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PART ONE: INTRODUCTION 

1. Accepted Actuarial Practice (AAP) is the keystone of the regulation of Basic 

insurance rates, by virtue of Special Direction IC2.1  The application of AAP requires, in essence, 

that Basic insurance rates reflect unbiased “best estimates”2 of the costs of providing Basic 

insurance, subject to applicable laws.3  The evidence is that ICBC requires a rate increase for the 

policy year (PY) commencing April 1, 2019 (PY 2019) of 6.3% in order to comply with AAP.   

2. The costs of processing and paying out claims (claims costs) represent the vast 

majority of the costs of providing Basic insurance.4  They are the primary driver of the rate 

increase this year.5  ICBC’s actuaries estimate that, but for product reform, continued claims 

cost increases under the existing insurance system would have necessitated a rate increase in 

the range of 40 percentage points.  The favourable effect of product reform has been reflected 

in the rate indication by way of a -37.4 percentage point “prospective adjustment”, which was 

supported by the overall savings estimates quantified by actuaries from Ernst & Young (EY) and 

reviewed by ICBC’s Chief Actuary and the Reviewing Actuary.6  ICBC continues to take other 

steps, such as process improvements, anti-fraud initiatives and Road Safety programs, to 

moderate the claims cost trend.  The net result is the requested 6.3% increase.    

3. ICBC included some rate sensitivities in the Application that reflected requests in 

prior proceedings, and ran a number of other scenarios in response to information requests 

(IRs).  The scope of professional judgment that goes into the determination of the actuarial rate 

indication is constrained by the principles of AAP.  Substituting these different (and sometimes 

arbitrary) assumptions might be informative from the perspective of understanding how 

sensitive the models are to changes in assumptions; however, the alternative assumptions 

posed are not necessarily reasonable for use in actuarial modelling based on known facts. 

                                                      
1 Special Direction IC2 to the BC Utilities Commission, BC Regulation 307/2004 as amended (Special Direction IC2), 

section 3(1)(c). 
2 A “best estimate” is a term with a specific technical meaning to actuaries – Application, Chapter 3, Appendix A.0.  
3 Application, Chapter 2, paras. 10 and 11. 
4 Application, Chapter 4, para. 1. 
5 Application, Chapter 1, para. 2. 
6 Application, Chapter 3, Technical Appendix E.0.  The certifications of the Chief Actuary and Reviewing Actuary are 

included in the Application, Chapter 3, pp. 3-43 and 3-44. 
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4. In short, the proposed rate increase is just and reasonable, having been 

determined in accordance with AAP and the applicable legislative framework, and having 

accounted for the steps that ICBC, alongside government, is taking to reduce costs.  ICBC 

respectfully submits that the BCUC should grant the approvals sought on the terms specified in 

Chapter 1 of the Application. 

5. This Final Submission addresses the following matters: 

 Part Two addresses the parameters imposed by the legal framework and their 

implications for the PY 2019 rate indication; 

 Part Three addresses the evidence supporting each of the major components of 

the requested rate increase;   

 Part Four demonstrates that ICBC continues to take appropriate steps to manage 

claims costs; 

 Part Five explains why it makes sense to update aspects of the present suite of 

performance measures, and foreshadows a new measurement framework for 

product reform; and 

 Part Six addresses the implementation of the BCUC’s final order.  
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PART TWO: WORKING WITHIN THE LEGAL FRAMEWORK 

A. ICBC HAS A UNIQUE LEGAL FRAMEWORK 

6. Basic insurance rate setting is governed by a unique legal framework, which is 

described in Chapter 2 of the Application.7  The framework recognizes the inherent differences 

between ICBC and utilities regulated by the BCUC.  The following two points are of particular 

significance in the context of this Application. 

(a) AAP Yields “Best Estimates” and the Closed System Addresses Inevitable 
Variability 

7. Special Direction IC2 places primacy on the application of AAP.  As discussed in 

Part Three, Section C below, AAP constrains rate setting.  AAP requires the use of “best 

estimates” and imposes rigorous requirements on the professional actuaries tasked with 

developing and reviewing the rate indication.   

8. The creation of a “closed system” for Basic insurance addresses the inherent 

uncertainty involved in forecasting future claims costs associated with policies written during a 

policy year.  Claims costs are subject to a variety of uncontrollable factors. The uncertainty is 

compounded by the fact that the policies written in a policy year cover a two year period; a 

policy written on the last day of the policy year remains in force for a year.  The “closed system” 

means that the inevitable variances from actuarial forecasts stay within the Basic insurance 

business and affect future capital levels.   

(b) Special Direction IC2 Dictates the Capital Provision and Rate Change Band  

9. Special Direction IC2 dictates if and how provisions for maintaining, releasing or 

building capital levels are included in rates.  ICBC has reflected these limitations in the rate 

indication.   

 The regulatory minimum Basic capital level of 100% Minimum Capital Test (MCT) 

is currently suspended through to the end of PY 2021 (ending March 31, 2022).  

                                                      
7 A current version of Special Direction IC2 is included in the Application, Chapter 2, Appendix 2 B.  
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Capital build provisions are suspended up to and including PY 2020.8  As such, 

there is no capital build provision in the rate indication this year.9  

 Special Direction IC2 requires that, up to and including PY 2020, the capital 

maintenance provision must be calculated such that it neither increases, nor 

decreases the rate change.  This requirement is reflected in the rate indication.10   

10. The BCUC is operating within a rate change band established by section 3(1.1) of 

Special Direction IC2.  It dictates that, with last year’s approved rate change being 6.4%, this 

rate change can be no more than 7.9% and no less than 4.9%.  ICBC is applying for a rate 

increase of 6.3%, which is within the band.   

B. THE MERITS OF PRODUCT REFORM ARE BEYOND THE SCOPE OF THIS PROCEEDING  

11. ICBC understands that, despite the projected savings associated with product 

reform, the Trial Lawyers Association of British Columbia (TLA) opposes it.  Product reform has 

been implemented through changes to legislation and regulations.  The BCUC recognized in the 

2014 RRA Decision that it must operate within its legislated mandate:  

The Commission, in all circumstances, must operate under the authority of the 
regulatory tools provided and is bound by legislation. The Commission cannot 
address matters regarding statutory requirements beyond its jurisdiction. 

With specific regard to ICBC, the Commission is bound to its jurisdiction under 
the Basic insurance regulation set out by SD IC2, the ICA, and certain sections of 
the UCA and cannot address matters beyond these.11 

…. 

                                                      
8 Special Direction IC2, s.3(1)(e) and (1.2). 
9 This is reflected in the absence of any line item for capital build provision in the Application, Chapter 3, Figure 3.3, 

p. 3-5.   
10 This is shown in the Application, Chapter 3, Figure 3.3, p. 3-5.  Row 7 shows the provision as contributing 

0.0 percentage points.  The calculation that produces the 0.0 percentage points is summarized in the 
Application, Chapter 2, Figure 2.1, p. 2-5, and an explanation is provided on p. 3-9.   

11 2014 RRA Decision, pp. 44 and 45. 
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The jurisdiction of the Commission with respect to the regulation of ICBC's 
revenue requirements and rates is restricted by legislation to Basic insurance. 
The Commission has no jurisdiction over ICBC's Optional insurance business.12 

ICBC submits that the BCUC must take the same approach in this proceeding when it comes to 

product reform.     

                                                      
12 2014 RRA Decision, p. 3. 
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PART THREE: EVIDENCE SUPPORTING THE ACTUARIAL RATE INDICATION 

A. INTRODUCTION 

12. In this Part, ICBC outlines the evidence supporting the proposed rate increase.  

ICBC begins by summarizing the drivers of the rate indication, and then makes the following 

points: 

 First, ICBC’s actuaries have determined the rate indication in accordance with 

AAP, as is required by Special Direction IC2;   

 Second, ICBC’s actuaries have used appropriate estimation methods and 

modeling that yield estimated loss costs that are “best estimates” consistent 

with AAP; 

 Third, the loss cost forecast variance13 is the outcome of updating actuarial 

estimates for the prior policy year based on significant, unexpected changes in 

the underlying cost trends; 

 Fourth, the loss cost trend to PY 2019, which covers a 17 month period,14 

includes the estimated impacts of known external changes and internal 

programs on PY 2019 claims costs (with the exception of product reform, which 

is determined separately); 

 Fifth, the rate indication includes appropriate prospective adjustments, notably 

the -37.4 percentage point adjustment for product reform that was supported by 

the overall savings estimates quantified by actuaries from EY; 

 Sixth, apart from targeted spending in the Claims area to address rising claims 

costs, ICBC has absorbed most operating expense pressures; 

                                                      
13 The term “loss cost forecast variance” is defined in Special Direction IC2 as: "the difference, expressed in 

percentage points of a rate change fixed in a general rate change order, between (a) the loss costs provision 
reflected in existing rates, and (b) the loss costs that have emerged;” 

14 This represents a change from prior revenue requirements applications. It is due to the extended policy period 
prescribed by Special Direction IC2.  The term “extended policy period" is defined as “the period beginning on 
November 1, 2018 and ending on March 31, 2019 that is included in the 2017 policy year”. 
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 Seventh, ICBC has forecasted investment income using the BCUC-approved 

methodology; and 

 Eighth, other factors have limited or no impact on the rate indication. 

B. RISING CLAIMS COSTS ARE DRIVING THE RATE INCREASE  

13. The components of the rate indication are summarized in the following figure 

from Chapter 3 of the Application.15  ICBC explains each of the rows in Figure 3.3 on pages 3-6 

to 3-10 of the Application.  There are two key take-aways:  

(a) Most of the upward pressure on rates is coming from increasing claims costs in 

the pre-product reform environment.  Increasing claims costs are represented by 

the Loss Cost Forecast Variance and the Loss Cost Trend to PY 2019 (Rows 2 + 3 = 

29.5 percentage points).  These components are estimated using the actuarial 

analysis summarized in section D below.   

(b) The impact of product reform, which is reflected in the actuarial analysis by way 

of a favourable “prospective adjustment” of -37.4 percentage points, more than 

offsets the effect of increasing claims costs under the current product 

environment.  ICBC addresses the impact of product reform in section G below. 

  

                                                      
15 Application, Chapter 3, p. 3-5. 



- 8 - 

 

Figure 3.3 – Overview of Impact on PY 2019 Indicated Rate Change 

Line 
No. 

