151 West Esplanade, North Vancouver, BC. V7M 3H9
ﬂ regaffairs@icbc.com

December 15, 2022

British Columbia Utilities Commission
Suite 410

900 Howe Street

Vancouver, BC V6Z 2N3

Attention:  Ms. Sara Hardgrave, Acting Commission Secretary and Manager, Regulatory
Services

Re: ICBC’s 2023 Revenue Requirements Application

Dear Ms. Hardgrave:

Enclosed is ICBC’s Application requesting several approvals from the BCUC for Policy Year
(PY) 2023 with respect to universal compulsory automobile insurance (Basic insurance). This
Application is being filed today in accordance with Special Direction IC2 to the BC Ultilities
Commission, BC Regulation 307/2004 (Special Direction 1C2), as amended by Order in Council
666/22, December 12, 2022 (B.C. Reg. 269/2022)."

In the Application, ICBC seeks approval for a Basic insurance rate change of 0% for PY 2023,
consistent with accepted actuarial practice and subject to legislative requirements. The proposed
rate change includes a capital provision equal to an amount of 7% of required premium, to
continue to build ICBC’s capital levels while also promoting rate stability in the long term. In
accordance with Special Direction IC2, the rates approved by the BCUC in response to this
Application must remain in force, unless ICBC applies for a change, throughout PY 2023. Special
Direction IC2 defines PY 2023 as encompassing the 24-month period from April 1, 2023 to March
31, 2025.

Other approvals requested in this Application relate to reporting: ICBC proposes to discontinue
reporting on the Legal Representation Conversion Rate metric, and proposes changes to the

compliance reporting schedule for the 2023/24 fiscal year.

1 Order in Council 666/2022 (gov.bc.ca)



https://www.bclaws.gov.bc.ca/civix/document/id/oic/oic_cur/0666_2022

Fe

The Application also provides responses to BCUC directives from the October 28, 2021 Decision
on the 2021 Revenue Requirements Application (Order G-307-21) and the April 7, 2022 Decision
on ICBC’s Application in Support of a Basic Insurance Relief Rebate (Order G-96-22).

ICBC requests that the information redacted from Chapter 8, Appendix 8J — 2022/23 Annual
Information Technology Capital Expenditure Plan be kept confidential. Public disclosure of this
information could influence negotiations on current and future IT capital projects and may result
in economic harm to ICBC and its customers. ICBC has provided an un-redacted version of
Chapter 8, Appendix 8J to the BCUC under a separate confidential cover. Should interveners
require access to the information filed under confidential cover, ICBC requests that an appropriate
undertaking of confidentiality be signed before any confidential information is released. ICBC asks
that the BCUC inform ICBC should any requests for confidential information be made and that

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

ICBC respectfully submits that the proposed rate change in this Application meets the
requirements of accepted actuarial practice and applicable legislation. The proposed Basic
insurance rate change sought in this Application is fair, just and reasonable. ICBC seeks approval
on an interim basis by January 16, 2023, pending the BCUC’s final decision. ICBC requests that
any difference between the interim and final approved Basic insurance rate change for PY 2023
be reflected in policies beginning April 1, 2024. This approach is the most cost-effective and helps

minimize customer impacts.
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Kindly direct all communication regarding this Application to:

Randy Yu Matthew Ghikas and Madison Grist
Senior Manager, Regulatory Affairs Legal Counsel

ICBC Fasken Martineau DuMoulin LLP
Head Office, Room 504 Suite 2900

151 W Esplanade North Vancouver, BC 550 Burrard Street, Vancouver, BC
V7M 3H9 V6C 0A3

Telephone: 604-982-2441 Telephone: 604-631-3191

604-631-3114

Email: randy.yu@icbc.com Email: mghikas@fasken.com
mgrist@fasken.com

Sincerely,

Randy Yu

Senior Manager, Regulatory Affairs

Cc: Bill Carpenter, Vice President, Insurance, ICBC

Enclosure
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A EXECUTIVE SUMMARY

1. ICBC is a provincial Crown corporation that is the sole provider of universal compulsory
automobile insurance (Basic insurance) to BC motorists. Basic insurance is regulated by the
BCUC, and ICBC is required to submit a general Basic rate change application (referred to as a
Revenue Requirements Application (RRA)) to the BCUC every year in order to set rates for the
upcoming policy year.! ICBC does not earn a profit or any return for the Government on Basic
insurance; rather, it is a “closed system”, in which all variances between required and collected
premiums remain in the corporation as Basic capital and get accounted for in future rate setting.
ICBC also provides customers with Optional insurance coverages, operating under an open

competitive regulatory framework which is not regulated by the BCUC.

2. In this Application, ICBC requests BCUC approval of a rate change of 0% for Policy
Year (PY) 2023, which Special Direction IC2, as amended by Order in Council 666/22,
December 12, 2022 (B.C. Reg. 269/2022) defines as encompassing Basic insurance policies sold
during the 24-month period from April 1, 2023 to March 31, 2025. In other words, ICBC is
proposing that the rates for PY 2023 remain unchanged. ICBC’s request is based on the combined

effect of actuarial analysis and a legislative overlay.

3. ICBC’s ability to maintain current rates for PY 2023 is enabled by the continued benefits
of adopting Enhanced Care on May 1, 2021. The cost of servicing and paying out claims continues
to represent, by far, the largest cost component of ICBC’s Basic insurance costs. Before the
Enhanced Care product was implemented, ICBC was challenged with increasing claims costs,
particularly Bodily Injury (BI) claims costs, which had increased at rates much higher than inflation.
Even with significant efforts to manage claims costs as described in previous revenue
requirements applications, successive annual net losses put a strain on ICBC’s capital position,
jeopardizing its ability to provide British Columbians with affordable Basic insurance coverage.
Enhanced Care removed a significant amount of costs from the system while increasing eligible
benefits for injured customers and improving rate affordability by lowering Basic insurance rates
by 15% on May 1, 2021.

4. Not only are Basic insurance costs lower and expected to be more stable under Enhanced
Care, ICBC’s New Money Rate has increased for this policy year resulting in an increase in
projected investment income on new premiums collected. Coupled with an overall decrease in

the capital provision, the actuarial indicated rate change for the 24-month period is -6.5%.

1 Unless directed otherwise.
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5. The proposed 0% Basic rate change over a 24-month period allows ICBC to rebuild its
depleted capital and absorb unexpected adverse events like volatility in the investment market.
Volatility in the investment market has been the main driver in the reduction of ICBC’s Basic
Minimum Capital Test (MCT) ratio in the first half of the 2022/23 fiscal year.

6. In addition, the proposed 0% Basic insurance rate change positions ICBC well to absorb
longer-term uncertainty around the current economic environment, crash frequency and claims
cost estimates under a new Enhanced Care product. Under the new product, claims payments
can occur well into the future especially for those claimants who are more seriously injured. As
this is a new product within BC, actuarial best estimates rely on data from another jurisdiction,
adding to the uncertainty of ICBC’s Basic insurance costs. Furthermore, there could be additional
inflationary costs pressures on vehicle repair parts costs and vehicle prices, as well as capacity
issues in the vehicle repair industry and parts shortages affected by the disruptions in supply
chains. Please refer to Chapter 7, Appendix 7B, Claims Cost Management for details.

7. In summary, a 24-month rate change set at 0% provides customers with stable rates for
two years while allowing ICBC to rebuild capital to help weather future financial adversity, which

in turn, will support stable and predictable rates in the longer term.

8. ICBC respectfully submits that the approvals sought in this Application are just and
reasonable and should be approved. ICBC’s requests are included in a draft order for the BCUC,
attached to this Chapter as Appendix 1A, BCUC Draft Order to the 2023 RRA.

B OVERVIEW OF THE PROPOSED RATE CHANGE

9. The legal framework governing the BCUC’s regulation of ICBC includes Special
Direction IC2 to the BCUC Utilities Commission, B.C. Regulation 307/2004, as amended (Special
Direction IC2). Recent amendments to Special Direction IC2 are discussed in Chapter 2, The
Legislative and Regulatory Framework. The amendments provide key parameters for this

Application, including stipulating:

e Policy Year 2023 covers a 24-month period, beginning on April 1, 2023 and ending on
March 31, 2025.

¢ While the capital management plan (CMP) in existence on May 27, 2016 must remain
in place, the capital build or release and maintenance provisions are replaced by a

capital provision equal to an amount of 7% of required premium.
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¢ The rate smoothing provision requiring a rate change based on a +/- 1.5 percentage

point band on the previous rate change has been removed.

e The provision to set rates in a manner that allows ICBC to maintain MCT at 100% is
suspended for PY 2023.

10. Special Direction IC2 states that the general rate change cannot be less than 0%, which
ICBC refers to as a "rate change floor". The actuarially indicated rate change for PY 2023 of -6.5%
reflects best estimates of ICBC’s actuaries and is in accordance with Accepted Actuarial Practice
(AAP) in Canada, subject to applicable legislation. The proposed rate change in the Application
is consistent with applying the rate change floor to the actuarial indicated rate change. As in
previous applications, details of the actuarial indicated rate change are provided in Chapter 3,
Actuarial Indicated Rate Change Analysis, and some additional information on the rate change

floor is included in Chapter 4, Capital Management Plan.

11. The proposed 0% rate change (supported by the application of a rate change floor)
provides rate stability to customers over the 24-month period and helps build additional capital
over a period where capital levels are below management targets. A proposed 0% rate change

also mitigates some uncertainty around ICBC’s estimates during the 24-month policy period.

12. Some of the costs associated with these uncertainties are offset by higher expected
investment return forecasts for PY 2023. Interest rate movements and the continued transition of
the ICBC investment portfolio toward the strategic asset mix have created higher estimates of

investment yields for PY 2023.

13. In preparing this Application, ICBC’s actuaries and the external actuary have noted they
cannot foresee any change in assumption that would accord with accepted actuarial practice and
would result in a change to the PY 2023 actuarial indicated rate change such that it would be
greater than the proposed rate change of 0%, given the magnitude of the differential between the
rate change floor and the actuarial indicated rate change.
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C OTHER REQUESTS FOR APPROVAL

C.1  DISCONTINUE REPORTING ON LEGAL REPRESENTATION CONVERSION RATE

14. With the implementation of the Rate Affordability Action Plan (RAAP) product reforms on
April 1, 2019 and the subsequent transition to the Enhanced Care model on May 1, 2021, there
are very few new legal-based (tort) claims being opened. Litigation costs and BI claim payments
have been significantly removed from ICBC’s costs. Due to the low number of new legal-based
Bl claims being opened, particularly since the implementation of Enhanced Care, the Legal
Representation Conversion Rate (LRCR) metric no longer provides a meaningful comparison with
prior fiscal years when ICBC was under legal-based insurance models. As a result, ICBC no
longer has a business need to continue to monitor legal representation and therefore proposes to
discontinue reporting on the LRCR in future RRAs. Please refer to Chapter 8, Appendix 8F, Injury

Claim Transition to the Enhanced Care model and LRCR for more details.

C.2 PROPOSED DATES FOR COMPLIANCE REPORTING

15. Special Direction IC2 exempts ICBC from the requirements to apply for a rate change
order by December 15, 2023, but does not exempt ICBC from filing fiscal year 2023/24 annual
compliance reports that are the subject of prior BCUC orders. While the annual filing dates work
in one instance, ICBC believes that it is reasonable to adjust the timing of two reports. Figure 1.1

sets out ICBC'’s proposed filing dates for various filings and the rationale for each proposal.

Insurance Corporation of British Columbia 1-4
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Figure 1.1 — Compliance Reporting Timetable Proposal

Compliance Filing Date if No Proposed Next
Report ol RRA Filing Date REESCIL

Road Safety | May 19, 2015 September 30 December 15, 2024 There are no new programs
Decision on the requiring an update in
2014 Revenue FY2023/24. ICBC publicly
Requirements provides a significant
Application amount of road safety
(Order G-81-15) information in the media as

well as on icbc.com.
Performance | May 11, 2016 August 31 December 15, 2023 To align the timing of the
Measures Letter (L-10-16) compliance report with the

IT Strategic Plan.

Information August 9, 2010 The requirement | December 15, 2023 ICBC is requesting to

Technology | Letter (L-61-10) is to file on a maintain the December 15

(IT) Capital consistent annual annual date and file

Expenditure date, which has concurrently with

Report been Performance Measures and
December 15. the IT Strategic Plan.

16. In accordance with the BCUC’s July 26, 2018 Decision on ICBC’s Application to
Streamline Information Technology Compliance Reporting Requirements (Order G-139-18),
ICBC is directed to file, once every three years, an Information Technology (IT) Strategic Plan in
the RRA with the BCUC. ICBC last filed this report with the 2021 RRA and will file the next report
on December 15, 2023, in alignment with Order G-139-18.

17. ICBC will submit a review of its Financial Allocation Methodology in December 2023 in
accordance with the October 28, 2021 Decision on the Policy Year 2021 RRA, Order G-307-21.

D RESPONSES TO BCUC DIRECTIVES G-307-21 AND G-96-22

18. Figure 1.2 below sets out the BCUC’s directions from the October 28, 2021 Decision on
the 2021 RRA (Order G-307-21). It highlights the information that ICBC is to provide in this
Application and includes where the information is located. In addition, this figure also includes
ICBC’s response to the BCUC's direction in its April 7, 2022 Decision on the Basic Insurance
Relief Rebate Application (Order G-96-22).

Insurance Corporation of British Columbia 1-5
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Figure 1.2 — Responses to BCUC Directives

cost of the Relief Rebate and the associated impacts as
part of its next application for a general rate change,
which is scheduled to be filed by December 15, 2022.

Directions Related to Order G-307-21 Page | Location of ICBC’s Response
ICBC is directed to provide an analysis of the expected 35 | The analysis is contained in

savings that will be achieved and the forecast versus Chapter 6, Operating Expenses and
actual savings achieved in FY 2022/23 and 2023/24 Allocation Information, Sub-section
related to phasing out the modified tort and full tort D.1.3.

insurance models, as part of its next general rate

change application for PY 2023, which is scheduled to

be filed by December 15, 2022.

Given interveners’ desire to have input into design 40 ICBC conducted an information
elements of this new capital management plan, and workshop on June 23, 2022.

ICBC'’s stated willingness to hold an information session

for interveners and BCUC staff prior to filing that plan,

the Panel expects and encourages ICBC to do so by

the summer of 2022 before finalizing that plan for filing

with the BCUC.

The Panel approves the combining of the Insurance 58 | The reporting of the combined
Expense Ratio with the Non-Insurance Expense Ratio Expense Ratios, including the

into a new measure to be referred to as the Expense continued reporting of the Insurance
Ratio. At the same time, the Panel directs ICBC to Expense Ratio can be found in
continue reporting on the Insurance Expense Ratio as a Chapter 8, Compliance Reports
separate measure to better reflect its actual insurance Appendix 8A Performance Measures.
operations.

Directions Related to Order G-96-22 Page | ICBC’s Response

ICBC is directed to report on the actual administrative 2 ICBC was directed to report the actual

administrative costs incurred in
distributing the Relief Rebate to
customers and reports $2.74 million
of costs incurred to date against a
budget of $5 million.*

1ICBC is still handling costs associated with reissuances and exceptions.

E IMPLEMENTATION OF ORDER AND INTERIM RATE CONSIDERATIONS

19. ICBC requests that the BCUC approve the proposed 0% Basic insurance rate change for
PY 2023 on an interim basis by January 16, 2023, to be effective April 1, 2023.

20. In the event that the BCUC approves a final rate change which is different from the

proposed 0% rate change, there will be impacts on Basic insurance certificates written between

April 1, 2023 and the date that the BCUC implements the new final rate. ICBC has proposed an

approach to address this circumstance that generally aligns with what it has proposed in prior

RRAs.

Insurance Corporation of British Columbia
December 15, 2022
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E.l DEFERRAL OF ANY DIFFERENCE BETWEEN INTERIM AND FINAL RATE

21. ICBC proposes to defer the implementation of any rate variances arising from the BCUC’s
final decision to policies on April 1, 2024. Given the 24-month policy year, it is possible to
implement rate variations arising from the BCUC’s final decision into policies beginning
April 1, 2024. Under this proposal, most customers will see a full year of the interim rate of 0%
and upon renewal in the subsequent year will see the impacts of the variance between the final
rate and the interim rate. ICBC has selected April 1, 2024 to align with the on-going effective dates

of Basic insurance rate changes.

22. Deferring the implementation of rate variances until what would normally have been the
following policy year will prevent customer confusion and dissatisfaction by eliminating the need
to adjust the premium paid mid-way through the policy. Further, ICBC expects operational savings
from avoiding back-billing active certificates, and will eliminate operational and distribution costs

from issuing refund cheques.

E.2 EFFECTIVE DATE OF IMPACT ON DRIVER PENALTY POINT PREMIUM AND
DRIVER RISK PREMIUM

23. Premiums associated with the Driver Penalty Point (DPP) Premium and Driver Risk
Premium (DRP) will reflect the general Basic insurance rate change once the BCUC has approved
permanent rates. In the event that BCUC approves a final rate change, which is different from the
proposed 0% rate change, ICBC proposes to implement the DPP and DRP rate change effective
on the first day of the month at least 60 days following the date of the final order. For example, if
the BCUC's final decision is rendered on September 15, 2023, then changes to the DPP and DRP
would be applied on December 1, 2023.

F APPLICATION ORGANIZATION AND STRUCTURE

24, This Application continues to separate the rate-related content from the compliance
reporting content, in recognition of the forward-focused view associated with the proposed rate
change versus the historical view of compliance-related content that does not affect the proposed

rate change.

25. For greater clarity, Chapters 2 to 7 contain information affecting the proposed rate change.
Chapter 8, Compliance Reporting, provides the reporting required in accordance with previous

BCUC orders but has no bearing on the proposed rate change. To assist readers’ understanding

Insurance Corporation of British Columbia 1-7
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of the terminologies and acronyms used throughout this Application, a Participants’ Reference

Guide has been appended to the Application.

26. Figure 1.3 lists the chapters in the Application, alongside a brief summary of the purpose

of each chapter and the equivalent chapter in the 2021 RRA.

Figure 1.3 — Chapter Organization

2023 RRA

Purpose

Equivalent in

2021 RRA

Chapter 1 Provides a high-level overview of the Application inclusive of Chapter 1
Application Overview an executive summary, approvals sought, and commentary

on the directives set out in BCUC Orders G-307-21 and

G- 96-22.
Chapter 2 Provides Government Directions, Orders in Council Chapter 2
Legislative and applicable to this Application plus a chronology of legal
Chapter 3 Provides the actuarial analysis used to determine the Chapter 3
Actuarial Indicated Rate actuarial indicated rate change in accordance with accepted
Change Analysis actuarial practice, subject to applicable legislation.
Chapter 4 Provides a summary of the components within ICBC’s CMP. n/a
Capital Management Plan
Chapter 5 Discusses the New Money Rate and Yield on Capital Chapter 5
Investments Available for Rate Setting. These rates are used in the

actuarial indicated rate change analysis.
Chapter 6 Provides information on the main drivers of operating Chapter 6
Operating Expenses and expenses and on the allocation of operating expenses to
Allocation Information Basic insurance.
Chapter 7 Provides an overview of insurance distribution and claims Chapter 4
Business Operations cost management.
Chapter 8 Compliance reporting is provided in accordance with Chapter 7
Compliance Reporting previous BCUC orders requiring reports to be amalgamated

within RRAs. This information has no bearing on the

proposed rate for PY 2023.
Participants’ Reference A user guide that sets out some background on ICBC, Chapter 8
Guide provides a glossary to the acronyms used in this Application

and frequently asked questions on rate setting versus

financial reporting.

Insurance Corporation of British Columbia 1-8
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27. Figure 1.4 is a listing of compliance reports in this Application and their equivalent in the

2021 RRA. As noted above, this information has no bearing on the proposed rate for PY 2023.

Figure 1.4 — Compliance Reporting

T 2023 RRA Equivalent in 2021 RRA
(Chapter 8) (Chapter 7)

Performance Measures Appendix 8A Appendix 7A
Investment Performance Information Appendix 8B Appendix 7G
Detailed Operating Expense Information Appendix 8C Appendix 7H

Cost Allocation Tables Appendix 8D Appendix 71

Fraud Investigation Metrics Appendix 8E Appendix 7F

Road Safety Appendix 8G Appendix 7B
Government Initiatives Appendix 8H Appendix 7J
Historical Information and ) Appendix 7K

Basic Insurance Information Sharing (BIIS) Appendix 8l Appendix 7L
égg:ﬁg:gferrgﬁir?n Technology (IT) Capital Appendix 8 Appendix 7D
Information Technology (IT) Strategic Plan (no reporting requirement) | Appendix 7C

LInjury Claims Transition to Enhanced Care in Appendix 8F of this Application replaces the Rate Affordability Action
Plan (RAAP) product reform metrics that were presented in Appendix 7E of the 2021 RRA, as RAAP product reform
changes were superseded by the Enhanced Care Model on May 1, 2021.

G PROPOSED REGULATORY PROCESS

28. Figure 1.5 below sets out a proposed initial regulatory process for this Application. The
proposed process aligns with what the BCUC has adopted in prior proceedings and includes steps
that will contribute to an understanding of the Application.

Insurance Corporation of British Columbia 1-9
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Figure 1.5 - Proposed Regulatory Timetable

Process Step

Proposed Timing

Approval of Interim Rate Change

January 16, 2023

Information Workshop (If Required)

January 30, 2023

Round 1 Information Requests (IRS)

February 13, 2023

ICBC Response to Round 1 IRs

March 17, 2023

Procedural Conference

April 3, 2023

H COMMUNICATIONS

29. Communications regarding this Application should be directed to:

Randy Yu
Senior Manager, Regulatory Affairs

ICBC

Head Office, Room 504

151 W Esplanade North Vancouver, BC
V7M 3H9

Telephone: 604-982-2441

Email: randy.yu@icbc.com

Matthew Ghikas and Madison Grist
Legal Counsel

Fasken Martineau DuMoulin LLP
Suite 2900

550 Burrard Street, Vancouver, BC
V6C 0A3

Telephone: 604-631-3191
604-631-3114

Email: mghikas@fasken.com
marist@fasken.com

All of which is respectfully submitted.

December 15, 2022

INSURANCE CORPORATION OF BRITISH COLUMBIA

0
(BJQQM_M,QO(VPL_

Bill Carpenter,
Vice President, Insurance, ICBC

Insurance Corporation of British Columbia
December 15, 2022
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British Columbia Vancouver, BC Canada V6Z 2N3 TF: 1.800.663.1385
[ ] Utilities Commission bcuc.com F: 604.660.1102
ORDER NUMBER
G-xx-Year

IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and
the Insurance Corporation Act, RSBC 1996, Chapter 228, as amended
and

Insurance Corporation of British Columbia
Revenue Requirements Application for Universal Compulsory Automobile Insurance
Effective April 1, 2023

BEFORE:
Commissioner
Commissioner
Commissioner

on Month, Day, 2023

ORDER
WHEREAS:

A. On December 15, 2022, the Insurance Corporation of British Columbia (ICBC) filed an application with the
British Columbia Utilities Commission (BCUC) for its 2023 Revenue Requirements for Universal Compulsory
Automobile Insurance (Basic insurance), seeking a Basic insurance rate change order of 0 percent of current
rates for the policy year commencing April 1, 2023 (PY 2023), among other requests (Application);

B. Pursuant to the Insurance Corporation Act and Special Direction IC2 to the BCUC, BC Regulation 307/2004, as
amended (Special Direction IC2), the BCUC's jurisdiction with respect to the regulation of ICBC’s revenue
requirements and rates is restricted to Basic insurance. The BCUC has no jurisdiction over ICBC’s Optional
insurance business;

C. On December 12, 2022, the Lieutenant Governor General in Council approved Order in Council No. (OIC)
666/22 directing ICBC to file a 24-month Basic insurance revenue requirements application for PY 2023, and
to reflect in the rates a capital provision equal to 7% of the required premium for PY 2023.

D. Pursuant to section 89 of the Utilities Commission Act and section 15 of the Administrative Tribunals Act,
ICBC seeks approval of the requested rate on an interim basis for all policies, consistent with past revenue
requirements applications, with an effective date on or after April 1, 2023. ICBC further requests to defer
the implementation of any difference between interim and permanent rates until April 1, 2024; and

File XXXXX | file subject 1of2



E.

Order G-xx-2023

The BCUC has commenced review of the Application and considers that establishing an interim rate and
regulatory timetable are warranted.

NOW THEREFORE the BCUC orders as follows:

1.

Pursuant to section 89 of the Utilities Commission Act, the requested O percent rate change to Basic
insurance rates on an interim basis is approved for implementation for all existing, new or renewable
policies following the issuance of the interim rate order with an effective date on or after April 1, 2023.

ICBC is directed to file with the BCUC, within 30 days of the issuance of this order, amended Basic
insurance rate schedules in accordance with the terms of this order.

A regulatory timetable for review of the Application, as set out in Appendix A to this Order, is hereby
established.

ICBC is directed to provide notice to all Basic insurance policyholders affected by the interim rate and
the conditions under which it is subject to refund or additional billing. The notice must be given with the
Renewal Reminder, or other similar form, issued by ICBC to Basic insurance policyholders in the ordinary
course of business for renewal policies, or at the time of purchase for new policies.

ICBC is directed to provide adequate notice of the Application and a copy of this order regarding the
review of the Application to the public by including it on ICBC’s website, as soon as reasonably possible,
but no later than Month, Day, 2023.

In accordance with the Rules of Practice and Procedure as attached to BCUC Order G-178-22, parties
who wish to participate in the proceeding may submit a letter of comment, register as an interested
party or request intervener status. Parties requesting intervener status must register with the BCUC by
completing a Request to Intervene Form available on the BCUC’s website. Those requesting intervener
status are to specifically state the nature of their interest in the Application and to generally identify the
issues they intend to pursue and the extent of their anticipated involvement in the proceeding.

DATED at the City of Vancouver, in the Province of British Columbia, this XX day of January, 2023.

BY ORDER

(X. X. last name)
Commissioner

Attachments

File XXXXX | file subject 20f2



Insurance Corporation of British Columbia (ICBC) 2023 Revenue
Requirements Application (2023 RRA)

Effective April 1, 2023

REGULATORY TIMETABLE

APPENDIX A

to Order G-xx-2023

Action

Interim Rate Change Order

Information Workshop

Round 1 Information Requests

ICBC Response to Information Requests

Procedural Conference*

Date (year)

By January 16, 2023
January 30, 2023
February 13, 2023

March 17, 2023

April 3, 2023

*Location: To be determined

File XXXXX | file subject

l1of1l



APPENDIX B
to Order G-12-21

We want to hear

bcuc
oreh Colvmere frO m yO u

ICBC 2023 REVENUE REQUIREMENTS APPLICATION

On December 15, 2022, the Insurance Corporation of British Columbia (ICBC) filed an application with the British
Columbia Utilities Commission (BCUC) seeking approval for, among other things, a Universal Compulsory
Automobile Insurance (Basic insurance) rate change of 0 percent for the policy year commencing April 1, 2023.

By Order G-XX-23, the BCUC has approved ICBC’s request on an interim basis. The BCUC has established an open
and transparent public proceeding to review ICBC’s revenue requirements application, which includes an
opportunity for public comment and participation.

Any parties who wish to participate in the BCUC's regulatory review process are invited to register as
interveners, interested parties or submit letters of comment. All submissions will be considered by the Panel in
its review of the Application. For more information about the Application, please visit the Proceeding Webpage
on bcuc.com under “Regulatory Activities — Current Proceedings”.

HOW TO PARTICIPATE IMPORTANT DATES

e Submit a letter of comment 1. Day, Month Date, 2023 — Deadline to register
. . as an intervener with the BCUC

e Register as an interested party

e Request intervener status

For more information on getting involved, please visit our website (www.bcuc.com/get-involved) or contact us
at the information below.

GET MORE INFORMATION

Insurance Corporation of British Columbia British Columbia Utilities Commission
151 West Esplanade Suite 410, 900 Howe Street
North Vancouver, BC V7M 3H9 Vancouver, BC Canada V6Z 2N3

E: regaffairs@icbc.com E: Commission.Secretary@bcuc.com
Q P: 1.800.663.3051 e P: 604.660.4700

604.661.2800 (Lower Mainland)


https://www.bcuc.com/ApplicationView.aspx?ApplicationId=837
http://www.bcuc.com/get-involved
mailto:Commission.Secretary@bcuc.com

CHAPTER 2

LEGISLATIVE AND REGULATORY
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A INTRODUCTION

1. The legislative and regulatory framework in which ICBC operates is established by the
Legislature and the Lieutenant Governor in Council. Section B of this Chapter provides an
overview of this framework. Section C is an overview of the recent modifications to Special
Direction IC2 to the BC Utilities Commission, BC Regulation 307/2004, as amended (Special
Direction IC2) (provided in Appendix 2A) with Appendix 2B providing the most recent version of
Special Direction IC2 prior to these changes. Section D discusses the regulations that came into
force on May 1, 2021 to support the provision of Enhanced Care. Section E provides information
on the legislative and regulatory amendments since the 2021 Revenue Requirements Application
(2021 RRA). Section F provides an overview of a class action lawsuit brought against ICBC.
Section G discusses future accounting standards that will impact financial statements, the details

of which are contained in Appendix 2C.

2. The Actuarial Rate Level Indication Analysis contained in Chapter 3 complies with the
regulatory framework described in this Chapter. ICBC’s claims handling and operations are
reflective of both the regulatory changes in support of Enhanced Care in Section D and the

legislative and regulatory amendments since the 2021 RRA discussed in Section E.

B THE GENERAL LEGAL AND REGULATORY FRAMEWORK

3. The Insurance Corporation Act, as amended, and specified sections of the Ulilities
Commission Act (UCA), as amended by the Government from time to time provide the

overarching regulatory framework for ICBC’s provision of Basic insurance products and services.'

4, Under these two statutes, Government may, through the Lieutenant Governor in Council,

provide additional directives to:

e |ICBC pertaining to universal compulsory automobile insurance, which the BCUC is

required to recognize and accept.?

" Section 44 of the Insurance Corporation Act limits the UCA application to ICBC. For reference, section 44(1) states,
in part, “Subject to subsections (3), (6) and (7), the Utilities Commission Act, other than sections 5 (4) to (9), 22, 23 (1)
(a) to (d) and (2), 25 to 38, 40, 41, 43 (1) (b) (ii), 44.1, 44.2, 45 to 57, 59 (2) and (3), 60 (1) (b) (ii) and (2) to (4), Part
3.1, 97, 98, 106 (1) (k), 107 to 109 and 114, Parts 4 and 5 and sections 125.1 and 125.2 of that Act, applies to and in
respect of the corporation as if it were a public utility...”. In addition, section 44(2) of the Insurance Corporation Act
provides that ICBC is not a public utility.

2 Section 3 (1) (g) of Special Direction IC2: “when regulating and fixing universal compulsory vehicle insurance rates,
regulate and fix those rates in a manner that recognizes and accepts action taken by the corporation in compliance
with government directives issued to the corporation.”

Insurance Corporation of British Columbia 2-1
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e The BCUC directly, in the form of a Special Direction, as to the manner in which ICBC

is regulated.®

5. ICBC receives further oversight from the BCUC as part of its role in ensuring universal
compulsory vehicle insurance and associated services within BC are provided in a manner that
is adequate, efficient, just and reasonable.

Figure 2.1 — Schematic of the Regulatory Framework

PN
Il IT

Provincial Government

— R R R - &[®
‘ =] =}

‘ Insurance Corporation Act Utilities Commission Act BCUC

C SPECIAL DIRECTION IC2 AND THE RATE INDICATION

6. This framework, as amended, determines the provisions that are included in the actuarial

rate analysis underlying the proposed rate change contained in this Application.

7. Key aspects of Special Direction IC2 remain unchanged from prior applications, notably

the requirement to determine rates according to accepted actuarial practice.

8. Recent amendments to Special Direction IC2 (i.e., Order in Council (OIC) No. 666/2022,
B.C. Reg. 269/2022) affect the policy year definition, the capital management plan (CMP)
component of the actuarial rate indication, the customer renewal credit and the rate smoothing

provisions. Specifically, Special Direction IC2, now stipulates that:

e Policy Year (PY) 2023 covers a 24-month period, beginning on April 1, 2023 and
ending on March 31, 2025.

3 Section 47 of the ICA and section 3 of the UCA.

Insurance Corporation of British Columbia 2-2
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o While the CMP in existence on May 27, 2016 must remain in place, the capital build
or release and maintenance provisions are replaced by a capital provision equal to an

amount of 7 percent of required premium.

e Required premium means, in relation to a policy year, the total present value of the
projected amount of each of the following for that policy year:
Loss and loss adjustment expense;

General expenses;

a
b
c. Road safety and loss management costs;
d. Broker fees;

e. Tax payable by the corporation under the Insurance Premium Act;
f. Income from the following:

i.  Miscellaneous revenue;

i. Investment returns on capital available for rate setting;

g. Allowance required to build and maintain capital.
e The customer renewal credit in section 3 (1)(h) is not in effect for PY 2023.

e Section 3 (1.1) is repealed and replaced with section 3 (1.11) removing the
requirement for ICBC to apply for a rate change order based on a +/- 1.5 percentage
points band on the previous year’s rate change and providing that the commission

must not decrease rates.

¢ In accordance with section 3 (1.2) the requirement under section 3 (1)(b) to set the
rate in a manner that allows ICBC to maintain a Minimum Capital Test (MCT) of 100%
is not in effect for PY 2023.

9. Further discussion on amendments to the CMP are contained in Chapter 4, Capital

Management Plan, of this Application.

10. ICBC has previously included discussion on the Minimum Capital Test (MCT), in
accordance with the May 19, 2015 Decision on the 2014 Revenue Requirements Application,
within Chapter 2. However, this Application contains a discussion on ICBC’s Capital Management

Plan in Chapter 4, which is better suited to the discussion of MCT.

11. The Office of the Superintendent of Financial Institutions (OSFI) released revised MCT
quideline that will be in force for insurers’ reporting years beginning on or after January 1, 2023

(i.e., April 1, 2023 for ICBC). The guidelines were primarily updated to reflect nomenclature

Insurance Corporation of British Columbia 2-3
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changes as a result of the new International Financial Reporting Standard 17 — Insurance
Contracts (IFRS 17), discussed in Section G. There is no significant impact to the actual MCT

calculation methodology for ICBC as a result of the guideline revisions.

D REGULATORY CHANGES IN SUPPORT OF ENHANCED CARE

12. On May 1, 2021, ICBC launched Enhanced Care, a new care-based approach for
automobile insurance. The new Enhanced Care model reduced automobile insurance premiums
for policyholders while giving British Columbians access to significantly improved accident
benefits if they are injured in a crash, regardless of who is responsible. At the same time vehicle
damage became part of an insured’s Basic insurance coverage, removing the need to sue an at-

fault driver to cover the cost of vehicle repairs, replacement and loss of use.

13. While the legislative changes to the Insurance (Vehicle) Act, R.S.B.C. 1996, c. 231, (IVA)

came into force with Royal Assent on August 14, 2020, the supporting regulations came into force

on May 1, 2021 and are summarized in Figure 2.2 below.

Insurance Corporation of British Columbia 2-4
December 15, 2022


https://news.gov.bc.ca/releases/2020AG0009-000231
https://news.gov.bc.ca/releases/2020AG0009-000231
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/96231_01

&

2023 RRA Chapter 2 - Legislative and Regulatory Framework

Figure 2.2 — Summary of Enhanced Care Regulations

Name of the Regulation

Description of the Regulation

Enhanced Accident
Benefits Requlation

+ Sets the limitation on proceedings and actions the insured
must take in relation to entitlements under the regulation.

* Prescribes the circumstances and benefits available to the
insured in the event of an accident; including health care,
rehabilitation, family and caregiver benefits. Enhanced Accident
Benefits are tied to the BC Consumer Price Index and capped at
6% as described in Division 2- Consumer Price Index
Adjustments.

Permanent Impairment
Regqulation

* Defines catastrophic injuries resulting in permanent
impairment and prescribes the compensation payable to the
injured based on set parameters for calculating permanent
impairment ratings by injury.

Income Replacement and
Retirement Benefits and
Benefits for Students and
Minors Requlation

* Prescribes income replacement for full-time earners,
temporary and part-time earners, non-earners, retired persons,
students and minors injured in an automobile accident.

* Establishes the criteria and limits on income replacement
entitlement by employment class and the formulae to calculate
benefits.

* The regulation is the basis of the determination and calculation
of benefits is in alignment with the IVA, the Employment
Standards Act, Employee Standards Act (Canada), Canada
Pension Plan and the All-items Consumer Price Index for British
Columbia and data published by Statistics Canada.

Basic Vehicle Damage
Coverage (BVDC)

Regqulation

* Sets the limitation on proceedings and prescribes the class of
person whom proceedings may be commenced or maintained.

* Prescribes eligible vehicles under the Motor Vehicle Act and
Commercial Vehicle Act.

* Defines actions required of the insured claimant in respect to
the damaged vehicle and claim and governs ICBC in providing
indemnification and payment to the insured. Including processes
for disputes arising from damage or loss of a vehicle due to an
accident.

Insurance (Vehicle)
Transitional Requlation

* Technical amendments to the IVA to make permanent
provisions to the BVDC Regulation that were temporarily in
place under the Insurance (Vehicle) Transitional Regulation.

14. The IVA and the cumulative regulations together set forth the circumstances, terms and

amounts payable to injured parties under the Enhanced Care Basic insurance model’s Enhanced
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Accident Benefits and Basic Vehicle Damage Coverage to assist our customers in recovering
from a motor vehicle accident. The costs related to these coverages are reflected in the actuarial

analysis starting in PY 2021, as reflected in Chapter 3, Actuarial Indicated Rate Change Analysis.

15. To further public trust in ICBC, the BC Government established an independent Fairness
Office with the passing of the Fairness Officer Requlation approved by OIC No. 317 (317/2021),

dated June 4, 2021. The regulation prescribes the matters over which the Fairness Officer has no
jurisdiction, the classes and circumstances of complaints that may be investigated, and the
requirement to submit budgets and annual reports to the corporation to improve the transparency

and accountability of ICBC.

16. OIC No. 247 (247/2022), dated May 2, 2022 amended section 5 of the Health Care Costs

Recovery Requlations, restricting amounts recoverable from pedestrians, cyclists and other active

transportation users who have been injured in a vehicle-related accident. Where the pedestrian,
cyclist or other active transportation user has sustained a severe or catastrophic injury, fatality or
if there is not enough evidence to determine liability beyond 50/50, ICBC will not seek to recover
any costs. To support non-severe injured persons involved in a vehicle accident, a committee of

experts will review the claim to determine responsibility and if any costs will be recovered.

17. A Notice of Civil Claim was filed with the Supreme Court of British Columbia challenging
the constitutionality of the Enhanced Care model introduced under the IVA and the Civil

Resolution Tribunal Act. A hearing or trial date has not yet been set in regards to the claim.

E LEGISLATIVE AND REGULATORY AMENDMENTS SINCE THE 2021 RRA

18. In addition to the suite of Enhanced Care regulations, there have been regulatory

amendments that affect ICBC operations, but do not impact the 2023 rate indication.

19. On October 28, 2021 the Insurance (Vehicle) Amendment Act, 2021 (Bill 12) received

royal assent therefore amending the IVA respecting agreements that ICBC may enter into to

advance the purposes of the IVA and with respect to payments made under agreements entered
into by ICBC.

20. The Government Directive of March 24, 2022 with respect to the Application in Support of
a Relief Rebate approved by Order in Council 146/2022, March 25, 2022 instructed ICBC to issue

a Relief Rebate to eligible holders of a Basic insurance certificate in effect at any time throughout
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the period of February 1, 2022 to February 28, 2022 in the amount of $110 for personal motor
vehicles and $165 for commercial motor vehicles. The BCUC was directed under Special
Direction IC2, as amended by OIC No.147 (147/22), B.C. Reg. 70/2022 and approved the
Application in Support of a Relief Rebate by Order G-96-22.

21. Amendments to the Motor Vehicle Act under the Motor Vehicle Amendment Act (No. 2),
2020 (Bill 20), allowed ICBC to remove the requirement to display license plate validation decals

as of May 1, 2022. This change paved the way forward for online renewals for ICBC’s customers,

improving customer service and operational efficiency as discussed in Chapter 7, Business

Operations, Appendix 7A, Insurance Distribution.

E.1 PRE-ENHANCED CARE LEGISLATIVE AND REGULATORY UPDATES

22. Since the 2021 Revenue Requirement Proceeding, there have been updates on
pre-Enhanced Care legislative changes that do not impact the proposed rate change in this
Application, but could have an impact on the 2022/23 and 2023/24 fiscal year outlooks and are

summarized below.

E.1.1 TORT CLAIMS

23. The Government introduced the Evidence Amendment Act, 2020 (Bill 9), which received

Royal Assent on July 8, 2020, in response to the British Columbia Supreme Court’s ruling that
OIC No. 40 (40/2019) and OIC No. 131 (131/2019) enacting Rule 11-8 were unconstitutional. The
amendments limited the number of experts and expert reports entered into evidence, with
additional reports subject to judicial discretion. The amendments provide for additional limits to

be placed on disbursements to reduce legal costs associated with tort claims.

24. Under the Evidence Amendment Act, 2020, the Disbursements and Expert Evidence

Regqulation places a limit on the amount recoverable from an unsuccessful litigant for
disbursements related to motor vehicle personal injury litigation at 6% of the overall judgment or
settlement. Potential savings due to the change in the Evidence Act regulations were reflected
and discussed in The Statements and Schedules of Financial Information for the Year Ended
March 31 (note 16).

25. A legal challenge was filed regarding the 6% cap on disbursements and on July 8, 2022,

the British Columbia Supreme Court found the cap to be unconstitutional. As a result of this
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decision, ICBC has included no savings in the provision for unpaid claims on account of this
regulation and discussed in 2021/22 Annual Service Plan Report (note 15). On July 12, 2022, the
Attorney General and ICBC appealed this decision. The appeal hearing is scheduled for January
25 and 26, 2023.

E.1.2 MODIFIED TORT CLAIMS

26. In 2019, the Government introduced changes to the IVA and Civil Resolution Tribunal Act
(CRTA). The legislation provided for a “minor injury” definition, an associated cap of $5,500 for a
minor injury, and granted jurisdiction to the Civil Resolution Tribunal (CRT) over three areas: the
determination of entitlement to accident benefits, the determination of whether an injury is a minor

injury and the determination of liability and damages in matters up to $50,000.4

27. On April 1, 2019, the Trial Lawyers Association of BC (TLABC) filed a civil claim seeking
a declaration that the minor injury legislation and legislation granting jurisdiction to the CRT was
unconstitutional. On March 2, 2021, the British Columbia Supreme Court ruled that the CRT’s
jurisdiction over minor injury claims was unconstitutional.® The Attorney General and ICBC

appealed this decision.

28. On May 12, 2022, the BC Court of Appeal overturned the British Columbia Supreme Court
decision. The TLABC has since filed leave to appeal to the Supreme Court of Canada (SCC). The
SCC'’s decision on whether it will hear the appeal is expected in the first quarter of 2023. In the
meantime, parties are either proceeding to the CRT or their actions are on hold pending the SCC

decision.

F  CLASS ACTION CERTIFICATION

29. In March 2020, a Notice of Civil Claim was filed under the Class Proceedings Act in the

Supreme Court of British Columbia against ICBC and the Province of British Columbia. The civil
suit alleged that ICBC made illegal payments to the Province for the reimbursement of Medical
Services Plan (MSP) costs for medical services rendered to an individual injured in a motor vehicle
accident. The lawsuit alleged that those payments were improperly included as part of the total
amount payable to an insured under Part 7 of the IVA, therefore reducing the amount the

individual received.

4 Section 133 of the CRTA.
52019 BCSC 1824 Crowder v. British Columbia (Attorney General) (bccourts.ca).
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30. There are two classes of allegedly injured parties. The first class (the Ratepayer Class)
alleges reimbursement of MSP increased ICBC’s operating costs unlawfully which in turn caused
ICBC to increase rates to individuals paying basic insurance. The second class (Accident Victim
Class) claims that ICBC unlawfully reimbursed MSP for medical practitioner visits out of their
individual limits for accident benefits, which caused them to receive fewer benefits than their

entitlement.

31. On April 22, 2022, the Supreme Court of British Columbia dismissed the ratepayer class
action but allowed the accident victim class action to proceed against ICBC. Both sides have

appealed the decision. An appeal date has not been set.

32. ICBC has reviewed closed cases to identify claims where payments were incorrectly

directed toward MSP and is actively working with affected customers to address the situation.

G FUTURE CHANGES TO ACCOUNTING STANDARDS

33. ICBC has elected to defer implementation of IFRS 9 Financial Instruments (IFRS) from
January 1, 2018, until April 1, 2023, as allowed under subsequent amendments to IFRS 4-
Insurance Contracts (IFRS 4) to align with the effective date of IFRS 17, which is the new standard
for the accounting for insurance contracts. ICBC qualifies for deferral of IFRS 9 based on an
evaluation of ICBC’s consolidated financial statements as at December 15, 2015, as required by
the standard. The evaluation determined that the carrying amount of liabilities arising from
insurance contracts was significant compared to the total amount of ICBC’s liabilities as at
December 15, 2015. Accordingly, the principal business activity remains with insurance contracts
and meets the eligibility to defer IFRS 9.

34. IFRS 9 replaces the International Accounting Standard 39 Financial Instruments:
Recognition and Measurement (IAS 39). IFRS 9 introduces a principle-based approach to the
classification of financial assets based on the business model and the nature of the cash flows of
the asset. All financial assets will be measured using fair value through profit or loss, fair value
through other comprehensive income, or amortized cost. Financial liabilities will maintain the
requirement and classification measurement from IAS 39. IFRS 9 introduces a three-staged
expected loss impairment model for all financial assets at amortized cost. Finally, IFRS 9 brings
in a new hedge accounting model that aligns the accounting for hedge relationships closely with
risk management activities and permits hedge accounting to be applied to a wider variety of

hedging instruments and risks, requiring additional disclosures.
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35. IFRS 17 comes into effect on January 1, 2023 (i.e., for ICBC, April 1, 2023). To align with
the fiscal year being April 1 to March 31, ICBC will transition to the new standard on April 1, 2023,
establishing principles of recognition, measurement, presentation and disclosure of insurance
contracts that supersede IFRS 4. Insurance obligations will be accounted for using current values

and will be updated regularly, providing more useful information to users of financial statements.

36. Appendix 2C, International Financial Reporting Standard Timeline and Implementation,
outlines the transition process and provides an overview of the changes to ICBC’s financial

reporting.

H CONCLUSION

37. Chapter 3, Actuarial Indicated Rate Change Analysis, complies with the regulatory
framework described in this Chapter, including Special Direction IC2, attached to this Chapter as
Appendix 2A. ICBC’s claims handling and operations are reflective of both the regulatory changes
in support of Enhanced Care in Section D and the legislative and regulatory amendments since
the 2021 RRA discussed in Section E.
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PROVINCE OF BRITISH COLUMBIA
ORDER OF THE LIEUTENANT GOVERNOR IN COUNCIL

Order in Councif No. 666 , Approved and Ordered December 12, 2022

jeutenant Governor

Executive Council Chambers, Victoria

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

DEPOSITED

December 12, 2022

B.C. REG. _269/2022

Presiding Member of the Execu@a Council

{This part is for administrative purposes only and is not part of the Order.)
Authority under which Order is made:

Actand section:  Insurance Corporation Act, R.S.B.C. 1996, c. 228, ss. 44 and 47
Other:  OIC 647/2004

R20640711
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SCHEDULE

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

(a) inthe definition of “capital management plan” by repealing paragraph (b) and by
- adding the following paragraph:

(b.1) includes the capital provision;,

(b) in the definition of “policy year” by repealing paragraph (b.1) and by adding the
following paragraph:

(b.3) the period beginning on April 1, 2023 and ending on March 31, 2025;, and |

(¢c) by adding the fbllowing definitions:
“capital available for rate setting” means the amount of universal compulsory
vehicle insurance capital available after deducting the following:

(a) the effect of present value in relation to the corporation’s universal
‘compulsory vehicle insurance claims liabilities;

(b) adjustments to reflect risks in relation to the corporation’s universal
compulsory vehicle insurance claims liabilities;

“capital provision” means, in relation to a policy year, an amount equal to 7% of
the required premium for that policy year;

“required préminm” means, in relation to a policy year, the total present value of
the projected amount of each of the following for that policy year:

(a) loss and loss adjustment expense;
(b) general expenses;
(c) road safety costs and loss management costs
{d) broker fees;
(e) tax payable by the corporation under the Insurance Premium Tax Act;
(f) income from the following:
(i) miscellaneous revenue;

(ii) “investment returns on capital available for rate setting;

(g) allowance required to build and maintain capital.

