ontario’s standard auto insurance policy provides up to $1,000,000 benefits for
the medical, rehabilitation and attendant care benefits for catastrophic injuries,
and up to $65,000 for non-catastrophic injuries. These benefits are not subject
to a limit in the new Enhanced Care model in BC nor in MPI’s auto insurance
coverage.



Ontario’s income replacement benefits provides [sic] weekly income
replacement of 70% of gross income up to $400 per week; while both the new
Enhanced Care model in BC and MPI’s coverages provide 90% of net income
up to a maximum of annual gross income. For BC, the benefit provides up to
$100,000 gross income, which converts to roughly $1,200 per week.



As indicated in the information request, Ontario’s accident benefits do not
provide compensation for permanent impairment, which is covered under BC’s
Enhanced Care model.



Ontario operates under a hybrid no fault model, where claimants are allowed to
pursue litigation for recovery of losses against the at-fault party subject to
restrictions. Research on Ontario’s experience with a hybrid no-fault model
shows that the combined first-party and third-party personal injury losses
have increased over time. This model has led to an increase in “excessive and
abusive claiming behaviors by claimants and medical providers”.



Ontario’s auto insurance market has multiple private insurers who are allowed
to exclude customers deemed risky from an underwriting perspective. As a
public insurer, ICBC has to underwrite mandatory Basic insurance for all
eligible drivers in BC.

… As a result, any comparison between BC’s EAB severity and Ontario’s accident
benefit severity is not meaningful. [Emphasis in original]
72.1 Please confirm, or explain otherwise, that the first three examples included in the
preamble above indicate that the coverage limits for BC are higher than for Ontario.
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72.1.1 If confirmed, please discuss whether it would be reasonable to expect that the
average claim cost under Enhanced Care in BC will be higher than the average claim cost
in Ontario. Please explain why or why not.
72.2 With respect to the fourth example included in the preamble above, please explain
whether claims cost under Enhanced Care in BC are expected to be higher than Ontario’s
accident benefits since Enhanced Care is a full no-fault system. If not, please explain
why not.
72.3 With respect to the last example included in the preamble above, to what extent
does ICBC agree or disagree that the comparison between Ontario and BC could be
comparable to the total industry as a whole because the Facility Association would
insure the less desirable risks in a pooled residual market, and thereby, there are no
exclusions? Please explain.
Response:
EY Response

72.1

The first three examples included in the list in the response to information request
2021.1 RR BCUC.5.1 (see the preamble above) do indicate that coverage limits for BC are
higher than Ontario’s.
72.1.1

In addition to coverage limits, there are many other factors that have an impact on claim costs
that need to be considered in order to compare two jurisdictions with significant differences in
product design, delivery, and marketplace such as BC and Ontario. This was detailed in the
response to information request 2021.1 RR BCUC.5.1. Considerations that could affect the
average claim cost include but are not limited to the distribution of claims below the respective
limits, the costs of treatment, the measures in place for customers to access the benefits, and
claimant behaviour. For the reasons previously mentioned, we cannot meaningfully compare
BC’s EAB and Ontario’s accident benefit claim costs to determine whether the average claim
cost is expected to be higher in one jurisdiction.
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72.2

Similar to our response to 72.1.1 above, it is very difficult to point to a single factor such as the
delivery model noted in this question to conclusively say claims costs will be higher in one
jurisdiction than another. In practice, each of these models could be subject to cost overruns if
proper controls and systems are not in place to ensure that claims with merit receive their due
benefits while restrictions are enforced for other claims where appropriate.

For example,

reviews of the Ontario model have found increases in excessive and abusive claiming
behaviours by claimants and medical providers as noted in the response to information request
2021.1 RR BCUC.5.1. Ontario’s model also involves interactions of a hybrid tort-based and nofault system to consider.

Without an in-depth and fulsome comparison of the respective

controls and systems in both provinces, we cannot conclude whether the average claims costs
in one jurisdiction or the other would be expected to be higher.
72.3

The Facility Association risk sharing pools and residual markets are mechanisms which spread,
distribute, and share their results among its members based on various jurisdictional rules.
While including the Facility Association risk sharing mechanism might aid the comparison, the
sharing of results between private companies throughout the industry is not entirely comparable
to ICBC insuring each individual risk in the province. ICBC maintains that the comparison is not
meaningful for all of the reasons noted above.
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2021.2 RR BCUC.72.4 Reference: ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-5, BCUC IR 5.1–5.1.2
Ontario versus British Columbia Enhanced Accident Benefits (EAB) Severity Amount
BCUC IRs 5.1 to 5.1.2 requested ICBC to provide a comparison between the average
severity amount in Ontario for accident benefits to the Enhanced Accident Benefits
(EAB) severity under the Enhanced Care model in BC. ICBC stated:
In ICBC’s opinion such comparison is not relevant given the significant
differences between the auto insurance models, products, as well as coverages
and benefits provided under the new Enhanced Care model in BC compared to the
standard auto insurance coverage provided in Ontario. For example:


Ontario’s standard auto insurance policy provides up to $1,000,000 benefits for
the medical, rehabilitation and attendant care benefits for catastrophic injuries,
and up to $65,000 for non-catastrophic injuries. These benefits are not subject
to a limit in the new Enhanced Care model in BC nor in MPI’s auto insurance
coverage.



Ontario’s income replacement benefits provides [sic] weekly income
replacement of 70% of gross income up to $400 per week; while both the new
Enhanced Care model in BC and MPI’s coverages provide 90% of net income
up to a maximum of annual gross income. For BC, the benefit provides up to
$100,000 gross income, which converts to roughly $1,200 per week.



As indicated in the information request, Ontario’s accident benefits do not
provide compensation for permanent impairment, which is covered under BC’s
Enhanced Care model.



Ontario operates under a hybrid no fault model, where claimants are allowed to
pursue litigation for recovery of losses against the at-fault party subject to
restrictions. Research on Ontario’s experience with a hybrid no-fault model
shows that the combined first-party and third-party personal injury losses
have increased over time. This model has led to an increase in “excessive and
abusive claiming behaviors by claimants and medical providers”.



Ontario’s auto insurance market has multiple private insurers who are allowed
to exclude customers deemed risky from an underwriting perspective. As a
public insurer, ICBC has to underwrite mandatory Basic insurance for all
eligible drivers in BC.

… As a result, any comparison between BC’s EAB severity and Ontario’s accident benefit
severity is not meaningful. [Emphasis in original]
72.4 Please provide a total industry comparison of the Ontario average accident benefits
(indemnity) severity amount to that of BC’s. Please use the most recent full accident year
for Ontario (i.e. 2019) and include any necessary adjustments for differences in average
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accident date between Ontario and BC by applying a trend rate to Ontario data (excluding
urban versus rural or other distributional differences between the provinces).
72.4.1 To the extent that the Ontario average accident benefits (indemnity) severity
amount provided in the IR above is higher, please comment on the possible reasons
why.
Response:
EY Response

As stated in response to information request 2021.1 RR BCUC.5.1, ICBC relied upon Manitoba
Public Insurance (MPI) data in estimating claims costs for Enhanced Accident Benefits (EAB)
coverage in the Application following the 2020 Government Directive regarding ICBC’s
Application for a General Rate Change Order for the 2021 Policy Year. This was supported by
the similarities in benefits and coverages between EAB and the MPI model. As a result, we did
not conduct any analysis to compare the EAB severity under the Enhanced Care model in BC to
the average accident benefits severity in Ontario.

As discussed in the response to information request 2021.2 RR BCUC.72.1-3, there are several
reasons as to why severities could be different between Ontario and BC including product
design (coverages offered for example), the distribution of claims below the respective limits,
the costs of treatment, wage levels, the measures in place for customers to access the benefits,
claimant behaviour, the controls and systems in place, the interactions of Ontario’s hybrid tortbased and no-fault system, among others.

While it remains our belief that such comparison is not meaningful given the significant
differences noted, we have nevertheless provided below some statistics for the two provinces
purely for informational purposes.

Due to the lack of historical ICBC EAB data, we took

additional steps to project Ontario AB severity to a PY 2021 level.

Data sources and

assumptions are also provided under the table, with additional notes as follows:


As indicated in the Application, Chapter 3, Figure 3.4, the overall severity for the EAB
coverage is $15,558 excluding indexation. Including indexation the severity is higher
at $18,614, while the associated loss cost is $469.

These results are for a
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combination of Personal and Commercial lines of business but the majority of the
claims costs are from the Personal line of business.


Ontario’s data is as of December 31, 2019 and includes only private passenger
vehicles, excluding farmers.

Figure 1 – Ontario Accident Benefits Statistics
(1)

(2)

(3)

Accident
Year

Severity ($)

Frequency per 100
Earned Vehicles

Loss Cost ($)

2015

37,265

1.04

387.88

2016

36,213

1.07

386.92

2017

32,207

1.05

339.55

2018

31,671

1.03

325.05

2019

31,735

1.04

329.77

(1), (2), (3) - From Ontario Actual Loss Ratio Exhibit as published on the General Insurance Statistical
Agency website1, as of December 31, 2019.

Figure 2 – Ontario Accident Benefits Trended Severity to Policy Year 2021
(1)

(2)

(3)

(4)

(5)

Accident
Year

Accident
Benefits
Severity ($)

Average
Accident
Date

Trend
Period

Trend
Factor

Trended
Severity to
PY 2021 ($)

2015

37,265

1 Jul 2015

7.30

1.00

37,265

2016

36,213

1 Jul 2016

6.29

1.00

36,213

2017

32,207

1 Jul 2017

5.29

1.00

32,207

2018

31,671

1 Jul 2018

4.29

1.00

31,671

2019

31,735

1 Jul 2019

3.29

1.00

31,735

(1) From Figure 1 column (1) above.
(2) Midpoint of Accident Year.
(3) Severities are trended to 15 Oct 2022, the midpoint of Policy Year 2021. The trend periods are
calculated as the difference in years between this date and the average accident date from column (2).
(4) The most recent benchmark loss trend rate for Accident Benefits – Total as published by the Financial
Services Regulatory Authority of Ontario (FSRAO) is 0.0% for June 1 2016 and onwards. Trend factors
are calculated as [1 + 0.0%] ^ trend period from column (3).
(5) = (1) x (4)

1

https://www.gisa.ca/StatisticalInformation
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2021.2 RR BCUC.73.1 Reference: BUSINESS OPERATIONS
Exhibit B-1 (Application), Appendix 4B, p. 4B-3; Exhibit B-5, BCUC IR 24.2, 24.6
Broker Remuneration
On page 4B-3 of Appendix 4B to the Application, ICBC states “Autoplan brokers have
accepted several years of low or no increase to support keeping BC insurance rates as
low as possible.” ICBC provides Figure 4B.1 showing the broker Basic fees for new and
renewal transactions since 2011:

In response to BCUC IR 24.2, ICBC stated:
ICBC’s evaluation of brokers’ additional workload is based on understanding
broker business operations and the changes ICBC has introduced, and is
determined after consultations with brokers. Due to the complex nature of these
changes, a specific breakdown of the additional workload is not possible. ICBC
considers an eight percent fee increase reasonable, in part, because Basic
insurance remuneration fees have not changed since 2017.
In response to BCUC IR 24.6, ICBC stated:
ICBC has an insurance product and model that is unique in Canada. Like ICBC,
Manitoba Public Insurance (MPI) and Saskatchewan Government Insurance (SGI)
are the sole providers of Basic insurance coverages in their respective provinces,
but the coverages and limits are different from each other and from ICBC. For
instance, both MPI and SGI include vehicle protections in their basic insurance
that ICBC sells optionally. The way these insurers compensate brokers for new
and renewal transactions is also different. Both SGI and MPI pay brokers a
percentage of premium for basic insurance. ICBC pays a fixed fee for Basic
insurance transactions. The differences in coverages, limits, and payment
structures make it impracticable to draw meaningful comparisons.
In addition to the explanation that Basic insurance broker remuneration fees have not
changed since 2017, please provide the other factors ICBC considered to conclude that
an eight percent fee increase is reasonable.
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Response:
Since 2017, brokers have adopted significant change that has required hours of training,
switching to a new sales system, understanding new policies and products, and transitioning
customers to changes that affect coverage and ways of evaluating risk. ICBC did not increase
broker Basic insurance remuneration fees during this period in an effort to not add to the
pressures created by claims costs on Basic insurance affordability as rates and premiums were
already seeing substantial increases. In addition to changes that took place during a period of
no Basic insurance broker remuneration fee change, Enhanced Care introduced extensive
training requirements and policy changes that brokers are required to review with all customers.
These include significant changes to the ICBC’s Basic insurance product, which under the
Enhanced Care model protects against both vehicle damage and injury risks in totally new
ways.
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2021.2 RR BCUC.73.2 Reference: BUSINESS OPERATIONS
Exhibit B-1 (Application), Appendix 4B, p. 4B-3; Exhibit B-5, BCUC IR 24.2, 24.6
Broker Remuneration
On page 4B-3 of Appendix 4B to the Application, ICBC states “Autoplan brokers have
accepted several years of low or no increase to support keeping BC insurance rates as
low as possible.” ICBC provides Figure 4B.1 showing the broker Basic fees for new and
renewal transactions since 2011:

In response to BCUC IR 24.2, ICBC stated:
ICBC’s evaluation of brokers’ additional workload is based on understanding broker
business operations and the changes ICBC has introduced, and is determined after
consultations with brokers. Due to the complex nature of these changes, a specific
breakdown of the additional workload is not possible. ICBC considers an eight percent
fee increase reasonable, in part, because Basic insurance remuneration fees have not
changed since 2017.
In response to BCUC IR 24.6, ICBC stated:
ICBC has an insurance product and model that is unique in Canada. Like ICBC, Manitoba
Public Insurance (MPI) and Saskatchewan Government Insurance (SGI) are the sole
providers of Basic insurance coverages in their respective provinces, but the coverages
and limits are different from each other and from ICBC. For instance, both MPI and SGI
include vehicle protections in their basic insurance that ICBC sells optionally. The way
these insurers compensate brokers for new and renewal transactions is also different.
Both SGI and MPI pay brokers a percentage of premium for basic insurance. ICBC pays a
fixed fee for Basic insurance transactions. The differences in coverages, limits, and
payment structures make it impracticable to draw meaningful comparisons.
Other than the information shown in Figure 4B.1, have there been any instances where
Broker Basic Fees have increased by more than 8 percent? If so, when and what were the
reasons for such increases?
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Response:
The only time broker Basic fees increased more than 8% was in 2008. That year, fees overall
increased 11.75%. This followed a period of substantial change for brokers, resulting from the
Insurance (Motor Vehicle) Amendment Act, 2003 (Bill 93), and 15 years with only three broker
Basic fee increases, that averaged less than 5%. ICBC has a long history of managing broker
Basic fees so as not to compound other cost pressures, in order to help keep Basic insurance
premiums more affordable. The result is that ICBC has not increased Basic broker fees in 19 of
the last 34 years. When other cost pressures are relaxed, broker fee increases are larger than
they would be if the fees had been increasing each year.
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2021.2 RR BCUC.73.3 Reference: BUSINESS OPERATIONS
Exhibit B-1 (Application), Appendix 4B, p. 4B-3; Exhibit B-5, BCUC IR 24.2, 24.6
Broker Remuneration
On page 4B-3 of Appendix 4B to the Application, ICBC states “Autoplan brokers have
accepted several years of low or no increase to support keeping BC insurance rates as
low as possible.” ICBC provides Figure 4B.1 showing the broker Basic fees for new and
renewal transactions since 2011:

In response to BCUC IR 24.2, ICBC stated:
ICBC’s evaluation of brokers’ additional workload is based on understanding broker
business operations and the changes ICBC has introduced, and is determined after
consultations with brokers. Due to the complex nature of these changes, a specific
breakdown of the additional workload is not possible. ICBC considers an eight percent
fee increase reasonable, in part, because Basic insurance remuneration fees have not
changed since 2017.
In response to BCUC IR 24.6, ICBC stated:
ICBC has an insurance product and model that is unique in Canada. Like ICBC, Manitoba
Public Insurance (MPI) and Saskatchewan Government Insurance (SGI) are the sole
providers of Basic insurance coverages in their respective provinces, but the coverages
and limits are different from each other and from ICBC. For instance, both MPI and SGI
include vehicle protections in their basic insurance that ICBC sells optionally. The way
these insurers compensate brokers for new and renewal transactions is also different.
Both SGI and MPI pay brokers a percentage of premium for basic insurance. ICBC pays a
fixed fee for Basic insurance transactions. The differences in coverages, limits, and
payment structures make it impracticable to draw meaningful comparisons.
In the 3 years from 2012 to 2014 where Broker Basic Fees remain unchanged, ICBC’s
remuneration fees in 2015 increased by 3 percent, for example, from $14.00 to $14.42 for
new transactions. Please explain whether ICBC considers the 3 percent increase in 2015
included compensation for no remuneration fee changes for 3 years since 2012. If so,
please explain the 3 percent increase in 2015 vs. the 8 percent increase in 2021 for
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similar justification. If not, please explain why a prolonged “no change in remuneration
fees” was not a factor in 2015.
Response:
ICBC provided the 2015 increase to broker Basic fees with an understanding that the lack of
increases had been a long-standing issue for brokers and recognizing brokers would be
required to manage the transition between the old Autoplan Data Capture system and the new
PolicyCenter system, while still maintaining services to customers. In 2016, ICBC launched
PolicyCenter, which resulted in months of learning and adapting to new ways of processing
ICBC transactions. In 2016 and 2017, ICBC made small additional increases to broker Basic
fees. Then, as rates and premiums continued to rise, the broker Basic fee schedule was
unchanged until 2021. During those years, ICBC introduced the Insurance Rating Model, with
the greater effort to identify and list all vehicle drivers, and distance-based pricing, followed by
Enhanced Care in 2021. The introduction of PolicyCenter and then Enhanced Care represents
the biggest changes in ICBC’s history.

The eight percent increase in 2021 reflects the

significant amount of change brokers have, and still are, adapting to and supporting customers
through over the last four years when there have been no increases in fees.
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2021.2 RR BCUC.73.4 Reference: BUSINESS OPERATIONS
Exhibit B-1 (Application), Appendix 4B, p. 4B-3; Exhibit B-5, BCUC IR 24.2, 24.6
Broker Remuneration
On page 4B-3 of Appendix 4B to the Application, ICBC states “Autoplan brokers have
accepted several years of low or no increase to support keeping BC insurance rates as
low as possible.” ICBC provides Figure 4B.1 showing the broker Basic fees for new and
renewal transactions since 2011:

In response to BCUC IR 24.2, ICBC stated:
ICBC’s evaluation of brokers’ additional workload is based on understanding broker
business operations and the changes ICBC has introduced, and is determined after
consultations with brokers. Due to the complex nature of these changes, a specific
breakdown of the additional workload is not possible. ICBC considers an eight percent
fee increase reasonable, in part, because Basic insurance remuneration fees have not
changed since 2017.
In response to BCUC IR 24.6, ICBC stated:
ICBC has an insurance product and model that is unique in Canada. Like ICBC, Manitoba
Public Insurance (MPI) and Saskatchewan Government Insurance (SGI) are the sole
providers of Basic insurance coverages in their respective provinces, but the coverages
and limits are different from each other and from ICBC. For instance, both MPI and SGI
include vehicle protections in their basic insurance that ICBC sells optionally. The way
these insurers compensate brokers for new and renewal transactions is also different.
Both SGI and MPI pay brokers a percentage of premium for basic insurance. ICBC pays a
fixed fee for Basic insurance transactions. The differences in coverages, limits, and
payment structures make it impracticable to draw meaningful comparisons.
Given ICBC’s statement that comparisons to MPI and SGI are not meaningful, please
explain, whether ICBC considers there are any comparable or benchmark broker fees
which may have been used to evaluate the reasonableness of broker remuneration for
ICBC. Please provide this information, if any.
Response:
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ICBC does not compare Basic remuneration to other payments made by other insurers. Private
insurers do not separate Basic and Optional insurance, nor do they publish their fees and
commissions, so valid comparisons are not possible. MPI and SGI have different components
in their basic insurance package and a different fee structure.

Accordingly, there are no

comparable or benchmark broker fees that may be used to assess the reasonableness of
broker remuneration. ICBC is committed to ensuring brokers receive fair overall remuneration
while keeping Basic insurance costs low and stable.
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2021.2 RR BCUC.73.5 Reference: BUSINESS OPERATIONS
Exhibit B-1 (Application), Appendix 4B, p. 4B-3; Exhibit B-5, BCUC IR 24.2, 24.6
Broker Remuneration
On page 4B-3 of Appendix 4B to the Application, ICBC states “Autoplan brokers have
accepted several years of low or no increase to support keeping BC insurance rates as
low as possible.” ICBC provides Figure 4B.1 showing the broker Basic fees for new and
renewal transactions since 2011:

In response to BCUC IR 24.2, ICBC stated:
ICBC’s evaluation of brokers’ additional workload is based on understanding
broker business operations and the changes ICBC has introduced, and is
determined after consultations with brokers. Due to the complex nature of these
changes, a specific breakdown of the additional workload is not possible. ICBC
considers an eight percent fee increase reasonable, in part, because Basic
insurance remuneration fees have not changed since 2017.
In response to BCUC IR 24.6, ICBC stated:
ICBC has an insurance product and model that is unique in Canada. Like ICBC,
Manitoba Public Insurance (MPI) and Saskatchewan Government Insurance (SGI)
are the sole providers of Basic insurance coverages in their respective provinces,
but the coverages and limits are different from each other and from ICBC. For
instance, both MPI and SGI include vehicle protections in their basic insurance
that ICBC sells optionally. The way these insurers compensate brokers for new
and renewal transactions is also different. Both SGI and MPI pay brokers a
percentage of premium for basic insurance. ICBC pays a fixed fee for Basic
insurance transactions. The differences in coverages, limits, and payment
structures make it impracticable to draw meaningful comparisons.
Please explain how ICBC determines the frequency for when broker remuneration
increases take place. When will the next Basic insurance broker remuneration fee
adjustment occur?
Response:
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The Autoplan Agency

Agreement requires ICBC to review and publish a remuneration schedule each year by
December 31 for the following year. Whether there is a change in the Basic insurance fees
published each year is determined by looking at brokers’ overall remuneration and changes that
affect broker workload or costs.
remuneration fee adjustments.

ICBC has not scheduled any future Basic insurance
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2021.2 RR BCUC.74.1-2 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 28.1, 28.5
Transition to British Columbia Investment Management Corporation (BCI)
In response to BCUC IR 28.1, ICBC stated:
ICBC maintained management of the two real estate investment properties until
April 20, 2020 when they were sold to QuadReal. During the fiscal year 2020/21,
some of ICBC’s segregated mortgage loans were sold to QuadReal. The timing of
the mortgage loan sales is listed in the footnote to the table below. The remaining
segregated mortgage loan investments will be transitioned to QuadReal to
manage on April 1, 2021.
In response to BCUC IR 28.5, ICBC stated:
Expected yields on existing investments which have transitioned or will transition
to BCI management should not be impacted by the transition as the underlying
assets remain unchanged. New investments entered into post-transition have the
potential to generate slightly higher yields as a result of BCI’s scale and broader
range of available investment options.
74.1 Please clarify if the transition of remaining segregated mortgage loan investments
to QuadReal on April 1, 2021 means ICBC selling its mortgage loan investments to
QuadReal or some other method of transition.
74.2 With respect to some of ICBC’ segregated mortgage loans which were sold to
QuadReal during fiscal 2020/21 and the remaining segregated mortgage loan
investments that will be transitioned to QuadReal to manage on April 1, 2021, please
clarify whether these investments are still considered part of ICBC’s investment portfolio
and if there is any impact on expected yields.
Response:
74.1
The transition of the remaining segregated mortgages, which was completed on April 1, 2021,
did not involve a sale of the assets to QuadReal. The transition involved QuadReal taking over
the administration of the remaining mortgages. ICBC will remain as the sole owner of the
mortgages until such time as they are fully repaid.

74.2
The segregated mortgages which were transitioned to QuadReal remain a part of the ICBC
portfolio. The loans sold to QuadReal during FY 2020/21 were sold in exchange for units in

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.74.1-2 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 2 of 2

BCI’s Fixed Term Mortgage Fund, which has a similar expected yield to that of the loans sold.
There is no expected impact on yields.
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2021.2 RR BCUC.75.1 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 28.3.1, 39.1
ICBC In-house Costs
In response to BCUC IR 28.3.1, ICBC provided the following table showing that
“Investment Manager Fees” are expected to increase and “ICBC In-house costs” over the
period 2017/18 Actual to 2023/24 Forecast:

Additionally, in response to BCUC IR 39.1, ICBC presented the following table:

To the extent possible, please expand the table provided in response to BCUC IR 28.3.1,
titled “ICBC Investment Portfolio - Management Expenses For Year ending March 31” to
include the Management Expense Ratio for 2017/18, 2018/19 and 2019/20 Actual,
2020/2021 Outlook and 2021/22, 2022/23 and 2023/24 Forecast.
Response:
The table below outlines the investment management costs for the past three fiscal years, the
outlook for fiscal year ending March 31, 2021, forecasts for the three future fiscal years, and
includes the management expense ratios. The increase in the management expense ratio
results from an increase in investment manager fees starting in fiscal year 2021/22, which is
due to the transition to higher yielding asset classes that are more expensive to manage, and
coupled with a temporary decrease in assets under management over the same period (as
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ICBC experiences negative operational cash flows during the transition to the Enhanced Care
model as legacy claims are settled).

ICBC Investment Portfolio – Management Expenses
For Year ending March 31
(Total Costs $000s)

2017/18
Actuals

2018/19
Actuals

2019/20
Actuals

2020/21
Outlook

2021/22
Forecast

2022/23
Forecast

2023/24
Forecast

ICBC In-House Costs

5,871

4,908

3,708

1,709

1,266

1,266

1,266

Investment Manager
Fees

6,844

12,140

21,763

25,881

45,300

47,300

49,300

-

-

3,565

7,762

9,000

9,000

6,000

12,715

17,048

29,036

35,352

55,566

57,566

56,566

0.08%

0.10%

0.15%

0.20%1

0.28%1

0.32%1

0.33%1

BCI /QuadReal's
Segregated Asset
Management Fees and
Costs for Legacy Assets
Total
Management Expense
Ratio
1

Management expense ratio is calculated for 2020/21 outlook, 2021/22 forecast, 2022/23 forecast, and 2023/24
forecast using estimates of investment management costs and projections of assets under management provided by
BCI.

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.75.2 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 1

2021.2 RR BCUC.75.2 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 28.3.1, 39.1
ICBC In-house Costs
In response to BCUC IR 28.3.1, ICBC provided the following table showing that
“Investment Manager Fees” are expected to increase and “ICBC In-house costs” over the
period 2017/18 Actual to 2023/24 Forecast:

Additionally, in response to BCUC IR 39.1, ICBC presented the following table:

Please clarify whether the Investment Manager Fees increases presented in response to
BCUC IR 28.3.1 reflect BCI’s fees to manage BCI’s pooled funds. If not, please explain
what the Investment Manager Fees increases relate to and where BCI’s fees to manage
BCI’s pooled funds are reflected in the table.
Response:
Yes, the investment manager fees presented in the table in the response to information request
2021.1 RR BCUC.28.3 include BCI’s fees for managing BCI’s pooled funds. The investment
manager fees consist of the management fees from legacy external managers, BCI, and
QuadReal for the BCI pooled funds.
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2021.2 RR BCUC.75.3 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 28.3.1, 39.1
ICBC In-house Costs
In response to BCUC IR 28.3.1, ICBC provided the following table showing that
“Investment Manager Fees” are expected to increase and “ICBC In-house costs” over the
period 2017/18 Actual to 2023/24 Forecast:

Additionally, in response to BCUC IR 39.1, ICBC presented the following table:

In the table provided in response to BCUC IR 39.1, please explain why Investment
Manager Fees are the same prior to and after the transition to BCI for the year ending
June 30, 2020.
Response:
The investment manager fees provided in the table in the response to information request
2021.1 RR BCUC.39.1 are the same prior to and after the transition to BCI since management
fees would be paid to either BCI or external investment managers to manage the fund
investments whether the transition took place or not. In the case of “After transition to BCI”,
some of the investment manager fees were paid to BCI for the BCI equity pooled funds as the
legacy equity external managers had been terminated.
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The intention of the table provided in the response to information request 2021.1 RR
BCUC.39.1 was to show the main difference in management expenses due to the transition to
BCI.

The difference is that ICBC pays BCI and QuadReal an asset management fee for

managing ICBC’s investment assets, which are not in BCI pooled funds. Prior to the transition
to BCI, the asset management was done in-house.
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2021.2 RR BCUC.76.1 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 43.2
Other Changes to the 2020 Statement of Investment Policy and Procedures (SIPP)
In response to BCUC IR 43.2, ICBC stated:
The Eligible Investments section was updated to clearly delineate between ICBC
assets that are managed on a segregated basis, and assets that are invested in
commingled vehicles alongside other investors. ICBC has the ability to impose
investment constraints on segregated investments, but accepts that commingled
funds are managed in accordance with each fund’s investment policies, as
established by the manager and disclosed to ICBC as part of the due diligence
process that informs any decision by the Investment Committee and Board of
Directors to approve an investment in the fund. As ICBC does not directly invest
in Infrastructure assets but rather only through infrastructure funds, the leverage
constraints are now contained in the individual approved fund mandates and not
in the SIPP.
Please confirm or explain otherwise whether the commingled funds that ICBC invests
contain a leverage constraint similar to what was included in the June 2018 SIPP.
Response:
Yes, BCI fund mandates contain constraints around leverage similar to the June 2018 SIPP.
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2021.2 RR BCUC.77.1 Reference: INVESTMENTS
Exhibit B-5, BCUC IR 40.1, 40.2
Historical investment performance
In response to BCUC IR 40.1, ICBC stated:
ICBC’s first investment in a Mezzanine investment fund was June 2017.
Furthermore, in response to BCUC IR 40.2, ICBC stated:
In addition, the mezzanine debt funds are usually “front-loaded” with expenses at
the onset of the fund, as there are organizational and fund expenses to deploy
capital and acquire new investments. The mezzanine debt fund returns are
expected to increase as the funds finish deploying all their capital.
77.1 Please discuss what a fair presentation of returns would be for mezzanine debt
funds, considering that these investments are usually “front-loaded” with expenses. If
applicable, please provide the long-term expected returns on mezzanine debt funds.
77.1.1 Given that ICBC’s first investment in a mezzanine investment fund was in June
2017, please clarify how long ICBC expects the performance of this type of investment to
be impacted by front-loaded expenses.
Response:
77.1
The nature of these funds require front-loaded fees to cover administration, pursuit costs, and
related expenses. These would be incurred in the early years of the fund at which point they
would be reduced, lessening the ongoing impact to returns, as the fund reaches its fully
operational stage.

In terms of the calculation and presentation of fund returns, these should be in line with the
presentation of other investment funds, after taking into consideration the impact of front-loaded
fees in the early years, as discussed above.

While noting that ICBC invests in both mezzanine and senior mezzanine funds, in terms of
expected returns over the long run, ICBC would target between a 6% and 10% return for these
funds, depending on the nature of the fund in question.
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77.1.1
These funds attracted an investment in 2017 and a separate fund investment with a different
mandate in 2019. That said, front-loaded costs have been fully incurred for both mandates and
no further front-loaded fees are expected.
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2021.2 RR BCUC.78.1 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
On page 5-1 of the Application, ICBC states:
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…
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.
On page 5-2 of the Application, ICBC states:
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.
On page 5-5 of the Application, ICBC states:
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.
On page 5-7 of the Application, ICBC states:
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.
Please clarify whether the Long-Term Capital Market Expectations report is prepared by
BCI exclusively for ICBC, or if it is a general report prepared for all BCI’s clients under its
overall $171.3 billion portfolio.
Response:
The Long-Term Capital Market Expectations report is prepared as a general report for use by
BCI and its clients and is not exclusive to ICBC.
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2021.2 RR BCUC.78.2 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
On page 5-1 of the Application, ICBC states:
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…
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.
On page 5-2 of the Application, ICBC states:
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.
On page 5-5 of the Application, ICBC states:
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.
On page 5-7 of the Application, ICBC states:
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.
78.2 Please clarify if there are any contractual or legal obligations for BCI to produce the
Long-Term Capital Market Expectations report on an annual basis (or some other
frequency) for ICBC.
78.2.1 If so, please provide the supporting reference.
78.2.2 If none, please clarify what alternative arrangements would be appropriate if there
is no current Long-Term Capital Market Expectations report available at the time ICBC
files its RRA.
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Response:
78.2

There are no contractual or legal obligations with regards to producing the Long-Term Capital
Market Expectations report. However, BCI prepares the report annually as part of its normal
course of business to support the work that it does for its clients. The report has been produced
for over 10 years and is central to a critical component of BCI’s business. ICBC does not
expect this to change and expects that the report will continue to be produced.

78.2.1

Not applicable.

78.2.2

In the unlikely event that BCI did not continue to produce this information, similar reports are
publicly available through other investment organizations. For example, Blackrock provides a
similar report for a 15-year time horizon.
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2021.2 RR BCUC.78.3-4 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
In Attachment 5B.1 – BCI Long-Term Capital Market Expectations Report, dated August
2020, the report notes “CONFIDENTIAL AND NOT FOR DISTRIBUTION”.
78.3 Please clarify whether ICBC will file the BCI Long-Term Capital Market Expectations
report as part of its future revenue requirement applications (RRAs) as support for the
calculation of the New Money Rate.
78.4 Please clarify whether the BCI Long-Term Capital Market Expectations Report,
dated August 2020, should be kept confidential. If so, please explain why it should be
kept confidential.
Response:
78.3

For future revenue requirements applications, ICBC will file a summary report outlining the
expected returns on asset classes as support for the calculation of the New Money Rate unless
there are material changes to the BCI methodology or asset classes that would require
explanation in the form of a detailed report.
78.4

ICBC confirms that the Long-Term Capital Market Expectations Report was not filed
confidentially. BCI is also aware that the report has been made public via the 2021 Revenue
Requirements Proceeding.
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2021.2 RR BCUC.78.5 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
On page 5B-2 of the Application, ICBC states:
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.
In response to BCUC IR 36.5, ICBC provided the rebalancing and diversification benefit
of BCI’s other clients for the purpose of discount rate setting. These premiums,
applicable to the five pension plans as noted, were valued at 30 Basic points (bps).
Further, in response to BCUC IR 36.5.1, ICBC stated:
BCI performed a historical analysis of ICBC’s investment results as at July 31,
2020 to compare the actual historical benefit to the forward-looking simulation.
The rebalancing and diversification benefit ranged between 14 and 36 bps based
on the horizon selected.
In response to BCUC IR 36.4, ICBC stated:
… the Diversification and Rebalancing Premium contributes 25 basis points to the
3.68% New Money Rate (NMR). Removing it would result in a change in NMR from
3.68% to 3.43%. The lower NMR has a +$51.1 million impact on the policy year (PY)
2021 required premium, and +0.7 percentage point impact on the PY 2021 rate
change, with all other assumptions unchanged.
Please discuss whether ICBC’s investment portfolio as an insurance company is
comparable to the pension plan investment portfolio examples. If the pension plan
examples are comparable to ICBC, please explain why ICBC or BCI does not select 30
bps as the Diversification and Rebalancing premium. If not comparable, please explain
whether the Diversification and Rebalancing premium should be considered appropriate
for an insurance company’s investment portfolio such as ICBC.
Response:
A rebalancing premium is considered appropriate for any diversified investment portfolio that
conducts regular rebalancing and the specific premium is determined based on, among other
things, the asset mix of the portfolio.
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ICBC’s current portfolio contains more fixed income investments than most public pension
examples that were used as a reference. Furthermore, our current fixed income investments
tend to be of a shorter duration than pension plan fixed income portfolios.

These differences impact the stochastic modelling outcomes noted and the resulting
rebalancing premium used by ICBC. When modelled out, this gives rise to the 25 bps versus
the 30 bps referenced in the preamble to this information request. Given the nature of the ICBC
portfolio, the 25 bps premium is appropriate and is within the historic range of rebalancing and
diversification benefits as calculated by BCI.
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2021.2 RR BCUC.78.6 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
On page 5B-2 of the Application, ICBC states:
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.
In response to BCUC IR 36.5, ICBC provided the rebalancing and diversification benefit
of BCI’s other clients for the purpose of discount rate setting. These premiums,
applicable to the five pension plans as noted, were valued at 30 Basic points (bps).
Further, in response to BCUC IR 36.5.1, ICBC stated:
BCI performed a historical analysis of ICBC’s investment results as at July 31,
2020 to compare the actual historical benefit to the forward-looking simulation.
The rebalancing and diversification benefit ranged between 14 and 36 bps based
on the horizon selected.
In response to BCUC IR 36.4, ICBC stated:
… the Diversification and Rebalancing Premium contributes 25 basis points to the
3.68% New Money Rate (NMR). Removing it would result in a change in NMR from
3.68% to 3.43%. The lower NMR has a +$51.1 million impact on the policy year (PY)
2021 required premium, and +0.7 percentage point impact on the PY 2021 rate
change, with all other assumptions unchanged.
Notwithstanding the forward-looking stochastic modelling process, please explain
whether the Diversification and Rebalancing premium is supported by any finance theory
or concepts.
Response:
The Diversification and Rebalancing premium is supported by finance theory and is regularly
embedded in practice when determining discount rates for diversified investment portfolios with
long investment horizons.
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Selected academic research regarding the theoretical underpinnings of a rebalancing premium
is noted in footnotes 5 and 6 of the Application, Chapter 5, page 5-8. Please find below the
publicly available versions of the noted studies:


Diversification Return, Portfolio Rebalancing, and the Commodity Return Puzzle



Volatility Harvesting: Why Does Diversifying and Rebalancing Create Portfolio Growth?
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2021.2 RR BCUC.78.7 Reference: INVESTMENTS
Exhibit B-1, Chapter 5, Section A, pp. 5-1 to 5-7; Exhibit B-1, Chapter 5, Appendix 5B,
Attachment 5B.1; Exhibit B-1, Chapter 5, Appendix 5B, Figure 5B.2, p. 5B-2; Exhibit B-5,
BCUC IR 36.4, 36.5
New Money Rate
On page 5B-2 of the Application, ICBC states:
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.
In response to BCUC IR 36.5, ICBC provided the rebalancing and diversification benefit
of BCI’s other clients for the purpose of discount rate setting. These premiums,
applicable to the five pension plans as noted, were valued at 30 Basic points (bps).
Further, in response to BCUC IR 36.5.1, ICBC stated:
BCI performed a historical analysis of ICBC’s investment results as at July 31,
2020 to compare the actual historical benefit to the forward-looking simulation.
The rebalancing and diversification benefit ranged between 14 and 36 bps based
on the horizon selected.
In response to BCUC IR 36.4, ICBC stated:
… the Diversification and Rebalancing Premium contributes 25 basis points to the
3.68% New Money Rate (NMR). Removing it would result in a change in NMR from
3.68% to 3.43%. The lower NMR has a +$51.1 million impact on the policy year (PY)
2021 required premium, and +0.7 percentage point impact on the PY 2021 rate
change, with all other assumptions unchanged.
78.7 Please confirm, or otherwise explain, that the Diversification and Rebalance
premium that applies to ICBC has been reviewed by BCI's Management Investment
Committee which is comprised of BCI’s Chief Executive Officer/Chief Investment Officer
and Executive Vice Presidents.
78.7.1 Please confirm, or otherwise explain, that future Diversification and Rebalancing
premium would also be reviewed by BCI’s Management Investment Committee.
Response:
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78.7 and 78.7.1

The Diversification and Rebalancing premiums noted in the BCI client actuarial valuation reports
provided in the response to information request 2021.1 RR BCUC.36.5 are a function of work
done on each client’s specific portfolios. As a matter of course, these are not reviewed by the
BCI Management Investment Committee.