Components 

Impact  
(Percentage 

points (ppt) of PY 

2019 indicated 
rate change) 

1 Removal of Prior Year’s Capital Provision 12.8 

2 PY 2019 Loss Cost Forecast Variance 14.0 

3 Loss Cost Trend to PY 2019 15.5 

4 Product Reform Impact -37.4 

5 Investment Income  0.4 

6a Operating Expense: Claims Services Expense (ULAE) 0.9 

6b Operating Expense: Other 0.3 

7 Capital Maintenance Provision 0.0 

8 Change in Average Premium 0.2 

9 Other  -0.4 

10 PY 2019 Rate Change to Cover Costs 6.3 

11 Capital Provision 0.0 

12 PY 2019 Indicated Rate Change 6.3 

C. THE RATE INDICATION WAS PREPARED ACCORDING TO AAP 

14. Special Direction IC2 requires the BCUC to fix Basic insurance rates based on 

AAP.16  The rate indication reflects AAP.  ICBC addresses below:  

 the certifications by ICBC’s Chief Actuary and a reviewing actuary, as well as the 

evidence of EY as to the adherence of their product reform estimates to AAP; 

 the evidence on what it means to adhere to AAP; and 

 important components of AAP, to which the BCUC must have particular regard in 

this Application. 

                                                      
16 Special Direction IC2, section 3(1)(c).  The BCUC has recognized this obligation in past decisions: see, for instance, 

the 2013 RRA Decision, p. 5. 
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(a) Internal and External Actuaries Have Certified the Rate Indication, and EY 
Determined Product Reform Impacts 

15. ICBC’s Chief Actuary has certified that the rate indication was prepared in 

accordance with AAP.  Her certification states: 

I, Kelly Aimers, am an Associate of the Casualty Actuarial Society and a Fellow of 
the Canadian Institute of Actuaries and have derived the indicated rate in 
accordance with accepted actuarial practice in Canada, on behalf of the 
Insurance Corporation of British Columbia, for Basic Coverage (Plate Owner Basic 
and Manual Basic) in respect of all rate class categories of automobile insurance, 
to be effective April 1, 2019 for both new and renewal business. 

I have reviewed the data, methods, and assumptions underlying this rate level 
requirement for reasonableness and consistency, and I believe the data, 
methods, and assumptions are reliable and sufficient for the determination of 
the indicated changes in average rate level. 

 

                      14 December, 2018 

 Signature of Actuary Date 

16. William T. Weiland of Eckler Limited acts as an external reviewing actuary.  He, 

too, has certified the rate indication: 

I, William T. Weiland, am a Fellow of the Casualty Actuarial Society and a Fellow 
of the Canadian Institute of Actuaries.  I have reviewed the actuarial rate level 
requirements for Basic Coverage (Plate Owner Basic and Manual Basic) prepared 
by Kelly Aimers for the Insurance Corporation of British Columbia as set out in 
the document “Actuarial Rate Level Indication Analysis”, dated 14 December, 
2018. 

In my opinion the indicated changes in average rate level presented in the Rate 
Application have been calculated in accordance with accepted actuarial practice 
in Canada. 

 

                      14 December, 2018 

 Signature of Actuary Date 
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17. The rate indication also relies on EY’s product reform impact estimates, which 

are provided in the EY Product Reform Costing Report.17  EY confirmed that its analysis 

conforms to AAP.  Moreover, ICBC’s Filing Actuary (Ms. Aimers) and the Reviewing Actuary (Mr. 

Weiland) have reviewed the EY Product Reform Costing Report.  They agree that EY performed 

its analysis in accordance with AAP.18 

(b) AAP Constrains the Use of Actuarial Judgment 

18. AAP includes adherence to (a) the Standards of Practice of the Canadian Institute 

of Actuaries, (b) the Statement of Principles Regarding Property and Casualty Unpaid Claims 

Estimates, and (c) the Statement of Principles Regarding Property and Casualty Insurance 

Ratemaking of the Casualty Actuarial Society.19  AAP constrains the judgment that actuaries 

employ, thus circumscribing the potential outcomes of actuarial analysis.20 

(c) Certain AAP Principles Are of Particular Relevance to this Application 

19. The following three components of AAP, which are described in Chapter 3, 

Appendix A.0, have particular relevance to this Application. 

 AAP Principle: Basic Rates Should Cover Costs, Subject to Legislation 

20. The application of AAP in this context requires that PY 2019 Basic insurance rates 

reflect the full costs of providing Basic insurance, subject to terms specified in legislation like 

Special Direction IC2.21   

21. AAP starts from the premise that the indicated rate must provide for all costs.  

This principle is reflected in Section 2620.01 of the Standards of Practice of the Canadian 

Institute of Actuaries, which states: “The best estimate present value of cash flows relating to 

the revenue at the indicated rate should equal the best estimate present value of cash flows 

relating to the corresponding claim costs and expense costs, plus the present value of a 

                                                      
17 Application, Chapter 3, Technical Appendix E.0, p. 1. 
18 Application, Chapter 3, para. 31. 
19 Application, Chapter 3, para. 30. 
20  Application, Chapter 3, Appendix A.0, para. 2. 
21 Application, Chapter 3, Appendix A.0, paras. 6 to 8.   
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provision for profit, over a specified period of time.”22  The only way in which Basic insurance 

rates can be set at a level below what is required to cover costs is by way of a negative capital 

provision (which in the phraseology of the Standards of Practice represents a negative 

“provision for profit”).  A negative capital provision may be required or permitted under the 

applicable legislation.  In the current circumstances, there is no mandated negative capital 

provision.23  

 AAP Principle: Reasonable Assumptions, Both Individually and in Aggregate  

22. AAP requires that the rate indication should be prepared based on assumptions 

that are not only reasonable on their own, but also appropriate in aggregate.  Section 1620.29 

of the Standards of Practice states: “The assumptions that the actuary selects or for which the 

actuary takes responsibility, other than alternative assumptions selected for the purpose of 

sensitivity testing, would be independently reasonable and appropriate in the aggregate.”  One 

way that ICBC ensures that assumptions are appropriate in aggregate is by performing the rate 

indication analysis at a single point in time, considering all information together.24   

23. The requirement for inputs to be reasonable in aggregate comes into play in two 

ways in this proceeding.  

 Sensitivity analyses do not consider all assumptions in aggregate: ICBC 

actuaries performed a number of sensitivity analyses in response to IRs, in which 

one or two assumptions were changed while holding all others constant.  Section 

1620.29 of the Standards of Practice, quoted above, recognizes the value of 

sensitivity testing.  However, it does not allow rates to be set on a “hold all other 

assumptions constant” basis.  In each case, ICBC has cautioned that the actuaries 

have selected what they regard to be “best estimates” and that assumptions 

used for sensitivity tests may not accord with AAP.  It is not open to ICBC’s 

actuaries - or, by virtue of Special Direction IC2, the BCUC - to pick and choose 

                                                      
22 Application, Chapter 3, Appendix A.0, para. 7. 
23 In previous years, there has been a negative capital provision by virtue of, for instance, the mandatory exclusion 

under Special Direction IC2 of the loss cost forecast variance, or the rate indication required to cover costs 
being above the upper rate smoothing band.  Neither of these considerations are present this year.  

24 Application, Chapter 3, Appendix A.0, para. 9. 



- 12 - 

 

inputs used in different sensitivity analyses without consideration of how they fit 

with other assumptions.  This is discussed further in Section (d) below.   

 The BCUC should be wary of piecemeal updates: The AAP principle requiring 

assumptions to be reasonable in aggregate requires actuaries to consider the 

impact of updating one data element on the whole actuarial analysis.  For this 

reason, it is more important for ICBC than for utilities to fix the analysis as of a 

particular date and decide the Application on that basis.  As discussed in the next 

section, this approach is facilitated by the “closed system”,25 and the frequency 

of rate applications. 

 AAP Principle: Unbiased “Best Estimates” Based on Pertinent Information 

24. When forecasting, there will be a range of professional judgments possible 

within AAP.  However, “the range of results should be narrow when actuaries have availed 

themselves of all of the relevant data because the estimate of costs must be an unbiased “best 

estimate” based on information available at the time the estimate is made.”26  ICBC elaborated: 

Section 2620.02 of the SOP [Standards of Practice] of the Canadian Institute of 
Actuaries states that: “The actuary should select appropriate methods, 
techniques and assumptions recognizing that such elements depend on the 
circumstances affecting the work and that a variety of actuarial methods may be 
appropriate to derive an indicated rate.”  Because it is necessary to apply 
judgment in the process of developing rate indications, two actuaries may 
develop different, but equally valid, models that accord with accepted actuarial 
practice in Canada.  However, because any actuary tasked with estimating the 
rate indication would use the SOP and apply the principles of ratemaking, the 
actuary would be focused on producing the best estimate present value cash 
flows relating to the revenue at the indicated rate.27   

25. As described later in this Submission, there are significant factors that are 

influencing claims costs at present.  ICBC’s actuaries have considered all of those factors, both 

                                                      
25 In the utility context, known material changes could result in windfall gains or losses to the utility or customers 

unless updated. 
26 Application, Chapter 3, Appendix A.0, para. 10. 
27 Application, Chapter 3, Appendix A.0, para. 11. 
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favourable and unfavourable, in selecting appropriate models and in arriving at a “best 

estimate”.   

(d) It Is Appropriate to Rely on the Rate Indication, Without Piecemeal Updates 

26. There were a number of IRs in this proceeding inquiring about the impact on the 

rate indication of events that occurred subsequent to the completion of the actuarial analysis.28  

ICBC submits that, for the following reasons, the BCUC should rely on the data that is provided 

in the Application, rather than taking new information into consideration piecemeal: 

 A change in one element of the data can impact the rate indication in 

unanticipated ways, which is why it is necessary under AAP to consider the 

reasonableness of assumptions in aggregate.    

 Estimates and trends are constantly changing as more information becomes 

available.  ICBC’s process for updating financial information every quarter does 

not include re-estimating past rate changes with updated information once a 

revenue requirements application has been filed.  Differences will be absorbed in 

the next revenue requirements filing.  The “closed system” means that any 

variances will affect capital and ultimately will be accounted for in future rates.  

 ICBC and EY would need to revisit all assumptions within their analyses, including 

the product reform savings, to ensure all assumptions in aggregate are still 

appropriate.  Additional review from the Chief Actuary and External Actuary 

would also be required in order to certify that the rate indication is still in 

accordance with AAP.  A full evaluation of an actuarial rate indication can take up 

to three months.29 

27. The approach of relying on point-in-time actuarial analysis is consistent with 

what the BCUC has done in past years.  