Section 3 is amended
(@) by repealing subsection (1) (a.3),

(b) in subsection (1) by adding the following paragraph:

(a.6) during the 2023 policy year, refrain from issuing a general rate change order
for that policy year unless the corporation applies for the order;,

(c) insubsection (1) (c) by striking out “(g) and (j) to (v)”’ and substituting “(g), (§), (1),
(v) and (y),”
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(d} in subsection (1) (c) (i) (B) by striking out “March 31, 2020” and Substituting
“March 31, 2022” and by striking out “November, 2020” and substituting
“November.2022%,

(e) by repealing subsection ( 1) (c) (i) (C),

() in subsection (1) (c) (ii) by striking out “August 21, 2020” and substituting
- “April 1, 2023%,

(¢) in subsection (1) by repealing paragraphs (e), (k), (1), (m), (n), (0), (v), (g), (v), (5),
®), (w) and (x),
(h) in subsection (1) by adding the following paragraph:

(e.2) déspite paragraph (d), for the 2023 policy year, ensure that rates are set in
“accordance with the capital management plan in existence on May 27, 2016,

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

(ii) substituting the capital provision;,

(i) in subsection (1) (k) by adding “other than the 2023 policy year,” after “insurance
rates”,

() by repealing subsection (1.1),

(k) by adding the following subsection:

(1.11) Despite subsection (1) (c) and (e.2) of this section, for each policy year for which
the commission fixes universal compulsory vehicle insurance rates, other than
the 2021 policy year, the commission must not decrease existing rates. , and

(1) in subsections (1.2) and (1.3), by stnkmg out “2020 and 2021” and substituting
2020, 2021 and 2023”.

3 Section 3.2 is repealed.
4 The following section is added:

Directions relating to the 2023 policy year

3.4 Despite section 3, the commission must, by June 30, 2023, exempt the corporation
from the requirement to apply for a general rate change order by December 15, 2023.
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Insurance Corporation Act

SPECIAL DIRECTION IC2 TO THE
BRITISH COLUMBIA UTILITIES COMMISSION
B.C. Reg. 307/2004

Contents

1 Definitions

1.1 MCT

1.2 [Repealed]

2 Application

3 Directions relating to the corporation generally
3.1 [Repealed]
3.2 Directions relating to the 2020 policy year
3.3 Directions relating to 2022

4  Directions relating to the corporation’s optional vehicle insurance business

Definitions
1 (1) In this Special Direction:
“Act” means the Insurance Corporation Act;

“capital available” means capital available as that term is described in the MCT
guideline;
“capital management plan” means the corporation’s capital management plan in

relation to the corporation’s universal compulsory vehicle insurance business
that

(a) was most recently approved by the commission, and
(b) includes capital maintenance and build or release provisions;
“capital management target” means the MCT target, determined in the capital
management plan, that is the total of the following:
(a) the MCT required under section 3 (1) (b);
(b) the margin, expressed in percentage points of MCT, that reflects the corpo-
ration’s risk profile in relation to the corporation’s universal compulsory

vehicle insurance business and its ability to respond to adverse events that
arise from those risks;

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

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

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

(b) applied to reduce the universal compulsory vehicle insurance premium paid
by the policyholder at the time of the policyholder’s next renewal, and

Last amended March 25, 2022 1
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(c) redeemable only within 12 months of the effective date of the order of the
commission that approves the customer renewal credit;

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

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

“fiscal year” means the applicable fiscal year under section 22.1 of the Act;
“general rate change order” means a commission order that

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

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

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

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

(a) the loss costs provision reflected in existing rates, and
(b) the loss costs that have emerged,
“MCT” means MCT as that term is described in the MCT guideline;

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

“policy year” means one of the following, as applicable:
(a) and (b) Repealed. [B.C. Reg. 281/2020, s. 1 (b).]
(b.1) the period beginning on April 1, 2020 and ending on April 30, 2021;
(b.2) the period beginning on May 1, 2021 and ending on March 31, 2023;

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

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

[am. B.C. Regs. 229/20009, s. (a); 108/2010, s. 1; 115/2013, s. 1; 215/2016, s. 1; 171/2018, s. 1;
281/2020, s. 1.]

2 Last amended March 25, 2022
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MCT

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

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

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

1.2 Repealed. [B.C. Reg. 171/2018, 5. 2]

Application

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

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

Directions relating to the corporation generally

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

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

(a.01) to (a.2) Repealed. [B.C. Reg. 281/2020, s. 2 (a).]
(a.3) despite paragraph (a), require the corporation to apply by February 16,
2020, for a general rate change order for rates to be effective April 1, 2020;

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

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

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

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

(1) to pay the following:

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

Last amended March 25, 2022 3

Consolidation current to March 31, 2022



B.C. Reg. 307/2004

INSURANCE CORPORATION ACT

SPECIAL DIRECTION IC2 TO THE BRITISH COLUMBIA UTILITIES COMMISSION

(i)

(iii)

(B) the costs that are to be incurred by the corporation in that policy
year for vehicle licensing, driver licensing and other services
and activities of the corporation under section 7 (g) and (h) of
the Act that are to be undertaken in that policy year in
accordance with the agreement entitled “Service Agreement
between The Ministry of Public Safety and Solicitor General
and the Insurance Corporation of British Columbia” and dated
as of September 1, 2003, including amendments and extensions
to that agreement up to and including the amendment and
extension entitled “Service Agreement Addendum Changes in
Costs and Services to March 31, 2020” and executed in
November, 2020;

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

(D) the remuneration that the corporation is to pay in that policy
year to persons appointed as agents by the corporation under
section 9.2 of the Act for collecting government fees, fines and
other amounts payable by the corporation to the government
and for collecting premiums, fees, debts and other revenue on
behalf of the corporation,

to make the payments the corporation agreed to make under the
agreement, dated for reference April 1, 2020, between the
corporation and the government as represented by the Minister of
Public Safety and Solicitor General entitled “Traffic and Road Safety
Law Enforcement Funding Memorandum of Understanding”,
including amendments to that agreement up to and including the
amendment entitled “Amendment to Traffic and Road Safety Law
Enforcement Funding Memorandum of Understanding”, dated for
reference August 21, 2020, and

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

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

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

(1)
(i)

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

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

(e.1) despite paragraph (d), for the 2021 policy year, ensure that rates are set in
accordance with the capital management plan in existence on May 27, 2016,
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®
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(h)

(@)
\)

(k)

M

(m)

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

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

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

Repealed. [B.C. Reg. 171/2018, s. 3 (e).]

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

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

(1) there is excess capital available,

(i1) the customer renewal credit will not result in the MCT falling below
the capital management target specified in the capital management
plan, and

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

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

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

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

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

despite paragraph (j), within 20 days of the corporation applying in
accordance with a government directive for approval of changes to rates so
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(n)

(0)

(p)

(@

(r)

(s)

(w)

V)

that convictions for the use of an electronic device while driving are
included in determining the annual driver risk premium payable by a person
for a driver’s certificate, approve and set the changes to rates;

despite paragraphs (j) and (1), within 10 days of the corporation applying in
accordance with a government directive to not implement the changes to
rates approved pursuant to paragraph (1), approve and set rates that do not
include the changes set out in paragraph (1);

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

despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated April 18, 2019 for changes
to its rate design, approve and set the changes to rates;

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

despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated August 16, 2019 for
changes to its rate design, approve and set the changes to rates effective
September 1, 2019;

despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated November 15, 2019 for
changes to its rate design, approve and set the changes to rates effective
January 1, 2020;

despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated February 14, 2020 for
approval of changes to rates in connection with the modernization of
passenger transportation services, approve and set the changes to rates;

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

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

(i) the government directive to the corporation dated November 30,
2020 for changes to rates, including a rebate, in connection with the
Attorney General Statutes (Vehicle Insurance) Amendment Act, 2020,
and
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(i1) the government directive to the corporation dated November 30,
2020 in relation to its application for a general rate change order for
the 2021 policy year;

(w) despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated January 26, 2021 for
changes to rates in support of a COVID-19 rebate, approve and set the
changes to rates;

(x) despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated May 18, 2021 for changes
to rates in support of a COVID-19 rebate, approve and set the changes to
rates;

(y) despite paragraph (j), within 10 days of the corporation applying in
accordance with the government directive dated March 24, 2022 for
changes to rates in support of a relief rebate, approve and set the changes to
rates.

(1.1) Despite subsection (1) (c) and (e) (i) of this section, for each policy year for which
the commission fixes universal compulsory vehicle insurance rates, other than
the 2021 policy year

(a) the commission may, in accordance with the capital management plan,
exclude some or all of that policy year’s loss costs forecast variance from
the rate fixed by a general rate change order, and

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

(c) Repealed. [B.C. Reg. 281/2020, s. 3 (b).]

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

(1.3) Despite the definition of “capital management target” in section 1, for the 2019,
2020 and 2021 policy years, the capital management target is 145% of MCT.

(2) The commission may approve universal compulsory vehicle insurance rates that
provide discounts to or are otherwise preferential for
(a) persons who are at least 65 years of age, or
(b) persons with disabilities.
(3) In regulating and fixing rates for the corporation, the commission must treat any

premiums levied under section 34 (3) of the Insurance (Vehicle) Act as revenue
for the corporation’s universal compulsory vehicle insurance business.

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

(a) given by the minister responsible for Part 1 of the Act, and
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(b) approved by the Lieutenant Governor in Council.

[am. B.C. Regs. 313/2004, s. 1; 300/2005; 155/2007, s. 1; 229/2009, ss. (b) and (c); 108/2010,
s. 2; 116/2012, ss. (a) and (b); 115/2013, s. 3; 20/2014; 192/2015, s. 3; 215/2016, s. 4;
288/2016; 319/2016; 81/2017; 119/2017; 165/2017, ss. 1 and 2; 240/2017; 7/2018; 22/2018;
25/2018; 70/2018; 171/2018, ss. 3 to 5; 172/2018; 270/2018; 99/2019; 159/2019; 190/2019;
259/2019; 263/2019; 49/2020; 281/2020, ss. 2 to 4; 28/2021; 151/2021; 70/2022.]

3.1 Repealed. [B.C. Reg. 281/2020, 5. 5]

Directions relating to the 2020 policy year
3.2 (1) Despite section 3, the commission must do all of the following by February 14,
2020:
(a) exempt the corporation from the requirements to
(1) apply for a general rate change order for the 2020 policy year by
February 16, 2020,

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

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

(A) an annual road safety report;
(B) an annual report on performance statistics;
(C) an annual information technology capital expenditure plan, and

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

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

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

(3) The rate change order referred to in subsection (1) (b) is deemed to apply to the
2020 policy year as defined in paragraph (b.1) of the definition of “policy year”
in section 1 (1).
[en. B.C. Reg. 16/2020, s. 2; am. B.C. Reg. 281/2020, s. 6.]

Directions relating to 2022

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

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

(b) file with the commission any reports and information that, but for the
exemption, the corporation would have been required to file with the
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application in support of a general rate change order described in
paragraph (a).
[en. B.C. Reg. 281/2020, s. 7.]

Directions relating to the corporation’s optional vehicle insurance business

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

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

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

Copyright © 2022, Province of British Columbia
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A INTRODUCTION

1. As explained in Chapter 2, Legislative and Regulatory Framework, Section G, ICBC will
be transitioning to IFRS 9 and IFRS 17 effective April 1, 2023. The transition will affect information
delivered throughout this regulatory process and is explained in greater detail in this Appendix
2C.

B APPLICATION AND IFRS 9 AND 17 TIMELINE

2. IFRS 9 and IFRS 17 come into effect on January 1, 2023, after which mandatory annual
reporting will be required to comply with the new protocols. In order to align with its fiscal year,
ICBC will implement the new standards on April 1, 2023.

3. The regulatory process encompasses pre-IFRS implementation and post-IFRS
implementation. The below timeline shows how the IFRS implementation affects information
contained in this Application, ICBC publications and the regulatory process.

Figure 2C.1 — Timeline of IFRS 9 and 17 Implementation

2023 RRA Development ICBC Releases Service Plan

+ Q2 data will be used to determine the * The 2023/ 24 Service Plan is released.
indicated rate change and will not - Forecasts use data as of Q3 and will
incorporate IFRS 9 and 17 changes. incorporate IFRS 9 and 17 protocols

and methodology.

Oct Dec Feb April
2022 2022 2023 2023
File RRA and CMP ICBC Transitions
+ ICBC files the 2023 RRA using data = April 1, 2023 ICBC transitions to IFRS 9
available as of Q2 2022 which will not and 17.
incorporate the IFRS 9 and 17 changes. « All future reports and applications will
ICBC will not restate or incorporate incorporate IFRS 9 and 17 protocols.

IFRS throughout the regulatory process.

4, ICBC’s actuaries use information available at the time of developing the application
relating to all relevant circumstances, both favourable and unfavourable, in the selection of
appropriate models and assumptions and in establishing assumptions that are on a best estimate

basis. This information will be pre-IFRS 9 and IFRS 17 implementation.

Insurance Corporation of British Columbia 2C-1
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5. In accordance with Special Direction IC2, ICBC is to calculate the Minimum Capital Test
“using data available from the most recently completed quarter at the time the corporation files an
application for a general rate change order”. For clarification, this mandates that the data used is
from the second quarter covering the period of April to September 2022 and is pre-IFRS 9 and
IFRS 17 implementation.

6. The BCUC-approved performance measures contained in Appendix 8A, Performance
Measures, are set to align with the current fiscal year that the Application is filed. The targets and
outlooks for the 2023 RRA will be for fiscal year 2022/23, before the effective date of the new
IFRS protocols. Future performance measure targets are established in conjunction with the
budget process for 2023/24 using data from the third quarter that will incorporate the new IFRS

standards.

C IMPLEMENTATION

7. ICBC will apply the new accounting standards retrospectively with prior year comparatives
(for fiscal year 2022/23) restated in the 2023/24 Annual Service Plan Report for continuity in
presentation of financial information. The quarterly 2023/24 statements published on icbc.com in
fiscal 2023/24 will have restated 2022/23 comparatives.

8. Forecasts contained in this Application do not include any changes as a result of IFRS 9
and IFRS 17 that will be effective on April 1, 2023.

9. IFRS 9 will result in changes to the accounting and disclosures of ICBC’s financial
instruments (i.e., primarily financial investments such as fixed income and equities). As most of
ICBC’s financial instruments are carried at fair value already, IFRS 9 will have minimal impact to
the measurement of financial instruments. IFRS 9 will not materially impact financial statement
presentation. However, all changes in fair value of financial investments will now be presented in

net income instead of other comprehensive income.

10. IFRS 17 will result in changes to the accounting and disclosures of ICBC’s insurance
contracts (i.e., primarily premiums, claims costs, broker commissions and premium taxes) and

will have significant impact on the financial statements presentation.

Insurance Corporation of British Columbia 2C-2
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11.

ICBC brought in EY to assess the impacts and effort required to transition to the new IFRS

9 and 17 accounting standards. A summary of the expected key impacts to ICBC’s equity, MCT,

and net income and related performance measures is provided in Figure 2C.2 below.

Figure 2C.2 — Overview of IFRS 9 and 17 Impacts

Current Practice Future State Impact
IFRS 4 IFRS 17
Discount Rate | ICBC employs a single Uses a discount rate IFRS 17 methodology is
Adjustment discount rate to present reflecting characteristics of | expected to result in a higher
value the future claims the insurance liability (e.g., | discount rate, given the
payments based on the independent of each current circumstances and
weighted yield of ICBC’s | company’s investment economic environment.
investment portfolio. portfolio), using a bottom up | However, the exact result
approach based on risk- may differ at the time of
free rate and illiquidity transition and will impact the
premium for the liabilities. opening equity.
The Canadian Institute of
Actuaries has published a
set of risk free rates and
illiquidity premium
reference curves.
Risk Provision for Adverse Adjusts the estimate of the | The RA concept is similar in
Adjustment Deviation (PfAD) present value of the future some respects to PfAD.
(RA) cash flows to reflect the Under IFRS 17, RA with a
compensation that the 95% confidence level is
entity requires for bearing approximately equivalent to
the uncertainty about the PfAD under current practice.
amount and timing of the ICBC will monitor industry
cash flows that arises from | norms and propose the final
non-financial risk (i.e., confidence level accordingly.
insurance risk). A RA that is lower than PfAD
The adjustment is based on | will reduce claims liabilities
the company’s risk appetite, | and increase equity or
and must be expressed as capital. Contrary, a RA that
a confidence level in the is higher than PfAD will
financial statement notes. increase claims liabilities and
decrease equity or capital.
Premium Commissions and ICBC’s policy choice is to There is a one-time material
Acquisition premium taxes are expense premium impact when the Deferred
Costs deferred and charged acquisition costs and not Premium Acquisition (DPAC)
against income when the | defer. balance, as at the date of
related premiums are transition, is expensed which
earned over the course of will impact the opening
the policy. equity.
Financial Premium receivable, Premium receivable, Presentation change to the
Statement deferred premium deferred premium balance sheet and the
Presentation acquisition costs, acquisition costs, unearned | statement of comprehensive
unearned premium are premium will be netted and | income.
disclosed separately. replaced with a single line
Provision for unpaid item called liability for
claims remaining coverage.
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Current Practice
IFRS 4

Future State
IFRS 17

Impact

Claims costs, operating
expenses and premium
acquisition costs are
shown separately on the
statement of
comprehensive income.

Provision for unpaid claims
will be renamed to liability
for incurred claims.

Claims costs, insurance
operating expenses, and
premium acquisition costs
will be reflected as
insurance expenses on the
statement of
comprehensive income.

Key
Performance
Indicators

The BCUC-approved
Performance Measures
as stated in Appendix 8A
follow Industry standard
metrics.

The BCUC-approved
Performance Measures
may incorporate some of
the changes discussed in
this table and Industry may
introduce new metrics.

Results will reflect changes
and will be restated for
continuity.

Current Practice IAS 39

Future State IFRS 9

Impact

Classification

Bonds and most pooled

All financial investments will

Changes in the recognition

of Debt fund investments are be classified as fair value of investment income will
Instruments classified as Available for | through profit and loss with | impact net income but not
Sale with valuation valuation changes recorded | overall capital or MCT.
changes recorded in net income. Should be
through other noted there is no impact to
comprehensive income overall equity/capital from
(OCI) (i.e., excluded from | this change.
net income)
Current Practice IFRS 4/ Future State Impact
IAS 39 IFRS 17/ IFRS 9
Financial Less granular information | IFRS 17 and 9 set out a Various additional financial
Statement required from both number of disclosure statement note disclosures
Note standards. requirements, which are will be required, such as a
Disclosures more granular compared to | specific continuity schedule
reporting requirements for insurance liabilities,
under IFRS 4 and IAS 39. rationale behind policy
choices and transitional
disclosure requirements.
The allocation of Basic and
Optional amounts will be
presented as supplementary
financial information as
opposed to a financial
statement note.
12. The specific financial impacts of these accounting standard amendments on ICBC’s

financial results are currently not available. Future filings will contain details of any changes.
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13. ICBC does not anticipate any material change to the BCUC-approved financial allocation
methodology currently in place. Any future changes and impacts will be addressed during the
financial allocation review to be filed with the BCUC in December 2023.

Insurance Corporation of British Columbia 2C-5
December 15, 2022



CHAPTER 3

ACTUARIAL INDICATED RATE CHANGE
ANALYSIS

Insurance Corporation of British Columbia
December 15, 2022



i ‘ 2023 RRA Chapter 3 — Actuarial Indicated Rate Change Analysis

Table of Contents

A Executive Summary of Actuarial Indicated Rate Change.............ccoovvmmmiiiiiiniiiiieennnnn. 3-1
AT INErOAUCHION ...ttt 3-1
A.2 Overview of PY 2023 Actuarial Indicated Rate Change Calculation ................ccccco..... 3-3
A.3 Required Premium Per POIICY ........ooooiiiiiiie 3-6
A4 CertifiCatioN .......cooe ettt 3-10

B Major Factors Influencing the Required Premium ...........ccooiiiiiniciiieeninee s 3-10
B.1 Basic Vehicle Damage Coverage (BVDC): $247 ........ooooiveiiiieiiieeeeee e 3-12
B.2 Enhanced Accident Benefits (EAB): $500 .........ccccveieeeieieieeeeeceee e 3-15

B.2.1 EAB-MR: $253......o et 3-15

O o =T o= £ =] L 3-18
C.1 Length of POlICY PEriod .........coiiiiiiiiiiiieieiee et 3-18
C.2 SeNSItIVILY ANGIYSIS......eeieiiiiiiiiiiiiiiiiiiiieieeee e 3-19
C.3 Materiality STandard ..............ooiiiiiiii e 3-20

D CONCIUSION ... 3-21

E  Actuary OPiNiONS ......oooiiiiieiiiir i 3-22
E.1 Filing AcCtuary’s OpiNiON..........uuiiiiiiiiice et e e et e e e e eananes 3-22
E.2 Reviewing Actuary’s OPiniON.............eeeiiiiiaiiiiiiiiieeee e e e e e e aeeeaaae e e 3-22

Appendix 3A — Accepted Actuarial Practice

Appendix 3B — Overview of Actuarial Appendices and Technical Appendices

Appendix Sets

Appendix Set A - Indicated Rate Change and Required Premium

Appendix Set B — Projected Premium at Current Rate Level

Appendix Set C — Claims Forecast Analysis
C.0 - Claims Forecast Analysis
C.1 - Enhanced Accident Benefits Claims Forecast Analysis
C.2 - Basic Vehicle Damage Coverage Claims Forecast Analysis
C.3 - Third Party Liability Claims Forecast Analysis
C.4 - Bulk Claims Cost Forecast
C.5 - Prospective Adjustments
C.6 - Unallocated Loss Adjustment Expenses Forecast

Appendix Set D — Expense and Miscellaneous Revenue

Appendix Set E — Payment Patterns

Appendix Set F — Investment Income on Capital Available for Rate Setting

Insurance Corporation of British Columbia 3-i

December 15, 2022



i ‘ 2023 RRA Chapter 3 — Actuarial Indicated Rate Change Analysis

Technical Appendix Sets
Technical Appendix Set A — Calculation of Required Premium
Technical Appendix Set B — Projected Premium at Current Rate Level

Technical Appendix Set C — Claims Reserving Analysis
C.0 - Claims Reserving Analysis
C.1 - Enhanced Accident Benefits Claims Reserving Analysis
C.2 - Basic Vehicle Damage Coverage Claims Reserving Analysis
C.3 - Third Party Liability Claims Reserving Analysis
C.6 - Unallocated Loss Adjustment Expenses Forecast Methodology

Technical Appendix Set E — Payment Patterns Data and Methodology

Insurance Corporation of British Columbia 3-ii
December 15, 2022



' ‘ 2023 RRA Chapter 3 — Actuarial Indicated Rate Change Analysis

Table of Figures

Figure 3.1 — Summary of the Components of Required Premium ($000’S).......c.....cceevveeeenne... 3-4
Figure 3.2 — PY 2023 Basic Insurance Surplus / (DefiCiency).........ccveeeiiieiiiiiiiiieie e, 3-6
Figure 3.3 — Components of Required Premium per POliCY .............oovviiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiens 3-7
Figure 3.4 — Loss and ALAE per Policy by Sub-Coverage ............coooviviiiiiiiiiiiieiiiiiiiiiiiiiiennns 3-12
Figure 3.5 — BVDC FrE@QUENCY ...covvuuiiiieeeeeeecee ettt e e et e e e e e e e e eaaa s 3-13
Figure 3.6 — BVDC SEVEIILY .....cooiiiiiei et 3-14
Figure 3.7 — EAB-MR FrEQUENCY .....ceetiiiiiiiiiiiiiiiiiiie ittt 3-16
Figure 3.8 — EAB-MR SEVEIILY ...covvuuiiiiiieieeee et 3-17
Figure 3.9 — Sensitivity ANAIYSIS.......ccoiiiiiiiiie e 3-20
Insurance Corporation of British Columbia 3-iii

December 15, 2022



i ‘ 2023 RRA Chapter 3 — Actuarial Indicated Rate Change Analysis

A EXECUTIVE SUMMARY OF ACTUARIAL INDICATED RATE CHANGE

A1 INTRODUCTION

1. This Application presents a proposed rate change of 0% for Policy Year (PY) 2023, which
Special Direction IC2 as amended by Order in Council 666/2022, December, 12, 2022 (B.C. Reg.
269/2022) defines as encompassing Basic insurance policies sold during the 24-month period
from April 1, 2023 to March 31, 2025. The proposed rate change represents the change to Basic
insurance revenue that ICBC requires to be in accordance with accepted actuarial practice in
Canada, modified to comply with applicable legislation'. Accepted actuarial practice requires, in
essence, that Basic insurance rates provide for the best estimate of costs of Basic insurance and
a provision for profit (in the case of Basic insurance it is a provision for capital, not a provision for
profit). As in prior applications, the Filing and Reviewing Actuaries have attested that the actuarial

indicated rate change analysis follows accepted actuarial practice in Canada (Section E).

2. Special Direction IC2 sets a rate change floor of 0%?2, therefore, ICBC is seeking
a 0% Basic rate change over the 24-month policy period. The rate change floor aligns with
Government and ICBC’s desire to maintain rate affordability. This Chapter focuses on the analysis
supporting the actuarial indicated rate change of -6.5%, however for clarity, Figure 3.2 and
Figure 3.3 provided below also include the impact of the rate change floor. Since the effect of the
rate change floor affects ICBC’s Basic capital level, its impact is discussed in Chapter 4, Capital

Management Plan.

3. At a high level, the actuarial indicated rate change of -6.5% is the percent difference
between the amount of premium that needs to be collected to cover PY 2023 costs including a
capital provision, compared to the premiums customers would have paid in PY 2023 assuming
no change to rates. This includes costs that may be paid for several years into the future for a
motor vehicle crash associated with these policies (i.e., medical payments, income
replacement, etc.). The analytical framework that ICBC’s actuaries have employed to determine
the actuarial indicated rate change, including its components, largely tracks that employed in
revenue requirements applications (RRA) for many years. The key point of differentiation (as was
the case in the 2021 RRA) is in the data used to support the forecasted claims for the Enhanced

Accident Benefits coverage. Even though Enhanced Care was implemented in May 2021, ICBC

" The terms “accepted actuarial practice in Canada” and “accepted actuarial practice” have the same meaning in the
context of this Application. More information on accepted actuarial practice is provided in Appendix 3A.

2 Special Direction IC2 states that the “for each policy year for which the commission fixes universal compulsory vehicle
insurance rates, other than the 2021 policy year, the commission must not decrease existing rates”.
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does not have enough paid loss and allocated loss adjustment expenses (ALAE) data under the
new product to produce a credible estimate of the actuarial rate indication if relied upon alone.
Therefore, similar to the prior application, ICBC actuaries have continued to rely on both internal
and external data in its actuarial analysis. All analysis reflects their best estimates and is in

accordance with accepted actuarial practice in Canada.

4. The other significant point of difference from prior RRAs is how the capital provision in the
actuarial indicated rate change is determined. The recent amendments to Special Direction IC2
replace the capital build or release and maintenance provisions with a capital provision equal to
an amount of 7.0 percent of required premium. The capital provision allows ICBC to continue to
rebuild its depleted level of capital and enables ICBC to continue to build towards its capital

management target to support financial stability.

5. As described in this Chapter, the actuarial indicated rate change is negative, largely due
to an increase in projected investment income on new premiums collected and a decrease in the
overall capital provision. These impacts are slightly offset by inflationary pressure on claims costs
across all coverages. There is still uncertainty around ICBC’s estimates as forecast risk remains
high under the new Enhanced Care product as well as uncertainty in future crash frequency and
the current economic environment. The rate change floor helps to build capital which serves as a
buffer over the 24-month policy period to absorb some or all of the impact of unexpected costs,

and to support financial stability.

6. The remainder of Section A of this Chapter provides an outline of the calculations leading
to the Basic insurance actuarial indicated rate change and a summary of the impacts from each
of its major components. Section B provides more detail on the factors influencing the largest
component of a customer’s premium, the PY 2023 loss and ALAE costs. Section C provides an
overview of forecast risks including ICBC’s sensitivity analysis and materiality standard. The
appendices following this Chapter provide more explanatory details of the actuarial indicated rate

change analysis.?

3 See Appendix 3A for more information on Accepted Actuarial Practice and Appendix 3B for more information on basic
concepts relevant to understanding the actuarial analysis, the outline of the actuarial appendices and technical
appendices, and major revisions to the actuarial analysis.
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A.2 OVERVIEW OF PY 2023 ACTUARIAL INDICATED RATE CHANGE CALCULATION

7. The PY 2023 actuarial indicated rate change covers the 24-month period between
April 1, 2023 and March 31, 2025. Unless stated otherwise, the figures and exhibits in the current
Application summarize results for this 24-month period. In the 2021 RRA, results were presented
separately for the first 11-month and second 12-month periods, and at times in aggregate for the
entire 23-month period of PY 2021.

8. As in prior RRAs, ICBC’s actuaries calculate the PY 2023 actuarial indicated rate change
in two steps, each of which is summarized below. In essence, the exercise is to estimate the
amount of premium that needs to be collected to cover PY 2023 costs, inclusive of the capital
provision, and compare that to the amount of premiums customers would have paid in PY 2023
assuming no change to existing rates. The percent difference between these two amounts is the

actuarial indicated rate change.

9. The first step is the calculation of “PY 2023 Required Premium”.# In Figure 3.1 below, the
components that comprise the required premium represent the full value of all expected loss and
loss adjustment expense, general expense, road safety and loss management costs, broker fees,
premium tax, and capital provision, offsets for income attributable to both miscellaneous revenue
and investment income, and an adjustment (to recognize income earned from policyholder
supplied funds) to reflect the present value of these components. The estimation of required

premium encompasses the majority of the actuarial analysis in this Chapter.

4 Special Direction IC2, section 1 (1)(c): “required premium” means, in relation to a policy year, the total present value
of the projected amount of each of the following for that policy year: loss and loss adjustment expense, general
expenses, road safety costs and loss management costs, broker fees, tax payable by the corporation under the
Insurance Premium Tax Act, income from miscellaneous revenue, income from investment returns on capital available
for rate setting, allowance required to build and maintain capital.
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Figure 3.1 — Summary of the Components of Required Premium ($000’s)

Description PY 2023

A. Claims and Related Costs

(a) Loss and Allocated Loss Adjustment Expenses 5,919,708
(b) Unallocated Loss Adjustment Expenses 565,224
(c) Road Safety and Loss Management 94,038
(d) Total Claims and Related Costs 6,578,969

B. Expenses
(e) General Expenses - Administrative & Other 150,932

(f General Expenses - Insurance Services 165,134
(9) General Expenses - Non-Insurance 277,711
(h) Broker Fees 251,381
(i) Premium Tax 266,786
(i)  Total Expenses 1,111,944
(k) Capital Provision 424,433
() Total Projected Costs [ (d) + (j) + (k) ] 8,115,346

C. Miscellaneous Revenue and Investment Income

(m) Miscellaneous Revenue - Payment Plan Finance Fees 210,404
(n) Miscellaneous Revenue - Surcharge for Short-Term Policies 25,320
(o) Miscellaneous Revenue - Driver Penalty Point and Driver Risk Premium 37,022
(p) Miscellaneous Revenue - Unlisted Driver Accident Premium 7,241
(a) Miscellaneous Revenue - Graduated Licensing Program Road Test Fees and
Other 15,672
(r Investment Income on Policyholder Supplied Funds 1,563,825
(s) Investment Income on Capital Available for Rate Setting 192,537
(t) Total Miscellaneous Revenue and Investment Income 2,052,021
(u) Required Premium [ (I) - (t)] 6,063,325
Insurance Corporation of British Columbia 3-4
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10. The second step in the actuarial indicated rate change calculation is the calculation of the
“PY 2023 Projected Premium at Current Rate Level”. This is the total Basic insurance premium
ICBC would collect for PY 2023 if the current Basic insurance premium rates were charged in
PY 2023. The projected premium at current rate level is calculated as the product of the expected
number of policies to be written in PY 2023 and the PY 2023 trended average premium at current
rate level.® Average premium can be impacted by shifts in the mix of business by rate class,
territory, and level of discount; therefore, any expected changes in the mix need to be captured
in the average premium forecast. These forecasts are based on historical data, actuarial models,
and professional judgment. The full analysis and the results of applying the actuarial models to

estimate the PY 2023 projected premium at current rate level are provided in Appendix Set B.°

11. Figure 3.2 below compares required premium with projected premium at current rate level.
Before applying the proposed rate change, there is a surplus of $421.4 million between projected
premium and required premium, leading to an actuarial indicated rate change of -6.5%. Applying
the rate change floor of Special Direction IC2 leads to a 0% proposed rate change and the

resulting surplus, net of premium tax, will flow into ICBC’s Basic capital over the policy period.

5 The term “policies written” is also referred to as “written risk exposures” in Appendix Set B. These terms are used
interchangeably throughout the Application.

6 For ease of reference, the term “Appendix Set” will be used to refer to all appendices identified with a given letter. For
example, “Appendix Set B” collectively refers to all the appendices used to calculate projected premium
(i.e., Appendices B.0 through B.4) and “Technical Appendix Set B” refers to all the technical appendices used to
calculate projected premium (Technical Appendices B.0 and B.1).
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Figure 3.2 — PY 2023 Basic Insurance Surplus / (Deficiency)

Formula Item Total Basic' Avera:qe f er
Policy:

PY 2023 Projected Premium at Current Rate

) Level ($ 000's) 6,484,731 $864
PY 2023 Required Premium

2) ($ 000's) 6,063,325 $808

(1M -(2) Surplus / (Deficiency) ($ 000’s) 421,406 $56

(3)=[(2)/(1)]-1 | Actuarial Indicated Rate Change -6.5%

_ PY 2023 Proposed Premium (Including Rate

(4) = Max[(1),(2)] Change Floor) ($ 000's) 6,484,731 $864

4) - (2) Impact from Rate Change Floor ($ 000’s) 421,406 $56

(5)=1[(4)/(1)]-1 Proposed Rate Change 0%

" Manual Basic is no longer shown in this exhibit because it has been merged with Plate Owner and allocated to other
Basic sub-coverages for required premium.

2 Average per policy premiums are calculated as Total Basic premiums in the table divided by the number of policies
to be written in PY 2023. The number of PY 2023 policies (also referred to as “written risk exposures”), excluding
Trailers and Off-Road Vehicles, is 7,502,336 as shown in Appendix B.0.1.

A.3 REQUIRED PREMIUM PER POLICY

12. Figure 3.3 below provides the average PY 2023 required premium per policy along with
each of its components. This presentation removes the impact of policy growth and represents
the average required premium customers would need to pay, separated by cost component. The
prior policy year is also provided to show how each of the components have changed.” The
components in Figure 3.3 are presented on a per policy basis so each item is directly comparable.
On average, a customer pays the proposed premium per policy, which is the summation of each
component of required premium, as well as the impact of the rate change floor. The paragraphs
that follow provide an overview of each required premium component and a brief explanation of

any significant changes that have impacted the component.

7 This table provides PY 2021 for comparison purposes only, as both policy periods reflect the current Enhanced Care
product that was implemented on May 1, 2021.
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Figure 3.3 — Components of Required Premium per Policy

Required Premium

Component of Required Premium per Policy’

PY 2023 | PY 20212°
[1] Loss and Allocated Loss Adjustment Expenses $789 $702
[2] Unallocated Loss Adjustment Expenses $75 $64
[3] Road Safety and Loss Management and General Expenses $92 $89
[4] Broker Fees and Premium Tax $69 $70
[5] Capital Provision $57 $137
[6] Miscellaneous Revenue ($39) ($31)
[7] Investment Income on Policyholder Supplied Funds ($208) ($146)
[8] Investment Income on Capital Available for Rate Setting ($26) ($5)
Total - Required Premium per Policy $808 $879
[9] Impact of Rate Change Floor* $56 $0
Total - Proposed Premium per Policy $864 $879

" Average per policy premiums are calculated from the values provided in Figure 3.1 divided by the number of policies
to be written in PY 2023. The number of PY 2023 policies (also referred to as “written risk exposures”), excluding Trailers
and Off-Road Vehicles, is 7,502,336 as shown in Appendix B.0.1.

2 PY 2021 figures are before the errata.

3 [7] and [8] were combined as “Investment Income” in 2021 RRA. They are separately itemized out in this Application
to provide additional detail on their impacts.

4 Impact of the rate change floor is a component of proposed premium, not required premium, but is included for
completeness.

Line 1 — Loss and Allocated Loss Adjustment Expenses: $789

13. Loss and allocated loss adjustment expenses (ALAE) represent claim payments to
customers (loss) and loss adjustment expenses that are assigned directly to specific claims
(i.e., medical exams, police reports, towing and storage). The PY 2023 loss and ALAE component
contributes $789 to the required premium per policy, which is $87 higher than PY 2021 ($702).
PY 2023 loss and ALAE costs are higher than expected due to increases in the rate of inflation
which has a direct impact on claims costs, partially offset by better than expected claim count
emergence with fewer injury claims being reported. Loss and ALAE is discussed in more detail in

Section B and in Appendix C.0.

Line 2 — Unallocated Loss Adjustment Expenses: $75

14. Unallocated loss adjustment expenses (ULAE) represent loss adjustment expenses that

are not assigned directly to specific claims, and they are also known as internal claims servicing
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costs (i.e., internal claims staff salaries). The PY 2023 ULAE component contributes $75 to the
required premium per policy, which is $11 higher than PY 2021 ($64). The increase is primarily
caused by higher projected average costs in future years. The details of this required premium

component calculation are presented in Appendix C.6.

Line 3 — Road Safety and Loss Management (RSLM) and General Expense: $92

15. This component includes the RSLM, Administration and Other, Insurance Services, and
Non-Insurance Expense lines from Figure 3.1. The PY 2023 forecast of these items is based on
the financial forecast for fiscal years (FY) 2023/24 and 2024/25, which is shown in Chapter 6,
Operating Expenses and Allocation Information, Section B. This component contributes $92 to
the required premium per policy, which is $3 higher than PY 2021 ($89). The increase in expenses
reflects increased staffing to maintain adequate service levels in contact centres and driver
licensing offices, as well as anticipated general wage increases to be negotiated under the
Collective Agreement as further discussed in Chapter 6, Section D. The details of this required
premium component calculation are presented in Appendix Set D — Expense and Miscellaneous

Revenue.

Line 4 — Broker Fees and Premium Tax: $69

16. This component includes the broker fees and premium tax lines from Figure 3.1. This
component contributes $69 to the required premium per policy, which is roughly equivalent to
PY 2021 ($70). Premium tax is calculated in Appendix Set A, and the details of the broker fees

component are presented in Appendix Set D.
Line 5 — Capital Provision: $57

17. The capital provision is included in the required premium to build and maintain capital
levels (as measured by the MCT ratio). Capital becomes depleted when there are unexpected
changes that increase costs or decrease revenues that were not provided for in premiums
collected. For instance, if Enhanced Care costs emerge higher than expected, or the frequency

of claims is higher than expected.

18. The PY 2023 capital provision is determined in accordance with Special Direction IC2,
which specifies that the capital provision be an amount equal to 7% of the required premium. This
contributes $57 to the required premium per policy which is lower compared to PY 2021 ($137).

The PY 2021 capital provision was also determined in accordance with Special Direction IC2 that
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was in effect at that time® and is comprised of a $116 capital build provision and a $21 capital

maintenance provision.

Line 6 — Miscellaneous Revenue: ($39)

19. This component includes lines (m) through (q) in Figure 3.1 above, which reduces the
PY 2023 required premium per policy by $39. This is larger (more favourable) compared to
PY 2021 ($31) mainly due to a change in how the payment plan finance fees are reflected in this
analysis. In the prior application, payment plan finance fees included the interest charged to ICBC
on the money borrowed on behalf of payment plan participants, while in the current Application,
ICBC'’s cost of financing is included in the calculation of the New Money Rate as portfolio leverage
(see Chapter 5 Investments, Section B for more detail on portfolio leverage). As a result of this
change, this component is slightly higher as compared to the prior policy year. Details of the

miscellaneous revenue calculations are presented in Appendix Set D.

Line 7 — Investment Income on Policyholder Funds: ($208)

20. Investment income on policyholder supplied funds (i.e., customer’s premium) reduces the
PY 2023 required premium per policy by $208. This is larger (more favourable) compared to
PY 2021 ($146) mainly due to an increase in the New Money Rate. The higher the New Money
Rate, the more investment income is generated on policyholder supplied funds. As described in
Chapter 5, Investments, the increase in New Money Rate is largely attributable to higher expected
returns from individual asset classes as well as a shift in the target asset allocation. The details

of the calculation of this required premium component are presented in Appendix Set A.

Line 8 — Investment Income on Capital Available for Rate Setting: ($26)

21. ICBC has renamed Basic equity as “capital available for rate setting”, so as to be clearer
about its role in the determination of the actuarial indicated rate change. This capital provides
protection for policyholders against unexpected increases in costs or decreases in revenues that
were not provided for in premiums collected. Investment income on capital available for rate
setting reduces the required premium for PY 2023 by $26. This is larger (more favourable)
compared to PY 2021 ($5) mainly due to higher capital levels, as well as an increase in the yield
on capital available for rate setting as described in Chapter 5. The higher the yield on capital
available for rate setting, the more investment income is generated. The details of this required

premium component calculation are presented in Appendix Set F.

8 Special Direction IC2 as amended by Order in Council 633/2020, December 14, 2020 (B.C. Reg. 281/2020).
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Line 9 — Impact of Rate Change Floor: $56

22. Special Direction IC2 states that “for each policy year for which the commission fixes
universal compulsory vehicle insurance rates, other than the 2021 policy year, the commission
must not decrease rates.” In order to apply the rate change floor of 0%, the required premium per
policy is increased by $56 to produce the proposed premium per policy. The additional premium
per policy collected, net of premium tax, will flow into ICBC’s Basic capital over the policy period
which will enable ICBC to continue to build towards its capital management target and to support

financial stability. Please see Chapter 4 Capital Management Plan for additional discussion.

A.4  CERTIFICATION

23. The actuarial analysis supporting the actuarial indicated rate change of -6.5% was
performed, and reviewed, in accordance with accepted actuarial practice in Canada. This includes
adherence to the Standards of Practice of the Canadian Institute of Actuaries. For additional
information on accepted actuarial practice, please refer to Appendix 3A. Certifications by ICBC’s

Filing Actuary and a Reviewing Actuary are included at the end of this Chapter.

B MAJOR FACTORS INFLUENCING THE REQUIRED PREMIUM

24, There are three major factors that have influenced the required premium for PY 2023:
changes to the capital provision, additional investment income on new premiums due to a higher
New Money Rate, and an increase in loss and ALAE costs. The change to the capital provision
is discussed above in paragraphs 17 and 18 as well as Chapter 4, and the change in New Money
Rate is discussed above in paragraph 20 as well as Chapter 5. PY 2023 loss and ALAE payments
represents the largest component of a customer’s required premium ($789 of the $808 PY 2023
required premium per policy). Given that this is the largest contributor to the overall required
premium and comprises most of the actuarial indicated rate change analysis documented in this

Chapter, this section will focus on major changes to loss and ALAE costs.

25. Overall loss and ALAE costs have increased since the last policy period at a higher trend
than expected. The majority of the higher increases are due to unexpected increases in rates of
inflation that have put upward pressure on claims costs across all coverages as well as expenses.
The higher than previously expected costs are partially offset by a lower forecast of the frequency
of injury claims based on the experience observed under the Enhanced Care product that was

introduced on May 1, 2021. ICBC still has insufficient data to estimate the full severity of
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Enhanced Accident Benefits (EAB) claims, and therefore continues to rely on related information,
similar to the 2021 RRA.

26. There is still considerable risk within ICBC’s loss and ALAE forecasts mainly around crash
frequency with the uncertainty as to where and when the frequency of crash claims will stabilize,
as well as how EAB costs will mature over time. Please refer to Section C for further discussion

on forecast risks.

27. At a high level, the loss and ALAE component is analyzed separately for each
sub-coverage, split by its cost components: frequency (number of claim exposures per policy)
and severity (average cost per claim exposure) for each historical fiscal loss year.® Since many
claims are still open and accruing costs, the ultimate frequency and severity are not known until
many years later. As a result, historical data, external data, actuarial methods, assumptions and
professional judgment are used to develop each of these cost components (please refer to
Technical Appendix Set C for more details).

28. Once historical frequencies and severities are estimated, they are then used to develop
trends to estimate the loss and ALAE for PY 2023 (please refer to Appendix C). Figure 3.4 below
provides a summary of each of the sub-coverages and the split of their frequency and severity
components. The paragraphs that follow provide additional details describing how the forecasted
frequency and severity components were developed for the two largest sub-coverages: Basic
Vehicle Damage Coverage (BVDC) and Enhanced Accident Benefits — Medical Rehabilitation
(EAB-MR).

9 See Appendix 3B, Section B for details about the sub-coverages.
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Figure 3.4 — Loss and ALAE per Policy by Sub-Coverage

PY 2023 PY 2021

2023 RRA Sub-Coverage : Loss and Loss and
Frequency | Severity ($) | ALAE per ALAE per

policy ($)! | policy ($)?

Enhanced Accident Benefits (EAB)

Medical and Rehabilitation (EAB-MR) 1.65% 15,287 253 266
Enhanced Disability (EAB-ED) 0.25% 77,765 194 165
Permanent Impairment (EAB-PI) 0.17% 24,505 41 ,
Death Benefits (EAB-DB) 0.02% 61,940 12 *
Basic Vehicle Damage Coverage (BVDC) 3.69% 6,672 247 187

Third Party Liability (TPL)

TPL-Property Damage (TPL-PD) 0.25% 7,935 20 19
TPL-Out-of-Province Bodily Injury (TPL-OOP BI)* 0.021% 98,184 21 19
Total 789 702

"PY 2023 Loss and ALAE per policy amounts include an expectation for large losses and include Bulk claims costs.
Please see Appendices A.3 to A.5 for more information.

2The PY 2021 Loss and ALAE per policy total of $702 is the forecast from the 2021 RRA. In the 2021 RRA, claims
under Manual Basic policies were analyzed separately, and contributed $14 per policy. The analysis for PY 2023 in
this Application has merged these costs directly into the separate sub-coverages. For comparison purposes, the
PY 2021 amounts have been recalculated to include Manual Basic in each sub-coverage.

3 Permanent Impairment and Death Benefits were combined in the PY 2021 analysis since data was not available for
each component at the time of the application. PY 2023 has the components separated.

4TPL-OOP Bl was called TPL-BI in the PY 2021 analysis. This is a naming change only with no change in the coverage
definition or benefits provided.

B.1 BASIC VEHICLE DAMAGE COVERAGE (BVDC): $247

29. Under Enhanced Care, BVDC provides for the recovery of most vehicle damage costs, to
the extent the driver is not at-fault in an accident. BVDC is a first party coverage for vehicle
damages up to $200,000. To estimate the PY 2023 loss and ALAE, ICBC’s historical in-province
vehicle damage claims data was used to supplement the actual BVDC claims data used for both

frequency and severity analyses.