The role of BCI’s Management Investment

Committee is to set overall strategy regarding asset allocation, firm wide initiatives, and key
performance metrics regarding the organization as a whole including underlying investment
programs.

As such, BCI’s Management Investment Committee did not review the

Diversification and Rebalancing premium specific to ICBC and it is not anticipated that it would
be reviewed in the future.
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2021.2 RR BCUC.79.1 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-6; Appendix 7I, p. 7I-1
Corporate Operating Expenses Allocation to Basic Insurance
On page 7I-1 of Appendix 7I, ICBC states:
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)… 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.
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
79.1 Please provide: a) Figure 7I.7 as noted in Appendix 7I of the Application; or b) in a
similar format to Figure 6.1 from page 6-6 of the Application, the percentage of Actual
corporate operating expenses allocated to the Basic insurance and Optional insurance
by line of business using the financial allocation methodology approved by the BCUC for
the past five years.
79.1.1 Please discuss the trends, if any, in the overall percentage of operating costs
allocated to Basic insurance as provided in the IR response above.
Response:
The reference to Figure 7I.7, as noted in the preamble to this information request, was
incorrectly stated in the Application. The correct reference should be Appendix 7H, Figure 7H.8
- Year-to-Year Basic Insurance Allocation Percentages of the 2021 Revenue Requirements
Application (RRA). ICBC apologizes for any confusion that this may have caused.

Figure 1 below expands on Figure 7H.8 to reflect Basic insurance allocation percentages for the
past five fiscal years. The percentage of operating expenses allocated to Basic insurance has
remained consistent at 67% to 68% of total corporate operating expense over the last several
years. Slight variations in Basic insurance allocation percentages, if any, may be caused by
operational requirements unique to a particular year.
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Figure 1 - Year to Year Basic Insurance Allocation Percentages
Line of Business

2016/17
Actual (%)

2017/18
Actual (%)

2018/19
Actual (%)

2019/20
Actual (%)

2020/21
Outlook (%)

Claims Services

62

65

65

67

67

Road Safety and
Loss Management

94

87

85

87

85

Administration and
Other

49

49

49

49

47

Insurance Services

57

57

56

55

56

100

100

100

100

100

67

68

67

68

68

Non-insurance
Operations
Total Corporate
Operating Expenses

Over this period, the increase in Basic insurance allocation percentage for Claims Services is
primarily due to increased staffing levels to manage growing claims volume and complexity for
bodily injury claims and to increase care for the injured through RAAP product reform (modified
tort), which have a higher percentage allocation to Basic insurance.

The decrease in Basic insurance allocation percentage for Road Safety and Loss Management
is primarily due to increased expenditure in fraud management, which has a lower percentage
allocation to Basic insurance.

The decrease in Basic insurance allocation percentage for Administration and Other in the
2020/21 outlook is primarily due to accelerated depreciation of a data warehouse platform that
is allocated to Optional insurance, as ICBC transitions to technology that better meets its current
and future needs.
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2021.2 RR BCUC.80.1 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version
deployed being obsolete and completely unsupported by the vendor in May 2021
(over five years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options
for the new platform will be reviewed, as noted in the Application, Chapter 7,
Appendix 7C, page 7C-5. The initiative schedule and expected cost will not be
finalized until that review is complete; however, it is currently estimated at
$[redacted] million and estimated to take 18 months to execute. As an interim step
to remove the duplication of data, skills, infrastructure, and cost from the
operating environment, ICBC has consolidated to a single customer master, POIS
[Person/Organization Information System]. By reusing the integration layer and
some other software components built during the MDM project, it is feasible for
ICBC to use POIS as a transitionary state until we review the aforementioned
options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
80.1 Please clarify whether ICBC plans to utilize the MDM software past May 2021 when it
will no longer be supported by the vendor.
80.1.1 If yes, please discuss the cybersecurity and other risks associated with utilizing
third-party software which is no longer supported by the vendor (e.g. due to a lack of
security updates).
Response:
ICBC has consolidated to a single customer master, POIS, and has no further intention to use
the MDM software, which was decommissioned effective March 2021.
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2021.2 RR BCUC.80.2 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version
deployed being obsolete and completely unsupported by the vendor in May 2021
(over five years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options
for the new platform will be reviewed, as noted in the Application, Chapter 7,
Appendix 7C, page 7C-5. The initiative schedule and expected cost will not be
finalized until that review is complete; however, it is currently estimated at
$[redacted] million and estimated to take 18 months to execute. As an interim step
to remove the duplication of data, skills, infrastructure, and cost from the
operating environment, ICBC has consolidated to a single customer master, POIS
[Person/Organization Information System]. By reusing the integration layer and
some other software components built during the MDM project, it is feasible for
ICBC to use POIS as a transitionary state until we review the aforementioned
options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
Please provide the original (undepreciated) capital cost of the MDM software and related
components. Explain and provide the key drivers between the estimated cost of the new
platform and the MDM software.
Response:
Information provided in this response has been redacted because of confidential content. The
commercially-sensitive confidential information, if made public, could result in economic harm to
ICBC by impacting ICBC's negotiations on future IT capital projects. The unredacted version of
the response to this information request has been filed confidentially with the BCUC. ICBC can
provide the unredacted version to interveners upon signing of an undertaking of confidentiality.
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The table below is a comparison of the original (undepreciated) capital cost of the MDM
software and related components and the estimated cost of the new platform.

Customer Data Platforms
$ millions

MDM
Original (Undepreciated)
Actual

New Platform
Estimate

x.x

-

Software

xx.x

x.x

Hardware

x.x

-

xx.x

x.x

Software (TP)

Total Capital Cost

$x.x million represents the total estimated capital cost for the new platform. The total estimated
cost (including expenses) is $x.x million, as referenced in the response to information request
2021.1 RR BCUC.51.3.3, filed in the response to information request 2021.1 RR BCUC.51.3C.

The key driver of the estimated cost of the new platform is the resource costs to adapt the new
platform to ICBC’s current and future business needs. MDM software costs were higher as it
included additional functionality for future enhancements. Since the implementation of MDM,
ICBC’s requirements have evolved.

ICBC will continue to use components of the MDM asset that are not affected by MDM
decommissioning or re-platforming. ICBC’s goals of cost efficiency and simplifying IT systems
where possible made decommissioning of MDM the optimal approach.
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2021.2 RR BCUC.80.3 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version
deployed being obsolete and completely unsupported by the vendor in May 2021
(over five years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options
for the new platform will be reviewed, as noted in the Application, Chapter 7,
Appendix 7C, page 7C-5. The initiative schedule and expected cost will not be
finalized until that review is complete; however, it is currently estimated at
$[redacted] million and estimated to take 18 months to execute. As an interim step
to remove the duplication of data, skills, infrastructure, and cost from the
operating environment, ICBC has consolidated to a single customer master, POIS
[Person/Organization Information System]. By reusing the integration layer and
some other software components built during the MDM project, it is feasible for
ICBC to use POIS as a transitionary state until we review the aforementioned
options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
If possible, please provide the expected useful life of the new platform given the options
under review.
Response:
ICBC currently expects the useful life of the new platform to be in alignment with current
obsolescence averages of 3 to 5 years. The anticipated useful life of the new platform will not
be known until the assessment phase of the project is underway. ICBC reviews the useful life of
IT assets annually and will therefore adjust the new system’s useful life accordingly on an
annual basis.
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2021.2 RR BCUC.80.4 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version deployed
being obsolete and completely unsupported by the vendor in May 2021 (over five
years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options for
the new platform will be reviewed, as noted in the Application, Chapter 7, Appendix
7C, page 7C-5. The initiative schedule and expected cost will not be finalized until that
review is complete; however, it is currently estimated at $[redacted] million and
estimated to take 18 months to execute. As an interim step to remove the duplication
of data, skills, infrastructure, and cost from the operating environment, ICBC has
consolidated to a single customer master, POIS [Person/Organization Information
System]. By reusing the integration layer and some other software components built
during the MDM project, it is feasible for ICBC to use POIS as a transitionary state
until we review the aforementioned options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
Please explain the following as it relates to using POIS “as a transitionary state”:
(a) How the overall Information Technology (IT) environment security and protection of
customers’ confidential information will be ensured during the transition from MDM
software to POIS, and subsequently from POIS to the new platform in 2022. Will there be
any co-existence of the two platforms to avoid any interruption of service during these
transitions?
(b) Is POIS capable of all functions and features of the legacy MDM software as well as
the options being considered for the new platform in 2022? If yes, please explain if POIS
is in consideration as the permanent platform. If no, please explain the shortfalls of POIS
compared to the MDM software and the options for the new platform; and
(c) The security features of POIS.
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Response:
a)

This transition from MDM to POIS has not changed the overall IT environment security or the
protection of customers' confidential information. Both systems are housed in ICBC’s secure
datacenter, and the decommissioning of MDM has simplified ICBC’s IT landscape and reduced
the number of potential targets for cyberattacks. As per ICBC’s response to 2021.1 RR BCUC.
80.1, MDM was decommissioned effective March 2021, and therefore no service interruption as
a result of the transition is expected.
b)

The current feature set of POIS is adequate for current ICBC business requirements during the
transition period and can be extended to new requirements if required. However, the current
POIS technology is not suitable as a permanent replacement as the skillsets to manage the
system and platform are hard to find in the marketplace and therefore not long-term sustainable,
which is why it is considered a transitionary step before migrating to a new platform whose
skillsets are readily available and continue to grow in today’s marketplace.
c)

The security posture of POIS remains unchanged. The security controls applied continue to be
in alignment with other solutions housing customer data including network security controls,
authentication, monitoring, and least privilege.
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2021.2 RR BCUC.80.5 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version deployed
being obsolete and completely unsupported by the vendor in May 2021 (over five
years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options for
the new platform will be reviewed, as noted in the Application, Chapter 7, Appendix
7C, page 7C-5. The initiative schedule and expected cost will not be finalized until that
review is complete; however, it is currently estimated at $[redacted] million and
estimated to take 18 months to execute. As an interim step to remove the duplication
of data, skills, infrastructure, and cost from the operating environment, ICBC has
consolidated to a single customer master, POIS [Person/Organization Information
System]. By reusing the integration layer and some other software components built
during the MDM project, it is feasible for ICBC to use POIS as a transitionary state
until we review the aforementioned options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
80.5 Please explain whether the options for the new platform, which are currently being
considered, were available at the time that ICBC invested in the MDM software and
related components five years ago.
80.5.1 If yes, please provide a summary explaining why these options were rejected at
that time.
Response:
The options for the new platform were not available to ICBC at the time of investment in the
MDM, and thus were not considered as part of that particular decision.
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2021.2 RR BCUC.80.6 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version deployed
being obsolete and completely unsupported by the vendor in May 2021 (over five
years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options for
the new platform will be reviewed, as noted in the Application, Chapter 7, Appendix
7C, page 7C-5. The initiative schedule and expected cost will not be finalized until that
review is complete; however, it is currently estimated at $[redacted] million and
estimated to take 18 months to execute. As an interim step to remove the duplication
of data, skills, infrastructure, and cost from the operating environment, ICBC has
consolidated to a single customer master, POIS [Person/Organization Information
System]. By reusing the integration layer and some other software components built
during the MDM project, it is feasible for ICBC to use POIS as a transitionary state
until we review the aforementioned options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
Please clarify whether ICBC expects POIS, the new platform and/or MDM software to be
used simultaneously at any point in time. If yes, what are the expected timeframe and
forecast incremental costs of using more than one platform?
Response:
POIS predated MDM, so there was co-existence during the entire use of MDM at ICBC. This
co-existence has ended now that ICBC has decommissioned MDM and consolidated to a single
customer master in POIS. Currently, there is no anticipated co-existence between POIS and
the new platform post project implementation. However, this will not be confirmed until the
project details are scoped at a greater level of detail.
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2021.2 RR BCUC.80.7-8 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-1, Chapter 6, p. 6-17; Exhibit B-5, BCUC IR 51.3, 51.3.3
Master Data Management (MDM) Software
On page 6-17 of the Application, ICBC explains that professional, administrative and
other expenses are expected to decrease by $10 million to $134 million in 2020/21
outlook because 2019/20 included a one-time write-off of $7 million for Master Data
management (MDM) software and related components.
In response to BCUC IR 51.3 regarding the MDM software, ICBC stated:
…ICBC was facing a costly technology upgrade due to the software version deployed
being obsolete and completely unsupported by the vendor in May 2021 (over five
years after the initial implementation)…
In response to BCUC IR 51.3.3, ICBC stated:
Switching to the new platform is anticipated to begin in 2022, at that stage options for
the new platform will be reviewed, as noted in the Application, Chapter 7, Appendix
7C, page 7C-5. The initiative schedule and expected cost will not be finalized until that
review is complete; however, it is currently estimated at $[redacted] million and
estimated to take 18 months to execute. As an interim step to remove the duplication
of data, skills, infrastructure, and cost from the operating environment, ICBC has
consolidated to a single customer master, POIS [Person/Organization Information
System]. By reusing the integration layer and some other software components built
during the MDM project, it is feasible for ICBC to use POIS as a transitionary state
until we review the aforementioned options sometime in 2022. [Emphasis added]
On page 6-6 of the Application, ICBC provides Figure 6.1 showing the total corporate
operating expenses by line of business and the allocation to Basic insurance for 2019/20
Actual, 2020/21 Outlook, and 2021/22, 2022/23 and 2023/24 Forecast.
80.7 Please provide the expected costs, including training, of using POIS “as a
transitionary state” and confirm whether these costs are included in the total corporate
operating expenses presented in Figure 6.1. If confirmed, please specify the line item and
year(s) with included costs.
80.8 Please confirm whether Figure 6.1 includes forecast training costs, if any, of
deploying the new platform in 2022. If confirmed, please provide the amount and indicate
the line item within which these costs are included. If not confirmed, please explain why
training costs are not required.
Response:
In this Application, Chapter 6, Figure 6.1 includes $0.7 million in FY 2021 to migrate MDM to
POIS. There is no expected additional training required (POIS is an existing back end system
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so it does not require additional user training). There are no expected additional costs of using
POIS in the operating costs as POIS was already operational before the MDM to POIS
transition. The transition did not add any additional ongoing operational costs for using POIS.

The new platform has yet to be identified, therefore, potential training costs are currently
unknown and were not included in Figure 6.1.
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2021.2 RR BCUC.81.1 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-6, MoveUP IR 1.4; Exhibit B-5, BCUC IR 46.2.1, 55.4; CTV News, Court of Appeal
grants partial stay in ruling on B.C. auto injuries, dated April 17, 20213
Constitutional Challenge
In response to Movement of United Professionals (MoveUP) IR 1.4, ICBC stated:
The following set of responses provides information on the expected impacts to
claims costs and operations in the event the Honourable Chief Justice Hinkson’s
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal
is upheld on appeal.
…
e) Staffing and training requirements
As discussed above, the decision may result in more injury claims under the
modified tort model becoming legally represented and/or litigated. Any increase in
the volume of represented and litigated claims will translate into increased
staffing and operational pressures on departments and staff involved in the
handling of these types of claims, including Injury Services and Claims Legal
Services. Actual impacts are difficult to predict with any degree of certainty at this
stage and will be closely monitored. These impacts could potentially include a
temporary increase in staffing requirements for represented claims, offset by a
reduction in staffing requirements for unrepresented claims. Depending on the
magnitude of these staffing requirements, this could potentially impact the pace at
which staff handling represented claims can transition to Enhanced Care. No
changes are expected to training requirements, as the process will not change.
[Emphasis added]
In response to BCUC IR 55.4, ICBC stated:
In Figure 6.3 on page 6-11 of the Application, the expenses that vary with the
number of FTEs [full-time equivalents] are net compensation and a portion of the
professional, administrative, and other expenses. These variable expenses make
up approximately 3-4% of the total professional, administrative, and other
expenses each year and are comprised of training, travel for training, staff
recognition, employment expenses, and dues & memberships.
In the news article by CTV News dated April 17, 2021, it states:
The British Columbia Court of Appeal has granted a temporary and partial stay in
the legal fight over how drivers in the province can have their accident disputes
resolved. The Attorney General's Ministry says certain disputes may now be
resolved through either a tribunal or the court system, pending its appeal of a B.C.
Supreme Court decision that reduced the tribunal's jurisdiction…The ministry said
in a statement Friday that drivers who had a crash between April 1, 2019, and April
30, 2021, may opt for the Civil Resolution Tribunal for the time being.
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Given that the British Columbia Court of Appeal has granted a temporary and partial stay
of the March 2, 2021 decision on the constitutional challenge of the jurisdiction of the
Civil Resolution Tribunal, please discuss whether ICBC’s responses on staffing and
training requirements in MoveUP IR 1.4 would be any different during this time (i.e. while
the appeal is pending).
3 Retrieved

May 26, 2021, from https://vancouverisland.ctvnews.ca/court-of-appeal-grants-partial-stay-in-ruling-on-bc-auto-injuries-1.5391640.

Response:
ICBC’s response to information request 2021.1 RR MoveUP.1.4a-e (specifically part e) with
respect to claims staffing would have been different had that information request included a
reference to the impact of the temporary and partial stay of the March 2, 2021 decision
regarding the jurisdiction of the Civil Resolution Tribunal. As a result of the temporary and
partial stay of that decision by the British Columbia Court of Appeal, potential changes to claims
staffing that were discussed in the response to the round 1 MoveUP information request would
be delayed during the period of the appeal. There would be no change to ICBC’s response with
respect to training.

As discussed in the response to information request 2021.2 RR BCUC.81.2, ICBC expects to
absorb any needed increase of claims staffing within the overall FTEs and compensation costs
provided at the corporate level.
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2021.2 RR BCUC.81.2 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-6, MoveUP IR 1.4; Exhibit B-5, BCUC IR 46.2.1, 55.4; CTV News, Court of Appeal
grants partial stay in ruling on B.C. auto injuries, dated April 17, 20213
Constitutional Challenge
In response to Movement of United Professionals (MoveUP) IR 1.4, ICBC stated:
The following set of responses provides information on the expected impacts to
claims costs and operations in the event the Honourable Chief Justice Hinkson’s
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal
is upheld on appeal.
…
e) Staffing and training requirements
As discussed above, the decision may result in more injury claims under the
modified tort model becoming legally represented and/or litigated. Any increase in
the volume of represented and litigated claims will translate into increased
staffing and operational pressures on departments and staff involved in the
handling of these types of claims, including Injury Services and Claims Legal
Services. Actual impacts are difficult to predict with any degree of certainty at this
stage and will be closely monitored. These impacts could potentially include a
temporary increase in staffing requirements for represented claims, offset by a
reduction in staffing requirements for unrepresented claims. Depending on the
magnitude of these staffing requirements, this could potentially impact the pace at
which staff handling represented claims can transition to Enhanced Care. No
changes are expected to training requirements, as the process will not change.
[Emphasis added]
In response to BCUC IR 55.4, ICBC stated:
In Figure 6.3 on page 6-11 of the Application, the expenses that vary with the
number of FTEs [full-time equivalents] are net compensation and a portion of the
professional, administrative, and other expenses. These variable expenses make
up approximately 3-4% of the total professional, administrative, and other
expenses each year and are comprised of training, travel for training, staff
recognition, employment expenses, and dues & memberships.
In the news article by CTV News dated April 17, 2021, it states:
The British Columbia Court of Appeal has granted a temporary and partial stay in
the legal fight over how drivers in the province can have their accident disputes
resolved. The Attorney General's Ministry says certain disputes may now be
resolved through either a tribunal or the court system, pending its appeal of a B.C.
Supreme Court decision that reduced the tribunal's jurisdiction…The ministry said
in a statement Friday that drivers who had a crash between April 1, 2019, and April
30, 2021, may opt for the Civil Resolution Tribunal for the time being.
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81.2 In the event that the Honourable Chief Justice Hinkson’s March 2, 2021 decision
concerning the jurisdiction of the Civil Resolution Tribunal is upheld on appeal, please
provide the following:
(a) Expected impacts on the following items presented in the Application (e.g. Figures 6.3
to 6.5 and responses to BCUC IR Series 53.0 and 55.0):
• Forecast FTEs, including the number of FTEs that would be required due to a
temporary increase in staffing requirements for represented claims and the number of
FTE’s that are estimated to be offset by a reduction in staffing requirements for
unrepresented claims;
• Total salaries;
• Pension and post-retirement benefit expense; and
• Net compensation and professional, administrative, and other expenses.
(b) Clarify whether the response provided to BCUC IR 46.2.1 concerning the expected
directional impact of Enhanced Care on “In-house Litigation, Claims Litigation
Support” needs to be updated. If yes, please provide an updated response to BCUC
IR 46.2.1. If no, please explain why not; and
(c) The potential impacts on office space and/or building expenses requirements given
that an upheld decision may translate into increased staffing.
3 Retrieved

May 26, 2021, from https://vancouverisland.ctvnews.ca/court-of-appeal-grants-partial-stay-inruling-on-b-c-auto-injuries-1.5391640.

Response:
ICBC continues to closely monitor legal representation and litigation on modified tort claims that
would have been in the jurisdiction of the Civil Resolution Tribunal (CRT). Specifically, these
are claims for losses that occur between April 1, 2019 and April 30, 2021 and not resolved by
the decision date.

a) As

discussed

in

the

response

to

question

“e”

in

information

request

2021.1 RR MoveUP.1.4a-e, the decision may result in more injury claims under the modified
tort model becoming legally represented and/or litigated.

Actual impacts are difficult to

predict with any degree of certainty at this stage and will be closely monitored. These
impacts could potentially include a temporary increase in staffing requirements for
represented claims, offset by a reduction in staffing requirements for unrepresented claims.

Depending on the magnitude of these staffing requirements, ICBC expects to absorb any
needed increase within the overall FTEs and compensation costs provided at the corporate
level.

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.81.2 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 3 of 3

Therefore, no changes are expected at the corporate level to FTEs forecast and
compensation-related items presented in the Application (e.g. Figures 6.3 to 6.5 and
responses to information requests in the BCUC 53.0 and 55.0 series).

b) An update to the response to information request 2021.1 RR BCUC.46.2.1 is not required.
Should the March 2, 2021 decision on the jurisdiction of the Civil Resolution Tribunal be
upheld on appeal, ICBC expects the directional impact on Basic insurance for In-house
Litigation and Claims Litigation Support does not need to be updated, as the impact on
staffing is expected to be modest and additionally, may be temporary.

c) ICBC does not expect any increased staffing at the corporate level as a result of the Chief
Justice’s decision on the jurisdiction of the CRT. Therefore, there are no expected impacts
on office space and/or building expense requirements.
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2021.2 RR BCUC.82.1 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-5, BCUC IR 53.5, 57.2.1, 57.1, 57.3, 57.3.1, 57.5
Pension and Post-Retirement Benefit Expense
In responses to BCUC IR 53.5, ICBC stated:
In response to a BC Public Sector Employers’ Council Secretariat (PSEC)
mandate, ICBC has eliminated all variable pay for all employee groups. The
Gainsharing program was eliminated as part of Collective Bargaining effective
April 1, 2019 with partial roll-in to base pay in September 2020 and March 2021.
Effective April 1, 2018, the Management Salary Holdback Program was eliminated
for all management employees. Consistent with the PSEC compensation policy,
ICBC is not planning to introduce a variable pay system.
In response to BCUC IR 57.2.1, ICBC’s external pension actuary, Aon, stated:
The pension expense calculations include assumptions for expected salary
increases. ICBC reports its pension expense in accordance with prescribed
accounting rules, using management’s best estimate assumptions. As pension
obligations are very long term, the salary assumptions used are based on a longterm view, consistent with expected inflation and including recognition of
performance-based salary increases and promotion increases over time.
[Emphasis added]
In response to BCUC IR 57.1, ICBC provided the following table showing the breakdown
between pension expense and post-retirement benefit expense for 2019/20 Actual,
2020/21 Outlook, and 2021/22, 2022/23, and 2023/24 Forecast:

In response to BCUC IR 57.3 and 57.3.1, ICBC stated:
The estimated $58 million increase in pension and post-retirement benefit
expenses includes the addition of 401 FTEs from 2020/21 outlook to 2021/22
forecast which has an immaterial impact to the overall increase in pension and
post-retirement benefit expenses… the significant factors contributing to the
increase in pension and post-retirement benefit expenses in the 2021/22 forecast
are due to the decrease in discount rate and the increase to the net deficit
position.
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In response IR 57.5, ICBC’s external pension actuary, Aon, provided the following table
showing the factors contributing to the estimated Net Pension Deficit position of $156
million as at March 31, 2021:

82.1 Please explain what “performance-based salary increases” Aon is referring to in the
response to BCUC IR 57.2.1 and whether it is in reference to the eliminated variable pay
described in response to BCUC IR 53.5.
82.1.1 If it is in reference to the eliminated variable pay, please explain why salary
assumptions for the pension expense calculation should include variable pay increases
if ICBC has eliminated all variable pay for all employee groups.
Response:
ICBC’s external pension actuary, Aon provided the following response:

ICBC no longer has variable pay; the salary assumptions are entirely related to anticipated
increases in base pay. Performance-based salary increases referred to in the response to
information request 2021.1 RR BCUC.57.2.1 are increases to base salary that are granted to
employees based on their performance and achievement of annual goals plus any increases
provided through promotions. This is different from the variable pay programs discussed in the
response to information request 2021.1 RR BCUC.53.5. While variable pay is gone, ICBC still
has performance-based salary increases for management and confidential employees.

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.82.1 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 3 of 3

Increases to base pay for bargaining unit employees refers to negotiated wage increases and
individual length of service adjustments (for more information please refer to the response to
information request 2021.2 RR BCOAPO.37.2).

For exempt employees (management and

confidential), it refers to increases that are provided based on performance. The Public Sector
Employers’ Council (PSEC) Secretariat specifies that any increases to exempt employee base
pay must be performance based.

PSEC’s guidelines enable employers to consider salary

increases within specific parameters – salary increases that are performance-based and fit
within existing compensation budgets.
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2021.2 RR BCUC.82.2 Reference: OPERATING EXPENSES AND ALLOCATION
INFORMATION
Exhibit B-5, BCUC IR 53.5, 57.2.1, 57.1, 57.3, 57.3.1, 57.5
Pension and Post-Retirement Benefit Expense
In responses to BCUC IR 53.5, ICBC stated:
In response to a BC Public Sector Employers’ Council Secretariat (PSEC)
mandate, ICBC has eliminated all variable pay for all employee groups. The
Gainsharing program was eliminated as part of Collective Bargaining effective
April 1, 2019 with partial roll-in to base pay in September 2020 and March 2021.
Effective April 1, 2018, the Management Salary Holdback Program was eliminated
for all management employees. Consistent with the PSEC compensation policy,
ICBC is not planning to introduce a variable pay system.
In response to BCUC IR 57.2.1, ICBC’s external pension actuary, Aon, stated:
The pension expense calculations include assumptions for expected salary
increases. ICBC reports its pension expense in accordance with prescribed
accounting rules, using management’s best estimate assumptions. As pension
obligations are very long term, the salary assumptions used are based on a longterm view, consistent with expected inflation and including recognition of
performance-based salary increases and promotion increases over time.
[Emphasis added]
In response to BCUC IR 57.1, ICBC provided the following table showing the breakdown
between pension expense and post-retirement benefit expense for 2019/20 Actual,
2020/21 Outlook, and 2021/22, 2022/23, and 2023/24 Forecast:

In response to BCUC IR 57.3 and 57.3.1, ICBC stated:
The estimated $58 million increase in pension and post-retirement benefit
expenses includes the addition of 401 FTEs from 2020/21 outlook to 2021/22
forecast which has an immaterial impact to the overall increase in pension and
post-retirement benefit expenses… the significant factors contributing to the
increase in pension and post-retirement benefit expenses in the 2021/22 forecast
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are due to the decrease in discount rate and the increase to the net deficit
position.
In response IR 57.5, ICBC’s external pension actuary, Aon, provided the following table
showing the factors contributing to the estimated Net Pension Deficit position of $156
million as at March 31, 2021:

82.2 Please explain and provide the key assumptions driving the increase in annual
pension costs from 2020/21 Outlook of $68 million to 2021/22, 2022/23 and 2023/24
Forecast of $126 million in the same format as the response to BCUC IR 57.5.
82.2.1 Please compare the assumptions provided above to the explanation for changes in
the deficit provided in response to BCUC IR 57.5.
Response:
ICBC’s external pension actuary, Aon, provided the following response:
The key factor and assumption contributing to the increase in the annual pension cost was the
decrease in discount rate from 3.9% to 2.7%. It results in a higher cost of accruing benefits for
active employees and results in a much higher net deficit position leading to a higher overall
financing cost. In some cases, factors such as the discount rate impact both the pension
expense and the net deficit position, whereas some factors listed only have a material impact on
one of these two items. The following table itemizes the major factors leading to a change in
the pension expense.
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Figure 1 - Factors Contributing to Increase in Estimated 2021/22 Pension Cost
($ millions)
Item
2020/21 Pension Cost

Increase
(Decrease)
68

Discount rate decreasing from 3.9% to 2.7%


Higher employer cost of pension accrual for active employees

39



Higher overall financing cost on a larger net deficit

15

Other assumption changes1

1

Plan experience stemming from the funding valuations

(2)

Increase in forecasted payroll

5

2021/22 Estimated Pension Cost

126

Includes changes for the Bargaining Unit Employee’s Pension Plan assumptions for salary increases, termination
rates, and disability rates.
1
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2021.2 RR BCUC.83.1
Reference:

OPERATING EXPENSES AND ALLOCATION INFORMATION
Exhibit B-5, BCUC IR 55.1, 55.2, 55.3, 55.4, 56.1
FTEs

In response to BCUC IR 55.1, ICBC stated:
In 2021/22, staffing is expected to increase by 401 FTEs to 5,750 FTEs, over the
2020/21 outlook of 5,349 FTEs. Out of the total staffing increase, 312 FTEs are
expected to be new FTEs, 84 FTEs are expected to return from the ACE project,
and the remaining five FTEs are expected to return from the Rate Affordability
Action Plan project.
In response to BCUC IR 56.1, ICBC stated:
FTEs assigned to the Rate Affordability Action Plan (RAAP) project have been (or
will be) reassigned to the division they previously worked in (i.e., their ‘home’
division) or the Autoplan Care Enhancements (ACE) project. The FTEs reassigned
to their home division will show up in the Corporate ICBC FTE counts. In their
home divisions, the FTE’s manage and maintain solutions and address other
priorities that were postponed while ICBC was focused on RAAP.
ICBC provided the following table showing the average FTEs by division in the response
to BCUC IR 55.2 which reconciles to the 5,750 FTEs expected in the 2021/22 Forecast:

Please provide a reconciliation by division for the 84 FTEs from the ACE project, and five
FTEs from the RAAP which have been (or will be) reassigned to their ‘home division’
between the 2020/21 Outlook and 2021/22 Forecast.
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Response:
Figure 1 below shows details of the 84 FTEs returning from the ACE project and five FTEs from
the RAAP project that are included in the FY 2021/22 forecast.
Figure 1 - Average FTEs by Home Division Returning from ACE and RAAP Projects1
Home Division of FTEs Returning from Projects
FY 2021/22 Forecast

ACE Project

RAAP Project

Claims Injury and Legal Services

6

-

Claims Customer and Material Damage Services

6

-

Insurance

4

-

54

5

2

-

Corporate Affairs

11

-

Total Returning FTEs 2

84

5

Information Services
Finance

1

Average FTEs represent 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.

In addition to the above response, which is specific to this information request, ICBC is also
providing Figure 2 below, a revised version of the table in the response to information request
2021.1 RR BCUC.55.2 (BCUC.55.2), referenced in the preamble above, to provide a split of
Public Affairs and Driver Licensing FTEs for the periods FY2020/21 outlook to FY2022/23
forecast.
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Figure 2 – Average FTEs 2022/23 Forecast vs 2020/21 Outlook

Average FTEs1
by Division2

Claims Injury
and Legal
Services
Claims
Customer and
Material
Damage
Services

2020/21
Outlook

2021/22
Forecast

2022/23
Forecast

2022/23 Forecast vs
2021/22
2022/23
2020/21 Outlook
Forecast Forecast
vs 2020/21 vs 2021/22 Increase
Outlook Forecast (Decrease) % Change

1,541

1,670

1,493

128

(177)

(49)

(3.2%)

1,591

1,749

1,762

158

13

171

10.7%

Insurance

467

467

487

1

19

20

4.3%

Public Affairs

113

124

130

11

6

17

15.0%

Driver Licensing

634

626

633

(8)

7

(1)

(0.2%)

Information
Services

527

600

643

74

43

117

22.2%

Finance

250

269

272

19

3

22

8.9%

Corporate Affairs

213

232

235

19

3

22

10.2%

13

13

13

-

-

-

0.0%

5,349

5,750

5,668

401

(82)

319

6.0%

Executive
Total ICBC
FTEs
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.

The reason for the revised version of the table is to correct the misinterpretation in Mr.
McCandless’s public statements that Public Affairs FTEs are forecast to increase by almost
75% over the two years from 2020/21 to 2022/23. It is incorrect to take the information provided
by ICBC in response to information request 2021.1 RR RM.4.7 (RM.4.7) and subtract the Driver
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Licensing FTEs from the Public Affairs and Driver Licensing Division FTEs provided in the
response to BCUC.55.2.

Firstly, the FTE data provided in BCUC.55.2 and RM.4.7 is not based on the same period
and/or scope/criteria. Secondly, the FTE information in the response to RM.4.7 only included
customer-facing driver licensing staff, driver licensing support, and managers/supervisors;
whereas, the response to BCUC.55.2 includes other driver licensing functions (e.g., fraud
investigations) that are included under driver licensing operations.

ICBC uses average FTE counts in the operating cost chapters and related appendices in its
revenue requirements applications. However, ICBC’s response to RM.4.7 was, as requested,
updated using the same

content

and format as the original information request

(2017.1 RR RM.4.6) from the 2017 Revenue Requirements Proceeding, with FTEs based on
the final month of the fiscal year.

Since the 2017 Revenue Requirements Proceeding, when the original information request was
made, there are other roles that have been transferred from other divisions (e.g., SIU staff
investigating driver licensing-related fraud) into Driver Licensing operations, which are now all
part of the Public Affairs and Driver Licensing Division. Figure 2 above gives the correct
forecasted percentage change in average FTEs for Public Affairs and Driver Licensing, which is
15% and (0.2%) respectively.
The majority of the 319 increase in corporate FTEs over the two-year period from 2020/21
outlook to 2022/23 forecast is in Claims Customer and Material Damage Services as
recruitment resumed for vacancies left unfilled in 2020/21 during the COVID-19 pandemic
lockdown, and in Information Services as resources returned from the ACE and RAAP projects
(see Figure 1 above). Increases in other divisions are mainly related to filling of vacancies and
some net new positions.

Please refer to the responses to information requests

2021.2 RR BCOAPO.37.3 and 2021.2 RR BCOAPO.37.4 for more details. Forecasts are based
on expectations as of the time the 2021 Revenue Requirements Application was prepared.
Actual business requirements and staffing evolve and may differ from the forecasts.
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2021.2 RR BCUC.83.2-3
Reference:

OPERATING EXPENSES AND ALLOCATION INFORMATION
Exhibit B-5, BCUC IR 55.1, 55.2, 55.3, 55.4, 56.1
FTEs

In response to BCUC IR 55.1, ICBC stated:
In 2021/22, staffing is expected to increase by 401 FTEs to 5,750 FTEs, over the
2020/21 outlook of 5,349 FTEs. Out of the total staffing increase, 312 FTEs are
expected to be new FTEs, 84 FTEs are expected to return from the ACE project,
and the remaining five FTEs are expected to return from the Rate Affordability
Action Plan project.
In response to BCUC IR 56.1, ICBC stated:
FTEs assigned to the Rate Affordability Action Plan (RAAP) project have been (or
will be) reassigned to the division they previously worked in (i.e., their ‘home’
division) or the Autoplan Care Enhancements (ACE) project. The FTEs reassigned
to their home division will show up in the Corporate ICBC FTE counts. In their
home divisions, the FTE’s manage and maintain solutions and address other
priorities that were postponed while ICBC was focused on RAAP.
ICBC provided the following table showing the average FTEs by division in the response
to BCUC IR 55.2 which reconciles to the 5,750 FTEs expected in the 2021/22 Forecast:

83.2 Please clarify whether the 84 FTEs reassigned to their ‘home division’ from the ACE
project are expected to return to the work they were doing before being moved to the
ACE project. If yes, please explain how ICBC has been managing the workload of the
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‘home division’ during the ACE project and why a return to the work that the 84 FTEs
were doing before the ACE project is needed.
83.3 Please describe the solutions and other priorities which were postponed while ICBC
was focused on RAAP, and explain why this work is needed after the completion of
RAAP.
Response:
Since 2018, ICBC has undertaken two major programs, Rate Affordability Action Plan (RAAP)
and Autoplan Care Enhancement (ACE), to create a sustainable auto insurance system with the
aim to strike a balance between increased care for the injured, more affordable rates for all, and
less spent on legal and vehicle repair costs.

During this period, many of ICBC’s resources have had their work prioritized to focus on the
delivery of RAAP and ACE.

Work that these individuals were doing previously has been

managed in the interim by prioritizing and allocating their workload among existing teams, as
well as through the use of overtime and temporary help. This approach to administering work is
not ideal for employee productivity and engagement and is not sustainable in the long term.
The 84 FTEs reassigned to their ‘home division’ from the ACE project are expected to either fill
new roles created to support Enhanced Care coverage operations or to return to similar work
they were performing prior to both RAAP and ACE.

The latter includes work supporting

operations, business improvements, and corporate initiatives to deliver on ICBC’s 2025
Strategy, such as modernizing insurance sales and services (online insurance renewals),
enhancing the online claims experience, and initiatives designed to modernize its material
damage programs and manage escalating vehicle repair costs.
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2021.2 RR BCUC.83.4
Reference:

OPERATING EXPENSES AND ALLOCATION INFORMATION
Exhibit B-5, BCUC IR 55.1, 55.2, 55.3, 55.4, 56.1
FTEs

In response to BCUC IR 55.3, ICBC stated:
There is no provision for severance costs included in the 2022/23 and 2023/24
Forecast. The reduction in FTEs is expected to be met by voluntary staff attrition
(retirements and resignations).
Please provide the percentage number of voluntary staff attrition (retirements and
resignations) compared to total ICBC FTEs for each of the past five years.
Response:
Annual voluntary attrition (retirements and resignations) rates for ICBC are outlined below.

Annual Voluntary
Attrition Rates1

FY 2016/17

FY 2017/18

FY 2018/19

FY 2019/20

FY
2020/212

7%

8%

9%

9%

5%

1

Rounded to nearest percent.

2

FY 2020/21 actual; includes data up to and including March 31, 2021.
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2021.2 RR BCUC.83.4.1
Reference:

OPERATING EXPENSES AND ALLOCATION INFORMATION
Exhibit B-5, BCUC IR 55.1, 55.2, 55.3, 55.4, 56.1
FTEs

In response to BCUC IR 55.3, ICBC stated:
There is no provision for severance costs included in the 2022/23 and 2023/24 Forecast.
The reduction in FTEs is expected to be met by voluntary staff attrition (retirements and
resignations).
Please discuss the reasonableness of the forecast reduction in FTEs for the 2022/2023
and 2023/2024 Forecast considering the historical percentage of voluntary staff
attribution provided in the response above.
Response:
As provided Figure 1 below, ICBC is expecting a reduction of 160 FTEs by fiscal year 2023/24
(82 FTEs in 2022/23; 78 FTEs in 2023/24), compared to the 2021/22 forecast. This reduction in
FTEs represents approximately 1% of the Total ICBC FTEs for these years.
Figure 1 – Forecast Reduction in FTEs
Average FTEs1
Total ICBC FTEs 2

2021/22
Forecast
5,750

Reduction in FTEs
Reduction in FTEs (%)3

2022/23
Forecast

2023/24
Forecast

5,668

5,590

82

78

1%

1%

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 Figure 6.5, 2021 RRA Chapter 6, page 6-15.
3 Rounded to nearest percent.