                                                      
28 See: 2019.2 RR BCUC.115.2; 2019.2 RR BCUC.115.3; 2019.2 RR BCUC.95.1; 2019.2 RR BCUC.99.3; 2019.2 RR 

BCUC.101.2; 2019.2 RR BCUC.101.3. 
29 2019.2 RR BCUC.115.3; 2019.2 RR BCUC.115.2; 2019.2 RR BCUC.101.2. 
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28. With that being said, ICBC expects that the two most notable changes would be 

unlikely to have a significant impact on the PY 2019 rate change: 

 Deterioration in financial condition: The increase in losses reported in Q3 

2018/19 would have minimal impact on the rate indication for PY 2019.  The loss 

was largely related to unfavourable emergence from large and catastrophic 

injury costs for fiscal loss years (FLY) 2017/18 and prior (i.e., pre-product 

reform).  The unfavourable emergence has minimal influence on the PY 2019 

rate indication, given (a) the impacted fiscal loss years have little to no influence 

on the forecasted loss trends, and (b) the majority of this emergence will impact 

the Optional insurance product rather than the Basic insurance product.30 

 Supreme Court Rules changes: The significant ($400 million) savings associated 

with announced changes to the Supreme Court Rules related to claims from prior 

years and will be recognized in ICBC’s 2018/19 fiscal year results.  The 

announced $30 million annual savings in future years represents both Optional 

and Basic insurance savings combined.  By keeping all other assumptions 

constant,31 the Basic insurance portion of the savings would result in an overall 

reduction of 0.5 percentage points in the PY 2019 Basic rate change to cover 

costs.  Estimated savings attributable to the amendments, along with all other 

updated assumptions, will be included in the 2020 RRA for PY 2020.32 

D. THE RATE INDICATION REFLECTS ACTUARIAL “BEST ESTIMATES” OF LOSS COSTS  

29. This section addresses the evidence demonstrating that ICBC’s actuaries have 

employed appropriate models and methods in estimating claims costs.   

                                                      
30 2019.2 RR BCUC.115.2; 2019.2 RR BCUC.101.2. 
31 Updating this assumption in isolation “does not necessarily result in an updated rate indication that accords with 

AAP.”  See: 2019.2 RR BCUC.95.1. 
32 2019.2 RR BCUC.95.1. 
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(a) Actuarial Methodology is Generally Consistent With Past Applications 

30. Forecasting claims costs for this Application involved estimating costs associated 

with policies expected to be written during PY 2019 based on historical claims information.  

Chapter 3 of the Application, starting at paragraph 75, summarizes the actuarial analysis 

included in the appendices to Chapter 3.  The data and methodology used in the analyses are 

generally consistent with past revenue requirements applications, subject only to a limited 

number of alterations discussed in the Application.  These changes had little impact (it is only 

slightly favourable) on the overall rate indication.33    

31. The following bullets summarize the steps involved in developing the pre-reform 

forecast of claims costs for PY 2019, which is the main driver of the rate increase:  

 The first step in the analysis is to estimate the cost of historical claims that have 

already occurred, which forms the basis for forecasting the cost of claims that 

have yet to occur.  Although a majority of these claims have been reported, and 

payments made, meaningful portions of the loss still remain unpaid or not fully 

reported.  These are the subject of the actuarial analysis of incurred claims 

costs, the results of which are shown in the Application, Chapter 3, Appendices 

C.1 through C.4.  This analysis provides ICBC’s best estimate of claims costs 

for historical years.   

 The historical claims costs are separated into claim frequency and claim severity 

to support the forecasting of future claims costs, which is discussed further in 

the Application, Chapter 3, Appendix D.0.  Historical claim frequencies for each 

Plate Owner coverage (shown in Appendix C.1) are used as a base for claim 

frequency models shown in Appendix Set D.  Historical claim severities for each 

Plate Owner coverage (shown in Appendix C.2) are used as a base for claim 

                                                      
33 Application, Chapter 3, p. 3-30.  Some of the methodology and data changes had a slight favourable impact.  See 

also 2019.1 RR BCUC.9.1 and 2019.1 RR BCUC.9.2 where ICBC explains the change to the methodology to use 
the Berquist-Sherman Case Outstanding Adjustment and states that the change had no impact on the PY 2019 
rate change to cover costs.   



- 16 - 

 

severity models shown in Appendix Set D.34  ICBC also considers prospective 

adjustments (other than product reform, which is presented separately), which 

are explained in section G below. 

 The extended policy period is accounted for in the frequency and severity trends 

shown in Chapter 3, Appendix D.0 by projecting forward for another five months 

beyond the typical 12 month period. 

32. Forecasting of loss trends requires in-depth analysis and judgment based on 

consideration of statistical modeling results,35 input from subject matter experts, and 

knowledge of the business and of relevant economic and social influences.36  The statistical 

diagnostics that ICBC’s actuaries used to test the models for this Application indicate “very good 

predictive ability”.37  Incorporating other economic and social influences and input from subject 

matter experts, as required by AAP, allows for more meaningful forecasts than ones based 

solely on statistical diagnostics.38 

33. ICBC employs several qualified actuaries and ensures that all work is 

appropriately peer reviewed.  The rate indication is also reviewed by an external actuary 

(Mr. Weiland) for adherence to AAP.  ICBC’s year-end estimates are also reviewed by the 

actuaries of its external auditor, PricewaterhouseCoopers LLP (PwC), to ensure the estimates 

are reasonable.39  The result of this process is a robust estimate of loss costs.   

                                                      
34 Application, Chapter 3, starting at para. 96 and Appendix Set C. See also 2019.1 RR TLA.3.18.a-b for a discussion 

on how this accords with AAP. 
35 The diagnostic statistics and plots supporting the selections of frequency and severity models are provided in 

Technical Appendix D.0.  Summary results of the forecasts and selected models are shown in Appendices D.1.1 
and D.1.2 for Personal and Commercial lines of business, respectively. 

36 Application, Chapter 3, para. 100.  See also 2019.1 RR TLA.99.43. 
37 2019.1 RR TLA.99.43. 
38 2019.1 RR TLA.99.44; 2019.1 RR TLA.99.51; 2019.1 RR TLA.99.52. 
39 2017/18 Annual Service Plan Report, p. 32.  
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(b) Sensitivity Analyses Are No Substitute for Full Actuarial Analysis  

34. As discussed in section C above, the evidence includes a number of sensitivity 

analyses.  ICBC submits that these analyses are no substitute for the full actuarial analysis 

included in the Application. 

35. ICBC’s actuaries included in the Application several scenarios to evaluate the 

sensitivity of the rate indication to a change in certain assumptions, all other assumptions being 

unchanged.40  ICBC included these sensitivities in recognition that there is interest on the part 

of the BCUC and interveners.  ICBC was clear that “the actuaries believe that based on the data 

available the most appropriate scenario employs the assumptions in the rate indication 

analysis.”  The sensitivities shown in the Application were “provided for informational 

purposes, to accord with what has been done in prior RRAs.”  The sensitivities provided “may 

produce rate indications that are not in accordance with accepted actuarial practice in 

Canada.”41 

36. The BCUC asked ICBC about various other alternative assumptions, their 

implications on the rate indication, and whether they accord with AAP.  The scenarios regarding 

product reform42 show that there could be significant variability in the results of product 

reform.  However, EY was required by AAP to produce “best estimates” based on the 

information known at the time they prepared their analysis.43  EY stated as follows: “The 

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

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

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

assumptions.”44 

37. ICBC similarly provided the requested sensitivities on loss trends with the 

following notable caution:   

                                                      
40 Application, Chapter 3, Section D.4. 
41 Application, Chapter 3, para. 114.  Figure 3.21 identifies each assumption that has been tested, the degree of 

change to that assumption, and the extent to which that degree of change would impact the rate indication.   
42 For scenarios regarding product reform savings, see: 2019.1 RR BCUC.18.5; 2019.2 RR BCUC.98.1; 2019.2 RR 

BCUC.98.2.   
43 2019.1 RR BCUC.18.5 and the Application, Chapter 3, Technical Appendix E.0, p. 3. 
44 2019.2 RR BCUC.98.1. 
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These scenarios of selecting arbitrary annual trend rates do not represent 
alternative assumptions to the ones employed by ICBC in the Application.  ICBC 
does not consider these selections to be in accordance with accepted actuarial 
practice.  In order for an estimate to be consistent with accepted actuarial 
practice, it must rely on reasonable assumptions that take into account the 
circumstances of the case, the past experience data, and the relationship of past 
to expected experience.  An arbitrary projected annual change, such as the 1.0 
ppt change proposed in this information request, while appropriate for use as a 
sensitivity test, does not represent an appropriate selection according to 
accepted actuarial practice.45   

In other words, the problem with the sensitivity analyses and alternate assumptions is that they 

are divorced from the facts. 

38. Arbitrary sensitivities can be distinguished, for example, from alternative 

modelling approaches that consider the underlying data.  For instance, ICBC agreed that it 

would also be consistent with AAP to adopt last year’s approach to the BI Incurred 

Development Methods, instead of making the Berquist-Sherman Case Outstanding Adjustment.  

The impact of doing so would, however, be minimal.46   

(c) ICBC’s Modelling Has Produced “Best Estimates” of Claims Costs  

39. The “best estimate” outcomes of the actuarial analysis are depicted in the figure 

below.  The components (PY 2019 Loss Cost Forecast Variance, Loss Cost Trend to PY 2019, and 

Product Reform) are discussed in the next few sections. 

                                                      
45 2019.1 RR BCUC.10.2. 
46 See 2019.1 RR BCUC.9.2.1. 
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Figure 3.5 – Basic Loss Cost  

  

* The grey colour represents results based on the 2017 RRA and the black colour represents results based 
on this Application.  Fiscal Loss Year 2019 aligns with fiscal year 2018/19, which means the period 
from April 1, 2018 to March 31, 2019.  This will be used for all similar graphs in this Section.   

** The black triangle and black diamond represent the re-estimated PY 2017 and PY 2019 loss cost 
projection, including savings from prospective adjustments other than product reform.  The black 
square represents the PY 2019 loss cost projection used in this Application, including the savings from 
all the prospective adjustments (including product reform).  