30. Figure 3.5 below shows the BVDC frequency and its forecast, with comparison to the
corresponding forecast from the 2021 RRA. The black dots represent historical data points, with
the black diamond representing the projected PY 2023 period based on the trend selections
outlined in Appendix C.2.0. Figure 3.5 demonstrates that the current forecast is slightly lower than

the forecast at the time of the 2021 RRA (shown as the grey line with a grey triangle for PY 2021).
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Figure 3.5 - BVDC Frequency
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31. As discussed in the 2021 RRA, there are many factors that can impact crash frequency
(including weather, congestion, driving behaviour, crash avoidance technology, public transit
ridership, distracted driving, etc.). However, crash frequency has been declining over the
long-term, likely influenced by the continued improvements in crash avoidance technology
embedded in new vehicles and improvements in road safety, including those supported by ICBC’s

Road Improvement Program.

32. As seen in Figure 3.5, during the COVID-19 pandemic (fiscal loss year 2020
through 2022), crash frequency decreased significantly followed by a rebound once restrictions
were lifted in the summer of 2021 (partway through fiscal loss year 2022)."° While there has been
a significant rebound since the pandemic, the current environment has made it difficult to assess
where crash frequency will stabilize. Figure 3.5 shows that the forecast is higher than the most
recent frequency point for fiscal loss year 2022, in which frequency remained relatively low and
was affected by a number of factors that are not expected to re-occur, including: public health
restrictions related to the Omicron variant of COVID-19, substantial flooding impacting travel

through the Fraser Valley, and economic volatility following Russia’s invasion of the Ukraine.

10 Fiscal loss year (FLY) is used in this Application for grouping all claims for accidents occurring during the fiscal year.
The costs for these claims will be incurred from the year in which the accident occurs and for several years into the
future. For example, FLY 2020 includes all claims for accidents that occur from April 1, 2019 to March 31, 2020.
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33. Since the onset of the COVID-19 pandemic, new influences have impacted crash
frequency including sudden changes in gas prices, changes in mix of drivers (i.e., inexperienced
versus experienced drivers), and the evolution of where and how people work. Since there is not
enough stability in the information available to develop a change in forecast at this time, ICBC
deems it reasonable to assume that the pre-COVID-19 pandemic long-term downward trend will
continue through PY 2023. As shown in the Figure 3.5, ICBC has selected a slight downward

trend of -1.0% per year based on the historical long-term downward trend.

34. Figure 3.6 below shows the BVDC severity and its forecast, in comparison to the
corresponding forecast from the 2021 RRA. The PY 2023 BVDC severity reflects a higher severity
trend than what was forecast at the time of the 2021 RRA (shown as the grey line with a grey
triangle for PY 2021).

Figure 3.6 — BVDC Severity
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35. The selected forecast considers the steeper trend rates observed in recent years and
includes an additional adjustment to capture the high cost of BVDC claim payments seen in the
most recent two years. In the most recent two years, ICBC has observed very high inflation in
parts costs and vehicle prices, accentuated by increased cycle times for vehicle repairs, which
are affected by capacity issues in the vehicle repair industry and parts shortages affected by

disruption in supply chains. In addition, in an effort to help address ongoing inflationary cost
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pressures and to better support the material damage suppliers, ICBC has increased material
damage supplier rates effective July 1, 2022 and is providing annual supplier rate increases over
the next three years (see Chapter 7, Appendix 7B Claims Costs Management Initiatives for more
details). The PY 2023 forecast reflects an annualized trend of 7.9% plus an adjustment for
elevated inflationary levels over the next few years, which are discussed in more detail in
Appendix C.2.0.

B.2 ENHANCED ACCIDENT BENEFITS (EAB): $500

36. Enhanced Accident Benefits is comprised of Medical Rehabilitation (EAB-MR), Enhanced
Disability (EAB-EB), Permanent Impairment (EAB-PI), and Death Benefits (EAB-DB)
sub-coverages. EAB, which significantly expands the amount and type of coverage available to
injured customers, was introduced on May 1, 2021; therefore, ICBC has limited experience
available to rely on for its claims cost estimates and PY 2023 forecasts. ICBC has supplemented
this experience with data for accident benefits claims under the legal-based product for estimation
of claim frequency, and continues to rely on relevant information, in particular severity data from
Manitoba Public Insurance (MPI), to estimate claim severity (similar to the methodology used in
the December 2020 Ernst & Young Enhanced Accident Benefits Costing Report that was included
in the 2021 RRA, Chapter 3, Appendix C.4.0). Details of these estimates along with the
assumptions, methods and data used to estimate the PY 2023 frequencies and severities for each
of the sub-coverages are further discussed in Appendix C.1.0 and Technical Appendix C.1.0. The
commentary in this section provides additional information on EAB-MR, which is the largest

sub-coverage within EAB. See Appendix C.1.0 for additional details on the other segments.

B.2.1 EAB-MR: $253

37. EAB-MR provides medical and rehabilitation benefits for the care and support needed by
injured parties for their recovery. Figure 3.7 below shows the EAB-MR frequency (black dot) and

its forecast (black line), in comparison to the corresponding forecast from the 2021 RRA

(grey line).
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Figure 3.7 — EAB-MR Frequency
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38. The largest factor affecting the change in the forecast of claim frequencies is that fewer
injuries have occurred than expected, leading to a reduction in the future expected injuries under
Enhanced Care. Based on historical patterns for injury claims, ICBC expects that most of the
injury claims occurring through March 2022 will have been reported to ICBC by August 31, 2022,
and so at that point the EAB-MR frequency for fiscal loss year 2022 can be estimated with relative
confidence. With the significant changes in coverage from the introduction of Enhanced Care,
which could affect both claimant behaviour and claims processing, it is appropriate to rely on this
experience under the new product, adjusting for expected changes in the occurrence of crashes.
As a result, the EAB-MR frequency forecast reflects a lower level compared to the trajectory that
was expected in the 2021 RRA.

39. Figure 3.7 shows that the forecast for PY 2023 is lower than PY 2021, both in terms of the
level of EAB-MR frequency and the ongoing trend. This represents an assumption that the
propensity to incur an injury claim, in the event of a crash, will be relatively stable over time. Since

the frequency of crashes, as represented by the BVDC claims frequency, is forecast to follow a
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downward trend of -1.0% over time, that same trend is now being applied for the EAB-MR
frequency forecast. A corresponding assumption, and selection of a downward frequency trend,

has also been made for most of the EAB sub-coverages, in addition to EAB-MR as shown here.

40. Figure 3.8 below shows the EAB-MR severity and its forecast, with comparison to the
corresponding forecast from the 2021 RRA. The fiscal loss year (FLY) 2022 point reflects a higher
severity trend than what was forecast at the time of the 2021 RRA (shown as the grey line). Both
the FLY 2022 claims and the forecast reflect higher rates of inflation than were anticipated at the
time of the 2021 RRA. A high level discussion follows, outlining the major changes in the forecast.
Figure 3.8 — EAB-MR Severity
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41. To determine EAB-MR claim severity, ICBC relies on historical data from MPI, adjusting it
for significant differences that will affect claims costs in BC, and accounting for current and
forecast inflation as it will affect EAB-MR. ICBC actuaries consider MPI's MR severity data to be
related information to ICBC’s EAB-MR claim severity data which is immature as previously noted.
The forecast of the trend rates for EAB-MR severity combines the expected increase due to
BC consumer price index (CPI) inflation with a trend assumption to encompass factors other than
inflation. This produces future trend rates that are relatively similar to the trajectory that was
forecast in the 2021 RRA.
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42. Adjustments are applied to the MPI severities to encompass enhancements to their
product that make them more similar to the EAB coverage, to account for payments to provincial

health services for injured customers, and to bring historical costs to the current level.

43. Under EAB-MR, the treatment fees paid to medical service providers are subject to annual
increases based on the rate of inflation as reflected in the BC CPI (capped at 6.0%). Consistent
with this, the EAB-MR severity forecast relies on known and forecast BC CPI changes to capture
the impact of inflation. This affects not only the forecast years, but also the severity of
EAB-MR claims for the current year, since claims involving significant injuries will require ongoing
treatments over multiple years. Since the latest BC CPI inflation forecasts are high for the current
year and moderating for future years, the EAB-MR severity trend also becomes gradually less
steep over the next three years, as shown in Figure 3.8. The majority of the larger increases for
EAB-MR are due to the unexpected increases in the BC CPI forecast. Factors other than inflation
are also assumed to contribute to the EAB-MR severity trend, as has been observed for historical

claims. This is discussed in further detail in Appendix C.1.0 and Technical Appendix C.1.0.

C FORECAST RISKS

44. The forecasts described above are ICBC’s best estimates according to accepted actuarial
practice. However, there is volatility inherent in such forecasts. In this section, this variability is
explored by discussing how it is impacted by the length of the policy period and selected

sensitivities for key input assumptions.
C.1  LENGTH OF POLICY PERIOD

45, Typically, the policy period for the actuarial indicated rate change analysis is 12 months,
aligning with the length of a typical automobile policy. In this Application, as directed by Special
Direction IC2, PY 2023 encompasses a longer, 24-month policy period. A longer forecast period
comes with increased risk that actual experience will differ from the forecast level due to
unexpected events, changes in the environment, or changes in customer behaviour over this
longer than usual forecast period. As a result of these risks, the true value of required premiums

may differ from the best estimate.

46. At the time of the PY 2023 analysis, there is increased uncertainty around inflationary
forecasts and post-pandemic crash rates. Therefore, a longer policy period contributes to higher

levels of estimation risk. This means that premiums charged for PY 2023 could be inadequate to
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cover costs. However, the potential impact of these risks on the required premium is mitigated to
some extent by the difference between the actuarial indicated rate change of -6.5%, and the
application of the rate change floor of 0%. The application of the rate change floor of 0% allows
ICBC to collect additional premium than required to cover costs, thus building capital at a time
where capital is below its management target. It also provides room for ICBC to absorb, to some
extent, unexpected adverse emergence over the 24-month policy period until such time as ICBC

can file its next rate change.

47. While a longer forecast period comes with some increased risk, it also provides benefits.
A 24-month policy period provides greater stability in customer premiums during a time of inflation
uncertainty. The next section, C.2 Sensitivity Analysis, quantifies some of the uncertainties around

key input assumptions.

C.2  SENSITIVITY ANALYSIS

48. In the August 19, 2019 Decision on the 2019 Revenue Requirements Application
(Order G-192-19), the BCUC commented that they found the sensitivity analysis useful for
highlighting to stakeholders that there is a range of variability in the actuarial indicated rate change

that may arise from one or more changes to various assumptions. '

49. The actuaries examined several scenarios to evaluate the sensitivity of the actuarial
indicated rate change to certain assumptions, with all other assumptions being held unchanged.
Each row of Figure 3.9 below identifies an assumption that was tested, the degree of change to
that assumption, and the extent to which that degree of change would impact the actuarial

indicated rate change.

50. ICBC cautions that these sensitivities are provided for informational purposes only. The
scope of professional judgment that goes into the determination of the actuarial indicated rate
change is constrained by the principles of accepted actuarial practice. While substituting that
judgment with different (and sometimes arbitrary) assumptions in the manner set out in Figure 3.9
might be informative for stakeholders; the alternative assumptions posed are not necessarily
reasonable for use in the actuarial indicated rate change analysis based on known facts.

Importantly, they would not necessarily result in an updated actuarial indicated rate change that

" BCUC Order G-192-19, p. 23.
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accords with accepted actuarial practice as the BCUC recognized in Order G-192-19.12
In addition, ICBC’s actuaries and the external actuary cannot foresee any change in assumption
that would accord with accepted actuarial practice and that would result in a change to the
actuarial indicated rate change such that it would be greater than the proposed rate change of 0%,
given the magnitude of the differential between the rate change floor and the actuarial indicated

rate change.

Figure 3.9 — Sensitivity Analysis

Percentage Point Impact on
Line Scenario Actuarial Indicated Rate
Change

1 Change in New Money Rate from 5.72% to 4.72% 3.0%
2 Change in New Money Rate from 5.72% to 6.72% -2.7%
3 Decrease in inflation assumptions’: 2 -6.8%
4 Increase in inflation assumptions™ 3 6.2%
5 Decrease in EAB loss and ALAE by 1% -0.4%
6 Increase in EAB loss and ALAE by 1% 0.4%

Decrease in non-EAB loss and ALAE by 1% -0.4%
8 Increase in non-EAB loss and ALAE by 1% 0.4%

" Inflation rates for the best estimate are 7.0%, 3.9%, 2.4%, 2.2%, and 2.0% for fiscal years 2023 through 2027+,
respectively.

2 In this scenario, inflation rates were decreased from the best estimate. The inflation rates used here are 5.2%, 1.9%,
0.8%, 0.7%, and 1.2% for fiscal years 2023 through 2027+, respectively.

31n this scenario, inflation rates were increased from the best estimate. The inflation rates used here are 8.8%, 6.3%,
4.4%, 4.2%, and 2.9% for fiscal years 2023 through 2027+, respectively.

Notes:

Items 1 and 2 examine the impact of changing the New Money Rate used to calculate investment income on
policyholder supplied funds (see Technical Appendix A.1.0) by +1 ppt.

Items 3 and 4 examine the effects of higher and lower inflation for claims payments.

Items 5 and 6 examine the impact of changing the EAB PY 2023 claims costs by + 1%. PY 2023 EAB loss and ALAE
totals $3.8 billion (for the 24-month period); therefore, these items examine the impacts on the indicated rate change
of increasing EAB Loss and ALAE by $38 million (or decreasing them by $38 million). The rate impact also accounts
for the change in investment income as a result of higher (or lower) EAB loss and ALAE.

Items 7 and 8 examine the impact of changing PY 2023 loss and ALAE of all coverages except EAB by * 1%, including
impacts from investment income as a result of changes in PY 2023 loss and ALAE.

C.3 MATERIALITY STANDARD

51. The actuarial Standards of Practice (SOP) in Canada require the actuary to set a standard
for materiality. The use of the materiality standard is set out in Section 1240 of the SOP, which

says, “...an omission, understatement, or overstatement is material if the actuary expects it to

12 |bid. p. 23 “The panel agrees with ICBC and finds that sensitivity analyses may produce rate indications that are not
in accordance with AAP.”
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affect either the user’s decision-making or the user’s reasonable expectations.” The actuaries
have determined a materiality standard for the purposes of the work that is conducted in this

revenue requirements analysis and the calculation of the -6.5% actuarial indicated rate change.

52. The significance of the application of a materiality standard is two-fold. It relates to both
the approximation used in the course of the work, and to errors or omissions that are found after
the completion of the work. First, in relation to approximations used in the course of the work, the
materiality standard provides guidance to the actuary regarding an appropriate level of
approximation. Approximation includes simplification of a complex reality into a simpler mode, but
does not include omission of assumptions or elements of the methodology. Second, in relation to
errors or omissions that are found subsequent to the completion of the work, the materiality

standard provides guidance to the actuary regarding the appropriate response.

53. The materiality standard is judged by the actuary from the point of view of the user. Based
on the considerations discussed above, an annual amount of $30.3 million, or $60.6 million for
the 24-month policy period (equivalent to approximately 1% of the annualized required premium)
was selected as the materiality standard for the actuarial indicated rate change analysis in this
Application. This is similar to the $30 million annual amount, or $57.5 million for the 23-month
policy period used in the 2021 RRA.

D CONCLUSION

54. This Chapter provides the analysis and details supporting the actuarial indicated rate
change of -6.5% including the prescribed capital provision of 7% of required premium. The
proposed rate change is 0% because of the prescribed rate change floor in Special Direction IC2

which provides that the commission must not decrease rates.

55. The actuarial indicated rate change is negative, largely due to a higher New Money Rate
combined with a decrease in the overall capital provision. These impacts are slightly offset by
higher than expected loss and ALAE costs largely due to the recent increases in inflation putting
upward pressure on claim costs across all coverages. There is still uncertainty around ICBC’s
estimates as forecast risk remains high under the new Enhanced Care product as well as
uncertainty in future crash frequency and the current economic environment. The rate change
floor helps to build capital which serves as a buffer over the 24-month policy period to absorb

some or all of the impact of unexpected costs, and to support financial stability.
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E ACTUARY OPINIONS

E.1 FILING ACTUARY’S OPINION

56. I, Kelly Aimers, am an Associate of the Casualty Actuarial Society and a Fellow of the
Canadian Institute of Actuaries and have derived the actuarial indicated rate change of -6.5% in
accordance with accepted actuarial practice in Canada, on behalf of the Insurance Corporation
of British Columbia, for Basic coverage in respect of all rate class categories of automobile

insurance, to be effective April 1, 2023 for both new and renewal business.

57. | have reviewed the data, methods, and assumptions underlying this actuarial indicated
rate change for reasonableness and consistency, and | believe the data, methods, and
assumptions are reliable and sufficient for the determination of the actuarial indicated changes in

average rate level.

MW December 15, 2022

Signature of Filing Actuary Date

E.2 REVIEWING ACTUARY’S OPINION

58. [, William T. Weiland, am a Fellow of the Casualty Actuarial Society and a Fellow of the
Canadian Institute of Actuaries. | have reviewed the actuarial indicated rate change requirements
for Basic coverage prepared by Kelly Aimers for the Insurance Corporation of British Columbia
as set out in the document “Actuarial Indicated Rate Change Analysis”, dated
15 December, 2022.

59. In my opinion, the actuarial indicated changes in average rate level presented in this

Chapter have been calculated in accordance with accepted actuarial practice in Canada.

). T-M December 15, 2022

Signature of Reviewing Actuary Date
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A INTRODUCTION

1. To conform with Special Direction 1C2 to the BC Utilites Commission,
BC Regulation 307/2004, as amended (Special Direction IC2), the actuarial indicated rate change
analysis in a revenue requirements application (RRA) filed with the British Columbia Utilities
Commission (BCUC) is performed in accordance with accepted actuarial practice in Canada
(AAP). ICBC’s Filing Actuary and ICBC’s Reviewing Actuary (ICBC’s actuaries) certify that the
actuarial indicated rate change discussed in this Application has been calculated in accordance
with AAP.

2. AAP is the manner of performing work in Canada in accordance to the Rules of
Professional Conduct (Rules)' and the Standards of Practice (SOP)? of the Canadian Institute of
Actuaries, as well as the appropriate Guidance Materials.® The Rules provide the Canadian
Institute of Actuaries’ highest order of guidance, and deviation from them is typically considered
to represent professional misconduct, unless there is objective evidence to the contrary. Any and

all deviations from the standards require disclosure and justification from the actuary.

3. AAP applies to all aspects of actuarial work, specifically by defining the constraints of
judgment actuaries employ. Section 1140 of the SOP describes how actuarial judgment is a
necessary part of the application of the standards, and that judgment is required to be exercised
in a reasonable fashion. Actuarial judgment is considered reasonable if the judgment is objective
and takes account of such matters as the Rules, the spirit and intent of the standards, the duty of
the profession to the public, information relevant to the circumstances of the case, and common

sense.

4. The actuarial indicated rate change analysis described in this Application filed with the
BCUC is performed in accordance with AAP. The proposed rate change of 0% represents the
change to Basic insurance revenue that ICBC requires, and is equal to the actuarial indicated rate

change adjusted according to the rate smoothing framework as set out in Special Direction IC2.

" Canadian Institute of Actuaries, (2020), Rules of Professional Conduct. Retrieved from https.//www.cia-
ica.ca/publications/rules-of-professional-conduct.

2 Canadian Institute of Actuaries, (2022), Standards of Practice. Retrieved from hitps./www.cia-
ica.ca/publications/standards-of-practice.

8 Canadian Institute of Actuaries, (n.d.), Guidance Material. Retrieved from https.//www.cia-
ica.ca/publications/quidance.
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5. In this Application, there is no longer a Government Directive to use Manitoba Public
Insurance (MPI) historical claims data to estimate the future Enhanced Accident Benefits (EAB)
claims costs. However, even though Enhanced Care was implemented in May 2021, ICBC does
not have enough paid loss and allocated loss adjustment expense (ALAE) data under the new
product to produce credible estimates using only that information. Therefore, similar to the prior
application, ICBC actuaries have continued to rely on both internal and external data in its

actuarial analysis.

6. The following components of AAP have particular relevance for purposes of this
Application and are discussed in the following sections:
e Section B: Basic insurance rates should cover the costs of providing Basic insurance
and include a specified capital provision.
e Section C: The estimate of claims costs must be an unbiased best estimate based on
all of the information available to the actuary at the time the estimate is prepared.
e Section D: Itis appropriate for ICBC to use reliable publicly available data from external
sources (i.e., related experience from external data) where ICBC equivalents
(i.e., subject experience) are not available.
e Section E: The materiality standard is required to be set by the actuary from the point
of view of the user of the work.
e Section F: Each assumption that is material to the results should be disclosed and
described in the Application.
e Section G: Subsequent events are handled in compliance with AAP and any impacts
will be eventually captured in the following RRA.*
e Section H: The actuarial indicated rate change should be prepared based on

assumptions that are not only independently reasonable, but appropriate in aggregate.

B BASIC INSURANCE RATES SHOULD COVER COSTS AND A SPECIFIED
CAPITAL PROVISION

7. The application of AAP in the context of this Application requires that the actuarial

indicated rate change should provide for all costs, without exclusion. This principle is reflected in

Section 2620.01 of the SOP, which states:

4 Subsequent events are defined under subsection 1430 of the SOP, as “an event of which an actuary first becomes
aware after a calculation date but before the corresponding report date”.
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The best estimate present value of cash flows relating to the revenue at the indicated rate
should equal the best estimate present value of cash flows relating to the corresponding
claim costs and expense costs, plus the present value of a provision for profit, over a
specified period of time.
8. As stated in 2620.01, the actuarial indicated rate change includes a provision for profit.
This profit provision is referred to as a capital provision by ICBC because Basic insurance
operates as a closed system where all profits flow directly into capital. Capital is beneficial to
policyholders because it provides protection against unexpected unfavourable changes in costs
or revenues. Section 2620.14 of the SOP states that the provision for profit (capital provision)
included in the actuarial indicated rate change may be specified to the actuary,® which is the case

for this Application.®

C UNBIASED BEST ESTIMATES ARE BASED ON PERTINENT INFORMATION

9. In forecasting future claims costs, ICBC’s actuaries have considered information available
at the time relating to all relevant circumstances, both favourable and unfavourable, in selecting
appropriate models and assumptions and in establishing assumptions that are on a best estimate
basis. Nevertheless, when forecasting, different and acceptable professional judgments will

produce a range of outcomes that are consistent with accepted actuarial practice.

10. Section 2620.02 of the SOP states that:

The actuary should select appropriate methods, techniques, and assumptions recognizing
that such elements depend on the circumstances affecting the work and that a variety of
actuarial methods may be appropriate to derive an indicated rate.
11. 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 AAP. However,
because an actuary tasked with estimating the actuarial indicated rate change would use the
Standards of Practice, the actuary would be focused on producing a best estimate of the present

value of cash flows.

5 Section 2620.14 of the SOP states “The provision for profit, or other assumptions that are pertinent to its derivation,
may be specified to the actuary under the terms of an appropriate engagement.” In this context, ICBC has used capital
provision, which may be positive or negative, as a “provision for profit”.

6 Special Direction IC2 to the BC Ultilities Commission, BC Regulation 307/2004, (Special Direction IC2) as amended
by Order in Council 666/2022, December 12, 2022 (B.C. Reg. 269/2022).
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D IT IS APPROPRIATE FOR ICBC TO RELY ON EXTERNAL DATA

12. Even though Enhanced Care was implemented on May 1, 2021, ICBC does not have
enough paid loss and ALAE data under the new product to produce credible estimates. Therefore,
ICBC has supplemented this experience with data for accident benefits claims under the
legal-based product for estimating claim frequency, and continues to rely on relevant external
data, in particular severity data from Manitoba Public Insurance (MPI), for the estimation of claim
severity. This is similar to the methodology used in the December 2020 Ernst & Young Enhanced
Accident Benefits Costing Report that was included in the 2021 RRA (2020 EY EAB Report).”8

13. Section 1440.03 of the SOP states that:

Where data specific to the client are not available or not relevant, the actuary would
consider using industry data, population data, or other published data with suitable
adjustments where relevant and appropriate.
14. ICBC is not able to test the sufficiency and reliability of the external data, but rather relies
on the work of MPI’s actuaries in putting appropriate procedures in place to establish sufficiency
and reliability of the data. In accordance with Section 1440.11 of the SOP.
The actuary usually uses data prepared by another party such as the client, an
independent administrator, an auditor, a government body, or an external association.
When placing reliance on such data, the actuary would consider the qualifications,
competence, integrity, and objectivity of the party providing the data.
15. In deciding to place reliance on the data from the MPI rate filing, ICBC has considered
that the data was used by qualified actuaries at MPI for the purpose of a rate filing with their
external regulator, subject to the reviews of the regulator as well as MPI's external actuary who

is a Fellow of the Canadian Institute of Actuaries.

E ICBC CONFORMS TO MATERIALITY STANDARD

16. AAP requires the actuary to set a standard for materiality. The use of the materiality
standard is set out in Section 1240.02 of the SOP,
“Material” has its ordinary meaning, but is judged from the point of view of a user, having

regard for the purpose of the work. Thus, an omission, understatement, or overstatement
is material if the actuary expects it to affect either the user’s decision-making or the user’s

72021 RRA, Chapter 3, Appendix C.4.0 December 2020 EY Enhanced Accident Benefits Costing Report.
8 https://apps.mpi.mb.ca/Rate-Application/2023/2023 GRA.pdf.
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reasonable expectations. When the user does not specify a standard of materiality,

judgment falls to the actuary.
17. The significance of the application of a materiality standard is two-fold. It relates to both
the approximation used in the course of the work, and to errors or omissions that are found after
the completion of the work. First, in relation to approximations used in the course of the work, the
materiality standard provides guidance to the actuary regarding an appropriate level of
approximation. Approximation includes simplification of a complex methodology into a simpler
mode, but does not include omission of assumptions or elements of the methodology. Second, in
relation to errors or omissions that are found subsequent to the completion of the work, the

materiality standard provides guidance to the actuary regarding the appropriate response.

18. The materiality standard is judged by the actuary from the point of view of the user. Based
on the considerations discussed above, the materiality standard is selected and reported in

Chapter 3, Actuarial Indicated Rate Change Analysis, Section C.3.

F ICBC’S DISCLOSURES ARE COMPLIANT WITH AAP

19. ICBC considers the disclosures, descriptions and rationale contained within this
Application to be in compliance with Section 1710.01 of the SOP, which specifies the level of

details which is required to be included in an external actuarial report such as, for example:

. Say whether or not the work is in accordance with AAP in Canada and, if not,

disclose the deviation from that practice;

° Describe each assumption used for the work that is material to the results of the
work;

° Provide the rationale for each such assumption that is material to the results of the
work;

. For matters requiring an assumption other than a model or data assumption,

disclose any assumption that is different from assumption of continuance of the
status quo and, if practical, useful, and appropriate under the terms of the
engagement, disclose the effect of alternative assumptions;

. Describe the methods used for the work;
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. In the case of a periodic report, disclose any inconsistency between the
assumptions and methods of the current and prior reports and the rationale for
such inconsistency;

. Describe any subsequent event that is not taken into account in the work.

20. This Application includes detailed information about the basis of selection of many of the
assumptions used in the actuarial analysis. ICBC has included a discussion of those assumptions
that are considered to be of greatest relevance to the intended users of this Application, and has
identified any significant changes in the basis of selection of assumptions. ICBC believes this
disclosure complies with the spirit and intent of Section 1710.01. Although ICBC has not described
or provided a rationale for every assumption that may be deemed to be material to the results of
this Application, ICBC considers the disclosures pertaining to the assumptions in this Application

to be reasonable and appropriate to the circumstances.

21. ICBC’s approach to the selection of analysis assumptions (e.g., development factors or
trend selections) for the other coverages is consistent with prior RRAs. Although the basis of
selection may change from year to year (e.g., moving from a four-year average to a three-year
average), ICBC continues to make every reasonable effort to be consistent in the considerations
brought to bear in making those decisions, including the degree of responsiveness versus
stability, and the identification and treatment of outliers. Furthermore, ICBC’s approach to the
selection of methods to produce the claim costs estimates for these coverages remains consistent
with prior RRAs.

22. As has been the practice over several RRAs, the actuaries have evaluated the sensitivity
of the rate indication to a change in certain assumptions, leaving all other assumptions
unchanged. Please see Chapter 3, Figure 3.9 which provides these sensitivities. ICBC cautions
that these sensitivities are provided for informational purposes only, since the scope of
professional judgment that goes into the determination of the actuarial indicated rate change is
constrained by the principles of AAP. Substituting that judgment with different (and sometimes
arbitrary) assumptions in the manner set out in Figure 3.9 might be informative from the
perspective of understanding how sensitive the actuarial indicated rate change is to changes in

assumptions; however, the alternative assumptions posed are not necessarily reasonable for use
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in the actuarial analysis based on known facts. Importantly, they would not result in an updated

actuarial indicated rate change that accords with AAP.°

G TREATMENT OF SUBSEQUENT EVENTS COMPLIES WITH AAP

23. ICBC’s revenue requirements analysis process normally selects assumptions at a point in
time and is reflective of all known facts of the organization at the time of calculation. The results

of which form the basis of the actuarial indicated rate change.

24. Section 1430.04 of the SOP states that:

A subsequent event is relevant to the recommendation if it reveals an error, provides
information about the entity, or is a decision that makes the entity different.
25. If a subsequent event occurs, the actuary would follow a decision tree matrix set forth in
the Canadian Institute of Actuaries Revised Education Note, Subsequent Events dated
October 2015 to determine if the actuary needs to take the event into account or report the event,

but not take it into account.®

26. It is ICBC’s position that any update to actuarial estimates for subsequent events would
require ICBC to revisit all assumptions within its analysis to determine an updated actuarial

indicated rate change that accords with AAP.

H SELECTED ASSUMPTIONS ARE REASONABLE, BOTH INDIVIDUALLY AND
IN AGGREGATE
27. AAP in Canada requires that the rate indication should be prepared based on assumptions
that are not only independently reasonable, but also appropriate in aggregate. ICBC submits that
the actuarial indicated rate change analysis included in this Application, should be considered
without updating information in a piecemeal manner. ICBC has considered all information together
and ensures that assumptions used are appropriate both individually and in aggregate.
Section 1620.29 of the SOP states:
The assumptions that the actuary selects or for which the actuary takes responsibility,

other than alternative assumptions selected for the purpose of sensitivity testing, would
be independently reasonable and appropriate in the aggregate.

9 BCUC Order G-192-19, p. 23 “The panel agrees with ICBC and finds that sensitivity analyses may produce rate
indications that are not in accordance with AAP.”

10 hitps://www.cia-ica.ca/docs/default-source/2015/215083e.pdf
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A INTRODUCTION

1. This Appendix provides an overview to the actuarial indicated rate change analysis and
documentation in Chapter 3. Chapter 3 provides the details of the calculation of the Policy Year

(PY) 2023 required premium and the projected PY 2023 premium at the current rate level.

2. This appendix is organized as follows:

Section B of this appendix provides an overview of Basic sub-coverages, and the

abbreviations used to refer to them.
e Section C provides an overview of a policy year.

o Section D explains how to navigate the actuarial indicated rate change analysis and

documentation (actuarial appendices and actuarial technical appendices).

e Section E provides an overview of significant changes to the methodology, data, and
presentation of the actuarial indicated rate change analysis of this Application as
compared to the 2021 Revenue Requirements Application (RRA). This is in
accordance with Accepted Actuarial Practice (AAP) for an external periodic report
where the actuary should disclose any inconsistency between the assumptions and

methods of the current and prior reports and the rationale for such inconsistency.’

B OVERVIEW OF BASIC SUB-COVERAGES

3. Basic insurance represents the minimum amount of insurance that must be carried by BC
motorists and must be purchased through ICBC. This Application does not encompass any of the

Optional insurance coverages that are sold by ICBC.

4. In a typical year, the Plate Owner Basic insurance represents nearly all of the total
premium volume for Basic insurance. The category “Manual Basic” consists of many different
policy forms or vehicle types that have features requiring different processing than Plate Owner
Basic insurance. In this Application, the premium experience for Plate Owner and Manual Basic
policies are analyzed separately, whereas the claims experience for Plate Owner and Manual

Basic policies is analyzed on a combined basis.

' Canadian Institute of Actuaries, (n.d.), Standards of Practice. Section 1710.01. Retrieved from https://www.cia-
ica.cal/publications/standards-of-practice.
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5. The claims experience is analyzed for the seven sub-coverages under Enhanced Care
described briefly below. The Enhanced Accident Benefits coverage is comprised of the Medical
Rehabilitation, Enhanced Disability, Permanent Impairment, and Death Benefits sub-coverages.
Basic Vehicle Damage Coverage does not have additional sub-coverages. The Third Party
Liability coverage is comprised of the Property Damage and Out-of-Province Bodily Injury

sub-coverages.

o Enhanced Accident Benefits - Medical Rehabilitation provides medical and
rehabilitation benefits for the care and support needed by injured parties for their

recovery.

o Enhanced Accident Benefits — Enhanced Disability provides wage earners,
including those who are self-employed, and non-earners (such as students and
caregivers) benefits when they are unable to work, study, or perform regular duties
due to injuries suffered in a crash. The income replacement benefit for wage earners
provides 90 per cent of net income, calculated based on a maximum gross yearly
employment income prescribed in the Enhanced Care regulations. Amounts provided
for other benefits (i.e., non-earner benefits) are also prescribed in the Insurance

(Vehicle) Regulation.

o Enhanced Accident Benefits — Permanent Impairment provides compensation for
the most seriously injured claimants depending on the nature and the level of their

permanent impairment.

o Enhanced Accident Benefits — Death Benefits provides benefits payable to the
deceased’s spouse and/or dependents, and may be paid to the non-dependent
children or parents of the deceased if there are no dependents and no spouse. Grief

counseling is also available for grieving family members.

o Basic Vehicle Damage Coverage provides for the recovery of most vehicle damage
costs, to the extent the driver is not at-fault in an accident. Basic Vehicle Damage

Coverage is a first party coverage for vehicle damages up to $200,000.

o Third Party Liability — Property Damage. Under the legal-based model, material
damage costs that were indemnified by the at-fault vehicle owner’s third party liability
policy were referred to as Property Damage (PD) costs. Under Enhanced Care, most

of these costs are now covered by Basic Vehicle Damage Coverage. The remaining
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costs are covered under Third Party Liability — Property Damage and include PD
claims that occur outside of British Columbia, claims for non-vehicle PD, and claims

for customer vehicles under garage service operator care.

e Third Party Liability — Out-of-Province Bodily Injury provides coverage for bodily

injury claims where the legislated limitation on lawsuits is not applied.

6. Figure 3B.1 lists the abbreviations for Enhanced Care and legal-based coverages that are
referred to broadly in this Chapter. For legal-based coverages, the list is not exhaustive as other

historical coverages may be referred to in select areas, or not referred to at all.

Figure 3B.1 — Abbreviations for Enhanced Care and Legal-Based Coverages

Abbreviation Enhanced Care

EAB Enhanced Accident Benefits
EAB-MR EAB-Medical Rehabilitation
EAB-ED EAB-Enhanced Disability

EAB-PI EAB-Permanent Impairment
EAB-DB EAB-Death Benefits

BvVDC Basic Vehicle Damage Coverage
TPL Third Party Liability

TPL-PD TPL-Property Damage
TPL-OOP BI TPL-Out-of-Province Bodily Injury
Abbreviation Legal-Based

AB Accident Benefits

AB-MR AB-Medical Rehabilitation
AB-WB AB-Weekly Benefits

AB-DB AB-Death Benefits

C OVERVIEW OF A POLICY YEAR

7. The Basic insurance rates set by the BCUC are normally charged at the time a policy is
sold, or written, and changes to rates become effective for new policies (or renewals) as they are
sold. Since the rates set by the BCUC are expected to remain in force for a period of time between
rate changes, all policies written in that period are subject to the same rate level, and collectively

provide the total premium revenue for that policy year. The insurance rates must therefore be set
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such that this revenue is expected to be sufficient to cover the costs associated with providing
insurance coverage for the policies written in that policy year. In consequence, the future costs
and related investment income in a RRA must be estimated on the policy year (written) basis, in
order to determine the required rate change. In this Application, as directed by
Special Direction IC2 (OIC 666/2022), PY 2023 is a 24-month policy period.

D ACTUARIAL APPENDICES AND TECHNICAL APPENDICES

8. As discussed in Chapter 3, the actuarial indicated rate change is calculated as the percent
difference between the amount of premium that needs to be collected to cover PY 2023 costs
including a capital provision (required premium), compared to the premiums customers would
have paid in PY 2023 assuming no change to rates (projected premium at current rate level). The
calculations for the required premium are included in Appendix Set A and Technical
Appendix Set A and the calculations for the projected premium at current rate level are included
in Appendix Set B and Technical Appendix Set B. The actuarial analyses for the components of

the required premium are presented in Appendix Sets C to F and Technical Appendix Sets C to F.

9. PY 2023 loss and allocated loss adjustment expense costs are the largest component of
required premium and are calculated from a relatively complex actuarial analysis. Claims
forecasting and the reserving analysis are discussed in Appendix Set C and Technical
Appendix Set C, which are organized in more detail by coverage (Enhanced Accident Benefits,

Basic Vehicle Damage Coverage, and Third Party Liability).

10. Figure 3B.2 lists the actuarial appendix sets and the actuarial technical appendix sets
where more detailed analysis can be found. The numbering for the appendix and technical
appendix sets in this Application were streamlined in comparison to the 2021 RRA, in order to

improve the flow of information.
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Figure 3B.2- Actuarial Appendix and Technical Appendix List, 2023 RRA vs. 2021 RRA

Topic 2023 RRA 2021 RRA

Appendix Technical Appendix Technical
PP Appendix PP Appendix

Required Premium A A A A

Projected Premium at Current B B B B

Rate Level

Claims Forecast and Reserving

Analysis C C C,D,and E CandD

Expense and Miscellaneous D none H none

Revenue

Payment Patterns E E F F

Investment Income on Capital E none G none

Available for Rate Setting*

*This appendix was called “Capital Provision and Income on Basic Equity” in the 2021 RRA. The calculation of the
capital provision is now provided in Appendix A. Basic Equity is now called Capital Available for Rate Setting as
prescribed by Special Direction IC2.

11. Each appendix set is introduced with an explanatory note that is numbered zero
(i.e., Appendix A.0), which outlines the purpose of the appendix set, explains the methods used,
and provides a summary of the results. Each appendix set also includes numerical tables to show

the actuarial analysis and results.

12. Technical appendices are provided for some of the appendix sets to provide technical
details on the actuarial methods and assumptions. The intent is to have detailed technical
information available as it could be useful to readers that are familiar with the more technical
aspects of the actuarial methods and assumptions. When required, a technical appendix set is
introduced with an explanatory technical appendix note that is numbered zero (i.e., Technical
Appendix A.0). When required, a technical appendix set also includes numerical tables in Excel
format that are not included in the main section of this Application, but are provided in electronic

format only.
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E REVISIONS TO THE ACTUARIAL INDICATED RATE CHANGE ANALYSIS

13. This section gives a synopsis of the significant changes to the presentation, data, and
methodology of the actuarial indicated rate change analysis of this Application as compared to
the 2021 RRA. The changes are intended to improve the analysis, simplify content, improve clarity

of explanations, and better align with the summaries of results provided in Chapter 3.

14. Figure 3B.3 summarizes the changes in data, presentation and methodology including
impacts on the actuarial indicated rate change, if any, with more details provided in the relevant
appendices or technical appendices as indicated. A change that should have no impact on the

actuarial indicated rate change but has not been formally tested is given an impact of “N/A”.
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Figure 3B.3- Revisions to the Actuarial Indicated Rate Change Analysis

Impact on
. I Type of e Actuarial
Reference Subject of Revision Revision Description of Change Indicated Rate
Change
B. Temporary Presentation TOP written risk exposure and trended average premium
Projected Operation Permit at current rate level amounts are grouped with Personal.
Premiumat |(TOP) In the 2021 RRA, TOP written risk exposure amounts
Current Rate were incorrectly grouped with Manual Basic. This error Not Material
Level was addressed, including the impact on the PY 2021
indicated rate change in the February 26, 2021 Errata to
ICBC’s 2021 Revenue Requirements Application,
Attachment A.
Data Source for Data The data source for written risk exposure data has been
Written Risk improved vs. the PY 2021 RRA analysis, to more Not Material
Exposures accurately capture complex transactions.
Fleet Retrospective | Data The data source for fleet retrospective program premium
Rating Program data has been improved versus the PY 2021 RRA ,
, . . o Not Material
analysis, more accurately identifying and categorizing all
eligible products.
Fleet Retrospective | Data One large fleet that was incorrectly identified as a
Rating program Garage policy in prior RRAs is now correctly identified as
Fleet Reporting policy.
This affects the percent of Garage fleets that participate
in the Fleet Retrospective Rating plan. In the 2021 RRA Not Material
it was too high, but the resulting impact was not material ot Materna
given the small size of the Garage fleet retrospective
adjustment. This also affected the percent of Fleet
Reporting fleets that participate in the Fleet
Retrospective Rate plan, but to a lesser extent.
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Reference

Subject of Revision

Type of
Revision

Description of Change

Impact on
Actuarial
Indicated Rate
Change

C.

Claims
Forecast and
Reserving
Analysis

Claims Forecast
Analysis by
Coverages

Presentation

The claims forecast analysis is now presented at the
coverage level (EAB, BVDC, and TPL) with
sub-coverage detail provided in Appendices C.1.0,
C.2.0, and C.3.0 respectively.

In the 2021 RRA, the organization of Appendix set C
was more linear, and needed to accommodate the
December 2020 Ernst & Young Enhanced Accident
Benefits Costing Report that was included in the 2021
RRA (2020 EY EAB Report)

N/A

Combining Manual
Basic with Plate
Owner

Data and
Method

Manual Basic claims and Plate Owner claims are
analyzed together on a combined basis.

In previous RRAs, loss costs were analyzed separately
for Plate Owner and Manual Basic policies.

Since the vast majority of Basic claims are Plate Owner
claims, combining the two policy types in the analysis
created efficiencies and streamlined the actuarial
analysis.

For more information see Technical Appendix C.0
Sub-section C.3.

Not Material

Grouping of Claims
Sub-coverages

Data

Sub-coverages are now organized as described in
Section B above. EAB-PI and EAB-DB are now analyzed
and presented separately. Out-of-province PD claims,
non-vehicle PD, and customer vehicles under garage
service operator care claims are analyzed and presented
on a combined basis as TPL-PD.

In the 2021 RRA EAB-PI and EAB-DB were analyzed on
a combined basis and TPL-PD claims were separated
into multiple groups.

For more information see Appendix C.0 Section B.

N/A
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Type of

Reference ..
Revision

Subject of Revision

Description of Change

Impact on
Actuarial
Indicated Rate
Change

C. Triangle Data Data

Claims
Forecast and
Reserving
Analysis

The claims data used in the actuarial reserving analysis
is aligned with the fiscal year (ending March 31 of each
year). This includes a projection of the claims data from
August 31, 2022 to March 31, 2023.

In the 2021 RRA, the historical claims data was
organized into periods ending June 30 or August 31 of
each year.

For more information see Technical Appendix C.0
Sub-section C.5.

Not Material

Large Claims Method
Adjustments in

Reserving Analysis

Claims reserving analysis now applies a consistent
determination of adjustments for large claims in all
sub-coverages.

In the 2021 RRA, the potential impact of large claims
was considered and adjusted more independently within
the analysis of each sub-coverage.

For more information see Technical Appendix C.0
Sub-section B.4

Not Material

EAB Claims Costs Presentation

Presented on a full value basis including the cost of
expected future increases from CPI inflation (referred to
as indexation).

In the 2021 RRA, the costs were presented at the
current cost level (non-indexed).

For more information see Technical Appendix C.0
Sub-section B.5.

N/A
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Reference

Subject of Revision

Type of
Revision

Description of Change

Impact on
Actuarial
Indicated Rate
Change

C.

Claims
Forecast and
Reserving
Analysis

Forecasted Bulk
Claims Costs

Method and
Presentation

Basic bulk claims costs are now forecasted on an overall
basis, based on exposure growth and BC Consumer
Price Index inflation, and then allocated by
sub-coverage.

In the 2021 RRA, the costs were allocated first, and then
loss cost trends were applied.

For more information see Appendix C.4.0 Section B.

Not Material

Claim Counts Used
in the unallocated
loss adjustment
expense (ULAE)
Analysis

Data

Claim counts for all coverages are presented on a claim
exposure basis to align the view of claims between the
Reserving analysis and the ULAE analysis.

In the 2021 RRA, claims data was displayed on a claim
exposure basis in most cases, however claim level
counts were used in the presentation of the ULAE
analysis (except for TPL-BI coverage).

N/A

ULAE Analysis

Method

Forecasts for EAB-PI and EAB-DB are now calculated
separately, consistent with the related claims reserving
analysis. Forecasts for BVDC and TPL-PD are now
calculated separately, to be more consistent with the
claims forecast. Separate duration assumptions are now
applied for EAB sub-coverages from the legal-based AB
sub-coverages in determination of weighted claim
exposure counts, to reflect emerging information for EAB
claims.

In the 2021 RRA, the ULAE analysis made use of more
aggregated groupings and relied on legal-based AB
patterns to a greater degree because less information
specific to Enhanced Care claims was available.

-0.6%
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Impact on
. I Type of e Actuarial
Reference Subject of Revision Revision Description of Change Indicated Rate
Change
D. Broker Fees Method and Variable broker fees are now combined with fixed broker
Presentation fees to simplify the analysis as variable broker fees are
Expense and less than 0.2% of required premium ;
Miscellaneous ' ' Not Material
Revenue In the 2021 RRA, variable broker fees were forecasted
separately.
Payment Plan Method The cost of financing ICBC’s payment plan is included in
Finance Fees the new money rate via portfolio leverage. Please see
Chapter 5 Investments, Section B for more detail on N/A
portfolio leverage.
In the 2021 RRA, it was included in the payment plan
financing fees within miscellaneous revenue.
E. Payment Patterns Presentation Discussion and analysis of cash flows for the
Payment components of required premium is consolidated in
Patterns Appendix E and Technical Appendix E to make it easier N/A
to locate this information.
In the 2021 RRA, this information was found in multiple
appendices.
Indexation Presentation Payment pattern indexation for EAB-MR and EAB-ED
sub-coverages is provided in Appendix E. N/A
In the 2021 RRA, this information was found in
Appendix A.
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Reference

Subject of Revision

Type of
Revision

Description of Change

Impact on
Actuarial
Indicated Rate
Change

E.

Payment
Patterns

Quarterly Payment
Patterns

Method and
Presentation

e Payment patterns are split into quarters for the first three

years to reflect a 24-month policy period.

¢ Inthe 2021 RRA, payment patterns were split into

quarters for only the first two years for each 12-month
period.

e For more information please see Technical

Appendix E.O.

N/A

Paid Development
Method

Method

e A baseline selection has been established for each

sub-coverage. This promotes consistency from one
analysis to the next.

¢ In the 2021 RRA, selections were based on the

reserving analysis.

e For more information, please see Technical

Appendix E.O.

N/A
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1. The Policy Year (PY) 2023 required premium is set such that ICBC is able to satisfy all
expected cash flows associated with Basic insurance policies written over a 24-month period from
April 1, 2023 to March 31, 2025. As in prior revenue requirements applications, required premium
is calculated using the discounted cash flow method. Through this method, policyholders receive
the benefit of a reduced required premium because they are credited with investment income

earned on policyholder premiums associated with policies to be sold during PY 2023."

2. Appendix A.1 is an expansion of Figure 3.1 from Chapter 3, which provides a summary of
the components that make up required premium, in a format similar to an income statement.
Appendix A.1 shows the components that make up the required premium at their full value, as
well as the detailed line items for each of the components:
¢ Claims and Related Costs including: loss and allocated loss adjustment expense
(ALAE), unallocated loss adjustment expense (ULAE), and Road Safety and Loss
Management (RSLM) expenses;
e Expenses including: general expenses, broker fees, and premium tax;
e Capital provision (7% of required premium as directed in Special Direction IC2); and
o Miscellaneous Revenue and Investment Income including: miscellaneous revenue,
investment income on policyholder supplied funds (PHSF), and investment income on

capital available for rate setting (CARS).

