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British Columbia Utilities Commission 

Sixth Floor, 900 Howe Street 

Vancouver, BC V6Z 2N3  

Attention: Mr. Patrick Wruck, Commission Secretary 

Dear Sirs/Mesdames: 

Re: Insurance Corporation of British Columbia (ICBC) – Application to Streamline 

Information Technology Compliance Reporting Requirements  

 

Reply Submission of ICBC 

At the Streamlined Review Process (SRP) held on June 19, 2018, ICBC’s legal counsel made 

oral submissions.  The Commission then established timelines for interveners to file written 

submissions and for ICBC to reply to them.  This letter represents ICBC’s Reply Submission.  It 

should be read in tandem with ICBC’s oral submissions.   

Introduction 

The central issue before the Commission is the extent to which additional Commission oversight 

is appropriate, over and above the review that already occurs in revenue requirements 

applications.1  The three interveners in this process are generally supportive of streamlining 

Information Technology (IT) compliance reporting.  BCOAPO endorses the proposals.2  

MoveUP suggests that, if anything, ICBC’s reporting thresholds could be even higher.3  Only 

TREAD expresses some concerns, and those are limited to certain proposals.  As discussed 

below, MoveUP’s reasoning - echoed in part by BCOAPO - is sound.  The evidence 

demonstrates that TREAD’s limited concerns are unjustified.  ICBC’s proposals will maintain 

effective Commission oversight more efficiently.   

                                                 
1 Emphasized by ICBC in a number of instances at the SRP, e.g., T:7, line 24 to T:8, line 4. 
2 BCOAPO Submission, pp. 2 and 4. 
3 MoveUP Submission, p. 4. 
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Reply to MoveUP and BCOAPO 

 ICBC Differs from Capital Intensive Utilities 

MoveUP’s and BCOAPO’s broad support for ICBC’s proposals is based, in part, on (a) the 

limitations on the Commission’s jurisdiction regarding ICBC’s capital investments, and (b) the 

differences between ICBC and a capital-intensive utility that is regulated based on a rate base / 

rate of return methodology.  ICBC is not a utility at law.4  ICBC is far less capital intensive.  IT 

depreciation expense represents a very small fraction of the Basic revenue requirement.5  ICBC 

thus agrees6 with the following description of the Commission’s jurisdiction, as articulated by 

MoveUP7 (and endorsed by BCOAPO8): 

That means that the Corporation does not require Commission approval of its 

capital projects, in the sense that the Commission does not have the direct 

authority to prevent ICBC from proceeding with a project, or to attach conditions 

to a project.   

The Commission’s direct oversight role over ICBC capital spending consists of 

maintaining cognizance of projects, programs and services, and determining the 

extent to which ICBC can recover its capital costs from policyholders.  

The Commission’s inability to approve or deny capital projects, and the limited impact of IT 

capital on Basic premiums, do not mean that the Commission should necessarily refrain from 

requiring IT capital reporting at all.  It does, however, mean that the potential benefit of requiring 

reporting on IT capital is more limited than it would be for a utility.  It is reasonable for this 

consideration to inform the financial thresholds, as well as the frequency and content of 

reporting.    

The long track record of IT reporting, cited favourably by all three interveners, supports ICBC’s 

proposals. 

 “Material” Changes in IT Strategy Will Be Evident 

BCOAPO expresses a desire to develop a common understanding of what would represent a 

material change when it comes to the IT Strategy.9  Mr. Eastwood explained at the SRP what 

ICBC means by “materiality”: 

                                                 
4 Insurance Corporation Act, R.S.B.C. 1996, c. 228, s. 44(2): “(2) Despite subsection (1), the corporation is not a 

public utility.” 
5 Exhibit B-3, Presentation, slide 7. 
6 Counsel for ICBC addressed this point at the SRP: T:36, lines 10 to 19. 
7 MoveUP Submission, p. 2. 
8 BCOAPO Submission, p. 3. 
9 BCOAPO Submission, p. 5. 
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So, the IT strategy -- so you can imagine it's like a road map. So if we're changing 

the ultimate destination for where we're going, that would be reflected. That 

would be a material change to that IT strategic plan. So anything that would 

deviate from the previously filed strategic plan would suggest that a direction that 

is no longer valid, or that the plan's taken a new direction, that would be 

considered to be material.  