E. LOSS COST FORECAST VARIANCE IS DRIVEN BY UNEXPECTED CHANGES FROM TRENDS 

40. The loss cost forecast variance47 used for the PY 2019 rate change to cover costs 

is determined as shown in Figure 3.5 above.  The estimated loss costs for PY 2017 have 

emerged higher at the time of this Application (black triangle) than what was forecasted in the 

2017 RRA (grey triangle).  An additional 14 percentage points of rate is required to cover this 

unfavourable emergence.48   

(a) Unfavourable Variances Outweigh Favorable Variances 

41. The factors contributing to the PY 2019 loss cost forecast variance are explained 

starting on page 3-14 of the Application.  In essence, there were favourable variances 

                                                      
47 As indicated previously, the term “loss cost forecast variance” is defined in Special Direction IC2 as: "the 

difference, expressed in percentage points of a rate change fixed in a general rate change order, between (a) 
the loss costs provision reflected in existing rates, and (b) the loss costs that have emerged;” 

48 Application, Chapter 3, para. 33. 
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attributable to property damage (PD) frequency, bodily injury (BI) frequency, and Part 7 benefit 

frequency.  However, these favourable variances were more than offset by an unfavourable 

variance in BI severity and, to a much lesser extent, PD severity.49   

42. The distinct change in the BI severity trend between 2017 and 2018, and the 

resulting BI severity variance, is shown below. 

Figure 3.10 – BI Severity 

 

43. The unfavourable variance in BI severity occurred notwithstanding the 

favourable impacts of Claims Transformation and the hiring of additional claims staff,50 which 

resulted in ICBC closing more BI claims in the 2017/18 fiscal year than it had in any previous 

                                                      
49 The components of the Loss Cost Forecast Variance are summarized in the Application, Chapter 3, Figure 3.6, p. 

3-15.  Figures 3.7 to 3.10 show the emergence of the data between the 2017 RRA and PY 2019 for each of the 
BI and PD frequency and severity trends. 

50 Claims Transformation represented a fundamental change to how ICBC handles claims. It was completed in 
2016, with significant ongoing benefits. See Application, Chapter 8, para. 18. 
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year.  In the 2018/19 fiscal year ICBC has seen an increasing number of injury claims and 

increased legal activity, adding  to the complexity of adjusting claims, and adversely affecting 

ICBC’s ability to resolve claims as quickly as initially anticipated.51 

(b) Loss Cost Forecast Variance Results from Abrupt Changes in Data 

44. Some IRs explored whether the loss cost forecast variance is due to bias in the 

modelling, or an otherwise flawed methodology.  As discussed below, the variance resulted 

from distinct and unexpected changes in data in FLY 2018.  The models are sound. 

45. Any estimate of future claim activity, particularly for BI, is necessarily subject to a 

substantial amount of uncertainty.52  The forecasting exercise being undertaken by ICBC’s 

actuaries involves predicting all future claims costs associated with policies written in a future 

policy year.  Claims on those policies may be initiated while the policies are in force during the 

two fiscal year time frame following the implementation date of the rate change.53  In the 

meantime, there is significant potential for changes in driving behaviour, inflation, weather, and 

claims handling, among other variables.  In accepting that an actuarial estimate is reasonable, it 

is to be expected that the actual claim experience will differ from the original estimate.54  

46. In this case, there is objective evidence to support the actuarial modelling: 

 First, as indicated in paragraph 32 above, ICBC considers several diagnostic 

statistics to test the quality of the models used in the loss trend analysis.  The 

statistics support the predictive capability of the models.55   

 Second, there are both positive and negative variances in frequency and severity 

exhibited (both this year and over time), which is consistent with what is 

expected for unbiased estimates.56  As indicated previously, favourable variances 

                                                      
51 2019.1 RR BCUC.5.4 and 2019.1 RR BCUC.86.2.  See also Application, Chapter 8, Appendix 8 D. 
52 2019.1 RR BCOAPO.9.2. 
53 The period covered by the policies lasts two years (April 1, 2019 and ending March 30, 2021) because a policy 

issued on the last day of PY 2019 (March 31, 2020) will extend out another year.   
54 2019.1 RR BCOAPO.9.2. 
55 2019.1 RR BCOAPO.9.3.  The results are reported in Chapter 3, Technical Appendix D.0. 
56 2019.1 RR BCOAPO.9.2.   
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from the 2017 RRA attributable to PD frequency, BI frequency, and Part 7 benefit 

frequency were outweighed by unfavourable variances in BI severity and PD 

severity.57  Moreover, in the last four RRAs, BI severity has had a favourable 

contribution to the loss cost forecast variance on two occasions and an 

unfavourable contribution on two occasions:58  

BI Severity Contribution to Loss Cost Forecast Variance 

Policy Year (PY) 2015 2016 2017 2019 

Rate Impact (percentage point (ppt)) +0.5 ppt -2.3 ppt -4.3 ppt +14.4 ppt 

47. ICBC considers the magnitude of the loss cost forecast variance in assessing its 

models.59  In this case, the magnitude of the loss cost forecast variance is reasonable and 

proportionate to the present level of uncertainty.  The three main drivers of the variance were 

out of line with recent historical trends:  

 The proportion of BI claims that are represented had increased at 0.7 percentage 

points per year between FLY 2014 and 2017, but increased by 2.0 percentage 

points between FLY 2017 and 2018.60 

 As seen in the Application, Chapter 3, Figure 3.12 (included below), the BI paid 

severity at 17 months of development had been increasing at 2.2% per year 

between FLY 2014 and 2017.  It increased by 7.7% from FLY 2017 to 2018, a 

significant departure.   

                                                      
57 The components of the loss cost forecast variance are summarized in the Application, Chapter 3, Figure 3.6, p. 3-

15.  Figures 3.7 to 3-10 show the emergence of the data between the 2017 RRA and PY 2019 for each of the BI 
and PD frequency and severity trends. 

58 2019.1 RR BCOAPO.10.1. 
59 2019.2 RR BCOAPO.20.1-3. 
60 Application, Chapter 3, p. 3-21, Figure 3.11.   
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Figure 3.12 – BI Paid Severity at 17 Months of Development 

 

 As seen in the Application, Chapter 3, Figure 3.13 (included below), there is a 

significant unfavourable growth in the large and catastrophic claim frequency for 

recent loss years since the 2017 RRA.61   

                                                      
61 2019.1 RR BCUC.5.3; 2019.1 RR BCUC.7.1; 2019.1 RR BCUC.7.2. 
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Figure 3.13 – Large and Catastrophic Claim Frequency 

 

48. In summary, the loss cost forecast in the Application is a “best estimate” 

forecast.  It captures the upward trends in the frequency and severity of crashes that have 

unexpectedly emerged in recent years.62 

F. PRE-PRODUCT REFORM LOSS COST TREND TO PY 2019 

49. Since PY 2019 claims will occur in the future, forecasting the losses for PY 2019 

must account for anticipated changes in the cost level that occur over time.  This is known as 

the “Loss Cost Trend to PY 2019”.  The pre-product reform Loss Cost Trend to PY 2019 is, along 

with the loss cost forecast variance, the major unfavourable contributor to the requested rate 

increase.  The impact is +15.5 percentage points, accounting for all prospective adjustments 

other than product reform.63  The evidence regarding the drivers of the loss cost trend is 

discussed below.  It supports ICBC’s determination of the Loss Cost Trend to PY 2019.   

                                                      
62 2019.2 RR BCOAPO.18.2. 
63 ICBC has discussed these prospective adjustments in section G below. 
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(a) The Loss Cost Trend to PY 2019 Reflects the Impact of 17 (Not 12) Months 

50. The Loss Cost Trend to PY 2019 is derived using the same modeling as described 

in section D above.64  However, losses are trended from the average accident date for PY 2017 

(November 1, 2018) to the average accident date for PY 2019 (April 1, 2020) - a period of 

17 months due to the extended 2017 policy period.65  The longer time period between the 

policy years translates to a larger impact from the Loss Cost Trend to PY 2019 on the rate 

indication.  Measured on a 12 month basis, the trends are more comparable to the trends in 

the 2017 RRA.66 

(b) Increase in Loss Cost Trend to PY 2019 Is Driven Primarily by BI Frequency and 
Severity 

51. The BI loss cost trend is responsible for +11.4 percentage points (including 

impacts from prospective adjustments, other than product reform) of the total 

+15.5 percentage points impact from the Loss Cost Trend to PY 2019.67  The BI frequency trend 

is affected by crash rates and claimant behaviour.  Without considering the effects of product 

reform, changes in BI severity are driven by changes in costs for medical treatments and 

indemnity for damages.  The BI severity trend is also affected by changes in the mix of claims as 

more claimants choose to obtain legal representation, thereby increasing claims costs over 

time.68   

G. ICBC HAS MADE APPROPRIATE PROSPECTIVE ADJUSTMENTS FOR PRODUCT REFORM 
AND OTHER MATTERS 

52. ICBC’s rate indication incorporates five prospective adjustments, with combined 

claims cost savings of $1,261.1 million in PY 2019.  The adjustment for the impact of product 

                                                      
64 In other words, there is only one set of models being used, not separate models for the loss cost forecast 

variance and the loss trend to PY 2019.  The impact on the rate indication from this one set of models is broken 
out into two parts – the loss cost forecast variance and loss cost trend to PY 2019.  The outcome of the set of 
models is the dotted line in Figure 3.5 above, starting from the end of the solid line and going through the black 
triangle and ending at the black diamond. 

65 Application, Chapter 3, para. 14. 
66 2019.1 RR BCUC.8.1. 
67 Application, Chapter 3, para. 55.  The breakdown of the components is summarized in Figure 3.14 on p. 3-24. 
68 Application, Chapter 3, para. 54.   
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reform represents almost all of that amount ($1,242.8 million).69  The prospective adjustments, 

which were identified using the same framework as in past years, are necessary for the rate 

indication to be consistent with AAP.   

(a) Prospective Adjustments Ensure that Forecast Loss Costs Are Consistent with 
AAP 

53. Prospective adjustments account for expected costs and savings from events 

that have an incremental effect (positive or negative) on future claims costs beyond what is 

reflected through the loss trend models that rely on historical data.70   

54. There are limits on what can be treated as a prospective adjustment.  Including 

an adjustment for events that are influencing the loss cost trend could result in double 

counting, which would be contrary to AAP.71  The actuaries identified appropriate prospective 

adjustments using the same framework used in past applications, which relies on credible 

estimates and accounts for the requirements of AAP.72  Candidate events that did not meet the 

established criteria are discussed in the Application, Appendix E.0.73 

55. The need for a prospective adjustment is transitory; as time passes, the actual 

impact of the event becomes reflected in the data and loss trends.74  For this reason, 

adjustments made for some initiatives in past applications have been discontinued.75  

Continuing to include prospective adjustments for events that are now reflected in the data 

itself would result in double counting, and be contrary to AAP.76   

                                                      
69 Application, Chapter 3, Appendix E.0, para. 14. 
70 Application, Chapter 3, para. 102 and Appendix E.0. 
71 Application, Chapter 3, Appendix E.0, para. 9. 
72 Application, Chapter 3, para. 102. See also: Application, Chapter 3, Appendix E.0, paras. 12 and 13.  In the 2012 

RRA Decision, the BCUC agreed with ICBC “that prospective adjustments should be made based on sufficient 
data and the use of AAP”, and recognised that cost effectiveness must be considered in cases where the rate 
impacts may be transitory due to ICBC’s closed system.  2012 RRA Decision, pp. 27 and 28. 