3. Historical amounts for the two most recent policy years are also shown in Appendix A.1,
but direct comparisons are difficult given each of the policy periods represent a different length of
time (PY 2023 is 24 months, PY 2021 is 23 months and PY 2020 is 12 months). In order to provide
a like-for-like comparison, an annualized view is provided in columns (4), (5), and (6) for each of

the three policy periods.

4. Appendix A.2 provides a summary of the components of required premium before
discounting (components at full value) and after discounting (components discounted). The

impact of discounting is captured separately in the full value view through the investment income

1 Since there is a meaningful amount of time between the collection of written premium and the payment of the
associated costs, ICBC invests policyholder supplied funds (written premium) to earn investment income for the benefit
of policyholders. This benefit is called investment income on PHSF because the funds (written premium) are supplied
by the policyholders.
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on PHSF, shown in column (9), whereas in the discounted view, the impact of discounting is

captured directly within each component.

5. Appendices A.3, A4, and A.5 provide summaries of the PY 2023 loss and ALAE and
ULAE by coverage (Appendix A.3 for Enhanced Accident Benefits, Appendix A.4 for Basic Vehicle
Damage Coverage, and Appendix A.5 for Third Party Liability) as determined from Appendix
Sets B and C. The major components of these calculations are described as follows:

¢ Modelled Written Risk Exposure is the forecast of the number of policies expected
to be written between April 1, 2023 and March 31, 2025.

e Frequency is the number of claim exposures per policy, expressed as a percentage.?

e Severity is the average cost of incurred loss and ALAE per claim exposure. Loss is
the benefit amounts paid to claimants. ALAE are expenses incurred by ICBC that can
be directly attributable to specific claim exposures (e.g., medical and dental reports,
engineering and police reports, and vehicle towing costs).

e Incurred Loss & ALAE is the product of the modelled written risk exposure,
frequency, and severity.

e Large Claims Factor is an adjustment factor applied to incurred loss and ALAE to
account for long-run expectations of large losses.?

e Bulk Claims Costs are periodic, aggregate costs that are incurred by ICBC to
process and pay claims (e.g., ambulance services, and vehicle repair estimating
software).

e Prospective Adjustments are claims savings or costs for future events that are not
already captured by the PY 2023 estimates of frequency and severity. There are no
prospective adjustments for PY 2023.

e Loss & ALAE is the sum of the product of incurred loss & ALAE and the large claims
factor, bulk claims costs, and prospective adjustments.

e Unallocated Loss Adjustment Expenses is the amount of internal claims servicing
expenses that are not directly attributable to a particular claim.

e Total Incurred Loss, ALAE & ULAE with Adjustments is the sum of the loss &
ALAE and ULAE.

2 Claim exposures represent the part of a claim raised against one specific coverage component by a claimant. A claim
exposure is created for each claimant making a demand against a coverage group. A claim may contain multiple claim
exposures related to a single coverage group.

3 See Appendix Set C for information on large loss thresholds.
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ICBC Actuarial Analysis for PY 2023 Appendix A1

Summary of the Actuarial Indicated Rate Change Analysis ($000's)

PY 2023 PY 2021 PY 2020
PY 2023 PY 2021 PY 2020 Appendix Reference / Annualized Annualized Annualized

Description (1) (2) (3) Formula for (1) (4) (5) (6)
A. Claims and Related Costs
(a) Loss and Allocated Loss Adjustment Expenses 5,919,708 4,819,454 3,228,323 TAA12+TAA22+TAA.3.2:Col (1) 2,959,854 2,514,498 3,228,323
(b) Unallocated Loss Adjustment Expenses 565,224 436,359 274112 TAA12+TAA22+TAA3.2:Col(2) 282,612 227,665 274,112
(c) Road Safety and Loss Management 94,038 96,193 50,132 D.1: Row (d) Col (7) 47,019 50,188 50,132
(d) Total Claims and Related Costs 6,578,969 5,352,006 3,652,567 (a) +(b) + (c) 3,289,485 2,792,351 3,552,567
B. Expenses
(e) General Expenses - Administrative & Other 150,932 141,977 66,728 D.1: Row (e) Col (7) 75,466 74,075 66,728
(f) General Expenses - Insurance Services 165,134 127,614 73,549 D.1: Row (f) + (g) Col (7) 82,567 66,581 73,549
(9) General Expenses - Non-Insurance 277,711 245,443 111,220  D.1: Row (h) Col (7) 138,855 128,057 111,220
(h) Broker Fees 251,381 211,892 104,632  D.1: Row (i) Col (7) 125,691 110,553 104,632
(i) Premium Tax 266,786 265,432 159,076 TAA1.2+TAA22+TAAZ3.2: Col 133,393 138,486 159,076
(j) Total Expenses 1,111,944 992,359 515,204  sum (e) through (i) 555,972 517,752 515,204
(k) Capital Provision 424,433 939,604 73,933 TAA1.2+TAA22+TAA.3.2:Col (11) 212,216 490,228 73,933
() Total Projected Costs 8,115,346 7,283,969 4,141,704 (d) + (j) + (k) 4,057,673 3,800,331 4,141,704
C. Miscellaneous Revenue and Investment Income
(m) Miscellaneous Revenue - Payment Plan Finance Fees 210,404 101,904 67,813  D.2: Row (d) Col (2) 105,202 53,167 67,813
(n) Miscellaneous Revenue - Surcharge for Short-Term Policies 25,320 36,129 19,281 D.2: Row (d) Col (3) 12,660 18,850 19,281
(o) Miscellaneous Revenue - Driver Penalty Point and Driver Risk Premium 37,022 59,769 34,047  D.2: Row (d) Col (4) 18,511 31,184 34,047
(p) Miscellaneous Revenue - Unlisted Driver Accident Premium 7,241 596 0 D.2: Row (d) Col (5) 3,620 311 0
Q) Miscellaneous Revenue - Graduated Licensing Program Road Test Fees and Ot} 15,672 13,499 6,635 D.2: Row (d) Col (6) 7,836 7,043 6,635
(r) Investment Income on Policyholder Supplied Funds 1,563,825 1,004,774 393,614 TAA1.2+TAA22+TAAZ3.2: Col (9) 781,912 524,230 393,614
(s) Investment Income on Capital Available for Rate Setting 192,537 34,757 4,945 F.2: Row (d) Total 96,269 18,134 4,945
(t) Total Miscellaneous Revenue and Investment Income 2,052,021 1,251,428 526,335  sum (m) through (s) 1,026,011 652,919 526,335
(u) Required Premium 6,063,325 6,032,541 3,615,369 1) - (t) 3,031,663 3,147,413 3,615,369
(v) Projected Premium at Current Rate Level 6,484,731 7,098,736 3,609,065 B.1.1: Row (e) Total 3,242,366 3,703,688 3,609,065
(w) 2023 Basic Insurance Revenue Surplus / (Deficiency) 421,406 1,066,195 (6,304)  (v)-(u) 210,703 556,276 (6,304)

Actuarial Indicated Rate Change (prior to rate change floor) -6.5% -15.0% 0.2% - (w)=(v) -6.5% -15.0% 0.2%
(x) Impact from Rate Change Floor 421,406 N/A 0 max((w), 0) 210,703 N/A 0
(y) Proposed Premium (including impact from rate change floor) 6,484,731 6,032,541 3,615,369 (u) + (x) 3,242,366 3,147,413 3,615,369

Proposed Rate Change 0.0% -15.0% 0.2% (y)+(v)-1 0.0% -15.0% 0.2%
Notes:

Row (x): To allow a rate decrease, the rate smoothing framework as specified in Special Direction IC2 Section 3 (1.1) (b) was suspended for PY 2021.
Col (2) from 2021 RRA and ICBC errata

Col (3) The required premium and its components for PY 2020 were used to support the Government Direction of a 0% PY 2020 rate change and were not publicly filed. They are provided here for comparative purposes.
Col (4) is the 12-month average of Col (1) and is equal to (1) x (12+24)

Col (5) is the 12-month average of Col (2) and is equal to (2) x (12+23)

Col (6) is the 12-month average of Col (3) and is equal to (3)



ICBC Actuarial Analysis for PY 2023 Appendix A.2
Summary of the Components of Required Premium by Coverage ($000's)
Costs Revenues Discount Required Premium Calculation
Investment
Loss and Unallocated Income on Investment
Allocated Loss Loss Road Safety Capital Income on
Adjustment Adjustment and Loss General Miscellaneous  Available for Policyholder Capital Required
Valuation Method Expenses Expenses Manag it Exp Broker Fees Revenue Rate Setting |Total Cash Flow|Supplied Funds| Premium Tax Provision Premium Reference
()] (2) (3) 4) (5) (6) (7 (8) (9) (10) (11) (12)

Components at Full Value
(a) EAB 3,753,921 341,246 59,633 376,537 159,411 187,489 122,095 4,381,164 1,420,207 147,045 233,936 3,341,938 TAA1.2
(b) BVDC 1,854,875 204,047 29,466 186,053 78,767 92,642 60,329 2,200,238 99,576 104,322 165,967 2,370,950 TAA22
(c) TPL 310,912 19,931 4,939 31,186 13,203 15,528 10,112 354,529 44,042 15,419 24,531 350,437 TAA3.2
(d) Total - Full Value 5,919,708 565,224 94,038 593,777 251,381 295,659 192,537 6,935,931 1,563,825 266,786 424,433 6,063,325 | (a) + (b) + (c)
Components Discounted
(e) EAB 2,383,964 300,304 59,647 367,052 159,452 187,571 121,893 2,960,957 N/A 147,045 233,936 3,341,938 TAA1A
(f) BVDC 1,766,736 197,210 29,473 181,367 78,788 92,682 60,229 2,100,662 N/A 104,322 165,967 2,370,950 TAA2A1
(g) TPL 269,231 18,340 4,940 30,400 13,206 15,535 10,096 310,487 N/A 15,419 24,531 350,437 TAA3A1
(h) Total - Discounted 4,419,932 515,853 94,060 578,820 251,446 295,788 192,217 5,372,106 N/A 266,786 424,433 6,063,325 | (e) + (f) + (9)
Notes:

This exhibit represents a 24-month policy period.

(a) thru (d) show the undiscounted cash flows.

(e) thru (h) show the discounted cash flows. For each of the periods, cash flows in (e) thru (h) are derived from their counterparts in (a) thru (d) discounted using the corresponding present value factor.
(8) = sum (1) thru (5) - sum (6) thru (7)

(9) Investment Income on PHSF is the difference between net full value cash flow and net discounted cash flow.

(10)=1[(8)- 91/ (1-4.4% -7.0%) * 4.4%

(11)=1(8)-(91/(1-4.4% -7.0%) * 7.0%

(12

)=(8)-(9) + (10)+ (11)



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Incurred Loss & ALAE and ULAE
Enhanced Accident Benefits

(a)
(b)

)}
Notes:

(h), 4)

Modelled Written Risk Exposure
Frequency (%)

Severity ($)

Incurred Loss & ALAE ($ 000's)
Large Claims Factor

Bulk Claims Costs ($ 000's)
Prospective Adjustments ($ 000's)
Loss & ALAE ($ 000's)

ULAE ($ 000's)

Total Incurred Loss, ALAE & ULAE with Adjustments ($ 000's)

Adjusted for (e) Large Claims Factor, (f) Bulk Claims Costs, and (g) Prospective Adjustments.

Appendix A.3

EAB-MR EAB-ED EAB-PI EAB-DB Total
(1) (2) (3) (4) (5) Reference
7,502,336 7,502,336 7,502,336 7,502,336 B.1.1 Total
1.65% 0.25% 0.17% 0.02% C.0.1 Col (1)
15,287 77,765 24,505 61,940 C.0.2 Col (1)
1891874 1,445,752 307,550 92,539 3,737,715  (a)x (b)x (c)
1.000 1.000 1.000 1.000 C.0.3 Row (c)
8,202 6,270 1,333 401 16,206 C.4.1Col 4
- - - - - Cb50
1,900,076 1,452,021 308,884 92,940 3753921  (d)x(e)+ () + (g)
132,583 154,314 47,542 6,806 341,246 C.6.1 Row (d)
2,032,659 1,606,335 356,426 99,746 4,095,167  (h) + (i)



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Incurred Loss & ALAE and ULAE
Basic Vehicle Damage Coverage

1)

Notes:

(h). ()

Modelled Written Risk Exposure
Frequency (%)

Severity ($)

Incurred Loss & ALAE ($ 000's)
Large Claims Factor

Bulk Claims Costs ($ 000's)
Prospective Adjustments ($ 000's)
Loss & ALAE ($ 000's)

ULAE ($ 000's)

Total Incurred Loss, ALAE & ULAE with Adjustments ($ 000's)

Appendix A.4

BvVDC Reference
(1)

7,502,336  B.1.1 Total
3.69% C.0.1 Col (1)
6,672 C.0.2Col (1)

1,846,867  (a)x (b) x (c)
1.000 C.0.3 Row (c)
8,008 C.4.1Col4

- C50
1,854,875  (d)x (e) + (f) + (@)
204,047  C.6.1 Row (d)
2,058,922  (h) + (i)

Adjusted for (e) Large Claims Factor, (f) Bulk Claims Costs, and (g) Prospective Adjustments.



ICBC Actuarial Analysis for PY 2023 Appendix A.5

Policy Year 2023 Incurred Loss & ALAE and ULAE
Third Party Liability

TPL - PD TPL - OOP BI Total Reference
(1 (2 (3)
(a) Modelled Written Risk Exposure 7,502,336 7,502,336 B.1.1 Total
(b) Frequency (%) 0.25% 0.02% C.0.1 Col (1)
(c) Severity ($) 7,935 98,184 C.0.2 Col (1)
(d) Incurred Loss & ALAE ($ 000's) 148,338 157,844 306,182  (a)x (b) x (c)
(e) Large Claims Factor 1.023 1.000 C.0.3 Row (c)
(f) Bulk Claims Costs ($ 000's) 658 684 1,342 C.4.1Col4
(9) Prospective Adjustments ($ 000's) - - - C50
(h) Loss & ALAE ($ 000's) 152,383 158,529 310,912  (d) x (e) + (f) + (@)
(i) ULAE ($ 000's) 11,326 8,605 19,931  C.6.1 Row (d)
(i) Total Incurred Loss, ALAE & ULAE with Adjustments ($ 000's) 163,708 167,134 330,842 (h) + (i)

Notes:
(h), () Adjusted for (e) Large Claims Factor, (f) Bulk Claims Costs, and (g) Prospective Adjustments.
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A INTRODUCTION

1. The actuarial indicated rate change is calculated as the percentage difference between
the premium that needs to be collected to cover Policy Year (PY) 2023 costs, including a capital
provision, compared to the premiums customers would have paid in PY 2023 assuming no
change to rates. This Appendix discusses the premium customers would have paid in PY 2023

assuming no change to rates, which is called “projected premium at current rate level”.

2. The projected premium at current rate level is the product of the modelled written risk
exposure and the trended average premium at current rate level adjusted to include the impact of
the Fleet Retrospective Rating program (referred to in the Basic Tariff as the Fleet Premium
Adjustment Agreement)."

PP =FE AP + R

Where:
PP = Projected premium at current rate level
E = Modelled written risk exposure
AP = Trended average premium at current rate level
R = Fleet Retrospective adjustment
3. This Appendix is organized as follows:

e Section B describes the methodology used to calculate modelled written risk exposure.

o Section C describes the methodology used to calculate trended average premium at

current rate level.

e Section D describes the premium impact of the fleet retrospective rating program.

4. Figure B.0.1 shows PY 2023 projected premium for each segment, which includes

Personal, Commercial, Trailers, Off-Road Vehicles (ORVs), and Manual Basic.

1 The term “number of policies written” is used for written risk exposure in Chapter 3.

Insurance Corporation of British Columbia B.0-1
December 15, 2022
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Figure B.0.1 - PY 2023 Projected Premium at Current Rate Level ($ 000's)

PY 2023 Personal' |Commercial | Trailers ORVs “gzg?;l Total

(a) Projected Premium 5,530,510 715,674 48,798 3,879 185,871 | 6,484,731
(b) Projected Premium

Annualized [(b) = (a) / 2] 2,765,255 357,837 24,399 1,940 92,936 | 3,242,366

Notes:

(1) Includes Temporary Operation Permits

(2) Manual Basic comprises of special coverages for Commercial policyholders with unique needs, such as garage
service operators and distance-rated taxis.

B MODELLED WRITTEN RISK EXPOSURE

5. PY 2023 written risk exposure is the number of policies expected to be written from
April 1, 2023 to March 31, 2025. Written risk exposure is modelled using regression analysis that
uses data from before the COVID-19 pandemic to ensure that the estimates are not influenced

by pandemic-related decisions (i.e., policyholders cancelling their policies).

6. Forecast models are selected for four of the five segments: Personal, Commercial,
Trailers, and ORVs. Manual Basic is treated separately as discussed in Section B.3. For the
Personal and Commercial segments, the written exposure forecasting models are further broken
down into a set of mutually exclusive sub-groups using historical exposure data. Sub-groups are
determined from a collection of rate classes and/or a group of rating territories and each sub-group
is chosen using an iterative process that considers historical changes in overall exposure and/or
overall average premium. Each sub-group has significant explanatory power on the overall

exposure trend and/or overall average premium trend.

7. Regression models use the relationship between historical written risk exposure and
historical values of selected explanatory variables to arrive at a forecast of future written risk
exposure. ICBC favours explanatory variables that have a reliable forecast and an intuitive
relationship to the business segment being forecast. A simple regression model which relies on
a single explanatory variable, such as the variable of time, is often the preferred model if it fits the
historical exposure data well and produces a reasonable and intuitive forecast. A more complex
model is chosen only if it provides a significant improvement over the simple model. This approach

provides an appropriate balance between a model’s goodness of fit and its simplicity.

Insurance Corporation of British Columbia B.0-2
December 15, 2022
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8. The regression models are fit to monthly written risk exposure data while accounting for
historical seasonal patterns in the data. ICBC then aggregates the output from these models to

produce segment-level annual trends.

9. The segment-level annual trends are applied to the forecast starting point, the one-year
period of actual written risk exposure from September 1, 2021 to August 31, 2022. This reflects
the current state on where and how individuals work, as well as policyholder behaviour after the

end of BC’'s COVID-19 pandemic state of emergency on June 30, 2021.

10. The selected sub-groups, explanatory variables, and the period of historical data used in

each model to determine projected written risk exposure are shown in Technical Appendix B.1.

11. Figure B.0.2 below shows the modelled written risk exposure for each segment. Total
written risk exposure is the sum of Personal, Commercial, and Manual Basic, and is used to

calculate average premium per policy for PY 2023 in Figures 3.2 and 3.3 of Chapter 3.

Figure B.0.2 — PY 2023 Modelled Written Risk Exposure

Segment PY 2023 PY 2023_Annua|ized
(1) (2)=(1)/2
Personal 6,772,239 3,386,119
Commercial 620,289 310,144
Manual Basic 109,809 54,904
Total 7,502,336 3,751,168
Trailers 1,075,895 537,948
ORVs 119,022 59,511

12. Plots with historical data and the modelled results are shown in the following sections.

Note that the PY 2023 forecast written risk exposure (denoted by the blue diamond) in these plots

is displayed as PY 2023 annualized.

B.1 PERSONAL WRITTEN RISK EXPOSURE

13. As can be seen in Figure B.0.3, the historical long-run trend of 1.7% year-over-year growth
in personal written risk exposure has generally followed population growth in BC and is expected
to continue through PY 2023. The historical trend is selected based on data prior to the COVID-19

Insurance Corporation of British Columbia B.0-3
December 15, 2022
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pandemic as ICBC expects the influences of the COVID-19 pandemic to no longer impact
Personal written risk exposure trends.

Figure B.0.3 — Personal Written Risk Exposure, Actual and Modelled

4,000,000
g 3,500,000 o —
g 3,000,000 « & e
@ [ e *
« 2,500,000
2
$ 2,000,000
% 1,500,000
5
§ 1,000,000
o
500,000
0 T T T T T T T T T T T T T T
ST ST S S
Fiscal Year
— Modeled ® Actual + PY 2023 Forecast
Fiscal Year Personal
Actual YoY Change Modelled YoY Change
201112
2012/13 2,706,957
2013/14 2,740,929 1.3%
2014/15 2,826,375 3.1%
2015/16 2,893,678 2.4%
2016/17 2,956,501 2.2%
2017/18 3,024,700 2.3%
2018/19 3,081,495 1.9%
2019/20 3,078,640 -0.1%
2020/21 3,153,949 2.4%
2021/22 3,281,860 4.1%
2022/23 3,301,437
2023/24 3,357,584 1.7%
2024/25 3,414,655 1.7%
PY 2023 6,772,239 |
Insurance Corporation of British Columbia B.0-4
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B.2 COMMERCIAL WRITTEN RISK EXPOSURE

14. The historical long-run trend of 2.9% year-over-year growth in Commercial written risk
exposure is expected to continue through PY 2023, and is shown in Figure B.0.4. Growth in
Commercial written risk exposure has been observed to be higher than Personal in periods of
economic growth. While economic conditions remain uncertain with high inflation and rising

interest rates, economic growth is expected during PY 20232,

2 Bank of Canada Monetary Policy Report — October 2022 (Monetary Policy Report - October 2022 (bankofcanada.ca))

Insurance Corporation of British Columbia B.0-5
December 15, 2022
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Figure B.0.4 — Commercial Written Risk Exposure, Actual and Modelled
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Fiscal Year Commercial
Actual YoY Change Modelled YoY Change
2011/12
2012/13 220,459
2013/14 222,838 1.1%
2014/15 229,796 3.1%
2015/16 237,724 3.4%
2016/17 246,040 3.5%
2017/18 254,991 3.6%
2018/19 264,230 3.6%
2019/20 265,699 0.6%
2020/21 273,983 3.1%
2021/22 293,075 7.0%
2022/23 297,102
2023/24 305,715 2.9%
2024/25 314,574 2.9%
PY 2023 | | 620,289 | |

B.3 TRAILERS, ORVS, AND MANUAL BASIC WRITTEN RISK EXPOSURE

15. Trailers, ORVs, and Manual Basic segments are estimated separately from Personal and
Commercial because they are fundamentally different products with different risk characteristics.

Trailers and ORVs do not generate the same amount of loss and loss adjustment expenses as

Insurance Corporation of British Columbia B.0-6
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other segments, and they represent a very small (<1%) proportion of projected premium. Manual
Basic consists of many different policy forms and also represent a small (~3%) proportion of
projected premium. This section briefly discusses the methodology to estimate PY 2023 written
risk exposure for these segments. Model specifications for these segments is shown in Technical

Appendix B.1.

16. Trailers — ICBC selects a simple five-year exponential regression model (excluding the
time period after March 2020 to avoid undue influence from the COVID-19 pandemic) to produce
a trend of 1.8%. A longer time period was selected compared to the 2021 Revenue Requirements

Application in order to utilize more historical data and increase the stability of the selected trend.

17. ORVs — The ORV program began in November 2014 on a voluntary basis, and Basic
insurance became mandatory on November 1, 2015 for ORVs that operate on highways. The
number of ORV owners that purchased Basic insurance increased significantly after
implementation as policyholders gained awareness of the program. The year over year trend in
risk exposures has been increasing but at a decreasing rate. ICBC has applied a moderated
growth rate of 5% to estimate the ORV written risk exposure for the forecast years. The moderated
growth rate of 5% was selected judgmentally to reflect the decline in historical ORV growth and

the expectation that the trend will move towards the lower Personal trend of 1.7% over time.

18. Manual Basic — the selected trend is based on the Commercial written risk exposure
selected trend as most Manual Basic policies are Garage or Fleet Reporting policies which are

Commercial in nature.

Cc TRENDED AVERAGE PREMIUM AT CURRENT RATE LEVEL

19. PY 2023 trended average premium at current rate level is the average premium of policies
expected to be written between April 1, 2023 and March 31, 2025 based on current rates. Average
premium at current rate level is modelled using regression analysis that uses data for policies
written after the September 1, 2019 rate design implementation, while controlling for the impact
of the COVID-19 pandemic. The COVID-19 pandemic caused a decline in average premium due

to a decline in customers using their vehicles to commute to work.® ICBC controlled for this effect

3 The new rate design changes were filed in the 2018 Basic Insurance Rate Design Application and approved in the
September 28, 2018 Decision on the 2018 Basic Insurance Rate Design Application, Order G-188-18.

Insurance Corporation of British Columbia B.0-7
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through the inclusion of a variable in the model indicating the time period of the decline, allowing

this period to have a different average premium level without affecting the future trend.

20. The first step to estimate average premium at current rate level is to adjust the historical
written premium data to the current rate level, a process commonly referred to as “on-leveling”.
Historical written premiums are adjusted to the current rate level in order to reflect any prior rate
changes including the one-time rate design impacts that have occurred since those premiums
were written. This ensures that all historical premiums are on the same rate basis, which allows

the impact attributable to premium trend to be estimated.

21. Premium trend represents the changes in ICBC’s average premium level that are not due
to rate level changes. Factors such as shifts in the mix of business by experience level, rate class
and territory, or shifts in the mix of listed drivers or a change in the proportion of policies eligible
for discounts may create a detectable trend in the average Basic insurance premium. Once the
data is on-leveled, a regression model is fit using the adjusted historical average premium data

to estimate the average premium trend.

22. ICBC’s actuaries select forecast models for Personal and Commercial. Trailers, ORVs,
and Manual Basic are treated separately as discussed in Section C.3. For the Personal and
Commercial segments, the average premium at current rate levels forecasting models are further
broken down into the same set of mutually exclusive sub-groups as was used to forecast written
risk exposure. Similar to written risk exposure, this analysis also uses regression models whose
results are aggregated to produce segment-level annual trends, and uses the same time period
for the forecast starting point (September 1, 2021 to August 31, 2022).

23. Figure B.0.5 below provides a summary of the PY 2023 trended average premium at

current rate level for each segment.

Insurance Corporation of British Columbia B.0-8
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Figure B.0.5 — PY 2023 Trended Average Premium at Current Rate Level

Seament Trended Average Premium at
9 Current Rate Level ($)

Personal 817
Commercial 1,192
Trailers 45

ORVs 33

Manual Basic 1,736

24, Figures B.0.6 and B.0.7 below show modelled versus actual average premium plots for

the Personal and Commercial average premium models. A table of actual historical average
premium at current rate level and modelled average premium is shown below each of the
modelled versus actual average premium plots. The selected average premium forecast for
PY 2023 is depicted as a diamond in the modelled versus actual plots. The numerical data is

presented in the tables that follow.

C.1 PERSONAL AVERAGE PREMIUM AT CURRENT RATE LEVEL

25. In Figure B.0.6 below, Personal average premium at current rate level is expected to
increase at a trend of +0.2% per year. The positive trend is largely the result of a rate design
transitional change that will continue until 2027. The changes to the rating model in
September 2019 included a scan period for at fault claims which started from March 1, 2017, to
a maximum of 10 years. From the implementation of rate design in September 2019, the length
of the scan period will continue to increase until it reaches its maximum length of 10 years
in 2027.% As the scan period increases over time, the number of claims used to calculate the

policyholder premium will also increase, slightly increasing average premium.

4 The Government Directive of August 3, 2018 with respect to Rate Design Tariff Amendments approved by Order in
Council 458/18, August 9, 2018

Insurance Corporation of British Columbia B.0-9
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Figure B.0.6 — Personal Average Premium at Current Rate Level, Actual and Modelled
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Personal
Fiscal Year Actual YoY Change Modelled YoY Change
(%) ($)
2011/12
2012/13 813
2013/14 811 -0.2%
2014/15 811 -0.1%
2015/16 813 0.3%
2016/17 817 0.4%
2017/18 818 0.1%
2018/19 816 -0.2%
2019/20 807 -1.1%
2020/21 800 -0.8%
2021/22 812 1.4%
2022/23 814
2023/24 816 0.2%
2024/25 818 0.2%
PY 2023 | 817 | |
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C.2 COMMERCIAL AVERAGE PREMIUM AT CURRENT RATE LEVEL

26. As shown in Figure B.0.7 below, Commercial average premium at current rate level is
expected to decrease at a trend of -1.1% per year. The negative trend results primarily from an
increase in the premium discount for Fleetplan customers due to lower than expected claim
frequency attributed to the COVID-19 pandemic and introduction of Enhanced Care on
May 1, 2021.° While claim frequency is expected to recover to the pre-COVID-19 pandemic trend
line, the average Fleetplan discount will continue to increase throughout PY 2023 because the

premium discount is based on a historical three-year claim scan period.

27. The small increase in average premium from FY 2021 to FY 2022 is caused by an increase
in long-haul delivery vehicles, which have a much higher average premium than other Commercial
vehicles.

5 Fleetplan is for policyholders insuring five or more motor vehicles that are primarily used for commercial or business
purposes.
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Figure B.0.7 — Commercial Average Written Premium at Current Rate Level, Actual and

Modelled
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B Al O M G L
Fiscal Year
e \od eled ® Actual * PY 2023 Forecast
Commercial
Fiscal Year Actual YoY Change Modelled YoY Change
($) ($)
201112
2012/13 1,300
2013/14 1,308 0.6%
2014/15 1,320 0.9%
2015/16 1,325 0.4%
2016/17 1,326 0.1%
2017/18 1,331 0.4%
2018/19 1,348 1.2%
2019/20 1,277 -5.2%
2020/21 1,205 -5.7%
2021/22 1,212 0.7%
2022/23 1,212
2023/24 1,199 -1.1%
2024/25 1,186 -1.1%
PY 2023 | 1,192 | |
Insurance Corporation of British Columbia B.0-12

December 15, 2022



I ‘ 2023 RRA Chapter 3, Appendix B.0 Projected Premium at Current Rate Level

C.3 TRAILERS, ORVS, AND MANUAL BASIC AVERAGE PREMIUM AT CURRENT RATE
LEVEL

28. Similar to written risk exposure, the average premium at current rate level for trailers,

ORVs, and Manual Basic segments are estimated separately from Personal and Commercial.

Trailers and ORVs have low average premiums relative to the other groups and ICBC analyzes

them separately to ensure that they do not distort the average premium trends of the other groups.

29. Trailers — with the amendment of the trailer definition in September 2016, trailer average
premiums have been slightly lower after fiscal year 2016/17. Since that point in time, average
premium trend for trailers has been relatively flat and the flat trend is expected to continue through
PY 2023.

30. ORVs - based on available data, the ORVs average premium trend is flat and the flat

trend is expected to continue through PY 2023.

31. Manual Basic — similar to written risk exposure, the average premium trend is based on

the Commercial average premium selected trend.

D RETROSPECTIVE ADJUSTMENT

32. To determine the projected premium at current rate level shown in Figure B.0.1, the
product of the modelled written risk exposure and the trended average premium at current rate
level is adjusted for the impact of the Fleet Retrospective Rating program, a performance-based
program that can earn large fleets additional discounts (or surcharges) depending on their claims
experience. ICBC uses historical billing and refund premium patterns for retrospective rated fleet
policies to determine the retrospective adjustment amount for PY 2023. Details of these

calculations are available in Appendix B.3 and Appendix B.4.
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ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Projected Premium at Current Rate Level

Appendix B.1.1

PY 2023
Off-Road Manual

Personal’ Commercial Trailers Vehicles Basic? Total
Modelled Written Risk Exposure3 (a) 6,772,239 620,289 1,075,895 119,022 109,809 7,502,336
Trended Average Premium
($) (b) 817 1,192 45 33 1,736
Trended Premium
($ 000's) (c) 5,530,510 739,332 48,798 3,879 190,653 6,513,172
Fleet Retrospective Adjustment
($ 000's) (d) (23,659) (4,782) (28,440)
Projected Premium
($ 000's) (e) 5,530,510 715,674 48,798 3,879 185,871 6,484,731

Notes:

(a), (b) Based on forecast values at the midpoint of policy year 2023 using the models discussed in Appendix B.O.

(c) = (a) x (b) / 1000

(d) = (c) x Appendix B.3 (iii) (a) for Commercial,
Appendix B.1.2 (d) Total for Manual Basic

(e)=(c) +(d)

'Includes Temporary Operating Permit premium

# Manual Basic comprises of special coverages for commercial policyholders with unique needs, such as garage service

operators and distance-rated taxis. This information comes from Appendix B.1.2

3 In the PY 2021 RRA, Total included Trailers and ORVs but it was not used in the analysis; total excluding Trailers and ORVs

was used. For PY 2023, Trailers and ORVs are excluded from Total to align with how it is leveraged in the analysis.



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Projected Premium at Current Rate Level
MANUAL BASIC

Appendix B.1.2

PY2023
Other Special Manual Basic

Garage Fleet Reporting Coverages' (Total)
Modelled Written Risk Exposure (a) 26,304 73,198 10,307 109,809
Trended Average Premium
($) (b) 2,085 1,337 3,684
Trended Premium
($ 000's) (c) 54,844 97,840 37,969 190,653
Fleet Retrospective Adjustment
($ 000's) (d) (439) (4,305) (38) (4,782)
Projected Premium
($ 000's) (e) 54,405 93,535 37,931 185,871

Notes:

(a), (b) Based on forecast values at the midpoint of policy year 2023 using the models discussed in Appendix B.O.

(c) = (a) x (b)/ 1000
(d) = (c) x Appendix B.3 (iii) (b) for Garage;
(c) x Appendix B.3 (iii) (c) for Fleet Reporting;
(c) x Appendix B.3 (iii) (d) for Other Special Coverages

(€)=(c)+(d)

"Includes Manuscript and all other Manual Basic products



Written Risk Exposure and Average Premium Historical Data and Modelled Results

A. Written Risk Exposures

ICBC Actuarial Analysis for PY 2023

Appendix B.2

. Personal® . Commercial
Fiscal Year Fiscal Year
Actual YoY Change Modelled YoY Change Actual YoY Change Modelled YoY Change

2011/12 2011/12

2012/13 2,706,957 2012/13 220,459

2013/14 2,740,929 1.3% 2013/14 222,838 1.1%

2014/15 2,826,375 3.1% 2014/15 229,796 3.1%

2015/16 2,893,678 2.4% 2015/16 237,724 3.4%

2016/17 2,956,501 2.2% 2016/17 246,040 3.5%

2017/18 3,024,700 2.3% 2017/18 254,991 3.6%

2018/19 3,081,495 1.9% 2018/19 264,230 3.6%

2019/20 3,078,640 -0.1% 2019/20 265,699 0.6%

2020/21 3,153,949 2.4% 2020/21 273,983 3.1%

2021/22 3,281,860 4.1% 2021/22 293,075 7.0%

2022/23 3,301,437 2022/23 297,102

2023/24 3,357,584 1.7% 2023/24 305,715 2.9%
2024/25 3,414,655 1.7% 2024/25 314,574 2.9%
PY 2023' | | | 6,772,239 | | Py2023 620,289

B. Average Premium at Current Rate Level ($)
Personal Commercial
Fiscal Year (STE] YoY Change e b YoY Change Fiscal Year (STE] YoY Change e b YoY Change
(%) (%) (%) (%)

2011/12 2011/12

2012/13 813 2012/13 1,300

2013/14 811 -0.2% 2013/14 1,308 0.6%

2014/15 811 -0.1% 2014/15 1,320 0.9%

2015/16 813 0.3% 2015/16 1,325 0.4%

2016/17 817 0.4% 2016/17 1,326 0.1%

2017/18 818 0.1% 2017/18 1,331 0.4%

2018/19 816 -0.2% 2018/19 1,348 1.2%

2019/20 807 -1.1% 2019/20 1,277 -5.2%

2020/21 800 -0.8% 2020/21 1,205 -5.7%

2021/22 812 1.4% 2021/22 1,212 0.7%

2022/23 814 2022/23 1,212

2023/24 816 0.2% 2023/24 1,199 -1.1%
2024/25 818 0.2% 2024/25 1,186 -1.1%

[ Py2023 ] [ | 817 | | [ PpY2023 1,192 |

_1 PY 2023 values are based on the selected models discussed in Appendix B.0O.
“ Temporary Operating Permits are now included in Personal.




ICBC Actuarial Analysis for PY 2023

Retrospective Adjustment Factor Calculation

A. Percentage of Premium Participating in the Fleet Retrospective Rating Program

Fiscal Year Written Commercial
2020 17.9%
2021 15.8%
2022 16.3%
(i) % of premium participating in Fleet Retrospective
Rating program in PY 2023 16.7%

B. Retrospective Adjustment Factor

(ii) Return/Additional Net Premium under the Fleet
Retrospective Rating program (%)

C)

Commercial

(iii) Retrospective Adjustment Factor -3.2%

Notes:

(i) The average of the participation rates for 2019, 2020 and 2021.
(ii) From Appendix B.4 (a)

(iii) = (i) x (ii)

Garage
4.0%
3.6%
4.7%

4.1%

(b)

Garage
-0.8%

Fleet Reporting
27.8%
23.2%
17.8%

22.9%

()

Fleet Reporting
-4.4%

Appendix B.3

Other Special
Coverages
0.6%
0.3%
0.3%

0.4%

-19.2%

(d)
Other Special
Coverages

-0.1%



ICBC Actuarial Analysis for PY 2023

Net Return/Additional Premium under the Fleet Retrospective Rating Program
(data as of August 2022 for fleets that participated in the Fleet Retrospective Rating program)

Written and Billed Premium for Policies Participating in the Fleet Retrospective Rating program ($)

Policy Effective Year

Refunded Premium ($)

Policy Effective Year
2012
2013
2014
2015
2016
2017
2018
2019
2020

Net Written Premium ($)

Policy Effective Year
2012
2013
2014
2015
2016
2017
2018
2019
2020

Age to Age Factor

Policy Effective Year
2012
2013
2014
2015
2016
2017
2018
2019
2020

Selected
Selected to Ultimate

(a) Return/additional net premium under the Fleet Retrospective Rating program:

12
41,612,759
50,974,357
61,781,162
72,380,238
78,422,478
80,573,689
94,032,502
89,214,317
76,754,445

12
41,612,759
50,974,357
61,781,162
72,380,238
78,422,478
80,573,689
94,032,502
89,214,317
76,754,445

12to 24
0.903
0.925
0.949
0.935
0.934
0.936
0.914
0.871
0.855

Avg 4
0.894

0.808

24
241,397
420,960

307,212

24
(4,263,881)
(4,238,735)
(4,091,036)
(5,487,429)
(6,084,634)
(6,170,644)
(9,069,815)

(12,042,994)

(11,444,894)

24
37,590,274
47,156,581
58,614,036
67,641,321
73,209,952
75,406,013
85,922,305
77,693,712
65,616,764

24 to 36

0.842
0.889
0.877
0.894
0.912
0.895
0.867
0.850

0.881
0.904

36
615,229
1,324,825
1,209,802
1,907,803
2,387,587
1,339,572
1,079,336
375,596

36

36
31,643,396
41,919,422
51,381,093
60,503,440
66,732,702
67,500,540
74,503,919
66,009,379

36 to 48

1.044
1.019
1.022
1.032
1.013
1.015
1.007

1.017
1.026

48
1,511,232
1,061,368
1,531,965
2,522,885
1,563,065
1,625,511
1,403,043

48
116,770)

48
33,037,858
42,725,347
52,501,595
62,457,076
67,621,325
68,484,361
75,008,479

48 to 60
1.022
1.008
1.011
1.010
1.004
1.011

1.009
1.009

(0.808- 1) x 100% =

60
763,126
516,742
698,614
828,539
497,857

1,147,226

60
33,751,949
43,080,713
53,065,918
63,054,248
67,887,381
69,271,234

60 to Ult

one
1.000

-19.2%

Appendix B.4
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A INTRODUCTION

1. This analysis estimates the average cost level of claims associated with policies written in
the 24-month period from April 1, 2023 to March 31, 2025, Policy Year (PY) 2023. Future claims
associated with policies written in this period can occur from April 1, 2023 to March 30, 2026. This
claims period is longer than the 24-month policies-written period because a 12-month policy
written on March 31, 2025 is in force until March 30, 2026.

2. As discussed in Appendix A.0, PY 2023 incurred loss and allocated loss adjustment
expenses (ALAE) is the product of the forecast written risk exposure, frequency, and severity for
each sub-coverage. These calculations are shown in Appendices A.3 to A.5. The forecasts of
frequency and severity for PY 2023 rely on historical claim frequency and claim severity statistics.
The focus of this Appendix is on the estimation of the PY 2023 claim frequencies and severities,

while the derivation of the historical claims statistics is discussed in Technical Appendix C.0.
3. This appendix is organized as follows:

o Section B explains the data sources used in the claims forecast analysis and provides
an assessment of the impact on claims costs, and therefore on the actuarial indicated
rate change, of any changes in the sourcing and grouping of the claims data compared

to the methodology used in the 2021 Revenue Requirements Application (RRA).

e Section C explains the general approach to model selection, while specific details on
each of the coverages are provided in Appendix C.1.0 for Enhanced Accident Benefits
(EAB), Appendix C.2.0 for Basic Vehicle Damage Coverage (BVDC) and Appendix
C.3.0 for Third Party Liability (TPL).

4. Figure C.0.1 shows a summary of the PY 2023 claims frequencies and severities for the

different coverages, together with the loss cost and large loss loading used in the forecasts.

Insurance Corporation of British Columbia C.0-1
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Figure C.0.1- PY 2023 Forecast Frequency and Severity

Severit Large Dl e LZI:spg:is‘:?nc::]:
Frequency ) y Loss Large Loss Large Loss ’
Coverage Loading Loading ($) Loading
(4)=(1)x(2) x| (5)=(4)/ Total
1 2 3
(1) 2) (3) 3) @
Enhanced Accident Benefits (EAB)
Medical Rehabilitation (EAB-MR) 1.65% 15,287 1.000 252 32.1%
Enhanced Disability (EAB-ED) 0.25% 77,765 1.000 193 24.5%
Permanent Impairment (EAB-PI) 0.17% 24,505 1.000 41 5.2%
Death Benefits (EAB-DB) 0.02% | 61,940 1.000 12 1.6%
Basic Vehicle Damage Coverage (BVDC) 3.69% 6,672 1.000 246 31.3%
Third Party Liability (TPL)
TPL-Property Damage (TPL-PD) 0.25% 7,935 1.023 20 2.6%
TPL-Out-of-Province Bodily Injury o o
(TPL-OOP BI) 0.021%| 98,184 1.000 21 2.7%
Total 786 100%
B DATA SOURCING AND GROUPING
5. The claims frequency and severity forecasts are based on incurred frequency and severity

data points from an actuarial reserving analysis of claims data as of August 31, 2022. All
frequencies and severities are stated on a claim exposure basis. The historical data is split into
loss quarters for modelling, except for EAB coverages where there is insufficient historical data
for this to be meaningful. The use of loss quarter data creates more data points and generally
produces models that are more robust. To simplify the presentation of the historical and modelled

points, summarized data at an annual level is shown in Appendices C.1.0, C.2.0 and C.3.0.

6. Appendices C.0.1 and C.0.2 provide a summary of the historical and modelled incurred
claim frequency and severity data, respectively, along with the forecast value for PY 2023 that is
shown in Figure C.0.1. The historical incurred claims frequencies and severities are sourced from
the actuarial reserving analysis provided in Technical Appendix Set C, which makes use of the
claims experience under Enhanced Care, supplemented with historical ICBC claims data and

relevant external information, primarily from Manitoba Public Insurance.

Insurance Corporation of British Columbia C.0-2
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7. There have been some changes in the naming and grouping of the various sub-coverages.

These changes do not have any material impact on the indicated rate change:

. The EAB-ED sub-coverage in this Application is the counterpart of the Income
Replacement and Indemnity (IRI) coverage in the 2021 RRA. This is a naming

change only with no change in the coverage definition or benefits provided.

o The analyses for EAB-PI and EAB-DB claims estimates are performed separately
in this Application, whereas the 2021 RRA analysis of these two sub-coverages was
combined. The separate analysis of EAB-DB is a refinement to the analysis that is
enabled by emerging claims experience, which was not available at the time of the
2021 RRA.

. The analysis for TPL-PD includes claims that occurred outside of BC,
other-than-vehicle PD claims, and claims for customer vehicles while under garage
service operator care. The first two groups of claims were presented and discussed

separately in the 2021 RRA and the last was analyzed under Manual Basic.

o ICBC no longer distinguishes Manual Basic claims costs from other claims costs.
In the 2021 RRA, there was a separate analysis for this small segment of claims

costs.

8. The incurred severity statistics used in the claims forecast analysis reflect the capping of
certain unusually large losses to a threshold value. With the change to presenting all frequency
and severity statistics on a claim exposure basis, the threshold values have been revisited, and
their current values are summarised in Figure C.0.2 below with the comparison to the thresholds
used in RRA 2021." Capping the costs of large losses to a threshold value limits their influence
on the historical severity statistics, and can provide more consistent data for the severity trend

models.

! This change was discussed in the 2021 RRA, Chapter 3, Appendix A.0.1 Overview of Appendices, Section C.1.
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Figure C.0.2 — Large Loss Thresholds for the Claims Forecast Analysis

Sub-Coverage 2023 RRA 2021 RRA
EAB-MR ' n/a n/a
EAB-ED 2 n/a n/a
EAB-PI n/a n/a
EAB-DB n/a n/a
BVDC No Cap 3 No Cap *
TPL-PD $400,000 No Cap *
TPL-OOP BI No Cap No Cap *

"In the 2021 RRA, the legal-based AB-MR threshold was $500,000 on a per claim basis. In the 2023 RRA, the EAB-MR
non-inflationary trend is derived based on legal-based AB-MR paid severity by fiscal year as described in Chapter 3,
Appendix C.1.0, Section D, rather than relying on incurred severity statistics. The legal-based AB-MR paid severity by
fiscal year data is from the actuarial reserving analysis and does not apply large loss capping, although certain large
claims are excluded as described in Technical Appendix C.0 Section B.4.

21n the 2021 RRA, the legal-based AB-WB threshold was $750,000 on a per claim basis. In the 2023 RRA, the
legal-based AB-WB threshold is revised to $500,000 on a per claim exposure basis. In the 2023 RRA, the EAB-ED
non-inflationary trend is derived based on the legal-based AB-WB incurred severity trend adjusted for large losses.

3 There is no large loss capping for BVDC claims, for which the Basic insurance limit of $200,000 per claim applies.
4No large loss capping was applied for these coverages in the 2021 RRA, as discussed in the 2021 RRA Chapter 3,
Appendix C.6.0 Loss Trend Analysis - Other.

9. The thresholds for identifying unusually large losses for capping in the claims forecast
analysis have been determined for each coverage based on a review of statistical and qualitative
considerations. Claim exposures with case incurred loss and ALAE amounts above the
determined thresholds are capped to the threshold value before being used for severity trend
selection. The capped amounts are shown in Appendix C.0.3. Since these capped amounts are
removed from the process of estimating the claim forecast, separate loading factors are estimated
in order to produce a complete estimate of future incurred claims costs. The determination of
these loading factors is also shown in Appendix C.0.3, and their application is shown in

Appendices A.3, A.4 and A.5, as well as in Figure C.0.1 above.

C LOSS TREND MODELLING

10. Loss Trend Models — Forecasting of loss trends requires in-depth statistical analysis.
Based on statistical modeling results, input from subject matter experts, and knowledge of the
business and relevant economic and social influences, judgment is applied to arrive at selected
trend rates. Overall, the actuaries strike a balance between the model’s goodness of fit and

simplicity is considered when selecting an appropriate model. A simple regression model will be

Insurance Corporation of British Columbia C.0-4
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selected if it can fit the historical data and the forecast is reasonable and intuitive. However, when
called for (if there are features in the data for which a simple regression model does not work
well), other regression models or some modifications to the simple regression model are used to

produce a reasonable forecast.