As indicated in the response to information request 2021.2 RR BCUC.83.4, ICBC’s annual
voluntary attrition (retirements and resignations) rate for the last four years (2016/17 to 2019/20
actuals), on an average, was 8%. Fiscal year 2020/21 was excluded from the average estimate
due to the unusually low staff attrition during that period resulting from state of emergency
declared by the Government over the COVID-19 pandemic.
Therefore, it is reasonable to assume that the forecasted reduction in FTEs, shown in Figure 1
above, is expected to be met by voluntary staff attrition (retirements and resignations).
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2021.2 RR BCUC.83.5
Reference:

OPERATING EXPENSES AND ALLOCATION INFORMATION
Exhibit B-5, BCUC IR 55.1, 55.2, 55.3, 55.4, 56.1
FTEs

In response to BCUC IR 55.4, ICBC states:
In Figure 6.3 on page 6-11 of the Application, the expenses that vary with the
number of FTEs are net compensation and a portion of the professional,
administrative, and other expenses. These variable expenses make up
approximately 3-4% of the total professional, administrative, and other expenses
each year and are comprised of training, travel for training, staff recognition,
employment expenses, and dues & memberships. [Emphasis added]
For clarity, please quantify the total dollar impact of the expected increase by 401 FTEs
in the 2021/22 Forecast including net compensation and professional, administrative and
other expenses.
Response:
The total dollar impact of the expected increase of 401 FTEs in the 2021/22 forecast is
approximately $37 million.

This amount includes net compensation and professional,

administrative and other expenses.

The average cost per FTE related to the 401 FTE increase is higher than the corporate average
cost per FTE primarily due to the required specialized skill set of these employees to support
Enhanced Care. The FTEs returning from the Autoplan Care Enhancements (ACE) and Rate
Affordability Action Plan (RAAP) projects are comprised of skilled IT professionals and business
subject

matter

experts.

Please

see

the

response

to

information

2021.2 RR BCUC.83.2-3 for further information on FTEs returning from ACE and RAAP.

request
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2021.2 RR BCUC.84.1
Reference:

PERFORMANCE MEASURES
Exhibit B-6, McCandless IR 1.1.3, 1.5.1; MoveUP IR 1.3, 1.4a–e, 1.4h;
Landale IR 2.2f–g; BCUC IR 2.2, 2.3, 2.4, 10.1; CTV News, Court of Appeal
grants partial stay in ruling on B.C. auto injuries, dated April 17, 20214
Basic Minimal Capital Test (MCT) Ratio: Impact of the March 2, 2021
Decision on the Constitutional Challenge of the jurisdiction of the Civil
Resolution Tribunal and the February 2, 2021 COVID-19 Rebate

In response to MoveUP IR 1.3 as it relates to the Honourable Chief Justice Hinkson’s
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal, ICBC
stated, “Both the Attorney General and the named Defendants have filed Notices of
Appeal.”
In response to MoveUP IR 1.4b, ICBC also stated the following with respect to the March
2, 2021 decision:
The cost of resolving BI claims is expected to increase for claims under the
modified tort model, as a result of more injury claims becoming legally
represented and/or litigated. The latest estimated financial impact of this decision
was made in connection with ICBC’s third quarter financial results and indicated
that an adverse decision at that time could increase costs by as much as $390
million. The actual impact will ultimately depend on customer behaviour and the
outcomes of any litigation that may be commenced. A final estimate of the
financial impact for fiscal year 2020/21 will be completed for inclusion in ICBC’s
2021 year-end financial statements. [Emphasis added]
In the news article by CTV News dated April 17, 2021, it states:
The British Columbia Court of Appeal has granted a temporary and partial stay in
the legal fight over how drivers in the province can have their accident disputes
resolved. The Attorney General's Ministry says certain disputes may now be
resolved through either a tribunal or the court system, pending its appeal of a B.C.
Supreme Court decision that reduced the tribunal's jurisdiction…The ministry said
in a statement Friday that drivers who had a crash between April 1, 2019, and April
30, 2021, may opt for the Civil Resolution Tribunal for the time being.
84.1 Please explain how the $390 million estimated financial impact of the March 2, 2021
decision on the constitutional challenge of the jurisdiction of the Civil Resolution
Tribunal was determined.
84.1.1 Please confirm, or explain otherwise, that the $390 million estimated financial
impact is an amount attributable to Basic insurance only.
4 Retrieved

May 26, 2021, from https://vancouverisland.ctvnews.ca/court-of-appeal-grants-partial-stay-inruling-on-b-c-auto-injuries-1.5391640.
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Response:
84.1

The estimated financial impact of up to $390 million was determined by modifying two actuarial
assumptions for losses that occur between April 1, 2019 and March 31, 2021 and comparing the
resulting incurred loss and ALAE estimates to those without modification:
1.

Legal Representation Rate

The legal representation rate is expected to increase for modified tort claims that would
have been in the jurisdiction of the CRT. For this impact, it was assumed that the legal
representation rate for these claims could rise to as much as 53%, a level somewhat lower
than what was seen for BI claims under the full tort model.
2.

Cost of Resolving BI Claims

The cost of resolving BI claims is expected to increase by about 9% for claims under the
modified tort model, as a result of more injury claims becoming legally represented and/or
litigated. Legally represented and/or litigated claims are expected to stay open longer and
are expected to settle at a higher cost versus unrepresented claims.

84.1.1

Confirmed, the estimated financial impact related to the jurisdiction of the CRT is an amount
attributable to Basic insurance only.
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2021.2 RR BCUC.84.2
Reference: PERFORMANCE MEASURES
Exhibit B-6, McCandless IR 1.1.3, 1.5.1; MoveUP IR 1.3, 1.4a–e, 1.4h; Landale IR
2.2f–g; BCUC IR 2.2, 2.3, 2.4, 10.1; CTV News, Court of Appeal grants partial stay
in ruling on B.C. auto injuries, dated April 17, 20214
Basic Minimal Capital Test (MCT) Ratio: Impact of the March 2, 2021 Decision on
the Constitutional Challenge of the jurisdiction of the Civil Resolution Tribunal
and the February 2, 2021 COVID-19 Rebate
In response to MoveUP IR 1.3 as it relates to the Honourable Chief Justice Hinkson’s
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal, ICBC
stated, “Both the Attorney General and the named Defendants have filed Notices of
Appeal.”
In response to MoveUP IR 1.4b, ICBC also stated the following with respect to the March
2, 2021 decision:
The cost of resolving BI claims is expected to increase for claims under the
modified tort model, as a result of more injury claims becoming legally
represented and/or litigated. The latest estimated financial impact of this decision
was made in connection with ICBC’s third quarter financial results and indicated
that an adverse decision at that time could increase costs by as much as $390
million. The actual impact will ultimately depend on customer behaviour and the
outcomes of any litigation that may be commenced. A final estimate of the
financial impact for fiscal year 2020/21 will be completed for inclusion in ICBC’s
2021 year-end financial statements. [Emphasis added]
In the news article by CTV News dated April 17, 2021, it states:
The British Columbia Court of Appeal has granted a temporary and partial stay in
the legal fight over how drivers in the province can have their accident disputes
resolved. The Attorney General's Ministry says certain disputes may now be
resolved through either a tribunal or the court system, pending its appeal of a B.C.
Supreme Court decision that reduced the tribunal's jurisdiction…The ministry said
in a statement Friday that drivers who had a crash between April 1, 2019, and April
30, 2021, may opt for the Civil Resolution Tribunal for the time being.
Given that the British Columbia Court of Appeal has granted a temporary and partial stay
of the March 2, 2021 decision on the constitutional challenge of the jurisdiction of the
Civil Resolution Tribunal, please clarify how the estimated $390 million financial impact
of the March 2, 2021 decision will affect ICBC’s 2021 year-end financial statements and
disclosures, and 2021 Outlook Basic minimum capital test (MCT) ratio, if at all.
4
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Response:
Although the British Columbia Court of Appeal has granted a temporary and partial stay to allow
claimants to choose which forum to proceed in, ICBC’s provision for unpaid claims is based on
the assumption that the current legislative environment, including this ruling, will remain in
place. Therefore, the actuarial assumptions pertaining to bodily injury will be adjusted to reflect
the March 2, 2021 decision, resulting in an increase in the provision for unpaid claims and
claims incurred costs by an amount up to, but likely somewhat less than the amount of $390
million, which will be reflected in the 2020/21 year-end consolidated financial statements.
ICBC’s

2020/21

year-end

consolidated

financial

statements

will

be

published

by

August 31, 2021 to align with the Province’s publication date of the Public Accounts.

As noted in the response to information request 2021.2 RR BCUC.84.1, the financial impact of
the March 2, 2021 decision related to the jurisdiction of the Civil Resolution Tribunal affects
Basic insurance only. As a result, this impact, holding all else constant, will decrease Basic
capital available for the fiscal 2020/21 year-end, hence, a decrease in the Basic MCT ratio. If
the appeal is successful, the unfavourable impact recorded in 2020/21 will be reversed in the
year of the decision.
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2021.2 RR BCUC.84.3 Reference: PERFORMANCE MEASURES
Exhibit B-6, McCandless IR 1.1.3, 1.5.1; MoveUP IR 1.3, 1.4a–e, 1.4h; Landale IR 2.2f–g;
BCUC IR 2.2, 2.3, 2.4, 10.1; CTV News, Court of Appeal grants partial stay in ruling on
B.C. auto injuries, dated April 17, 2021
Basic Minimal Capital Test (MCT) Ratio: Impact of the March 2, 2021 Decision on the
Constitutional Challenge of the jurisdiction of the Civil Resolution Tribunal and the
February 2, 2021 COVID-19 Rebate
In response to BCUC IR 2.3, ICBC provided the following table showing the calculation of
the forecast Basic MCT ratios for 2019/2020 Actual, 2020/2021 Outlook and the fiscal
years applicable to PY 2021:

ICBC further stated:
ICBC includes risk provisions in the outlook net income figures to account for
uncertainty in the estimates and unforeseen adverse events. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavourable
emergence in… the constitutional challenge regarding legislative amendments in
respect of Product Reform... If risks and adverse events do not manifest and these
risk provisions are not required, the Basic net incomes and equity as shown, will
improve. [Emphasis added]
In response to MoveUP IR 1.4h, ICBC stated:
Should the Honourable Chief Justice Hinkson’s March 2, 2021 decision
concerning the jurisdiction of the CRT be upheld on appeal, it would have an
unfavourable impact on the Basic MCT level due to the increased costs to resolve
modified tort claims. This could extend the time frame to rebuild capital. Currently
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the regulatory minimum Basic capital level of 100% MCT ratio is suspended, and
there is no set timeline to reach a target MCT level.
In response to Richard McCandless’s (McCandless) IR 1.1.3, ICBC stated:
The second quarter (Q2) fiscal year 2020/21 forecast of Basic net income and MCT
does not contain the COVID-19 rebate announced on February 2, 2021. The Basic
portion of the COVID-19 rebate announced February 2, 2021, is estimated at
approximately $330 million. Figure 1 below illustrates the COVID-19 rebate impact
on the Q2 Outlook for fiscal year ended 2020/21.

84.3 Please provide the amount of the risk provisions included in each of the outlook net
income figures (i.e. outlook year ended March 31, 2021, forecast year ended March 31,
2022 and forecast year ended March 31, 2023).
84.3.1 Please explain whether ICBC considers each provision to be sufficient to cover
the estimated $390 million financial impact of the March 2, 2021 decision on the
constitutional challenge of the jurisdiction of the Civil Resolution Tribunal if it is upheld
on appeal. If yes, please explain why. If not, please explain why not.
Response:
84.3

Please refer to Figure 1 below which provides the risk provisions included in the Q2 Outlook.
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Figure 1 - Q2 Outlook Adjusted for Risk Provisions and Subsequent Events
($ millions) 1

2020/21
Outlook

Net Income per Q2 Forecast (Filing)
Add back: Risk Provision
Net Income before Risk Provision and Subsequent
Events

2021/22
Forecast

2022/23
Forecast

314

125

89

497

422

449

547

538

810

Add: Subsequent Events - Impact on Net Income 2
CRT Decision
COVID-19 Rebate
Evidence Act Regulations
Total of Subsequent Events
Revised Net Income

(390)
(330)
187

(16)
3

-

(533)

(13)

-

277

534

538

1

Rounding may affect totals.
Subsequent events occurring post-Q2 forecast have been added with illustrative values for
comparison purposes.
2

The risk provisions in the 2020/21 – 2022/23 forecasts are as follows; $497 million, $422 million
and $449 million.

The unfavourable CRT decision and COVID-19 rebate would impact net income and the
cumulative capital levels for fiscal 2020/21. The unfavourable impact of the CRT decision is
expected to be less than the $390 million previously communicated. The CRT decision is
expected to only impact the Basic insurance business. The Basic portion of the $600 million
COVID-19 rebate is $330 million. Both the impact of the CRT decision and COVID-19 rebate
would reduce Basic net income in 2020/21. The CRT decision is expected to have only a small
impact in fiscal 2021/22, because it will only apply to claims for losses occurring prior to
May 1, 2021 when the Enhanced Care model was introduced.

Amendments to the Evidence Act regulations, enacted February 12, 2021, have a favourable
impact on claims savings; the Basic portion is estimated at $187 million for 2020/21 and there is
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a small impact on fiscal 2021/22. For more information regarding the Evidence Act, please refer
to the response to information request 2021.2 RR BCUC.84.5-8.
84.3.1

Yes, ICBC considers the risk provision to be sufficient to cover the unfavourable impact of the
decision on the jurisdiction of the CRT. The Basic insurance business “before provision” net
income for 2020/21 is sufficient to absorb the CRT decision and COVID-19 impacts, and still
generate a positive net income for 2020/21. The “before provision” net incomes for 2021/22 and
2022/23 include the impact of the 11.5 percentage point capital build for the 23-month
Policy Year 2021.

As previously stated in response to information request 2021.1 RR BCUC.2.3, ICBC includes
risk provisions in its outlook net income figures to recognize the ongoing risks to its financial
forecasts such as the emergence of claims costs that are above and beyond the forecast, as
experienced in the last few years. More recently, risk provisions are not specific to, but continue
to account for, the risk of unfavourable emergence in large bodily injury claims, the
constitutional challenge regarding legislative amendments in respect of Product Reform,
Enhanced Care coverage product change risk (forecasts are highly dependent on third party
data for estimates), COVID-19, and volatility in the global investment markets.

If risks and certain events do not manifest and these risk provisions are not required, the Basic
net incomes and equity as shown, will improve to a level similar to the capital provision in the
rate indication analysis. As shown in Figure 1 above, certain events, in particular the COVID-19
rebate and an unfavourable decision regarding the jurisdiction of the CRT, have in fact occurred
subsequent to the filing of this Application and will adversely affect the Basic net income and
equity.

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.84.4 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 5

2021.2 RR BCUC.84.4 Reference: PERFORMANCE MEASURES
Exhibit B-6, McCandless IR 1.1.3, 1.5.1; MoveUP IR 1.3, 1.4a–e, 1.4h; Landale IR 2.2f–g;
BCUC IR 2.2, 2.3, 2.4, 10.1; CTV News, Court of Appeal grants partial stay in ruling on
B.C. auto injuries, dated April 17, 2021
Basic Minimal Capital Test (MCT) Ratio: Impact of the March 2, 2021 Decision on the
Constitutional Challenge of the jurisdiction of the Civil Resolution Tribunal and the
February 2, 2021 COVID-19 Rebate
In response to BCUC IR 2.3, ICBC provided the following table showing the calculation of
the forecast Basic MCT ratios for 2019/2020 Actual, 2020/2021 Outlook and the fiscal
years applicable to PY 2021:

ICBC further stated:
ICBC includes risk provisions in the outlook net income figures to account for
uncertainty in the estimates and unforeseen adverse events. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavourable
emergence in… the constitutional challenge regarding legislative amendments in
respect of Product Reform... If risks and adverse events do not manifest and these
risk provisions are not required, the Basic net incomes and equity as shown, will
improve. [Emphasis added]
In response to MoveUP IR 1.4h, ICBC stated:
Should the Honourable Chief Justice Hinkson’s March 2, 2021 decision
concerning the jurisdiction of the CRT be upheld on appeal, it would have an
unfavourable impact on the Basic MCT level due to the increased costs to resolve
modified tort claims. This could extend the time frame to rebuild capital. Currently
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the regulatory minimum Basic capital level of 100% MCT ratio is suspended, and
there is no set timeline to reach a target MCT level.
In response to Richard McCandless’s (McCandless) IR 1.1.3, ICBC stated:
The second quarter (Q2) fiscal year 2020/21 forecast of Basic net income and MCT
does not contain the COVID-19 rebate announced on February 2, 2021. The Basic
portion of the COVID-19 rebate announced February 2, 2021, is estimated at
approximately $330 million. Figure 1 below illustrates the COVID-19 rebate impact
on the Q2 Outlook for fiscal year ended 2020/21.

84.4 Please update the above table provided in response to BCUC IR 2.3 for each of the
following scenarios for all years and explain the assumptions:
(i)

The financial impact of the COVID-19 Rebate announced on February 2, 2021;

(ii)

If needed, the financial impact of the March 2, 2021 decision on the
constitutional challenge to the jurisdiction of the Civil Resolution Tribunal if it
is upheld on appeal; and

(iii)

The combined effect of both the February 2, 2021 COVID-19 Rebate and the
March 2, 2021 decision on the constitutional challenge to the jurisdiction of the
Civil Resolution Tribunal if it is upheld on appeal.

Response:
The requested scenarios are provided below in Figures 1 to 3 and have been applied on top of
the financial forecast, “before provisions” as of Q2 2020/21. The post-Q2 forecast assumptions
used to calculate the impacts on the financial forecast are used for illustrative purposes only,
demonstrating the impact of scenarios (i), (ii) and (iii) on ICBC’s Basic insurance net income,
capital levels, and MCT ratio in the stated periods. No other changes have been made to the
MCT calculation illustration below.
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(i) Figure 1 - The financial impact of the COVID-19 Rebate announced on February 2, 2021.

i)

2021/22
Forecast

2022/23
Forecast

314

125

89

497

422

449

(263)

810

547

538

COVID-19 Rebate

-

(330)

-

-

CRT Decision

-

-

-

-

(330)

-

-

($ millions)1
Net Income/(Loss) "With Provisions"
Add back: Risk provisions2
Net Income/(Loss) "Before Provisions"

2019/20
Actual
(263)
-

2020/21
Outlook

Subsequent Events

Total Subsequent Events

-

Revised Net Income "Before Provisions"

(263)

480

547

538

Other Comprehensive Income

(203)

124

113

69

Comprehensive Income

(467)

604

660

607

166

(301)

304

964

Comprehensive Income [A]

(467)

604

660

607

[B]

Ending Equity

(301)

304

964

1,571

[C]

Less intangible assets

(51)

(49)

(55)

(53)

[D]

Capital Available

(353)

253

908

1,518

[E]

Capital Required

1,912

1,901

1,713

1,578

[F]

MCT%

53%

96%

[A]

Equity3
Opening Equity

1

-18%

13%

Rounding may affect totals.
There are no risk provisions in Actuals.
3 Equity contains retained earnings, other components of equity and non-controlling interest.
2
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(ii) Figure 2 - If needed, the financial impact of the March 2, 2021 decision on the constitutional
challenge to the jurisdiction of the Civil Resolution Tribunal (CRT) if it is upheld on appeal.

($ millions)1
Net Income/(Loss) "With Provisions"

2019/20
Actual

2020/21
Outlook

2021/22
Forecast

2022/23
Forecast

(263)

314

125

89

-

497

422

449

(263)

810

547

538

COVID-19 Rebate

-

-

-

-

CRT Decision

-

(390)

(16)

-

-

(390)

(16)

-

Add back: Risk provisions2
Net Income/(Loss) "Before Provisions"
Subsequent Events

Total Subsequent Events
Revised Net Income "Before Provisions"

(263)

420

531

538

Other Comprehensive Income

(203)

124

113

69

Comprehensive Income

(467)

544

644

607

166

(301)

244

888

Comprehensive Income [A]

(467)

544

644

607

[B]

Ending Equity

(301)

244

888

1,495

[C]

Less intangible assets

(51)

(49)

(55)

(53)

[D]

Capital Available

(353)

193

832

1,442

[E]

Capital Required

1,912

1,901

1,713

1,578

[F]

MCT%

-18%

10%

49%

91%

[A]

Equity3
Opening Equity

1

Rounding may affect totals.
There are no risk provisions in 2019/20 actuals.
3 Equity contains retained earnings, other components of equity and non-controlling interest.
2
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(iii) Figure 3 - The combined effect of both the Feb 2, 2021 COVID-19 Rebate and the March 2,
2021 decision on the constitutional challenge to the jurisdiction of the CRT if it is upheld on
appeal.

2019/20
Actual

($ millions)1
Net Income/(Loss) "With Provisions"

2020/21
Outlook

2021/22
Forecast

2022/23
Forecast

(263)

314

125

89

-

497

422

449

(263)

810

547

538

COVID-19 Rebate

-

(330)

-

-

CRT Decision

-

(390)

(16)

-

-

(720)

(16)

(263)

90

531

538

(203)

124

113

69

(467)

214

644

607

166

(301)

(86)

558

Comprehensive Income [A]

(467)

214

644

607

[B]

Ending Equity

(301)

(86)

558

1,165

[C]

Less intangible assets

(51)

(49)

(55)

(53)

[D]

Capital Available

(353)

(137)

502

1,112

[E]

Capital Required

1,912

1,901

1,713

1,578

[F]

MCT%

-18%

-7%

29%

70%

Add back: Risk provisions

2

Net Income/(Loss) "Before Provisions"
Subsequent Events

Total Subsequent Events
Revised Net Income "Before
Provisions"
Other Comprehensive Income
[A]

Comprehensive Income

-

Equity3
Opening Equity

1

Rounding may affect totals.
There are no risk provisions in 2019/20 actuals.
3 Equity contains retained earnings, other components of equity and non-controlling interest.
2

Subsequent to the Q2 financial forecast and in addition to the unfavourable CRT decision and
COVID-19 rebate, an amendment to the Evidence Act regulations was enacted on
February 12, 2021 providing a favourable impact.

The favourable impact on the Basic

insurance line of business accounted for $187 million, which provided a significant offset to the
CRT decision. For more information regarding the Evidence Act, please refer to the response to
information request 2021.2 RR BCUC.84.5-8.
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2021.2 RR BCUC.84.5-8 Reference: PERFORMANCE MEASURES
Exhibit B-6, McCandless IR 1.1.3, 1.5.1; MoveUP IR 1.3, 1.4a–e, 1.4h; Landale IR 2.2f–g;
BCUC IR 2.2, 2.3, 2.4, 10.1; CTV News, Court of Appeal grants partial stay in ruling on
B.C. auto injuries, dated April 17, 2021
Basic Minimal Capital Test (MCT) Ratio: Impact of the March 2, 2021 Decision on the
Constitutional Challenge of the jurisdiction of the Civil Resolution Tribunal and the
February 2, 2021 COVID-19 Rebate
In response to BCUC IR 2.4, ICBC provided the following table showing the impacts on
the PY 2021 indicated rate change by component:

In response to BCUC IR 10.1, ICBC provided the following table showing the estimated
loss and allocated loss adjustment expense (ALAE) that would have been incurred under
Modified Tort for PY 2021 for the purposes of understanding the impacts from product
reform:

ICBC noted, with respect to the above table, that: “The results are provided for
informational purposes only with the following caveats: … The forecast does not reflect

British Columbia Utilities Commission
Information Request No. 2021.2 RR BCUC.84.5-8 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 2 of 4

any impacts from the March 2021 decision on the constitutional challenge to the
jurisdiction of the Civil Resolution Tribunal, or from the Evidence Act regulations made
in February 2021…”
In response to Richard Landale (Landale) IR 2.2f-g, McCandless IR 1.5.1 and MoveUP IR
1.4a-e, ICBC explained that the constitutional challenge of ICBC’s Rate Affordability
Action Plan product reform only impacts claims under the modified tort model (i.e.
accidents between April 1, 2019 to April 30, 2021) and therefore claims under the
Enhanced Care model are not impacted.
84.5 Please confirm, or explain otherwise, that the February 2, 2021 COVID-19 rebate has
no impact on the PY 2021 indicated rate change.
84.6 Please confirm, or explain otherwise, that the March 2, 2021 decision on the
constitutional challenge to the jurisdiction of the Civil Resolution Tribunal, if it is upheld
on appeal, has no impact on the PY 2021 indicated rate change. If confirmed, please also
explain the need for the caveat provided in the response to BCUC IR 10.1 regarding the
March 2, 2021 decision.
84.7 Please explain what are the Evidence Act regulations made in February 2021, the
potential cost implications, and why ICBC has not included the impacts from regulations
in the response to BCUC IR 10.1.
84.8 If appropriate, please include and update Figure 1 from the response to BCUC IR
10.1 to reflect the combined financial impact, if any, of the Evidence Act regulations
made in February 2021 and the March 2, 2021 decision on the constitutional challenge to
the jurisdiction of the Civil Resolution Tribunal. Show the breakdown by each item.
Response:
ICBC confirms that neither the February 2, 2021 COVID-19 rebate, the March 2, 2021 Supreme
Court decision concerning the jurisdiction of the CRT, nor the Evidence Act regulations
materially impact the PY 2021 indicated rate change because these items do not impact
expected premium or claims costs associated with policies written in PY 2021. They do impact
ICBC’s current Basic capital level (i.e., fiscal year 2020/21), and as a result there could be a
small impact on the PY 2021 rate indication from investment income on Basic equity. However,
the impact is expected to be minimal given investment income on Basic equity is a small
component of the required premium. Details of the three events including why they do not
materially impact the PY 2021 rate indication are discussed in the following paragraphs:


The February 2, 2021 COVID-19 rebate is based on the impacts to claims costs and
premiums associated with policies written in PY 2020 and prior; thus it does not impact
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the expected premium or costs associated with policies written in PY 2021, which
ultimately determine the PY 2021 indicated rate change needed to cover costs.


Similar to reasons provided in the response to information request 2021.1 RR
MoveUP.1.4f-g, the March 2, 2021 Supreme Court decision on the constitutional
challenge to the jurisdiction of the CRT, if it is upheld on appeal, has little to no impact
on the PY 2021 indicated rate change, since litigation for crashes occurring in BC is
largely eliminated under the Enhanced Care model.



For the same reason discussed above, the Evidence Act regulations do not affect injury
claims costs for PY 2021 or future policy years since the Enhanced Care model has
removed litigation for crashes occurring in BC from the system; therefore, it has little to
no impact on the PY 2021 indicated rate change.



The “February 2021 Evidence Act regulations” refers to the amendments to the Expert
Evidence Regulation, B.C. Reg. 210/2020 (renamed as the Disbursements and Expert
Evidence Regulation, B.C. Reg. 31/2021) by Order in Council No. 075 (075/21).1 The
amendment limits disbursements allowed for expert reports in vehicle injury proceedings
to 6% of the overall judgment or settlement with some exceptions. The changes to the
Evidence Act regulations will provide cost savings to claims associated with policies
written before May 1, 2021.

Figure 1 in the response to information request 2021.1 RR BCUC.10.1 provides a comparison
between the estimated PY 2021 loss and ALAE under Modified Tort versus the Enhanced Care
model, the change in the loss and ALAE incurred, and the impacts on PY 2021 rate indication
due to moving to the new insurance model. Even though the projected forecast of PY 2021
figures under a Modified Tort model and corresponding impacts would likely be influenced by
the Court decision on CRT jurisdiction and the Evidence Act regulations amendments discussed
above, ICBC has not reflected these in the table. The paragraphs below explain the reasons
why not, and provide additional related information:

1

https://www.bclaws.gov.bc.ca/civix/document/id/oic/oic_cur/0075_2021.
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As noted in the response to information request 2021.1 RR BCUC.10.1, a fulsome
analysis of PY 2021 loss and ALAE under Modified Tort was not undertaken, given that
the Modified Tort model has been replaced with the Enhanced Care model (i.e., there
would be no material impact on the PY 2021 rate indication), and the substantial amount
of time and effort it would take to complete such an exercise. However, in order to
provide a response to 2021.1 RR BCUC.10.1, the Modified Tort forecast relied on highlevel estimates to illustrate the estimated amount of loss and ALAE savings from moving
to Enhanced Care. The caveats were added to the table to caution that these significant
events noted would likely impact the estimated forecast under Modified Tort to some
degree.



Directionally, the net impact on loss and ALAE under Modified Tort would likely be
higher (the Court decision on CRT would increase PY 2021 bodily injury costs and this
would partially be offset by the savings incurred from changes to the Evidence Act)
resulting in a higher estimated difference between Modified Tort and Enhanced Care.
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2021.2 RR BCUC.85.1 Reference: IT STRATEGIC PLAN
Exhibit B-1, Appendix 7C, p. 7C-1; Appendix 7D, p. 7D.3; ICBC Application to Streamline
Information Technology Compliance Reporting Requirements, Exhibit B-2, BCUC IR 8.4
Information Technology (IT) Operational Effectiveness
On page 7C-1 of Appendix 7C, ICBC states:
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.
On page 7D-3 of Appendix 7D, ICBC states, “This IT Capital Plan includes information on
only those IT capital projects with cost 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.”
Please describe how ICBC assesses the operational effectiveness of its IT resources and
investments, individually, as a whole and within the context of the enterprise-wide IT
plan.
Response:
ICBC conducts regular IT Benchmarks, benchmarking against peer insurance organizations and
organizations with similar IT infrastructure to ICBC to assess overall IT effectiveness.

IT

investments are reviewed and assessed through a formal prioritization framework as well as a
Technology Governance process to ensure investments are aligned with current and future IT
strategic direction.
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2021.2 RR BCUC.85.2 Reference: IT STRATEGIC PLAN
Exhibit B-1, Appendix 7C, p. 7C-1; Appendix 7D, p. 7D.3; ICBC Application to Streamline
Information Technology Compliance Reporting Requirements, Exhibit B-2, BCUC IR 8.4
Information Technology (IT) Operational Effectiveness
On page 7C-1 of Appendix 7C, ICBC states:
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.
On page 7D-3 of Appendix 7D, ICBC states, “This IT Capital Plan includes information on
only those IT capital projects with cost 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.”
Please explain how ICBC determines which IT capital projects will have all or a portion of
their costs funded by Basic insurance, Optional insurance or both.
Response:
The allocation of IT capital between Basic insurance, Non-insurance, and Optional insurance is
reflected in total corporate operating expenses by the allocation of the associated depreciation
expense.

The allocation of depreciation may be to Basic insurance, Non-insurance, or Optional insurance,
or a blend of Basic insurance, Non-insurance, and Optional insurance. The determination of the
allocation is driven by cost causality (i.e., what drives the IT capital project to be implemented)
and in accordance with the BCUC-approved financial allocation methodology.

Most IT capital projects are driven either by the need to replace or upgrade common
infrastructure or by the need to enhance business capabilities.


Where the need is to replace or upgrade common infrastructure, the IT environment of
the infrastructure (e.g., servers, mainframe computers) is identified, and the associated
depreciation is aligned with the IT expenses for that environment. In these instances,
depreciation is generally allocated in a blend of Basic insurance, Non-insurance, and
Optional insurance.
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Where the need is to enhance business capabilities, the depreciation (e.g., of software)
is aligned with the allocation of expenses of the associated business function. In these
instances, depreciation is generally allocated in a blend of Basic insurance and Optional
insurance or to Non-insurance, where the associated business function is driver
licensing or Non-insurance.

In some instances, the allocation of depreciation may also be mandated by Government
directives. For example, the Government has directed that depreciation expense for the related
capital costs of the Transformation Program (TP), Rate Affordability Action Plan (RAAP), and
Autoplan Care Enhancements (ACE) projects be allocated to Optional insurance.1

The

depreciation for capital costs incurred prior to the associated directive is allocated based on cost
causality.

1

Respectively, Order in Councils 222/10, 084/18, and 046/20 issued by the Government Directive to fund TP, RAAP,
and ACE costs and expenses from Optional Insurance.
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2021.2 RR BCUC.85.3 Reference: IT STRATEGIC PLAN
Exhibit B-1, Appendix 7C, p. 7C-1; Appendix 7D, p. 7D.3; ICBC Application to Streamline
Information Technology Compliance Reporting Requirements, Exhibit B-2, BCUC IR 8.4
Information Technology (IT) Operational Effectiveness
On page 7C-1 of Appendix 7C, ICBC states:
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.
On page 7D-3 of Appendix 7D, ICBC states, “This IT Capital Plan includes information on
only those IT capital projects with cost 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.”
Please describe the decision-making and prioritization process for individual IT projects,
including, but not limited to, which business processes should be invested in, how
project alternatives are identified, how project alternatives are reviewed and evaluated,
and who signs off or approves projects.
Response:
ICBC uses a risk based approach for decision making and prioritization of IT projects.

IT

projects are prioritized based on established prioritization principles, considering benefits,
resources available, and organizational capacity. Renewal projects focus on the evergreening
of end of life of assets, while Business Change projects are more focused on initiatives that
support the 2025 Corporate Strategy.

Individual IT project teams will identify viable alternatives to the recommended solution and
provide a description of the scope and cost of each alternative. Some alternatives may be
dismissed due to excessive cost, not meeting requirements, or not aligning to the IT or
corporate strategy. These projects must also follow procurement rules and go to market for
larger procurements of goods and services.

The approval of projects depends on the monetary value of the project, as per the Spending
Authority Matrix. Please see the response to information request 2021.2 RR BCUC.85.4 for
more information.
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2021.2 RR BCUC.85.4 Reference: IT STRATEGIC PLAN
Exhibit B-1, Appendix 7C, p. 7C-1; Appendix 7D, p. 7D.3; ICBC Application to Streamline
Information Technology Compliance Reporting Requirements, Exhibit B-2, BCUC IR 8.4
Information Technology (IT) Operational Effectiveness
In response to BCUC IR 8.4 in the ICBC Application to Streamline Information
Technology Compliance Reporting Requirements proceeding, ICBC provided the
following table:

Please confirm whether there have been any changes to ICBC’s spending authority
matrix for capital or project expenditures since the response to BCUC IR 8.4 noted
above. If yes, please provide an updated table and explanation for the changes.
Response:
ICBC reviews the spending and payment authority policy annually to ensure the policy
continues to align accurately with the business’ objectives. Please see the table below for the
most updated spending authority matrix for capital or project expenditures:
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Spending authority,
including contracts
& commitments

Chief
Executive
Officer

Executive
Leadership
Team

Senior
Director

Director

Senior
Manager

Full authority

A

$5,000,000

A

A

$2,000,000

A

A

A

$1,000,000

A

A

A

A

$500,000

A

A

A

A

A

$200,000

A

A

A

A

A
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Operations
Leadership
Team and
Front-line
Leadership
Team

A

A – Authority
ICBC has made the following changes to the spending authority matrix since the response to
information request 2018 ITST BCUC.8.4 (Application to Streamline Information Technology
Compliance Reporting Requirements):

(1)

The CEO spending authority limit changed from $15,000,000 to Full Authority within the
Board-approved annual capital budget. The Board approves a capital budget annually
then delegates full spending authority to the CEO within the approved capital budget.

(2)

The Senior Manager level of authority was added to align with operational needs and risk
tolerance level.
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2021.2 RR BCUC.86.1-3 Reference: IT STRATEGIC PLAN
Exhibit B-1, Chapter 6, p. 6-6; Appendix 7C, pp. 7C-6, 7C-13; Exhibit B-5, BCUC IR 63.1,
ICBC Newsroom, ICBC delays issuing COVID-19 rebate cheques, dated March 17, 20215
Cybersecurity
On page 6-6 of the Application, ICBC provides the following figure outlining the total
Corporate Operating Expenses by Line of Business and Allocation to Basic Insurance:

On page 7C-6 of Appendix 7C of the Application, ICBC states that recent updates to
ICBC’s IT capability and capacity include:
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.
On page 7C-13 of Appendix 7C of the Application, ICBC states the following has been
identified as a foundational initiative to ensure ICBC continues to sustain its operations
and positions ICBC to be responsive to current and future business needs:
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…
On March 17, 2021, ICBC released a news release with respect to delays in issuing Covid19 Rebate Cheques, stating:
ICBC is temporarily delaying the mailing of COVID-19 rebate cheques to
customers, due to a cyberattack on a third-party vendor contracted to provide
printing and distribution services.
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The information held by the vendor is limited to customer names, addresses,
COVID-19 rebate cheque amounts and cheque numbers. There is no indication
this information was obtained. The event did not impact ICBC's systems, which
are secure.
Ensuring the safety and security of customers' information is our top priority. We
are actively monitoring the situation with the vendor and will work with the Office
of the Information and Privacy Commissioner for British Columbia (OIPC) if any
information has been obtained.
86.1 Please explain and discuss if ICBC has a company-wide governance model on how
cybersecurity risk is managed across all business functions. Please include a
description of the reporting structure, approval process and how the governance model
aligns with ICBC’s IT Strategic Plan.
86.2 Please explain how ICBC responds in the event of a direct or third-party vendor
cybersecurity breach to minimize the operational, financial and other impacts.
86.3 Please explain how ICBC ensures that it has sufficient resources to recover from a
direct or third-party vendor cybersecurity breach, including a description and frequency
of the validation exercises if any.
5

Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2021-Mar17.aspx

Response:
The response to this information request has been filed confidentially with the BCUC as it
contains confidential security-sensitive information, which if made public could result in cyberattack harm to ICBC and its customers (as it provides insight into the scope and maturity of
ICBC’s cybersecurity posture). To reduce the risk of any inadvertent disclosure, ICBC requests
that the contents of this response be limited to the BCUC only.
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2021.2 RR BCUC.86.4-5 Reference: IT STRATEGIC PLAN
Exhibit B-1, Chapter 6, p. 6-6; Appendix 7C, pp. 7C-6, 7C-13; Exhibit B-5, BCUC IR 63.1,
ICBC Newsroom, ICBC delays issuing COVID-19 rebate cheques, dated March 17, 20215
Cybersecurity
On page 6-6 of the Application, ICBC provides the following figure outlining the total
Corporate Operating Expenses by Line of Business and Allocation to Basic Insurance:

On page 7C-6 of Appendix 7C of the Application, ICBC states that recent updates to
ICBC’s IT capability and capacity include:
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.
On page 7C-13 of Appendix 7C of the Application, ICBC states the following has been
identified as a foundational initiative to ensure ICBC continues to sustain its operations
and positions ICBC to be responsive to current and future business needs:
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…
On March 17, 2021, ICBC released a news release with respect to delays in issuing Covid19 Rebate Cheques, stating:
ICBC is temporarily delaying the mailing of COVID-19 rebate cheques to
customers, due to a cyberattack on a third-party vendor contracted to provide
printing and distribution services.
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The information held by the vendor is limited to customer names, addresses,
COVID-19 rebate cheque amounts and cheque numbers. There is no indication
this information was obtained. The event did not impact ICBC's systems, which
are secure.
Ensuring the safety and security of customers' information is our top priority. We
are actively monitoring the situation with the vendor and will work with the Office
of the Information and Privacy Commissioner for British Columbia (OIPC) if any
information has been obtained.