73 Application, Chapter 3, Appendix E.0, para. 40. 
74 Application, Chapter 3, Appendix E.0, para. 1. 
75 Application, Chapter 3, Appendix E.0, para. 4. 
76 Application, Chapter 3, Appendix E.0, para. 9. 
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(b) ICBC Retained EY to Assist in Quantifying the Impacts of Product Reform  

56. Product reform, given its large favourable impact, has understandably been a 

focus in this proceeding.  For the reasons set out below, ICBC submits that the prospective 

adjustment of -37.4 percentage points is appropriate.   

 EY Estimated the Product Reform Savings for 2019/20 and 2020/21 According 
to AAP 

57. EY actuaries with extensive actuarial expertise in assessing the impacts of 

product reform77 supported ICBC by estimating the savings for FLY 2019/20 and 2020/21.78  The 

EY analysis is included in the Application, Chapter 3, Technical Appendix E.0.  EY certified that: 

The report has been prepared according to Canadian AAP.  It complies with the 
appropriate Standards of Practice of the Canadian Institute of Actuaries.79   

EY highlighted, in particular, that “assumptions…are not only reasonable on their own, but 

appropriate in aggregate.”  They stated that the “estimates are an unbiased best estimate 

based on all of the information available to EY at the time that this estimate was prepared.”80 

 The Cap on Minor Injuries is the Main Source of the Product Reform Savings 

58. The product reform savings are broken down by coverage in Table 2.1 of the EY 

Report.81  The savings for PY 2019 are shown in the Application, Chapter 3, Figure 3.15 and in 

Appendix E.2.82  Most of the expected savings are from the BI coverage, while there are higher 

expected Part 7 claims costs due to the enhanced Part 7 coverage benefits. 

                                                      
77 See Application, Chapter 3, Technical Appendix E.0, p. 88 for the CV of Liam McFarlane, who is a Fellow of the 

Canadian Institute of Actuaries and of the Casualty Actuarial Society.  The Statements of Work are included as 
attachments to 2019.1 RR BCUC.18.1. 

78 2019.1 RR BCUC.18.2. 
79 Application, Chapter 3, Technical Appendix E.0, p. 1. 
80 Application, Chapter 3, Technical Appendix E.0, p. 3. 
81 Application, Chapter 3, Technical Appendix E.0, p. 3. See also: 2019.1 RR BCUC.18.5. 
82 PY 2019 savings is a combination of fiscal loss year 2020 and 2021 savings.  
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Figure 3.15 – Product Reform Impact on PY 2019 Basic Claims Costs Forecast and 

Rate Change to Cover Costs 

Coverage 

PY 2019 Claims Costs Forecast  
($ 000’s) 

PY 2019 Loss 
Distribution 

(Post-Reform) 

Impact on 
PY 2019 

Rate Current  
(Pre-Reform)1 

Post-Reform Impacts 

Bodily Injury 3,392,011 1,810,231 -1,581,779 54% -47.6 ppt 

Property Damage 817,731 817,731 0 24% 0.0 ppt 

Part 7 283,203 652,633 369,430 19% +11.1 ppt 

Manual Basic 118,215 87,791 -30,424 3% -0.9 ppt 

Total 4,611,160 3,368,386 -1,242,774 100% -37.4 ppt 

1 Figures in this column include impacts from prospective adjustments, other than product reform. 

59. EY depicted the estimated FLY 2020 savings for the BI coverage in the following 

figure.83  EY’s analysis shows that the cap on General Damages for minor injuries drives most of 

the product reform savings:  

 

 The EY Analysis Was Robust 

60. As outlined in the EY Report, the data used to estimate the impact of product 

reform on Basic BI claims costs was extracted from more than 50,000 claims closed during 

calendar year 2017.  EY characterized the sample size as “a very large and credible data set that 

is appropriate for the estimation of the impact of product reform.”84  

                                                      
83 Application, Technical Appendix E.0, p. 5. 
84 2019. 1 RR BCUC.18.4. 
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61. EY also directed ICBC’s conduct of a “closed claim study”.  The closed claim study 

was, in EY’s words, “used as a supplement to EY’s costing analysis, to assess the reasonability of 

EY’s estimates and to confirm certain assumptions such as the minor injury mapping.”85 The 

study involved reviewing over 1,200 claims from 2017 to (i) assess the reasonability of EY’s 

estimates, (ii) confirm whether the claimants’ injuries met the minor injury definition, and (iii) 

assess whether claimants would still have pursued their claims had product reform been in 

place at the time.86  EY considered the number of claims reviewed in this supplementary study 

to be “sufficient for EY’s purposes”.  The number of claims reviewed was also consistent with 

studies done elsewhere.87 

62. EY elaborated on the basis for estimated product reform savings in several IR 

responses.  For instance:  

 The post-reform BI severity trend of 3.06% is explained in EY’s response to 

2019.1 RR BCUC.21.2, being one percentage point lower than the pre-reform BI 

severity trend.  EY’s response to 2019.1 RR BCUC.25.1 illustrates the structural 

change in BI severity expected for FLY 2020 based on the savings shown in the 

figure above.  EY estimated the BI severity for FLY 2021 by selecting a severity 

trend based on the view that the post-product reform trend will be influenced 

favourably by the cap on minor injuries because the cap is indexed to inflation, 

i.e., below observed severity trends.  The cap, coupled with the introduction of 

the CRT, should act to moderate the growth in the representation rate.     

 EY compared the estimated reduction in BI claim exposures in the first year post-

reform based on the closed claims study to the experience of other Canadian 

jurisdictions, which it considered.  ICBC then explained that the small reduction 

expected in BC was consistent with the lower end of this range and that 

                                                      
85 2019.1 RR BCUC.18.4. 
86 Application, Chapter 3, Technical Appendix E.0, pp. 14 to 17. See 2019.1 RR BCUC.18.4. 
87 2019.1 RR BCUC.18.4. 
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differences in the nature of the reforms and cultural and socio-economic 

differences preclude definitive reliance on data from other jurisdictions.88   

 EY addressed the uncertainties in the estimates regarding the expected 

proportion of minor injury claimants whose BI claims will be subject to the cap 

on general damages.  The range of estimates in product reform savings 

demonstrates the inherent variability of the estimates;89 however, EY explained 

that AAP requires actuaries to calculate a “best estimate”, rather than provide a 

range of estimates.90   

63. Aspects of the legislative definition of “minor injury” had changed following EY’s 

analysis.  Although EY indicated that it was not possible to specifically quantify the impact, it 

noted the limited number of claims affected by the change.  ICBC submits that rates should be 

set based on the “best estimate” provided with the Application.  It would be inconsistent with 

AAP to adjust the estimated impact of product reform alone, without adjusting the other 

elements of the Application.91  ICBC will be monitoring the proportion of minor injuries 

reported to improve its understanding of the types of injuries presented, including the impact 

of customer behavioural change.92 

(c) The Rate Indication Includes Other Appropriate Prospective Adjustments  

64. The rate indication reflects favourable prospective adjustments for ICBC’s 

counter fraud initiative,93 the upgrading of intersection safety cameras,94 the rural highway 

speed limit reduction,95 and the use of high-friction surface treatment at select locations in the 

                                                      
88 2019.1 RR BCUC.23.1. 
89 2019.2 RR BCUC.98.1. 
90 2019.1 RR BCUC.18.5. 
91 2019.1 RR BCUC.19.2.1.   
92 2019.2 RR BCUC.99.3. 
93 Application. Chapter 3, Appendices.E.0 and E.3; also see 2019.1 RR BCUC.28.1 to 28.4. 
94 Application. Chapter 3, Appendices.E.0 and E.4; also see 2019.1 RR BCUC.29.1 to 29.4. 
95 Application. Chapter 3, Appendices.E.0 and E.6. 
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province.96  The combined effect of these adjustments on the required premium for PY 2019, 

while large ($18.3 million),97 is dwarfed by the adjustment associated with product reform.   

H. OPERATING EXPENSES REFLECT COST CONTROL AND MEASURES TO REDUCE CLAIMS 
COSTS 

65. Chapter 7 of the Application addresses ICBC’s operating expenses, which include 

current operating costs and depreciation expense on capital.98  Operating expenses represent a 

small percentage (approximately 10%) of ICBC’s total costs.99  Operating expenses are 

contributing +1.2 percentage points to the PY 2019 rate indication, but understanding the 

composition of that increase is important.  The majority (0.9 percentage points) represents 

additional staffing to assist in handling the increases in claims volume and complexity, which 

are the major driver of Basic insurance rate increases.   

(a) ICBC Continues to Absorb Most Non-Claims Related Controllable Operating 
Expense Pressures   

66. This PY 2019 rate indication reflects continued fiscal discipline.  Year-over-year 

Basic information organized by expense component used in the actuarial analysis is 

summarized in Figure 7.2 of the Application.100  Outside of Claims Services, ICBC is continuing to 

absorb the majority of the cost pressures in its operations.101  ICBC is focusing on prudent 

management of administration costs, realizing efficiencies from the Transformation Program 

(TP) investments, and improving and simplifying business processes.102  The collective impact of 

non-claims related operating expenses is only 0.3 percentage points.   

67. ICBC’s approach this year builds on a solid track record of controllable operating 

expense containment.  In 2014 and 2015, ICBC kept controllable costs flat to the 2014 budget 

                                                      
96 Application. Chapter 3, Appendices.E.0 and E.5; also see 2019.1 RR BCUC.30.1 to 30.3. 
97 Application. Chapter 3, Appendices.E.0 and E.1. 
98 Year-over-year corporate operating expense information by expense category (e.g., compensation, depreciation, 

merchant fees, etc.) is summarized in the Application, Chapter 7, Figure 7.3 (page 7-10), and the line items are 
described in the subsequent pages. 