11. Simple Regression Model — A simple regression model is fit to the historical data using
time and seasonality as explanatory variables. Each model is tested using up to 15 years of
historical data. This time period was selected based in consideration of social and economic
trends. Consideration is first given to the recent ten years if the data are relatively stable and the
analysis produced a reasonable forecast. This model is referred to as the ‘“10-year simple
regression’ in Appendices C.1.0 to C.3.0, and serves as a baseline for the trend selection.
A longer-term model using more than ten years of historical data is often considered and selected
for coverages with more volatile experience. A shorter-term model may be considered in cases
where there appears to be a meaningfully different trend emerging in recent years, although ICBC
generally avoids using particularly short-term models (e.g., under three years) due to the level of
volatility that is inherent to a trend rate derived from a regression over a short period in time. Any

deviation from the baseline model is explained in the relevant Appendix for the coverage.

12. Alternative Models for EAB Loss Trends — For the EAB sub-coverages, which were
introduced beginning on May 1, 2021, the limited amount of historical data available is insufficient
to support a reliable regression model. In addition, the cost of certain EAB benefits are adjusted
based on BC Consumer Price Index (CPI) inflation, which is an important cost driver that is
currently expected to grow at a rate significantly different from its historical rate. As a result, both
the frequency and severity trends for the EAB sub-coverages are based on alternative
approaches, which are discussed in Appendix C.1.0. The frequency trends use the forecast for
BVDC claims, assuming that the trend in vehicle claims will also affect injury claims. The severity
trends use the BC CPI forecast, and also consider the trend due to factors other than inflation.

Historical and forecast BC CPI inflation is summarized in Figure C.0.3.
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Figure C.0.3 — BC Consumer Price Index Inflation

Calendar Year BC CPI Inflation
2016 1.9%
2017 2.1%
2018 2.7%
2019 2.3%
2020 0.8%
2021 2.8%
2022 7.0%
2023 3.9%
2024 2.4%
2025 2.2%

2026+ 2.0%
Average 2016-2020 2.0%

Calendar Years 2016-2021 from Statistics Canada Table 18-10-0004-01
(https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810000401).

Calendar Years 2022 and after from page 50 of September 2022 BC Budget Update
(https://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/government-finances/quarterly-reports/2022-

23-q1-report.pdf).

13. Flat Trend — If there does not appear to be an obvious upward or downward trend in the
historical data, then the PY 2023 forecast may be set equal to an average of the historical data.

The number of years used in the historical average of each “flat trend” selection is specified.
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ICBC Actuarial Analysis for PY 2023 Appendix C.0.1

Frequency Incurred and Modelled
As of August 31, 2022

Frequency 1)
Incurred Modelled PY 2023

Coverage 2019 2020 2021 2022 2023 2024 2025 2026 Reference

Medical Rehabilitation 1.50% 1.68% 1.67% 1.65% 1.63% 1.65% Appendix C.1.1, Col (1), (2)
Enhanced Disability 0.23% 0.25% 0.25% 0.25% 0.25% 0.25%| Appendix C.1.1, Col (3), (4)
Permanent Impairment 0.15% 0.17% 0.17% 0.17% 0.17% 0.17% Appendix C.1.1, Col (5), (6)
Death Benefits 0.02% 0.02% 0.02% 0.02% 0.02% 0.02%| Appendix C.1.1, Col (7), (8)
Basic Vehicle Damage Coverage 4.14% 3.76% 2.67% 3.31% 3.76% 3.73% 3.69% 3.65% 3.69%| Appendix C.2.1, Col (2), (3)
TPL - Property Damage 0.28% 0.26% 0.20% 0.30% 0.26% 0.26% 0.25% 0.24% 0.25%| Appendix C.3.1, Col (2), (3)
TPL - Out of Province Bodily Injury 0.03% 0.03% 0.01% 0.02% 0.02% 0.02% 0.02% 0.02% 0.02%| Appendix C.3.2, Col (2), (3)

Year over Year Change in Frequency

2020 vs 2021 vs 2022 vs 2023 vs 2024 vs 2025 vs 2026 vs
Coverage 2019 2020 2021 2022 2023 2024 2025
Medical Rehabilitation -1.0% -1.0% -1.0%
Enhanced Disability -1.0% -1.0% -1.0%
Permanent Impairment -1.0% -1.0% -1.0%
Death Benefits 0.0% 0.0% 0.0%
Basic Vehicle Damage Coverage -9.1% -28.9% 23.9% 13.5% -1.0% -1.0% -1.0%
TPL - Property Damage -8.1% -21.0% 47.4% -11.6% -2.6% -2.6% -2.6%
TPL - Out of Province Bodily Injury -3.0% -61.0% 42.6% 46.8% -5.6% -5.5% -5.5%
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Severity Incurred and Modelled
As of August 31, 2022

Severity ($) (1)

Incurred Modelled PY 2023
Coverage 2019 2020 2021 2022 2023 2024 2025 2026 Reference
Medical Rehabilitation 13,290 13,951 14,655 15,293 15,907 15,287 Appendix C.1.2, Col (1)
Enhanced Disability 67,701 70,903 74,400 77,772 81,117 77,765 Appendix C.1.2, Col (2)
Permanent Impairment 21,718 22,326 23,665 24,588 25,179 24,505 Appendix C.1.2, Col (3)
Death Benefits 54,895 56,432 59,818 62,151 63,642 61,940 Appendix C.1.2, Col (4)
Basic Vehicle Damage Coverage 3,842 4,092 4,475 5,009 5,626 6,158 6,664 7,198 6,672 Appendix C.2.1, Col (4), (5)
TPL - Property Damage 5,726 6,048 6,326 5,272 7,102 7,515 7,938 8,385 7,935 Appendix C.3.1, Col (4), (5)
TPL - Out of Province Bodily Injury 59,334 62,595 76,005 79,433 81,275 89,329 98,071 107,669 98,184 Appendix C.3.2, Col (4), (5)

Year over Year Change in Severity

2020 vs 2021 vs 2022 vs 2023 vs 2024 vs 2025 vs 2026 vs
Coverage 2019 2020 2021 2022 2023 2024 2025
Medical Rehabilitation 5.0% 4.4% 4.0%
Enhanced Disability 4.9% 4.5% 4.3%
Permanent Impairment 6.0% 3.9% 2.4%
Death Benefits 6.0% 3.9% 2.4%
Basic Vehicle Damage Coverage 6.5% 9.4% 11.9% 12.3% 9.5% 8.2% 8.0%
TPL - Property Damage 5.6% 4.6% -16.7% 34.7% 5.8% 5.6% 5.6%
TPL - Out of Province Bodily Injury 5.5% 21.4% 4.5% 2.3% 9.9% 9.8% 9.8%
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Summary of Capped Amounts on Large Claims
As of August 31, 2022

[ Capped Amounts on Large Claims ($) |

Medical Rehabilitation Enhanced Disability Permanent Impairment Death Benefits Basic Vehicle Damage  Third Party Liability ~ Third Party Liability
Coverage Property Damage Out of Province Bodily
Fiscal Loss Injury
Year (1) (2) (3) (4) (5) (6) (7)
2008 - 1,400,465 -
2009 - 714,765 -
2010 - 639,512 -
2011 - 589,244 -
2012 - 1,507,311 -
2013 - 607,657 -
2014 - 3,136,565 -
2015 - 767,794 -
2016 - - -
2017 - 2,403,447 -
2018 - 4,332,045 -
2019 - 28,011 -
2020 - 805,484 -
2021 - 177,799 -
2022 - - - - - 600,000 -
Threshold: n/a n/a n/a n/a No Cap 400,000 No Cap
From internal ICBC database, case incurred loss & ALAE amounts above selected thresholds
Loading for Capped Large Claims
Based on 5-year average (Fiscal Loss Years 2018 to 2022), applied only for Third Party Liability Property Damage
($ 000's except for Loading Factor)
Medical Enhanced Permanent Death Basic Vehicle Third Party Liability Third Party Liability
Rehabilitation Disability Impairment Benefits Damage Coverage Property Damage  Out of Province Bodily
Injury
(a) Capped Amounts on Large Claims 5,943
(b) Capped Incurred Loss and ALAE 260,276
(c) Large Claims Factor 1.000 1.000 1.000 1.000 1.000 1.023 1.000
Exposures Source Appendix: C.3.1, col (1)
Frequency Source Appendix: C.3.1, col (2)
Severity Source Appendix: C.3.1, col (4)

Notes:

(a) = sum [Capped Amounts on Large Claims from FLYs 2018 to 2022)]

(b) = the product of Earned Risk Exposures, Incurred Loss, and Capped Incurred Severity for each FLY, summed across FLYs 2018 to 2022
(c) =[(a) + (b)] = (b)

= 1.0 for all other coverages as no cap is applied in the models
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A INTRODUCTION

1. This Appendix shows the forecast analysis of the Enhanced Accident Benefits (EAB)
sub-coverages: Enhanced Medical Rehabilitation (EAB-MR), Enhanced Disability Benefits
(EAB-ED), Permanent Impairment (EAB-PI), and Enhanced Death Benefits (EAB-DB) for claims
associated with Policy Year (PY) 2023. Figure C.1.0.1 below provides the forecasted frequency
and severity for PY 2023.

Figure C.1.0.1 — EAB PY 2023 Frequency and Severity

B PY 2023 Forecast :
Frequency' Severity?
EAB-MR 1.65% $15,287
EAB-ED 0.25% $77,765
EAB-PI 0.17% $24,505
EAB-DB 0.02% $61,940
Overall - EAB 2.08% $23,901

"From Appendix C.1.1; Overall — EAB Frequency is the sum of the frequencies for each EAB sub-coverage.
2 From Appendix C.1.2; Overall — EAB Severity is the product of frequency and severity for each EAB sub-coverage,
summed across all the EAB sub-coverages, and divided by the Overall — EAB frequency.

2. This Appendix shows the incurred versus modelled plots of frequency and severity for
each of the EAB sub-coverages in Sections D, E, F, and G. The plots are based on the incurred
frequency and severity data points as shown in Appendices C.1.1 and C.1.2 and are derived as

shown in Technical Appendix Set C.1.

3. Due to the very limited relevant historical information available for the EAB coverages, the
actuaries have used alternative approaches for the frequency and severity forecasts as described

in Sections B and C below.

B EAB FREQUENCY

4. Fiscal loss year (FLY) 2022 is the first year of Enhanced Care (EC), so it is used to
determine the spring-off (starting) point to forecast EAB claim frequencies. Details of the
estimation of the FLY 2022 frequency for each EAB sub-coverage are provided in Technical
Appendix Set C.1.

5. Because there is not sufficient historical data under Enhanced Care to support a reliable

regression model, ICBC has used an alternative approach to forecast EAB frequency for future

Insurance Corporation of British Columbia C.1.0-1
December 15, 2022
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FLYs (except for EAB-DB). The forecast approach relies on the assumption that the propensity
to incur an injury claim against each of the EAB sub-coverages, in the event of a crash, will be
relatively stable over time. With this assumption, the frequency forecast for each EAB
sub-coverage can be derived from the Basic Vehicle Damage Coverage (BVDC) frequency
forecast, based on the observed propensity to claim relative to BVDC claims. This propensity to
BVDC approach is used to determine the FLY 2022 modelled frequency spring-off point for each
of the EAB sub-coverages. Under the propensity approach, the following three components are
needed to derive the FLY 2022 modelled frequency for each EAB sub-coverage, which is equal
to (1) +(2) x (3):

(1) FLY 2022 incurred frequency for each EAB sub-coverage;
(2) FLY 2022 BVDC incurred frequency; and
(3) FLY 2022 BVDC modelled frequency spring-off point.

6. The BVDC claims forecast analysis, including the FLY 2022 BVDC incurred frequency
and modelled frequency values, are presented in Appendix Set C.2. The calculation of the
FLY 2022 modelled frequency spring-off point for each of the EAB sub-coverage is shown in
Figure C.1.0.2.

Figure C.1.0 2 - FLY 2022 Modelled Frequency Spring-off Point for the EAB Sub-Coverages

Sub-Coverage Incurred Frequency Propensity to BVDC Frequency Spring-off Point
(1) (2) (3)

BVDC 3.35% 3.80%

EAB-MR 1.50% 45% 1.70%

EAB-ED 0.23% 7% 0.26%

EAB-PI 0.15% 5% 0.17%

EAB-DB 0.02% 1% 0.02%

(1) BVDC from TA C.2.1 column (1) row (a) + TA C.1.1.1 column (1)
EAB-MR from TA C.1.1.1 column (5)
EAB-ED from TA C.1.2.1 column (5)
EAB-PI from TA C.1.3.1 column (5)
EAB-DB from TA C.1.4.1 column (15)
(2) Each EAB sub-coverage = column (1) + BVDC column (1)
(3) BVDC from Appendix C.2.1 column (3)
Each EAB sub-coverage = column (2) x BVDC column (3)

Insurance Corporation of British Columbia C.1.0-2
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7. The frequency trend for each EAB sub-coverage (except for EAB-DB) is set equal to the
BVDC frequency trend of -1.0% per year, assuming forecast injury frequency will decrease at the
same pace as the forecast BVDC frequency. For EAB-DB, a flat frequency trend is selected, as
there does not appear to be an obvious upward or downward trend in the historical death benefits

data.

8. The selected trend is applied from each FLY 2022 frequency spring-off point to forecast
the FLYs 2023 to 2026 modelled frequencies. The policy year (PY) 2023 frequency forecast is
calculated as a weighted average of the forecast FLYs, with weights of 0.25, 0.50, and
0.25 applied to FLYs 2024, 2025, and 2026 respectively, and is shown in Appendix C.1.1.

9. This represents a change from the selection in the 2021 RRA where the modelled
frequency spring-off point was based on ICBC'’s historical claim experience under the legal-based
AB coverages, adjusted for estimated impacts of the change to the Enhanced Care product, with
a flat trend rate. This change reflects a greater reliance on ICBC’s EAB claims experience, which

is now available.

C EAB SEVERITY

10. Determination of FLY 2022 incurred severity spring-off point for the EAB coverages is

described in Technical Appendix C.1.0.

11. Fiscal loss year (FLY) 2022 is the first year of EC, so it is used to determine the spring-off
points to forecast EAB claim severities. Details of the estimation of the FLY 2022 severity for each

EAB sub-coverage are provided in Technical Appendix Set C.1.

12. According to the Enhanced Accident Benefits Regulation, BC benefit limits must be
adjusted with BC consumer price index (CPI) for the fiscal year beginning on April 1, 2022 and
for each fiscal year after that, capped at 6.0%. Consistent with this, the actuaries rely on known
and forecast BC CPI changes to capture this inflation component in the forecast severities for the
coming fiscal years. For sub-coverages where there is also a trend due to factors other than
inflation, a non-inflationary trend is also added. The non-inflationary trend is selected based on
relevant historical information, and discussed for each EAB sub-coverage to which it applies in
the sections below. BC CPI forecast, the non-inflationary trend, and the selected severity trend

for each EAB sub-coverage are shown in Figure C.1.0.3 below.

Insurance Corporation of British Columbia C.1.0-3
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Figure C.1.0.3 — BC CPI Inflation Forecast, Non-inflationary Trend, and Selected Severity

Trend
Fiscal Year EAB-MR EAB-ED EAB-PI &
Calendar . BC CPI EAB-MR EAB-ED

Year of BC | to Which BC CPI Inflation b2 M Selected Selected =l
CPI CPI Inflation Capped Inflationary | Inflationary Trend Trend Selected

increase Trend Trend Trend

e (1) (2) (3) (4) (5) (6) (7)

2021 2023 2.8% 2.8% 4.7% 5.0% 2.8%

2022 2024 7.0% 6.0% 8.0% 8.3% 6.0%

2023 2025 3.9% 3.9% 5.8% 6.2% 3.9%

1.9% 2.2%

2024 2026 2.4% 2.4% 4.3% 4.6% 2.4%

2025 2027 2.2% 2.2% 4.1% 4.4% 2.2%

2026+ 2028+ 2.0% 2.0% 3.9% 4.2% 2.0%

(1) From Appendix C.0 Figure C.0.3
(2) Column (1) capped at 6.0%

(3) From Figure C.1.0.6

(4) From Figure C.1.0.9 Row (c)
G)=[1+@)]x[1+@3)-1
6)=01+ @) x[1+(4)]-1

(7)=()

13. The selected trend is applied from each FLY 2022 severity spring-off point to forecast the
FLYs 2023 to 2026 modelled severities. The policy year (PY) 2023 severity forecast is calculated

as a weighted average of the forecast FLYs, with weights of 0.25, 0.50 and 0.25 applied to
FLYs 2024, 2025 and 2026 respectively.

D EAB-MR

14. EAB-MR provides medical and rehabilitation benefits for the care and support needed by

injured parties for their recovery, subject to legal limits.

15. Frequency Forecast — The EAB-MR frequency forecast is shown in Figure C.1.0.4 below.
The frequency trend is set equal to the BVDC frequency trend of -1.0% per year, and applied from

a spring-off point for FLY 2022 as discussed in Section B above.

Insurance Corporation of British Columbia C.1.04
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Figure C.1.0.4 — EAB-MR Frequency
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16. Severity Forecast — The EAB-MR severity forecast is shown in Figure C.1.0.5.

17. Under EAB-MR, the treatment fees paid to medical service providers are subject to annual
increases based on the rate of inflation as reflected in the BC CPI (capped at 6.0%). Therefore,
the severity trend for EAB-MR relies on the BC CPI inflation forecast. Other factors, such as
changes in the mix of claimants and treatments utilized over time, are also expected to contribute
to the EAB-MR severity trend. In order to determine the trend due to factors other than inflation
(referred to as the non-inflationary trend), the actuaries have referred to historical data from

medical and rehabilitation benefits under the legal-based product (AB-MR).

18. The AB-MR paid severity by Fiscal Year (FY) is shown in Figure C.1.0.6. ICBC actuaries
selected a five-year simple exponential regression model ending March 2019, resulting in a trend
of 1.9%. This represents a period where the benefits and treatment fees paid under AB-MR were
fixed, so as to provide a stable non-inflationary trend (product enhancements and treatment fee
increases were introduced beginning April 1, 2019). This underlying non-inflationary trend for

changes in mix is assumed to continue in the first few years under EAB-MR.

19. The selected severity trend is based on the non-inflationary trend described in the previous

paragraph and the BC CPI inflation according to the September 2022 BC Budget update as shown

Insurance Corporation of British Columbia C.1.0-5
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in Figure C.1.0.3." This represents a change from the selection in the 2021 RRA where the

forecast projected forward from a FLY 2020 spring-off point using an AB-MR trend of 5.6% per

year.

Figure C.1.0.5 - EAB-MR Severity
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Figure C.1.0.6 — EAB-MR Non-inflationary Trend
Fiscal Year AB-MR Paid Severity ($) Modelled Severity ($)
2013 1,947
2014 1,944
2015 2477 2,387
2016 2,458 2,432
2017 2,338 2,477
2018 2,363 2,523
2019 2,771 2,571
2020 5,484
2021 5,019
2022 7,251
Fiscal Year Annual Trend Rate 1.9%

Data Source: AB-MR FYs 2013 to 2022 paid severities based on ICBC Internal Database

Ihttps://lwww2.gov.bc.cal/assets/gov/british-columbians-our-governments/government-finances/quarterly-
reports/2022-23-q1-report.pdf

Insurance Corporation of British Columbia
December 15, 2022
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E EAB-ED

20. EAB-ED provides wage earners, including those who are self-employed, and non-earners
(such as students and minors) income replacement benefits when they are unable to work or

perform their regular activities due to injuries suffered in a crash.

21. Frequency Forecast — The EAB-ED frequency forecast is shown in Figure C.1.0.7 below.
The frequency trend is set equal to the BVDC frequency trend of -1.0% per year, and applied from

a spring-off point for FLY 2022 as discussed in Section B above.

Figure C.1.0.7 — EAB-ED Frequency
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22. Severity Forecast — The EAB-ED severity forecast is shown in Figure C.1.0.8.

23. Under EAB-ED, the indemnities paid to claimants are subject to annual increases based
on the rate of inflation as reflected in the BC CPI (capped at 6.0%). Therefore the severity trend
for EAB-ED relies on the BC CPI inflation forecast. Other factors, such as changes in the mix of
claimants and the duration of indemnity payments, are also expected to contribute to the EAB-ED
severity trend. In order to determine the trend due to factors other than inflation (referred to as
the non-inflationary trend), the actuaries have referred to historical data from Weekly Benefits
(AB-WB) under the legal-based product.

Insurance Corporation of British Columbia C.1.0-7
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24. ICBC actuaries selected a non-inflationary severity trend of 2.2% for EAB-ED, which is
derived by removing an annual inflation factor of 2.0% from the AB-WB modelled severity trend
of 4.2%, as shown in Figure C.1.0.9. The AB-WB modelled severity trend of 4.2% is from a
seven-year simple exponential regression model ending December 31, 2016 based on AB-WB
incurred severity. This represents a period where the benefits paid under AB-WB were stable,
following the recession in 2008-2009, and preceding the change of Employment Insurance waiting
period in 2017 and the enhancement to benefits effective April 1, 2019. It therefore provides an
appropriate trend from which the impact of general inflation can be removed to arrive at the
non-inflationary trend. This underlying non-inflationary trend for changes in mix is assumed to

continue in the first few years under EAB-ED.

25. The selected severity trend is based on the non-inflationary trend described in the previous
paragraph and the BC CPI according to the September 2022 BC Budget update as shown in
Figure C.1.0.3. This represents a change from the selection in the 2021 RRA where the forecast

projected forward from a FLY 2020 spring-off point using an AB-WB trend of 3.9%.

Figure C.1.0.8 — EAB-ED Severity
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Figure C.1.0.9 — AB-WB Severity and EAB-ED Non-inflationary Trend
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Fiscal Loss Year AB-WB Incurred Severity ($) Modelled Severity ($)
(1) (2)

2007/08 6,686
2008/09 7,336
2009/10 7,611 7,357
2010/11 7,772 7,667
2011/12 7,104 7,971
2012/13 7,863 8,325
2013/14 9,965 8,699
2014/15 8,697 9,027
2015/16 9,178 9,426
2016/17 10,182 9,856
2017/18 12,416
2018/19 13,948
2019/20 27,962
2020/21 27,570

(a) Modelled Annual Trend Rate 4.2%

(b) Annual Inflation 2.0%

(c) Non-Inflationary Annual Trend Rate 2.2%

(1) Incurred Severity is based on the incurred loss & ALAE estimates in Technical Appendix C.1.2.1, adjusted to remove large
losses as described in Appendix C.0 Section B.

(2) Modelled Severity is the result of an exponential regression model over loss quarter severity points from Q4 of FY 2010
through Q3 FY 2017.

(a) Based on the model in column (2).

(b) Annual inflation factor assumed for the historical period.

(c) =[(1+ (a)] =+ [1+ (b)] - 1

Insurance Corporation of British Columbia C.1.0-9
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F EAB-PI

26. EAB-PI provides support for injuries that result in an impairment(s) that lasts for the rest
of a claimant’s life. A permanent impairment means someone has permanently lost certain
physical or cognitive function or is permanently disfigured. The payment amounts depend on the
nature of the injury and the degree of permanent impairment caused by the specific nature of the

injury.

27. Frequency Forecast — The EAB-PI frequency forecast is shown in Figure C.1.0.10 below.
The frequency trend is set equal to the BVDC frequency trend of -1.0% per year, and applied from

a spring-off point for FLY 2022 as discussed in Section B above.

Figure C.1.0.10 — EAB-PI Frequency
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28. Severity Forecast — The EAB-PI severity forecast is shown in Figure C.1.0.11.

29. According to the Enhanced Accident Benefits Regulation as discussed in paragraph 12,
the selected EAB-PI severity trend is based on BC CPI inflation according to the September 2022
BC Budget update as shown in Figure C.1.0.3. This represents a change from the selection in the
2021 RRA where the forecast projected from a FLY 2020 spring-off point using MPI Accident
Benefits Other — Non-Indexed trend of 1.2% for combined EAB-PI and EAB-DB. Analysing

Insurance Corporation of British Columbia C.1.0-10
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EAB-PI and EAB-DB separately enables ICBC to refine the analysis and support a separate cost

forecast for each of these sub-coverages in this Application.

Figure C.1.0.11 — EAB-PI Severity
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G EAB-DB
30. EAB-DB provides burial and funeral expense benefits, grief counselling support, as well

as lump sum payments to the surviving spouse, dependant(s) and non-dependant children or
parents. The benefit levels are higher under EAB-DB than historical death benefits under the
legal-based product (AB-DB).

31. Frequency Forecast — The EAB-DB frequency forecast is shown in Figure C.1.0.12

below.

32. The AB-DB incurred frequencies are shown in Figure C.1.0.13, which indicates that there
does not appear to be an obvious upward or downward trend in the historical AB-DB data.

Therefore, a flat frequency trend is selected for EAB-DB.

Insurance Corporation of British Columbia C.1.0-11
December 15, 2022
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Figure C.1.0.12 - EAB-DB Frequency
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Figure C.1.0.13 — AB-DB Incurred Frequency
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33.

34.

Fiscal Loss Year

Severity Forecast — The EAB-DB severity forecast is shown in Figure C.1.0.14 below.

According to the Enhanced Accident Benefits Regulation as discussed in paragraph 12, the

selected EAB-DB severity trend is based on BC CPI according to the September 2022 BC Budget
update as shown in Figure C.1.0.3. This represents a change from the selection in the 2021 RRA

Insurance Corporation of British Columbia

December 15, 2022

C.1.0-12
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where the forecast projected from a FLY 2020 spring-off point using MPI Accident Benefits Other
— Non-Indexed trend of 1.2% for combined EAB-PI and EAB-DB. Analysing EAB-PI| and EAB-DB
separately enables ICBC to refine the analysis and support a separate cost forecast for each of

these sub-coverages in this Application.

Figure C.1.0.14 — EAB-DB Severity
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ICBC Actuarial Analysis for PY 2023 Appendix C.1.1

Summary of Incurred Frequency

Enhanced Accident Benefits Sub-Coverages (EAB)
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Enhanced Medical Rehabilitation Enhanced Disability Permanent Impairment Death Benefits
. (EAB-MR) (EAB-ED) (EAB-PI) (EAB-DB)
Fiscal Loss Year Incurred Modelled Incurred Modelled Incurred Modelled Incurred Modelled
(1) (2 (3) 4) (5) (6) (7 (8)

2022 (11 months) 1.50% 1.70% 0.23% 0.26% 0.15% 0.17% 0.02% 0.02%
2023 1.68% 0.25% 0.17% 0.02%
2024 1.67% 0.25% 0.17% 0.02%
2025 1.65% 0.25% 0.17% 0.02%
2026 1.63% 0.25% 0.17% 0.02%

PY 2023 Forecast

Notes:

(1) Technical Appendix C.1.1.1 Col (5)

(3) Technical Appendix C.1.2.1 Col (5)

(5) Technical Appendix C.1.3.1 Col (5)

(7) Technical Appendix C.1.4.1 Col (15)

The models are described in Appendix C.1.0



ICBC Actuarial Analysis for PY 2023 Appendix C.1.2

Summary of Incurred Severity ($)

Enhanced Accident Benefits Sub-Coverages (EAB)
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Enhanced Medical
Fiscal Loss Year Rehabilitation Enhanced Disability Permanent Impairment Death Benefits
(EAB-MR) Severity (EAB-ED) Severity (EAB-PI) Severity (EAB-DB) Severity
1 (2 3) 4
2022 (11 months) 13,290 67,701 21,718 54,895
2023 13,951 70,903 22,326 56,432
2024 14,655 74,400 23,665 59,818
2025 15,293 77,772 24,588 62,151
2026 15,907 81,117 25,179 63,642
PY 2023 Forecast | 15,287 | 77,765 | 24,505 | 61,940

Notes:
(1) FLY 2022 (11 months) from TA C.1.0.16 (14b); FLYs 2023 - 2026 from C.1.2.1 (14b) to C.1.2.4 (14b)
(2) FLY 2022 (11 months) from TA C.1.0.16 (15b); FLYs 2023 - 2026 from C.1.2.1 (15b) to C.1.2.4 (15b)
(3) FLY 2022 (11 months) from TA C.1.3.1 Col (4);

FLYs 2023 - 2026: FLYN = FLYN-1 x [1 + BC CPI Inflation Capped from Appendix C.1.0 Figure C.1.0.3 Col (2)]
(4) FLY 2022 (11 months) from TA C.1.4.1 Col (14);

FLYs 2023 - 2026: FLYN = FLYN-1 x [1 + BC CPI Inflation Capped from Appendix C.1.0 Figure C.1.0.3 Col (2)]
The models are described in Appendix C.1.0



Incurred Severities before and after Indexation for EAB-MR and EAB-ED - FLY 2023

ICBC Actuarial Analysis for PY 2023

Appendix C.1.2.1

No ind 1
Age-to-Age LDF Age-to-Ultimate LDF Cumulative % Paid Incr tal % Paid Indexation Indexation EAB-MR EAB-ED
Development Inflation Factor for Factor for Paid
EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED Payment Assumption EAB-MR EAB-ED $) Paid ($)
Month () @ @) @ ) ®) o) @®) Year @© (19) (11) (12) (13)
12to 24 2.052 1.966 4.560 8.411 21.93% 11.89% 21.93% 11.89% Year 1 1.000 1.000 1.000 2,476 6,242
24 to 36 1.155 1.279 2.222 4.279 45.00% 23.37% 23.07% 11.48% Year 2 1.060 1.060 1.030 2,761 6,205
36 to 48 1.076 1.177 1.924 3.346 51.97% 29.88% 6.97% 6.52% Year 3 1.039 1.101 1.080 867 3,696
48 to 60 1.052 1.128 1.787 2.843 55.95% 35.17% 3.98% 5.29% Year 4 1.024 1.128 1.114 506 3,095
60 to 72 1.035 1.098 1.700 2519 58.83% 39.69% 2.88% 4.52% Year 5 1.022 1.153 1.140 375 2,705
72 to 84 1.030 1.075 1.641 2.296 60.92% 43.56% 2.09% 3.87% Year 6 1.020 1.176 1.164 277 2,365
84 to 96 1.030 1.064 1.594 2134 62.75% 46.85% 1.83% 3.29% Year 7 1.020 1.199 1.187 248 2,050
96 to 108 1.030 1.059 1.547 2.007 64.63% 49.83% 1.88% 2.98% Year 8 1.020 1.223 1.211 260 1,892
108 to 120 1.030 1.052 1.502 1.896 66.57% 52.74% 1.94% 2.92% Year 9 1.020 1.248 1.235 273 1,891
120 to 132 1.030 1.047 1.458 1.801 68.57% 55.51% 2.00% 2.77% Year 10 1.020 1.273 1.260 287 1,832
132to 144 1.030 1.042 1.416 1.721 70.63% 58.12% 2.06% 2.61% Year 11 1.020 1.298 1.285 301 1,761
144 to 156 1.030 1.041 1.375 1.651 72.75% 60.56% 2.12% 2.44% Year 12 1.020 1.324 1.311 317 1,681
156 to 168 1.028 1.037 1.335 1.587 74.92% 63.02% 2.18% 2.45% Year 13 1.020 1.350 1.337 332 1,722
168 to 180 1.023 1.033 1.298 1.530 77.02% 65.35% 2.10% 2.33% Year 14 1.020 1.377 1.364 326 1,668
180 to 192 1.019 1.031 1.269 1.481 78.79% 67.50% 1.77% 2.16% Year 15 1.020 1.405 1.391 281 1,575
192 to 204 1.017 1.028 1.245 1.438 80.29% 69.56% 1.50% 2.06% Year 16 1.020 1.433 1.419 242 1,535
204 to 216 1.017 1.026 1.225 1.399 81.66% 71.48% 1.36% 1.91% Year 17 1.020 1.462 1.447 225 1,454
216-228 1.016 1.025 1.205 1.363 83.00% 73.37% 1.35% 1.89% Year 18 1.020 1.491 1.476 227 1,467
228-240 1.015 1.023 1.186 1.330 84.34% 75.18% 1.34% 1.81% Year 19 1.020 1.521 1.506 229 1,428
240-252 1.015 1.021 1.168 1.300 85.63% 76.90% 1.29% 1.72% Year 20 1.020 1.551 1.536 226 1,388
252-264 1.014 1.020 1.151 1.273 86.87% 78.53% 1.24% 1.64% Year 21 1.020 1.582 1.567 222 1,347
264-276 1.013 1.018 1.135 1.249 88.07% 80.09% 1.20% 1.56% Year 22 1.020 1.614 1.598 218 1,305
276-288 1.012 1.017 1.121 1.226 89.23% 81.56% 1.15% 1.48% Year 23 1.020 1.646 1.630 215 1,262
288-300 1.012 1.016 1.107 1.205 90.34% 82.96% 1.11% 1.40% Year 24 1.020 1.679 1.663 211 1,220
300-312 1.011 1.015 1.094 1.186 91.41% 84.28% 1.07% 1.32% Year 25 1.020 1.713 1.696 207 1,177
312-324 1.011 1.014 1.082 1.169 92.44% 85.53% 1.03% 1.25% Year 26 1.020 1.747 1.730 203 1,134
324-336 1.010 1.013 1.070 1.153 93.42% 86.71% 0.99% 1.18% Year 27 1.020 1.782 1.764 199 1,092
336-348 1.010 1.012 1.060 1.139 94.37% 87.82% 0.95% 1.11% Year 28 1.020 1.818 1.800 194 1,050
348-360 1.009 1.011 1.050 1.125 95.28% 88.87% 0.91% 1.05% Year 29 1.020 1.854 1.836 190 1,009
360-372 1.009 1.010 1.040 1.113 96.16% 89.85% 0.87% 0.98% Year 30 1.020 1.891 1.872 186 968
372-384 1.008 1.010 1.031 1.102 96.99% 90.78% 0.84% 0.93% Year 31 1.020 1.929 1.910 182 929
384-396 1.008 1.009 1.023 1.091 97.79% 91.65% 0.80% 0.87% Year 32 1.020 1.967 1.948 178 890
396-408 1.007 1.008 1.015 1.081 98.56% 92.47% 0.77% 0.82% Year 33 1.020 2.007 1.987 174 852
408-420 1.007 1.008 1.007 1.073 99.30% 93.23% 0.74% 0.77% Year 34 1.020 2.047 2.027 170 816
420-432 1.000 1.007 1.000 1.064 100.00% 93.95% 0.70% 0.72% Year 35 1.020 2.088 2.067 166 780
432-444 1.007 1.057 94.63% 0.67% Year 36 1.020 2129 2.109 - 746
444-456 1.006 1.050 95.26% 0.63% Year 37 1.020 2172 2.151 - 712
456-468 1.006 1.043 95.85% 0.59% Year 38 1.020 2.216 2.194 - 680
468-480 1.005 1.037 96.40% 0.55% Year 39 1.020 2.260 2.238 - 649
480-492 1.005 1.032 96.92% 0.52% Year 40 1.020 2.305 2.282 - 620
492-504 1.005 1.027 97.40% 0.48% Year 41 1.020 2.351 2.328 - 591
504-516 1.004 1.022 97.85% 0.45% Year 42 1.020 2.398 2.375 - 563
516-528 1.004 1.018 98.27% 0.42% Year 43 1.020 2.446 2422 - 537
528-540 1.004 1.013 98.67% 0.39% Year 44 1.020 2.495 2.470 - 511
540-552 1.003 1.010 99.04% 0.37% Year 45 1.020 2.545 2.520 - 487
552-564 1.003 1.006 99.38% 0.34% Year 46 1.020 2.596 2.570 - 464
564-576 1.003 1.003 99.70% 0.32% Year 47 1.020 2.648 2.622 - 441
576-Ult 1.000 1.000 100.00% 0.30% Year 48 1.020 2.701 2.674 - 420
Incurred Severity after Indexation 13,951 70,903
Notes: Indexation Impact 2,663 18,401
(1) From Technical Appendix E.1 Col (a)
(2) From Technical Appendix E.2 Col (a) FLY 2023 (14) (15)
(3) Selected To Ultimate = product of Col (1) beginning from same maturity (a) Incurred Severity before Indexation 11,289 52,502
(4) Selected To Ultimate = product of Col (2) beginning from same maturity (b) Incurred Severity after Indexation 13,951 70,903
(6)=1+@)
(6)=1+(4)
(7) = (5) - (5) Prior (14a) = TA C.1.0 Figure C.1.0.9 Col (1) Row (a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (5)]
(8) = (8) - (6) Prior (14b) = SUM(Year 1:Year 48) of Col (12)
(9) From Appendix C.1.0 Figure C.1.0.3 Col (2) (15a) = TA C.1.0 Figure C.1.0.9 Col (2) Row (a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (6)]
(10) Year n factor = PRODUCT(Year 1:Year n) of Col (9) (15b) = SUM(Year 1:Year 48) of Col (13)

(11) Year n factor = PRODUCT(Year 1:Year n-1) * Year n*0.5 of Col (9)

Indexation for EAB-ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation is applied all at once for all claims at the beginning of the fiscal

year.
(12) = (14a) x (7) x (10)
(13) = (15a) x (8) x (11)




ICBC Actuarial Analysis for PY 2023

Incurred Severities before and after Indexation for EAB-MR and EAB-ED - FLY 2024

Appendix C.1.2.2

No ind 1
Age-to-Age LDF Age-to-Ultimate LDF Cumulative % Paid Incr tal % Paid Indexation Indexation EAB-MR EAB-ED
Development Inflation Factor for Factor for Paid
EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED Payment Assumption EAB-MR EAB-ED $) Paid ($)
Month () @ @) @ ) ®) o) @®) Year @© (19) (11) (12) (13)
12to 24 2.052 1.966 4.560 8.411 21.93% 11.89% 21.93% 11.89% Year 1 1.000 1.000 1.000 2,673 6,761
24 to 36 1.155 1.279 2.222 4.279 45.00% 23.37% 23.07% 11.48% Year 2 1.039 1.039 1.019 2,922 6,655
36 to 48 1.076 1.177 1.924 3.346 51.97% 29.88% 6.97% 6.52% Year 3 1.024 1.064 1.051 905 3,896
48 to 60 1.052 1.128 1.787 2.843 55.95% 35.17% 3.98% 5.29% Year 4 1.022 1.087 1.076 527 3,235
60 to 72 1.035 1.098 1.700 2519 58.83% 39.69% 2.88% 4.52% Year 5 1.020 1.109 1.098 390 2,822
72 to 84 1.030 1.075 1.641 2.296 60.92% 43.56% 2.09% 3.87% Year 6 1.020 1.131 1.120 288 2,465
84 to 96 1.030 1.064 1.594 2134 62.75% 46.85% 1.83% 3.29% Year 7 1.020 1.154 1.143 257 2,137
96 to 108 1.030 1.059 1.547 2.007 64.63% 49.83% 1.88% 2.98% Year 8 1.020 1.177 1.165 270 1,972
108 to 120 1.030 1.052 1.502 1.896 66.57% 52.74% 1.94% 2.92% Year 9 1.020 1.201 1.189 284 1,971
120 to 132 1.030 1.047 1.458 1.801 68.57% 55.51% 2.00% 2.77% Year 10 1.020 1.225 1.212 298 1,909
132to 144 1.030 1.042 1.416 1.721 70.63% 58.12% 2.06% 2.61% Year 11 1.020 1.249 1.237 313 1,835
144 to 156 1.030 1.041 1.375 1.651 72.75% 60.56% 2.12% 2.44% Year 12 1.020 1.274 1.261 329 1,752
156 to 168 1.028 1.037 1.335 1.587 74.92% 63.02% 2.18% 2.45% Year 13 1.020 1.299 1.287 345 1,795
168 to 180 1.023 1.033 1.298 1.530 77.02% 65.35% 2.10% 2.33% Year 14 1.020 1.325 1.312 339 1,739
180 to 192 1.019 1.031 1.269 1.481 78.79% 67.50% 1.77% 2.16% Year 15 1.020 1.352 1.339 292 1,641
192 to 204 1.017 1.028 1.245 1.438 80.29% 69.56% 1.50% 2.06% Year 16 1.020 1.379 1.365 252 1,600
204 to 216 1.017 1.026 1.225 1.399 81.66% 71.48% 1.36% 1.91% Year 17 1.020 1.407 1.393 234 1,516
216-228 1.016 1.025 1.205 1.363 83.00% 73.37% 1.35% 1.89% Year 18 1.020 1.435 1.421 236 1,529
228-240 1.015 1.023 1.186 1.330 84.34% 75.18% 1.34% 1.81% Year 19 1.020 1.463 1.449 238 1,489
240-252 1.015 1.021 1.168 1.300 85.63% 76.90% 1.29% 1.72% Year 20 1.020 1.493 1.478 235 1,447
252-264 1.014 1.020 1.151 1.273 86.87% 78.53% 1.24% 1.64% Year 21 1.020 1.523 1.508 231 1,404
264-276 1.013 1.018 1.135 1.249 88.07% 80.09% 1.20% 1.56% Year 22 1.020 1.553 1.538 227 1,360
276-288 1.012 1.017 1.121 1.226 89.23% 81.56% 1.15% 1.48% Year 23 1.020 1.584 1.568 223 1,316
288-300 1.012 1.016 1.107 1.205 90.34% 82.96% 1.11% 1.40% Year 24 1.020 1.616 1.600 219 1,271
300-312 1.011 1.015 1.094 1.186 91.41% 84.28% 1.07% 1.32% Year 25 1.020 1.648 1.632 215 1,226
312-324 1.011 1.014 1.082 1.169 92.44% 85.53% 1.03% 1.25% Year 26 1.020 1.681 1.664 211 1,182
324-336 1.010 1.013 1.070 1.153 93.42% 86.71% 0.99% 1.18% Year 27 1.020 1.715 1.698 206 1,138
336-348 1.010 1.012 1.060 1.139 94.37% 87.82% 0.95% 1.11% Year 28 1.020 1.749 1.732 202 1,094
348-360 1.009 1.011 1.050 1.125 95.28% 88.87% 0.91% 1.05% Year 29 1.020 1.784 1.766 198 1,051
360-372 1.009 1.010 1.040 1.113 96.16% 89.85% 0.87% 0.98% Year 30 1.020 1.820 1.802 194 1,009
372-384 1.008 1.010 1.031 1.102 96.99% 90.78% 0.84% 0.93% Year 31 1.020 1.856 1.838 189 968
384-396 1.008 1.009 1.023 1.091 97.79% 91.65% 0.80% 0.87% Year 32 1.020 1.893 1.874 185 928
396-408 1.007 1.008 1.015 1.081 98.56% 92.47% 0.77% 0.82% Year 33 1.020 1.931 1.912 181 888
408-420 1.007 1.008 1.007 1.073 99.30% 93.23% 0.74% 0.77% Year 34 1.020 1.970 1.950 176 850
420-432 1.000 1.007 1.000 1.064 100.00% 93.95% 0.70% 0.72% Year 35 1.020 2.009 1.989 172 813
432-444 1.007 1.057 94.63% 0.67% Year 36 1.020 2.049 2.029 - 77
444-456 1.006 1.050 95.26% 0.63% Year 37 1.020 2.090 2.070 - 743
456-468 1.006 1.043 95.85% 0.59% Year 38 1.020 2132 2111 - 709
468-480 1.005 1.037 96.40% 0.55% Year 39 1.020 2175 2.153 - 677
480-492 1.005 1.032 96.92% 0.52% Year 40 1.020 2.218 2.196 - 646
492-504 1.005 1.027 97.40% 0.48% Year 41 1.020 2.262 2.240 - 616
504-516 1.004 1.022 97.85% 0.45% Year 42 1.020 2.308 2.285 - 587
516-528 1.004 1.018 98.27% 0.42% Year 43 1.020 2.354 2.331 - 560
528-540 1.004 1.013 98.67% 0.39% Year 44 1.020 2.401 2.377 - 533
540-552 1.003 1.010 99.04% 0.37% Year 45 1.020 2.449 2.425 - 508
552-564 1.003 1.006 99.38% 0.34% Year 46 1.020 2.498 2473 - 483
564-576 1.003 1.003 99.70% 0.32% Year 47 1.020 2.548 2.523 - 460
576-Ult 1.000 1.000 100.00% 0.30% Year 48 1.020 2.599 2.573 - 438
Incurred Severity after Indexation 14,655 74,400
Notes: Indexation Impact 2,466 17,531
(1) From Technical Appendix E.1 Col (a)
(2) From Technical Appendix E.2 Col (a) FLY 2024 (14) (15)
(3) Selected To Ultimate = product of Col (1) beginning from same maturity (a) Incurred Severity before Indexation 12,189 56,869
(4) Selected To Ultimate = product of Col (2) beginning from same maturity (b) Incurred Severity after Indexation 14,655 74,400
(6)=1+@)
(6)=1+(4)
(7) = (5) - (5) Prior (14a) = C.1.2.1 (14a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (5)]
(8) = (8) - (6) Prior (14b) = SUM(Year 1:Year 48) of Col (12)
(9) From Appendix C.1.0 Figure C.1.0.3 Col (2) (15a) = C.1.2.1 (15a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (6)]
(10) Year n factor = PRODUCT(Year 1:Year n) of Col (9) (15b) = SUM(Year 1:Year 48) of Col (13)

(11) Year n factor = PRODUCT(Year 1:Year n-1) * Year n*0.5 of Col (9)

Indexation for EAB-ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation is applied all at once for all claims at the

beginning of the fiscal year.
(12) = (14a) x (7) x (10)
(13) = (15a) x (8) x (11)