86.4 Please provide the amount ICBC has budgeted for responding to cybersecurity
breaches, cybersecurity prevention activities and any other cybersecurity-related items
for each of the 2020/21 Outlook and 2021/22 to 2023/24 Forecast fiscal years.
86.4.1 Please indicate within which line item in Figure 6.1 the budget for cybersecurity
breaches, cybersecurity prevention activities and any other cybersecurity-related items
can be found.
86.5 Please provide historical spending amounts related to responding to cybersecurity
breaches, cybersecurity prevention activities and any other cybersecurity-related items
for the past 5 years.
5

Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2021-Mar17.aspx

Response:
The response to this information request has been filed confidentially with the BCUC as it
contains confidential security-sensitive information, which if made public could result in cyberattack harm to ICBC and its customers (as it provides insight into the scope and maturity of
ICBC’s cybersecurity posture). To reduce the risk of any inadvertent disclosure, ICBC requests
that the contents of this response be limited to the BCUC only.
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2021.2 RR BCUC.86.6-7 Reference: IT STRATEGIC PLAN
Exhibit B-1, Chapter 6, p. 6-6; Appendix 7C, pp. 7C-6, 7C-13; Exhibit B-5, BCUC IR 63.1,
ICBC Newsroom, ICBC delays issuing COVID-19 rebate cheques, dated March 17, 20215
Cybersecurity
On page 6-6 of the Application, ICBC provides the following figure outlining the total
Corporate Operating Expenses by Line of Business and Allocation to Basic Insurance:

On page 7C-6 of Appendix 7C of the Application, ICBC states that recent updates to
ICBC’s IT capability and capacity include:
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.
On page 7C-13 of Appendix 7C of the Application, ICBC states the following has been
identified as a foundational initiative to ensure ICBC continues to sustain its operations
and positions ICBC to be responsive to current and future business needs:
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…
On March 17, 2021, ICBC released a news release with respect to delays in issuing Covid19 Rebate Cheques, stating:
ICBC is temporarily delaying the mailing of COVID-19 rebate cheques to
customers, due to a cyberattack on a third-party vendor contracted to provide
printing and distribution services.
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The information held by the vendor is limited to customer names, addresses,
COVID-19 rebate cheque amounts and cheque numbers. There is no indication
this information was obtained. The event did not impact ICBC's systems, which
are secure.
Ensuring the safety and security of customers' information is our top priority. We
are actively monitoring the situation with the vendor and will work with the Office
of the Information and Privacy Commissioner for British Columbia (OIPC) if any
information has been obtained.
86.6 Please explain whether ICBC has conducted a full debrief related to the cyberattack
on the third-party vendor contracted to provide COVID-19 rebate cheque services. If yes,
please provide the results of the debrief and describe the measures ICBC has taken to
minimize the risk of a similar cyberattack in the future. If no, please explain why not
and/or discuss when ICBC expects to conduct a debrief on the incident.
86.7 In addition to the cyberattack on the third-party vendor contracted to provide
COVID-19 rebate cheques services, please indicate if ICBC has been subject to any other
cyberattacks (directly or indirectly) in the last 12 months.
86.7.1 If yes, please describe the type(s) of cyberattacks and the measures ICBC has
taken in response to these attacks and any efforts to mitigate the likelihood of recurrence
of such incidents in the future.
5

Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2021-Mar17.aspx

Response:
The response to this information request has been filed confidentially with the BCUC as it
contains confidential security-sensitive information, which if made public could result in cyberattack harm to ICBC and its customers (as it provides insight into the scope and maturity of
ICBC’s cybersecurity posture). To reduce the risk of any inadvertent disclosure, ICBC requests
that the contents of this response be limited to the BCUC only.
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2021.2 RR BCUC.87.1 Reference: OTHER
ICBC 2019/20 Annual Service Plan Report6, p. 63; Exhibit B-1, Chapters 1 and 6, pp. 1-5,
6-4; ICBC 2019 Revenue Requirement Application dated December 14, 2018, Exhibit B-5,
BCUC IR 118.3, 118.4
IFRS 17 Adoption
ICBC prepares its consolidated financial statements in accordance with the International
Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board and required by the Budget Transparency and Accountability Act.
In ICBC’s 2019/20 Annual Service Plan Report, ICBC states the following with respect to
“Standards and interpretations issued but not yet effective and not early adopted”:
IFRS 17 Insurance Contracts. Effective for annual periods beginning on or after
January 1, 2023. Early adoption is permitted for entities that apply IFRS 9 and
IFRS 15 on or before the initial application of IFRS 17. The standard establishes
the principles of recognition, measurement, presentation and disclosure of
insurance contracts and supersedes IFRS 4. The standard was issued in May 2017
and requires all insurance contracts to be accounted for in a consistent manner,
benefiting both investors and insurance companies. Insurance obligations will be
accounted for using current values. The information will be updated regularly,
providing more useful information to users of financial statements. The
Corporation is currently evaluating the impact of this standard on its consolidated
financial statements. [Emphasis added]
On page 1-5 of the Application, ICBC states:
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…
Further, on page 6-4 of the Application, ICBC states the following with respect to
corporate operating expenses allocated to Basic insurance for PY 2021:
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.
In response to BCUC IR 118.3 in the ICBC 2019 RRA proceeding, where the effective date
of IFRS 17 for ICBC was expected to be the fiscal year beginning April 1, 2022, ICBC
stated:
Assessment of the anticipated impact on ICBC’s business, including financial
impacts, is expected to commence in the second quarter of 2019/20 and will be
ongoing until the fourth quarter of 2020/21. Therefore, it is too early to know if the
impacts of the IFRS 17 adoption will be favourable or unfavourable. As well, the
actual impact, whether favourable or unfavourable, will be dependent on the
financial circumstances at the time of transition.
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Additionally, in response to BCUC IR 118.4 in the ICBC 2019 RRA proceeding, ICBC
provided a “high-level road map outlining the key work streams and timelines” for its
adoption of IFRS 17.
87.1 Please clarify whether the potential impacts of adopting IFRS 17, as acknowledged
in ICBC’s 2019/20 Annual Service Plan Report, are included as part of this Application.
87.1.1 If yes, please describe the included impacts, including, but not limited to, whether
the impacts were favourable or unfavourable to ICBC and the amount(s).
87.1.2 If no, please explain why not and provide an update to the responses provided in
the ICBC 2019 RRA proceeding to BCUC IRs 118.3 and 118.4 concerning ICBC’s plan for
the adoption of IFRS 17, including, but not limited to:
 The timing of ICBC’s assessment of the accounting policy choices and actuarial
methodology changes necessary to implement IFRS 17;
 The key work streams of the implementation project; and
 The key activities and timelines associated with the implementation project.
6

Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/ar-20-consolidated.pdf.

Response:
87.1

Potential impacts of adopting IFRS 17 are not included as part of this Application. ICBC is still
in the process of evaluating the impacts of IFRS17 on ICBC’s consolidated financial statements.
87.1.1

Not applicable.
87.1.2
ICBC’s project to implement IFRS 17 started in 2018. During the preliminary assessment phase
of the project, ICBC’s project team developed a high-level road map outlining the key work
streams and timelines for its adoption of IFRS 17, based on an anticipated effective date for
ICBC of April 1, 2022.

ICBC has also determined the high level working assumptions for

various accounting policy choices and completed data elements assessment and data staging
related work.
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The project was put on hold mid-2020 after the International Accounting Standards Board
(IASB) updated the requirements for IFRS 17 and deferred the effective date to allow sufficient
time for insurers to implement the new standard given the significant system changes that might
be required. The effective date was initially set for January 1, 2021. However, in 2019, the
IASB deferred the effective date to January 1, 2022 and then, in March 2020, deferred it to fiscal
years beginning on or after January 1, 2023 (i.e., for ICBC, April 1, 2023). In order to meet the
effective date for the new accounting standards, ICBC resumed the project in December 2020
and completed an assessment of the remaining work required to implement IFRS 17.
ICBC is in the process of procuring an IFRS 17 solution software and a solution integrator to
lead/assist with the implementation and expects to complete this process by August 2021.
Details were included in an IT Capital Report recently filed with the BCUC on a confidential
basis.
Because of the effective date deferrals and the changing insurance environment, ICBC has
shifted out some of its timelines. Below is a summary of the key work streams, activities and
timelines associated with the implementation project.

Key Work Streams
Accounting Policy
Setting & Reporting

Task
Finalization of accounting policy choices
and actuarial methodology changes
Standard Reporting / Disclosure
Assessment
NRFP, vendor evaluation, vendor
negotiation and contract

Process and Controls,
Data and Systems

Project Management

Timeline
(Calendar Year)
Q3 2021
Q1 2021 to Q3 2022
Q3 2021

Process design and controls

Q3 2021 to Q2 2022

Implementation, configuration and testing

Q3 2021 to Q2 2022

Resourcing

Q3 2022 to Q1 2023

Rollout and Parallel run

Q3 2022 to Q1 2023

Training and Change Management

Q2 2022 to Q1 2023
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2021.2 RR BCOAPO.26.1 Reference: ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position
Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for
the Basic insurance line of business including the 2020/21 outlook 2021/22 and
2022/23 financial forecasts based on the 2021/22 to 2022/23 Service Plan, including
forecast net income of $125 million in 2021/22 and $89 million in 2022/23, respectively
and a forecast MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023,
respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to
recognize the ongoing risks to its forecasts such as the emergence of claims costs
that are above and beyond the forecast, as experienced in the last few years. More
recently, risk provisions are not specific to, but continue to account for the risk of
unfavorable emergence in large bodily injury claims, the constitutional challenge
regarding legislative amendments in respect of Product Reform, Enhanced Care
coverage product change risk (forecasts are dependent on third party data for
estimates), COVID-19, and volatility in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the
outlook of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18%
reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of
the March 2, 2021 decision concerning the jurisdiction of the Civil Resolution
Tribunal (which is currently under appeal) could be to increase costs by as much as
$390 million and that an unfavorable impact of that magnitude could reduce ICBC’s
MCT ratio by approximately
13%.
Please provide a copy of the ICBC 2021/22 to 2023/24 Service Plan for the record of
this proceeding, including ICBC’s financial forecast for 2023/24.
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Response:
A link to ICBC’s 2021/22 - 2023/24 Service Plan is provided below:

ICBC's 2021/22 -2023/24 Service Plan
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2021.2 RR BCOAPO.26.2 Reference: ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position
Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please update Attachment A to RM IR 2.2 to include the most recent financial outlook for
2020/21 and forecasts for 2021/22, 2022/23 and 2023/24 for the Basic line of business, to
be consistent with the 2021/22 to 2023/24 Service Plan.
Response:
Please refer to the response to information request 2021.2 RR RM.7.1 for the update to
Attachment A to the response to information request 2021.1 RR RM.2.2.
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2021.2 RR BCOAPO.26.3 Reference: ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position
Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please provide a breakdown of the risk provisions and associated amounts of the risk
provisions that are included in the 2020/21 Outlook, and the 2021/22, 2022/23, 2023/24
Forecasts, to be consistent with the 2021/22 to 2023/24 Service Plan.
Response:
Please refer to the response to information request 2021.2 RR RM.7.1 for the Basic insurance
portion of the forecast that supports the 2021/22 – 2023/24 Service Plan published in
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April 2021. As noted, “ICBC’s outlook and forecasted net incomes include risk provisions to
account for uncertainty associated with its estimates and unforeseen adverse events”.

The forecast that aligns with the 2021 Revenue Requirements Application (2021 RRA) was
determined for the second quarter of the 2020/21 fiscal year. A breakdown of the associated
risk provisions is provided in the response to information request 2021.2 RR BCUC.84.3. The
breakdown of the risk provisions and associated amounts in the 2021/22 – 2023/24 Service
Plan was determined for the third quarter of the 2020/21 fiscal year and, therefore, does not
align with the 2021 RRA.
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2021.2 RR BCOAPO.26.4 Reference: ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position
Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please explain how the inclusion of a total capital maintenance and capital build
provision of approximately $940 million (Figure 3.1 of Application, line p) in PY 2021
results in total forecast net income of approximately $214 million ($125 + $89) in 2021/22
and 2022/23.
Response:
Please refer to the response to information request 2021.2 RR RM.8.1.
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2021.2 RR BCOAPO.26.5
Reference:

ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position

Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please update the table in BCUC IR 2.3 which provides the calculation of the MCT ratio
for the 2020/21 Outlook and for 2021/22, 2022/23 and 2023/24 Forecasts, to be consistent
with the 2021/22 to 2023/24 Service Plan.
Response:
As requested, the table below has been updated with ICBC’s Basic business forecast that is
consistent with the 2021/22 – 2023/24 Service Plan published April 20, 2021.
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2019/20
Actual

($ millions)1
Retained Earnings (Deficit),
Beginning of Period

Net Income (Loss)
[A]

Retained Earnings (Deficit), End of
Period
Other Components of Equity,
Beginning of Period
Net Change in Available for Sale
Assets - (Unrealized Gains/Losses)
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2020/21
Outlook2,3

2021/22
Forecast3

2022/23
Forecast3

2023/24
Forecast3

65

(199)

538

573

686

(263)

737

35

113

85

(199)

538

573

686

771

92

(112)

475

706

764

(349)

939

232

58

165

Pension and Post-Retirement
Benefits Re-measurements
Other Components of Equity, End
of Period
Non-Controlling Interest, End of
Period

146

(352)

-

-

-

(112)

475

706

764

929

9

9

9

9

9

[D]

Equity (Deficit)

(301)

1,022

1,289

1,460

1,710

[E]

Intangible Assets

(51)

(49)

(55)

(53)

(48)

[F]

Capital Available

(354)

973

1,234

1,407

1,662

[G]

Capital Required

1,912

2,035

2,016

1,926

1,831

[H]

MCT %

-18%

48%

61%

73%

91%

[B]
[C]

1 Rounding

[D=A+B+C]

[F=D+E]

[H=F/G]

may affect totals.
The Outlook presented is based on estimates as of Q3, consistent with the 2020/21 – 2023/24 Service Plan. The
2020/21 Outlook includes the Basic insurance portion of the $600 million COVID-19 rebate. The 2020/21 Outlook does
not reflect the unfavourable CRT decision, which occurred too late to incorporate in the Service Plan.
3 ICBC’s Outlook and Forecasted net incomes include risk provisions to account for uncertainty associated with its
estimates and unforeseen adverse events.
2
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2021.2 RR BCOAPO.26.6 Reference: ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position
Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please update the table in BCUC IR 2.3 which provides the calculation of the MCT ratio
for the 2020/21 Outlook and for 2021/22, 2022/23 and 2023/24 Forecasts, to be consistent
with the 2021/22 to 2023/24 Service Plan and include the impacts of the Basic portion of
the COVID-19 rebate.
Response:
Please refer to the response to information request 2021.2 RR BCOAPO.26.5.

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.26.6 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 2 of 2

The Service Plan includes the impact of the $600 million COVID-19 rebate. The Service Plan
does not contain the unfavourable impact of the CRT decision, as the decision came too late to
incorporate into the Service Plan.

The Basic insurance financial table in the response to information request 2021.2 RR
BCOAPO.26.5 contains the Basic insurance portion of the COVID-19 impact but does not
include the unfavourable CRT decision.
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2021.2 RR BCOAPO.26.7
Reference:

ICBC 2021 RRA
BCOAPO IR 2.2, RM IR’s 1.1.3, 1.5.1 and 2.2 and BCUC IR 2.3
Topic: ICBC’s Financial Position

Preamble:
In the response to BCOAPO IR 2.2, ICBC states…Please refer to the ICBC’s 2020/21 –
2022/23 Service Plan, tabled February 2020, for ICBC’s last Service Plan forecast, which
provides a forecast up to the end of the 2022/23 fiscal year…The 2021/22 to 2023/24
Service Plan will not be available until after it is tabled on April 20, 2021.
In the response to RM IR 2.2, ICBC provided forecast information (Attachment A) for the
Basic insurance line of business including the 2020/21 outlook 2021/22 and 2022/23
financial forecasts based on the 2021/22 to 2022/23 Service Plan, including forecast net
income of $125 million in 2021/22 and $89 million in 2022/23, respectively and a forecast
MCT ratio of 19% at March 31, 2022 and 33% at March 31, 2023, respectively.
In the response to BCUC IR 2.3, ICBC provided a table with the calculation of the MCT
ratio for 2019/20 Actual, 2020/21 Outlook, 2021/22 Forecast and 2022/23 Forecast and
indicates that…ICBC includes risk provisions in outlook net income figures to recognize
the ongoing risks to its forecasts such as the emergence of claims costs that are above
and beyond the forecast, as experienced in the last few years. More recently, risk
provisions are not specific to, but continue to account for the risk of unfavorable
emergence in large bodily injury claims, the constitutional challenge regarding legislative
amendments in respect of Product Reform, Enhanced Care coverage product change
risk (forecasts are dependent on third party data for estimates), COVID-19, and volatility
in the global investment markets.
In the response to RM IR 1.1.3, ICBC provided a table (Figure 1) that indicated that the
Basic portion of COVID-19 Rebate announced on February 2, 2021, is estimated at
approximately $330 million and that the impact of this rebate was to reduce the outlook
of the MCT ratio as at March 31, 2021 from 5% to a deficit of -13%, or a 18% reduction.
In the response to RM IR 1.5.1, ICBC indicated that the financial impact as a result of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal (which
is currently under appeal) could be to increase costs by as much as $390 million and that
an unfavorable impact of that magnitude could reduce ICBC’s MCT ratio by
approximately 13%.
Please explain if the combined unfavorable financial impacts of the Basic COVID- 19
rebate announced February 2, 2021 and the assumption of an unsuccessful appeal of the
March 2, 2021 decision concerning the jurisdiction of the Civil Resolution Tribunal, are of
the magnitude that they could essentially reduce the forecast MCT ratio to 2% or lower
by March 31, 2023 (Current 33% MCT forecast – 18% COVID-19 Rebate impact – 13% Civil
Resolution Tribunal impact = 2% MCT ratio adjusted forecast based on the above noted
assumptions).
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Response:
The COVID-19 rebate and unfavourable CRT decision have an adverse impact on the forecast
Basic net income and MCT ratios for fiscal 2020/21. However, as shown in Figure 1 below, the
Basic MCT ratio at March 31, 2023 is expected to be well above the 2% MCT referred to in the
preamble.

The table has been updated based on the Basic insurance portion of the financial forecast as of
Q3 consistent with the 2021/22-2023/24 Service Plan. The financial forecast as of Q3 already
incorporates the COVID-19 rebate. The impact of the CRT decision is not in the Service Plan,
because it occurred too late to incorporate, and has been added to illustrate the impact in the
table below.

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.26.7 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 3 of 3

Figure 1 - Basic Insurance Business - Q3/Service Plan update
2021/22 2022/23 2023/24
2019/20 2020/21
Forecast
Forecast Forecast
Actual Outlook 2
3
3
3

($ millions) 1
Net income (Loss)
2021/22–2023/24 Service Plan
Subsequent Event: CRT Decision
Revised Net Income (Loss)
Retained Earnings (Deficit), Beginning of
Period
Retained Earnings (Deficit), End of
[A]
Period
Other Components of Equity, Beginning of
Period
Net Change in Available for Sale Assets (Unrealized Gains/Losses)
Pension and Post-Retirement Benefits
Re-measurements
Other Components of Equity, End of
[B]
Period
[C] Non-Controlling Interest, End of Period
[D] Equity (Deficit)

[D=A+B+C]

[E] Intangible Assets
[F] Capital Available

[F=D+E]

[G] Capital Required
[H] MCT %

[H=F/G]

(263)

737

35

-

(390)

(16)

-

-

(263)

347

19

113

85

65

(199)

148

167

280

(199)

148

167

280

365

92

(112)

475

706

764

(349)

939

232

58

165

146

(352)

-

-

-

(112)

475

706

764

929

9

9

9

9

9

(301)

632

883

1,054

1,304

(51)

(49)

(55)

(53)

(48)

(354)

583

828

1,001

1,256

1,912

2,053

2,024

1,933

1,840

-18%

28%

41%

113

85

52%

1

Rounding may affect totals.
The Q3 2020/21 Outlook already includes Basic's portion of the $600 million COVID-19 rebate.
The impact of the unfavourable CRT decision has been subsequently added above for
illustrative purposes, as the decision was rendered too late to incorporate in the Service Plan.
3
ICBC’s outlook and forecasted net incomes include risk provisions to account for uncertainty
associated with its estimates and unforeseen adverse events.
2

In addition, please refer to the response to information request 2021.2 RR BCUC.84.4, which
illustrates the impacts of the COVID-19 rebate and CRT decision on the Q2 financial forecast.

68%

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.27.1 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 2

2021.2 RR BCOAPO.27.1 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID-19 and its variants, and the potential long-term driving behavioral
changes, such as:
• Shift to working from home leading to decreased driving.
• Shift in the traditional peaks during rush hour leading to less congestion.
• The avoidance of public transportation leading to an increase of vehicles on the
road.
Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and
the potentially unfavorable longer-term impacts, the updated information still supports
that a zero ppt impact is within the range of reasonable assumptions for the impact of
COVID-19 to PY 2021…Since the onset of the pandemic, ICBC has been closely
monitoring the responses of other companies in the auto insurance industry. At the time
of the Application, of the insurers that have offered relief to its customers in response to
COVID-19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please confirm that ICBC’s management reviews the Basic line of business financial
results and claims costs on a monthly and quarterly basis, and explain what the trend
(favorable or unfavorable) with respect to the financial impact of COVID-19 has been to
date. Please also explain if there is any expectation that the trend of the financial impacts
of COVID-19 is expected change in the short to term.
Response:
ICBC confirms that it reviews financial results and claims costs on a both monthly and quarterly
basis.
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The financial impact resulting from the COVID-19 pandemic has continued to be favourable
mainly due to the continued reduction in crash frequency and claims costs. As outlined in
ICBC’s Application in Support of a Second COVID-19 Basic Insurance Rebate filed on
June 14, 2021, the second COVID-19 rebate has relied on the estimated favourable net
underwriting impact between October 1, 2020 and March 31, 2021 totaling $350 million (with the
Basic insurance portion being $188 million (rounded)). This is lower than the first COVID-19
rebate of $600 million (Basic insurance portion of $330 million) that was based on the
favourable net underwriting impact for the period of April 1, 2020 through September 30, 2020
largely due to the lockdown restrictions that were implemented at the beginning of the period.
As restrictions are expected to be lifted at varying levels throughout the summer months, likely
leading to increases in vehicle usage, ICBC expects the favourable financial impact to also
decrease over the short term. Please see the response to information request 2021.2 RR
BCUC.69.1-2 for more details.
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2021.2 RR BCOAPO.27.2 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID- 19 and its variants, and the potential long-term driving behavioral
changes, such as:




Shift to working from home leading to decreased driving.
Shift in the traditional peaks during rush hour leading to less congestion.
The avoidance of public transportation leading to an increase of vehicles on the
road.

Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and the
potentially unfavorable longer-term impacts, the updated information still supports that a
zero ppt impact is within the range of reasonable assumptions for the impact of COVID19 to PY 2021…Since the onset of the pandemic, ICBC has been closely monitoring the
responses of other companies in the auto insurance industry. At the time of the
Application, of the insurers that have offered relief to its customers in response to
COVID- 19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please explain if there are any Canadian auto insurers that have imposed a surcharge or
increased premiums as a result of the impacts of COVID-19.
Response:
Although a few insurers have applied a temporary rate decrease (as indicated in the above
preamble), ICBC is not aware of any Canadian insurers who have to date imposed a surcharge
or raised rates as a result of the impacts from COVID-19. Most responses from Canadian
insurers to date relate to the actual short-term savings that have been experienced through

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.27.2 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 2 of 2

lower crashes. The unfavourable impacts of the pandemic that ICBC discussed in the response
to information request 2021.1 RR BCUC.3.2 refer to potential longer-term impacts and would be
addressed in the next revenue requirements application.
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2021.2 RR BCOAPO.27.3 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID- 19 and its variants, and the potential long-term driving behavioral
changes, such as:
•
•
•

Shift to working from home leading to decreased driving.
Shift in the traditional peaks during rush hour leading to less congestion.
The avoidance of public transportation leading to an increase of vehicles on the
road.

Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and the
potentially unfavorable longer-term impacts, the updated information still supports that a
zero ppt impact is within the range of reasonable assumptions for the impact of COVID19 to PY 2021…Since the onset of the pandemic, ICBC has been closely monitoring the
responses of other companies in the auto insurance industry. At the time of the
Application, of the insurers that have offered relief to its customers in response to
COVID- 19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please confirm that while there may be a range of impacts of COVID-19, the most likely
outcome on a directional basis will be a reduction in claim costs during PY 2021-1 which
will lead to a net favorable impact on ICBC’s finances, as opposed to a zero impact of
COVID-19.
Response:
ICBC interprets PY 2021-1 in the question to mean fiscal year (FY) 2021/22, because of the
reference to “ICBC’s finances”. Please note that claims costs associated with a policy year and
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a fiscal year are different, since policy year refers to the claims costs attributed to policies
written in the policy year and fiscal year refers to the claims costs incurred in the year (e.g., all
crashes occurring in June 2021 are part of FY 2021/22, but most are still covered by policies
issued before May 1, 2021 and so are not part of PY 2021).
Based on the first few months of lower crash frequencies seen in FY 2021/22, ICBC would
agree that as at this time, it is more likely that COVID-19 restrictions will have a more favourable
outcome on FY 2021/22 claims costs as compared to an unfavourable outcome. However,
there is still much uncertainty surrounding how customers will respond once COVID-19
restrictions are lifted. Even in the period immediately following the first quarter of FY 2021/22,
there is considerable uncertainty given the pent-up demand for travel. The impact on ICBC’s
finances is also less certain since, as demonstrated for FY 2020/21 in the response to
information request 2021.2 RR BCOAPO.27.1, the rebates provided by ICBC with the support of
the BC Government have offset the favourable FY 2020/21 net underwriting impact from
COVID-19.
ICBC’s best estimate of a zero percentage point impact from COVID-19 on the PY 2021 rate
change of -15% applies to all policies written from May 1, 2021 through to March 31, 2023 that
covers claims costs attached to these policies extending all the way to March 30, 2024 (e.g., a
12 month policy written on March 31, 2023 covers the costs attributed to crashes that occur all
the way through to March 30, 2024). As discussed in the response to information request
2021.1 RR BCUC.3.2, given the wide range of possible outcomes for the COVID-19 impacts on
PY 2021 and the potential for unfavourable impacts of longer-term driving behavioural changes,
the updated information still supports that a zero percentage point impact is within the range of
reasonable assumptions for the impact of COVID-19 to PY 2021. Please see the response to
information request 2021.2 RR BCUC.69.1-2 for more information on this topic.
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2021.2 RR BCOAPO.27.4 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID-19 and its variants, and the potential long-term driving behavioral
changes, such as:
• Shift to working from home leading to decreased driving.
• Shift in the traditional peaks during rush hour leading to less congestion.
• The avoidance of public transportation leading to an increase of vehicles on the
road.
Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and
the potentially unfavorable longer-term impacts, the updated information still supports
that a zero ppt impact is within the range of reasonable assumptions for the impact of
COVID-19 to PY 2021…Since the onset of the pandemic, ICBC has been closely
monitoring the responses of other companies in the auto insurance industry. At the time
of the Application, of the insurers that have offered relief to its customers in response to
COVID-19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please provide ICBC’s perspective that the insurance industry preference to provide
rebates to customers versus reduce premiums due to the potential short-term favorable
impacts of COVID-19, is somewhat analogous to utility rate-setting that uses rate-riders
to refund short term or one-time variations in costs and reflects longer-term cost trends
in base rates (notwithstanding that rate riders are usually refunded over a period of time
as opposed to a rebate on a one-time basis).
Response:
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ICBC is not sufficiently familiar with rate riders to comment in detail on the similarities and
differences between rate riders and the insurance industry’s preference to provide rebates in
response to the COVID-19 pandemic. ICBC would agree that they are somewhat analogous in
the sense that they can be used to temporarily offset the rate determined through a revenue
requirements process. ICBC’s rebates are being provided as separate payments to customers
that were affected during the period, regardless if they renewed their policy or not, whereas rate
riders are often used to offset customers’ future bills.

The COVID-19 pandemic has been a unique event where, given the magnitude of impact and
the hardship it has caused to many customers, most insurers (and governments) have opted for
an immediate rebate rather than either increasing capital levels or taking short-term rate
changes. The latter can take over a full year to implement including the regulatory approval
process since they are forward looking and include several assumptions to forecast claims costs
and expenses using actuarial methods and judgment. The decision to use rebates is thus best
characterized as a policy decision that is supported by government direction.
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2021.2 RR BCOAPO.27.5 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID- 19 and its variants, and the potential long-term driving behavioral
changes, such as:




Shift to working from home leading to decreased driving.
Shift in the traditional peaks during rush hour leading to less congestion.
The avoidance of public transportation leading to an increase of vehicles on the
road.

Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and the
potentially unfavorable longer-term impacts, the updated information still supports that a
zero ppt impact is within the range of reasonable assumptions for the impact of COVID19 to PY 2021…Since the onset of the pandemic, ICBC has been closely monitoring the
responses of other companies in the auto insurance industry. At the time of the
Application, of the insurers that have offered relief to its customers in response to
COVID- 19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please confirm that ICBC’s use of the term “absorbed” means that any favorable shortterm COVID-19 impact not returned through rebates, will increase ICBC’s capital, all
things being equal.
Response:
ICBC confirms that the use of the term "absorbed" means that any favourable short-term
COVID-19 impact not returned through rebates will increase ICBC’s capital, all else being equal.
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ICBC operates in a closed system, where any variance between required and collected
premiums are kept in the company as capital. Therefore, any favourable short-term COVID-19
impact (that is not returned through rebates) will increase ICBC’s capital. Conversely, an
unexpected unfavourable emergence of policy year costs (not reflected in current rates) will
decrease capital.
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2021.2 RR BCOAPO.27.6 Reference: ICBC 2021 RRA
BCUC IR 3.2
Topic: COVID-19 Impacts to the 2021 RRA
Preamble:
In the response to BCUC IR 3.2, ICBC states…Beyond the first few months, the COVID19 impacts relating to the remainder of PY 2021 are still subject to significant
uncertainties surrounding the availability and effectiveness of vaccines to combat the
spread of COVID-19 and its variants, and the potential long-term driving behavioral
changes, such as:
• Shift to working from home leading to decreased driving.
• Shift in the traditional peaks during rush hour leading to less congestion.
• The avoidance of public transportation leading to an increase of vehicles on the
road.
Given the wide range of possible outcomes for the COVID-19 impacts on PY 2021 and
the potentially unfavorable longer-term impacts, the updated information still supports
that a zero ppt impact is within the range of reasonable assumptions for the impact of
COVID-19 to PY 2021…Since the onset of the pandemic, ICBC has been closely
monitoring the responses of other companies in the auto insurance industry. At the time
of the Application, of the insurers that have offered relief to its customers in response to
COVID-19, most have provided it in the form of a refund given the uncertainty of the
impact. There have been a few companies that have applied a temporary rate decrease
with the intention to revert back to previous levels when the impacts from the pandemic
have stabilized…Any significant impacts to loss costs as a result of the pandemic are
likely to be short term and temporary, while there is still so much uncertainty on impacts
over the longer term. As a result of the uncertainty, ICBC has taken the approach, along
with most other insurance companies, of maintaining rate stability and providing rebates
to its customers to reflect its known claims savings from COVID-19. This has been the
preferred approach to rate stability has compared to overreacting to short-term impacts
by reducing current rates with the likelihood that rates would have to increase once
costs return to more stable levels…Any long-term impact to ICBC’s claims costs will be
part of its next revenue requirements application and any favorable short-term impact
that has not been returned to customers through a government directed rebate will be
absorbed by capital.
Please elaborate on ICBC’s views on the potentially unfavorable longer-term impacts of
COVID-19, as alluded to in the response to BCUC IR 3.2.
Response:
In the Application, Chapter 3, Appendix E.0, page 6, ICBC highlighted a few examples of
potential long-term impacts of COVID-19 including some unfavourable influences. The following
paragraphs expand on these examples in support of the statement provided in the response to
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information request 2021.2 RR BCUC.3.2. Note these examples are not meant to provide an
exhaustive list of possible outcomes.


Increased vehicle usage and congestion due to avoidance of public transit: Public transit
ridership has dropped significantly during the pandemic. In contrast, ICBC has observed a
return to pre-pandemic policy growth where customers are bringing their vehicles back on
the road and may elect to use their vehicles over public transit for the next few years. A
recent survey conducted by the Greater Vancouver Board of Trade suggests that close to
50% of respondents consider at least some of the changes in their transportation habits to
be permanent.11 Therefore, there is potential BC could experience an increase in vehicle
usage and greater congestion on the roads once COVID-19 restrictions are eased, leading
to higher crash frequencies.



Increased in-province travel as people avoid travelling internationally and resume (or
increase) normal activities: The Government of British Columbia recently announced BC's
Restart Plan.2 It suggests gradually increasing activity from the current date until September
2021 (tentative), at which point near normality would be achieved. During this period (and
afterwards), an increase in traffic in the province could be observed as people resume their
normal activities, such as:


Travel to concerts, sports events, and other recreational activities.



Taking vacation within the province in the summer by car.



Gradual return to workplaces.

Activity could increase to more than the normal level as people are eager to go back to
normal life after more than a year of restrictions. Moreover, as people continue avoiding
public transit, the increased traffic due to these activities could be higher than pre-pandemic
levels.

1

Greater Vancouver Board of Trade, 2021 Transportation Survey, Accessed on June 1, 2021, PowerPoint
Presentation (boardoftrade.com)
2 Government of British Columbia, BC's Restart: A plan to bring us back together, May 25, 2021, Accessed on June
1, 2021, BC's Restart: A plan to bring us back together - Province of British Columbia (gov.bc.ca)
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2021.2 RR BCOAPO.28.1-2 Reference: ICBC 2021 RRA
BCOAPO IR 7.3 and BCUC IR 22.1.1.1
Topic: BVDC Severity
In the response to BCOAPO IR 7.3, ICBC states that…The BVDC trend rate of 6.3%
includes consideration of the benefits of MD RAAP and would otherwise be higher.
In the response to BCUC IR 22.1.1.1, ICBC states that…The rate change to cover costs
for PY 2021 has incorporated the impact of MD RAAP in the selection of the Basic
Vehicle Damage coverage (BVDC) severity trend. The selected trend considers both the
potential savings from MD RAAP and the potential for future increases in the repair shop
compensation following the completion of a Post Implementation Business Review
(PIBR)…ICBC expected to realize approximately $22 million in savings in BVDC costs
due to MD RAPP over the 23-month PY 2021, which represents +1.8% of the total
forecasted BVDC claim payments. While changes to repair shop compensation affecting
PY 2021 had not been established, an increased was considered to be the most likely
outcome once the PIBR was completed, and the actuaries found it reasonable to assume
that such increases would have a similar offsetting impact of approximately -1.8% to
BVDC claim payments over PY 2021. The forecast for BVDC severity in the rate change to
cover costs therefore includes consideration of both the potential savings from MD
RAAP and the potential for future increases in repair shop compensation following the
completion of the PIBR.
28.1 Please provided the impact on the PY 2021 rate indication as a result of the selected
BVDC trend rate of 6.3% growth per year.
28.2 Please provide the sensitivity of a +/- 1.0% change in the BVDC trend rate growth to
the PY 2021 rate indication.
Response:
The impacts of the selected 6.3% BVDC severity trend as well as the requested sensitivities for
a +/- 1.0% change on the indicated rate change are summarized in Figure 1 below.

As with the sensitivity analysis in the Application, Chapter 3, Figure 3.16, these scenarios are
provided for the purpose of evaluating the sensitivity of the rate indication to each alternative
assumption, while all other assumptions are unchanged. They do not result in an updated rate
indication that accords with accepted actuarial practice.

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.28.1-2 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 2 of 2

Figure 1: Sensitivity Scenario Impacts on the Indicated Rate Change
Line
No.

Scenario Description

Percentage Point (ppt)
Impact on Indicated Rate
Change

(a)

Change BVDC severity trend from 6.3% to 0.0%
(-17% reduction in PY 2021 BVDC severity)

-3.2 ppts

(b)

Change BVDC severity trend from 6.3% to 7.3%
(+3% increase in PY 2021 BVDC severity)

+0.5 ppts

(c)

Change BVDC severity trend from 6.3% to 5.3%
(-3% reduction in PY 2021 BVDC severity)

-0.6 ppts

Please note:


In order to estimate the requested impact of the 6.3% BVDC severity trend rate on the PY
2021 rate indication shown in line (a), ICBC created a sensitivity scenario assuming no
growth in BVDC severity beyond the latest fiscal loss year data (2020). This could then be
compared to the -15% rate indication which is based on the selected BVDC severity trend
rate of 6.3%.



For scenarios (b) and (c) above, ICBC interprets that the change is additive, i.e., the severity
trend in the scenario is calculated as ± 1 ppt change to the severity trends used in the
Application.



The impacts in all scenarios also account for the change in investment income as a result of
higher (or lower) Loss and ALAE.
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2021.2 RR BCOAPO.28.3 Reference: ICBC 2021 RRA
BCOAPO IR 7.3 and BCUC IR 22.1.1.1
Topic: BVDC Severity
Preamble:
In the response to BCOAPO IR 7.3, ICBC states that…The BVDC trend rate of 6.3%
includes consideration of the benefits of MD RAAP and would otherwise be higher.
In the response to BCUC IR 22.1.1.1, ICBC states that…The rate change to cover costs
for PY 2021 has incorporated the impact of MD RAAP in the selection of the Basic
Vehicle Damage coverage (BVDC) severity trend. The selected trend considers both the
potential savings from MD RAAP and the potential for future increases in the repair shop
compensation following the completion of a Post Implementation Business Review
(PIBR)…ICBC expected to realize approximately $22 million in savings in BVDC costs
due to MD RAPP over the 23-month PY 2021, which represents +1.8% of the total
forecasted BVDC claim payments. While changes to repair shop compensation affecting
PY 2021 had not been established, an increased was considered to be the most likely
outcome once the PIBR was completed, and the actuaries found it reasonable to assume
that such increases would have a similar offsetting impact of approximately -1.8% to
BVDC claim payments over PY 2021. The forecast for BVDC severity in the rate change to
cover costs therefore includes consideration of both the potential savings from MD
RAAP and the potential for future increases in repair shop compensation following the
completion of the PIBR.
Please discuss the implications to future premium rate increases of sustained growth in
the BVDC trend rate of 6.3% per year and the level of concern that ICBC has over the
cumulative expected growth in MD severity.
Response:
As indicated in the Application, Chapter 3, Figure 3.14, BVDC claims costs comprise
approximately 26% of the PY 2021 Basic loss and ALAE. The primary driver of the future rate
changes is the ongoing trend in Basic loss and ALAE costs; therefore, the continued growth in
BVDC severity of 6.3% per year is expected to put approximately 1.6 percentage points of
upward pressure on Basic rate changes (26% * 6.3%).

As discussed in the Application, Chapter 3, paragraph 44, escalating BVDC severity is 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. While some of this is outside of ICBC’s control, ICBC has recognized the growth in
material damage costs and in response launched the MD RAAP modernization programs in
early 2020. As indicated in the Application, Chapter 4, Section C.3, these are intended to
improve services provided to customers, increase supplier governance, and control overall MD
claims costs.
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2021.2 RR BCOAPO.29.1 Reference: ICBC 2021 RRA
BCOAPO IR’s 8.1, 8.2, 8.3, 8.4 and 8.5
Topic: MD Modernization Programs
Preamble:
In the response to BCOAPO IR 8.1, ICBC states that…Not all observations from the EY
Target Operating Model were determined to be within the scope of the MD RAAP project.
Elements determined not in scope for MD RAAP are longer term strategies requiring
investment in additional technology, process redesign, and the organization and will be
considered as part of ICBC’s longer term MD strategy.
In the response to BCOAPO IR 8.2, ICBC provides a figure (Figure 1) of the current ICBC
state, future state and industry average related to MD leading practice, with the ICBC
current state being for the most part identified as developing and the ICBC future state
for the most part identified as emerging and being similar to industry average. ICBC does
not identify any MD design elements of its future state as being leading.
In the response to BCOAPO IR 8.3, ICBC states that…The MD strategy will consider rate
affordability and a sustainable supplier ecosystem with a focus on customer experience.
ICBC expects to define a strategy and roadmap by the end of calendar year 2021.
In the response to BCOAPO IR 8.4, ICBC provides two figures (Figure 1 and 2) of the
Collision Program KPI’s and Glass Program KPI’s for repair facilities. The question
requested the KPI’s that ICBC has developed (or is in the process of developing) to
ensure the success of its MD RAAP on an aggregate basis for the Province of BC.
In the response to BCOAPO IR 8.5, ICBC states that…The report demonstrated that over
the last three years, direct costs for collision repair facilities in BC has increased by 2%.
Please explain if the longer-term MD strategy is expected to address all or a majority of
the gaps between ICBC’s current state and the leading practice design elements
identified by EY, many of which ICBC has identified as currently being out of scope of its
current MD modernization efforts.
Response:
As indicated in the response to information request 2021.1 RR BCOAPO.8.1, all of the items
from the EY target operating model report determined not to be within scope are to be
considered when ICBC develops the longer-term MD strategy. As ICBC has not yet completed
the longer-term MD strategy, ICBC cannot comment on what tactics will be implemented and
the sequence of implementation of those tactics. ICBC needs to align, prioritize, and integrate
the MD strategy with the corporate strategy before committing to initiatives identified in the EY
target operating model report.