99 Application, Chapter 7, para. 1. 
100 Application, Chapter 7, p. 7-6. 
101 2019.1 RR BCUC.63.1.1. 
102 Application, Chapter 7, para. 3. 
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as set out in ICBC’s 2014 – 2016 Service Plan.103  In 2016/17 and 2017/18, ICBC absorbed 

inflationary pressures throughout most of its operations.  Increases were associated with 

additional claims and claims-related staff hired to manage growing claims volume and 

complexity.104  

(b) Increased Claims Services Spending Targets Claims Cost Savings  

68. Figure 7.2 of the Application shows how the increases in operating expenses are 

focused in the area of Claims Services.105  These increases are associated with additional 

staffing that will help to process claims more expeditiously and support the product reform 

transition.   

69. ICBC explained the critical importance of continued investment in claims cost 

management as follows: 

As is noted in Chapter 3, Actuarial Rate Indication Analysis, product reform will 
have an immediate favourable impact on the 2019 Policy Year (PY) rates; 
nonetheless, ICBC must still continue its efforts to address its BI pending levels.  
These levels have continued to grow from last year due to both an increase in 
claim intake, and an increase in representation rates which results in increased 
litigation and claims complexity.  The time that claims remain pending (between 
reporting and resolution) has a significant relationship to the overall cost of 
resolution.  As such, it is important to try to resolve BI claims in a timely manner, 
and reduce the overall BI pending levels.  As noted later in this Chapter, over the 
last several years, ICBC has been hiring additional injury claims staff to address 
its escalating BI pending levels.  As a result, in the 2017/18 fiscal year, ICBC 
settled more injury claims than it did in any previous year; however, there has 
still been an increase in overall BI pending levels due to a continued increase in 
BI exposure volumes in the 2017/18 fiscal year.106   

70. The growth in pending BI claims, despite unprecedented numbers of claim 

closures, is shown in the Figure below.   

                                                      
103 Application, Chapter 7, para. 4. 
104 Application, Chapter 7, para. 4; 2019.1 RR BCUC.63.1.1. 
105 Application, Chapter 7, p. 7-6. 
106 Application, Chapter 4, para. 3. 
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Figure 4.1 – BI Exposure Volumes by Year1 

 
1 Year refers to the period from April 1 to March 31. 

71. Hiring additional claims-related staff has increased total compensation costs.107  

ICBC’s outlook for 2018/19 already contemplates  

 42 FTEs to address injury claims alone, with more to follow after April 1, 2019;108   

 59 additional staff in the in-house legal services department, to manage 

increased volume of litigation claims;109  

 53 additional estimating staff, which will enhance oversight of auto body repair 

costs;110   

 more staff for Quality Assurance, to improve and maintain financial controls over 

claims costs, identify and manage adverse trends, clarify and revise claims 

standards, and promote consistency in claims handling;111  

                                                      
107 Application, Chapter 7, Figure 7.3, p. 7-10. 
108 Application, Chapter 4, para. 14. 
109 Application, Chapter 4, para. 16. 
110 Application, Chapter 4, para. 17. 
111 Application, Chapter 4, para. 18. 
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 recruiting more recovery care specialists;112 

 a team to specialize in CRT claims;113 and  

 the expansion of the Special Investigations Units to increase the number of 

claims to be investigated for fraud.114 

72. ICBC’s goals are (a) to maintain an appropriate balance between claims intake 

and closures, and (b) to ensure that open injury claims are settling within expected timeframes 

based on the level of complexity that they represent and the needs of its customers.  ICBC’s 

integrated staffing model, introduced in early 2017, “utilizes actuarially forecasted claims intake 

by claims type, pending levels, closure expectations, as well as retirement, promotion, and 

training assumptions, to forecast claims staffing requirements across all adjusting, 

management, and administrative roles.”115   

73. The forecast of increased staffing after product reform reflects the significant 

transition involved.  ICBC explained: 

ICBC’s integrated staffing model also projects that additional claims injury staff 
will be required after the implementation of the product reform on April 1, 2019.  
As noted above, after that date, ICBC will be operating under two systems.  
Many staff will be transitioning to new roles and it will take time before they 
become fully proficient with the system changes.  The increased focus on care 
and recovery will require more time being spent with individual customers, as 
well as health care providers.  ICBC also expects an increase in the volume of 
accident benefits (AB)-only claims (claims with no associated BI tort exposure) 
and an increase in ongoing accident benefit care management.  For these 
reasons, ICBC anticipates increasing its number of claims injury services staff 
within the first year of implementation and, thereafter, a gradual reduction in 
the number of injury FTEs is expected, as the BI pending moderates, and as 
experience is gained under the new operating model.  In addition, once product 
reform is implemented and generates its anticipated benefits, ICBC expects to 
see a decrease in overall BI complexity.  As discussed in Section D.4 of this 
Chapter, the expansion in the use of the CRT is expected to reduce the incidence 

                                                      
112 Application, Chapter 4, para. 41. 
113 Application, Chapter 4, para. 48. 
114 Application, Chapter 4, para. 60. 
115 Application, Chapter 4, para. 10; 2019.1 RR BCUC.66.1; 2019.2 RR BCUC.109.1. 
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of BI claims going through the traditional legal process.  This should result in 
reduced legal costs and overall work effort.116  

74. ICBC submits that its approach to building and maintaining capacity to manage 

claims costs, while absorbing most other controllable operating expense pressures is 

appropriate. The BCUC should accept the forecast operating expenses as being reasonable.  

I. INVESTMENT INCOME HAS BEEN DETERMINED USING THE BCUC-APPROVED 
FORMULAE 

75. Investment income earned on (a) new premiums collected and (b) Basic equity is 

used to help reduce rates for Basic insurance policyholders.  Since 2010, ICBC has employed the 

BCUC-approved formulae for calculating the New Money Rate and the Yield on Basic Equity.117  

ICBC submits that, as in past years, the output of the formulae should be accepted for use in 

the determination of Basic insurance rates.   

76. Chapter 6 of the Application explains ICBC’s application of the formulae and 

discusses key inputs.  ICBC explained that the formulaic New Money Rate and Yield on Basic 

Equity are higher than their equivalents for PY 2017 because of two updated inputs: the rise in 

market interest rates over the past year, and the increase in the target allocation to equities in 

the strategic asset mix.118  The forecasted reduction in investment income relative to PY 2017, 

which contributes +0.4 percentage points to the rate indication, is primarily associated with 

lower required policyholder premiums and low Basic capital levels.119   

77. ICBC submits that forecast of investment income is reasonable. 

                                                      
116 Application, Chapter 4, para. 15.  See also 2019.1 RR BCUC.62.1 where future reductions in staffing levels are 

discussed, and 2019.1 RR TLA.7.9 where ICBC addresses the timing of such changes. 
117 The formula was first set in April 2010 Decision on the Streamlined Regulatory Process.  In the 2012 RRA 

Decision, the BCUC again commented favourably on the methodology at p. 31: “The Panel therefore finds 
ICBC’s evidence respecting its methodology of determining the impact of the New Money Rate and Yield on 
Basic Equity to be persuasive,…”.  The BCUC approved amendments to the formula in the 2014 RRA Decision, 
p. 16.   

118 Application, Chapter 6, para. 3. 
119 Application, Chapter 3, paras. 18 and 19. 
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J. OTHER FACTORS HAVE LIMITED OR NO IMPACT ON THE RATE INDICATION 

78. The remaining components of the rate indication - the capital maintenance 

provision, the trend in required premium and other matters - collectively have a small impact.   

79. The capital maintenance provision is addressed in paragraph 9 above.  The 

amount of the provision is dictated by Special Direction IC2.  It must not contribute to the rate 

indication, and has been determined accordingly.  

80. The premium trend is explained in Chapter 3 of the Application.  As in past years, 

the average premium that ICBC expects to collect from policyholders is decreasing due to the 

increasing proportions of vehicles outside of the greater Vancouver and Fraser Valley region, 

seniors (who have lower premiums on average), and drivers at the maximum level of 

discount.120  The premium trend was not a focus of IRs.   

  

                                                      
120 Application, Chapter 3, paras. 25 to 28. 



- 37 - 

 

PART FOUR: APPLICATION REFLECTS A NUMBER OF INITIATIVES TO MANAGE CLAIMS COSTS  

A. INTRODUCTION 

81. Claims costs are the most significant determinant of ICBC’s Basic insurance rates, 

and BI claims are the largest component of claims costs.  In recent years, ICBC has given 

significant attention to the growth in claims costs.  The Application, and the requested rate, 

reflect a number of initiatives to combat rising claims costs.  The evidence supports the 

following findings, each of which is addressed below:  

 First, product reform represents the most significant step taken to manage rising 

claims costs, making the successful implementation of product reform ICBC’s 

primary focus at present; 

 Second, ICBC is taking appropriate steps to combat fraud; 

 Third, ICBC’s Road Safety initiatives, which are generally implemented with 

partners, respond to the significant year-over-year growth in the number of 

crashes occurring on BC roads; and 

 Fourth, ICBC is implementing the material damage initiative recommended by 

PwC as part of the Rate Affordability Action Plan (RAAP).   

B. PRODUCT REFORM WILL HAVE A PROFOUND FAVOURABLE IMPACT ON CLAIMS COSTS 

82. The main causes of ICBC’s rising costs are increases in crash and injury frequency 

and injury claims payouts, especially for minor injury claims.121  The Basic BI claim payments for 

minor injuries rose from $441 million in 2008/09 to $1.2 billion in 2017/18, an increase of 

172%.  Product reform balances the need to increase care for all injured customers, while 

spending less on legal costs and claims costs overall for minor injury claims.122  Implementing 

                                                      
121 Minor injuries include an abrasion, a contusion, a laceration, a sprain or a strain, a pain syndrome, a 

psychological or psychiatric condition (that do not result in incapacity lasting longer than 16 weeks), or injuries 
prescribed in regulation, that do not result in permanent serious disfigurement or in a serious impairment 

persisting beyond 12 months from the date of the accident.  It also includes concussions that do not result in 
an incapacity lasting longer than 16 weeks.  Application, Chapter 2, para. 37. 

122 Application, Chapter 4, paras. 22 and 23. 



- 38 - 

 

product reforms successfully is a corporate priority, and ICBC is devoting considerable attention 

to it. 

83. Product reform, most of which took effect on April 1, 2019, is highlighted in 

Chapter 4, section D and the EY report in Chapter 3, Technical Appendix E.0.  The changes are 

legislated.  As discussed in Part Three, section G of this Submission, the expected financial 

savings associated with product reform are very significant.  EY’s estimate is fully reflected in 

the rate indication by way of a prospective adjustment.   