Incurred Severities before and after Indexation for EAB-MR and EAB-ED - FLY 2025

ICBC Actuarial Analysis for PY 2023

Appendix C.1.2.3

No ind 1
Age-to-Age LDF Age-to-Ultimate LDF Cumulative % Paid Incr tal % Paid Indexation Indexation EAB-MR EAB-ED
Development Inflation Factor for Factor for Paid| Incr
EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED Payment Assumption EAB-MR EAB-ED $) Paid ($)
Month () @ @) @ ) ®) o) @®) Year @ (19) (11) (12) (13)
12to 24 2.052 1.966 4.560 8.411 21.93% 11.89% 21.93% 11.89% Year 1 1.000 1.000 1.000 2,829 7,178
24 to 36 1.155 1.279 2.222 4.279 45.00% 23.37% 23.07% 11.48% Year 2 1.024 1.024 1.012 3,048 7,014
36 to 48 1.076 1.177 1.924 3.346 51.97% 29.88% 6.97% 6.52% Year 3 1.022 1.047 1.035 942 4,072
48 to 60 1.052 1.128 1.787 2.843 55.95% 35.17% 3.98% 5.29% Year 4 1.020 1.067 1.057 548 3,376
60 to 72 1.035 1.098 1.700 2519 58.83% 39.69% 2.88% 4.52% Year 5 1.020 1.089 1.078 405 2,942
72to 84 1.030 1.075 1.641 2.296 60.92% 43.56% 2.09% 3.87% Year 6 1.020 1.111 1.100 299 2,570
84 to 96 1.030 1.064 1.594 2134 62.75% 46.85% 1.83% 3.29% Year 7 1.020 1.133 1.122 267 2,227
96 to 108 1.030 1.059 1.547 2.007 64.63% 49.83% 1.88% 2.98% Year 8 1.020 1.155 1.144 280 2,055
108 to 120 1.030 1.052 1.502 1.896 66.57% 52.74% 1.94% 2.92% Year 9 1.020 1.179 1.167 295 2,055
120 to 132 1.030 1.047 1.458 1.801 68.57% 55.51% 2.00% 2.77% Year 10 1.020 1.202 1.190 310 1,990
132to 144 1.030 1.042 1.416 1.721 70.63% 58.12% 2.06% 2.61% Year 11 1.020 1.226 1.214 325 1,913
144 to 156 1.030 1.041 1.375 1.651 72.75% 60.56% 2.12% 2.44% Year 12 1.020 1.251 1.238 342 1,826
156 to 168 1.028 1.037 1.335 1.587 74.92% 63.02% 2.18% 2.45% Year 13 1.020 1.276 1.263 359 1,871
168 to 180 1.023 1.033 1.298 1.530 77.02% 65.35% 2.10% 2.33% Year 14 1.020 1.301 1.288 352 1,812
180 to 192 1.019 1.031 1.269 1.481 78.79% 67.50% 1.77% 2.16% Year 15 1.020 1.327 1.314 303 1,711
192 to 204 1.017 1.028 1.245 1.438 80.29% 69.56% 1.50% 2.06% Year 16 1.020 1.354 1.340 262 1,668
204 to 216 1.017 1.026 1.225 1.399 81.66% 71.48% 1.36% 1.91% Year 17 1.020 1.381 1.367 243 1,580
216-228 1.016 1.025 1.205 1.363 83.00% 73.37% 1.35% 1.89% Year 18 1.020 1.408 1.395 245 1,593
228-240 1.015 1.023 1.186 1.330 84.34% 75.18% 1.34% 1.81% Year 19 1.020 1.437 1.423 248 1,552
240-252 1.015 1.021 1.168 1.300 85.63% 76.90% 1.29% 1.72% Year 20 1.020 1.465 1.451 244 1,508
252-264 1.014 1.020 1.151 1.273 86.87% 78.53% 1.24% 1.64% Year 21 1.020 1.495 1.480 240 1,463
264-276 1.013 1.018 1.135 1.249 88.07% 80.09% 1.20% 1.56% Year 22 1.020 1.525 1.510 236 1,418
276-288 1.012 1.017 1.121 1.226 89.23% 81.56% 1.15% 1.48% Year 23 1.020 1.555 1.540 232 1,371
288-300 1.012 1.016 1.107 1.205 90.34% 82.96% 1.11% 1.40% Year 24 1.020 1.586 1.571 227 1,325
300-312 1.011 1.015 1.094 1.186 91.41% 84.28% 1.07% 1.32% Year 25 1.020 1.618 1.602 223 1,278
312-324 1.011 1.014 1.082 1.169 92.44% 85.53% 1.03% 1.25% Year 26 1.020 1.650 1.634 219 1,232
324-336 1.010 1.013 1.070 1.153 93.42% 86.71% 0.99% 1.18% Year 27 1.020 1.683 1.667 214 1,186
336-348 1.010 1.012 1.060 1.139 94.37% 87.82% 0.95% 1.11% Year 28 1.020 1.717 1.700 210 1,140
348-360 1.009 1.011 1.050 1.125 95.28% 88.87% 0.91% 1.05% Year 29 1.020 1.751 1.734 206 1,096
360-372 1.009 1.010 1.040 1.113 96.16% 89.85% 0.87% 0.98% Year 30 1.020 1.786 1.769 201 1,052
372-384 1.008 1.010 1.031 1.102 96.99% 90.78% 0.84% 0.93% Year 31 1.020 1.822 1.804 197 1,009
384-396 1.008 1.009 1.023 1.091 97.79% 91.65% 0.80% 0.87% Year 32 1.020 1.858 1.840 192 967
396-408 1.007 1.008 1.015 1.081 98.56% 92.47% 0.77% 0.82% Year 33 1.020 1.896 1.877 188 926
408-420 1.007 1.008 1.007 1.073 99.30% 93.23% 0.74% 0.77% Year 34 1.020 1.934 1.915 183 886
420-432 1.000 1.007 1.000 1.064 100.00% 93.95% 0.70% 0.72% Year 35 1.020 1.972 1.953 179 848
432-444 1.007 1.057 94.63% 0.67% Year 36 1.020 2.012 1.992 - 810
444-456 1.006 1.050 95.26% 0.63% Year 37 1.020 2.052 2.032 - 774
456-468 1.006 1.043 95.85% 0.59% Year 38 1.020 2.093 2.072 - 739
468-480 1.005 1.037 96.40% 0.55% Year 39 1.020 2.135 2114 - 705
480-492 1.005 1.032 96.92% 0.52% Year 40 1.020 2177 2.156 - 673
492-504 1.005 1.027 97.40% 0.48% Year 41 1.020 2.221 2.199 - 642
504-516 1.004 1.022 97.85% 0.45% Year 42 1.020 2.265 2.243 - 612
516-528 1.004 1.018 98.27% 0.42% Year 43 1.020 2311 2.288 - 583
528-540 1.004 1.013 98.67% 0.39% Year 44 1.020 2.357 2.334 - 556
540-552 1.003 1.010 99.04% 0.37% Year 45 1.020 2.404 2.380 - 529
552-564 1.003 1.006 99.38% 0.34% Year 46 1.020 2.452 2.428 - 504
564-576 1.003 1.003 99.70% 0.32% Year 47 1.020 2.501 2477 - 480
576-Ult 1.000 1.000 100.00% 0.30% Year 48 1.020 2.551 2.526 - 456
Incurred Severity after Indexation 15,293 77,772
Notes: Indexation Impact 2,391 17,393
(1) From Technical Appendix E.1 Col (a)
(2) From Technical Appendix E.2 Col (a) FLY 2025 (14) (15)
(3) Selected To Ultimate = product of Col (1) beginning from same maturity (a) Incurred Severity before Indexation 12,901 60,379
(4) Selected To Ultimate = product of Col (2) beginning from same maturity (b) Incurred Severity after Indexation 15,293 77,772
(6)=1+@)
(6)=1+(4)
(7) = (5) - (5) Prior (14a) = C.1.2.2 (14a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (5)]
(8) = (8) - (6) Prior (14b) = SUM(Year 1:Year 48) of Col (12)
(9) From Appendix C.1.0 Figure C.1.0.3 Col (2) (15a) = C.1.2.2 (15a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (6)]
(10) Year n factor = PRODUCT(Year 1:Year n) of Col (9) (15b) = SUM(Year 1:Year 48) of Col (13)

(11) Year n factor = PRODUCT(Year 1:Year n-1) * Year n*0.5 of Col (9)
Indexation for EAB-ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation is applied all at once for all claims at the

beginning of the fiscal year.
(12) = (14a) x (7) x (10)
(13) = (15a) x (8) x (11)




Incurred Severities before and after Indexation for EAB-MR and EAB-ED - FLY 2026

ICBC Actuarial Analysis for PY 2023

Appendix C.1.2.4

No ind 1
Age-to-Age LDF Age-to-Ultimate LDF Cumulative % Paid Incr tal % Paid Indexation Indexation EAB-MR EAB-ED
Development Inflation Factor for Factor for Paid| Incr
EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED EAB-MR EAB-ED Payment Assumption EAB-MR EAB-ED $) Paid ($)
Month () @ @) @ ) ®) ) @) Year &) (10) (1) (12) (13)
12to 24 2.052 1.966 4.560 8.411 21.93% 11.89% 21.93% 11.89% Year 1 1.000 1.000 1.000 2,951 7,511
24 to 36 1.155 1.279 2.222 4.279 45.00% 23.37% 23.07% 11.48% Year 2 1.022 1.022 1.011 3,173 7,332
36 to 48 1.076 1.177 1.924 3.346 51.97% 29.88% 6.97% 6.52% Year 3 1.020 1.042 1.032 978 4,249
48 to 60 1.052 1.128 1.787 2.843 55.95% 35.17% 3.98% 5.29% Year 4 1.020 1.063 1.053 569 3,518
60 to 72 1.035 1.098 1.700 2.519 58.83% 39.69% 2.88% 4.52% Year 5 1.020 1.085 1.074 421 3,066
72to 84 1.030 1.075 1.641 2.296 60.92% 43.56% 2.09% 3.87% Year 6 1.020 1.106 1.095 311 2,678
84 to 96 1.030 1.064 1.594 2134 62.75% 46.85% 1.83% 3.29% Year 7 1.020 1.128 1.117 278 2,322
96 to 108 1.030 1.059 1.547 2.007 64.63% 49.83% 1.88% 2.98% Year 8 1.020 1.151 1.140 291 2,142
108 to 120 1.030 1.052 1.502 1.896 66.57% 52.74% 1.94% 2.92% Year 9 1.020 1.174 1.162 306 2,142
120 to 132 1.030 1.047 1.458 1.801 68.57% 55.51% 2.00% 2.77% Year 10 1.020 1.197 1.186 322 2,074
132 to 144 1.030 1.042 1.416 1.721 70.63% 58.12% 2.06% 2.61% Year 11 1.020 1.221 1.209 338 1,994
144 to 156 1.030 1.041 1.375 1.651 72.75% 60.56% 2.12% 2.44% Year 12 1.020 1.246 1.234 356 1,903
156 to 168 1.028 1.037 1.335 1.587 74.92% 63.02% 2.18% 2.45% Year 13 1.020 1.271 1.258 373 1,950
168 to 180 1.023 1.033 1.298 1.530 77.02% 65.35% 2.10% 2.33% Year 14 1.020 1.296 1.283 366 1,889
180 to 192 1.019 1.031 1.269 1.481 78.79% 67.50% 1.77% 2.16% Year 15 1.020 1.322 1.309 315 1,783
192 to 204 1.017 1.028 1.245 1.438 80.29% 69.56% 1.50% 2.06% Year 16 1.020 1.349 1.335 272 1,738
204 to 216 1.017 1.026 1.225 1.399 81.66% 71.48% 1.36% 1.91% Year 17 1.020 1.375 1.362 252 1,647
216-228 1.016 1.025 1.205 1.363 83.00% 73.37% 1.35% 1.89% Year 18 1.020 1.403 1.389 255 1,661
228-240 1.015 1.023 1.186 1.330 84.34% 75.18% 1.34% 1.81% Year 19 1.020 1.431 1.417 257 1,617
240-252 1.015 1.021 1.168 1.300 85.63% 76.90% 1.29% 1.72% Year 20 1.020 1.460 1.445 253 1,572
252-264 1.014 1.020 1.151 1.273 86.87% 78.53% 1.24% 1.64% Year 21 1.020 1.489 1.474 249 1,525
264-276 1.013 1.018 1.135 1.249 88.07% 80.09% 1.20% 1.56% Year 22 1.020 1.519 1.504 245 1,478
276-288 1.012 1.017 1.121 1.226 89.23% 81.56% 1.15% 1.48% Year 23 1.020 1.549 1.534 241 1,429
288-300 1.012 1.016 1.107 1.205 90.34% 82.96% 1.11% 1.40% Year 24 1.020 1.580 1.564 236 1,381
300-312 1.011 1.015 1.094 1.186 91.41% 84.28% 1.07% 1.32% Year 25 1.020 1.612 1.596 232 1,332
312-324 1.011 1.014 1.082 1.169 92.44% 85.53% 1.03% 1.25% Year 26 1.020 1.644 1.628 227 1,284
324-336 1.010 1.013 1.070 1.153 93.42% 86.71% 0.99% 1.18% Year 27 1.020 1.677 1.660 223 1,236
336-348 1.010 1.012 1.060 1.139 94.37% 87.82% 0.95% 1.11% Year 28 1.020 1.710 1.693 218 1,189
348-360 1.009 1.011 1.050 1.125 95.28% 88.87% 0.91% 1.05% Year 29 1.020 1.744 1.727 214 1,142
360-372 1.009 1.010 1.040 1.113 96.16% 89.85% 0.87% 0.98% Year 30 1.020 1.779 1.762 209 1,096
372-384 1.008 1.010 1.031 1.102 96.99% 90.78% 0.84% 0.93% Year 31 1.020 1.815 1.797 204 1,051
384-396 1.008 1.009 1.023 1.091 97.79% 91.65% 0.80% 0.87% Year 32 1.020 1.851 1.833 200 1,008
396-408 1.007 1.008 1.015 1.081 98.56% 92.47% 0.77% 0.82% Year 33 1.020 1.888 1.870 195 965
408-420 1.007 1.008 1.007 1.073 99.30% 93.23% 0.74% 0.77% Year 34 1.020 1.926 1.907 191 924
420-432 1.000 1.007 1.000 1.064 100.00% 93.95% 0.70% 0.72% Year 35 1.020 1.965 1.945 186 883
432-444 1.007 1.057 94.63% 0.67% Year 36 1.020 2.004 1.984 - 844
444-456 1.006 1.050 95.26% 0.63% Year 37 1.020 2.044 2.024 - 807
456-468 1.006 1.043 95.85% 0.59% Year 38 1.020 2.085 2.064 - 770
468-480 1.005 1.037 96.40% 0.55% Year 39 1.020 2.126 2.106 - 735
480-492 1.005 1.032 96.92% 0.52% Year 40 1.020 2.169 2.148 - 702
492-504 1.005 1.027 97.40% 0.48% Year 41 1.020 2.212 2.191 - 669
504-516 1.004 1.022 97.85% 0.45% Year 42 1.020 2.257 2.234 - 638
516-528 1.004 1.018 98.27% 0.42% Year 43 1.020 2.302 2.279 - 608
528-540 1.004 1.013 98.67% 0.39% Year 44 1.020 2.348 2.325 - 579
540-552 1.003 1.010 99.04% 0.37% Year 45 1.020 2.395 2.371 - 552
552-564 1.003 1.006 99.38% 0.34% Year 46 1.020 2.443 2.419 - 525
564-576 1.003 1.003 99.70% 0.32% Year 47 1.020 2.491 2.467 - 500
576-Ult 1.000 1.000 100.00% 0.30% Year 48 1.020 2.541 2.516 - 476
Incurred Severity after Indexation 15,907 81,117
Notes: Indexation Impact 2,450 17,937
(1) From Technical Appendix E.1 Col (a)
(2) From Technical Appendix E.2 Col (a) FLY 2026 (14) (15)
(3) Selected To Ultimate = product of Col (1) beginning from same maturity (a) Incurred Severity before Indexation 13,457 63,180
(4) Selected To Ultimate = product of Col (2) beginning from same maturity (b) Incurred Severity after Indexation 15,907 81,117
(6)=1+(@)
(6)=1+(4)
(7) = (5) - (5) Prior (14a) = C.1.2.3 (14a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (5)]
(8) = (6) - (6) Prior (14b) = SUM(Year 1:Year 48) of Col (12)
(9) From Appendix C.1.0 Figure C.1.0.3 Col (2) (15a) = C.1.2.3 (15a) * [1+ Appendix C.1.0 Figure C.1.0.3 Col (6)]
(10) Year n factor = PRODUCT(Year 1:Year n) of Col (9) (15b) = SUM(Year 1:Year 48) of Col (13)

(11) Year n factor = PRODUCT(Year 1:Year n-1) * Year n*0.5 of Col (9)
Indexation for EAB-ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation is applied all at once for all claims at the beginning of the fiscal

year.

(12) = (14a) x (7) x (10)
(13) = (15a) x (8) x (11)
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A INTRODUCTION

1. This Appendix shows the forecast analysis of Basic Vehicle Damage Coverage (BVDC)
for claims associated with Policy Year (PY) 2023. Figure C.2.0.1 below provides the forecasted

frequency and severity for PY 2023.

Figure C.2.0.1 — PY 2023 Forecast Frequency and Severity

Coverage Frequency Severity
Basic Vehicle Damage Coverage (BVDC) 3.69% $6,672
2. The PY 2023 frequency and severity forecasts are calculated as weighted averages of the

modelled frequency and severity across future loss quarters from Fiscal Loss Years (FLYs) 2024
through 2026. The quarterly frequency points are weighted by the risk exposure in each quarter,
and the quarterly severity points are weighted by the claim exposure counts in each quarter, in
addition to a factor representing the distribution of PY 2023 risk exposure across the period.

Figure C.2.0.2 below provides the weights for each fiscal loss quarter for frequency and severity.

Figure C.2.0.2 — PY 2023 Forecast Weights for Frequency and Severity

Fiscal Loss Quarter Weight for Frequency Weight for Severity
2024Q1 0.016 x risk exposure 0.016 x incurred count
2024Q2 0.047 x risk exposure 0.047 x incurred count
2024Q3 0.078 x risk exposure 0.078 x incurred count
2024Q4 0.109 x risk exposure 0.109 x incurred count
2025Q1 0.125 x risk exposure 0.125 x incurred count
2025Q2 0.125 x risk exposure 0.125 x incurred count
2025Q3 0.125 x risk exposure 0.125 x incurred count
2025Q4 0.125 x risk exposure 0.125 x incurred count
2026Q1 0.109 x risk exposure 0.109 x incurred count
2026Q2 0.078 x risk exposure 0.078 x incurred count
2026Q3 0.047 x risk exposure 0.047 x incurred count
2026Q4 0.016 x risk exposure 0.016 x incurred count

Insurance Corporation of British Columbia

December 15, 2022
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3. Section B and C below show the modelled versus incurred data plots of frequency and
severity for BVDC. The plots are based on the incurred frequency and severity data points as

shown in Appendix C.2.1 and are derived as shown in Technical Appendix Set C.2.

B BVDC FREQUENCY

4. The BVDC frequency forecast is shown in Figure C.2.0.3. A 10-year simple regression
model (baseline) was selected ending at the third quarter of FLY 2020. The selected model
excludes all points beginning with the fourth quarter of FLY 2020 because impacts of the

COVID-19 pandemic in this period could bias the trend.

5. The resulting annualized trend rate of -1.0% is then applied from a point based on the first
three quarters of FLY 2020 (seasonally adjusted), trended forward to the FLY 2022 level. This
spring-off point reflects the pre-COVID-19 pandemic frequency level and trend. While a
substantial reduction in claim frequency was observed through FLYs 2021 and 2022 as a
consequence of the COVID-19 pandemic, the number of claims has been rising and is expected
to return to the previous level and trend. The forecast level can be seen to fall above the most
recent frequency point for FLY 2022, in which frequency remained relatively low and was affected
by a number of factors that are not expected to re-occur, including: public health restrictions
related to the Omicron variant of COVID-19, substantial flooding impacting travel through the
Fraser Valley, and economic volatility, including impacts to fuel prices, following Russia’s invasion

of the Ukraine.

Insurance Corporation of British Columbia C.2.0-2
December 15, 2022
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Figure C.2.0.3 — BVDC Frequency Forecast
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6. BVDC severity is mainly related to materials and labour costs to repair vehicles, and costs

to replace when a vehicle is deemed a total loss. It also includes other costs associated with
repairs such as towing and storage of vehicle and costs accrued from renting a vehicle or other

alternative transportations such as courtesy cars.

7. The BVDC severity forecast is shown in Figure C.2.0.4. ICBC actuaries selected a
five-year simple regression model, resulting in a 7.9% annualized trend rate. Although this trend
was selected to give consideration to the steeper trend rates observed in recent years, the trend
does not fully capture the high cost of payments seen in the most recent two years, which have
been in excess of 9%. This is influenced by very high inflation in parts costs and vehicle prices
seen recently. Conditions in the vehicle repair industry are also challenging, and have led to both
cost pressures and capacity concerns. As discussed in Chapter 7, Appendix 7B Claims Cost
Management, ICBC is providing annual rate increases to suppliers, based on the rate of inflation
and related industry cost pressures. The effect of inflation is accentuated by increased cycle times

for vehicle repairs, which are affected by capacity issues in the vehicle repair industry and parts

Insurance Corporation of British Columbia C.2.0-3
December 15, 2022
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shortages affected by disruption in supply chains. This can also increase the costs of towing and
storage charges, as well as usage of rental vehicles and alternative transportation, all of which
result in higher BVDC severity. The combination of all these effects is not expected to subside

substantially within the forecast period, over which inflation is also forecast to remain elevated.

8. Therefore, the actuaries have made an additional adjustment to the model which uses the
forecasted BC Consumer Price Index (CPI) inflation, to the extent that it exceeds the typical level
of general inflation which would be embedded in the historical trend period. This adjustment for
excess inflation over the historical level is applied as an increase to the severity trend for each
fiscal loss year, in addition to the underlying trend rate of 7.9%. The calculation of the adjustment
for excess inflation is shown in Figure C.2.0.5. The addition of this adjustment represents a
change from the selection in the 2021 Revenue Requirements Application (2021 RRA) where the
results of a regression model were used without adjustment. At the time of the 2021 RRA, an

elevated level of inflation for BC CPI had not been experienced and was not being forecast.

Figure C.2.0.4 — BVDC Severity Forecast
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Figure C.2.0.5 — BC CPI Inflation and Adjustment to Severity Trend

Calendar Year/ BC CPI Inflation Forecast Adjustment to Severity
Fiscal Loss Year Calendar Year Fiscal Loss Year Model for Excess Inflation
(1) (2) (3)

2022 7.0%

2023 3.9% 6.2% 4.1%
2024 2.4% 3.5% 1.5%
2025 2.2% 2.4% 0.3%
2026 2.0% 2.2% 0.1%
2027 2.0% 0.0%

(1) From Appendix C.0, Figure C.0.3.
(2) = 0.75 x prior year Calendar Year + 0.25 x current Calendar Year.
B)=[1+(2)]+[1+2%] -1, where 2% represents the average historical level of general inflation.

Insurance Corporation of British Columbia
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ICBC Actuarial Analysis for PY 2023 Appendix C.2.1

Summary of Incurred Frequency and Severity

Basic Vehicle Damage Coverage
For Fiscal Loss Years 2008 to 2026
as of August 31, 2022

. . a) BVDC Frequenc b) BVDC Severity ($
Fiscal Loss Year Earned Risk Exposure Incurrec(i ) 4 l\llllodelled Incurrefi ) > (N)Iodelled
(1) (2) (3) (4) (5)
2008 2,760,184 5.19% 2,345
2009 2,808,456 5.04% 2,390
2010 2,831,762 4.71% 2,443
2011 2,872,477 4.63% 2,534
2012 2,907,909 4.48% 2,564
2013 2,948,524 4.44% 2,629
2014 2,997,254 4.36% 2,736
2015 3,055,349 4.34% 2,941
2016 3,138,276 4.54% 3,198
2017 3,217,385 4.65% 3,445
2018 3,295,151 4.47% 3,687
2019 3,356,998 4.14% 3,842
2020 3,402,980 3.76% 4,092
2021 3,392,499 2.67% 4,475
2022 3,565,834 3.31% 3.80% 5,009 5,009
2023 3.76% 5,626
2024 3.73% 6,158
2025 3.69% 6,664
2026 3.65% 7,198
PY 2023 Forecast (6) [ 3.69%| 6,672 |

(a) Incurred Frequency = Incurred Count + Earned Risk Exposure
(b) Incurred Severity = [Incurred Loss and ALAE - Capped Amounts on Large Claims] + Incurred Count

(1) From Internal ICBC database

(2) Incurred Count from Technical Appendix C.2.1, Col (1)

(4) Incurred Loss and ALAE from Technical Appendix C.2.1, Col (4)
Capped Amounts on Large Claims from Appendix C.0.3, Col (5)

(6) PY 2023 Forecast = Weights x Projected Frequency and Severity Across Fiscal Loss Quarters from FLYs 2024-2026
Weights from Appendix C.2.0 Figure C.2.0.2

The models are described in Appendix C.2.0
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A INTRODUCTION

1. This Appendix shows the forecast analysis of claims associated with Policy Year
(PY) 2023 for the Third Party Liability (TPL) sub-coverages. Figure C.3.0.1 below provides a

summary of the forecasts for PY 2023.

Figure C.3.0. 1 — PY 2023 Forecast Frequency and Severity

Coverage Frequency Severity
TPL — Property Damage (TPL-PD) 0.25% $7,935
TPL — Out-of-Province Bodily Injury (TPL-OOP BI) 0.02% $ 98,184

2. The PY 2023 frequency and severity forecasts are calculated as weighted averages of the

modelled frequency and severity across future loss quarters from Fiscal Loss Years (FLYs) 2024
through 2026. The quarterly frequency points are weighted by the risk exposure in each quarter,
and the quarterly severity points are weighted by the claim exposure counts in each quarter, in
addition to a factor representing the distribution of PY 2023 risk exposure across the period.

Figure C.3.0.2 below provides the weights for each fiscal loss quarter for frequency and severity.

Figure C.3.0. 2 - PY 2023 Forecast Weights for Frequency and Severity

Ziz,:?tlel;oss Weight for Frequency Weight for Severity

2024Q1 0.016 x risk exposure 0.016 x incurred count
2024Q2 0.047 x risk exposure 0.047 x incurred count
2024Q3 0.078 x risk exposure 0.078 x incurred count
2024Q4 0.109 x risk exposure 0.109 x incurred count
2025Q1 0.125 x risk exposure 0.125 x incurred count
2025Q2 0.125 x risk exposure 0.125 x incurred count
2025Q3 0.125 x risk exposure 0.125 x incurred count
2025Q4 0.125 x risk exposure 0.125 x incurred count
2026Q1 0.109 x risk exposure 0.109 x incurred count
2026Q2 0.078 x risk exposure 0.078 x incurred count
2026Q3 0.047 x risk exposure 0.047 x incurred count
2026Q4 0.016 x risk exposure 0.016 x incurred count

Insurance Corporation of British Columbia

December 15, 2022
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3. This Appendix shows the incurred versus modelled plots of frequency and severity for
each of the TPL coverages in Sections B and C below. The plots are based on the incurred
frequency and severity data points as shown in Appendices C.3.1 and C.3.2 and are derived as

shown in Technical Appendix Set C.3.

B TPL-PROPERTY DAMAGE FORECASTS

4. Frequency — The TPL-PD frequency forecast is shown in Figure C.3.0.3. ICBC actuaries
selected a 10-year simple regression (baseline) model, ending at the third quarter of FLY 2020.
The selected model excludes all points beginning with the fourth quarter of FLY 2020 because of

multiple factors:

e Impacts of the COVID-19 pandemic beginning with the fourth quarter of FLY 2020,
including travel restrictions and limitations on cross-border travel, could bias the trend

(seen in the low FLY 2021 incurred frequency point).

e Transition to the Enhanced Care product in FLY 2022, with changes to the insurance
product and new claims procedures in relation to TPL-PD claims. While this appears
to have resulted in a higher frequency for TPL-PD claims in FLY 2022, it is unclear
that this level of frequency will continue as staff gain further experience under the new

product.

5. The actuaries are assuming that the lifting of travel restrictions and stabilization of claims
experience will return TPL-PD frequency to its historical trend line. The selected model results in

an annualized trend rate of -2.6%.

6. Severity — The TPL-PD severity forecast is shown in Figure C.3.0.4. ICBC selected a
10-year simple regression (baseline) model, also ending at the third quarter of FLY 2020. The
selected model excludes all points beginning with the fourth quarter of FLY 2020 because impacts
of the COVID-19 pandemic in this period have altered the mix of claims and would bias the trend.
The actuaries are assuming that the future mix of claims will return to levels consistent with the

historical trend period. The selected model results in an annualized trend rate of 5.6%.

Insurance Corporation of British Columbia C.3.0-2
December 15, 2022
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TPL-PD Frequency

TPL-PD Severity

Figure C.3.0.3 — TPL-Property Damage Frequency Forecast
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Figure C.3.0.4 — TPL-Property Damage Severity Forecast
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C TPL-OOP Bl FORECASTS

7. Frequency — The TPL-OOP BI frequency forecast is shown in Figure C.3.0.5. ICBC
selected a 10-year simple regression (baseline) model, ending at the third quarter of FLY 2020,
resulting in a -5.5% annualized trend rate. The selected model excludes all points beginning with
the fourth quarter of FLY 2020 because impacts of the COVID-19 pandemic in this period,

including travel restrictions and limitations on cross-border travel, could bias the trend.

Figure C.3.0.5 — TPL-OOP BI Frequency Forecast
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8. Severity — The TPL-OOP BI severity forecast is shown in Figure C.3.0.6. ICBC actuaries
selected a 10-year simple regression (baseline) model ending at the third quarter of FLY 2020,
resulting in a 9.8% annualized trend rate. The selected model excludes all points after the third
quarter of FLY 2020 because impacts of the COVID-19 pandemic in this period could bias the

trend.

Insurance Corporation of British Columbia C.3.04
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Figure C.3.0.6 — TPL-OOP BI Severity Forecast
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ICBC Actuarial Analysis for PY 2023 Appendix C.3.1

Summary of Incurred Frequency and Severity

Third Party Liability - Property Damage
For Fiscal Loss Years 2008 to 2026
as of August 31, 2022

(a) TPL - PD Frequency (b) TPL - PD Severity ($)
Fiscal Loss Year Earned Risk Exposure Incurred Modelled Incurred Modelled
(1) (2) (3) @) (5)

2008 2,760,184 0.37% 3,758

2009 2,808,456 0.35% 3,814

2010 2,831,762 0.34% 0.37% 3,760 3,490
2011 2,872,477 0.35% 0.36% 3,722 3,682
2012 2,907,909 0.34% 0.35% 4,000 3,896
2013 2,948,524 0.35% 0.34% 3,899 4,112
2014 2,997,254 0.35% 0.33% 4,253 4,343
2015 3,055,349 0.33% 0.32% 4,575 4,587
2016 3,138,276 0.33% 0.32% 4,745 4,843
2017 3,217,385 0.32% 0.31% 5,198 5118
2018 3,295,151 0.30% 0.30% 5,499 5,407
2019 3,356,998 0.28% 0.29% 5,726 5,703
2020 3,402,980 0.26% 0.28% 6,048 6,015
2021 3,392,499 0.20% 0.28% 6,326 6,388
2022 3,565,834 0.30% 0.27% 5,272 6,737
2023 0.26% 7,102
2024 0.26% 7,515
2025 0.25% 7,938
2026 0.24% 8,385

PY 2023 Forecast (6) [ 0.25%]| 7,935 |

(a) Incurred Frequency = Incurred Counts + Earned Risk Exposure
(b) Incurred Severity = [Incurred Loss and ALAE - Capped Amounts on Large Claims] + Incurred Count

(1) From Internal ICBC database

(2) Incurred Counts from Technical Appendix C.3.1.1, Col (1)

(4) Incurred Loss and ALAE from Technical Appendix C.3.1.1, Col (4)
Capped Amounts on Large Claims from Appendix C.0.3, Col (6)

(6) PY 2023 Forecast = Weights x Projected Frequency and Severity Across Fiscal Loss Quarters from FLYs 2024-2026
Weights from Appendix C.3.0 Figure C.3.0.2

The models are described in Appendix C.3.0



Summary of Incurred Frequency and Severity

Third Party Liability - Out of Province Bodily Injury

For Fiscal Loss Years 2008 to 2026

as of August 31, 2022

ICBC Actuarial Analysis for PY 2023

Appendix C.3.2

(a) TPL - OOP BI Frequency (b) TPL - OOP Bl Severity ($)
Fiscal Loss Year Earned Risk Exposure Incurred Modelled Incurred Modelled
(W] 2 (3) “4) (5)

2008 2,760,184 0.05% 25,462
2009 2,808,456 0.04% 23,811
2010 2,831,762 0.04% 0.05% 22,336 24,160
2011 2,872,477 0.05% 0.05% 31,963 26,574
2012 2,907,909 0.05% 0.04% 26,062 29,087
2013 2,948,524 0.04% 0.04% 26,217 31,954
2014 2,997,254 0.04% 0.04% 38,637 35,076
2015 3,055,349 0.04% 0.04% 41,206 38,563
2016 3,138,276 0.03% 0.04% 43,129 42,307
2017 3,217,385 0.03% 0.03% 54,801 46,480
2018 3,295,151 0.03% 0.03% 47,051 51,018
2019 3,356,998 0.03% 0.03% 59,334 56,060
2020 3,402,980 0.03% 0.03% 62,595 61,471
2021 3,392,499 0.01% 0.03% 76,005 67,343
2022 3,565,834 0.02% 0.03% 79,433 74,121
2023 0.02% 81,275
2024 0.02% 89,329
2025 0.02% 98,071
2026 0.02% 107,669

PY 2023 Forecast (6) 0.02%| 98,184

(a) Incurred Frequency = Incurred Counts + Earned Risk Exposure
(b) Incurred Severity = [Incurred Loss and ALAE - Capped Amounts on Large Claims] + Incurred Count

(1) From Internal ICBC database

(2) Incurred Counts from Technical Appendix C.3.2.1, Col (1)

(4) Incurred Loss and ALAE from Technical Appendix C.3.2.1, Col (2)
Capped Amounts on Large Claims from Appendix C.0.3, Col (7)
(6) PY 2023 Forecast = Weights x Projected Frequency and Severity Across Fiscal Loss Quarters from FLYs 2024-2026
Weights from Appendix C.3.0 Figure C.3.0.2
The models are described in Appendix C.3.0
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A INTRODUCTION

1. Bulk claim payments are made for certain claims-related costs, such as those for
ambulance services and vehicle valuation reports, which are invoiced to ICBC periodically on an
aggregate basis. As these are not invoiced on an individual claim basis, these payments are not
recorded in ICBC’s claims management system, Guidewire ClaimCenter®like regular claims, but
are instead processed through ICBC’s financial accounting system (SAP), and thus are not
included in the claims database.’ The Basic insurance portion of Bulk claims costs is therefore
not included in the actuarial analysis of claims costs for individual sub-coverages (as discussed
in Appendix C.1 to C.3), but instead is forecasted separately, and discussed in this Appendix.
Section B below explains the forecasting and allocation of Bulk claims costs, which are reflected

in Appendix A.0 as a component of overall claims costs.

B FORECASTING AND ALLOCATION

2. The incurred amounts of Bulk claims costs for each fiscal loss year are estimated on an
overall basis for historical loss years, forecasted to future years based on exposure growth and
inflation, and then allocated to sub-coverages, as shown in Appendix C.4.1. This represents a
change from the 2021 Revenue Requirements Application, in which Bulk claims costs were first
allocated into coverages and then forecasted based on the loss cost trends for each coverage.
This change reflects that Bulk claims costs do not have a specific relationship with the cost drivers
for each coverage, and that general cost inflation is expected to be a key driver of Bulk claims

costs.

3. After removing legal-based costs in order to support an appropriate forecast for future Bulk
claims costs under the Enhanced Care product, Bulk claims costs for Fiscal Loss Years (FLYs)
2023 through 2026 are forecast by applying assumptions for annual written risk exposure growth
and BC consumer price index inflation to a selected FLY 2022 level. The FLY 2022 spring-off
point used for forecasting is based on an average of FLYs 2019 to 2022, excluding FLY 2021 to
limit the impacts of the COVID-19 pandemic on the forecast. The forecast for Policy Year (PY)
2023 is then determined by a weighted sum of the FLY 2024, 2025, and 2026 amounts,

representing the period over which claims associated with PY 2023 policies can occur (as

' SAP is an enterprise resource planning system that helps manage processing, information and reporting on business
operations, financials and human resources.

Insurance Corporation of British Columbia C.4.0-1
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discussed in Chapter 3, Appendix C.0 Claims Forecast Analysis, Section A). The calculations are

shown in Appendix C.4.1 sections A and B.

4. After forecasting the Basic Bulk claims costs for PY 2023, the overall amount is allocated
to sub-coverages. The proportion of PY 2023 Bulk claims costs associated with each
sub-coverage is assumed to be equivalent to the proportion of PY 2023 loss cost for each

sub-coverage. The calculations are shown in Appendix C.4.1, Section C.

Insurance Corporation of British Columbia C.4.0-2
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ICBC Actuarial Analysis for PY 2023

Bulk Claims Costs
As of August 31, 2022

Appendix C.4.1

A. Summary of Bulk Claims Costs Before & After Exclusion of Legal-Based Expenses ($ 000's)

Historical Selected
Fiscal Loss Year 2019 2020 2021 2022 FLY 2022
(1)
(a) Unadjusted Bulk 10,511 10,815 8,073 13,166 11,497
(b) Legal-Based Expenses 619 756 745 830 735
(c) Adjusted Bulk 9,892 10,059 7,329 12,336 10,762
(a) Losses with legal-based related expenses
(b) Legal-Based related expenses from internal ICBC database
(c) =(a) - (b)
(1) = The average of FLY 2019, 2020 and 2022. FLY 2021 is excluded to remove COVID-19 pandemic impacts.
B. Bulk Claims Costs Forecasts
2022 2023 2024 2025 2026
(d) Forecast BC CPI Inflation by Calendar Year 7.0% 3.9% 2.4% 2.2% 2.0%
PY 2023
Forecast
Fiscal Loss Year 2022 2023 2024 2025 2026 (2)
(e) CPI Growth Forecasts 6.2% 3.5% 2.4% 2.2%
(f) Written Exposure Growth 1.8% 1.8% 1.8% 1.8%
(g) Bulk Forecast ($ 000's) 10,762 11,638 12,265 12,779 13,289 25,556

(d) From Appendix C.0, Figure C.0.3
(e) = 0.75 x Prior year (d) + 0.25 x Current year (d)

(f) Appendix B.2, weighted Personal and Commercial growth, fiscal year 2024/25

(9) = (1c), for FLY 2022

= (prior year) x [1 + (e)] x [1 + (f)], for FLY 2023 and beyond

(2) =0.5x FLY 2024 + 1.0 x FLY 2025 + 0.5 x FLY 2026
weights based on PY 2023 weighting

C. PY2023 Bulk Claims Costs by Sub-Coverage Level

Allocation | PY 2023 Bulk Claims Costs
Sub-Coverage Factor Forecast ($000's)
(3) 4)=0)x(2)

Medical & Rehabilitation 32.1% 8,202
Enhanced Disability 24.5% 6,270
Permanent Impairment 5.2% 1,333
Death Benefits 1.6% 401
Basic Vehicle Damage Coverage 31.3% 8,008
TPL-Property Damage 2.6% 658
TPL-Out of Province Bodily Injury 2.7% 684
Total 100.0% 25,556

(3) From Appendix C.0, Figure C.0.1, Col (5)
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A INTRODUCTION

1. Loss trend modelling relies on the data and information available at the time of the
actuarial indicated rate change analysis to forecast the costs for claims associated with policies
written in the upcoming policy years, such that it does not reflect impacts from imminent or recent
changes. As required by actuarial Standards of Practice (SOP) section 2620.05," when a future
event that will influence (either positively or negatively) the number or cost of future claims is not
accounted for within the loss trend models, a specific adjustment is made to the estimated claims
costs for the prospective policy year (PY) in order to reflect the impact of the event. This is known
as a prospective adjustment. The need for any particular prospective adjustment is transitory; as
time passes, the actual impact of the event becomes reflected in the data itself and in the loss
trends so that it becomes unnecessary to include an adjustment. In some cases, a partial

adjustment may be needed until the amount is fully reflected in the loss trends.

2. As in past revenue requirements applications (RRAs), ICBC applies a framework
described in Section B for determining prospective adjustments in accordance with accepted
actuarial practice. Under this established framework, prospective adjustments are included for
events where relevant and sufficient information is available to estimate the adjustments, while
taking into consideration the fact that the cost and effort expended in pursuit of estimates must

be balanced against the transitory benefit of including an adjustment for any particular event.

3. Similar to PY 2021, there are no prospective adjustments in this Application to determine

the actuarial indicated rate change for PY 2023.

B ICBC USES ESTABLISHED FRAMEWORK FOR ASSESSING PROSPECTIVE
ADJUSTMENTS

4. A prospective adjustment considers province-wide claims costs or savings arising from a

particular event or initiative, in advance of the occurrence of that event. A prospective adjustment

is based on evidence that supports the production of an unbiased best estimate of its impact on

claims costs for a future policy year.

" Section 2620.05 of the SOP states that “The actuary would consider that the subject experience, related experience,
and future cash flows may be affected by changes in circumstances that may affect expected claim costs, expense
costs, and provision for profit.” Canadian Institute of Actuaries, (n.d.), Standards of Practice. Retrieved from,
https.//www.cia-ica.ca/publications/standards-of-practice.

Insurance Corporation of British Columbia C.5.0-1
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5. ICBC’s actuaries consult with internal experts on a regular basis to identify upcoming
events that may result in future costs or savings. The identified events are then considered as
candidates for prospective adjustment. Each candidate event is examined to determine its
potential to effect a change in loss cost. If a change is expected, relevant internal and external
data is collected to estimate the amount of the future costs or savings. The blending of information
from subject experience with information from one or more sets of related experience can improve
the predictive value of estimates. Section C below describes the events considered for

prospective adjustments in this Application.

6. The candidate events for which prospective adjustments are considered must qualify

under four criteria. These criteria remain unchanged from previous RRAs:

1. Timing
The implementation/completion of the project, initiative, or event is highly probable and

the impact on costs or savings is expected within the prospective policy year.

2. Causal Relationship to Claims Costs or Savings
The project, initiative, or event is expected to impact claims costs, either directly or

indirectly.

3. Estimable Costs or Savings
A credible estimation of the project’s, initiative’s, or event’s impact on ICBC claims
costs is available, or can be produced based on BC data or generalizable results from

other jurisdictions.

4. Significant Impact
i. The costs or savings to be realized within the prospective policy year are
significant.
ii. A prospective adjustment may still be included for a candidate event, which is
not expected to produce a significant impact, if a credible estimate is readily
available.

Insurance Corporation of British Columbia C.5.0-2
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7. Candidate events are evaluated according to these criteria in the following three-step

process:

e Step 1 — The first step relates primarily to the first two criteria. Internal experts are
consulted in order to identify candidate events that are considered likely to occur within
the scope of the upcoming policy year, and that have an intuitive causal relationship to
future claims costs or savings. If there is significant uncertainty that a candidate event will
occur within the scope of the upcoming policy year, it will not be considered as a
prospective adjustment. It may, however, continue to be considered as a candidate event

in future years.

o Step 2 — The second step relates to infrastructure and road use changes, which are
considered a special case. For projects with significant potential impacts on claims as a
result of infrastructure or road use changes, ICBC will attempt to obtain credible estimates
that are developed on behalf of project sponsors and can be used to estimate the amount

of future claims costs or savings as a result of the change.

e Step 3 — The third step relates primarily to the third criterion. The remaining candidate
events at this stage are assessed to determine if credible estimates can be determined
for the costs or savings they represent. In the case of internal initiatives, this is often done
through the use of pilot programs. A pilot program would involve a small group of
customers and therefore not result in significant savings in itself, but can generate credible
data which can subsequently be used for the estimation of savings associated with a full
roll-out of the initiative. Where a pilot program is not used, alternative internal or external
information is collected in order to assess the potential impact of the candidate event. If
insufficient evidence is available to provide a credible estimate of the costs or savings

generated by a candidate event, then no prospective adjustment is made.

8. Although the absence of a credible estimate of its impact disqualifies an event from
consideration as a prospective adjustment, it should be noted that ICBC operates in a closed
system. Thus, any actual costs or savings generated will flow through to capital available for rate

setting, which is managed for the benefit of Basic insurance customers.

Insurance Corporation of British Columbia C.5.0-3
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C EVENTS CONSIDERED FOR PROSPECTIVE ADJUSTMENTS

9. ICBC has not identified any prospective adjustments required in this Application. In coming
to this conclusion, ICBC considered whether it should include a prospective adjustment for

Material Damage (MD) programs.

C.1 MATERIAL DAMAGE (MD) CHANGES ALREADY REFLECTED IN TRENDS

10. As discussed in Chapter 7, Appendix 7B Claims Cost Management, Section C, ICBC has
concluded the implementation of the new Collision and Glass Programs (MD RAAP) in
March 2022. Specifically, ICBC has:

e Ensured that all estimating staff have access to industry standard training materials
and introduced a dedicated Original Equipment research team which works closely with
vehicle manufacturers to ensure the safe and cost effective application of repair

procedures.

e Updated compliance and control processes to ensure a greater number of Quality

Assurance (QA) assessments.

e Made technology enhancements such as refinements to the Quality Assessment

application, the repair facility locator, and performance scorecards.

11. In addition, macro-economic conditions have changed considerably which have placed
further cost pressures on MD suppliers. In an effort to help address ongoing inflationary cost
pressures, to better support the industry, and to support the goal of ensuring a sufficient number
of repair facilities and qualified technicians , ICBC has increased MD supplier rates effective
July 1, 2022 and is providing annual MD supplier rate increases over the next three years. Please

see Chapter 7, Appendix 7B, Section C for more information.

12. The implementation of MD RAAP and the MD supplier rate increases have been
considered within the selection of the loss cost trends for PY 2023 and therefore there is no

prospective adjustment for these material damage changes.

Insurance Corporation of British Columbia C.5.0-4
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A INTRODUCTION

1. Unallocated Loss Adjustment Expenses (ULAE) accounts for expenses incurred in the
management of claims, which cannot be allocated directly to a particular claim such as internal
claims staff salaries. Claims servicing expenses may be paid on a claim over a number of years,
from when it is first reported until it is completed. ULAE is incurred when a claim opens, is

maintained while open, and is completed.

2. The ULAE forecasts discussed in this Appendix pertain only to internal claims servicing
costs to handle Enhanced Care (EC) Basic claims that are related to policies written in Policy
Year (PY) 2023 and will be paid over a long period as claims from PY 2023 are handled and
eventually completed. The actuaries forecast ULAE amounts for claims occurring in future years
(fiscal loss years 2024 through 2026) separately for each sub-coverage as further explained in
Technical Appendix C.6. The ULAE amounts for PY 2023 are derived from these future year
forecasts, as shown in Appendix C.6.1, and the results are summarized in Figure C.6.0.1 below.
The ULAE amounts are reflected in Appendices A.3 to A.5 as part of the overall claims costs used

in the calculation of the required premium as discussed in Appendix A.O.

Figure C.6.0.1 — PY 2023 ULAE Forecast ($ 000’s)

Coverage PY 2023

Enhanced Accident Benefits (EAB)

Medical and Rehabilitation (EAB-MR) 132,583
Enhanced Disability (EAB-ED) 154,314
Permanent Impairment (EAB-PI) 47,542
Death Benefits (EAB-DB) 6,806
Basic Vehicle Damage Coverage (BVDC) 204,047

Third Party Liability (TPL)

Property Damage (TPL-PD) 11,326
Out-of-Province Bodily Injury (TPL-OOP BI) 8,605
TOTAL PY 2023 ULAE FORECAST 565,224

3. The estimated ULAE amounts for PY 2023 are higher than PY 2021, mainly due to higher
projected average costs in future years. For further details on cost projections, please refer to

Chapter 6, Operating Expenses and Allocation Information.
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B ULAE IS DIFFERENT FROM FINANCIAL FORECASTS

4. In a given fiscal year, ICBC claims staff service claims that have occurred in that year, as
well as claims from prior years that had not yet completed. The Claims Services Expenses
reflected in Chapter 6, Figure 6.1 represent the amounts ICBC spent or expect to spend in each
fiscal year, regardless of which loss year or policy year the claims were incurred. Chapter 6,
Figure 6.1 includes the claims handling costs for claims from previous insurance products and
policy years (both legal-based claims that occurred prior to May 1, 2021 and EC claims from
PY 2021) along with PY 2023 claims (EC).

5. PY 2023 ULAE represents the internal claims servicing expenses for the set of claims
associated with PY 2023 policies. Claims from PY 2023 will be incurred in fiscal years 2024, 2025
and 2026, but the associated ULAE amounts will be paid over a longer period, as claims from

PY 2023 policies are handled and eventually completed.

6. The portion of the expenses expected to be paid in fiscal years 2024, 2025 and 2026
shown in Figure 6.1 to service claims from previous policy years is not included in the calculation
of the PY 2023 required premium." In addition, the 2024 to 2026 fiscal year forecasts from
Chapter 6, Figure 6.1 do not provide for all of the claims services expenses that will be paid in

future years on claims incurred during PY 2023.

7. Thus, although ULAE forecasts are based on expectations of staffing and compensation
costs discussed in Chapter 6 of this Application, the forecasts of Claims Services Expenses in

Chapter 6, Figure 6.1 are not directly comparable to the ULAE costs for PY 2023.

C DATA AND METHODOLOGY FOR FORECASTING PY 2023 ULAE

8. ULAE costs for each sub-coverage are estimated for PY 2023 based on projected claim
exposure counts incurred in the policy period and average ULAE costs per claim exposure count
to service these claims. Projected claim exposure counts for each sub-coverage are based on
the selected frequency trend for each sub-coverage. Average future ULAE cost per claim
exposure count is estimated to increase each year. ICBC estimates the increase based on
general inflationary changes and anticipated increases to compensation costs in the next few

years, beyond which a long term trend rate is applied.