So an example would be when we look at the use of cloud-based technologies 

moving forward, which is quite prevalent in the industry. Today if we would 

decide to move towards that direction, that would be in the strategic plan. If we 

decided that was no longer appropriate for the Corporation going forward, that 

would be a significant deviation and would be reflected in the update.10 

ICBC submits that this is a reasonable basis on which to proceed.   

Reply to TREAD 

TREAD also generally agrees with ICBC’s objective of seeking to target compliance reporting 

on aspects of IT capital and related planning that have the greatest impacts on Basic insurance 

ratepayers.11  TREAD has, however, identified a few areas of concern, to which ICBC responds 

below. 

 IT Capital Is Peripheral to PricewaterhouseCoopers Review and RAAP 

TREAD expresses concern about whether “the increments of some changes may be too large, 

particularly at a time when government and third party [i.e., PricewaterhouseCoopers] review of 

ICBC is ongoing and significant and has the potential to change ICBC’s systems and business 

practices in ways that may impact ICBC’s IT capital and strategy.”12  ICBC makes three points 

in response.   

First, the change in threshold is, in terms of real impact on policyholders, a very modest change.  

The difference between the impact on Basic insurance rates associated with a $5 million project 

versus the impact associated with a $1 million project is 14 cents on an average policy premium 

of over $1,000:13    

                                                 
10 T:57, lines 10 to 26. 
11 TREAD Submission, p. 3. 
12 TREAD Submission, p. 3. 
13 Exhibit B-3, Presentation, slide 9. 
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Second, the PricewaterhouseCoopers review was completed in February 2018, and its results are 

known.  It is not “ongoing”, as TREAD states. 

Third, while the link TREAD is making between this Application and the ongoing review of 

ICBC and Government’s Rate Affordability Action Plan (RAAP) initiatives might sound logical 

at first blush, the evidence demonstrates that IT capital reporting is really a distinct matter.   

 The PricewaterhouseCoopers operational review referenced by TREAD had essentially 

no implications for IT.  Mr. Eastwood stated: “The in-depth file review that was 

undertaken by PwC was not focused on the IT process.  It was focused on the lines of 

business particularly around the claims payment process.”  The only recommendation 

related to IT was with respect to automating aspects of ICBC’s accounts payable 

function.14   

 ICBC’s evidence was that IT is also peripheral to RAAP.  Mr. Eastwood explained: 

… the very intent of the transformation initiative was to bring in initially 

standard applications in software that could be easily leveraged, that could 

quickly produce new projects for the organization for our customers.  

The RAAP itself would be leveraging those investments going forward. 

So there is very, very few so far. We've only identified the guidewire 

rating engine, new technical needs for the organization going forward, 

therefore that translates to significantly lower degree new technology risk 

moving forward.15 

  

                                                 
14 T:82, line 8 to T:83, line 1. 
15 T:29, line 22 to T:30, line 7.  See also Exhibit B-2, response to questions 2018 ITST BCUC.9.2 and 2018 ITST 

TREAD.5.1-2. 
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He reiterated: 

To this stage, we haven’t seen anything coming through that RAAP 

initiative that is driving technology change, significant change, to the IT 

strategic plan.16 

Measuring Variances Using Refined Estimates and Expected Completion Cost 

Provides More Meaningful Information  

TREAD also indicates that it “considers early and reliable identification of material variances to 

be critical for effective oversight”.17  ICBC’s proposals will allow for this.  In fact, the proposals 

will improve the presentation of data to facilitate the Commission’s review.   

 First, ICBC identified that part of the issue with the current IT capital plan is that 

the three year scan period necessitates the use of placeholder numbers in the third 

year.  Assessing variances from a placeholder is a meaningless exercise.  Mr. 