As indicated in the response to information request 2021.1 RR BCOAPO.8.3, ICBC expects to
define a strategy and roadmap by the end of calendar year 2021.
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2021.2 RR BCOAPO.29.2 Reference: ICBC 2021 RRA
BCOAPO IR’s 8.1, 8.2, 8.3, 8.4 and 8.5
Topic: MD Modernization Programs
Preamble:
In the response to BCOAPO IR 8.1, ICBC states that…Not all observations from the EY
Target Operating Model were determined to be within the scope of the MD RAAP project.
Elements determined not in scope for MD RAAP are longer term strategies requiring
investment in additional technology, process redesign, and the organization and will be
considered as part of ICBC’s longer term MD strategy.
In the response to BCOAPO IR 8.2, ICBC provides a figure (Figure 1) of the current ICBC
state, future state and industry average related to MD leading practice, with the ICBC
current state being for the most part identified as developing and the ICBC future state
for the most part identified as emerging and being similar to industry average. ICBC does
not identify any MD design elements of its future state as being leading.
In the response to BCOAPO IR 8.3, ICBC states that…The MD strategy will consider rate
affordability and a sustainable supplier ecosystem with a focus on customer experience.
ICBC expects to define a strategy and roadmap by the end of calendar year 2021.
In the response to BCOAPO IR 8.4, ICBC provides two figures (Figure 1 and 2) of the
Collision Program KPI’s and Glass Program KPI’s for repair facilities. The question
requested the KPI’s that ICBC has developed (or is in the process of developing) to
ensure the success of its MD RAAP on an aggregate basis for the Province of BC.
In the response to BCOAPO IR 8.5, ICBC states that…The report demonstrated that over
the last three years, direct costs for collision repair facilities in BC has increased by 2%.
Please confirm that the ICBC future state in Figure 1 from the response to BCOAPO IR
8.2 is based on its current MD program only and not the longer-term MD strategy. If not
confirmed, then please explain why ICBC does not expect to develop MD programs over
the long run that reflect leading practices.
Response:
Confirmed.

Figure

1,

referenced

in

the

response

to

information

request

2021.1 RR BCOAPO.8.2, is based on the modernized MD programs for Collision and Glass
implemented in 2020.
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2021.2 RR BCOAPO.29.3 Reference: ICBC 2021 RRA
BCOAPO IR’s 8.1, 8.2, 8.3, 8.4 and 8.5
Topic: MD Modernization Programs
Preamble:
In the response to BCOAPO IR 8.1, ICBC states that…Not all observations from the EY
Target Operating Model were determined to be within the scope of the MD RAAP project.
Elements determined not in scope for MD RAAP are longer term strategies requiring
investment in additional technology, process redesign, and the organization and will be
considered as part of ICBC’s longer term MD strategy.
In the response to BCOAPO IR 8.2, ICBC provides a figure (Figure 1) of the current ICBC
state, future state and industry average related to MD leading practice, with the ICBC
current state being for the most part identified as developing and the ICBC future state
for the most part identified as emerging and being similar to industry average. ICBC does
not identify any MD design elements of its future state as being leading.
In the response to BCOAPO IR 8.3, ICBC states that…The MD strategy will consider rate
affordability and a sustainable supplier ecosystem with a focus on customer experience.
ICBC expects to define a strategy and roadmap by the end of calendar year 2021.
In the response to BCOAPO IR 8.4, ICBC provides two figures (Figure 1 and 2) of the
Collision Program KPI’s and Glass Program KPI’s for repair facilities. The question
requested the KPI’s that ICBC has developed (or is in the process of developing) to
ensure the success of its MD RAAP on an aggregate basis for the Province of BC.
In the response to BCOAPO IR 8.5, ICBC states that…The report demonstrated that over
the last three years, direct costs for collision repair facilities in BC has increased by 2%.
Please elaborate on the longer-term MD strategy considerations of rate affordability,
sustainable supplier ecosystem and focus on customer experience in terms of how these
factors are expected to impact the ultimate strategy.
Response:
Affordability, sustainable supplier ecosystem, and customer experience, as well as other yet to
be defined objectives, will be used by ICBC to evaluate potential tactics to address industry
trends. The process of developing a long-term MD strategy with various tactics will require
ICBC to prioritize and identify trade-offs between tactics.
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2021.2 RR BCOAPO.29.4 Reference: ICBC 2021 RRA
BCOAPO IR’s 8.1, 8.2, 8.3, 8.4 and 8.5
Topic: MD Modernization Programs
Preamble:
In the response to BCOAPO IR 8.1, ICBC states that…Not all observations from the EY
Target Operating Model were determined to be within the scope of the MD RAAP project.
Elements determined not in scope for MD RAAP are longer term strategies requiring
investment in additional technology, process redesign, and the organization and will be
considered as part of ICBC’s longer term MD strategy.
In the response to BCOAPO IR 8.2, ICBC provides a figure (Figure 1) of the current ICBC
state, future state and industry average related to MD leading practice, with the ICBC
current state being for the most part identified as developing and the ICBC future state
for the most part identified as emerging and being similar to industry average. ICBC does
not identify any MD design elements of its future state as being leading.
In the response to BCOAPO IR 8.3, ICBC states that…The MD strategy will consider rate
affordability and a sustainable supplier ecosystem with a focus on customer experience.
ICBC expects to define a strategy and roadmap by the end of calendar year 2021.
In the response to BCOAPO IR 8.4, ICBC provides two figures (Figure 1 and 2) of the
Collision Program KPI’s and Glass Program KPI’s for repair facilities. The question
requested the KPI’s that ICBC has developed (or is in the process of developing) to
ensure the success of its MD RAAP on an aggregate basis for the Province of BC.
In the response to BCOAPO IR 8.5, ICBC states that…The report demonstrated that over
the last three years, direct costs for collision repair facilities in BC has increased by 2%.
Please respond to the original question in BCOAPO IR 8.4, has or will ICBC develop any
internal KPI’s on an aggregate basis for the Province of BC as a whole, that it can use to
monitor its overall performance on MD modernization.
Response:
ICBC has developed internal financial measures of success for MD RAAP along with nonfinancial program objectives that will be used to evaluate the benefits of the modernized MD
programs. Financial measures of success are provided in Figure 1 – Financial Measures of
Success for MD RAAP below.
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Figure 1 – Financial Measures of Success for MD RAAP
Estimate Accuracy
(Collision and Glass)

Reduction in payments to shops that are inconsistent with ICBC
policies and procedures by fiscal year (FY) 2023.
Calculation is based on historical baseline from 2019 Corporate
Audit Services (CAS) Leakage audits and annual CAS leakage
audits.

Labour Creep
(Collision)

Reducing the extent to which repair hours grow over time
unjustifiably (i.e., not due to legitimate increases in the complexity of
repairs) by eliminating our policy that allows shops a 20% tolerance
for judging repair time.
Projected reduction in labour hours by FY 2023. Calculation is
based on average part repair labour hours by vehicle make and
model over time.

Key-to-Key Cycle Time
(Collision)

Reducing key-to-key cycle time by streamlining estimate approval
processes.
Projected reduction in key-to-key cycle time. Calculation is based
on duration of vehicle repair from vehicle drop off to completion of
repair.

Alternative

Incentivizing shops to increase their ATS usage, via performance

Transportation system

measures, diverts some claims to the lower cost ATS and away

(ATS) Utilization

from higher cost rentals.

(Collision)

Projected increase in ATS utilization and reduction in rental days by
FY 2023. Calculation is based on estimates with ATS claimed and
rental duration when ATS is not claims but vehicle rental is claimed.

Volume Shift
(Collision)

On average, shops in tier 1 are more efficient than those in the
middle tier, therefore, influencing repair volume from middle to top
tier generates savings for ICBC.
Projected volume shift to tier 1 repair facilities from tiers 2, 3 and
base repair facilities. Calculation is based on share of estimates
completed by tier 1 repair facilities.
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Repair Ratio
(Glass)
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Increased ratio of windshield repairs to windshield replacements in
line with ICBC repair first philosophy on windshield damages.
Projected increase in windshield repair ratio by FY 2022 off-set by
Glass Benefits Sharing Program. Calculation is based on ratio of
windshield repairs over windshield repairs and windshield
replacements.

NAGS Discount
(Glass)

Projected savings on glass parts replacement by FY 2020.
Calculation is based on savings from increased National Auto Glass
Specifications™ discount from 11% to 25%.

Moulding Policy Change
(Glass)

Projected savings on moulding policy and procedures by FY 2020.
Calculation is based on percentage of claims where billing for
mouldings are allowed by policy and procedure.

Non-financial program objectives, which are discussed below, include improved governance for
external repair facilities; increased internal consistency for ICBC estimators; promotion of safe
and proper repair though minimum standards for repair facility performance, equipment and
training; and increased competition within industry.

The cornerstone of the modernized Collision and Glass repair programs is quality assurance
providing improved governance and consistency for repair facilities through audit functionality
and for internal resources through identification of training and coaching opportunities for ICBC
estimators ensuring internal consistency.

ICBC has implemented minimum equipment requirements for all Collision repair facilities
effective December 31, 2020 and has targeted minimum training requirements for Collision
repair facilities effective December 31, 2021.

In addition ICBC has introduced minimum

performance standards for continued participation in the ICBC Collision and Glass Repair
Network as documented in the Collision and Glass program guide.

Combined: minimum

equipment, training and performance standards are designed to increase the performance of all
repair facilities, and encourage safe and proper repairs to the benefit of industry, ICBC and
consumers.
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The tiering model is designed to identify the top performing repair facilities based on the shop
level Key Performance Indicators (KPIs) as described in the response to information request
2021.1 RR BCOAPO.8.4, and promote those repair facilities to consumers through the
performance based facility locator on icbc.com.

In addition to promotion, the performance

based facility locators are designed to increase consumer understanding of services and
capabilities enabling customer decision making that matches services available to consumer
needs.
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2021.2 RR BCOAPO.29.5
Reference:

ICBC 2021 RRA
BCOAPO IR’s 8.1, 8.2, 8.3, 8.4 and 8.5
Topic: MD Modernization Programs

Preamble:
In the response to BCOAPO IR 8.1, ICBC states that…Not all observations from the EY
Target Operating Model were determined to be within the scope of the MD RAAP project.
Elements determined not in scope for MD RAAP are longer term strategies requiring
investment in additional technology, process redesign, and the organization and will be
considered as part of ICBC’s longer term MD strategy.
In the response to BCOAPO IR 8.2, ICBC provides a figure (Figure 1) of the current ICBC
state, future state and industry average related to MD leading practice, with the ICBC
current state being for the most part identified as developing and the ICBC future state
for the most part identified as emerging and being similar to industry average. ICBC does
not identify any MD design elements of its future state as being leading.
In the response to BCOAPO IR 8.3, ICBC states that…The MD strategy will consider rate
affordability and a sustainable supplier ecosystem with a focus on customer experience.
ICBC expects to define a strategy and roadmap by the end of calendar year 2021.
In the response to BCOAPO IR 8.4, ICBC provides two figures (Figure 1 and 2) of the
Collision Program KPI’s and Glass Program KPI’s for repair facilities. The question
requested the KPI’s that ICBC has developed (or is in the process of developing) to
ensure the success of its MD RAAP on an aggregate basis for the Province of BC.
In the response to BCOAPO IR 8.5, ICBC states that…The report demonstrated that over
the last three years, direct costs for collision repair facilities in BC has increased by 2%.
If direct costs for collision repair facilities are increasing by 2%, please explain the
additional factors that are driving the BVDV severity trend of 6.3% growth, on an annual
basis.
Response:
The 2% figure referenced from the PricewaterhouseCoopers report on PIBR represents a very
different concept from the 6.3% annual severity trend rate for BVDC, and so cannot be directly
compared. Each of these figures are explained further, below.
The PIBR report defines direct costs as a percentage of the collision repair facility’s total
revenue. This percentage has increased from 55.5% in 2017 to 57.5% in 2019, an increment of
two percentage points across a period of three years. This two percentage point increase
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represents the increase of the share of total revenue over this time (i.e., also accounts for the
change in volume), and therefore cannot be directly compared to an annual increase in severity.

Considering the declining claims volume from 2017 to 2019, combined with the stable level of
repair facility total revenue, the two percentage point increase in the direct costs for collision
repair facilities suggests an increase in the average cost to repair a claim of nearly 6% per year,
most of which was passed through to the customer (or insurer). The increase in these costs
likely relates to similar factors that drive the increase in BVDC severity, such as rising costs
associated with more complex technology being utilized in vehicle design on newer vehicles.
For those vehicles that are repairable, more expensive parts and materials are required, as well
as more hours to repair these increasingly complex newer vehicles. This is discussed in the
Application, Chapter 3, Section B.2, paragraph 44.

In addition to the inclusion of non-ICBC claims in the direct costs of repair facilities, other factors
contribute to the BVDC severity that are not part of the costs for repair facilities. This includes
total-loss payments for vehicles that are too expensive to repair, and other payments outside of
repair costs such as for towing and storage of vehicles, as well as the effects of salvage,
subrogation, and claim repayments.
ICBC’s forecast BVDC severity trend is based on an analysis of the historical cost of in-province
vehicle damage claims. These historical costs include the combined effect of the factors noted
above.

Figure 1 below summarizes the historical incurred severities, from the Application,

Chapter 3, Appendix D.3, which are used in the underlying analysis that produced the forecast
BVDC severity trend rate of 6.3%.
Figure 1 – Incurred BVDC Severity
Fiscal Loss Year

Incurred Severity

Year/Year Change

2015/16

$3,205

2016/17

$3,448

7.6%

2017/18

$3,687

6.9%

2018/19

$3,833

3.9%

2019/20

$4,101

7.0%
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2021.2 RR BCOAPO.30.1 Reference: ICBC 2021 RRA
BCOAPO IR 10.2
Topic: Claims Management under Enhanced Care
Preamble:
In the response to BCOAPO IR 10.2, ICBC states…Information regarding an optional
internal claims review process will be made public on May 1, 2021.
Please provide the information with respect to an optional internal claims review process
that was to be made public on May 1, 2021, for the record of this proceeding.
Response:
In making decisions related to the payment of enhanced accident benefits, ICBC will rely on the
medical diagnosis and treatment recommendations by medical personnel including any treating
doctors or therapists or, when appropriate, the external specialists under the Comprehensive
Medical Assessment (CMA) program.

In cases where the medical evidence does not support the funding of a benefit for a crash
occurring after May 1, 2021, ICBC will advise the customer in writing and include the reasons
for the decision. If a customer does not agree with the decision they ultimately have the option
to pursue the dispute through the Civil Resolution Tribunal (CRT).

However, before pursuing the dispute through the CRT, ICBC offers the customer the
opportunity to have their concerns regarding an ICBC decision reviewed in accordance with the
principles noted in the “Filing A Dispute” section on icbc.com.

Decisions regarding the

administrative funding under Enhanced Accident Benefits fall within this dispute mechanism. To
begin the dispute process, the customer is first asked to speak with their claims representative
to review the specific decision and, if still not satisfied, they are guided to request a review of the
decision with the manager of their assigned support and recovery specialist.

If the claims manager reviews the claim and upholds the original decision, customers who
remain dissatisfied can have their concerns referred directly to ICBC’s Fair Practices Office for a
further review.

If the review through the Fair Practice Office offers no change in the decision the customer will
be provided with written reasons and counselled on how to proceed with their dispute should
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In addition to suggesting utilizing mechanisms like the CRT, the

customer will also be advised that they have the opportunity to have the matter reviewed again
if there is new and relevant information that should be considered.
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2021.2 RR BCOAPO.31.1 Reference: ICBC 2021 RRA
BCUC IR 24.5 and BCOAPO IR 12.4
Topic: Independent Broker Role in Enhanced Care
Preamble:
In the response to BCUC IR 24.5, ICBC states…Basic insurance fees have not changed
since 2017, which has been possible because of changes made in the Optional portion
of the renumeration package. This year, ICBC determined a change to the Basic
insurance portion of the renumeration package was overdue and necessary.
In the response to BCOAPO IR 12.4, ICBC states…For online renewals, brokers will
continue to review all coverage selections and assess risk for each customer and every
policy processed online. If a review, raises concerns, brokers will contact the customer
to discuss their online coverage choices…
Please elaborate on the changes to the Optional portion of the broker renumeration
package and why these changes justify an 8% increase in broker fees in 2021.
Response:
ICBC’s Optional insurance business is conducted in the competitive marketplace, which is not
subject to BCUC regulation. As such, ICBC does not include details about Optional insurance
remuneration in revenue requirements applications.
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2021.2 RR BCOAPO.31.2
Reference:

ICBC 2021 RRA
BCUC IR 24.5 and BCOAPO IR 12.4
Topic: Independent Broker Role in Enhanced Care

Preamble:
In the response to BCUC IR 24.5, ICBC states…Basic insurance fees have not changed
since 2017, which has been possible because of changes made in the Optional portion
of the renumeration package. This year, ICBC determined a change to the Basic
insurance portion of the renumeration package was overdue and necessary.
In the response to BCOAPO IR 12.4, ICBC states…For online renewals, brokers will
continue to review all coverage selections and assess risk for each customer and every
policy processed online. If a review, raises concerns, brokers will contact the customer
to discuss their online coverage choices…
Please provide examples of when brokers will contact a customer as a result of a
concern with respect to an online renewal.
Response:
The design of how online renewals will work is still being developed in consultation with broker
representatives. While brokers will be required to review all policies processed online, specific
examples of when a broker will contact a customer are not available until after the online model
is finalized.
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2021.2 RR BCOAPO.32.1 Reference: ICBC 2021 RRA
BCUC IR 33.6 and 37.3 and BCOAPO IR’s 13.1 and 13.2
Topic: ICBC Investment Strategy and ALM Analysis
Preamble:
In the response to BCUC IR 33.6, ICBC states…ICBC expects to recommend changes to
the SIPP to ICBC’s Board of Directors in April of 2021 which will reflect the changes to
the risk tolerance due to the implementation of ECC.
In the response to BCUC IR 37.3, ICBC provides a table that compares the results of the
currently approved BCUC formula for the New Money Rate with the ICBC proposed
formula for PY 2019, which indicates 5.16% for the former and 3.99% for the latter, for a
difference of -1.17%. A similar comparison for PY 2021 that was provided in the
Application (Figure 5.5), indicates rates of 3.59% and 3.68% respectively, for a difference
of +0.09%.
In the response to BCOAPO IR 13.1, ICBC states…With the introduction of the Enhanced
Care model, ICBC accelerated the cycle and has just recently completed an ALM study.
The results of the study have been used to inform the new strategic asset mix and
transition schedule to be included in the next revision of the Statement of Investment
Policy and Procedures which is being presented to the Board of Directors for approval at
the end of April. Key findings of the study were: …The overall expected outcome is
higher long-term returns but with potentially higher short-term volatility.
In the response to BCOAPO IR 13.2, ICBC states…ICBC has given consideration to
separating the investment portfolio for its insurance operations into separate portfolios
for its Basic and Optional Business. However, it was determined to be more efficient to
operate an integrated portfolio…A portfolio supporting the Basic insurance business
consisting entirely of fixed income investments would be expected to provide a lower
return. A diversified portfolio providing higher returns is preferable to assist in
maintaining lower Basic insurance rates.
Please provide the revised SIPP that was approved by ICBC’s Board of Directors in April
of 2021, outline the changes in risk tolerance due to the implementation of ECC, and
discuss the implications of the revised SIPP in terms of the PY 2021 rate indication.
Response:
A copy of the revised SIPP is provided as Attachment A – Statement of Investment Policy and
Procedures.

The revised SIPP includes an updated Risk Tolerance Statement that is aligned with the
changes to ICBC’s Statement of Investment Beliefs and reflects the shift in the asset-liability
management strategy away from a more strict “matching” concept toward the broader role
played by the total portfolio asset mix to meet claims obligations and generate investment
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returns. The Risk Tolerance Statement includes a requirement that the portfolio maintain a
Liquidity Coverage Ratio, a calculation produced by BCI’s Investment Risk team for its clients,
of at least 1.5x under a stressed financial market or claims liability scenario. The primary
benefit of the revised Risk Tolerance Statement is that it focuses on a pertinent key risk factor
for the ICBC Investment Fund over the coming years, as excess liquidity is strategically reduced
to enhance investment returns and ICBC experiences negative operational cash flows during
the transition to the Enhanced Care model as legacy claims are settled.

The revised SIPP contains an updated Strategic Asset Mix. The transition to the new asset mix
will be gradual and is expected to take seven to eight years to complete. Minimal changes to
the asset mix are expected during the period covered by the current rate filing as the portfolio
focus is to address payment of claims of which the majority are legacy claims. The impact of
transitioning to the new asset mix will be to increase the New Money Rate (NMR) over time.
Based on a steady transition and holding all other assumptions equal as at the time of the
Application, the NMR for PY 2021 would be approximately 4.12% as illustrated in the table
below. However, this only represents an approximate impact, and would not be appropriate to
use in a PY 2021 rate indication analysis, given the following caveats:


There is substantial uncertainty as to the asset class weightings during the transition
period due to the uncertainty around the timing of funding allocations to the more illiquid
asset classes.



The new asset mix formally acknowledges the use of leverage in the portfolio. The
impact of leverage is captured in the calculation via the increase in the individual asset
class weightings totaling 110%, however the cost of the leverage has not been factored
into this approximation as leverage was not included in the original approved formula.



Although ICBC has included the Diversification & Rebalancing Premium in this
approximation, this premium assumes a stable, fully funded portfolio subject to regular
rebalancing over an extended investment period. During a transition between asset
mixes, the full impact of the Diversification & Rebalancing Premium may be reduced.
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(%)

Formula for Asset Yield

Forecast
Yield
(%)

Weighted
Yield
(%)

(2)

(1)x(2)

(1)

1
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Fixed Income1

72

BCI 15-year weighted average total return forecast
on ICBC fixed income assets

2.05

1.49

Equity

28

BCI 15-year weighted average total return forecast
on ICBC equity assets

6.25

1.72

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

3.87

Diversification & Rebalancing Premium

0.25

New Money Rate for the 2021 Policy Year

4.12

Fixed Income is the weighted sum for the Fixed Income – Liquidity and Fixed Income – Credit components of the
new Strategic asset mix.

The NMR used in the Application was based on the approved SIPP at that time.

Future

revenue requirement applications will incorporate changes to the calculation of the NMR to
include the new Strategic Asset Mix and transition, which will have greater impact and clarity as
the transition to the new asset mix progresses. Proposals may also be made for the NMR to
incorporate the cost of leverage or a transitional level of diversification and rebalancing
premium.

As shown in the sensitivity analysis in the Application, Chapter 3, Figure 3.16, 1 ppt increase in
PY 2021 NMR would have -2.6 ppts impact on PY 2021 indicated rate change.
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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 December 31, 2020, ICBC’s liabilities were profiled as follows:
Liabilities ($000)

Duration in Years

Basic

12,761,237

2.71

Optional

6,920,747

3.23

Total

19,681,984

2.88

ICBC maintains one investment portfolio for both Basic and Optional insurance
businesses for the purposes of operational efficiency and prudence. Like other insurers,
ICBC’s liabilities are subject to inflation risk and can be sensitive to price increases. ICBC
can also have significant cash needs due to volatility of claims payments. However, the
relative predictability and volume of premium cash flows considerably reduce ICBC’s cash
flow risks.
Enhanced Care Insurance
The implementation of Enhanced Care Coverage Basic insurance is expected to result in
a longer average duration profile for Basic claims liabilities and less volatility in ICBC’s
operational cash requirements. This transition of ICBC’s corporate liability profile is
expected to occur gradually, over multiple years, as legacy tort claims are settled and
Enhanced Care liabilities are incurred. During this transition period, ICBC is expected to
experience significant negative operational cash flows due to the payout of legacy claims
settlements requiring liquidity from the ICBC Investment Fund.
ICBC Risk Tolerance Statement
The Risk Tolerance Statement formalizes the Board of Director’s tolerance for risk related
to its investment portfolio. The statement below helps to specify how ICBC Management,
British Columbia Investment Management Corporation (“BCI”) and the Board of Directors
will monitor the ICBC Investment Fund to ensure it remains within an acceptable level of
risk.
ICBC Statement of Investment Policy and Procedures – April 22, 2021
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“ICBC’s prime investment objective is to maintain sufficient assets and liquidity to meet
insurance claims obligations while delivering an investment return within prudent
investment parameters. In accordance with this objective, the investment portfolio should
hold sufficient liquid assets to withstand a stressed financial market or insurance claims
environment by maintaining a Liquidity Coverage Ratio of at least 1.5x under either
scenario. If the portfolio’s Liquidity Coverage Ratio falls below 1.5x there will be an
immediate reassessment of the investment portfolio’s strategic asset mix. Otherwise, the
investment portfolio will be managed in accordance with the Statement of Investment
Policy and Procedures.”
The Liquidity Coverage Ratio will be reported to the Investment Committee by BCI in the
Investment Risk Report.
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.
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, while ICBC maintains one investment
portfolio for the purposes of operational efficiency and prudence, these limits shall be
adhered to in respect of the Optional insurance business for the purposes of determining
actuarial discount rates and setting insurance rates. Accordingly, the strategic asset mix
weighting for the Basic- and Optional-backing assets are provided in Appendix A.
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
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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, 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:

3.

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.

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;
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4.

f)

monitors the activity of external investment managers (including ICBC’s
legacy external investment managers) and reports on 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.

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
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dispositions and subsequent reinvestment of those assets and the
termination of legacy external investment managers; and
g)
5.

ensures adequate cash flows to meet the Corporation’s payment
obligations.

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

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.
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6.

Custodian
The custodian has the following responsibilities:

5

a)

fulfills all their duties as outlined in their service agreement; and

b)

fulfills the regular duties of a custodian as required by law.

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; and

b.

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:

6

c.

with respect to BCI and its officers and employees shall be governed by BCI’s
Code of Ethics & Professional Conduct; and

d.

with respect to external managers retained by BCI shall be governed by the CFA
Institute’s Code of Ethics and Standards of Professional Conduct.

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 broad fixed income
category includes all interest-bearing instruments, but for the purposes of risk monitoring
has been categorized into two sub-groups as liquidity and credit. Liquid fixed income
includes money market instruments and highly liquid bonds, while fixed income credit
includes corporate bonds, private debt and mortgages. The equity category includes
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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.
The strategic asset mix is determined in consideration of liquidity, risk constraints, and
cash flows in order to meet the long-term investment objectives of the Fund.
Leverage is used to satisfy the ICBC receivables program. The level of leverage in the
strategic asset mix is approximately the historical value of the ICBC payment plan
receivable.
Asset Class

Strategic Mix

Fixed Income Assets

55%

Money Market

2%

Government Bonds

25%

Corporate Bonds

12%

Private Debt

10%

Mortgages

6%

Equity Assets

25%

Global Equity

13%

Emerging Markets Equity

2%

Private Equity

10%

Real Assets

30%

Real Estate

15%

Infrastructure

15%

Sub Total

110%

Portfolio Leverage

-10%

Total Portfolio

100%

Tactical Asset Mix
The tactical asset mix focuses on short-term asset allocations that attempt to increase
investment return or manage risk 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.
ICBC recognizes the difficulty in fully funding the long-term allocations in illiquid asset
classes. As a temporary measure, the Strategic Asset Mix will track the mandate at a given
time and will adjust each year until such time as the fully funded long-term mandates are
ICBC Statement of Investment Policy and Procedures – April 22, 2021
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achieved. The Asset Mix Transition Schedule, showing intended interim asset allocation
targets, is shown in Appendix A and should be reviewed annually as implementation
progresses, and adjusted as required.
Tactical ranges applicable during the transition mix will be reviewed and updated annually.
Benchmark weights shall be set in alignment with funded allocations in respect of the
illiquid asset classes, up to the long-term strategic mix targets. Over or under allocations
to these asset classes – and the associated benchmark weights – will be invested by
BCI in accordance with BCI’s internal proxy asset guidelines.
Due to the significant asset mix transitions effective May 1, 2021, benchmark weights will
be set to actual portfolio allocations for a maximum transitional period of five months. The
allocation may temporarily be outside of the policy range during the transitional period.
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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.
Tactical Asset Mix - May 1, 2021 to March 31, 2022
Asset Class

Tactical
Minimum

Tactical
Maximum

Fixed Income - Liquidity

46.0%

50.0%

58.0%

Money Market

0.0%

5.0%

10.0%

Short Bonds (segregated)

41.0%

45.0%

53.0%

-

-

-

Fixed Income - Credit

17.0%

20.0%

23.0%

Corporate Bonds

7.5%

9.5%

11.5%

Private Debt

0.0%

0.5%

2.5%

Mortgages 1

6.0%

10.0%

13.0%

Equity Assets

22.0%

30.0%

33.0%

Canadian Equity

2.0%

4.0%

6.0%

Global Equity

15.5%

23.5%

27.5%

Emerging Markets Equity

0.0%

2.0%

4.0%

Private Equity

0.0%

0.5%

2.5%

Real Assets

5.0%

10.0%

14.0%

Real Estate

4.0%

8.0%

12.0%

Infrastructure

0.0%

2.0%

5.0%

Sub Total

100%

110%

115%

0%

-10%

-15%

100%

100%

100%

Government Bonds

Portfolio Leverage
Total Portfolio

•

1

Strategic Target

Investment risk guidelines within each asset class are set out in the definitions of
eligible investments.

Mortgages asset class includes Mezzanine Debt.
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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

SUB –
CATERGORIES

BENCHMARK

Fixed Income – Liquidity
CAD

FTSE Canada 91-day T-Bill
Index

USD

Secured Overnight Financing
Rate (SOFR)

Short Bonds

FTSE Canada Short term
Overall Bond Index

Legacy Mid
Bonds
Investments

FTSE Canada Mid term
Overall Bond Index

Money Market

Short Bonds

Government
Bonds

FTSE Canada All
Government Bond Index

Fixed Income – Credit

Corporate
Bonds

50 per cent Investment
Grade:
Bank of America Merrill Lynch
US Corporate Index (CAD
Hedged)
Plus
50 per cent High Yield:
Bank of America Merrill Lynch
BB-B US Cash Pay High Yield
Constrained Index (CAD
Hedged)

ICBC Statement of Investment Policy and Procedures – April 22, 2021

Page 12

S&P/LSTA U.S. Leveraged
Loan 100 Index (CAD
Hedged)

Private Debt

Mortgages

BCI Program

ICE Bank of America Merrill
Lynch 1-3 Year Canada + 270
bps

Legacy Fixed
Term Investments

FTSE Canada Short Term
Bond Index + 100 basis points

Legacy
Mezzanine
Investments

ICE BAML 1-3 Year U.S.
Corporate/Government Index
+ 200 basis points (hedged to
CAD)

Large Cap

S&P/TSX Capped Composite
Index

Legacy Small Cap
Investments

S&P/TSX Small Cap Index

Large Cap

MSCI World Ex-Canada Net
Index

Legacy Small Cap
Investments

MSCI World Small Cap Net
Index

Equities
Canadian
Equities

Global Equities

Emerging
Markets Equities

MSCI Emerging Markets Net
Index

Private Equity

MSCI All Country World Net
Index plus 200 basis points

Real Assets
Real Estate

Infrastructure

BCI Program

6.8% Nominal

Legacy
Investments

Canadian CPI + 4.25%

6.3% Nominal

The excess return objective for Short Bonds is 10 basis points. All other excess return
objectives are as per BCI’s pooled fund policies.
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For performance measurement purposes, the benchmark proportion within asset
classes will be set to actual to account for the legacy investments.
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

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., BCImanaged assets and ICBC’s legacy assets).
ICBC Statement of Investment Policy and Procedures – April 22, 2021
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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, is less expensive than active
management and facilitates allocation changes (e.g., rebalancing and transitions).
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
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.
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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

FINANCING INSTRUMENTS
BCI may transact in repurchase agreements (repos) and repos are an approved
instrument for financing. Leverage will be used in accordance with the strategic asset mix
set out in section 6 of the Statement.
For clarity, BCI will not combine the liability portfolio with the asset portfolio for purposes
of asset allocation, accounting, performance and risk measurement.
Benchmark(s) for liabilities: Realized cost of financing.
BCI will report on the realized cost of financing.
Leverage may be employed within pooled funds as consistent with BCI’s pooled fund
policies.
The Fund’s use of leverage may result in commitments for which the Fund could retain
liability even upon withdrawal, within pooled funds as consistent with BCI’s pooled fund
policies.

11.2

FIXED INCOME
The broad fixed income category includes all interest-bearing instruments. Liquid fixed
income includes Money Market, Short Bonds and Government Bonds while fixed income
credit includes Corporate Bonds, Private Debt, and Mortgages.
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11.3

LIQUID
11.3 A 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 B. All non-government guaranteed issuers will
be subject to the same due diligence process that is applied to credit in the bond portfolio.
Money market investments may include both Canadian and US dollar denominated
securities. 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.
11.3 B SHORT 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 illiquid private debt securities. Private debt securities are not
publicly traded and are not normally rated by an industry recognized rating agency. For
private debt that is managed by a legacy external investment manager, 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.
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Diversification
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 corporate 2 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 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 plus or minus 20% of
the benchmark index duration.
Related Securities
Coupons, residuals, and synthetic securities will fall under the category and guidelines of
the underlying security.
CREDIT
11.3 C CORPORATE BONDS
Corporate bonds will include fixed income securities invested primarily in corporate
investment grade and high yield bonds issued in the United States and Canada.
Corporate bond investments will be made through BCI’s pooled funds.

2 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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11.3 D MORTGAGES
It is recognized that ICBC’s direct mortgage loans will be liquidated over time and that no
additional direct mortgage investments will be made.
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.
For clarity, the BCI Mortgage program will consist of a broad range of mortgage products,
diversified by geographic location, type of mortgage, size of mortgage, and type of real
estate. It may include direct mortgage loans and mortgage instruments (e.g., mortgage
bonds) as well as real estate loans, real estate-related debt and equity investments, and
equity interest in QuadReal. No debt will be assumed or created if, as a result, the
Leverage Ratio would exceed 40% of the gross asset value of the Mortgage Program.
The Mortgages asset class includes 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.).
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. Mezzanine debt is included in the BCI
ICBC Statement of Investment Policy and Procedures – April 22, 2021
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mortgage program. Any new mezzanine debt investments will be through BCI pooled
funds.
11.3 E PRIVATE DEBT
Private Debt is broadly defined as less liquid debt provided primarily to non-public
companies. ICBC can invest in private debt (i.e., illiquid private debt securities), in
accordance with the strategic asset mix set out in section 6 of the Statement. Private debt
securities are not publicly traded and are not normally rated by an industry recognized
rating agency. Investments may be made directly by BCI or indirectly through external
managers. Any new private debt investments will be through BCI pooled funds.
11.4

EQUITIES
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.
Private equity investments will typically consist of long-term debt or equity investments
that are made primarily outside of the public market. These are long-term commitments
made on behalf of the Fund.
Investments in private equity are permitted within the policy limits set forth in Section 6 of
the Statement. Investments may be made directly by BCI or indirectly through external
managers.
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 public equity holdings to securities listed on major
exchanges. No more than 20% of the public equity portfolio will be invested in companies
with market capitalization of less than $100 million.

11.5

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 outside of BCI’s real estate pooled funds.
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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 including an equity interest in QuadReal and/or externally managed openor closed-end pooled funds.
Legacy 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
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 legacy real estate investment portfolio, the services to be performed are provided
in the ASA.
11.6

INFRASTRUCTURE AND RENEWABLE RESOURCES
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. Renewable resources
investments will typically consist of timberland, farmland and energy production assets
such as wind and solar.
Infrastructure and renewable resource investments will be made through BCI 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.
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11.7

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.

12

VOTING RIGHTS
The Board of Directors 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
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14

the loans meet the terms and conditions of ICBC’s external manager’s Securities
Lending Programs.

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.