" From an accounting perspective, the Claims Services Expenses for the prior year claims are part of ULAE reserve in
the unpaid claims liability. The ULAE reserve on these claims is reduced as the claims are completed and the claims
service expenses are paid.
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9. ICBC projects future ULAE costs per claim exposure count for the different sub-coverages

as follows:

o For EAB sub-coverages, ICBC has developed specific ULAE forecasts based on the
projected claim exposure counts and expected average resources to service each
claim. ICBC is unable to directly use historical information from accident benefits (AB)
claims under the legal-based product for this purpose because more claims services

resources will be required to service the EAB claims than the legal-based AB claims.

e BVDC claims and TPL-Property Damage (TPL-PD) claims are assumed to incur

similar average ULAE costs as the legal-based property damage liability coverage.

e |CBC assumes the new TPL-OOP BI claims will incur similar average ULAE costs as

the legal-based bodily injury claims.

10. The detailed analysis for the PY 2023 ULAE estimates is provided in Technical
Appendix C.6.

Insurance Corporation of British Columbia C.6.0-3
December 15, 2022



Policy Year Summary of ULAE ($ 000's)

For Fiscal Loss Years 2024 to 2026

as of August 31, 2022

ICBC Actuarial Analysis for PY 2023

Appendix C.6.1

Proportion for

. EAB-MR EAB-ED EAB-P| EAB-DB BVDC TPL-PD TPL-OOP BI Total

Fiscal Loss Year ULAE PY 2023
(1) (2) (3) (4) (5) (6) (7) (8) )
(a) FLY 2024 66,182 76,267 23,145 3,355 98,205 5,554 4,351 277,060 50%
(b)  FLY 2025 65,732 76,749 23758 3,377 102,340 5,677 4,305 281,938 100%
(c) FLY 2026 67,521 78,863 24,423 3,504 105,210 5,742 4,249 289,512 50%
. . C62 C63 C64 C65 C66 C67 Cc68 Sum of C60

From Technical Appendix | | imn (1) Column (1) Column (1)  Column(1)  Column(1)  Column(1) _ Column (1) | Column (1)to (7) Section D
[(d) PY2023 ULAE 132,583 154,314 47,542 6,806 204,047 11,326 8,605 | 565,224 |

Notes:

Policy Year 2023 ULAE by coverage in Column (1) to (7) is calculated as the ULAE for each fiscal loss year multiplied by the proportion applicable for PY 2023 in Column (9)
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A INTRODUCTION

1. This Appendix provides the calculations for the following expense and miscellaneous
revenue components that are included in the required premium calculation shown in
Appendix A.1:

e Road Safety and Loss Management (RSLM)

e General Expenses
o Insurance Services
o Administrative and Other
o Non-insurance

e Broker Fees

e Miscellaneous Revenue

2. For the policy year (PY) 2023 actuarial indicated rate change, these components are
derived based on their Basic portion of the financial forecasts for fiscal year (FY) 2023/24,
FY 2024/25, and FY 2025/26 as shown in Chapter 6, Operating Expenses, Figure 6.1.

B ROAD SAFETY AND LOSS MANAGEMENT, GENERAL EXPENSES AND
BROKER FEES
3. RSLM services include the costs for various road safety initiatives that ICBC undertakes
on its own and with key partners, such as the Ministry of Public Safety and Solicitor General,
police, Ministry of Transportation, and local municipalities, to help reduce the frequency and/or
severity of automobile insurance claims. Road safety programs are further discussed in
Chapter 8, Appendix 8G Road Safety of this Application. Loss management costs are related to
the investigation and identification of fraudulent and exaggerated claims and coordination of
litigation for fraud recoveries (see Chapter 7, Appendix 7B Claims Costs Management, Section D

for details).

4. General expenses are operating expenses (other than claims services expenses),
including insurance services expenses, administrative and other expenses, and non-insurance
expenses.
e Insurance services expenses include costs related to product development,
underwriting, promotion and administration of ICBC’s insurance products. Insurance

services expenses also include merchant fees, which are amounts paid to credit card
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service providers in consideration of their services when a credit card is used to pay
for an insurance premium.

e Administrative and other expenses primarily represent shared costs for ICBC’s
business areas, including costs related to corporate governance, finance, human
resource management, planning, corporate and information services.

e Non-insurance expenses are costs to support non-insurance activities ICBC
undertakes on behalf of Government — namely, driver licensing, vehicle licensing and
registration, and the transitional funding of compliance activities.! It also includes

costs for non-insurance projects and minor enhancements to systems and processes.

5. Broker fees are paid to brokers for processing insurance transactions. Broker fees are
primarily paid on a fixed fee per transaction basis but can also be paid based on a percentage of
premium, also known as a variable broker fee. Variable broker fees are paid on certain Manual
Basic products and were reported separately in the 2021 Revenue Requirements Application
(2021 RRA), amounting to less than 0.1% of Required Premium (see Chapter 3, Appendix A.2,
Column 8b of the 2021 RRA). In this Application, they are now included under broker fees. Broker
fees also includes other fees paid to brokers for non-insurance transactions such as registration

of vehicles and financial transactions related to ICBC payment plans and debt collection.

6. The calculation of the 24-month period of modelled expenses for PY 2023 is shown in
Appendix D.1. In order to calculate the PY 2023 modelled expenses, forecasted fiscal year
expenses from the 2022/23 Outlook? are allocated to PY 2023 based on when the expenses are
recognized as costs in the policy period. For expenses that are recognized at the time of policy
inception, PY 2023 modelled expenses are set equal to a weighted-average of the FY 2023/24
and FY 2024/25 forecast values (weights are shown in Appendix D.1 line (a)). For expenses that
are recognized over the life of the policy, PY 2023 modelled expenses are set equal to a
weighted-average of the FY 2023/24, FY 2024/25, and FY 2025/26 forecast values (weights are
shown in Appendix D.1 line (b)).

7. PY 2023 modelled expenses are then allocated to coverage based on the coverage
allocation factors as shown in Appendix D.1 line (c). The recognition of PY 2023 modelled

expense cash flows (payment pattern) that were discussed in Technical Appendix A.0 of the 2021

' These activities are outlined in Service Agreements between ICBC and Government.
2 As of Q2 of FY 2022/23.
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RRA are now consolidated in Appendix E.O, Payment Patterns, Section D, and Technical

Appendix E.O, Payment Patterns Data and Methodology, Section D.

C MISCELLANEOUS REVENUE

8. Miscellaneous revenue reduces the amount of required premium. Sources of

miscellaneous revenue are:

¢ Payment plan finance fees which are calculated on the financed portion of the insurance
premiums, and miscellaneous fees due on a financed policy. In the 2021 RRA, payment
plan finance fees included the interest charged on the money borrowed to fund these
policies. In this Application, ICBC’s cost of financing is included in the calculation of the
New Money Rate as portfolio leverage rather than grouped with payment plan finance
fees. See Chapter 5 Investments, Section B for more detail on portfolio leverage.

o Surcharge for short-term policies is the total additional premium payable for those
policies that are not issued for an annual term.

e Driver Penalty Point (DPP) premium is an ICBC program that charges additional
premiums to drivers with driving offences or convictions. Customers that collect more than
3 points on their driving record during a 12-month period will pay such additional premium.

e Driver Risk Premium (DRP) is an ICBC program that charges additional premiums to
drivers with serious driving offences or convictions.

e Unlisted Driver Accident Premium (UDAP) is a one-time financial consequence
assessed against the registered owner of a vehicle or the lessee of a leased vehicle when
an unlisted driver is responsible for an at-fault claim while operating the registered owner's
or lessee's vehicle.

¢ Graduated Licensing Program (GLP) road test fees. GLP is a program governing new

drivers, based on their driving experience and the result of testing.

9. PY 2023 miscellaneous revenue is shown in Appendix D.2. Revenue is allocated to each
coverage based on the coverage allocation factors as shown in Appendix D.2, column (1). The
recognition of the PY 2023 modelled miscellaneous revenue cash flows (payment pattern) that
were discussed in Technical Appendix A.0, Required Premium of the 2021 RRA are now

consolidated in Appendix E.O, Payment Patterns, Section D.
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ICBC Actuarial Analysis for PY 2023
Policy Year 2023 Modelled Road Safety Loss Management, General Expenses, and Broker Fees
($ 000's)

% of FY Expenses
Attributable to PY 2023

Appendix D.1

Reference

5.3% Appendix C.0, Figure C.0.1 column (5)

4,939  col (7) = sumproduct row(a) and row(d)
7,927  col (7) = sumproduct row(b) and row(e)
5,934  col (7) = sumproduct row(b) and row(f)
2,739  col (7) = sumproduct row(a) and row(g)
14,586  col (7) = sumproduct row(b) and row(h)
13,203  col (7) = sumproduct row(a) and row(i)

2023/24 2024/25 2025/26
(1) (2) (3)
(a) Based on a Written Distribution 100% 100% 0%
(b) Based on an Earned Distribution 50% 100% 50%
Forecasted Expenses for FY PY 2023 Modelled Expenses
2023/24 2024/25 2025/26 Total EAB BVDC TPL
4) (5) (6) (7) (8) (9) (10)
(c) Coverage Allocation Factors 100.0% 63.4% 31.3%
(d) Road Safety and Loss Management (RSLM) 46,561 47,477 48,308 94,038 59,633 29,466
(e) General Expenses - Administrative & Other 69,288 75,152 82,271 150,932 95,712 47,293
(f) General Expenses - Insurance Services (excluding Merchant Fees) 55,912 56,403 57,240 112,979 71,645 35,401
(g) General Expenses - Insurance Services - Merchant Fees 25,721 26,434 27,579 52,155 33,074 16,342
(h) General Expenses - Non-insurance 137,064 138,125 142,107 277,711 176,107 87,018 X
124,561 126,820 129,120 251,381 159,411 78,767 8

(i) Broker Fees

Notes:

(a) Weights are used to calculate PY 2023 modelled expenses from forecasted expenses for items recognized at the time of policy inception (i.e. written distribution).

RSLM, merchant fees, and broker fees use these proportions.

(b) Weights are used to calculate PY 2023 modelled expenses from forecasted expenses for items spread over the life of the policy (i.e. earned distribution).

All general expenses with the exception of merchant fees use these proportions.
Col (4) to (6), Rows (d) through (h) forecasts from Chapter 6, Figure 6.1.
Col (4) to (6), Row (i) from 2022/23 Outlook as of Q2 of FY2022/23.
(8) to (10) are calculated as Row (c) x Col (7)
(i) includes the total of per policy broker fees and variable broker fees.



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Modelled Miscellaneous Revenue

Appendix D.2

($ 000's)
Miscellaneous Revenue
Coverage Surcharge for Driver Penalty  Unlisted Driver = Graduated Licencing Miscellaneous
Allocation Payment Plan Short-Term Point and Driver Accident Program Road Test Revenue
PY 2023 Factors Finance Fees Policies Risk Premium Premium Fees and Other Total
() () (3) (4) (5) (6) @)
(a) EAB 63.4% 133,426 16,056 23,477 4,592 9,938 187,489
(b) BVDC 31.3% 65,928 7,934 11,601 2,269 4,911 92,642
(c) TPL 5.3% 11,051 1,330 1,944 380 823 15,528
(d) Total 100.0% 210,404 25,320 37,022 7,241 15,672 295,659
Notes:

(1) Coverage allocation factors from Appendix C.0, Figure C.0.1 column (5) are used to allocate (2) to (6) to each coverage.
(2), (3), (6) Source: 2022/23 Outlook as of Q2 of FY2022/23.
(4) Modelled DPP and DRP from internal analysis. Modelled DPP and DRP reflect the PY 2023 Basic rate change applied to DPP and DRP revenue.
(5) Modelled UDAP from internal analysis based on year to date billings.
(7) Sum of (2) through (6).
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A INTRODUCTION

1. To determine the required premium ICBC must forecast the investment income earned on
policyholder premiums associated with all Policy Year (PY) 2023 policies. Investment income is
earned on premium revenue between the time premiums are collected and the time losses and
expenses are paid. This investment income is referred to as “Investment Income on Policyholder

Supplied Funds” and reduces the amount of required premium.

2. This Appendix discusses the payment patterns for the various components of the required
premium shown in Appendix A.1, where a payment pattern is the flow of payments to and from
ICBC over time. While some payments occur at policy inception (e.g., written premiums, broker
fees), loss and allocated loss adjustment expense (ALAE) payments and unallocated loss

adjustment expenses (ULAE) can occur many years or even decades after the policy is issued.

B LOSS AND ALLOCATED LOSS ADJUSTMENT EXPENSE

3. Loss and ALAE payment patterns describe the timing and amount of claims payments to
customers (loss) and loss adjustment expenses that are assigned directly to specific claims
(ALAE). Historical paid loss and ALAE data are examined to determine the payment patterns in
order to project the percentage of PY 2023 incurred loss and ALAE to be paid in each successive
period (quarter or year) until such time as all PY 2023 claims are paid and closed. Quarter to
quarter payment percentages for the first 12 quarters are estimated and, thereafter, annual
payment percentages are used for a total payout pattern spanning 50 years for Enhanced
Accident Benefits - Enhanced Disability (EAB-ED), 37 years for EAB - Medical Rehabilitation
(EAB-MR), and up to 20 years for the other coverages. The length of time over which the
payments are expected has changed from the 2021 Revenue Requirements Application

(2021 RRA) to reflect that the PY 2023 payment patterns cover a 24-month policy year.

4, The payment patterns across all sub-coverages compared to the 2021 RRA remain
relatively stable. The EAB payment pattern is derived using MPI's most recent claims data’,
whereas payment patterns for Basic Vehicle Damage Coverage (BVDC) and Third
Party Liability — Property Damage (TPL-PD) and Third Party Liability — Out-of-Province Bodily
Injury (TPL-OOP BI) are estimated from internal ICBC claim data.

" https://apps.mpi.mb.ca/Rate-Application/2023/2023 GRA.pdf - Part VII - Investments, Capital, Reserves & Risk
Management, External Actuary Review 2023 General Rate Application, Actuarial Report on Manitoba Public Insurance
Corporation Universal Compulsory Automobile Insurance as of March 31, 2022 (EAR Attachment B).
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5. The steps and methodology that ICBC’s actuaries follow to estimate the loss and ALAE
payment patterns are discussed in Technical Appendix E.O. Details of the historical payment data
and analysis by sub-coverage are provided in Technical Appendices E.1 to E.7. The selected
incremental payment patterns are presented in Appendix E.1, which are then used in Technical
Appendix A.1.1 through A.3.2 to allocate PY 2023 loss and ALAE to each future period.?

C UNALLOCATED LOSS ADJUSTMENT EXPENSES

6. ULAE payment patterns describe the timing and amount of internal claims servicing costs
from the time a claim is opened to completion of claims handling activities. The timing of the ULAE
payments differs from the timing of the loss and ALAE payments described in Section B, and is
estimated separately in order to more accurately reflect the time value of money in the calculation
of the required premium. For EAB-MR and EAB-ED, the loss and ALAE payment pattern is longer
than the ULAE payment pattern because long-term loss and ALAE payments are expected to

continue after claims handling is complete.

7. The ULAE payment pattern for each coverage is shown in Appendix E.2. For more
information on the ULAE payment patterns, please see Technical Appendix E.O, Section C. For

more information on ULAE, please see Appendix C.6 and Technical Appendix Set C.6.

D EXPENSE AND MISCELLANEOUS REVENUE

8. Expense and miscellaneous revenue payment patterns fall into one of two categories

depending on when the expense or revenue is recognized, as shown in Figure E.0.1.

e As Written: Includes revenues and expenses that are recognized at the time of policy
inception. These revenues and expenses are evenly distributed throughout each fiscal
year of the 24-month policy period, from April 1, 2023 to March 31, 2025.

e As Earned: Includes revenues and expenses that are recognized over the entire life
of the policy. These revenues and expenses are distributed over 36 months from
April 1, 2023 to March 31, 2026 based on the earning pattern of the PY 2023 policies.
The earning pattern of the PY 2023 policies is shown below in Figure E.0.2 and further
explained in Technical Appendix E.O, Section D.

2 A summary of loss and ALAE payments over each future period is shown in Technical Appendix A.4.1.
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Figure E.0.1 — Expense and Miscellaneous Revenue Payment Patterns

Component Category
Road Safety and Loss Management As Written
General Expenses (excluding Merchant Fees) As Earned
General Expenses - Merchant Fees As Written
Broker Fees As Written
Premium Tax As Written
Miscellaneous Revenue As Written

Figure E.0.2 - Fiscal Year Quarterly Weights for General Expenses Excluding Merchant Fees

Earning Period Q Fiscal Yea-ur
uarterly Weights
Year1-Q1 6%
Year 1-Q2 19%
Year 1-Q3 31%
Year 1 -Q4 44%
Year 2 - Q1 25%
Year 2 - Q2 25%
Year 2 - Q3 25%
Year 2 - Q4 25%
Year 3 -Q1 44%
Year 3 - Q2 31%
Year 3 -Q3 19%
Year 3 - Q4 6%

E INVESTMENT INCOME ON CAPITAL AVAILABLE FOR RATE SETTING

9. Investment income on capital available for rate setting is assumed to generate income at
a constant rate for each fiscal year of the 24-month policy period, from April 1, 2023 to
March 31, 2025.
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ICBC Actuarial Analysis for PY 2023

Loss & ALAE Incremental Payment Patterns as of August 31, 2022

Appendix E.1

EAB-MR EAB-ED
(including (including EAB-PI EAB-DB BVDC TPL-PD TPL-OOP BI
indexation) indexation)
(1) (2) (3) (4) (5) (6) (7)
Year 1-Q1 0.05% 0.02% 0.13% 0.13% 0.31% 0.16% 0.01%
Year 1-Q2 0.49% 0.21% 0.65% 0.65% 2.24% 117% 0.09%
Year 1-Q3 1.27% 0.64% 1.83% 1.83% 5.35% 2.78% 0.26%
Year 1-Q4 2.78% 1.43% 2.90% 2.90% 8.50% 4.43% 0.68%
Year 2-Q1 2.35% 0.97% 4.30% 4.30% 8.97% 7.31% 0.81%
Year 2-Q2 3.15% 1.36% 4.04% 4.04% 9.63% 7.26% 1.26%
Year 2-Q3 3.53% 1.84% 3.83% 3.83% 10.35% 6.91% 1.51%
Year 2-Q4 5.16% 2.67% 4.79% 4.79% 11.89% 7.22% 2.62%
Year 3-Q1 3.96% 1.85% 6.73% 6.73% 10.79% 10.91% 3.05%
Year 3-Q2 4.32% 2.05% 5.95% 5.95% 9.52% 9.86% 3.42%
Year 3-Q3 3.90% 2.10% 4.56% 4.56% 7.13% 7.89% 3.50%
Year 3-Q4 4.00% 2.13% 4.45% 4.45% 5.51% 6.55% 4.18%
Year 4 9.03% 5.98% 19.26% 19.26% 9.05% 19.24% 18.51%
Year 5 4.00% 4.43% 16.33% 16.33% 0.59% 5.24% 18.14%
Year 6 2.71% 3.80% 10.53% 10.53% 0.09% 1.58% 14.88%
Year 7 2.08% 3.32% 4.07% 4.07% 0.05% 0.78% 10.09%
Year 8 1.82% 2.92% 1.32% 1.32% 0.02% 0.40% 6.28%
Year 9 1.83% 2.70% 0.86% 0.86% 0.22% 4.18%
Year 10 1.93% 2.62% 0.68% 0.68% 0.08% 2.66%
Year 11 2.02% 2.55% 0.48% 0.48% 1.41%
Year 12 2.13% 2.46% 0.40% 0.40% 1.00%
Year 13 2.23% 2.39% 0.39% 0.39% 0.81%
Year 14 2.30% 2.37% 0.40% 0.40% 0.35%
Year 15 2.23% 2.32% 0.38% 0.38% 0.13%
Year 16 2.00% 2.22% 0.33% 0.33% 0.11%
Year 17 1.75% 2.13% 0.25% 0.25% 0.04%
Year 18 1.62% 2.06% 0.14% 0.14% 0.01%
Year 19 1.60% 2.03% 0.04% 0.04% 0.01%
Year 20 1.61% 1.99% 0.01%
Year 21 1.59% 1.94%
Year 22 1.57% 1.88%
Year 23 1.54% 1.82%
Year 24 1.51% 1.76%
Year 25 1.49% 1.70%
Year 26 1.46% 1.64%
Year 27 1.43% 1.58%
Year 28 1.40% 1.52%
Year 29 1.37% 1.47%
Year 30 1.34% 1.41%
Year 31 1.31% 1.35%
Year 32 1.28% 1.30%
Year 33 1.26% 1.24%
Year 34 1.23% 1.19%
Year 35 1.20% 1.14%
Year 36 0.89% 1.09%
Year 37 0.30% 1.04%
Year 38 1.00%
Year 39 0.95%
Year 40 0.91%
Year 41 0.87%
Year 42 0.83%
Year 43 0.79%
Year 44 0.75%
Year 45 0.71%
Year 46 0.68%
Year 47 0.65%
Year 48 0.62%
Year 49 0.45%
Year 50 0.15%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Notes:

(1) Technical Appendix E.1 Column (k) Incremental % Paid

(2) Technical Appendix E.2 Column (k) Incremental % Paid

(3) Technical Appendix E.3 Column (g) Incremental % Paid

(4) Technical Appendix E.4 Column (g) Incremental % Paid

(5) Technical Appendix E.5 Row (g) Selected Incremental % Paid
(6) Technical Appendix E.6 Row (g) Selected Incremental % Paid
(7) Technical Appendix E.7 Row (g) Selected Incremental % Paid
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ULAE Incremental Payment Patterns as of August 31, 2022

EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP BI
() 2 (©)) 4) (5) (6) @)
Year 1-Q1 0.16% 0.08% 0.02% 0.33% 0.44% 0.35% 0.07%
Year 1-Q2 1.70% 0.89% 0.08% 1.70% 3.18% 2.48% 0.64%
Year 1-Q3 4.40% 2.75% 0.23% 4.80% 7.58% 5.93% 1.91%
Year 1-Q4 9.65% 6.11% 0.36% 7.58% 12.05% 9.42% 5.07%
Year 2-Q1 5.97% 3.66% 0.73% 8.63% 10.56% 10.68% 2.89%
Year 2-Q2 8.01% 5.11% 0.69% 8.11% 11.34% 10.61% 4.48%
Year 2-Q3 8.97% 6.92% 0.65% 7.70% 12.19% 10.10% 5.38%
Year 2-Q4 13.12% 10.01% 0.81% 9.62% 13.99% 10.54% 9.31%
Year 3-Q1 6.57% 5.84% 1.69% 8.79% 8.66% 9.29% 5.28%
Year 3-Q2 7.16% 6.47% 1.49% 7.77% 7.64% 8.40% 5.93%
Year 3-Q3 6.47% 6.61% 1.14% 5.95% 5.73% 6.72% 6.07%
Year 3-Q4 6.63% 6.72% 1.12% 5.81% 4.43% 5.58% 7.26%
Year 4 8.19% 13.69% 6.93% 11.36% 1.84% 7.54% 16.18%
Year 5 3.35% 7.42% 10.42% 4.64% 0.22% 1.41% 9.84%
Year 6 2.45% 5.40% 16.29% 2.43% 0.07% 0.37% 6.44%
Year 7 1.86% 3.90% 18.05% 1.55% 0.04% 0.22% 4.32%
Year 8 1.34% 2.61% 13.85% 1.05% 0.02% 0.15% 2.99%
Year 9 0.94% 1.65% 8.53% 0.72% 0.01% 0.10% 1.99%
Year 10 0.68% 1.08% 5.21% 0.48% 0.01% 0.05% 1.27%
Year 11 0.52% 0.79% 3.46% 0.33% 0.00% 0.02% 0.87%
Year 12 0.42% 0.60% 2.29% 0.22% 0.00% 0.01% 0.59%
Year 13 0.34% 0.46% 1.53% 0.15% 0.00% 0.01% 0.40%
Year 14 0.28% 0.35% 1.13% 0.10% 0.00% 0.00% 0.28%
Year 15 0.23% 0.27% 0.92% 0.07% 0.00% 0.00% 0.19%
Year 16 0.19% 0.21% 0.76% 0.05% 0.00% 0.00% 0.13%
Year 17 0.15% 0.16% 0.62% 0.03% 0.00% 0.00% 0.09%
Year 18 0.13% 0.12% 0.52% 0.02% 0.00% 0.00% 0.07%
Year 19 0.09% 0.08% 0.37% 0.01% 0.00% 0.00% 0.05%
Year 20 0.03% 0.03% 0.12% 0.00% 0.00% 0.00% 0.02%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Notes:

(1) Technical Appendix C.6.1 Column (1)

(2) Technical Appendix C.6.1 Column (2)

(3) Technical Appendix C.6.1 Column (3)

(4) Technical Appendix C.6.1 Column (4)
(5)
(6)
7

(5) Technical Appendix C.6.1 Column
(6) Technical Appendix C.6.1 Column
(7) Technical Appendix C.6.1 Column
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A INTRODUCTION

1. Among the components of required premium presented in Appendix A.1, there are two
sources of investment income which both benefit Basic policyholders: investment income on
policyholder supplied funds (PHSF) and investment income on capital available for rate setting
(CARS). Investment income on PHSF is discussed in Appendix A.0. This Appendix discusses

investment income on CARS.

B CAPITAL AVAILABLE FOR RATE SETTING

2. CARS is now defined in Special Direction IC2 as amended by Order in Council 666/2022,
December 12, 2022 (B.C. Reg. 269/2022) and replaces what was referred to in previous
Applications as Basic Equity. There is no change in how CARS is derived compared to past
Applications, however the term CARS better describes the underlying value. CARS is defined in
Special Direction IC2 as the amount of universal compulsory vehicle insurance capital available

after deducting the following:

a. The effect of present value in relation to the corporation’s universal compulsory vehicle

insurance claims liabilities.

b. Adjustments to reflect risks in relation to the corporation’s universal compulsory

vehicle insurance claims liabilities.

3. Capital available is adjusted to remove the effect of discounting ICBC’s claims liabilities
so that investment income is not double counted. Risk adjustments to ICBC’s claims liabilities are
also removed to ensure that the Policy Year (PY) 2023 rate indication analysis relies on the best

estimate of claims costs, in accordance with Accepted Actuarial Practice (AAP).

4. There are two sources of risk adjustments: the Provision for Adverse Deviations (PfAD)
and the provision to recognize ICBC’s ongoing risks to its financial forecast. The PfAD is required
under AAP for reporting in financial statements and is a provision to adjust the best estimate of
the claims liabilities to a greater amount on account of the uncertainty inherent in the estimation
process. While the PfAD is specific to address risk on the best estimate of the claims liabilities,
the financial forecast provision is to account for a broader spectrum of adverse events. If these
adverse events do not manifest in the fiscal period, then the financial forecast provision is
released. Possible adverse events for which a financial forecast provision related to risk levels

could be held include: uncertainty with inflation, uncertainty in the global investment markets,

Insurance Corporation of British Columbia F.0-2
December 15, 2022
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uncertainty regarding changes in customers’ mobility choices and driving behaviour, unfavourable
emergence of large Bodily Injury claims from the legal-based product and outstanding litigation
from the legal-based product. Both the PfAD and the financial forecast provision are removed in
the actuarial indicated rate change analysis to produce a best estimate of the claims liabilities, as

required under AAP.

5. The CARS used in the calculation is as at the fiscal year-end prior to the start of the policy
period. In this case, FY 2023/24 is used for the first 12-month period of PY 2023 and FY 2024/25
is used for the second 12-month period of PY 2023. CARS for FY 2023/24 and FY 2024/25 are
shown in Appendix F.1 line (d).

C INVESTMENT INCOME ON CAPITAL AVAILABLE FOR RATE SETTING

6. The investment income on CARS is calculated separately for each fiscal year (12-month
period of PY 2023) and then summed to obtain the total for PY 2023. The fiscal year yield on
CARS for FY 2023/24 and FY 2024/25 are determined in Chapter 5, Section C.

7. The investment income on CARS for PY 2023 is allocated to each coverage in

Appendix F.2 using the coverage allocation factors.

Insurance Corporation of British Columbia F.0-3
December 15, 2022



ICBC Actuarial Analysis for PY 2023 Appendix F.1

Policy Year 2023 Capital Available for Rate Setting

($ 000's)
FY 2023/24 FY 2024/25 Reference

Capital Available

(a) Capital Available at Beginning of Period 2,110,475 2,256,045
Capital Available for Rate Setting

(b) Amount of Discount (1,446,675) (1,581,842)

(c) Amount of Risk Adjustment 1,196,664 1,413,092

(d) Capital Available for Rate Setting 1,860,464 2,087,296 (a) + (b) + (c)
Investment Income on Capital Available for Rate Setting

(e) Yield on Capital Available for Rate Setting 4.77% 4.97%

(f) Investment Income on Capital Available for Rate Setting 88,765 103,772 (d) x (e)

Notes:

(a) Source: Forecast based on 2022/23 Outlook as of Q2 of FY 2022/23.

(b), (c) Source: Internal discounting analysis as of FY 2022/23 Q2 and 2022/23 Outlook as of Q2 of FY2022/23.

(e) The Yield on Capital Available for Rate Setting is the rate of return used to calculate investment income on Capital Available for Rate Setting and is
discussed further in Chapter 5, Section C.



ICBC Actuarial Analysis for PY 2023 Appendix F.2

Policy Year 2023 Investment Income on Capital Available for Rate Setting (CARS) - Coverage Allocation
($ 000's)

Coverage1
Total EAB BVDC TPL Reference
(a) Coverage Allocation Factors 100.0% 63.4% 31.3% 5.3% Appendix C.0, Figure C.0.1 column (5)
Investment Income on CARS
(b) FY 2023/24 88,765 56,289 27,814 4,662
(c) FY 2024/25 103,772 65,806 32,516 5,450
(dy PY 2023 192,537 122,095 60,329 10,112 (b) + (c)

Notes:
! Investment income on CARS is the product of Total and the coverage proportion in (a).
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A INTRODUCTION

1. As discussed in Appendix A.Q, the computation of required premium uses the discounted
cash flow method. With this method, the full value components of required premium are
discounted to reflect the time value of money, by reflecting the investment income expected to be
earned between the time at which premiums are collected and the time at which the individual

components comprising the required premium are either paid out or received.

2. The computation of required premium is shown in Technical Appendices A.1.1 to A.3.2.
The full value of components are shown in Technical Appendices A.1.2, A.2.2, and A.3.2, while
the components on a discounted basis are shown in Technical Appendices A.1.1, A.2.1, and
A.3.1. The difference between the full value view and the discounted view is that the impact of
discounting is captured separately in the full value view through the investment income on policy
holder supplied funds (PHSF), whereas in the discounted view, the impact of discounting is

captured directly within each component.

3. Technical Appendices A.1.2, A.2.2, and A.3.2 show the required premium components at
full value for each Enhanced Care coverage (EAB, BVDC, and TPL respectively). The full value
total cash flow (column 8) is the difference between the stream of cash outflows (claims related
costs and expenses, shown in columns (1) to (5)) and the undiscounted stream of cash inflows
(miscellaneous revenue in column (6) and investment income on capital available for rate setting
(CARS) in column (7)). This view is similar to what was shown in Technical Appendices A.1.1 to
A.2.4 of the 2021 RRA.

4. This process is repeated in Technical Appendices A.1.1, A.2.1, and A.3.1 (for EAB, BVDC,
and TPL respectively) on a discounted basis to produce discounted total cash flow. These exhibits
are a new addition to the Application. This is not a change to the methodology, but rather it is a
change in presentation to better show how discounting for the time value of money impacts the
various components of required premium. Each of the required premium components are
discounted to April 1, 2024, the midpoint of the policy year, using the New Money Rate (see
Chapter 5, Investments, Section D.1). Present value factors for each period are shown in
column (9). As a final step, premium tax (4.4%) and the capital provision (7%) are separately
loaded as fixed percentages of the required premium and added to the discounted total cash flow

to produce required premium.

5. In the full value view (Technical Appendices A.1.2, A.2.2, and A.3.2), the impact of

discounting is captured through the investment income on PHSF, shown in column (9).

Insurance Corporation of British Columbia TA A.0-1
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Investment income on PHSF is the difference between the full value total cash flow and the
discounted total cash flow. It is deducted from the full value total cash flow before the final
calculation step, premium tax and capital provision loadings, to produce the same required

premium amount as in the discounted view.

6. Technical Appendix A.4.1 shows a summary of the loss and allocated loss adjustment
expense (ALAE) payment patterns and the estimated payments by period for each sub-coverage.

Technical Appendix A.4.2 shows a similar view for unallocated loss adjustment expenses (ULAE).

B CALCULATION OF REQUIRED PREMIUM

7. The required premium using components discounted to the midpoint of the policy year is

calculated from the following formula:

_L'+U’+R’+G’+B’—MR’—IC’

RP’
1-t—p
Where:
RP = Required Premium
’ = Present value indicator
L = Loss and ALAE payments
U = ULAE payments
R = Road Safety and Loss Management services
G = General Expense
B = Broker Fees
MR = Miscellaneous Revenue
IC = Investment Income on Capital Available for Rate Setting
t = Premium Tax Rate
p = Capital Provision
8. The required premium using full value components is calculated from the following
formula:
P_L+U+R+G+B—MR—IC—IP
- 1-t—p
Where:
IP = Investment Income on Policyholder Supplied Funds
9. The required premium calculation using components discounted to the midpoint of the

policy year and using full value components with investment income on PHSF produces the same

result.

RP' =RP

Insurance Corporation of British Columbia TA A.0-2
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C EXPLANATORY NOTES TO REQUIRED PREMIUM CALCULATIONS
10. Explanatory notes are provided below for the Technical Appendices listed in Figure A.0.1.

Note that there are two presentations of columns (1) through (8), discounted and full value.

TA A.0.1 - List of Technical Appendices A.1.1 to A.3.2

Z:;T:gs: Coverage Valuation Basis

A1 Enhanced Accident Benefits Discounted to midpoint of policy year

A1.2 Enhanced Accident Benefits Full Value

A.21 Basic Vehicle Damage Coverage | Discounted to midpoint of policy year

A.2.2 Basic Vehicle Damage Coverage | Full Value

A.3.1 Third Party Liability Discounted to midpoint of policy year

A3.2 Third Party Liability Full Value

11. Column (1) - Loss and ALAE - Shows the estimated total future indemnity payments

and allocated expenses, net of recoveries from salvage and subrogation over the periods
extending from the start of the policy year into the future for up to 50 years. The total full value
amounts are shown in Appendices A.3 through A.5. The timing of these payments is based on
the payment patterns which are summarized in Appendix E.1 and discussed in Appendix E.O,

Section B. More detail on the payment patterns is provided in Technical Appendix E.O, Section B.

12. Column (2) - ULAE — The estimated future ULAE payments are spread over the payment
periods extending from the start of the policy year into the future for up to 20 years. The total full
value amounts are shown in Appendices A.3 through A.5. The timing of these payments is based
on the payment patterns which are summarized in Appendix E.2 and discussed in Technical
Appendix C.6.0. More detail on the ULAE payment patterns is provided in Technical
Appendix E.O, Section C.

13. Column (3) - Road Safety and Loss Management (RSLM) — These costs are assumed
to be evenly distributed throughout each fiscal year of the 24-month policy period as they are

recognized at the time of policy inception, as discussed in Appendix E.O, Section D.

Insurance Corporation of British Columbia TA A.0-3
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14. Column (4) - General Expenses — As a result of a payment timing difference for each
expense item, the calculations for converting general expenses from a fiscal year basis to a policy
year basis are split into two categories: general expenses excluding merchant fees and merchant

fees (which are fees paid by ICBC when credit cards are used for premium payments).

15. General expenses excluding merchant fees are recognized over the entire life of the policy
and are distributed over 36 months based on the earning pattern for policies in PY 2023. Merchant
fee payments are assumed to be evenly distributed throughout each fiscal year of the 24-month
policy period as they are recognized at the time of policy inception. The recognition pattern for
both general expenses excluding merchant fees and merchant fees is discussed further in

Appendix E.O Section D, and Technical Appendix E.O Section D.

16. Column (5) - Broker Fees — Basic broker fees are assumed to be evenly distributed
throughout each fiscal year of the 24-month policy period as they are recognized at the time of

policy inception.

17. Column (6) - Miscellaneous Revenue — Miscellaneous revenue consists of payment plan
finance fees, short term surcharge, Driver Penalty Point and Driver Risk Premium, Unlisted Driver
Accident Premium, and Graduated Licensing Program road test fees. Miscellaneous revenue is
assumed to be received uniformly throughout each fiscal year of the 24-month policy period. The

allocation of these amounts among the Basic insurance coverages is shown in Appendix D.2.

18. Column (7) - Investment Income on Capital Available for Rate Setting (CARS) — The
amount of investment income on CARS allocated to each coverage is shown in Appendix F.2.
CARS is assumed to generate income at a constant rate for each fiscal year as shown in
Appendix F.1. These rates are referred to as the yield on CARS. See Chapter 5, Investments,

Section D.2 for the detailed calculation.

19. Column (8) - Total Cash Flow — The total cash flow in any period is the sum of all costs

in columns (1) through (5), less the sum of all revenues in columns (6) through (7), for that period.

20. Column (9) - Present Value Factors (Technical Appendices A.1.1, A.2.1, and A.3.1) —
The present value factor is applied to each full value component on Technical Appendices A.1.2,
A.2.2, and A.3.2 to obtain the discounted cash flows based on the New Money Rate (row 14)."
The present value factor applied to each payment period is calculated from the midpoint of that

payment period to the midpoint of the 24-month policy period.

' The New Money Rate is discussed in further detail in Chapter 5, Investments, Section B.

Insurance Corporation of British Columbia TA A.0-4
December 15, 2022



i ‘ 2023 RRA Chapter 3, Technical Appendix A.0 — Calculation of Required Premium

21. Column (9) - Investment Income on Policyholder Supplied Funds (PHSF) (Technical
Appendices A.1.2, A.2.2, and A.3.2) — This column represents the impact from discounting. It is
calculated as the difference between the full value total cash flows (column (8) on Appendices
A1.2, A2.2, and A.3.2) and the discounted total cash flows (column (8) on Appendices A.1.1,
A.2.1,and A.3.1).

22. Column (10) - Premium Tax — The premium tax dollars are computed as a percentage

(row 13) of the required premium (column 12).

23. Column (11) - Capital Provision — This is the amount of capital provision that is required
to be included in the actuarial indicated rate change as per Special Direction IC2. The capital
provision is discussed in more detail in Chapter 4, Capital Management Plan. It is equal to 7%

(row 15) of the required premium (column 12).

24, Column (12) - Required Premium — Required premium is the amount of premium
required to provide for all losses and expenses anticipated to arise from the policy period, and to
fund the capital provision as prescribed by Special Direction IC2. The required premium is
calculated using the Discounted Cash Flow Method, as expressed by the formula in Section B

above.

D PAYMENT PATTERNS

25. Technical Appendix A.4.1 shows the loss and ALAE payment patterns for each
sub-coverage. Please refer to Appendix E.O, Section B for details on how these payment patterns
are determined. The payment patterns are applied to PY 2023 loss and ALAE, shown in
Appendices A.3 through A.5, to allocate loss and ALAE to each payment period.

26. Technical Appendix A.4.2 shows the ULAE payment patterns for each sub-coverage.
Please refer to Appendix E.O, Section C for details on how these payment patterns are
determined. The payment patterns are applied to PY 2023 ULAE, shown in Appendices
A.3 through A.5, to allocate ULAE to each payment period.
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Policy Year 2023 Required Premium - Discounted
Enhanced Accident Benefits

Technical Appendix A.1.1

($ 000's)
I TS Costs Errerees I Required Premium Calculation |
Investment
Road Safety Income on
Period Claims Service and Loss Capital
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Total Cash Present Value Capital Required
inception) ! Payments (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Flow Factor ium Tax isi i
1) 2 (3) 4) (5) (6) (Y] (8) 9) (10) 1) (12)
Year 1-Q1 1,761 389 7,750 9,738 20,733 24,540 14,775 1,055 1.04991
Year 1-Q2 15,446 3,912 7,643 20,366 20,446 24,201 14,571 29,041 1.03540
Year 1-Q3 41,641 10,739 7,537 30,698 20,164 23,867 14,369 72,543 1.02109
Year 1-Q4 85,768 23,072 7,433 40,741 19,885 23,537 14,171 139,191 1.00698
Year2-Q1 75,467 14,398 7,475 46,619 19,966 23,336 16,337 124,251 0.99307
Year 2 - Q2 93,844 18,988 7,371 45,975 19,690 23,013 16,112 146,743 0.97934
Year 2 - Q3 105,402 22,603 7,269 45,339 19,418 22,695 15,889 161,448 0.96581
Year 2 - Q4 148,528 32,279 7,169 44,713 19,150 22,382 15,669 213,787 0.95246
Year 3-Q1 121,356 17,960 0 36,694 0 0 0 176,009 0.93930
Year 3 - Q2 125,814 19,192 0 25,848 0 0 0 170,853 0.92631
Year 3-Q3 112,275 18,018 0 15,294 0 0 0 145,587 0.91351
Year 3-Q4 112,533 18,106 0 5,028 0 0 0 135,667 0.90089
Year 4 292,263 31,375 323,638 0.87008
Year 5 169,537 17,417 186,954 0.82297
Year 6 116,034 15,170 131,204 0.77841
Year 7 76,569 12,642 89,211 0.73626
Year 8 57,305 8,682 65,987 0.69640
Year 9 51,009 5,201 56,209 0.65869
Year 10 48,183 3,165 51,348 0.62303
Year 11 45,649 2,105 47,754 0.58929
Year 12 43,282 1,444 44,726 0.55739
Year 13 41,484 1,003 42,487 0.52721
Year 14 39,793 726 40,520 0.49866
Year 15 36,596 547 37,143 0.47166
Year 16 31,881 415 32,296 0.44612
Year 17 27,481 312 27,793 0.42197
Year 18 24,463 241 24,704 0.39912
Year 19 22,661 156 22,817 0.37751
Year 20 21,237 48 21,285 0.35707
Year 21 19,723 0 19,723 0.33773
Year 22 18,232 0 18,232 0.31945
Year 23 16,836 0 16,836 0.30215
Year 24 15,531 0 15,531 0.28579
Year 25 14,314 0 14,314 0.27032
Year 26 13,181 0 13,181 0.25568
Year 27 12,127 12,127 0.24184
Year 28 11,150 11,150 0.22874
Year 29 10,244 10,244 0.21636
Year 30 9,406 9,406 0.20464
Year 31 8,631 8,631 0.19356
Year 32 7,916 7,916 0.18308
Year 33 7,256 7,256 0.17317
Year 34 6,648 6,648 0.16379
Year 35 6,089 6,089 0.15492
Year 36 4,796 4,796 0.14653
Year 37 2,882 2,882 0.13860
Year 38 1,895 1,895 0.13110
Year 39 1,711 1,711 0.12400
Year 40 1,545 1,545 0.11728
Year 41 1,394 1,394 0.11093
Year 42 1,258 1,258 0.10493
Year 43 1,134 1,134 0.09925
Year 44 1,022 1,022 0.09387
Year 45 921 921 0.08879
Year 46 830 830 0.08398
Year 47 747 747 0.07943
Year 48 673 673 0.07513
Year 49 465 465 0.07107
Year 50 146 146 0.06722
Total - Discounted * 2,383,964 300,304 59,647 367,052 159,452 187,571 121,893 2,960,957 147,045 233,936 3,341,938
E.0. Section D *
Reference: TA E.O Section
Payment Pattern E.1 E.2 E.O Section D D E.O Section D E.O Section D E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (1) thru (7): The discounted cash flows are their full value counterparts in A.1.2 discounted by PV factors (10)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (8) = sum (1) thru (5) - sum (6) thru (7)
(15) Capital Provision % 7.00% Special Direction IC2 (9) = (1 + New Money Rate) * (Midpoint of PY2023 - Midpoint of Period)

Notes:

(10)=(8) /11 - (13) - (15)1 * (13)
8)/11-(13)- (151 * (15)
(12) = (8) + (10) + (11)

* Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.q., the first quarter represents the period from Apr 1, 2023 to June 30, 2023, etc.)
?Enhanced Accident Benefits Loss and ALAE payments continue to year 50 as a result of the long tailed nature of these claims.

3 Cash flows are discounted to the midpoint of PY 2023, i.e. Apr 1, 2024.

“ Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.0 Section D.

(4) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three vears,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

(11) Capital provision uses a formula such that its amount is exactly 7% of required premium, net of premium tax.

See Technical Appendix A.0 for a guide to this Appendix



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Required Premium - Full Value
Enhanced Accident Benefits

Technical Appendix A.1.2

($ 000's)
| Costs ] Required Premium Calculation |
I Claims Expenses 1
Investment Investment
Road Safety Income on Income on
Period Claims Service and Loss Capital Policyholder
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Total Cash Supplied Capital Required
inception) ! Payments 2 (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Flow Funds ium Tax isi i
(1) (2) (3) (4) (5) (6) n (8) 9) (10) (11) (12)
Year 1-Q1 1,677 370 7.382 9,275 19,747 23,374 14,072 1,005 (50)
Year 1-Q2 14,918 3.778 7.382 19,669 19,747 23,374 14,072 28,048 (993)
Year 1-Q3 40,781 10,517 7.382 30,064 19,747 23,374 14,072 71,044 (1,499)
Year 1-Q4 85173 22912 7.382 40,458 19,747 23,374 14,072 138,226 (965)
Year2-Q1 75,994 14,498 7,527 46,945 20,105 23,499 16,452 125,118 868
Year 2 - Q2 95,823 19.389 7.527 46,945 20,105 23,499 16.452 149,839 3.095
Year2-Q3 109,134 23,404 7,527 46,945 20,105 23,499 16,452 167,164 5,716
Year 2 - Q4 155,941 33,890 7.527 46,945 20,105 23,499 16.452 224,458 10,671
Year3-Q1 129,198 19,120 0 39,065 0 0 0 187,384 11,375
Year 3 - Q2 135,822 20,719 0 27.904 0 0 0 184.444 13,591
Year3-Q3 122,904 19,724 0 16,742 0 0 0 159,370 13,784
Year 3 - Q4 124,913 20,098 0 5,581 0 0 0 150,593 14.926
Year 4 335,902 36,059 371,962 48,324
Year 5 206,005 21,164 227,169 40,215
Year 6 149,065 19,489 168,554 37,349
Year7 103,996 17.171 121,167 31,956
Year 8 82,288 12,466 94,754 28,767
Year 9 77.440 7.895 85,335 29,125
Year 10 77,337 5,079 82,416 31,069
Year 11 77.464 3,572 81,036 33,282
Year 12 77,651 2,591 80,242 35,516
Year 13 78,686 1.903 80,588 38,102
Year 14 79,801 1,457 81,257 40,738
Year 15 77.591 1.159 78,750 41,607
Year 16 71,463 929 72,392 40,096
Year 17 65,126 740 65,866 38,073
Year 18 61,293 604 61,897 37,193
Year 19 60,029 414 60,442 37.625
Year 20 59,477 134 59,611 38,326
Year 21 58,397 0 58,397 38,675
Year 22 57,075 0 57,075 38,843
Year 23 55,722 0 55,722 38,885
Year 24 54,345 0 54,345 38,814
Year 25 52,953 0 52,953 38,639
Year 26 51,551 0 51,551 38,371
Year 27 50,146 50,146 38,019
Year 28 48,743 48,743 37,594
Year 29 47,347 47,347 37.103
Year 30 45,961 45,961 36,555
Year 31 44,589 44,589 35,959
Year 32 43,235 43,235 35,320
Year 33 41,902 41,902 34,646
Year 34 40,591 40,591 33,942
Year 35 39,304 39,304 33215
Year 36 32,731 32,731 27,935
Year 37 20,792 20,792 17.910
Year 38 14,454 14,454 12,559
Year 39 13.803 13.803 12,091
Year 40 13,175 13,175 11,629
Year 41 12,570 12,570 11,175
Year 42 11,988 11,988 10,730
Year 43 11.429 11.429 10.294
Year 44 10,892 10,892 9,869
Year 45 10.376 10.376 9.455
Year 46 9,883 9,883 9,053
Year 47 9.410 9.410 8.662
Year 48 8,957 8,957 8,284
Year 49 6.539 6.539 6.074
Year 50 2171 2171 2,025
Total - Full Value 3,753,921 341,246 59,633 376,537 159,411 187,489 122,095 4,381,164 1,420,207 147,045 233,936 3,341,938
D.1Row (d) Col D.1Rows (e)to D.1Row (i) Col D.2 Row (a) Col
Reference: Total Value A3 Row (h) A3 Row (i) (8) (h) Col (8) (8) (7 F.2 Row (d)
E.0. Section D *
Reference: TA E.O Section
Payment Pattern E1 E.2  E.O Section D D  E.OSectonD  E.OSectionD E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (8) = sum (1) thru (5) - sum (6) thru (7)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (9)=(8)-A.1.1(8)
(15) Capital Provision % 7.00% Special Direction IC2 (10)=1(8) - (9N /11 - (13) - (151 * (13)

Notes:

(1) =1(8)- (/1 - (13) - (15)1* (15)
(12) = (8) - (9) + (10) + (11)

" Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.q., the first quarter represents the period from Apr 1, 2023 to Jul 1, 2023, etc.)