Eastwood addressed this point:  

The reality is, is IT evolves and changes, providing forecasts for capital 

expense three years out is somewhat difficult. While the rigour and focus 

we put on the first two years means those numbers in the two year forecast 

are fairly accurate, and have gone through extreme rigour.  

The third year tends to be a reflection, and a best guess or placeholder 

based on the previous two years of information. Changing to a two-year 

forecast would also help us reduce the potential for skewed forecast 

trends, which can arise from how we forecasts, not predicting changing 

technology over that two year, three year cycle.  

There are also efficiencies for ICBC to not have to provide a three-year 

forecast, which involves providing analysis of variances between years 

two and three. These tend to be more driven by timing changes.18 

 Second, the tables in the IT capital plan will present information differently, so as 

to focus on the current spend and the estimate to completion.  The year to year 

variances are less relevant because they can be driven by schedule changes.19  Mr. 

Eastwood elaborated:  

The idea of the table is to make sure, particularly with the focus on 

estimation to completion, it's very easy to see significant deviations from 

                                                 
16 T:53, lines 21 to 23.  See also: T:71, lines 10 to 14; Exhibit B-2, response to question 2018 ITST BCUC.9.1. 
17 TREAD Submission, p. 4. 
18 T:17, lines 9 to 26. 
19 Exhibit B-2, response to 2018 ITST BCUC.4.2. 
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the project. So the Commission can very quickly identify where we've got 

issues with funding or with -- issues with the actual scheduling of the 

project. We didn’t want to over complicate it and then that would distract 

away from the minutiae or distract away from the overall success or 

failure of the initiative.20 

 Third, Mr. Leong confirmed that variances will continue to be discussed in the IT 

capital plan: “At each line item where there is a significant deviation from a 

reporting perspective, there will be a paragraph explaining what the changes are, 

be it up or down.”21 

 Fourth, ICBC also agreed during the SRP to include some additional information 

on projected start and completion dates that was requested by Commission Staff.22 

 The Time Saved on Reporting Will Go to Good Use 

TREAD encourages ICBC to provide some degree of assurance that ICBC staff who would 

otherwise be busy with compliance reporting will divert those extra hours and effort to other 

tasks that will have a meaningful positive impact on Basic insurance ratepayers.23  ICBC staff 

involved with the preparation of IT Capital reports24 all have “day jobs” that are important to the 

cost-effective delivery of Basic insurance.  For instance, the executives who review the filings 

also provide leadership on ICBC’s corporate priorities, including leading the implementation of 

important RAAP initiatives.  Finance staff are also heavily involved in RAAP.25  Mr. Eastwood, 

as Chief Information Officer, is responsible for IT project delivery.  His staff are involved in 

executing projects.  While it is impractical to provide a definitive accounting of the reallocation 

of staff time, there is no question that the many hours currently occupied preparing reporting will 

be put to good use.26   

Conclusion  

ICBC respectfully submits that there is a compelling case for approving the orders it is seeking.   

                                                 
20 T:68, lines 6 to 15. 
21 T:52, lines 7 to 11. 
22 T:65, lines 3-12.  ICBC confirmed it will provide (1) forecast end dates for those projects that are in the active 

schedule to allow comparison to the original plan schedule, (2) new anticipated start and end dates for projects 

where the status is not yet started.  
23 TREAD Submission, p. 5. 
24 Exhibit B-2, response to question 2018 ITST TREAD.6.1-3. 
25 Exhibit B-2, response to question 2018 ITST BCUC.8.3. 
26 ICBC summed-up the rationale as follows in Exhibit B-2, in the response to question 2018 ITST TREAD.6.1-3: 

“… ICBC believes that a higher threshold would allow ICBC and the Commission to focus on higher 

impact/risk projects…”. 
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Yours truly, 

FASKEN MARTINEAU DuMOULIN LLP 

 

[Original signed by] 

 

Matthew Ghikas 

Personal Law Corporation 

MTG/mg 