C. ICBC IS INCREASING CLAIMS AND CLAIMS-RELATED STAFFING AND IMPROVING 
CLAIMS BUSINESS PROCESSES  

84. One of the main sources of upward pressure on the rate indication is higher 

claims volume and increased complexity of claims.  Increasing claims and claims-related 

staffing, which is discussed in Part Three, section H of this Submission, is a critical part of ICBC’s 

initiative to address these trends.  Other initiatives include business process improvements 

arising from the new Material Damage estimating platform, a Quality Assurance Program in the 

Claims and Driver Licensing Operations Division,123 and incorporating Operational Excellence 

principles and practices in the Special Investigations Unit and in Legal Services.  The initiatives 

are summarized in the response to 2019.1 RR BCUC.67.3.   

85. The efficiency benefits of Claims Transformation, completed in 2016, also 

persist.124   

D. ICBC CONTINUES TO TARGET FRAUD 

86. The Application, Chapter 4, section F addresses the estimated scope of fraud and 

ICBC’s approach to addressing it.  ICBC is devoting appropriate resources to combatting fraud. 

87. Deterrence, detection, enforcement, and prevention are the pillars of ICBC’s 

fraud strategy.125  Notable recent initiatives include: 

                                                      
123 The Quality Assurance Program is explained in greater detail in 2019.1 RR BCUC.44.2, and the 2019.1 RR 

MoveUP.1 series. 
124 2019.1 RR BCUC.86.3.  The claims cost savings are quantified in the Application, Chapter 8, Appendix 8 D. 
125 Application, Chapter 4, para. 55. 
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 ICBC’s efforts to improve public knowledge about the prevalence of fraud and its 

effect on insurance rates.  These initiatives appear to be working.126  Publishing 

fraud stories will remain a key part of that approach.127 

 ICBC’s detection and enforcement efforts have included introducing a specialized 

team of adjusters called the Investigative Claims Team (ICT) as the central 

handling unit for handling injury claims involving fraud.  This new team totalled 

24 FTEs as of the end of October 2018.  ICBC also continues to increase the 

complement of its Special Investigations Unit staff to support the increase in 

volume of claims to be investigated.  The increase in Special Investigations Unit 

staff from 2017/18 actual to the 2018/19 outlook is expected to be 25 FTEs, for a 

total of 125 FTEs as of the end of October 2018.128     

 ICBC’s new fraud analytics software tool (NetReveal), along with associated 

business process changes, have already proven to be effective in identifying 

potential fraudulent claims activity.  ICBC’s investment in NetReveal reached 

break-even approximately six months after its implementation.129   

 ICBC increased its investigations by 33% in 2017/18 over the previous year.  This 

year the number of investigations has increased by an additional 12% (2018/19 

YTD over 2017/18 YTD).130  The outcomes of these investigations over the past 

several years are presented in the response to 2019.1 RR BCUC.46.2. 

 ICBC plans to use performance metrics to measure the impact of the deterrence 

and prevention initiatives undertaken over the next couple of years.131   

                                                      
126 Application Chapter 4, paras. 57 and 58. 
127 2019.1 BCUC.46.1. 
128 Application Chapter 4, paras. 59 and 60. 
129 Application Chapter 4, paras. 63 and 64; 2019.1 BCUC.46.2.1. 
130 Application Chapter 4, para. 67. 
131 2019.1 BCUC.46.1.1. 
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88. ICBC submits that it has demonstrated its commitment to addressing fraud.  The 

way in which these benefits have been reflected in the rate indication is discussed in Part 

Three, section G above.   

E. ROAD SAFETY PRIORITIES TARGET CRASH FREQUENCY 

89. ICBC also manages claims costs through its Road Safety initiatives.  ICBC’s new 

initiatives, as well as some ongoing initiatives, are outlined in Chapter 5 of the Application.  

Some initiatives address distracted driving.  Other initiatives are funded from the Optional line 

of business under the Rate Affordability Action Plan (RAAP), including a collision reduction 

programme involving the application of high friction surface treatment to roads with a history 

of high rates of rear-end collisions.  ICBC is working with police to upgrade technology for 

intersection safety cameras.  The latter two initiatives are reflected in the rate indication by 

favourable prospective adjustments, as discussed in Part Three, section G.   

F. ICBC IS IMPLEMENTING THE MATERIAL DAMAGE INITIATIVE RECOMMENDED BY PWC  

90. PwC conducted an independent Operational Review of ICBC and made a number 

of recommendations.  One of the more significant initiatives to flow out of this review is the 

Material Damage initiative being implemented under the RAAP.  This initiative is being funded 

by the Optional insurance line of business and involves a redesign of the collision repair 

program.132   

91. ICBC has taken steps to implement a number of other PwC recommendations.133  

Those steps include enhancing communication materials and using a behavioural framework to 

improve customer service at key touch points.  Another area involves using analytics to 

evaluate the quality and consistency of driving school/instructor performance.134 

                                                      
132 2019.1 RR BCUC.84.5.  The response to 2019.1 RR BCUC.45 series explains the background to these initiatives, 

explores elements of the initiatives and defines how success will be measured.   
133 2019.2 RR BCUC.106.1-2. 
134 2019.1 RR BCUC.3.1; 2019.2 RR BCOAPO.17.4. 
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PART FIVE: REFINEMENTS TO PERFORMANCE MEASURES AND PRODUCT REFORM METRICS 

A. INTRODUCTION 

92. In the 2017 RRA, ICBC requested approval to adopt an amended suite of 

performance measures as the reporting baseline in future RRAs.  ICBC also requested to 

discontinue the reporting requirements that are specific to TP, which had concluded in 2016.  

At the BCUC’s direction,135 ICBC refiled those proposals in this Application.136  The proposals are 

detailed in the Application, Chapter 1, Appendix 1 B, Figure 1B.1. 

93. ICBC makes two points in this part:  

 First, ICBC’s proposals represent an improvement of the current suite of 

measures; and  

 Second, while it is premature to propose specific reporting on metrics for 

product reform, ICBC will include proposals in the next RRA.   

B. ICBC PROPOSALS REPRESENT AN IMPROVEMENT 

94. ICBC’s proposals regarding performance measures are set out in the Application, 

Chapter 8, Appendix 8 A, from page 8A-4.  The resulting suite of performance measures will 

provide relevant information to the BCUC in an efficient manner, and will be meaningful to 

ICBC’s business.137  The following points support ICBC’s proposed changes.   

(a) Much of ICBC’s Proposal Addresses Clarity of Presentation, Not Substantive 
Change 

95. A main thrust of ICBC’s proposal relates to improved presentation, rather than 

substantive changes to the measures.  

96. For instance, the proposed performance measures are categorized to align with 

three of the four corporate strategic goals, as follows: 

                                                      
135 January 12, 2018 Decision on the 2017 Revenue Requirements Application (Order G-8-18). 
136 ICBC has made slight changes from the original proposal, which are identified in the Application, Chapter 1, 

Appendix 1 B, Figure 1B.1. 
137 Application, Chapter 8, para. 2. 
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 Customer satisfaction measures: Provide information to assess the provision of 

ICBC’s services from a customer point of view at key interaction points; 

 Financial measures: Provide information to assess the adequacy of premiums, 

capital, and investment returns that are used in the provision of Basic insurance; 

and, 

 Operational excellence measures: Provide information to assess the efficiency 

of servicing Basic insurance policies and claims.138 

97. ICBC is also proposing to remove certain metrics from the Performance 

Measures chapter, while continuing to report on the information in the context of other 

applicable chapters.  ICBC explained that these changes in presentation are appropriate 

because additional context is required to interpret the trends properly (such as metrics for legal 

representation and road safety statistics).139   

98. None of these presentation-focused proposals alters the amount of information 

available to the BCUC and interveners.   

(b) ICBC is Adding Explanatory Discussion to Some Measures 

99. In some cases, ICBC will be providing more discussion of measures and their 

components, including additional reporting of BI frequency and BI severity as explanatory 

factors for the Basic Loss Ratio.  ICBC is also including additional information in the Claims 

Services Satisfaction measure by including the First Notice of Loss survey with Closed Claims 

surveys.140   

(c) ICBC Is Replacing Some Metrics With More Refined Ones 

100. ICBC’s proposal also replaces several metrics with ones that offer more insight - 

an objective that should be encouraged:  

                                                      
138 Application, Chapter 8, Figure 8.1, p. 8-3.   
139 Application, Chapter 8, Figure 8.2, p. 8-4.   
140 2019.1 RR RL.2.1; 2019.1 RR BCOAPO.3.2. 
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 ICBC is proposing to replace Cost Per Policy in Force with two more granular 

measures that provide insight into (a) operating costs related to claims volume 

and complexity (Loss Adjustment Ratio) and (b) operating expenses related to 

the administration of insurance policies and changes in premiums (Insurance 

Expense Ratio).  In the Cost Per Policy in Force, the rising costs associated with 

managing claims are overshadowing the cost control efforts related to the rest of 

the insurance business.  This change therefore provides better information.141 

 The Legal Representation Conversion Rate, which ICBC proposes to substitute for 

the Legal Representation Rate, is a more refined measure.  The Legal 

Representation Conversion Rate has a numerator and denominator that are fully 

aligned.  The two measures still track in a similar manner.142      

 ICBC is proposing to replace Claims Services Satisfaction (Closed Claims Only) 

with Claims Services Satisfaction (Closed Claims and First Notice of Loss (FNOL)).  

ICBC is amenable to presenting the results for Closed Claims and FNOL 

separately, but submits that the target should be based on the combined values.  

The combined measure provides a holistic view of the entire claims process.  It 

aligns with customers’ perspectives, since they consider FNOL and Closed Claim 

interactions to be two points within one single transaction.143  The survey 

questions for Closed Claims and FNOL are similar to permit consistent 

measurement.144  

 ICBC proposes to replace the Crash Rate with the Crash Frequency.  The latter 

“provides a closer relation with the claims frequencies used in the actuarial 

analysis.”  It is also the primary statistic monitored by ICBC’s Road Safety 

                                                      
141 2019.1 RR BCUC.81.1 (attaching 2017.1 RR BCUC.55.1). 
142 Application, Chapter 4, para. 50, Chapter 8, Appendix 8 A, para. 78; 2019.1 RR BCUC.79.1.2; 2019.1 RR 

BCUC.79.2.  The response to 2019.1 RR BCUC.79.1 provides a graphic representation of how the two measures 
compare based on historical data.   