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 Fund’s long-term strategic asset
mix. It will be reviewed and updated annually in alignment with the anticipated pacing of the portfolio’s investments in the illiquid asset classes
(i.e., private debt, mortgages & mezzanine debt, private equity, real estate and infrastructure).
Asset Class

May 1 2021

Apr 1, 2022

Apr 1, 2023

Apr 1, 2024

Apr 1, 2025

Apr 1, 2026

Apr 1, 2027

Apr 1, 2028

Fixed Income - Liquidity

50%

47%

45%

41%

36%

33%

30%

27%

Money Market

5%

5%

5%

5%

2%

2%

2%

2%

Short Bonds (segregated) 1

45%

42%

40%

33%

26%

15%

3%

-

-

-

-

3%

8%

16%

25%

25%

Fixed Income - Credit

20%

21%

21%

22%

24%

26%

28%

28%

Corporate Bonds

9.5%

12%

12%

12%

12%

12%

12%

12%

Private Debt

0.5%

1%

2%

4%

6%

8%

10%

10%

Mortgages 2

10%

8%

7%

6%

6%

6%

6%

6%

Equity Assets

30%

30%

30%

30%

30%

28%

26%

25%

Canadian Equity

4%

-

-

-

-

-

-

-

23.5%

27%

26%

24%

22%

18%

14%

13%

2%

2%

2%

2%

2%

2%

2%

2%

Private Equity

0.5%

1%

2%

4%

6%

8%

10%

10%

Real Assets

10%

12%

14%

17%

20%

23%

26%

30%

Real Estate

8%

9%

10%

11%

12%

13%

14%

15%

Infrastructure

2%

3%

4%

6%

8%

10%

12%

15%

Sub Total

110%

110%

110%

110%

110%

110%

110%

110%

Portfolio Leverage

-10%

-10%

-10%

-10%

-10%

-10%

-10%

-10%

Total Portfolio

100%

100%

100%

100%

100%

100%

100%

100%

Government Bonds

Global Equity
Emerging Markets Equity

1 ICBC’s Canadian Bond portfolio (“Short Bonds”) includes federal and provincial government bonds as well as investment grade corporate bonds. Investment grade
corporate bonds in the Short Bond portfolio are not included in the Liquidity Coverage Ratio calculation as saleable liquid assets.
2 Mortgages asset class includes Mezzanine Debt.
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BCI will trade as close to the transition date as prudent while being mindful of operational considerations such as, but not limited to, market
liquidity, trading costs and client fairness. In the event that BCI elects to deviate from the formal transition dates, BCI will disclose such
deviations and the practical effect on the Fund’s investment portfolio as part of its regular reporting activities.
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Basic Insurance and Optional Insurance
ICBC’s Optional insurance business is subject to limitations on its holdings of Private Debt, Equity and Real Estate investments. As such,
the following asset mixes should be used for the purpose of determining ICBC’s discount rate and pricing of Basic and Optional insurance.
Asset Class

Basic Insurance
May 1, 2021

Optional Insurance

Apr 1, 2022

May 1, 2021

Apr 1, 2022

Fixed Income - Liquidity

49%

46%

54%

51%

Money Market

5%

5%

5%

5%

44%

41%

49%

46%

Fixed Income - Credit

19%

20%

21%

22%

Corporate Bonds

9.0%

11%

10%

13%

Private Debt

0.5%

1%

0.5%

1%

Mortgages 4

9.5%

8%

10.5%

8%

Equity Assets

32%

32%

25%

25%

Canadian Equity

4%

-

3%

-

Global Equity

25%

29%

20%

22%

Emerging Markets Equity

2%

2%

2%

2%

Private Equity

1%

1%

0%

1%

Real Assets

10%

12%

10%

12%

Real Estate

8%

9%

8%

9%

Infrastructure

2%

3%

2%

3%

Sub Total

110%

110%

110%

110%

Portfolio Leverage

-10%

-10%

-10%

-10%

Total Portfolio

100%

100%

100%

100%

Short Bonds

(segregated) 3

3 ICBC’s Canadian Bond portfolio (“Short Bonds”) includes federal and provincial government bonds as well as investment grade corporate bonds. Investment grade
corporate bonds in the Short Bond portfolio are not included in the Liquidity Coverage Ratio calculation as saleable liquid assets.
4 Mortgages asset class includes Mezzanine Debt.
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APPENDIX B – PARTICIPATING BCI POOLED FUNDS
Asset Class

Money Market

Mortgages

Pooled Fund

Benchmark

Managers

Opening
Frequency

Canadian Money
Market Fund (ST1)

Canadian Overnight
Repo Rate Average
(CORRA)

BCI

Any business
day

Canadian Money
Market Fund (ST2)

FTSE Canada 91
Day T-Bill Index

BCI

Any business
day

US Dollar Money
Market Fund (ST3)

Secured Overnight
Financing Rate
(SOFR)

BCI

Any business
day

BCI Quadreal
Mortgage Program

ICE BAML 1-3 Year
Canada
Government Index
+ 270 bps

Quadreal +
External
Manager

First business
day of each
year*

BCI +
External
Managers

First business
day of each
year*

50% BAML U.S.
Corporate Index
(CAD Hedged)
Corporate Bonds

Corporate Bond
Fund

Private Debt

Principal Credit
Fund

S&P/LSTA U.S.
Leveraged Loan
100 Index

BCI +
External
Managers

First business
day of each
year*

Indexed Canadian
Equity Fund

S&P / TSX
Composite Index

BCI

Weekly

Active Canadian
Equity Fund

S&P / TSX Capped
Composite Index

BCI +
External
Managers

Weekly

Indexed Global
Equity Fund

MSCI World exCanada 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

Canadian Equity

Global Equity

Emerging
Market Equity

50% BAML BB-B
U.S. Cash Pay High
Yield Constrained
Index (CAD
Hedged)
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Private Equity

Private Equity
Vintage Funds
(2021)

PE Fund
investments:
Morgan Stanley
Capital International
(MSCI) All Country
World Net Index
plus 200 basis
points
Direct/Coinvestments: CoC
based on the
LTCMA Review =
8.3%

BCI +
External
Managers

As required

Real Estate

Realpool Program

Cost of Capital of
6.8% (nominal)

External
Manager*

First business
day of each
year*

Infrastructure

Infrastructure &
Renewable
Resources Program

Cost of Capital of
6.3% (nominal)

BCI +
External
Managers

Semiannually
(January,
July)

* Special openings throughout the year as required.
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BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.32.2 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 2

2021.2 RR BCOAPO.32.2 Reference: ICBC 2021 RRA
BCUC IR 33.6 and 37.3 and BCOAPO IR’s 13.1 and 13.2
Topic: ICBC Investment Strategy and ALM Analysis
Preamble:
In the response to BCUC IR 33.6, ICBC states…ICBC expects to recommend changes to
the SIPP to ICBC’s Board of Directors in April of 2021 which will reflect the changes to
the risk tolerance due to the implementation of ECC.
In the response to BCUC IR 37.3, ICBC provides a table that compares the results of the
currently approved BCUC formula for the New Money Rate with the ICBC proposed
formula for PY 2019, which indicates 5.16% for the former and 3.99% for the latter, for a
difference of -1.17%. A similar comparison for PY 2021 that was provided in the
Application (Figure 5.5), indicates rates of 3.59% and 3.68% respectively, for a difference
of +0.09%.
In the response to BCOAPO IR 13.1, ICBC states…With the introduction of the Enhanced
Care model, ICBC accelerated the cycle and has just recently completed an ALM study.
The results of the study have been used to inform the new strategic asset mix and
transition schedule to be included in the next revision of the Statement of Investment
Policy and Procedures which is being presented to the Board of Directors for approval at
the end of April. Key findings of the study were: …The overall expected outcome is
higher long-term returns but with potentially higher short-term volatility.
In the response to BCOAPO IR 13.2, ICBC states…ICBC has given consideration to
separating the investment portfolio for its insurance operations into separate portfolios
for its Basic and Optional Business. However, it was determined to be more efficient to
operate an integrated portfolio…A portfolio supporting the Basic insurance business
consisting entirely of fixed income investments would be expected to provide a lower
return. A diversified portfolio providing higher returns is preferable to assist in
maintaining lower Basic insurance rates.
Please provide further explanations as to why the differential between the BCUC
approved and the ICBC proposed New Money Rate formula is much more significant
when applied to the PY 2019 as compared to the PY 2021. Please also discuss the
potential and implications for future rate setting of such a large differential as is
indicated for the PY 2019.
Response:
The proposed New Money Rate formula uses a 15-year capital market forecast as the duration
of the investment portfolio is expected to be longer with Enhanced Care, whereas the New
Money Rate from the currently approved formula is based on short-term bank forecast rates for
the following year. Short-term interest rates are more volatile and subject to the current interest
rate environment; thus, can change significantly between policy years (i.e., leading to larger
impacts on the Basic rate indication). This is evident when comparing the New Money Rate

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.32.2 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
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using the currently approved formula as stated in the Application, Chapter 5, Figure 5.5 for
PY 2019 and PY 2021 with calculated rates of 5.16% and 3.59% respectively.

Under the

proposed New Money Rate formula, the long-term forecast would demonstrate less volatility for
future rate setting and more accurately reflect ICBC’s investment portfolio and longer duration.
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2021.2 RR BCOAPO.32.3 Reference: ICBC 2021 RRA
BCUC IR 33.6 and 37.3 and BCOAPO IR’s 13.1 and 13.2
Topic: ICBC Investment Strategy and ALM Analysis
Preamble:
In the response to BCUC IR 33.6, ICBC states…ICBC expects to recommend changes to
the SIPP to ICBC’s Board of Directors in April of 2021 which will reflect the changes to
the risk tolerance due to the implementation of ECC.
In the response to BCUC IR 37.3, ICBC provides a table that compares the results of the
currently approved BCUC formula for the New Money Rate with the ICBC proposed
formula for PY 2019, which indicates 5.16% for the former and 3.99% for the latter, for a
difference of -1.17%. A similar comparison for PY 2021 that was provided in the
Application (Figure 5.5), indicates rates of 3.59% and 3.68% respectively, for a difference
of +0.09%.
In the response to BCOAPO IR 13.1, ICBC states…With the introduction of the Enhanced
Care model, ICBC accelerated the cycle and has just recently completed an ALM study.
The results of the study have been used to inform the new strategic asset mix and
transition schedule to be included in the next revision of the Statement of Investment
Policy and Procedures which is being presented to the Board of Directors for approval at
the end of April. Key findings of the study were: …The overall expected outcome is
higher long-term returns but with potentially higher short-term volatility.
In the response to BCOAPO IR 13.2, ICBC states…ICBC has given consideration to
separating the investment portfolio for its insurance operations into separate portfolios
for its Basic and Optional Business. However, it was determined to be more efficient to
operate an integrated portfolio…A portfolio supporting the Basic insurance business
consisting entirely of fixed income investments would be expected to provide a lower
return. A diversified portfolio providing higher returns is preferable to assist in
maintaining lower Basic insurance rates.
Please provide a copy of the recently completed ALM study for the record of this
proceeding.
Response:
ICBC retained BCI to undertake the ALM study, and BCI presented it to ICBC in the form of a
presentation slide deck. BCI has indicated that it will not consent to ICBC filing the ALM study
presentation deck itself in this BCUC proceeding. BCI has indicated that the presentation is
confidential and that disclosing the presentation could reveal information that is commercially
sensitive to BCI, including BCI’s strategies and approach to asset allocation recommendations.
In addition, BCI has indicated that the presentation deck on its own does not provide a complete
picture of the ALM study, and may lead to improper conclusions being drawn. However, the key
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findings from the study are outlined in the response to information request 2021.1 RR
BCOAPO.13.1.

For clarity, the ALM study was not used as a basis for the rate approval that ICBC is seeking.
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2021.2 RR BCOAPO.32.4 Reference: ICBC 2021 RRA
BCUC IR 33.6 and 37.3 and BCOAPO IR’s 13.1 and 13.2
Topic: ICBC Investment Strategy and ALM Analysis
Preamble:
In the response to BCUC IR 33.6, ICBC states…ICBC expects to recommend changes to
the SIPP to ICBC’s Board of Directors in April of 2021 which will reflect the changes to
the risk tolerance due to the implementation of ECC.
In the response to BCUC IR 37.3, ICBC provides a table that compares the results of the
currently approved BCUC formula for the New Money Rate with the ICBC proposed
formula for PY 2019, which indicates 5.16% for the former and 3.99% for the latter, for a
difference of -1.17%. A similar comparison for PY 2021 that was provided in the
Application (Figure 5.5), indicates rates of 3.59% and 3.68% respectively, for a difference
of +0.09%.
In the response to BCOAPO IR 13.1, ICBC states…With the introduction of the Enhanced
Care model, ICBC accelerated the cycle and has just recently completed an ALM study.
The results of the study have been used to inform the new strategic asset mix and
transition schedule to be included in the next revision of the Statement of Investment
Policy and Procedures which is being presented to the Board of Directors for approval at
the end of April. Key findings of the study were: …The overall expected outcome is
higher long-term returns but with potentially higher short-term volatility.
In the response to BCOAPO IR 13.2, ICBC states…ICBC has given consideration to
separating the investment portfolio for its insurance operations into separate portfolios
for its Basic and Optional Business. However, it was determined to be more efficient to
operate an integrated portfolio…A portfolio supporting the Basic insurance business
consisting entirely of fixed income investments would be expected to provide a lower
return. A diversified portfolio providing higher returns is preferable to assist in
maintaining lower Basic insurance rates.
Please confirm that a diversified portfolio providing higher returns may assist in
maintaining lower Basic insurance rates, but that these higher returns increase the risk
of higher financial volatility, which can in turn translate into higher rate volatility for
customers. If not confirmed, please explain in relation to the overall expected outcome of
the recent ALM study of higher returns but with potentially higher volatility.
Response:
A portfolio providing higher returns does have an increased risk of short-term volatility; however,
Basic insurance rates are set based on long-term capital market assumptions and as such are
only minimally impacted by short-term volatility in returns.
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That said, with a gradual move toward a greater allocation to less liquid, private market assets,
future observed volatility is expected to be lower than public market investments which would
offset, to some extent, the increased risk of volatility noted in the preamble to this information
request.

BC Pensioners' and Seniors' Organization
Information Request No. 2021.2 RR BCOAPO.32.5 Dated 27 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 1

2021.2 RR BCOAPO.32.5 Reference: ICBC 2021 RRA
BCUC IR 33.6 and 37.3 and BCOAPO IR’s 13.1 and 13.2
Topic: ICBC Investment Strategy and ALM Analysis
Preamble:
In the response to BCUC IR 33.6, ICBC states…ICBC expects to recommend changes to
the SIPP to ICBC’s Board of Directors in April of 2021 which will reflect the changes to
the risk tolerance due to the implementation of ECC.
In the response to BCUC IR 37.3, ICBC provides a table that compares the results of the
currently approved BCUC formula for the New Money Rate with the ICBC proposed
formula for PY 2019, which indicates 5.16% for the former and 3.99% for the latter, for a
difference of -1.17%. A similar comparison for PY 2021 that was provided in the
Application (Figure 5.5), indicates rates of 3.59% and 3.68% respectively, for a difference
of +0.09%.
In the response to BCOAPO IR 13.1, ICBC states…With the introduction of the Enhanced
Care model, ICBC accelerated the cycle and has just recently completed an ALM study.
The results of the study have been used to inform the new strategic asset mix and
transition schedule to be included in the next revision of the Statement of Investment
Policy and Procedures which is being presented to the Board of Directors for approval at
the end of April. Key findings of the study were: …The overall expected outcome is
higher long-term returns but with potentially higher short-term volatility.
In the response to BCOAPO IR 13.2, ICBC states…ICBC has given consideration to
separating the investment portfolio for its insurance operations into separate portfolios
for its Basic and Optional Business. However, it was determined to be more efficient to
operate an integrated portfolio…A portfolio supporting the Basic insurance business
consisting entirely of fixed income investments would be expected to provide a lower
return. A diversified portfolio providing higher returns is preferable to assist in
maintaining lower Basic insurance rates.
Please explain how rate stability/volatility has been factored into ICBC’s policy decision
to maintain an integrated investment portfolio for Basic and Optional lines of business.
Response:
Rate stability for both the Basic and Optional business lines is one of several factors considered
when constructing the ICBC investment portfolio. Splitting the portfolio into separate Basic and
Optional sub-portfolios would not, in and of itself, have an impact on rate stability. However,
portfolios constructed with asset classes deemed most suitable to each business line would
potentially exhibit greater asset class concentration (i.e., less diversification) than the broader,
integrated ICBC portfolio. In general, greater diversification in an investment portfolio will tend
to reduce volatility.

Maintaining an integrated portfolio allows for the benefits of greater

diversification to extend across both lines of business.
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2021.2 RR BCOAPO.33.1 Reference: ICBC 2021 RRA
BCOAPO IR 14.1
Topic: Benchmarking of BCI Forecasts
Preamble:
In the response to BCOAPO IR 14.1, ICBC provided Attachment A that contains the most
recent benchmarking of BCI’s 2020 assumptions based on information as at December
31, 2019 and stated…We have included an estimate of the annualized return for a
portfolio similar to ICBC’s strategic asset allocation with compares the BCI expected
returns for various asset classes with the expected returns from a peer group of
companies…The key takeaway is that BCI’s long-term capital market expectation for
such a portfolio is consistent with the peer group and would rank at the 53rd percentile
compared to its peers.
Please confirm the ranking at the 53rd percentile is appropriately interpreted as BCI’s
forecasts tend to be around the median when compared to the forecasts of its peers. If
not confirmed, please elaborate on the appropriate interpretation of the analysis
provided in Attachment A of BCOAPO IR 14.1.
Response:
Yes, the 53rd percentile ranking of the BCI long-term capital market expectations is correctly
interpreted, as the BCI forecasts tend to be around the median of the peer group forecasts.
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2021.2 RR BCOAPO.33.2 Reference: ICBC 2021 RRA
BCOAPO IR 14.1
Topic: Benchmarking of BCI Forecasts
Preamble:
In the response to BCOAPO IR 14.1, ICBC provided Attachment A that contains the most
recent benchmarking of BCI’s 2020 assumptions based on information as at December
31, 2019 and stated…We have included an estimate of the annualized return for a
portfolio similar to ICBC’s strategic asset allocation with compares the BCI expected
returns for various asset classes with the expected returns from a peer group of
companies…The key takeaway is that BCI’s long-term capital market expectation for
such a portfolio is consistent with the peer group and would rank at the 53rd percentile
compared to its peers.
Please explain if ICBC has reviewed any analysis with respect to the historical accuracy
of BCI’s forecast and if so, please provide a summary of the results of this analysis.
Response:
While ICBC has not reviewed any analysis regarding the historical accuracy of BCI’s forecast, it
is confident that the forecast is appropriate for ICBC’s use as the BCI’s forecast is generally
consistent with those provided by industry peers.
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2021.2 RR BCOAPO.34.1 Reference: ICBC 2021 RRA
BCOAPO IR’s 15.1 and 15.2
Timing of BCI Forecasts for Rate Setting Purposes
Preamble:
In the response to BCOAPO IR’s 15.1 and 15.2, ICBC states…ICBC is not concerned that
BCI’s forecasts will be outdated from a rate-setting perspective…2020 was an
exceptional year due to the financial effects of the COVID-19 pandemic. Interest rates
fell sharply, which resulted in BCI updating its forecasts based on March 31, 2020
information. Financial markets then recovered faster than anticipated which led to
another update to BCI’s forecasts for certain asset classes based on June 30, 2020
information.
Please explain the timing of the production of BCI’s investment return forecasts in a
typical year, which will now be utilized in preparing ICBC’s revenue requirement
applications.
Response:
BCI develops long-term capital market expectations annually, which are available in March each
year and are based on data from the December prior. The capital market forecast expectations
are long-term in nature with 2020 being an exceptional year due to the financial effects of
COVID-19. ICBC does not anticipate that updates during the year will be a regular occurrence.
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2021.2 RR BCOAPO.34.2 Reference: ICBC 2021 RRA
BCOAPO IR’s 15.1 and 15.2
Timing of BCI Forecasts for Rate Setting Purposes
Preamble:
In the response to BCOAPO IR’s 15.1 and 15.2, ICBC states…ICBC is not concerned that
BCI’s forecasts will be outdated from a rate-setting perspective…2020 was an
exceptional year due to the financial effects of the COVID-19 pandemic. Interest rates
fell sharply, which resulted in BCI updating its forecasts based on March 31, 2020
information. Financial markets then recovered faster than anticipated which led to
another update to BCI’s forecasts for certain asset classes based on June 30, 2020
information.
Please explain the historic timing of the production of ICBC’s investment return
forecasts that were utilized in preparing its revenue requirement applications, before the
outsourcing to BCI.
Response:
Historically, ICBC used the latest available quarterly bank forecast rates and ICBC’s investment
returns in preparing revenue requirements applications.

For example, the 2021 Revenue

Requirements Application was filed December 15, 2020 and ICBC used the bank forecast rates
and investment returns as at September 30, 2020. For the proposed formula for the Yield on
Basic Equity, ICBC would still use the latest available quarterly investment returns, except the
equity yield will be based on BCI’s long-term capital market assumption for equities. Under the
current formula for the New Money Rate calculation, the latest quarter end bank forecast rates
for the following year would be used. In the proposed formula, BCI’s long-term capital market
assumptions will be used instead of the bank forecast rates. BCI prepares its long-term capital
market assumptions annually in March based on December information from the prior year.
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2021.2 RR BCOAPO.35.1 Reference: ICBC 2021 RRA
BCOAPO IR’s 16.2, 16.3 and 19.1
Operating Expense Guidelines and Productivity Assumptions

Preamble:
In the response to BCOAPO IR 16.2, ICBC states…Corporate Stretch: The corporate
stretch is unspecified cost savings required to meet the controllable operating expense
budget targets, where details of cost savings are not yet determined at the time the
budget is established. All divisions are challenged to seek additional cost reduction
opportunities during the year in the form of corporate stretch.
In the response to BCOAPO IR 16.3, ICBC states…ICBC’s senior management conducts
a thorough review of operating costs and identify all areas where costs could be reduced
or spending managed to keep costs within inflation and reduce the impact on the
actuarial rate indication. As shown in the response to information request 2021.1 RR
BCUC 2.4, operating expenses (claims services expenses and general expenses
including RSLM) is a favorable net 1.3 percentage point impact on the rate change to
cover costs.
Attachment A in the response to BCOAPO IR 19.1 indicates that total corporate operating
expenses are forecast to increase by $99 million or 12.5% in 2021/22.
Please provide the total amount of corporate stretch included in the operating expense
forecasts for 2021/22, 2022/23 and 2023/24, as well as the percentage of total operating
expenses that the corporate stretch represents.
Response:
As shown in Figure 1 below, the forecasts for 2021/22, 2022/23, and 2023/24 each include a
$10 million corporate stretch, which represents approximately 1% of Total Corporate Operating
Expenses in each year.
Figure 1 – Corporate Stretch to Total Corporate Operating Expenses
2020/21
Outlook

2021/22
Forecast

2022/23
Forecast

2023/24
Forecast

Corporate Stretch

$10

$10

$10

$10

Total Corporate Operating Expenses1

$792

$891

$899

$912

% Corporate Stretch to Total Corporate
Operating Expenses

1.2%

1.1%

1.1%

1.1%

($ Millions)

1 Figure

6.3, 2021 RRA Chapter 6, page 6-11.
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2021.2 RR BCOAPO.35.2 Reference: ICBC 2021 RRA
BCOAPO IR’s 16.2, 16.3 and 19.1
Operating Expense Guidelines and Productivity Assumptions

Preamble:
In the response to BCOAPO IR 16.2, ICBC states…Corporate Stretch: The corporate
stretch is unspecified cost savings required to meet the controllable operating expense
budget targets, where details of cost savings are not yet determined at the time the
budget is established. All divisions are challenged to seek additional cost reduction
opportunities during the year in the form of corporate stretch.
In the response to BCOAPO IR 16.3, ICBC states…ICBC’s senior management conducts a
thorough review of operating costs and identify all areas where costs could be reduced
or spending managed to keep costs within inflation and reduce the impact on the
actuarial rate indication. As shown in the response to information request 2021.1 RR
BCUC 2.4, operating expenses (claims services expenses and general expenses
including RSLM) is a favorable net 1.3 percentage point impact on the rate change to
cover costs.
Attachment A in the response to BCOAPO IR 19.1 indicates that total corporate operating
expenses are forecast to increase by $99 million or 12.5% in 2021/22.
Please a narrative explanation on how operating expenses that are forecast to increase
by 12.5% in 2021/22 (according to the response to BCOAPO IR 19.1) can result in a net
favorable 1.3% impact to the PY 2021 rate indication (according to the response to BCUC
IR 2.4).
Response:
The operating expenses used to calculate the PY 2021 rate indication are expenses projected
to be incurred in fiscal years 2021/22 and beyond to service policies and claims related to the
policies written in PY 2021. Therefore, an increase in fiscal year 2021/22 expenses will only
partially contribute to the overall PY 2021 impact. The following explains how expenses will be
impacted over the next few years.

Compared to prior policy years, expenses required in PY 2021 are expected to be lower under
the Enhanced Care model, particularly since litigation for crashes occurring in BC is largely
eliminated under the Enhanced Care model, which will significantly reduce the number of bodily
injury claims under the tort model and the corresponding costs for injury adjusting and legal staff
required to service these claims. In addition to costs arising from new claims related to PY 2021
from May 1, 2021 onward, the costs for tort claims must continue to be paid in fiscal year
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2021/22 and beyond as many claims remain outstanding under the tort models. But it is only
the costs related to claims and new policies under Enhanced Care which impact the PY 2021
rate indication, not all costs paid in fiscal year 2021/22.

Claims service costs are expected to be higher in fiscal year 2021/22 as staff are being trained
and gaining experience on the new product, while still servicing the tort claims. The $99 million
or 12.5% increase in fiscal year 2021/22 compared to fiscal year 2020/21 is heavily influenced
by the increase of $58 million in pension and post-retirement benefit expense described in the
Application, Chapter 6, paragraph 8. It is also a consequence of the lower fiscal year 2020/21
expenses due to the COVID-19 pandemic, and an increase in claims that is anticipated as traffic
volume returns to levels that existed prior to the pandemic.

The higher claims service costs seen in the initial fiscal year are expected to go down in the
following two fiscal years as experience is gained under the new operating model, and from
efficiency gains as the number of Enhanced Care claims increases over time. Despite the
higher initial costs, overall expenses are expected to be lower under the Enhanced Care model
for PY 2021 than in prior policy years.
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2021.2 RR BCOAPO.36.1-2
Reference: ICBC 2021 RRA
BCUC IR 46.2
Topic: Allocation Methodology Review
Preamble:
In the response to BCUC IR 46.2, ICBC provides a table of its preliminary views on the
directional impact on the cost allocation to Basic Insurance as a result of the move to the
Enhanced Care model by allocation function, indicating that four of the functions may
see a decrease, one of the functions may see an increase and two of the functions may
be similar.
36.1 Please explain if based on ICBC’s preliminary views as outlined in the response to
BCUC IR 46.2, it is expected that Basic Insurance will experience a net decrease in the
costs allocated through the cost allocation methodology under Enhanced Care.
36.2 Please provide a sensitivity that estimates the impact on Basic Insurance 2021/22
operating costs and the PY 2021 rate indication, of each 1.0% change in the allocation of
costs between Basic and Optional Insurance.
Response:
ICBC expects that the transition to Enhanced Care will result in a small increase, not a
decrease, in the allocation to Basic insurance. As indicated in the response to information
request 2021.1 RR BCUC.46.2, the assessment is preliminary. ICBC anticipates that it will take
at least two to three years for the data under the Enhanced Care model to develop in order to
conclude whether the allocation between Basic insurance and Optional insurance will be
realized as expected.

With the implementation of Enhanced Care on May 1, 2021, newly opened injury claims from
that point on will mainly be for the provision of Enhanced Accident Benefits (EAB). Expenses
for injury adjusting and legal staff handling and defending claims under the tort-based system
will be reduced as these claims settle and wind down over time.

The slight increase in the allocation to Basic insurance results primarily as expenses to handle
EAB claims will be allocated 100% to Basic insurance, whereas 95% to 100% of the expense
for injury adjusting and in-house legal staff under the tort-based systems are allocated to Basic
insurance. Thus, the transition to Enhanced Care model results in only a small increase in the
allocation of claims services expense (ULAE) to Basic insurance.
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For each 1% change in the allocation of Total Corporate Operating Expenses between Basic
insurance and Optional insurance:


The impact on Basic insurance is $9 million.



The impact on the PY 2021 rate indication is 0.2 percentage points, including the change
in PY 2021 general expenses (spanning FY 2021/22 to FY 2023/24, as shown in the
Application, Chapter 3, Appendix H.1) and the change in PY 2021 claims services
expense.
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2021.2 RR BCOAPO.37.1 Reference: ICBC 2021 RRA,
BCUC IR’s 55.2 and 53.3 and BCOAPO IR 19.3
Topic: Operating Expenses by Expense Category
Preamble:
In the response to BCUC IR 53.3, ICBC states…The current Collective Agreement expires
on June 30, 2022. Thereafter, wage increases for July 1, 2022 through March 31, 2023
(2022/2023) and 2023/24 are not available. They will be determined based on the
mandate provided by the BC Public Sector Employers’ Council Secretariat, which
oversees the province’s labour relations and total compensation strategy across the
broader public sector, and negotiations with MoveUp.
In the response to BCOAPO IR 19.3 ICBC states…General wage increases (merit
adjustments) for bargaining Unit employees of 2% were negotiated for each year under
the 2019-2022 Collective Agreement…For Bargaining Unit employees, individual length
of service adjustments are provided annually upon the employee’s automatic
progression from one salary step to the next and do not qualify as merit adjustments;
therefore these values are not included in the general wage increase numbers reported.
In the response to BCUC IR 55.2, ICBC provides a table of average FTE’s by division for
2019/20 actual to 2023/24 forecast, which indicates that total FTE’s are forecast to
increase by 401 in 2021/22.
Please provide ICBC’s assumptions (percentage and dollars) with respect to general
wage increases that are contained in the 2021/22, 2022/23 and 2023/24 operating expense
forecasts, for both bargaining unit and non-bargaining unit employees.
Response:
ICBC notes that commercially sensitive information provided in this response has been
redacted. The confidential information, if made public, could result in economic harm to ICBC
by impacting ICBC's negotiations on future collective agreements with the union.

The

unredacted version of the response to this information request has been filed confidentially with
the BCUC. ICBC can provide the unredacted version to those interveners who would not be in
a position of conflict to receive the information upon signing of an undertaking of confidentiality.

General wage increases (merit adjustments) for Bargaining Unit employees of 2% were
negotiated for each year under the 2019-2022 Collective Agreement. The current Collective
Agreement expires on June 30, 2022.
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The wage increases for July 1, 2022 through March 31, 2023 (2022/2023), and 2023/24 will be
determined based on the mandate provided by the BC Public Sector Employers’ Council
Secretariat.

In the absence of a new negotiated agreement with MoveUP, xxxxxxxxxxxxxxxxxxxxxxxxx
xxxxxxxxxxxxxxxxxxxxxx for Bargaining Unit employees for purposes of preparing the forecasts
for FY 2021/22, 2022/23 and 2023/24,xxxxxxxxxxxxxxxxxxxxxxXxxxxxxxxxxxxxxxx.

ICBC assumed a 2% annual increase in Management and Confidential salaries in the
FY 2021/22, 2022/23 and 2023/24 forecasts.

Figure 1 below shows the provision for wage increases for Bargaining Unit and Management
and Confidential employees that were included in the 2021/22 to 2023/24 operating expense
forecasts.

Figure 1 – Provision for Wage Increases - 2021/22 to 2023/24 Forecasts
Provision for Wage Increase
(in $Millions)

FY 2021/22
Forecast

FY 2022/23
Forecast

FY 2023/24
Forecast

Bargaining Unit

X.X

X.X

X.X

Management and Confidential

X.X

X.X

X.X

Total

X.X

X.X

X.X
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2021.2 RR BCOAPO.37.2 Reference: ICBC 2021 RRA,
BCUC IR’s 55.2 and 53.3 and BCOAPO IR 19.3
Topic: Operating Expenses by Expense Category
Preamble:
In the response to BCUC IR 53.3, ICBC states…The current Collective Agreement expires
on June 30, 2022. Thereafter, wage increases for July 1, 2022 through March 31, 2023
(2022/2023) and 2023/24 are not available. They will be determined based on the
mandate provided by the BC Public Sector Employers’ Council Secretariat, which
oversees the province’s labour relations and total compensation strategy across the
broader public sector, and negotiations with MoveUp.
In the response to BCOAPO IR 19.3 ICBC states…General wage increases (merit
adjustments) for bargaining Unit employees of 2% were negotiated for each year under
the 2019-2022 Collective Agreement…For Bargaining Unit employees, individual length
of service adjustments are provided annually upon the employee’s automatic
progression from one salary step to the next and do not qualify as merit adjustments;
therefore these values are not included in the general wage increase numbers reported.
In the response to BCUC IR 55.2, ICBC provides a table of average FTE’s by division for
2019/20 actual to 2023/24 forecast, which indicates that total FTE’s are forecast to
increase by 401 in 2021/22.
Please provide ICBC’s assumptions (percentage and dollars) with respect to individual
length of service adjustments and merit increases that are contained in the 2021/22,
2022/23 and 2023/24 operating expense forecasts, for both bargaining unit and nonbargaining unit employees.
Response:
Commercially sensitive information provided in this response, which if made public could result
in economic harm to ICBC (e.g., impact ICBC's negotiations on future collective agreements
with the union), has been redacted. The unredacted version of the response to this information
request has been filed confidentially with the BCUC. ICBC can provide the unredacted version
to those interveners who would not be in a position of conflict to receive the information upon
signing of an undertaking of confidentiality.

For bargaining unit employees, individual length of service adjustments are provided based on
employees’ progression from one salary step to the next and do not qualify as merit
adjustments; therefore, these values are not included in the general wage increase (merit
adjustments)

numbers

2021.2 RR BCOAPO.37.1.

reported

in

the

response

to

information

request
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Individual length of service adjustments for bargaining unit employees were negotiated under
the 2019-2022 Collective Agreement.
June 30, 2022.

The current Collective Agreement expires on

The individual length of service adjustments for July 1, 2022 through

March 31, 2023 (2022/2023), and 2023/24 will be determined based on the mandate provided
by the BC Public Sector Employers’ Council Secretariat.

Based on historical trends, a provision for individual length of service adjustments for bargaining
unit employees, equivalent to approximately x.xx of bargaining unit salaries, was included in the
forecasts for 2021/22, 2022/23 and 2023/24.
Figure 1- Bargaining Unit Length of Service Adjustments
($millions)
Length of Service Adjustments

2021/22
Forecast

2022/23
Forecast

2023/24
Forecast

x.x

x.x

x.x

There is no provision for non-bargaining unit employees as this employee group does not have
length of service adjustments.
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2021.2 RR BCOAPO.37.3
Reference:

ICBC 2021 RRA,
BCUC IR’s 55.2 and 53.3 and BCOAPO IR 19.3
Topic: Operating Expenses by Expense Category

Preamble:
In the response to BCUC IR 53.3, ICBC states…The current Collective Agreement expires
on June 30, 2022. Thereafter, wage increases for July 1, 2022 through March 31, 2023
(2022/2023) and 2023/24 are not available. They will be determined based on the
mandate provided by the BC Public Sector Employers’ Council Secretariat, which
oversees the province’s labour relations and total compensation strategy across the
broader public sector, and negotiations with MoveUp.
In the response to BCOAPO IR 19.3 ICBC states…General wage increases (merit
adjustments) for bargaining Unit employees of 2% were negotiated for each year under
the 2019-2022 Collective Agreement…For Bargaining Unit employees, individual length
of service adjustments are provided annually upon the employee’s automatic
progression from one salary step to the next and do not qualify as merit adjustments;
therefore these values are not included in the general wage increase numbers reported.
In the response to BCUC IR 55.2, ICBC provides a table of average FTE’s by division for
2019/20 actual to 2023/24 forecast, which indicates that total FTE’s are forecast to
increase by 401 in 2021/22.
Please refile the table of average FTE’s contained in the response to BCUC IR 55.2 that
adds columns to specify the year over change (FTE’s and percentage) for each of the
divisions over the period from 2019/20 actual to 2023/24 forecast, as well as a column
that the provides the cumulative average growth rate in FTE’s for each division over the
five-year period. Please also provide explanations for the changes
over the five-year period.
Response:
The table of Average FTEs by Division in the response to information request 2021.1 RR
BCUC.55.2 has been updated as requested to show the year over year change in FTEs over
the period 2019/20 actual to 2023/24 forecast, as well as the cumulative average growth rate in
FTEs over the five-year period. Please see the table in Attachment A – Average FTEs by
Division FY 2019/20 Actual to FY 2023/24 Forecast.

Total ICBC FTEs are expected to increase, on average year over year, by 0.6% between the
2019/20 actual to 2023/24 forecast. The changes over the five-year period are as follows:
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Claims Injury and Legal Services: FTEs in Claims Injury and Legal Services are
expected to decrease by 1.9%, on average year over year, between 2019/20 actual to
2023/24 forecast. The temporary increase in FTEs in 2021/22 forecast compared to the
2020/21 outlook is primarily to support the transition to the Enhanced Care model.
These additional staffing requirements 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 the new Enhanced Care model.



Claims Customer and Material Damage Services: FTEs are expected to remain
consistent over the five-year period, except in 2020/21 when FTEs were lower due to
lower claims volumes resulting from the COVID-19 pandemic. In 2021/22, staffing is
expected to increase with a resumption of recruitment to support the increase in claims
as traffic volume returns to pre-pandemic levels.

Staffing is forecasted to remain

consistent for future years.


Public Affairs and Driver Licensing: FTEs are expected to increase by 3.9%, on average
year over year, between 2019/20 actual to 2023/24 forecast. The increase is reflected
primarily in 2020/21 related to Driver Licensing business operations to support net new
services including a new call centre, and to address the backlog of driver knowledge and
road tests that resulted after these services were temporarily suspended at the onset of
the COVID-19 pandemic. Other increases relate to filling of vacancies and some new
positions.



Other Divisions: Staffing is expected to increase in 2021/22 in Information Services,
Finance, and Corporate Affairs mainly due to:
o

Employees returning from the ACE and RAAP projects, as well as to fill existing
vacancies. As discussed in the Application, these resources are not reflected in
average FTEs in the 2020/21 outlook because their costs are charged to Optional
insurance. Upon their return from these projects in 2021/22, these employees are
expected to return to similar work they were performing prior to both RAAP and
ACE, or fill new roles created to support the implementation of Enhanced Care. For
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more details, please refer to the response to information request 2021.2 RR
BCUC.83.2-3.
o

Other increases include positions in Finance to support capabilities around data
analytics, data governance and reserving analysis, and for HR recruitment
specialists to support projected hiring volumes and training to help in the transition
to Enhanced Care.

ICBC’s Information Request Response

2021.2 RR BCOAPO.37.3 – Attachment A –
Average FTEs by Division FY 2019/20 Actual
to FY 2023/24 Forecast

Insurance Corporation of British Columbia
June 16, 2021

2021.2 RR BCOAPO.37.3 – Attachment A – Average FTEs by Division FY 2019/20 Actual to FY 2023/24 Forecast
Average FTEs1
by Division2

CAGR3
since
2019/20

2019/20
Actual

2020/21
Outlook

Δ

%Δ

2021/22
Forecast

Δ

%Δ

2022/23
Forecast

Δ

%Δ

2023/24
Forecast

Δ

%Δ

(A)

(B)

(B vs A)

(B vs A)

(C)

(C vs B)

(C vs B)

(D)

(D vs C)

(D vs C)

(E)

(E vs D)

(E vs D)

1,497

1,541

44

2.9%

1,670

128

8.3%

1,493

(177)

(10.6%)

1,387

(105)

(7.1%)

(1.9%)

1,757

1,591

(166)

(9.4%)

1,749

158

9.9%

1,762

13

0.8%

1,771

9

0.5%

0.2%

Insurance

487

467

(20)

(4.2%)

467

1

0.1%

487

19

4.1%

489

2

0.5%

0.1%

Public Affairs and
Driver Licensing

669

747

78

11.6%

750

3

0.4%

763

13

1.7%

779

16

2.1%

3.9%

Information
Services

569

527

(43)

(7.5%)

600

74

14.0%

643

43

7.2%

643

-

0.0%

3.1%

Finance

254

250

(4)

(1.5%)

269

19

7.7%

272

3

1.1%

272

-

0.0%

1.8%

Corporate Affairs

214

213

(0)

(0.1%)

232

19

8.7%

235

3

1.3%

235

-

0.0%

2.4%

Executive

14

13

(1)

(4.0%)

13

-

0.0%

13

-

0.0%

13

-

0.0%

(1.0%)

5,461

5,349

(112)

(2.0%)

5,750

401

7.5%

5,668

(82)

(1.4%)

5,590

(78)

(1.4%)

0.6%

Claims Injury and
Legal Services
Claims Customer
and Material
Damage Services

Total ICBC FTEs
1 Average

(E vs A)

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 and percentages. Δ denotes change in FTEs. % Δ denotes change in percent. CAGR denotes Cumulative Average Growth Rate.
3 CAGR – Cumulative Annual Growth Rate.
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2021.2 RR BCOAPO.37.4
Reference:

ICBC 2021 RRA,
BCUC IR’s 55.2 and 53.3 and BCOAPO IR 19.3
Topic: Operating Expenses by Expense Category

Preamble:
In the response to BCUC IR 53.3, ICBC states…The current Collective Agreement expires
on June 30, 2022. Thereafter, wage increases for July 1, 2022 through March 31, 2023
(2022/2023) and 2023/24 are not available. They will be determined based on the
mandate provided by the BC Public Sector Employers’ Council Secretariat, which
oversees the province’s labour relations and total compensation strategy across the
broader public sector, and negotiations with MoveUp.
In the response to BCOAPO IR 19.3 ICBC states…General wage increases (merit
adjustments) for bargaining Unit employees of 2% were negotiated for each year under
the 2019-2022 Collective Agreement…For Bargaining Unit employees, individual length
of service adjustments are provided annually upon the employee’s automatic
progression from one salary step to the next and do not qualify as merit adjustments;
therefore these values are not included in the general wage increase numbers reported.
In the response to BCUC IR 55.2, ICBC provides a table of average FTE’s by division for
2019/20 actual to 2023/24 forecast, which indicates that total FTE’s are forecast to
increase by 401 in 2021/22.
Please provide a breakdown of the forecast 401 increase in FTE’s in 2021/22 between the
replacement of vacancies and new positions by the divisions listed in the response to
BCUC IR 55.2.
Response:
Figure 1 below shows the forecast 401 increase in FTEs in FY2021/22 broken down between
FTEs returning from the Autoplan Care Enhancements (ACE) and Rate Affordability Action Plan
(RAAP) projects, replacement of vacancies, and new positions by division.
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Figure 1 – Increase in Average FTEs in 2021/22 Forecast vs 2020/21 Outlook
Increase in Average FTEs - Details
Average FTEs1
by Division2

2021/22
Forecast

Increase in
Average
FTEs

FTEs
FTEs
Replacement
New
Returning Returning
of Vacancies Positions
from ACE from RAAP

Claims Injury and
Legal Services

1,541

1,670

128

6

-

-

122

Claims Customer
and Material
Damage Services

1,591

1,749

158

6

-

134

17

Insurance

467

467

1

4

-

(3) 3

-

Public Affairs and
Driver Licensing

747

750

3

-

-

-

3

Information
Services

527

600

74

54

5

15

-

Finance

250

269

19

2

-

3

15

Corporate Affairs

213

232

19

11

-

4

4

13

13

-

-

-

-

-

5,349

5,750

401

84

5

152

160

Executive
Total ICBC FTEs
1

2020/21
Outlook

Average FTEs represents the sum of the number of FTEs measured at each month of the year, divided by the number
of months in the fiscal year. It represents an average over a period of time, rather than at a point in time.
2 Rounding may affect totals.
3 Represents reduction in FTEs across various areas in Insurance division.
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2021.2 RR BCOAPO.38.1
Reference:

ICBC 2021 RRA
BCUC IR’s 57.4 and 57.5 and BCOAPO IR 20.1
Topic: Pension and Post-Retirement Benefit Expense Volatility

Preamble:
In the response to BCUC IR 57.4, ICBC provided information on the factors that
contributed to a 1.20% decrease in the pension discount rate in 2021/22 and in the
response to BCUC IR 57.5, ICBC provided information on the factors that contributed to
the forecast net pension deficit at March 31, 2021.
Information request BCOAPO IR 20.1 requested if ICBC considered any options or
methods to minimize the volatility of Pension and Post Retirement expenses for ratesetting purposes. In the response to this IR, ICBC’s actuary indicated that…ICBC reports
its pension and post-retirement benefits expense by applying International Financial
Reporting Standards (IFRS). IFRS does not allow for any smoothing mechanism.
Please provide sensitivities that estimate the impact of a 1.0% change in the pension
discount rate on (a) forecast pension expense for 2021/22 and the PY 2021 rate indication
and (b) forecast pension deficit and MCT ratio calculation at March 31, 2022.
Response:
(a)
ICBC’s external pension actuary, Aon, provided the sensitivity of a 1.0 ppt change in pension
discount rate on FY 2021/22 pension and post-retirement benefits expense forecast as follows:

Based on the estimates prepared for the rate application, a decrease in the pension discount
rate of 1 ppt (from 2.7% to 1.7%) would increase the forecast pension and post-retirement
benefits expense for 2021/22 by $44M.