143 2019.1 RR BCUC.77.1. 
144 2019.1 RR BCUC.77.3. 
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programs, which informs the province’s overall road safety performance.145  

Alignment is appropriate.   

 The New Driver Crash Conversion Rate (NDCCR) - the ratio of the crash rate for 

new drivers to the crash rate involving an experienced driver - produces 

misleading results because it treats people as new drivers even after they have 

several years of experience.  ICBC is proposing to develop a new, more probative 

statistic, once its review of the Graduated Licensing Program is complete.146  In 

the meantime ICBC will monitor statistics related to new drivers. 

 ICBC is proposing to replace the Claims Efficiency Ratio with the Loss Adjustment 

Ratio.  These ratios are calculated in a similar way, but the Claims Efficiency Ratio 

is failing to account for areas of the business that are integral to claims cost 

management.  In particular, it is missing the Special Investigations Unit, which 

addresses auto crime and fraud prevention and detection.147 

101. ICBC explains in the response to 2019.1 RR BCUC.76.1 how comparability with 

historical performance is maintained.   

(d) The Discontinued Measures Are Confusing, No Longer Meaningful or 
Overshadowed by Other Metrics 

102. ICBC has proposed to discontinue some performance measures, for the reasons 

discussed in Appendix 8 B.  The discontinued measures are confusing, no longer meaningful or 

are overshadowed by other metrics.   

 Avoiding confusion: Injury paid severity, BI reported frequency, and the injured 

person rate have been a source of confusion.  They have a superficial 

comparability to claims statistics in the actuarial rate indication analysis, 

                                                      
145 Application, Chapter 8, Appendix 8 A, para. 80. 
146 Application, Chapter 8, Appendix 8 A, paras. 82 and 83. 
147 2019.1 RR BCUC.78.2. 
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whereas the relationship is in fact more complex.148  Also, fluctuations in injury 

paid severity are generally attributable to a change in the mix of claims from 

year to year, which undermines its usefulness as a measure.  ICBC uses 

segmented data in its operations to avoid this skewing.149  

 Metrics that are overshadowed by others:  

 Certain metrics, such as the New Claims Initiation and Customer Contact 

Service Level, are more operational in nature.  These call wait times are 

no longer considered to be a leading indicator of customer satisfaction at 

the call centres.  The focus, from a customer perspective, should be on 

efficient and effective resolution of the customer’s enquiries, using the 

leading indicators used in the business.150   

 The number of complaints to the Fairness Commissioner is far too small 

for changes in the number from year to year to be statistically 

meaningful.  As a result, it is unlikely to impact corporate strategy. 

Customer satisfaction surveys, the results of which are reported to the 

BCUC, provide more actionable information.  The Fairness Commissioner 

makes the information available to the public.151  

 Outlived usefulness:  

 The Customer Approval Index (CAI), which ICBC is proposing to 

discontinue, has not been meaningful to ICBC’s business for a number of 

years.  Unlike ICBC’s customer satisfaction surveys, the CAI’s design and 

intent precludes its use at the operational level or to improve customer 

satisfaction.  It captures customer sentiments that can arise from factors 

                                                      
148 For the source of confusion for injury paid severity and BI reported frequency, see 2019.1 RR BCUC.80.1-2.  For 

the source of confusion with the injured person rate, see 2019.1 RR BCUC.81.1 (attaching 2017.1 RR 
BCUC.58.1). 

149 2019.1 RR BCUC.80.1-2. 
150 2019.1 RR MoveUP.2.3; 2019.1 RR MoveUP.3.4.2; 2019.1 RR BCUC.81.1 (attaching 2017.1 RR BCUC.50.1); 

Application, Chapter 8, Appendix 8 B, pp. 8B-6 and 8B-7. 
151 2019.1 RR BCUC.82.1; Application, Chapter 8, p. 8-5. 



- 46 - 

 

that are out of ICBC’s control, and there is insufficient specificity to 

indicate the experiences that shaped their perceptions.152  Discontinuing 

this metric will save approximately $40,000 per year.153   

 Reporting on survey questions related to Optional insurance are a vestige 

of a time when it was anticipated that the BCUC would be regulating 

Optional insurance.  This never occurred, and the reporting should be 

discontinued.154  

(e) ICBC’s Proposals Maintain Transparency and Permit Comparability 

103. It is overly simplistic to equate ICBC’s proposals with decreased transparency, 

lowered comparability or loss of continuity.  Some of ICBC’s proposals will result in more 

discussion of measures and their components.155  The concern about loss of transparency with 

discontinued metrics presumes that the discontinued metric is adding value, when in reality 

some of the current metrics have outlived their usefulness.  ICBC put it this way:  

The discontinuation of certain existing metrics means that there is in theory less 
information presented (at least in the performance measures chapter).  
However, ICBC believes it would be a misnomer to consider this a disadvantage.  
ICBC takes the view that having more meaningful information, and having that 
information presented in proper context in other chapters where appropriate, is 
better than simply having more information.156   

104. ICBC can also still provide comparability and continuity of analysis with historical 

performance of proposed replacement performance measures.157  ICBC believes that the 

proposed measures will remain relevant after product reform.158 

                                                      
152 2019.1 RR BCUC.77.4; 2019.1 RR BCUC.81.1 (attaching 2017.1 RR BCUC.51.1). 
153 2019.1 RR BCOAPO.3.2. 
154 2017.1 RR RM.7.6. 
155 2019.1 RR BCOAPO.3.2; Application, Chapter 8, Appendix 8 A. 
156 2019.1 RR RL.2.4. 
157 2019.1 RR BCUC.76.1. 
158 2019.1 RR RM.5.3. 
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(f) Continued Transitional Reporting on the Transformation Program (TP) Is 
Unnecessary When TP Ended in 2016 

105. ICBC has included TP-specific reporting in the past several revenue requirements 

applications.  The TP reporting has included: (a) measuring and reporting on TP benefits, (b) 

reporting on the re-allocation of TP costs; and (c) reporting on transitional period operational 

metrics related to Claims Transformation.  TP was completed in 2016, almost three years 

ago.159  Ongoing reporting on the TP project has outlived its usefulness and should be 

discontinued.  

 Continuing to report on TP benefits adds no value - TP has been a significant 

success.  As of the end of 2016, the annual benefits from TP are $157 million - 

over $50 million more each year than ICBC had originally forecasted in 2012.160  

As can be seen in Appendix 8 D, Figure 8D.1, the corporate TP benefits have 

stabilized at an annual savings in excess of $150 million as of the 2016 calendar 

year.  In its 2012 TP benefits forecast, the annual savings were expected to 

stabilize at $100 million as of the 2018 calendar year.  The overall savings are 

therefore more than expected, and ahead of plan.  The Basic insurance portion 

of the benefits specifically related to Claims Transformation is much higher than 

anticipated as well (compare forecast of $47 million to actual of $118 million in 

2016).161   The savings from TP are now fully embedded in ICBC’s operating 

results, including the BI severity trend.162   

 There are not going to be any more reallocations of TP costs - The reallocations 

that took place in prior years have been reported in the previous RRAs. The 

impact has been absorbed into the operating expense budget with no net impact 

for Basic insurance rates.  Most of the costs for items that will continue into 

future years (e.g., depreciation and parallel processing costs) are already known 

                                                      
159 Application, Chapter 8, para. 14. 

160 Application, Appendix 8 D, Figure 8D.1. 

161 Application, Chapter 8, para. 18. 
162 Application, Chapter 8, para. 14; 2019.1 RR BCUC.85.1; 2019.1 RR BCUC.87.3. This is the subject matter of 

Application, Chapter 8, Appendix 8 D. 
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and the impact on the rate indication will not change significantly from year to 

year.163   

 Transitional metrics unnecessary when transition is done - With TP having 

completed almost three years ago, transitional metrics intended to measure 

disruption associated with the transformative work are unnecessary.164  The 

stabilization period is long since completed.  Staff are fully proficient in the new 

systems and processes from an operational perspective.165 

106. It makes much more sense for the BCUC to be focused on the current 

transformational change - product reform - than it does to continue reporting on a change (TP) 

that has long since been completed.   

C. ICBC IS DEVELOPING REPORTING FOR PRODUCT REFORM 

107. With the implementation of product reform, ICBC expects to realize financial 

benefits for Basic insurance of $1.2 billion for PY 2019.  ICBC has developed a metrics 

framework as provided in the Application, Chapter 8, Appendix 8 C and is working to implement 

the needed process and system changes to report on the measures within this framework.  

ICBC expects to complete any outstanding work by the fall of 2019.  It is premature to make any 

specific reporting proposals.  ICBC will propose reporting based on this framework as part of 

the 2020 RRA.166 

  

                                                      
163 Application, Chapter 8, para. 20. The report on this topic is provided in the Application, Chapter 8, Appendix 8 E.  

See also 2019.1 RR BCUC.85.1; 2019.1 RR BCUC.88.2. 
164 Application, Chapter 8, para. 21.  
165 2019.1 RR BCUC.85.1.  This is the subject matter of the Application, Chapter 8, Appendix 8 F. 
166 Application, Chapter 8, para. 13; 2019.1 BCUC.84.1 to 84.6.  
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PART SIX: IMPLEMENTATION AND CONCLUSION  

108. The proposed rate increase of 6.3% is just and reasonable in light of the 

expected costs of providing Basic insurance in PY 2019 and the legislative framework.  ICBC 

submits that the BCUC should approve the requested rate increase. 

109. Procedural Order G-1-19 left the determination of how to deal with any 

difference between interim and final rates to the BCUC’s final Decision.167  ICBC’s proposal for 

implementation of the requested rate change is set out in Chapter 1 of the Application.  ICBC 

submits that it is fair, and in the customers’ best interest, to defer implementation of any 

differences between interim and final rates until the next revenue requirements application.  

Relative to a utility that bills on a monthly basis, it is much more difficult and costly for ICBC to 

re-adjust to differences between the interim and final rate during the course of the year when 

customers have paid premiums once at the outset of the year.168  The proposal is consistent 

with what was ordered in the 2013 RRA Decision.169   

 
 
 
ALL OF WHICH IS RESPECTFULLY SUBMITTED. 
 
 
 
Dated: May 14, 2019  [original signed by Matthew Ghikas] 

   Matthew Ghikas 
Fasken Martineau DuMoulin LLP 
Legal Counsel to ICBC 

 
 

                                                      
167 Order G-1-19: p. 2. 
168 Application, Chapter 1, Appendix 1 A, para. 6. 
169 2019.1 RR BCUC.1.1. 