The Basic portion of the $44 million pension and post-retirement benefits expense is $31 million,
out of which $17 million is allocated to claims services costs.

The change in pension and post-retirement benefits expense impacts the PY 2021 rate
indication through a higher general expense, and a lower FY 2021/22 Basic equity (as explained
in (b) below). Assuming the same changes continue until FY 2023/24, the impact to PY 2021
rate indication is in the range of +0.6 ppt to +1.1 ppts, where:
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The upper bound includes the full fiscal year ULAE impact.
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The annualized PY 2021 ULAE is lower than FY 2021/22 claims service costs due to anticipated
reduction in staff level required for Enhanced Care claims. The increase in pension and postretirement benefits expense from a lower pension discount rate is expected to have a smaller
impact on annualized PY 2021 ULAE than on FY 2021/22 claims services costs. Therefore, the
upper bound assumption is an overstatement of PY 2021 rate impact. Please see the response
to information request 2021.1 RR BCOAPO.17.1, which explains the difference between fiscal
year claims services costs and policy year ULAE.

(b)

A 1 ppt decrease in the rate to discount the pension liability results in an estimated decrease in
Basic Capital Available of $455 million because the re-measurement of the pension and postretirement benefits shown in the table in the response to information request 2021.1 RR
BCUC.2.3 (line (8)) would be lower by this value. The impact to the Basic MCT ratio for fiscal
2021/22 is a reduction of approximately 27 ppts.

Please note, the Q2 financial forecast already reflects a significant discount rate reduction, as
shown in the table in response to information request 2021.1 RR BCUC.2.3, Outlook Year
Ended March 31, 2021, line 8.
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2021.2 RR BCOAPO.38.2 Reference: ICBC 2021 RRA
BCUC IR’s 57.4 and 57.5 and BCOAPO IR 20.1
Topic: Pension and Post-Retirement Benefit Expense Volatility
Preamble:
In the response to BCUC IR 57.4, ICBC provided information on the factors that
contributed to a 1.20% decrease in the pension discount rate in 2021/22 and in the
response to BCUC IR 57.5, ICBC provided information on the factors that contributed to
the forecast net pension deficit at March 31, 2021.
Information request BCOAPO IR 20.1 requested if ICBC considered any options or
methods to minimize the volatility of Pension and Post Retirement expenses for ratesetting purposes. In the response to this IR, ICBC’s actuary indicated that…ICBC reports
its pension and post-retirement benefits expense by applying International Financial
Reporting Standards (IFRS). IFRS does not allow for any smoothing mechanism.
Please provide ICBC’s perspectives on whether or not BCUC rate-setting must strictly
adhere to IFRS and explain if ICBC considered any options or methods to minimize the
volatility of Pension and Post Retirement expenses for rate-setting purposes.
Response:
International Financial Reporting Standards (IFRS) governs accounting and financial statement
reporting but does not apply to ICBC’s rate setting process.
However, ICBC’s rate setting process uses inputs from its financial forecast, such as the
expense forecast including pension and post-retirement benefits expense. IFRS does apply to
the expense forecast including pension and post-retirement benefits expense used for financial
reporting. Therefore, to ensure consistency between the financial forecast and rate setting,
ICBC has not considered other methods to minimize the volatility of pension and post-retirement
benefit expense.
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2021.2 RR BCOAPO.39.1 Reference: ICBC 2021 RRA
BCUC IR 58.2, BCOAPO IR’s 21.4, 21.7 and 22.1 and RM IR 1.3
Compliance Reporting, Performance Measurement and Targets for 2020/21 to 2022/23
Preamble:
In the response to BCUC IR 58.2, ICBC states…The corporate performance measures
related to the corporate strategic goal of “To Make Insurance Affordable” will be
published in the 2021/22 – 2023/24 Service Plan. This will be published when the
Government releases its budget on April 20, 2021.
In the response to BCOAPO IR 21.4, ICBC provides a table (Figure 1) that compares and
contrasts the existing and proposed BCUC performance measures with the performance
measures contained in ICBC’s 2020/21 – 2022/23 Service Plan and indicates that this
service plan does not include measures to monitor financial stability (which are
contained in Figure 2 of this IR).
In the response to BCOAPO IR 21.7, ICBC states…It is ICBC’s intent to propose
additional amendments to the BCUC performance measures for closer alignment to the
Service Plan. ICBC plans to file its proposals in the 2023 Revenue Requirements
Application in December 2022.
In the response to BCOAPO IR 22.1, ICBC states…BCUC - approved performance
measure targets are set to align with the current fiscal year that the Application is filed.
For clarity, targets and outlooks in this Application are for the fiscal year 2020/21…Future
corporate performance measure targets are established in conjunction with the budget
process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to be
tabled on April 20, 2021.
In the response to RM IR 1.3, ICBC states…ICBC continues to file quarterly reports
directly to the BCUC in accordance with BCUC’s directive in Letter L-82-06 providing
ample regulatory oversight of ICBC’s operations.
Please provide the corporate performance measures related to the goal of “To Make
Insurance Affordable” as part of the 2021/22 to 2023/24 Service Plan.
Response:
The corporate performance measures related to the goal of “To Make Insurance Affordable” are
listed on page 9 of the 2021/22 – 2023/24 Service Plan, which is also reproduced below:
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2021.2 RR BCOAPO.39.2 Reference: ICBC 2021 RRA
BCUC IR 58.2, BCOAPO IR’s 21.4, 21.7 and 22.1 and RM IR 1.3
Compliance Reporting, Performance Measurement and Targets for 2020/21 to 2022/23
Preamble:
In the response to BCUC IR 58.2, ICBC states…The corporate performance measures
related to the corporate strategic goal of “To Make Insurance Affordable” will be
published in the 2021/22 – 2023/24 Service Plan. This will be published when the
Government releases its budget on April 20, 2021.
In the response to BCOAPO IR 21.4, ICBC provides a table (Figure 1) that compares and
contrasts the existing and proposed BCUC performance measures with the performance
measures contained in ICBC’s 2020/21 – 2022/23 Service Plan and indicates that this
service plan does not include measures to monitor financial stability (which are
contained in Figure 2 of this IR).
In the response to BCOAPO IR 21.7, ICBC states…It is ICBC’s intent to propose
additional amendments to the BCUC performance measures for closer alignment to the
Service Plan. ICBC plans to file its proposals in the 2023 Revenue Requirements
Application in December 2022.
In the response to BCOAPO IR 22.1, ICBC states…BCUC - approved performance
measure targets are set to align with the current fiscal year that the Application is filed.
For clarity, targets and outlooks in this Application are for the fiscal year 2020/21…Future
corporate performance measure targets are established in conjunction with the budget
process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to be
tabled on April 20, 2021.
In the response to RM IR 1.3, ICBC states…ICBC continues to file quarterly reports
directly to the BCUC in accordance with BCUC’s directive in Letter L-82-06 providing
ample regulatory oversight of ICBC’s operations.
Please update Figure 1 from the response to BCOAPO IR 21.4 to be consistent with the
new 2021/22 to 2023/24 Service Plan from April of 2021 and to align with the PY 2021
timeframe of this Application.
Response:
Please see the updated table below:

Performance
Measure

2021/22 – 2023/24 Service Plan

Status

To Make
Insurance
Affordable

Jurisdictional comparison of year
over year rate changes

To be
proposed in
the future

Percentage of Claims payments

Rationale
These measures are:
• Included in the
2021/22 – 2023/24
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Performance
Measure

2021/22 – 2023/24 Service Plan
that goes to customers

Status

To be Smart
and Efficient

Rationale

applications

Service Plan published
on April 20, 2021.
• Proposals to be
included as part of the
2023 Revenue
Requirements
Application.

On-time delivery of defined
digital capabilities

Out of scope

This project-based
performance measure is
not reported to BCUC as
it represents short-term
deliverables.

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.

Average cost for a vehicle
related claim (excluding glass)

To be
Customer
Driven
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Performance
Measure

To be Future
Focused1

1

2021/22 – 2023/24 Service Plan

Status

Page 3 of 3

Rationale

Loss Adjustment Expense Ratio
(LAER)

Discontinue
Loss
Adjustment
Ratio (LAR)
and replace
with 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.

Loss Adjustment Expense Ratio
(LAER) post April 1, 2019

Out of scope

This is a temporary
measure related to the
Old Book (Rate
Affordability Action Plan
product).

Employee Opinion Survey
results
• Aligned, Enabled, Motivated,
Accountable, Leadership

Remains out of
scope

As per 2019 Revenue
Requirements
Application, and
approved in the August
19, 2019 Decision on
2019 Revenue
Requirements
Application, there are no
specific BCUC
performance measures
required for ICBC’s
strategic goal “To be
Future Focused”.

ICBC planned to gather customer and partner feedback to support its Future Mobility Strategy. This was postponed
to focus on the pandemic response and has been removed as a metric in the 2021/22 – 2023/24 Service Plan
published on April 20, 2021.
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2021.2 RR BCOAPO.39.3 Reference: ICBC 2021 RRA
BCUC IR 58.2, BCOAPO IR’s 21.4, 21.7 and 22.1 and RM IR 1.3
Compliance Reporting, Performance Measurement and Targets for 2020/21 to 2022/23
Preamble:
In the response to BCUC IR 58.2, ICBC states…The corporate performance measures
related to the corporate strategic goal of “To Make Insurance Affordable” will be
published in the 2021/22 – 2023/24 Service Plan. This will be published when the
Government releases its budget on April 20, 2021.
In the response to BCOAPO IR 21.4, ICBC provides a table (Figure 1) that compares and
contrasts the existing and proposed BCUC performance measures with the performance
measures contained in ICBC’s 2020/21 – 2022/23 Service Plan and indicates that this
service plan does not include measures to monitor financial stability (which are
contained in Figure 2 of this IR).
In the response to BCOAPO IR 21.7, ICBC states…It is ICBC’s intent to propose
additional amendments to the BCUC performance measures for closer alignment to the
Service Plan. ICBC plans to file its proposals in the 2023 Revenue Requirements
Application in December 2022.
In the response to BCOAPO IR 22.1, ICBC states…BCUC - approved performance
measure targets are set to align with the current fiscal year that the Application is filed.
For clarity, targets and outlooks in this Application are for the fiscal year 2020/21…Future
corporate performance measure targets are established in conjunction with the budget
process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to be
tabled on April 20, 2021.
In the response to RM IR 1.3, ICBC states…ICBC continues to file quarterly reports
directly to the BCUC in accordance with BCUC’s directive in Letter L-82-06 providing
ample regulatory oversight of ICBC’s operations.
Please explain why the financial stability performance measures are not part of the ICBC
Service Plan.
Response:
ICBC’s Service Plans align with the Government’s priorities. The 2021/22 – 2023/24 Service
Plan aligns with the five foundational principles identified by the Government that will inform
each Crown agency’s policies and programs, and contribute to COVID-19 recovery: putting
people first; lasting and meaningful reconciliation; equity and anti-racism; a better future through
fighting climate change and meeting our greenhouse gas commitments; and a strong,
sustainable economy that works for everyone.
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In line with the Government’s commitment to make life more affordable for British Columbians
while 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, To Be
Customer Driven, To Be Smart & Efficient, and To Be Future Focused. The measures ICBC
introduced under “To Make Insurance Affordable” reflect what affordable insurance for ICBC’s
customers should look like and is presented in a manner that is easy to understand.
ICBC includes financial measures under the “To be Smart and Efficient” goal of the 2020/21 –
2022/23 Service Plan (i.e., “the cost to run ICBC is below industry standards/average”, which is
reflected in the Expense Ratio (total) metric) as well as the Loss Adjustment Expense Ratio,
which is reflective of how much of the premium dollar is needed to pay for overall claims costs.
Other financial metrics can be used to gauge ICBC’s financial stability, including total earned
revenues and expenses, investment and other income, net income, and total equity. These are
shown in the 2020/21 – 2022/23 Service Plan (Financial Plan section) and will be reported in
ICBC’s Annual Service Plan Report (Financial Report section) to be released in August 2021.
Further, the Minimum Capital Test ratio will be included in ICBC’s 2020/21 Annual Service Plan
Report.

All financial measures contained in the Service Plan and Annual Service Plan Report are
reported on a corporate basis, with Basic equivalents also provided in the Annual Service Plan
Report. ICBC will continue to report on the BCUC approved performance metrics in future
revenue requirements applications to aid BCUC’s regulatory oversight of Basic insurance.
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2021.2 RR BCOAPO.39.4 Reference: ICBC 2021 RRA
BCUC IR 58.2, BCOAPO IR’s 21.4, 21.7 and 22.1 and RM IR 1.3
Compliance Reporting, Performance Measurement and Targets for 2020/21 to 2022/23
Preamble:
In the response to BCUC IR 58.2, ICBC states…The corporate performance measures
related to the corporate strategic goal of “To Make Insurance Affordable” will be
published in the 2021/22 – 2023/24 Service Plan. This will be published when the
Government releases its budget on April 20, 2021.
In the response to BCOAPO IR 21.4, ICBC provides a table (Figure 1) that compares and
contrasts the existing and proposed BCUC performance measures with the performance
measures contained in ICBC’s 2020/21 – 2022/23 Service Plan and indicates that this
service plan does not include measures to monitor financial stability (which are
contained in Figure 2 of this IR).
In the response to BCOAPO IR 21.7, ICBC states…It is ICBC’s intent to propose
additional amendments to the BCUC performance measures for closer alignment to the
Service Plan. ICBC plans to file its proposals in the 2023 Revenue Requirements
Application in December 2022.
In the response to BCOAPO IR 22.1, ICBC states…BCUC - approved performance
measure targets are set to align with the current fiscal year that the Application is filed.
For clarity, targets and outlooks in this Application are for the fiscal year 2020/21…Future
corporate performance measure targets are established in conjunction with the budget
process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to be
tabled on April 20, 2021.
In the response to RM IR 1.3, ICBC states…ICBC continues to file quarterly reports
directly to the BCUC in accordance with BCUC’s directive in Letter L-82-06 providing
ample regulatory oversight of ICBC’s operations.
Please explain why ICBC is planning on waiting until the 2023 RRA to propose additional
amendments to the BCUC performance measures.
Response:
For administrative and regulatory efficiency, ICBC is taking a streamlined approach to proposing
amendments to the performance measures.

As such, ICBC has opted to propose the

amendments in one application (as part of the 2023 RRA) rather than in separate applications.
The measures are available for public review in the Annual Service Plans (see Service Plans
(icbc.com)).
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2021.2 RR BCOAPO.39.5-6 Reference: ICBC 2021 RRA
BCUC IR 58.2, BCOAPO IR’s 21.4, 21.7 and 22.1 and RM IR 1.3
Compliance Reporting, Performance Measurement and Targets for 2020/21 to 2022/23
Preamble:
In the response to BCUC IR 58.2, ICBC states…The corporate performance measures
related to the corporate strategic goal of “To Make Insurance Affordable” will be
published in the 2021/22 – 2023/24 Service Plan. This will be published when the
Government releases its budget on April 20, 2021.
In the response to BCOAPO IR 21.4, ICBC provides a table (Figure 1) that compares and
contrasts the existing and proposed BCUC performance measures with the performance
measures contained in ICBC’s 2020/21 – 2022/23 Service Plan and indicates that this
service plan does not include measures to monitor financial stability (which are
contained in Figure 2 of this IR).
In the response to BCOAPO IR 21.7, ICBC states…It is ICBC’s intent to propose
additional amendments to the BCUC performance measures for closer alignment to the
Service Plan. ICBC plans to file its proposals in the 2023 Revenue Requirements
Application in December 2022.
In the response to BCOAPO IR 22.1, ICBC states…BCUC - approved performance
measure targets are set to align with the current fiscal year that the Application is filed.
For clarity, targets and outlooks in this Application are for the fiscal year 2020/21…Future
corporate performance measure targets are established in conjunction with the budget
process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to be
tabled on April 20, 2021.
In the response to RM IR 1.3, ICBC states…ICBC continues to file quarterly reports
directly to the BCUC in accordance with BCUC’s directive in Letter L-82-06 providing
ample regulatory oversight of ICBC’s operations.
39.5 For completeness of the record of this proceeding, please describe the ICBC
quarterly reporting requirements as outlined in BCUC Letter L-82-06 and provide a copy
of the BCUC Letter.
39.6 Please provide ICBC’s views on whether the quarterly reporting to the BCUC or
some other form of quarterly reporting should also be provided to Intervenors to this
proceeding to keep them abreast of developments at ICBC, considering the significance
of the transition to the Enhanced Care model and the fact that the next review of ICBC’s
premiums will not occur until 2023 (based on the next RRA filing date of December 15,
2022).
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Response:
39.5
A copy of BCUC’s December 19, 2006 Letter, L-82-06, approving ICBC’s proposal for quarterly
reporting, is available on the BCUC website. For ease of retrieval, click here to access the
letter. The requirement for quarterly reports stems from the July 13, 2006 Decision on the 2005
Revenue Requirements (Order G-86-06).

The BCUC directed ICBC to provide quarterly

reporting on the Minimum Capital Target and in response ICBC proposed the inclusion of net
income, loss ratio, total expense ratio, and estimations of claims and related costs to assist the
BCUC’s regulatory oversight of Basic insurance.
39.6

ICBC does not believe it is necessary to provide the BCUC quarterly report to interveners to
keep them abreast of developments at ICBC. ICBC currently publishes a Financial Summary to
its website on a quarterly basis.

This report provides detailed financial results along with

commonly used insurance industry ratios similar to those contained in the BCUC quarterly
report. The Financial Summary provides information on ICBC’s well-being and forms the basis
of the quarterly report to the BCUC. The quarterly Financial Summary provides a breakdown
between Basic and Optional insurances giving Interveners and the public regular information
regarding the financial health of ICBC.

In addition to the quarterly Financial Summaries,

interested parties can read about ICBC’s transition to Enhanced Care with the release of the
Annual Service Plan Report every August and the upcoming 2021/22 BCUC annual compliance
reports to be filed by December 15, 2021. ICBC believes these reports will keep Interveners
and the public informed of developments until the filing of the 2023 Revenue Requirements
Application due no later than December 15, 2022.
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2021.2 RR DR.1.1 Reference: A. ACTUARIAL RATE LEVEL INDICATION ANALYSIS
1.0 Reference: CHAPTER 3 Actuarial Rate Level Indication Analysis
Insurance Corporation of British Columbia (ICBC) 2021 Revenue Requirements
Application (2021 RRA) and Tariff Amendment Application in Support of Enhanced Care Responses to Information Requests No. 1, pp.120, ‘Response’, ICBC’s 2018 Basic
Insurance Rate Design Application dated August 15, 2018, Chapter 3 pp.3-4 to 3-24,
In ICBC’s response on pp.120 of ‘Insurance Corporation of British Columbia
(ICBC) 2021 Revenue Requirements Application (2021 RRA) and Tariff Amendment
Application in Support of Enhanced Care - Responses to Information Requests
No. 1’ it reads;
Detailed descriptions of the factors used in ICBC’s rating algorithm are provided
in the 2018 Basic Insurance Rate Design Application. The requested descriptions
can be found in 2018 Basic Insurance Rate Design Application, Chapter 3, pages
3-4 to 3-24.
The section specific to ‘Rate Class and Territory Factor’ reads;
C.2 RATE CLASS AND TERRITORY FACTOR
11. Similar to the current rate design, the rate class and territory are included in the
premium calculation. The Rate Class and Territory Factor (RCTF) takes into account
these considerations.
12. The overall structure of ICBC’s rate classes and territories has been retained in the
new rate design; however, seniors and experienced rate classes have been removed, or
decommissioned, since they are now calculated using separate factors. As described in
Section C.3.1, the new rate design has a separate factor to account for each driver’s
experience level. Section C.3.3 describes how the rate reduction for seniors is
incorporated. Drivers in decommissioned rate classes will be transitioned to other rate
classes as shown in Figure 3.5. Drivers from the decommissioned rate classes on the left
will be reassigned to the classes on the right.
13. The values for ICBC's rate classes and territories have been updated in the new rate
design. The last update to rate class and territory values was made in 2010 based on data
from 2007. Since then, there have been significant changes to the claims costs
associated with rate class and territory segments, including those relating to road
infrastructure, vehicle density, and population changes to list a few examples.
14. The 2018 Government Directive regarding Rate Design states, “Rates associated with
territory and rate class are to reflect recent historical loss data where available and be
set according to accepted actuarial practice, with the exception of taxi base rates which
are to remain unchanged….”4 The 2018 Government Directive regarding Rate Design
also states, “The impacts of these changes are to be spread over a 10 year period to
moderate the change.” Schedule C of the Tariff in the 2018 Government Directive
regarding Rate Design, which is provided in Appendix B of this Application, reflects
these concepts.
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15. 10 years of RCTF adjustments are shown in the 10 schedules (one for each year) of
Schedule C of the Tariff. The Year 1 average impacts for each territory and rate class
group are shown in Figures 3.6 and 3.7. Note that the rate class groups combine multiple
rate classes for ease of presentation, therefore these Year 1 impacts represent only an
average impact. Actual customer impacts will vary based on the specific rate class and
territory combination.
This does not provide a formula, calculation, or description of how the territorial rate
is/was calculated.
Please provide the formula and the calculations which resulted in the territorial rates
implemented by ICBC in accordance with the 2018 Rate Design.
Response:
As BCUC has noted in Exhibit A-4, the purpose of this proceeding is to review ICBC’s request
for a general Basic insurance rate decrease of 15% which affects all Basic insurance
policyholders equally, and not to review how ICBC’s rates are designed.

A revenue

requirements proceeding normally would not explore ICBC’s territorial rate schedule(s).

The 2018 Rate Design Application and questions associated with it are rate design matters, and
therefore outside the scope of the 2021 Revenue Requirements Application.
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2021.2 RR DR.1.2 Reference:
1.2 In ICBC’s response to IR#1 pp.122 it reads;
As BCUC has noted in Exhibit A-4, “the purpose of this proceeding is to review ICBC’s
request for a general Basic insurance rate decrease of 15 percent which affects all Basic
insurance policyholders equally, and not to review how ICBC’s rates are designed. A
revenue requirements proceeding normally would not explore ICBC’s territorial rate
schedule(s)”.
The 10-year Territory transition is considered a rate design matter and therefore outside
the scope of the Application. ICBC is not changing the 10-year Territory adjustment in
this Application.
a) Please state which BCUC proceeding will review how rate designs are designed.
b) Please provide the date that ICBC will apply for this proceeding to take place.
c) Please provide the dates that the previous three proceedings reviewing how ICBC’s
rates are designed took place.
Response:
(a) and (b)
The next scheduled BCUC filing with regards to rate design is in response to BCUC’s Order G188-18 from the 2018 Basic Rate Design Application. It directs ICBC to file on an annual basis
starting December 31, 2021, a report on the results and impact of the rate design changes that
were implemented September 1, 2019. Orders G-167-19 and G-51-20 also relate to rate design
and direct the results and impacts from those applications to also be incorporated into ICBC’s
annual reporting. The report should include a minimum of the following:


Observations on the new rate design variables and rating factors, including those factors
and their eligibility requirements which are: i) unchanged or, ii) updated/additional
factors, under the new rate design;



Whether it may be appropriate to implement changes to the new rate design variables
and rating factors based on actuarial analysis using recent historical loss data;



Whether it may be appropriate to implement changes to the new rating algorithm; and



Impact of behavioural changes subsequent to the new rating algorithm, and new rate
design variables and rating factors, if any. This may include a hindsight test of the
assumptions that underlie the intended revenue neutrality.
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ICBC will be responding to the above-mentioned BCUC orders in 2021.

In addition, as noted in the response to information request 2021.1 RR IBC.7.5-7, the scope and
timeline of future rate design work are still being determined. A key goal of ICBC’s corporate
strategy is 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. The current
focus has been the delivery of usage-based products to support transportation network services
and taxis. In addition, an important part of the goal is customer/product research while ICBC is
considering potential usage-based products for the future.
(c)
The previous three proceedings reviewing how ICBC’s rates are designed are as follows:
Date

Proceeding Information

ICBC Application

BCUC Decision

August 15, 2018

2018 Basic Insurance Rate
Design Proceeding

2018 Basic Insurance Rate
Design Application

Order G-188-18

July 10, 2019

Modernizing Passenger
Transportation Services
Tariff Amendments
Proceeding

Modernizing Passenger
Transportation Services
Tariff Amendments
Application

Order G-167-19

March 6, 2020

Modernizing Passenger
Transportation Services
Tariff Amendments for
Taxis Proceeding

Modernizing Passenger
Transportation Services
Tariff Amendments for
Taxis Application

Order G-51-20
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2021.2 RR DR.1.3 Reference:
In ICBC’s response to IR#1 pp.122 it reads;
As BCUC has noted in Exhibit A-4, “the purpose of this proceeding is to review ICBC’s
request for a general Basic insurance rate decrease of 15 percent which affects all Basic
insurance policyholders equally, and not to review how ICBC’s rates are designed. A
revenue requirements proceeding normally would not explore ICBC’s territorial rate
schedule(s)”. The 10-year Territory transition is considered a rate design matter and
therefore outside the scope of the Application. ICBC is not changing the 10-year Territory
adjustment in this Application.
a) Please list the years that ICBC has produced ‘Basic Insurance Information Sharing’
reports.
b) Please either provide internet links to those reports or the reports themselves.

Response:
The Basic Insurance Information Sharing (BIIS) report has been included as part of ICBC’s
RRAs submitted to BCUC from 2007 to 2019.1

In the 2021 RRA, ICBC provided a link to the BIIS report, which is now available directly on
www.icbc.com, and provided in the link below:

BIIS Report up to Fiscal Year 2019/20.

Links to previous RRAs are provided below with the location of the BIIS report in brackets:

2019 Revenue Requirements Application (Appendix 11 B).

2017 Revenue Requirements Application (Appendix 10 B).

2016 Revenue Requirements Application (Appendix 10 D).
1 RRAs were not filed in 2008 and 2009 as ICBC did not apply for a rate change in those years. There was no 2011

or 2018 RRA due to changes in the timing of the RRA proceedings. In 2020, ICBC was not required to apply to
BCUC for a rate change or file associated reports in accordance with OIC No. 047/20, amending Special Direction
IC2 to the British Columbia Utilities Commission, B.C. Reg. 307/04.
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2015 Revenue Requirements Application (Appendix 9 B).

2014 Revenue Requirements Application (Appendix 11 B).

2013 Revenue Requirements Application (Appendix 10 A).

2012 Revenue Requirements Application (Appendix 11 A).

2010 Revenue Requirements Application (Appendix 11 A).

2007 Revenue Requirements Application (Appendix 7.3 B).
Note: On November 2, 2005, ICBC filed a BIIS report with BCUC outside of any revenue
requirements proceeding and this report is not available through any public link. In the interest
of streamlining the overall volume of information request response content, this report is not
included in this response. ICBC can provide a separate electronic version to any interested
intervener upon request, as this report is over 50 pages in length.
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2021.2 RR DR.1.4 Reference:
In ICBC’s 2018 Rate Design Application pp.3-6 it reads;
13. The values for ICBC's rate classes and territories have been updated in the new rate
design. The last update to rate class and territory values was made in 2010 based on data
from 2007. Since then, there have been significant changes to the claims costs
associated with rate class and territory segments, including those relating to road
infrastructure, vehicle density, and population changes to list a few examples.
a) Please discuss why the disparity in ‘Earned Incurred Loss Ratio’ between Rate
Territories was not eliminated after this update in 2010. (Ref. BIIS Data as of Dec.31,
2015, 2BIII-1 to 14.)
b) Please discuss whether ICBC considered the disparity in ‘Earned Incurred Loss Ratio’
in each of the 11 years prior to the 2018 Rate Design Application when determining the
annual adjustment from 2018 to 2028.
c) Please discuss whether ICBC informed the B.C. Government and Attorney General
David Eby that the disparity in ‘Earned Incurred Loss Ratio’ between Rate Territories had
been illustrated in each BIIS report released by ICBC, for every year from 2008 onward.
d) Please discuss whether ICBC informed the B.C. Government and Attorney General
David Eby that in each of the years the ‘Earned Incurred Loss Ratio’ was consistently
and substantially higher in certain Rate Territories (Specifically RTs 1, 2, 5 and 12) than
in the other Rate Territories.
Response:
As BCUC has noted in Exhibit A-4, the purpose of this proceeding is to review ICBC’s request
for a general Basic insurance rate decrease of 15% which affects all Basic insurance
policyholders equally, and not to review how ICBC’s rates are designed.

A revenue

requirements proceeding normally would not explore ICBC’s territorial rate schedule(s).

Questions associated with territory rating are rate design matters, and therefore beyond the
scope of the revenue requirements proceeding on ICBC’s 2021 Revenue Requirements
Application.
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2021.2 RR FAGL.10 Reference: 2021.1. RR FAGL.0.1
ICBC’s response to FAGL IR# 1
ICBC Response - The exclusion of Accelerated Depreciation aligns with government’s
goal of sustained affordability for B.C’s auto insurance system.
A key design principle enabling affordability is minimizing exposure to risks shared by a
minority of rate payers that would have to be subsidized by the majority. Including
Accelerated Depreciation in BVDC would have been contrary to this design principle.
Who did the government and ICBC consult with outside of ICBC and the government
before making this change? What external parties, groups and people were consulted?
Response:
As noted in the response to information request 2021.1 RR FAGL.0.1, the removal of
Accelerated depreciation exposure from Basic insurance was the result of amendments to the
Insurance (Vehicle) Act. The Insurance (Vehicle) Act has been amended as follows:


Section 170 Definitions: Accelerated Depreciation is included in the definition of “vehicle
damage” that cannot be sued for.



Section 174(3) and 175(3): Accelerated Depreciation is not included in the prescribed
damages or losses covered by Basic Vehicle Damage coverage (BVDC).

Given this was a legislated change, ICBC did not consult with external parties. However, ICBC
has researched publicly available information from other Canadian jurisdictions that have
implemented a BVDC-like model and found that BC’s BVDC model aligns with other Canadian
jurisdictions.

For example, Ontario’s Automobile Policy limits coverage for vehicle damage

under Direct Compensation Property Damage (DCPD) to:


The cost to repair a vehicle.



The actual cash value of the vehicle less depreciation.



Loss of use of a vehicle.

Ontario’s DCPD coverage, like B.C.’s BVDC does not include coverage for accelerated
depreciation

or

diminished

value

losses.

For

further

information

please

https://www.fsco.gov.on.ca/en/auto/autobulletins/archives/Documents/a-07_00-3.pdf.

see:
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While this was a legislated change, ICBC believes it aligns with the government’s goal to
minimize Basic insurance exposure to risks shared by a minority of policyholders. It is also
important to note that the minority of policyholders who are affected by this change still have the
option to purchase Optional insurance coverage that will help reduce the degree of depreciation
attributed to a vehicle sold after it has been repaired. For more information, please see the
response to information request 2021.1 RR FAGL.0.1.
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2021.2 RR FAGL.11-12 Reference: 2021.1. RR FAGL.0.1
ICBC’s response to FAGL IR# 1 – Questions:
1.
Assuming this rate reduction is approved, please provide the value of
claims being saved by the removal of accelerated depreciation claims over
the next 5 and 10 years.
2.

Assuming this rate reduction is not approved, please provide the value of
claims ICBC predicts it will pay in accelerated depreciation claims over the
next 5 and 10 years.

ICBC replied - Due to the data limitations discussed above, ICBC is unable to
provide forecast savings, costs, or a count of accelerated depreciated claims for
future years.
11. In previous statement ICBC response is that they are minimizing exposure of a
minority (approximately 58600 people) and in this above question states that due to data
limitations ICBC is unable to provide forecasted savings as a result of this change. So
then how do we know this change is beneficial financially to ICBC?
ICBC’s response to FAGL IR # 1 – Questions
6 and 7.
Since 2019, ICBC settled with a payment, a total of approximately 160 accelerated
depreciation claims based on the accelerated depreciation activity. ICBC paid
approximately $520,000 in total for 2019 and 2020 calendar years. The average value of
the accelerated depreciation claims is approximately $3,250. It should be noted that it is
possible that ICBC had accelerated depreciation claim settlements that were initiated
prior to 2019 but settled after the new process began. As these settlements were not
specifically recorded in ICBC’s claims management
12. If these claims have not been tracked in the past and impact so many people what
numbers did ICBC reply on to determine that amending the Insurance (vehicle) Act was
justified with just over two years of data?
Response:
The decision not to include accelerated depreciation under Basic Vehicle Damage coverage
(BVDC) aligns with government’s goal of sustained affordability for BC’s auto insurance system.
As noted in the response to information request 2021.1 RR FAGL.0.1, a key design principle
enabling affordability is minimizing exposure to risks shared by a minority of ratepayers that
would have to be subsidized. Including accelerated depreciation in BVDC would have been
contrary to this design principle.

It is also very difficult to assess and quantify the loss

associated with having a fully repaired vehicle that is in the same condition as it was before an
accident, but may still be less marketable because it was in an accident.
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As noted in Fournier Auto Group Ltd.’s March 9, 2021 submission, Exhibit C7-2, the included
report stated that accelerated depreciation is greatest in cases involving relatively expensive
vehicles, which are in or near their current model year and have low mileage. Being able to sue
for accelerated depreciation provided greater benefit for a subset of ratepayers with relatively
expensive vehicles. The ability for a subset of not-at-fault vehicle owners to pursue accelerated
depreciation claims against the at-fault driver opened this exposure under Basic. It is also
important to reiterate what ICBC mentioned in the response to information request 2021.1 RR
FAGL.0.1, that ICBC offers optional coverages that may reduce the degree of depreciation
attributed to a vehicle sold after it has been repaired but do not provide cash compensation to
supplement the cost of fully repairing the vehicle.

Another benefit to the decision not to include accelerated depreciation within BVDC is that it
aligns with government’s goal of ensuring rate stability for all policyholders.

Accelerated

depreciation claims are claims with no immediate out-of-pocket losses because there is no
requirement for the vehicle to be sold in order for an accelerated depreciation claim to be
awarded. When a claimant initiates an accelerated depreciation claim there are significant
expenses associated with investigating, analyzing, and estimating these claims, and these costs
will have to be paid under Basic insurance.

Given the nature of accelerated depreciation losses as speculative and subject to many factors
outside the control of the customer (e.g., current court awards, market value of certain vehicles,
etc.), providing that coverage under BVDC would run counter to ICBC’s goal to keep Basic rates
affordable and stable in the long run.

Finally, the decision not to include accelerated depreciation as an exposure in Basic insurance
also aligns with other jurisdictions that have similar BVDC model. Ontario and Prince Edward
Island both have Direct Compensation Property Damage (DCPD) coverage for vehicle
insurance and both jurisdictions limit coverage for vehicle damage to the cost to repair a vehicle
or cost to replace a vehicle based on actual cash value less depreciation. Neither Ontario’s nor
Prince Edward Island’s DCPD model provides coverage for accelerated depreciation.1

1

Ontario Automobile Policy: https://www.fsco.gov.on.ca/en/auto/autobulletins/archives/Documents/a-07_00-3.pdf and
Prince Edward Island DCPD legislation: https://www.princeedwardisland.ca/sites/default/files/legislation/I-04Insurance%20Act.pdf.
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2021.2 RR FAGL.13 Reference: Reference - 2021.1. RR FAGL.0.1
ICBC’s response to FAGL IR#1 Questions 8
ICBC reviewed the following criteria to determine possible eligibility for an accelerated
depreciation claim:






Non-liable collision claim.
Vehicle is five model years or newer at time of loss.
Vehicle damage must exceed $2,000.
No previous vehicle damage claim greater than $2,000.
Vehicle must be repairable (not a total loss).

Due to the reparability criterion, ICBC can only determine if a vehicle could potentially
qualify for an accelerated depreciation claim by selecting vehicles that have already been
repaired and confirmed not a total loss. This does not confirm whether a claim for
accelerated depreciation has been presented. Additionally, ICBC is unable to cross
reference the necessary data to remove claims that have a previous vehicle damage
claim greater than $2,000. This makes providing the requested information challenging
but we are able to provide the following, subject to the aforementioned limitations.
There are approximately 58,600 open claims meeting the listed criteria that have the
potential for an accelerated depreciation claim to be made.
Can you please provide the number of potential accelerated depreciation claims if you
were to go back 10 model years? I do understand it is ICBC’s policy to go only go back 5
years.
Response:
ICBC reviewed the following criteria to determine possible eligibility for an accelerated
depreciation claim:
• Non-liable collision claim.
• Vehicle is ten model years or newer at time of loss (as requested but not aligned with
ICBC policy and procedure).
• Vehicle damage must exceed $2,000.
• No previous vehicle damage claim greater than $2,000.
• Vehicle must be repairable (not a total loss).

As was noted in the response to question 8 contained in information request 2021.1 RR
FAGL.1-9, due to the reparability criterion, ICBC can only determine if a vehicle could potentially
qualify for an accelerated depreciation claim by selecting vehicles that have already been
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repaired and confirmed not a total loss. This does not confirm whether a claim for accelerated
depreciation has been presented.

Additionally, ICBC is unable to cross-reference the

necessary data to remove claims that have a previous vehicle damage claim greater than
$2,000. This makes providing the requested information challenging but we are able to provide
the following, subject to the aforementioned limitations.

There are approximately 86,500 open claims meeting the listed criteria that have the potential
for an accelerated depreciation claim to be made.

As noted above, this does not confirm

whether an accelerated claim has been presented, neither does it confirm that every claim for
accelerated depreciation that is presented will be accepted. All claims must be evaluated based
on the merits of the available information.
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2021.2 RR FAGL.14 Reference: Reference - 2021.1. RR FAGL.0.1
ICBC Response to FAGL IR #1 Question 9
The percentage of accelerated depreciation claims that are currently open compared to
the potential and open accelerated deprecation claims is approximately 0.2%, based on
the information and criteria listed in the responses to information requests 3-4 and 8 in
this series. However, ICBC notes that not all of the vehicles counted in the response to
information request number 8 will actually have cause for an accelerated depreciation
claim. Further, not all claims that meet the criteria will realize a loss from accelerated
depreciation, and accordingly the merit of an accelerated depreciation claim must be
determined on a claim by claim basis.
What percentage of claimants, make accelerated depreciation claims and what % are
declined?
Response:
For the 2019 and 2020 calendar years, the percentage of claimants that made claims for
accelerated depreciation was approximately 4% of those customers who could make claims, as
discussed in response to the information request 2021.1 RR FAGL.1-9. ICBC is unable to
determine the percentage of accelerated depreciation claims that are declined as there is no
activity in ICBC’s claim management system, Guidewire ClaimCenter© that enables it to track
the reason why an accelerated depreciation claim was closed without a payment without looking
at each claim file individually. In addition to a claim being declined by ICBC, other reasons for
an accelerated depreciation claim to be closed without a payment include: the claim was
ineligible, it was not pursued, or lack of evidence.

Insurance Bureau of Canada
Information Request No. 2021.2 RR IBC.10.1 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 2

2021.2 RR IBC.10.1 Reference: Response to 2021.1 RR BCUC.58.2
ICBC stated:
The corporate performance measures related to the corporate strategic goal of “To Make
Insurance Affordable” will be published in the 2021/22 – 2023/24 Service Plan. This will
be published when the Government releases its budget on April 20, 2021.
ICBC has filed its 2021/22 - 2023/24 Service Plan with the British Columbia Utilities
Commission.
An excerpt from the table on page 9 of the Service Plan is set out below.

Please provide the full citations for each of the data sources referenced in footnotes 1
and 2.
Response:
ICBC used the following public data sources for the jurisdictional benchmark and has verified
they are accessible as of May 31, 2021. Note this is the first attempt at compiling a jurisdictional
benchmark to measure rate affordability. ICBC will continue to explore other methods and data
going forward to continuously improve this metric.


Alberta:
o

Alberta Automobile Insurance Rate Board, Approved Automobile Insurance Rate
Board Filings, January 13, 2020, https://airbfilingsapp.alberta.ca/app/reportapp/quarterlyRateFilingDetails.
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Manitoba:
o

I. Hamilton, R. Gabor, C. Hainsworth, Manitoba Public Utilities Board, Manitoba:
Public Utilities Board, COMPULSORY 2020/2021 DRIVER AND VEHICLE
INSURANCE PREMIUMS AND OTHER MATTERS (page 6), December 3, 2019,
http://www.pubmanitoba.ca/v1/proceedings-decisions/orders/pubs/2019orders/176-19.pdf.



New Brunswick:
o

“2019 Hearings”, M.C. Doucet, New Brunswick Insurance Board, Annual Report
2019, (page 11), March 1, 2020, http://www.nbibcanb.org/assets/files/pdf/annual-reports/Annual%20Report%202019.pdf.



Ontario:
o

“Total average market impact based on approved rates and market share”,
Financial Services Commission of Ontario, Auto Insurance Rates for the First
Quarter of 2019, April 15, 2019, http://fsco.gov.on.ca/en/auto/rates/Pages/q12019.aspx.

o

“Total average market impact based on approved rates and market share”,
Financial Services Commission of Ontario, Auto Insurance Rates for the Second
Quarter of 2019, July 18, 2019, http://fsco.gov.on.ca/en/auto/rates/Pages/q22019.aspx.

o

“Total average market impact based on approved rates and market share”,
Financial Services Commission of Ontario, Auto Insurance Rates for the Third
Quarter of 2019, October 15, 2019, http://fsco.gov.on.ca/en/auto/rates/Pages/q32019.aspx

o

“Total average market impact based on approved rates and market share”,
Financial Services Commission of Ontario, Auto Insurance Rates for the Fourth
Quarter of 2019, January 17, 2020, http://fsco.gov.on.ca/en/auto/rates/Pages/q42019.aspx.



Saskatchewan:
o

“10-year rates history: 2019”, Saskatchewan Government Insurance, Rate
Changes, May 14, 2020, https://www.sgi.sk.ca/rates.

Insurance Bureau of Canada
Information Request No. 2021.2 RR IBC.11.1-2 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 1

2021.2 RR IBC.11.1-2 Reference: Response to 2021.1 RR BCOAPO.22.1
ICBC stated:
Future corporate performance measure targets are established in conjunction with the
budget process for 2021/22 and will be published in the 2021/22 – 2023/24 Service Plan to
be tabled on April 20, 2021.
ICBC has filed its 2021/22 - 2023/24 Service Plan with the British Columbia
Utilities Commission.
Pages 25 to 26 of the Service Plan state:
Similar to other insurance organizations, ICBC has a capital management
framework under which it operates. This framework takes into consideration
both its management operating targets and its regulatory minimums to ensure
that capital reserves are adequate to protect policyholders from financial risk,
while maintaining rates as low as possible over the long term. ICBC is guided
by the capital management framework of the Office of the Superintendent of
Financial Institutions (“OSFI”), adopting OSFI’s Minimum Capital Test (“MCT”)
as a means to measure and monitor ICBC’s capital levels...
11.1 Please clarify how ICBC is “similar to other insurance organizations” with regards
to having regulatory minimums when ICBC’s Basic MCT requirement is suspended for
policy years 2018 through 2021 and beyond.
11.2 When does ICBC anticipate that it will be “similar to other insurance organizations”
with regards to having regulatory minimums in place?
Response:
ICBC would like to note that Special Direction IC2 (included in the Application, Chapter 2,
Appendix 2C) temporarily suspends (in section 3(1.2)) 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,
not for any period “beyond” PY 2021 as this question suggests.

The regulatory minimum MCT ratio of 100% therefore remains in force from April 1, 2023
following the end of PY 2021. The use of a regulatory minimum is standard for insurance
organizations where regulatory intervention (in this case from the BCUC) would be expected if
the Basic MCT ratio is below the regulatory minimum. ICBC’s regulatory minimum MCT ratio of
100% is similar to other public insurance organizations, specifically Manitoba Public Insurance
and Saskatchewan Government Insurance. Private insurers governed by OSFI are typically
required to maintain a higher minimum capital level of 150% MCT.
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2021.2 RR IBC.12.1 Reference: Response to 2021.1 RR IBC.2.1
Response to 2021.1 RR IBC.2.2
Response to 2021.1 RR RM.2.2.1
The preamble in 2021.1 RR IBC.2.1 and IBC.2.2 provides that Figure 2.1 on page 2-5
indicates that ICBC’s Outlook Basic MCT Ratio for the end of the 2020/21 fiscal year is
5%. ICBC responded that its Basic MCT Ratio as of Q2, for the end of fiscal 2021/22 is
forecast to be 19% and as of Q2, for the end of fiscal 2022/23 is forecast to be 33%.
In response to 2021.1 RR RM.2.2.1, ICBC indicated that with the COVID-19 rebate impact
on the Q2 outlook for year ended fiscal 2020/21 to be a MCT of -13%.
If using the -13% MCT figure for the end of fiscal 2020/21, what are the revised outlooks
for the end of fiscal 2021/22 and end of fiscal 2022/23?
Response:
Please see the response to information request 2021.2 RR BCUC.84.4, which includes three
tables illustrating the financial impacts for the forecast period for:

(i)

The COVID-19 rebate announced on February 2, 2021.

(ii)

The constitutional challenge to the jurisdiction of the Civil Resolution Tribunal (CRT).

(iii)

The combined effect of both the COVID-19 rebate and CRT challenge.

Insurance Bureau of Canada
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2021.2 RR IBC.13.1 Reference: Response to 2021.1 RR IBC.7.2
ICBC stated:
ICBC is working through internal processes to finalize project estimates and
secure funding approval. ICBC has provided a confidential filing of its
Insurance Sales and Services Modernization IT Capital Report to the BCUC
and is committed to providing a progress update for the period up to
September 30, 2021 by no later than November 1, 2021.
Please confirm whether ICBC will be filing actual and forecasted total costs figures for
providing digital options for insurance purchase and renewal as part of the next Revenue
Requirements Application.
Response:
Yes, ICBC will be filing actual and forecasted total costs figures for providing digital options for
insurance purchase and renewal as part of the next revenue requirements application.
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2021.2 RR RM.7.1 Reference: FINANCIAL MANAGEMENT
On 20 April 2021, ICBC released its service plan for 2021/22 to 2023/24, which included a
financial plan (pages 21-22). Using the service plan financial plan forecast for 202o/21
and the budgets for 2021/22 and 2022/23, please update Attachment A provided in
response to IR 1, RM 2.2.
Response:
Please see Attachment A – Basic Actuals, Outlook and Forecast.

Please note the 2020/21 outlook is based on estimates as of Q3, consistent with the 2021/222023/24 Service Plan.

The 2020/21 outlook includes the Basic insurance portion of the

$600 million COVID-19 rebate announced on February 2, 2021. The 2020/21 outlook does not
reflect the impact of the unfavourable CRT decision, as the decision was rendered too late to
incorporate into the Service Plan.

ICBC’s Information Request Response

2021.2 RR RM.7.1 – Attachment A – Basic
Actuals, Outlook and Forecast

Insurance Corporation of British Columbia
June 16, 2021

Attachment A - Basic Actuals, Outlook and Forecast
Forecast as of Service Plan April 20 2021
($ Thousands)

2

Net premiums written
Revenues
Net premiums earned
Service fees and other income
Total earned revenues

Basic Coverage
For the year
ended March
31, 2020
$
3,578,821

$

$

$

Claims and operating costs
Provision for claims occurring in the current period
Change in estimates for losses occurring in prior periods
Claim services, road safety and loss management services
Operating costs – insurance
Premium taxes and commissions – insurance
Underwriting (loss) income
Investment income
Income – insurance operations
Loss – non-insurance operations
Net (loss) income before impairment loss
Impairment loss
Net (loss) income for the year
Net (loss) income attributable to:
Non-controlling interest
Parent corporation

$

$
$

(Deficit) Equity
Retained earnings (deficit), beginning of period
Net (loss) income for the period, parent corporation
(Deficit) Retained earnings, end of period

$

Other components of equity, beginning of period
Net change in available for sale assets
Pension and post-retirement benefits remeasurements
Other components of equity, end of period
Total (deficit) equity attributable to parent corporation
Non-controlling interest, beginning of period
Non-controlling interest (disposed) acquired during the period
Net income for the period, non-controlling interest
Total equity attributable to non-controlling interest, end of period
Total (Deficit) Equity

Liabilities
Unearned premiums
Provision for unpaid claims
MCT

Basic rate changes

3,564,581
86,580
3,651,161

Outlook
1,4
2020/21

2,899,671
757,219
313,705
3,970,595
132,083
192,495
4,295,173
(644,012)
734,142
90,130
(133,496)
(43,366)
(220,006)
(263,372) $

84 $
(263,456)
(263,372) $

64,941 $
(263,456)
(198,515)

Forecast
4
2021/22

Forecast
4
2022/23

Forecast
4
2023/24

2,906,460

$ 3,173,982

$ 3,229,146

$ 3,350,190

3,088,856
79,788
3,168,643

$ 3,095,978
69,450
3,165,428

$ 3,204,794
70,946
3,275,741

$ 3,289,075
72,277
3,361,352

2,580,778
2,624,482
2,698,125
2,782,724
(311,585)
(49,153)
(95,864)
(80,682)
300,042
369,921
374,938
375,804
2,569,235
2,945,250
2,977,200
3,077,846
126,799
149,190
149,646
155,618
205,416
207,640
216,014
221,443
2,901,451
3,302,080
3,342,860
3,454,908
267,193
(136,652)
(67,119)
(93,555)
604,301
328,433
338,407
341,503
871,494
191,781
271,289
247,947
(134,980)
(156,722)
(158,014)
(162,995)
736,514
35,059
113,274
84,952
736,514 $
35,059 $
113,274 $
84,952

736,514
736,514

$

$

35,059
35,059

(198,515) $
736,514
537,999

537,999
35,059
573,058

$

(112,145)
938,643
(351,748)
474,750
1,012,749

9,953
(601)
84
9,436
(301,224) $

9,436
9,436
1,022,185

$

113,274
113,274

$

573,058
113,274
686,332

$

$

84,952
84,952

686,332
84,952
771,286

474,750
231,692
706,442
1,279,500

706,442
57,788
764,230
1,450,562

764,230
165,093
929,323
1,700,610

9,436
9,436
$ 1,288,936

9,436
9,436
$ 1,459,998

9,436
9,437
$ 1,710,047

Forecast as
Actual as at
Outlook as at
at March 31,
March 31, 2020 March 31, 2021
2022

Forecast as
at March 31,
2023

Forecast as
at March 31,
2024

$
$

$ 1,570,501
$ 8,238,881

$ 1,631,615
$ 7,008,141

$

91,653
(349,401)
145,603
(112,145)
(310,660)

$

1,650,541
11,318,107
-18%

For the year
ended March
31, 2020
6.3%

$ 1,468,145
$ 11,010,198
48%
Outlook
2020/211
0.0%

$ 1,546,148
$ 9,783,872
61%
Forecast
2021/22
-15.0%

73%
Forecast
2022/23

91%
Forecast
2023/24 3

0.0%

1

The outlook presented is consistent with the 2021/22-2023/24 Service Plan published April 2021. The 2020/21 outlook includes the Basic portion of the $600
million COVID-19 rebate announced on February 2, 2021. Fiscal 2020/21 net written premium reflects the Basic portion of the ECC rebate. The 2020/21
outlook does not reflect the unfavourable CRT decision as it occurred too late to incorporate.
2

Rounding may affect totals.

3

The rate change used in the 2023/24 forecast is not provided because this represents a base scenario for forecasting purposes as opposed to a rate indication developed
according to accepted actuarial practice.
4

ICBC’s outlook and forecasted net incomes include risk provisions to account for uncertainty associated with its estimates and unforeseen adverse events.

Richard McCandless
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2021.2 RR RM.7.2 Reference: FINANCIAL MANAGEMENT
In response to BCUC 2.3 the Basic intangible assets for 2019/20 are $51 million. The
annual report for 2019/20 shows the combined Basic and Optional intangible assets as
$268 million (page 86), which suggests that the Optional portion was $217 million or
some 87%.
Why is such a low proportion of the intangible assets assigned to the Basic program,
which has a much greater share of total expenditures?
Response:
Intangible assets primarily consist of capitalized computer system software assets. In recent
years, the majority of capitalized intangible computer software assets have been in support of
the Transformation Program (TP), Rate Affordability Action Program (RAAP), and Enhanced
Care coverage. These projects are funded 100% from the Optional insurance business. This is
the primary reason for a larger proportion of Optional intangible assets as compared to Basic.

Richard McCandless
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2021.2 RR RM.7.3 Reference: FINANCIAL MANAGEMENT
7.3 What is the rational for transferring hit and run coverage from the Basic program to
Optional? As this is a change to the Basic rate design model, does this change require
the approval of the BCUC?
7.3.1 Is hit and run coverage provided within the compulsory Basic coverage in the MPI
product?
Response:
7.3

This is not a change in Basic insurance rate design, but a change in Statutory Insurance
coverage. This is a change in legislation amending Section 24 of the Insurance (Vehicle) Act
and as such does not require BCUC approval. While BCUC regulates ICBC’s Basic insurance
rates, it is Government that determines the Basic insurance product.

ICBC is unable to

comment on Government’s rationale for amending Section 24.
7.3.1
Yes, MPI’s Basic insurance product has a component called Basic All Perils. This coverage
includes coverage for Collision, Upset (e.g., vehicle rolls or tip overs), and Comprehensive (e.g.,
theft, fire, vandalism).

The collision coverage included in MPI Basic All Perils provides

indemnity for vehicle damage caused by unidentified motorist (hit and run), subject to a $750
deductible.

In BC, however, Basic insurance does not include All Perils coverage. In BC, the coverages
equivalent to the MPI Basic All Perils package are Collision, Comprehensive, and Specified
Perils – in BC we call them Own Damage coverage. Own damage coverage is an Optional
insurance product that any insurer in BC can sell.

Richard McCandless
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2021.2 RR RM.7.4-5 Reference: FINANCIAL MANAGEMENT
7.4 Figure 7B.6 in Appendix 7B (pdf 629/849) shows a total of $38.5 million for the
2020/21 forecast for the Road Safety program; please replicate this table with the
budgets for each category for fiscal years 2021/22 and 2022/23.
7.5 The budget for the combined Road Safety and Loss Management programs shown in
Appendix A.1 of the actuarial analysis (pdf 123/849) for 2022/23 is $50.9 million; please
explain the difference between this and the number provided response to 7.4.
Response:
Figure 1 below provides the fiscal year (FY) 2021/22 and 2022/23 forecasts for Road Safety
Program expenses.

The figure also includes the FY 2020/21 outlook, as provided in the

Application, Chapter 7, Figure 7B.6.
Figure 1 – Road Safety Program Expenses
Road Safety Program Expenses
($ millions)

2020/21
Outlook1

2021/22
Forecast1

$23.4

$24.4

$25.4

Road Improvements

8.0

8.3

8.6

Education and Awareness

2.3

2.3

2.4

$33.7

$35.0

$36.3

Compensation

3.8

4.5

4.6

General Expenses

1.1

2.8

2.8

$38.5

$42.3

$43.7

29.0

29.0

29.0

Enhanced Road Safety Enforcement

Total Direct Expenses

Total Road Safety Expenses
Total Road Safety FTEs
1

2022/23
Forecast1

Rounding may affect totals.

Road Safety Program expenses shown in the above figure and Road Safety and Loss
Management line of business (RSLM) shown in the Application, Chapter 3, Appendix A.1 are
two separate items:

1. Road Safety Program expenses are expenses for road safety programs and associated
management of those programs.
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2. RSLM is a corporate view of both the Road Safety Program expenses and Loss
Management expenses that are used in financial reporting and actuarial calculations.
Most, but not all, of the Road Safety Program expenses are included in RSLM. As well,
RSLM includes other expenses, principally loss management expenses for investigating
insurance and claims fraud.

The amount of $50.9 million shown in the Application, Chapter 3, Appendix A.1 represents the
amount of RSLM allocated to Basic insurance for the policy year 2021-2.
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2021.2 RR RM.7.6 Reference: FINANCIAL MANAGEMENT
7.6 On 4 February 2021, Bob Mackin reported that ICBC was spending $2.8 million (of a
total $3.3 million) on a media campaign to promote the change to the enhanced care
model (https://thebreaker.news/news/icbc-dumpster-spin/). I saw one of the TV ads during
the hockey game on 23 May 2021. Is the media campaign being paid from the “education
and awareness” section of the Road Safety budget, and if not where is the expense being
charged?
7.6.1 What is the budget and the estimated actual cost of this awareness campaign for
FY2020/21 and FY2021/22?
7.6.2 How does spending millions of policyholders’ premium revenue on this media
campaign promote road safety?
Response:
The budget and actual cost of the Enhanced Care campaign was $1.6 million in fiscal year
(FY) 2020/21 and $1.2 million in FY 2021/22 and was funded 100% by Optional insurance. The
Enhanced Care campaign was paid from the Enhanced Care Project budget, which is
independent from ICBC’s Road Safety budget. Government contributed an additional $500,000
to the Enhanced Care campaign, since the advertising was co-branded, for a total cost of
approximately $3.3 million.

Enhanced Care, which launched May 1, 2021, represents the biggest change to auto insurance
in our province’s history. It will reduce individual Basic and Optional insurance premiums while
providing increased care and recovery benefits for anyone injured in a crash, regardless of fault.
Given the significance of the change, it is important that information is available to customers
and all interested parties through multiple channels and in multiple languages.
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2021.2 RR RM.7.7 Reference: FINANCIAL MANAGEMENT
7.7 Is the Intersection Camera Program fully funded through retained fine revenue?
7.7.1 What is the forecast gross and net revenue (after covering the ISC costs) for this
program for FY2020/21 and FY2021/22?
Response:
7.7
As noted in ICBC’s response to information request 2021.1 RR BCUC.61.2 and in the
Application, the Intersection Safety Camera (ISC) program is fully funded from a combination of
deductions from traffic fine revenue (Chapter 7, Appendix 7B, paragraph 71) and funding from
Government (Appendix 7J, Section C, paragraph 11). ICBC’s response to information request
2021.1 RR RM.5.2 includes details on all of the ICBC costs, including non-ISC costs, which
since April 2019 are now deducted from traffic fine revenues remitted to the Consolidated
Revenue Fund for distribution to municipalities under the Traffic Fine Revenue Sharing
program.

7.7.1

ICBC has not prepared a forecast for gross and net fine revenue from ISC for fiscal year
(FY) 2020/21 and FY 2021/22. ICBC does not prepare an ISC revenue forecast as ICBC’s ISC
costs are covered, as described above, regardless of the revenue amount.
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2021.2 RR RM.8.1 Reference: CAPITAL MANAGEMENT and MCT RATIO
In the RRA Appendix A.1, ICBC forecasts that if the rate request is approved the 11.5%
rate change devoted to the capital rebuild will have generated $793.8 million by 31 March
2023 (in addition to $145.7 million added to the capital available as capital maintenance).
Yet, in response to various IRs (RM 2.2 and 3.1, and BCUC 2.3) ICBC forecasts 31 March
2023 equity of only $533 million, and capital available of $480 million (before the COVID19 rebate). One would expect that by 31 March 2023 the initial net 26.5% rate reduction
would result in a positive net income reflecting the capital maintenance, while the capital
build would further increase the net income. This significant increase in the net
income/retained earnings is not reflected in the forecast provided in response to BCUC
2.3.
Please reconcile the capital build forecast of $793.8 million from Appendix A.1 with the
retained earnings forecast for 31 March 2023 provided in BCUC 2.3. Why are the equity
and capital available forecasts provided in response to the request so much less than
what was forecast for the capital build in the RRA?

Response:
The increase in net income/retained earnings as a result of the 11.5 percentage point capital
build has a significant impact on the forecast. However, risk provisions in the financial forecast
to a large degree offset the favourable impact of the 11.5 percentage point capital build. Please
refer to the response to information request 2021.2 RR BCUC.84.3 for more information on the
risk provisions.

Risk provisions are for financial forecasting purposes to account for events or emergence that
may impact ICBC’s financial results. There are no risk provisions in the actual financial results.

Figure 1 below summarizes the response to information request 2021.1 RR BCUC.2.3. The
capital build impact as noted in the Application, Chapter 3, Appendix A.1 would be expected to
significantly increase the forecast net income figures for fiscal years 2021/22 and 2022/23.
However, as seen in Figure 1 below the combined net income for 2021/22 and 2022/23 totals is
only $214 million. As noted in the preamble, the increase to net income (and capital levels) in
the forecast should be expected to be in the range of $793.8 million (capital build). There is in
addition a capital maintenance provision of $145.7 million; therefore, a total estimated upward
increase of approximately $940 million.
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Request

2021.1 RR BCUC.2.3
Q2 Forecast
Including Risk Provisions
($ millions)

2020/21
Outlook
(i)

2021/22 2022/23
Forecast Forecast
(ii)
(iii)

Net Income "With Provisions"

314

125

89

Other Comprehensive Income2

124

113

69

438

238

158

(301)

137

375

438

238

158

137

375

533

[A] Comprehensive Income

2021/22
to
Appendix
2022/23
A.1
(ii+iii)
214

794 Capital Build
Capital
146 Maintenance
Total Capital
940
Provision

Equity (Retained Earnings, Other Components
of Equity, Non-controllable Interest)
Opening Equity
Comprehensive Income [A]
[B] Ending Equity
1 Rounding

may affect totals.
Comprehensive Income ("OCI") is Net Change in Available For Sale Assets (Unrealized Gains/Losses) and
Pension and Post-Retirement Benefits Re-measurements.

2 Other

In Figure 2, the risk provisions have been removed from the forecast net incomes.

The

combined net incomes for the forecast period 2021/22 and 2022/23 is $1,085 million, which is in
line with the capital build and maintenance expectation of approximately $940 million, for the
23-month PY 2021 ending March 31, 2023, as noted in Appendix A.1.

It is challenging to precisely reconcile the capital build in the rate indication and the equity
balances in the financial forecast. The rate indication is based on actuarial best estimates of
PY 2021 premiums, loss and expenses associated with claims from PY 2021 policies, as well as
investment income from PY 2021 cash flows following accepted actuarial practices.

The

financial forecast prepared concurrently with the rate indication generally uses the same
actuarial best estimates but includes claims provision for adverse development (“PfAD”),
conservative statements of deferred acquisition costs (“DPAC” adjustments), and risk provisions
according for uncertainties to the financial forecasts.
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Figure 2 – Revised Table – No Risk Provisions
2. Q2 Forecast
“adding back” Risk Provisions
($ millions) 1

2020/21
Outlook
(i)

2021/22 2022/23
Forecast Forecast
(ii)
(iii)

Net Income "With Provisions"

314

125

89

Add back: Risk provisions

497

422

449

Net Income "Before Provisions"

810

547

538

Other Comprehensive Income

124

113

69

934

660

607

(301)

634

1,294

934

660

607

[A] Comprehensive Income

2021/22
to
Appendix
2022/23
A.1
(ii+iii)

1,085

794 Capital Build
Capital
146 Maintenance
Total Capital
940 Provision

Equity (Retained Earnings, Other Components
of Equity, Non-controllable Interest)
Opening Equity
Comprehensive Income [A]
[B] Ending Equity
1 Rounding

634

1,294

1,901

may affect totals.

Removing the risk provisions from the forecast period 2020/21 to 2022/23, the Ending Equity as
of the 2022/23 forecast has increased from $533 million in Figure 1, to $1,901 million in
Figure 2; the increase to Ending Equity is a result of removing the risk provisions for 2020/21,
2021/22 and 2022/23, of $497 million, $422 million and $449 million respectively.

As previously noted in the response to information request 2021.1 RR BCUC.2.3, ICBC includes
risk provisions in its outlook net income figures to recognize the ongoing risks to its forecasts
such as the emergence of claims costs that are above and beyond the forecast, as experienced
in the last few years. More recently, risk provisions are not specific to, but continue to account
for, the risk of unfavourable emergence in large bodily injury claims, the constitutional challenge
regarding legislative amendments in respect of Product Reform, Enhanced Care coverage
product change risk (forecasts are highly dependent on third party data for estimates),
COVID-19, and volatility in the global investment markets.
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If risks and certain events do not manifest and these risk provisions are not required, the Basic
net incomes and equity as shown, will improve to a level similar to the capital provision in the
rate

indication

analysis.

As

shown

in

the

response

to

information

request

2021.2 RR BCUC.84.3 Figure 1, certain events, in particular the COVID-19 rebate and an
unfavourable decision regarding the jurisdiction of the civil resolution tribunal, have in fact
occurred subsequent to this Application and will adversely affect the Basic insurance net income
and equity.
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2021.2 RR RM.8.2 Reference: CAPITAL MANAGEMENT and MCT RATIO
The significant rebound in the financial markets, and in particular the equity markets,
would indicate a significant increase in the value of the investment portfolio since the
forecast developed for the RRA. The Canada Pension Plan Investment Board just
reported a 20.4% increase overall increase in the value of its investments for 2020/21
over the prior year.
The 2020/21 year-end equity forecasts included in the RRA were based on information as
of September 2020. If ICBC also witnessed a major increase in the value of its
investments during the October to March period this would result in much higher capital
available for year-end 2020/21 than the forecasted $87 million.
Given the significant increases in the market value of the investment portfolio, together
with the capital build cabinet directive, one might reasonably ask how much capital is
enough? A large reserve may tempt the government to extend the 2021 policy year for
another 12 or 24 months.
Should the BCUC begin a review of the Basic capital plan and MCT target well in advance
of the next rate request?
Response:
While any increases in the market value of the investment portfolio may improve ICBC’s
financial position, it does not reduce the time required for ICBC to gather experience under the
new Enhanced Care model which brought in significant changes on May 1, 2021. In particular,
to develop a capital management plan for future application, ICBC needs to consider the
following impacts from moving to the new model:


Potential changes in the minimum capital requirements as the claims liability risk and the
investment portfolio will evolve.



The regulatory minimum in effect at that time and whether changes are required to
existing capital management targets based on new or changed risks.

Since time is required to consider these impacts, ICBC is planning to file a new capital
management plan by December 2022, which will be the most appropriate time for BCUC to
review the plan.
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2021.2 RR RM.9.1 Reference: CONSEQUENTIAL CHANGES
The move to the no-fault/enhanced care model has many implications, including lower
injury claims costs, less volatility in claims costs and a reapportioning of costs between
the Basic and Optional programs. The lower cost of injury claims is reflected in the initial
26.5% rate reduction, with 11.5% redirected to rebuilding the depleted capital reserve.
The benefit of less volatility in costs should be reflected in a lower margin for the capital
reserve as measured by the MCT. The near elimination of pain and suffering payments,
and the significant reduction in legal costs, will alter the relative ratios of Basic and
Optional expenditures and the consequential calculation of the allocation of corporate
costs.
Given these significant changes, is it correct that ICBC is suggesting that the BCUC
defer any reassessment of the appropriate capital target (currently 145% MCT) until the
2023 rate request (assuming that a change in the rates is requested)?
Response:
Yes, this is correct. ICBC is planning to file a new capital management plan by December 2022,
which will include assessment of the appropriate capital management target. Please see the
response to information request 2021.2 RR RM.8.2 for more on this topic.
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2021.2 RR RM.9.2 Reference: CONSEQUENTIAL CHANGES
The move to the no-fault/enhanced care model has many implications, including lower
injury claims costs, less volatility in claims costs and a reapportioning of costs between
the Basic and Optional programs. The lower cost of injury claims is reflected in the initial
26.5% rate reduction, with 11.5% redirected to rebuilding the depleted capital reserve.
The benefit of less volatility in costs should be reflected in a lower margin for the capital
reserve as measured by the MCT. The near elimination of pain and suffering payments,
and the significant reduction in legal costs, will alter the relative ratios of Basic and
Optional expenditures and the consequential calculation of the allocation of corporate
costs.
Is it correct that ICBC is suggesting that any review of the current financial allocation
methodology be deferred until the 2024 rate request?
Response:
It is correct that ICBC is proposing to defer the filing of a comprehensive review of its financial
allocation methodology until December 2023, and to include it as part of the 2024 Revenue
Requirements

Application.

As

noted

in

the

responses

to

information

requests

2021.1 RR RM.1.2.2.1 and 2021.1 RR BCUC.46.2, ICBC anticipates that it will take at least two
to three years from May 2021 for the data under the Enhanced Care model to develop, and
expenses related to the tort-based models to wind down. An earlier review of the operating
expense allocation methodology, without adequate time for claims or premium data to develop
under the Enhanced Care model, will produce a less accurate picture and will have to be
reassessed once more data is available. Therefore, waiting until there is enough data under the
Enhanced Care model will not only allow ICBC to utilize its resources more efficiently, but will
also provide a more accurate picture of the steady-state allocation.
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2021.2 RR RM.9.3 Reference: CONSEQUENTIAL CHANGES
The move to the no-fault/enhanced care model has many implications, including lower
injury claims costs, less volatility in claims costs and a reapportioning of costs between
the Basic and Optional programs. The lower cost of injury claims is reflected in the initial
26.5% rate reduction, with 11.5% redirected to rebuilding the depleted capital reserve.
The benefit of less volatility in costs should be reflected in a lower margin for the capital
reserve as measured by the MCT. The near elimination of pain and suffering payments,
and the significant reduction in legal costs, will alter the relative ratios of Basic and
Optional expenditures and the consequential calculation of the allocation of corporate
costs.
Is it correct that despite the major changes in the operation of the liability model ICBC
will not be responding to rate request information requests under the auspices of the
BCUC until early in 2024?
Response:
ICBC interprets the “rate request information requests” as the information requests in relation to
the 2023 Revenue Requirements Application (RRA).

As per Government direction, the 2023 RRA will be filed with BCUC by December 15, 2022 with
a policy effective date of April 1, 2023. ICBC will be responding to information requests for the
2023 RRA likely in early 2023, a few months following the filing date, rather than early 2024 as
stated in this question.

The exact timing will be decided by BCUC after ICBC files the

2023 RRA.

ICBC typically starts working on the actuarial analysis for the RRA to be filed in December, as of
early September. Based on this timeline, ICBC will have up to 16 months of experience under
the Enhanced Care model. This should provide enough actual BC data to support an update to
the current actuarial assumptions under Enhanced Care if warranted. It would be difficult to
select changes in the current assumptions any sooner, since it will take time to capture changes
in trends as BC customers adjust to the new model. Therefore, the timing of the 2023 RRA
allows ICBC to collect enough data to support any meaningful updates to the Basic rate change,
leading to enhanced efficiency of the regulatory process.

Toward Responsible Educated Attentive Driving
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2021.2 RR TREAD.23.1-2 Reference: EXHIBIT B-6, PDF 690
2021.1 RR TREAD.4.1.1 requested an explanation of ICBC's consideration of the
following:
Tracking and reporting to the BCUC and stakeholders the actual savings
ICBC achieves due solely to reduced legal costs.
Response:
Tracking and reporting of reduced legal costs associated with claims occurring on
or after May 1, 2021 would be speculative to measure. ICBC will track the amount
of legal costs that are paid during the claims resolution process for the Enhanced
Care model, however, determining the savings would require knowing the amount
of legal costs that would have been paid for those claims under the modified tort
model. Since this latter amount is not available, the savings cannot be tracked and
reported in an informative or measurable manner.
(emphasis added)
Reference: Exhibit B-1, page 3-26, PDF 98
In its Conclusion regarding Major Factors Influencing the Required Premium, ICBC
states:
“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.” (emphasis added)
23.1 Please reconcile the two above references. Include a full explanation of the basis
for ICBC’s confident declaration that less of a customer’s premium will be spent on legal
costs and expenses that are covered under the current tort model notwithstanding its
claim that such “savings cannot be tracked and reported in an informative or measurable
manner”.
23.2 Please explain whether the “modified tort model” in the first reference above is the
same or different than the “current tort model” in the second reference.
23.2.1 If they are the same, please explain why ICBC introduced potential confusion by
using two different terms to refer to the same thing.
23.2.2 If the two terms have different meanings, please explain why ICBC did not
consistently use the same term used in its own Application in this context – “current tort
model”.
Response:
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Litigation for crashes occurring in BC has been largely eliminated with the introduction of
Enhanced Care; thus, costs associated with the litigation process, including legal costs, are
expected to be significantly reduced. As shown in the Application, Chapter 3, Figure 3.15, the
proportion of Third Party Liability – Bodily Injury Loss & ALAE, where most legal costs are paid,
is expected to reduce from over 50% in prior policy years to only 2% in PY 2021. Removing
third party liability claims and litigation for injuries from crashes occurring in BC provides the
basis for ICBC’s assertion that less of a customer’s premium in PY 2021 and future years will be
spent on legal costs compared to PY 2020 and prior.

The terms "current tort model" and "modified tort model" used in the Application and in response
to information requests were used interchangeably, as the “modified tort model” was the
“current” tort model at the time ICBC prepared and filed the Application, and during the first
round of information requests. ICBC added the distinction with the intent to provide clarification
for the reader due to the enhancements that were implemented on April 1, 2019 to the tort
model (e.g., introducing a cap on pain and suffering awards for minor injuries). ICBC’s intent
was to ensure that readers were aware that any costs or savings comparisons provided were
based on the post April 1, 2019 model.

Toward Responsible Educated Attentive Driving
Information Request No. 2021.2 RR TREAD.23.3-5 Dated 26 May 2021
Insurance Corporation of British Columbia Response Issued 16 June 2021
15 December 2020 Insurance Corporation of British Columbia
2021 Revenue Requirements Application

Page 1 of 3

2021.2 RR TREAD.23.3-5 Reference: EXHIBIT B-6, PDF 690
2021.1 RR TREAD.4.1.1 requested an explanation of ICBC's consideration of the
following:
Tracking and reporting to the BCUC and stakeholders the actual
savings ICBC achieves due solely to reduced legal costs.
Response:
Tracking and reporting of reduced legal costs associated with claims
occurring on or after May 1, 2021 would be speculative to measure. ICBC
will track the amount of legal costs that are paid during the claims
resolution process for the Enhanced Care model, however, determining the
savings would require knowing the amount of legal costs that would have
been paid for those claims under the modified tort model. Since this latter
amount is not available, the savings cannot be tracked and reported in an
informative or measurable manner. (emphasis added)
REFERENCE: EXHIBIT B-1, PAGE 3-26, PDF 98
In its Conclusion regarding Major Factors Influencing the Required Premium, ICBC
states:
“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.” (emphasis added)
23.3 Please explain why ICBC will be unable to track and report savings of legal costs in
an “informative manner”.
23.4 Please explain why ICBC will be unable to track and report savings of legal costs in
a “measurable manner”.
23.5 In the absence of any plan or strategy to measure the savings in legal costs that
ICBC itself expects, how will the BCUC or interveners be able to determine whether
ICBC’s changes to significantly reduce legal costs have succeeded, and if so to what
extent?
Response:
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23.3

As described in the response to information request 2021.1 RR TREAD.4.1.1, ICBC will track
the amount of legal costs that are paid for claims under the Enhanced Care model, but will not
know the amount of legal costs that would have been paid for those claims under the modified
tort model. This will enable a comparison of legal costs before and after the introduction of
Enhanced Care, but framing this comparison as a measurement would be misleading, and
hence not informative to the assessment of savings attributable to the introduction of the
Enhanced Care model, as explained in more detail below.

23.4

A comparison of legal costs for claims under the Enhanced Care model against those from prior
periods can support whether there are savings, but will not provide measurement of these
savings. Since ICBC will not know the amount of legal costs that would have been paid for the
same claims under the modified tort model, the reporting of legal costs will not provide a
measurement of savings.

23.5

ICBC will track the extent to which injury claimants obtain legal representation, and the amount
of legal costs that are paid, for claims falling under the Enhanced Care model, and compare to
similar statistics from prior periods when the full tort and modified tort models were in place.
This information can also be provided to BCUC or interveners for their consideration. Since
litigation is largely eliminated under the Enhanced Care model, legal representation and legal
costs paid on injury claims are expected to be much lower under the Enhanced Care model
than in these prior periods. If lower outcomes are seen in these measures, then it will very likely
be reasonable to infer that the change to the Enhanced Care model is a primary influence and is
successfully reducing legal costs.

However, while the comparison to prior periods should provide a basis to conclude on the
success of the Enhanced Care model in this regard, it does not provide a basis to measure or
quantify the amount of legal costs that is saved as a result of Enhanced Care. Measuring these
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savings would entail a comparison of the legal costs under actual Enhanced Care claims
against the legal costs that would have been paid if the modified tort system remained in place.
This second amount will differ from the amounts paid in prior periods, due to differences
unrelated to Enhanced Care – including the overall number of injury claims (which is affected for
example by reduced driving during the COVID-19 pandemic), and the venue in which disputes
may be resolved (for example in the Civil Resolution Tribunal or in the BC Supreme Court).