2 Enhanced Accident Benefits Loss and ALAE payments continue to year 50 as a result of the long tailed nature of these claims.

® Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.O Section D.

(3), (5), (6), and (7) are assumed to be evenly distributed throughout each of the two fiscal years as described in Technical Appendix A.0.

(4) General expenses are split into two categories: general expense excludina merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three vears,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

See Technical Appendix A.0 for a quide to this Appendix



ICBC Actuarial Analysis for PY 2023 Technical Appendix A.2.1

Policy Year 2023 Required Premium - Discounted
Basic Vehicle Damage Coverage

($ 000's)
| Costs I Revenues Required Premium Calculation
| Claims | Expenses |
Investment
Road Safety Income on
Period Claims Service and Loss Capital
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Present Value Capital Required
inception) * Payments (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Total Cash Flow Factor Premium Tax Provision Premium
(1) ) (3) (4) (5) (6) @) @®) (9) (10) (1) (12)
Year 1-Q1 6,065 945 3,829 4,812 10,245 12,126 7,300 6,470 1.04991
Year 1-Q2 43,041 6,709 3,776 10,063 10,103 11,958 7,200 54,535 1.03540
Year 1-Q3 101,332 15,796 3,724 15,168 9,963 11,793 7,100 127,091 1.02109
Year 1-Q4 158,835 24,759 3,673 20,131 9,826 11,630 7,002 198,591 1.00698
Year 2 - Q1 165,240 21,402 3,693 23,035 9,866 11,531 8,073 203,633 0.99307
Year 2 - Q2 174,928 22,657 3,642 22,7117 9,729 11,371 7,961 214,341 0.97934
Year 2-Q3 185,474 24,023 3,692 22,403 9,595 11,214 7,851 226,022 0.96581
Year 2 - Q4 209,973 27,196 3,542 22,093 9,462 11,059 7,743 253,465 0.95246
Year 3 - Q1 187,981 16,604 0 18,131 0 0 0 222,716 0.93930
Year 3 - Q2 163,552 14,446 0 12,772 0 0 0 190,770 0.92631
Year 3-Q3 120,872 10,676 0 7,557 0 0 0 139,105 0.91351
Year 3 - Q4 92,100 8,135 0 2,484 0 0 0 102,720 0.90089
Year 4 146,126 3,270 149,395 0.87008
Year 5 9,004 372 9,376 0.82297
Year 6 1,315 110 1,425 0.77841
Year 7 691 55 746 0.73626
Year 8 208 28 236 0.69640
Year 9 0 15 15 0.65869
Year 10 0 7 7 0.62303
Year 11 0 3 3 0.58929
Year 12 0 1 1 0.55739
Year 13 0 0 0 0.52721
Year 14 0 0 0 0.49866
Year 15 0 0 0 0.47166
Year 16 0 0 0 0.44612
Year 17 0 0 0 0.42197
Year 18 0 0 0 0.39912
Year 19 0 0 0 0.37751
Year 20 0 0 0 0.35707
Year 21 0 0 0 0.33773
Year 22 0 0 0 0.31945
Year 23 0 0 0 0.30215
Year 24 0 0 0 0.28579
Year 25 0 0 0 0.27032
Year 26 0 0 0 0.25568
Total - Discounted 2 1,766,736 197,210 29,473 181,367 78,788 92,682 60,229 2,100,662 104,322 165,967 2,370,950
Reference: E.O. Section D ®
Payment Pattern E.A1 E.2 E.O Section D TA E.O Section D E.O Section D E.O Section D E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (1) thru (7): The discounted cash flows are their full value counterparts in A.2.2 discounted by PV factors (10)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (8) = sum (1) thru (5) - sum (6) thru (7)
(15) Capital Provision % 7.00% Special Direction 1C2 (9) = (1 + New Money Rate) * (Midpoint of PY2023 - Midpoint of Period)
(10)=(8)/[1-(13) - (15)] * (13)
(11)=(8)/[1-(13)- (15)] * (15)
(12) = (8) + (10) + (11)
Notes:

1 Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.g., the first quarter represents the period from Apr 1, 2023 to June 30, 2023, etc.)

2 Cash flows are discounted to the midpoint of PY 2023, i.e. Apr 1, 2024.

3 Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.O Section D.

(4) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three years,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

(11) Capital provision uses a formula such that its amount is exactly 7% of required premium, net of premium tax.

See Technical Appendix A.O for a guide to this Appendix



ICBC Actuarial Analysis for PY 2023 Technical Appendix A.2.2

Policy Year 2023 Required Premium - Full Value
Basic Vehicle Damage Coverage

($ 000's)
l Costs [ Revenues Required Premium Calculation
1 Claims | Expenses |
Investment
Road Safety Income on Investment
Period Claims Service and Loss Capital Income on
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Policyholder Capital Required
inception) ' Payments (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Total Cash Flow Supplied Funds Premium Tax Provision Premium
(1) () (3) (4) (5) (6) @) (®) (9) (10) (1) (12)
Year 1-Q1 5777 901 3,647 4,583 9,757 11,549 6,953 6,163 (308)
Year 1-Q2 41,569 6,480 3,647 9,719 9,757 11,549 6,953 52,670 (1,865)
Year 1-Q3 99,239 15,469 3,647 14,855 9,757 11,549 6,953 124,465 (2,626)
Year 1-Q4 157,733 24,588 3,647 19,991 9,757 11,549 6,953 197,214 (1,377)
Year 2 - Q1 166,394 21,552 3,719 23,196 9,934 11,611 8,129 205,055 1,422
Year 2 - Q2 178,618 23,135 3,719 23,196 9,934 11,611 8,129 218,862 4,521
Year 2 -Q3 192,041 24,874 3,719 23,196 9,934 11,611 8,129 234,024 8,002
Year 2 - Q4 220,453 28,554 3,719 23,196 9,934 11,611 8,129 266,116 12,651
Year 3 - Q1 200,130 17,677 0 19,303 0 0 0 237,109 14,394
Year 3 - Q2 176,562 15,595 0 13,788 0 0 0 205,945 15,175
Year 3 - Q3 132,315 11,687 0 8,273 0 0 0 152,275 13,170
Year 3 - Q4 102,233 9,030 0 2,758 0 0 0 114,020 11,301
Year 4 167,944 3,758 171,702 22,307
Year 5 10,941 452 11,392 2,017
Year 6 1,689 141 1,830 406
Year 7 939 74 1,013 267
Year 8 299 40 339 103
Year 9 0 22 22 8
Year 10 0 11 11 4
Year 11 0 5 5 2
Year 12 0 2 2 1
Year 13 0 1 1 0
Year 14 0 0 0 0
Year 15 0 0 0 0
Year 16 0 0 0 0
Year 17 0 0 0 0
Year 18 0 0 0 0
Year 19 0 0 0 0
Year 20 0 0 0 0
Year 21 0 0 0 0
Year 22 0 0 0 0
Year 23 0 0 0 0
Year 24 0 0 0 0
Year 25 0 0 0 0
Year 26 0 0 0 0
Total - Full Value 1,854,875 204,047 29,466 186,053 78,767 92,642 60,329 2,200,238 99,576 104,322 165,967 2,370,950
D.1 Row (d) Col D.1Rows (e)to  D.1 Row (i) Col D.2 Row (b) Col
Reference: Total Value A.4 Row (h) A.4 Row (i) 9) (h) Col (9) 9) (7) F.2 Row (d)
Reference: E.0. Section D 2
Payment Pattern EA E.2 E.O Section D  TAE.O Section D E.O Section D E.O Section D E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (8) = sum (1) thru (5) - sum (6) thru (7)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (9)=(8)-A.2.1(8)
(15) Capital Provision % 7.00% Special Direction 1C2 (10)=1[(8)- (9] /[1-(13)-(15)] * (13)
(1) =1(8)- (/1 - (13) - (15)] * (15)
(12)=(8) - (9) + (10) + (11)
Notes:

* Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.g., the first quarter represents the period from Apr 1, 2023 to Jul 1, 2023, etc.)

2 Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.O Section D.

(3), (5), (6), and (7) are assumed to be evenly distributed throughout each of the two fiscal years as described in Technical Appendix A.O.

(4) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three years,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

See Technical Appendix A.0 for a guide to this Appendix



ICBC Actuarial Analysis for PY 2023 Technical Appendix A.3.1

Policy Year 2023 Required Premium - Discounted
Third Party Liability

($ 000's)
Costs I Revenues Required Premium Calculation
| Claims | Expenses |
Investment
Road Safety Income on
Period Claims Service and Loss Capital
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Present Value Capital Required
inception) ’ Payments (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Total Cash Flow Factor Premium Tax Provision Premium
(1) ) (3) (4) (5) (6) @) ®) (9) (10) (1) (12)
Year 1-Q1 275 48 642 807 1,717 2,032 1,224 232 1.04991
Year 1-Q2 1,980 348 633 1,687 1,693 2,004 1,207 3,130 1.03540
Year 1-Q3 4,746 853 624 2,543 1,670 1,977 1,190 7,269 1.02109
Year 1-Q4 7,873 1,514 616 3,374 1,647 1,949 1,174 11,900 1.00698
Year 2 - Q1 12,336 1,448 619 3,861 1,654 1,933 1,353 16,632 0.99307
Year 2 - Q2 12,794 1,555 611 3,808 1,631 1,906 1,334 17,157 0.97934
Year 2-Q3 12,489 1,552 602 3,755 1,608 1,880 1,316 16,810 0.96581
Year 2 - Q4 14,424 1,900 594 3,703 1,586 1,854 1,298 19,056 0.95246
Year 3 - Q1 20,150 1,416 0 3,039 0 0 0 24,605 0.93930
Year 3 - Q2 18,938 1,354 0 2,141 0 0 0 22,433 0.92631
Year 3-Q3 16,056 1,173 0 1,267 0 0 0 18,496 0.91351
Year 3 - Q4 14,972 1,132 0 416 0 0 0 16,520 0.90089
Year 4 51,043 1,954 52,997 0.87008
Year 5 30,241 829 31,070 0.82297
Year 6 20,233 464 20,697 0.77841
Year 7 12,663 291 12,954 0.73626
Year 8 7,359 191 7,550 0.69640
Year 9 4,587 120 4,706 0.65869
Year 10 2,701 72 2,772 0.62303
Year 11 1,316 46 1,362 0.58929
Year 12 883 29 912 0.55739
Year 13 677 19 695 0.52721
Year 14 274 12 286 0.49866
Year 15 98 8 105 0.47166
Year 16 78 5 83 0.44612
Year 17 30 3 33 0.42197
Year 18 8 2 10 0.39912
Year 19 8 2 10 0.37751
Year 20 4 1 4 0.35707
Year 21 0 0 0 0.33773
Year 22 0 0 0 0.31945
Year 23 0 0 0 0.30215
Year 24 0 0 0 0.28579
Year 25 0 0 0 0.27032
Year 26 0 0 0 0.25568
Total - Discounted 2 269,231 18,340 4,940 30,400 13,206 15,535 10,096 310,487 15,419 24,531 350,437
Reference: E.O. Section D *
Payment Pattern EA E2 E.0 SectonD  TAE.O Section D E.O Section D E.O Section D E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (1) thru (7): The discounted cash flows are their full value counterparts in A.3.2 discounted by PV factors (10)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (8) = sum (1) thru (5) - sum (6) thru (7)
(15) Capital Provision % 7.00% Special Direction 1C2 (9) = (1 + New Money Rate) * (Midpoint of PY2023 - Midpoint of Period)
(10)=(8)/[1-(13) - (15)] * (13)
(11)=(8)/[1-(13)- (15)] * (15)
(12) = (8) + (10) + (11)
Notes:

1 Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.g., the first quarter represents the period from Apr 1, 2023 to June 30, 2023, etc.)

2 Cash flows are discounted to the midpoint of PY 2023, i.e. Apr 1, 2024.

3 Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.O Section D.

(4) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three years,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

(11) Capital provision uses a formula such that its amount is exactly 7% of required premium, net of premium tax.

See Technical Appendix A.O for a guide to this Appendix



ICBC Actuarial Analysis for PY 2023 Technical Appendix A.3.2

Policy Year 2023 Required Premium - Full Value
Third Party Liability

($ 000's)
| Costs [ Revenues Required Premium Calculation
| Claims | Expenses |
Investment
Road Safety Income on Investment
Period Claims Service and Loss Capital Income on
(starting at policy year Loss & ALAE Expense Management General Miscellaneous  Available for Policyholder Capital Required
inception) ' Payments (ULAE) (RSLM) Expenses Broker Fees Revenue Rate Setting Total Cash Flow Supplied Funds Premium Tax Provision Premium
(1) ) (3) (4) (5) (6) @) ®) 9) (10) (1) (12)
Year 1-Q1 262 45 611 768 1,636 1,936 1,166 221 (11)
Year 1-Q2 1,912 336 611 1,629 1,636 1,936 1,166 3,023 (107)
Year 1-Q3 4,648 836 611 2,490 1,636 1,936 1,166 7,119 (150)
Year 1-Q4 7,818 1,503 611 3,351 1,636 1,936 1,166 11,818 (83)
Year 2 - Q1 12,422 1,458 623 3,888 1,665 1,946 1,363 16,748 116
Year 2 - Q2 13,063 1,588 623 3,888 1,665 1,946 1,363 17,519 362
Year 2-Q3 12,931 1,607 623 3,888 1,665 1,946 1,363 17,406 595
Year 2 - Q4 15,144 1,995 623 3,888 1,665 1,946 1,363 20,007 951
Year 3 -Q1 21,453 1,507 0 3,236 0 0 0 26,196 1,590
Year 3 - Q2 20,444 1,462 0 2,311 0 0 0 24,217 1,784
Year 3-Q3 17,576 1,284 0 1,387 0 0 0 20,247 1,751
Year 3 - Q4 16,619 1,257 0 462 0 0 0 18,338 1,817
Year 4 58,665 2,246 60,910 7,913
Year 5 36,747 1,007 37,753 6,683
Year 6 25,993 596 26,589 5,892
Year 7 17,199 396 17,595 4,640
Year 8 10,567 275 10,841 3,291
Year 9 6,963 182 7,145 2,439
Year 10 4,335 115 4,450 1,678
Year 11 2,233 78 2,311 949
Year 12 1,583 52 1,636 724
Year 13 1,284 35 1,319 624
Year 14 550 24 574 288
Year 15 207 16 223 118
Year 16 175 11 186 103
Year 17 70 8 78 45
Year 18 19 6 25 15
Year 19 21 5 26 16
Year 20 10 2 12 8
Year 21 0 0 0 0
Year 22 0 0 0 0
Year 23 0 0 0 0
Year 24 0 0 0 0
Year 25 0 0 0 0
Year 26 0 0 0 0
Total - Full Value 310,912 19,931 4,939 31,186 13,203 15,528 10,112 354,529 44,042 15,419 24,531 350,437
D.1 Row (d) Col D.1Rows (e)to D.1 Row (i) Col D.2 Row (c) Col
Reference: Total Value A.5 Row (h) A.5 Row (i) (10) (h) Col (10) (10) ) F.2 Row (d)
Reference: E.O. Section D ?
Payment Pattern E.A E.2 E.O Section D TA E.O Section D E.O Section D E.O Section D E.O Section E
Assumptions: Calculation Notes:
(13) Premium Tax Rate 4.40% (8) = sum (1) thru (5) - sum (6) thru (7)
(14) New Money Rate 5.72% Chapter 5, Section D.1 (9)=(8)-A.3.1(8)
(15) Capital Provision % 7.00%  Special Direction IC2 (10)=1[(8)- (9 /[1 - (13) - (15)] * (13)
(11)=1(8)- (/1 -(13) - (15)] * (15)
(12) =(8) - (9) + (10) + (11)
Notes:

1 Since PY 2023 begins on Apr 1, 2023, the periods in this column reflect a starting point of Apr 1, 2023 (e.qg., the first quarter represents the period from Apr 1, 2023 to Jul 1, 2023, etc.)

2 Payment patterns for general expenses excluding merchant fees are described in TA E.O Section D. Payment patterns for merchant fees are described in Appendix E.O Section D.

(3), (5), (6), and (7) are assumed to be evenly distributed throughout each of the two fiscal years as described in Technical Appendix A.0.

(4) General expenses are split into two categories: general expense excluding merchant fees and merchant fees. General expense excluding merchant fees are assumed to be fully paid within three years,
consistent with the earning pattern of the policies purchased in a policy period, and merchant fees are assumed to be recognized at the time of policy inception as described in Technical Appendix E.O.

See Technical Appendix A.O for a guide to this Appendix



ICBC Actuarial Analysis for PY 2023

Policy Year 2023 Loss & ALAE Payment Patterns and Payments ($ 000's)

Technical Appendix A.4.1

Payment Patterns Payments
Period EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP Bl |EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP BI
Year1-Q1 0.05% 0.02% 0.13% 0.13% 0.31% 0.16% 0.01% 901 268 391 118 5,777 247 15
Year 1-Q2 0.49% 0.21% 0.65% 0.65% 2.24% 1.17% 0.09% 9,295 3,013 2,005 603 41,569 1,777 135
Year 1-Q3 1.27% 0.64% 1.83% 1.83% 5.35% 2.78% 0.26% 24,089 9,325 5,663 1,704 99,239 4,243 405
Year 1-Q4 2.78% 1.43% 2.90% 2.90% 8.50% 4.43% 0.68% 52,842 20,695 8,944 2,691 157,733 6,743 1,075
Year2-Q1 2.35% 0.97% 4.30% 4.30% 8.97% 7.31% 0.81% 44,579 14,154 13,268 3,992 166,394 11,134 1,288
Year 2 - Q2 3.15% 1.36% 4.04% 4.04% 9.63% 7.26% 1.26% 59,830 19,764 12,475 3,754 178,618 11,066 1,997
Year2-Q3 3.53% 1.84% 3.83% 3.83% 10.35% 6.91% 1.51% 66,980 26,757 11,836 3,561 192,041 10,533 2,398
Year 2 - Q4 5.16% 2.67% 4.79% 4.79% 11.89% 7.22% 2.62% 97,980 38,720 14,791 4,450 220,453 10,995 4,149
Year 3-Q1 3.96% 1.85% 6.73% 6.73% 10.79% 10.91% 3.05% 75,227 26,935 20,783 6,254 200,130 16,624 4,829
Year 3 - Q2 4.32% 2.05% 5.95% 5.95% 9.52% 9.86% 3.42% 82,095 29,821 18,376 5,529 176,562 15,027 5,418
Year 3-Q3 3.90% 2.10% 4.56% 4.56% 7.13% 7.89% 3.50% 74,118 30,471 14,079 4,236 132,315 12,028 5,549
Year 3 - Q4 4.00% 2.13% 4.45% 4.45% 5.51% 6.55% 4.18% 76,025 30,997 13,753 4,138 102,233 9,989 6,630
Year 4 9.03% 5.98% 19.26% 19.26% 9.05% 19.24% 18.51% 171,657 86,874 59,476 17,896 167,944 29,318 29,347
Year 5 4.00% 4.43% 16.33% 16.33% 0.59% 5.24% 18.14% 76,057 64,330 50,440 15,177 10,941 7,983 28,763
Year 6 2.71% 3.80% 10.53% 10.53% 0.09% 1.58% 14.88% 51,525 55,247 32,511 9,782 1,689 2,412 23,581
Year 7 2.08% 3.32% 4.07% 4.07% 0.05% 0.78% 10.09% 39,495 48,147 12,572 3,783 939 1,196 16,003
Year 8 1.82% 2.92% 1.32% 1.32% 0.02% 0.40% 6.28% 34,577 42,398 4,084 1,229 299 615 9,952
Year 9 1.83% 2.70% 0.86% 0.86% 0.00% 0.22% 4.18% 34,814 39,162 2,662 801 - 335 6,628
Year 10 1.93% 2.62% 0.68% 0.68% 0.00% 0.08% 2.66% 36,579 38,042 2,088 628 - 120 4,215
Year 11 2.02% 2.55% 0.48% 0.48% 0.00% 0.00% 1.41% 38,441 37,081 1,493 449 - - 2,233
Year 12 2.13% 2.46% 0.40% 0.40% 0.00% 0.00% 1.00% 40,388 35,656 1,235 372 - - 1,583
Year 13 2.23% 2.39% 0.39% 0.39% 0.00% 0.00% 0.81% 42,419 34,686 1,216 366 - - 1,284
Year 14 2.30% 2.37% 0.40% 0.40% 0.00% 0.00% 0.35% 43,782 34,425 1,225 369 - - 550
Year 15 2.23% 2.32% 0.38% 0.38% 0.00% 0.00% 0.13% 42,424 33,629 1,182 356 - - 207
Year 16 2.00% 2.22% 0.33% 0.33% 0.00% 0.00% 0.11% 37,916 32,207 1,029 310 - - 175
Year 17 1.75% 2.13% 0.25% 0.25% 0.00% 0.00% 0.04% 33,209 30,919 767 231 - - 70
Year 18 1.62% 2.06% 0.14% 0.14% 0.00% 0.00% 0.01% 30,787 29,956 423 127 - - 19
Year 19 1.60% 2.03% 0.04% 0.04% 0.00% 0.00% 0.01% 30,404 29,474 116 35 - - 21
Year 20 1.61% 1.99% 0.00% 0.00% 0.00% 0.00% 0.01% 30,527 28,950 - - - - 10
Year 21 1.59% 1.94% 0.00% 0.00% 0.00% 0.00% 0.00% 30,257 28,140 - - - - -
Year 22 1.57% 1.88% 0.00% 0.00% 0.00% 0.00% 0.00% 29,768 27,307 - - - - -
Year 23 1.54% 1.82% 0.00% 0.00% 0.00% 0.00% 0.00% 29,265 26,456 - - - - -
Year 24 1.51% 1.76% 0.00% 0.00% 0.00% 0.00% 0.00% 28,750 25,595 - - - - -
Year 25 1.49% 1.70% 0.00% 0.00% 0.00% 0.00% 0.00% 28,225 24,728 - - - - -
Year 26 1.46% 1.64% 0.00% 0.00% 0.00% 0.00% 0.00% 27,691 23,860 - - - - -
Year 27 1.43% 1.58% 0.00% 0.00% 0.00% 0.00% 0.00% 27,151 22,995 - - - - -
Year 28 1.40% 1.52% 0.00% 0.00% 0.00% 0.00% 0.00% 26,605 22,138 - - - - -
Year 29 1.37% 1.47% 0.00% 0.00% 0.00% 0.00% 0.00% 26,057 21,290 - - - - -
Year 30 1.34% 1.41% 0.00% 0.00% 0.00% 0.00% 0.00% 25,505 20,455 - - - - -
Year 31 1.31% 1.35% 0.00% 0.00% 0.00% 0.00% 0.00% 24,953 19,636 - - - - -
Year 32 1.28% 1.30% 0.00% 0.00% 0.00% 0.00% 0.00% 24,402 18,834 - - - - -
Year 33 1.26% 1.24% 0.00% 0.00% 0.00% 0.00% 0.00% 23,851 18,050 - - - - -
Year 34 1.23% 1.19% 0.00% 0.00% 0.00% 0.00% 0.00% 23,303 17,287 - - - - -
Year 35 1.20% 1.14% 0.00% 0.00% 0.00% 0.00% 0.00% 22,758 16,545 - - - - -
Year 36 0.89% 1.09% 0.00% 0.00% 0.00% 0.00% 0.00% 16,906 15,826 - - - - -
Year 37 0.30% 1.04% 0.00% 0.00% 0.00% 0.00% 0.00% 5,663 15,128 - - - - -
Year 38 0.00% 1.00% 0.00% 0.00% 0.00% 0.00% 0.00% - 14,454 - - - - -
Year 39 0.00% 0.95% 0.00% 0.00% 0.00% 0.00% 0.00% - 13,803 - - - - -
Year 40 0.00% 0.91% 0.00% 0.00% 0.00% 0.00% 0.00% - 13,175 - - - - -
Year 41 0.00% 0.87% 0.00% 0.00% 0.00% 0.00% 0.00% - 12,570 - - - - -
Year 42 0.00% 0.83% 0.00% 0.00% 0.00% 0.00% 0.00% - 11,988 - - - - -
Year 43 0.00% 0.79% 0.00% 0.00% 0.00% 0.00% 0.00% - 11,429 - - - - -
Year 44 0.00% 0.75% 0.00% 0.00% 0.00% 0.00% 0.00% - 10,892 - - - - -
Year 45 0.00% 0.71% 0.00% 0.00% 0.00% 0.00% 0.00% - 10,376 - - - - -
Year 46 0.00% 0.68% 0.00% 0.00% 0.00% 0.00% 0.00% - 9,883 - - - - -
Year 47 0.00% 0.65% 0.00% 0.00% 0.00% 0.00% 0.00% - 9,410 - - - - -
Year 48 0.00% 0.62% 0.00% 0.00% 0.00% 0.00% 0.00% - 8,957 - - - - -
Year 49 0.00% 0.45% 0.00% 0.00% 0.00% 0.00% 0.00% - 6,539 - - - - -
Year 50 0.00% 0.15% 0.00% 0.00% 0.00% 0.00% 0.00% - 2,171 - - - - -
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 1,900,076 1,452,021 308,884 92,940 1,854,875 152,383 158,529
A3Row(h) A3Row(h) A3Row(h) A3Row(h) A4Row(h) AS5Row(h) A.5Row(h)
Col (1)xE.1 Col (2)xE.1 Col (3)xE.1 Col (4)xE.1 Col (1)xE.1 Col (1)xE.1 Col (2) xE.1
Reference E.1Col (1) E.1Col (2) E.1Col (3) E.1Col (4) E.1 Col (5) E.1 Col (6) E.1Col (7) Col (1) Col (2) Col (3) Col (4) Col (5) Col (6) Col (7)
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Policy Year 2023 ULAE Payment Patterns and Payments ($ 000's)

Payment Patterns Payments
Period EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP Bl |[EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP BI
Year 1-Q1 0.16% 0.08% 0.02% 0.33% 0.44% 0.35% 0.07% 218 122 8 23 901 39 6
Year 1-Q2 1.70% 0.89% 0.08% 1.70% 3.18% 2.48% 0.64% 2,251 1,373 39 116 6,480 281 55
Year 1-Q3 4.40% 2.75% 0.23% 4.80% 7.58% 5.93% 1.91% 5,833 4,249 109 327 15,469 671 164
Year 1-Q4 9.65% 6.11% 0.36% 7.58% 12.05% 9.42% 5.07% 12,794 9,430 172 516 24,588 1,067 436
Year2- Q1 5.97% 3.66% 0.73% 8.63% 10.56% 10.68% 2.89% 7,916 5,648 347 587 21,552 1,209 249
Year 2 - Q2 8.01% 5.11% 0.69% 8.11% 11.34% 10.61% 4.48% 10,624 7,886 326 552 23,135 1,202 386
Year2-Q3 8.97% 6.92% 0.65% 7.70% 12.19% 10.10% 5.38% 11,894 10,677 310 524 24,874 1,144 463
Year 2 - Q4 13.12% 10.01% 0.81% 9.62% 13.99% 10.54% 9.31% 17,398 15,450 387 655 28,554 1,194 801
Year 3 - Q1 6.57% 5.84% 1.69% 8.79% 8.66% 9.29% 5.28% 8,704 9,015 803 598 17,677 1,053 455
Year 3-Q2 7.16% 6.47% 1.49% 7.77% 7.64% 8.40% 5.93% 9,499 9,981 710 529 15,595 952 510
Year 3 - Q3 6.47% 6.61% 1.14% 5.95% 5.73% 6.72% 6.07% 8,576 10,199 544 405 11,687 762 522
Year 3 - Q4 6.63% 6.72% 1.12% 5.81% 4.43% 5.58% 7.26% 8,797 10,375 531 396 9,030 633 624
Year 4 8.19% 13.69% 6.93% 11.36% 1.84% 7.54% 16.18% 10,865 21,128 3,294 773 3,758 854 1,392
Year 5 3.35% 7.42% 10.42% 4.64% 0.22% 1.41% 9.84% 4,442 11,455 4,952 316 452 160 847
Year 6 2.45% 5.40% 16.29% 2.43% 0.07% 0.37% 6.44% 3,245 8,335 7,744 165 141 42 554
Year 7 1.86% 3.90% 18.05% 1.55% 0.04% 0.22% 4.32% 2,461 6,025 8,579 106 74 24 371
Year 8 1.34% 2.61% 13.85% 1.05% 0.02% 0.15% 2.99% 1,782 4,027 6,586 72 40 18 257
Year 9 0.94% 1.65% 8.53% 0.72% 0.01% 0.10% 1.99% 1,248 2,544 4,055 49 22 11 171
Year 10 0.68% 1.08% 5.21% 0.48% 0.01% 0.05% 1.27% 901 1,669 2,477 33 11 6 110
Year 11 0.52% 0.79% 3.46% 0.33% 0.00% 0.02% 0.87% 692 1,213 1,645 22 5 3 75
Year 12 0.42% 0.60% 2.29% 0.22% 0.00% 0.01% 0.59% 556 929 1,091 15 2 1 51
Year 13 0.34% 0.46% 1.53% 0.15% 0.00% 0.01% 0.40% 453 712 727 10 1 1 35
Year 14 0.28% 0.35% 1.13% 0.10% 0.00% 0.00% 0.28% 370 544 536 7 0 0 24
Year 15 0.23% 0.27% 0.92% 0.07% 0.00% 0.00% 0.19% 302 415 438 5 - - 16
Year 16 0.19% 0.21% 0.76% 0.05% 0.00% 0.00% 0.13% 246 318 362 3 - - 11
Year 17 0.15% 0.16% 0.62% 0.03% 0.00% 0.00% 0.09% 201 243 294 2 - - 8
Year 18 0.13% 0.12% 0.52% 0.02% 0.00% 0.00% 0.07% 167 190 246 2 - - 6
Year 19 0.09% 0.08% 0.37% 0.01% 0.00% 0.00% 0.05% 114 124 175 1 - - 5
Year 20 0.03% 0.03% 0.12% 0.00% 0.00% 0.00% 0.02% 36 39 58 0 - - 2
Year 21 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 22 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 23 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 24 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 25 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 26 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 27 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 28 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 29 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 30 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 31 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 32 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 33 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 34 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 35 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 36 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 37 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 38 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 39 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 40 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 41 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 42 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 43 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 44 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 45 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 46 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 47 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 48 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 49 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Year 50 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% - - - - - - -
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 132,583 154,314 47,542 6,806 204,047 11,326 8,605
A3Row () A3Row() A3Row() A3Row() A4Row() A5Row() A5Row (i)
Col (1)xE.2 Col (2)xE.2 Col (3)xE.2 Col(4)xE.2 Col(1)xE.2 Col(1)xE.2 Col(2)xE.2
Reference E2Col(1) E2Col(2) E2Col(3) E2Col(4) E2Col(5) E2Col(6) E.2Col(7) Col (1) Col (2) Col (3) Col (4) Col (5) Col (6) Col (7)
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Selected Groups for the Exposure Models and the Average Premium Models

Selected Groups Selected Models
Simple Regression Using Time Judgemental Trend 2

PERSONAL WRITTEN RISK EXPOSURE '

Motorcycles (Rate Classes 310-324, 710-724) 7 year regression (2013-03 to 2020-02)

Lower Mainland (Territory D) 4 year regression (2016-03 to 2020-02)

Maple Ridge and Fraser Valley (Territories E, H) 4 year regression (2016-03 to 2020-02)

All Other Personal Vehicles 4 year regression (2016-03 to 2020-02)
PERSONAL AVERAGE PREMIUM AT CURRENT RATE LEVEL *

Motorcycles (Rate Classes 310-324, 710-724) 33 month regression (2019-10 to 2022-06)

Lower Mainland (Territory D) 33 month regression (2019-10 to 2022-06)

Maple Ridge and Fraser Valley (Territories E, H) 33 month regression (2019-10 to 2022-06)

All Other Personal Vehicles 33 month regression (2019-10 to 2022-06)
COMMERCIAL WRITTEN RISK EXPOSURE '

Long Haul Delivery (Rate Classes 420-436, 450-466) 5 year regression (2015-03 to 2020-02)

Taxi (Rate Classes 690-695) Set equal to "All Other Commercial Vehicles" Trend

All Other Commercial Vehicles 3 year regression (2017-03 to 2020-02)

COMMERCIAL AVERAGE PREMIUM AT CURRENT RATE LEVEL *

Long Haul Delivery (Rate Classes 420-436, 450-466) 24 month regression (2020-07 to 2022-06)
Taxi (Rate Classes 690-695) Set equal to "All Other Commercial Vehicles" Trend
All Other Commercial Vehicles 24 month regression (2020-07 to 2022-06)
OTHER LINES OF BUSINESS WRITTEN RISK EXPOSURE '
Trailer (Rate Classes 510-514, 550-552) 5 year regression (2015-03 to 2020-02)
Off-Road Vehicles (Rate Class 36) 5 Judgment 5%
Temporary Operating Permit (Rate Classes 850-861) Judgment 0%
Manual Basic Set equal to "All Other Commercial Vehicles" Trend

OTHER LINES OF BUSINESS AVERAGE PREMIUM AT CURRENT RATE LEVEL

Trailer (Rate Classes 510-514, 550-552) Judgment 0%

Off-Road Vehicles (Rate Class 36) Judgment 0%

Temporary Operating Permit (Rate Classes 850-861) Set equal to "All Other Personal Vehicles" Trend
Manual Basic Set equal to "All Other Commercial Vehicles" Trend

' Data for March 2020 onwards has been excluded from the risk exposure analysis to remove the impacts from COVID-19.

2 Judgemental trends are selected either by setting equal to a related exposure group, or setting to 0% if ICBC believes the trend should be 0%

3 Average premium trends for Personal are selected using all the available data after Rate Design, excluding the first month due to potential data issues

4 Average premium trends for Commercial are selected using the available complete-year data after Rate Design, due to effects of high seasonality in Commercial

5 The risk exposure growth rate of 5% for Off-Road Vehicles was selected judgmentally to reflect the decline in historical Off-Road Vehicle growth rates and the expectation that
the trend will move towards the lower Personal trend over time.
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A INTRODUCTION

1. The reserving analysis estimates the historical incurred claim counts, and incurred loss
and allocated loss adjustment expenses (ALAE) for the different coverages. The estimation of

unallocated loss adjustments expenses is provided separately in Appendix Set C.6.

2. For Enhanced Accident Benefits (EAB) claims, the analysis combines ICBC’s limited
experience from the first year of the Enhanced Care product with relevant external information,
primarily from Manitoba Public Insurance (MPI). This analysis is described and shown in
Technical Appendix Set C.1. The analysis for the non-EAB claims follows the same general
structure used in the 2021 Revenue Requirements Application (RRA), and is described and
shown in Technical Appendix Set C.2 for the Basic Vehicle Damage Coverage (BVDC) claims,
and in Technical Appendix Set C.3 for Third Party Liability (TPL) claims. The data and
methodology used in the analysis are generally consistent with past RRAs, with relevant
exceptions for each coverage being noted below, or in the technical appendix describing the

analysis for each coverage, as appropriate.

3. The results of the reserving analysis estimated in this Technical Appendix Set C are used
to forecast claims frequencies and severities for future years, as further explained in
Appendix Set C. This represents a consolidation of all claims-related content into Appendix Set C
and Technical Appendix Set C in contrast to the presentation in the 2021 RRA where the
estimation of incurred loss and ALAE was located in Appendix Set D and Technical Appendix

Set D and claims forecasting was located in Appendix Set C.

4. The selected incurred losses and ALAE, and selected recoveries refer to ICBC’s best
estimate of the amounts which ultimately will be paid on claims within each fiscal loss year (FLY).
ICBC’s actuarial analysis of counts, frequencies, and severities are stated on a claim exposure
basis.” Unless noted otherwise, references to loss amounts within this Appendix set should be
understood as being net of recovery amounts, and references to incurred count or incurred

severity should be understood as excluding claims completed with no amount (CNA).2

1 Claim exposures represent the part of a claim raised against one specific coverage component by a claimant. A claim
exposure is created for each claimant making a demand against a particular coverage. A claim may contain multiple
claim exposures related to a single coverage group. The number of claim exposures and the number of claimants under
a coverage are generally the same.

2 A completed claim is a claim where all adjusting activity has been completed. A claim may be completed before all
payments are made, distinct from a closed claim, for which all payments have been made.

Insurance Corporation of British Columbia TA C.0-1
December 15, 2022
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B OVERVIEW OF ICBC’S ACTUARIAL RESERVING METHODOLOGY
B.1  ACTUARIAL METHODS FOR CLAIM EXPOSURE COUNTS

5. The incurred claim exposure counts are analyzed using an actuarial method, referred to
by actuaries as the Incurred Count Development Method. In this method, the actuaries examine
the number of claim exposures (excluding CNA) from each FLY at annual intervals, and calculate
count development factors, which represent the year-to-year changes in a given FLY’s claim
exposure count.®> The actuaries forecast future count development according to accepted
actuarial practice by determining the best estimate count development factors using ICBC’s

historical experience.
B.2 ACTUARIAL METHODS FOR LOSS AND ALAE AMOUNTS

6. The incurred loss and ALAE amounts are analyzed using three actuarial methods which
are referred to by actuaries as the Incurred Development Method, the Paid Development Method,
and the Bornhuetter-Ferguson Method. Each of these methods calls for a review of historical loss

development patterns to determine loss development factors.

7. In the Incurred Development Method, the actuaries examine the case incurred loss and
ALAE amounts for claims from each FLY at annual intervals, and calculate loss development
factors, which represent the year-to-year changes in a given FLY’s case incurred amounts.* The
actuaries forecast future case incurred loss development according to accepted actuarial practice
by determining the best estimate loss development factors using ICBC’s historical experience.
Proper application of this method requires that the timing and level of case reserves, as well as
the rates of closure and payment of claims, should be relatively consistent over time in order to
produce unbiased estimates of the incurred loss and ALAE amounts; and where that does not
hold true, that adjustments are made to the assumptions to remove the bias that otherwise would

exist.

3 Claims from a fiscal loss year (FLY) means claims where the loss occurs within a period beginning on April 1 of one year and ending
on March 31 of the following year. Within these technical appendices, FLYs are labelled based on the calendar year associated with
their ending month. For example, FLY 2022 encompasses claims occurring in the period from April 2021 through March 2022, and
would be labelled as FLY 2022.

4 Case incurred loss and ALAE includes paid loss and ALAE, net of recovered amounts (unless noted otherwise), plus case reserves
established for expected future payments on specific known claims.

Insurance Corporation of British Columbia TA C.0-2
December 15, 2022
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8. Similarly, the application of the Paid Development Method relies on paid loss and ALAE
amounts for claims for each FLY at annual intervals, and loss development factors which
represent the year-to-year changes in a given FLY’s paid loss and ALAE amounts.® The actuaries
forecast future paid loss and ALAE development according to accepted actuarial practice by
determining loss development factors using ICBC’s historical experience that, when applied to
paid loss and ALAE amounts, provide for future loss development for each FLY. Proper
application of this method requires that the timing of paid loss and ALAE amounts should be
relatively consistent over time in order to produce unbiased estimates of the incurred loss and
ALAE amounts, and where that does not hold true, that adjustments are made to the assumptions

to remove the bias that otherwise would exist.

9. The Bornhuetter-Ferguson Method weights the estimate of incurred loss and ALAE for
each FLY resulting from either the Paid Development Method or the Incurred Development
Method with a separately derived prior estimate of the expected incurred loss and ALAE amount
for that FLY. The weights are credibility factors based on the maturity of the experience. The more
mature the experience, the less credibility is given to the separately derived prior estimate of the
expected incurred loss and ALAE amount. The expected incurred loss and ALAE amount is
determined through an examination of the frequency and severity of claims underlying the

incurred loss amounts for sufficiently mature FLYs.
B.3 ACTUARIAL METHODS FOR RECOVERY AMOUNTS

10. Where recovery amounts are analyzed separately, this is done using three methods: the
Paid Recovery Development Method, the Incremental Recovered Amount to Incurred Loss

Method, and the Bornhuetter-Ferguson Method.

11. The Paid Recovery Development Method is similar to the Paid Development Method
discussed above. The actuaries forecast future paid recovery development according to accepted
actuarial practice by determining the best estimate loss development factors for future
development for each FLY. Proper application of this method requires that the timing of paid
recovery amounts should be relatively consistent over time in order to produce unbiased
estimates of the incurred recovery amounts, and where that does not hold true, that adjustments

are made to the assumptions to remove the bias that otherwise would exist.

5The paid loss and ALAE amount on a claim is the actual amount of coverage benefits and expenses already paid by
ICBC, net of recovered amounts (unless noted otherwise).
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12. The Incremental Recovered Amount to Incurred Loss Method examines the historical
pattern of the ratios of incremental recovered amounts to incurred loss and ALAE and uses a
selected ratio for each development period to forecast future incremental recovered amounts.
Proper application of this method requires that the incremental recovered amount ratios from the
historical experience, the timing and level of recovery payments, and their relation to the loss and
ALAE amounts, be relatively consistent over time, and where that does not hold true, that

adjustments are made to the assumptions to remove the bias that otherwise would exist.

13. The Bornhuetter-Ferguson Method weights the estimate from the Incremental Recovered
Amount to Incurred Loss Method with a separately derived prior estimate of the expected incurred
recovery amount. The weights are credibility factors based on the maturity of the experience. The
more mature the experience, the less credibility is given to the separately derived prior estimate
of the expected incurred recovery amount. An expected recovery severity is determined through
an examination of the underlying incurred recovery severities, and the expected incurred recovery

amount is derived by multiplying the expected recovery severity by the incurred count.
B.4 CONSIDERATIONS IN THE APPLICATION OF ACTUARIAL METHODS

14. Many of the actuarial assumptions used in the methods described above rely on
established historical patterns in the claims statistics. The actuaries consider circumstances under
which the past claims experience may lack pertinence for the selection of assumptions about the
future claims experience, and have made appropriate assumptions or adjustments to the methods
where necessary in order to determine the best estimate cost of claims. Such circumstances
include changes in claim closure rates; changes in supplier and claimant behaviours, including
those resulting from the COVID-19 pandemic; and changes in the claims management system
and business processes, including those required to address the change to the Enhanced Care
product, which have affected the handling and coding of claims. These circumstances, where
features of the historical data may cause a change in the relationship between past and future
claims experience underlying the standard actuarial methods, are discussed in more detail in
Technical Appendices C.1.0, C.2.0 and C.3.0.

15. Within each coverage, large claims may occur that represent a meaningful portion of the
total case incurred loss and ALAE amounts for a particular FLY. The impact of large claims on
the development patterns may be significant, and needs to be considered in determining the best

estimate incurred loss and ALAE. In this Application, ICBC has adopted a consistent approach
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across coverages for identifying and adjusting for the impact of unusually large claims in the
reserving analysis. This represents a change from the 2021 RRA where the potential impact of
large claims was considered and adjusted more independently within the analysis of each

coverage.

16. The thresholds for identifying unusually large claim exposures for adjustment in the
reserving analysis have been determined for each sub-coverage based on a review of quantitative
and qualitative factors. These thresholds, which are used in the August 2022 reserve analysis,

are shown in Figure C.0.1 below.

Figure TA C.0.1 — Large Claim Exposure Thresholds for Reserving Analysis

Sub-Coverage Threshold
EAB-MR $2,000,000
EAB-ED $1,400,000
EAB-PI $500,000
EAB-DB $1,000,000
BVDC $250,000
TPL-PD $1,500,000
TPL-BI OOP $1,500,000
17. For claim exposures that exceed the threshold, explicit adjustments are made to remove

the full case incurred amounts from the historical data prior to the application of development
assumptions, in order to avoid those large claims having undue influence on the estimate of future
loss and ALAE amounts. The case incurred amount of the large claims, which is judged to be the
best estimate of the incurred loss and ALAE for those large claim exposures, is then added back
to the results of a method in order to arrive at the incurred loss and ALAE estimate. This
adjustment methodology is consistent with the adjustment methodology described in 2021 RRA,
Technical Appendix D.0 Summary of Analysis, for AB-MR and AB-WB.

18. After the completion of the claims reserving analysis in this Application, it was found that
the large claims adjustments for the historical claims data used in the BVDC reserving analysis
were overstated. While the BVDC data applies a limit of $200,000 to vehicle damage amounts

from ICBC'’s historical claims under the legal-based insurance product (as discussed in Technical
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Appendix C.2), the large claims adjustments were calculated based on the full value of the
historical claims. This affects the net case incurred values for BVDC and the BVDC severity trend
used in the claims forecast analysis, in total resulting in an understatement of the BVDC costs for
PY 2023 by $4 million. Due to the timing of this discovery, and its insignificant size, the BVDC
analysis for PY 2023 continues to rely on the overstated adjustments for large claims, and these
amounts are shown in Technical Appendices C.2.3.3, C.2.3.5, and C.2.4.1.

B.5 ALTERNATIVE METHODS USED FOR EAB RESERVING

19. Following the introduction of the Enhanced Care product on May 1, 2021, ICBC has now
received a significant number of claims under the new EAB coverage. While many of these claims
have been resolved, particularly those involving comparatively minor injuries, many also have
ongoing treatment and compensatory payments, such that the majority of costs for FLY 2022
remains outstanding. It will require many years for the full costs of FLY 2022 claims to be observed
within ICBC’s data, and as a result ICBC cannot fully rely on those actuarial methods that require
a consistent and full history of claims data. In this Application, the actuaries apply alternative
methods for the estimation of incurred claim exposure counts and incurred loss and ALAE, as

outlined below.

20. The claim exposure counts are generally analyzed using the incurred count development
method, making use of EAB claims count data for FLY 2022, and historical development
experience from Accident Benefits claims under the legal-based system. Since ICBC does not
have historical permanent impairment claims, an alternative method is used for this sub-coverage,

based on its relative propensity to Basic crash claims.

21. The loss and ALAE amounts are generally analysed by combining the estimated incurred
counts with an estimated severity for claims in each EAB sub-coverage. In order to estimate
claims severities for the EAB sub-coverages, the actuaries consider MPI historical data, to the
extent that it is expected to be relevant to BC. Discussion on MPI historical claims data, and the
adjustments to make it relevant for use in estimating EAB claims in BC, can be found in Sections B
and C of Technical Appendix C.1.0, respectively. For death benefit claims, although the benefits
have been enhanced, the timing of costs are expected to be relatively similar to that under the
legal-based system in British Columbia, and the actuaries use data from both legal-based death
benefits claims (pre-Enhanced Care) and the first year of Enhanced Care claims to estimate a

starting point for forecasting claim severity.
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22. The incurred loss and ALAE for FLY 2022 is presented on a full value basis, which includes
the cost of expected future increases to claimants based on increases to the BC consumer price
index (referred to as indexation impacts, and described in Section C.4 of Technical
Appendix C.1.0). This represents a change from 2021 RRA where the costs were presented at

the current cost (non-indexed) level.

23. The methodology and assumptions are described in Technical Appendix C.1.0, with

detailed calculations provided separately in Excel format.
C CLAIMS DATA USED FOR ACTUARIAL RESERVING ANALYSIS
C.1 DATA SOURCES

24, Loss and ALAE amounts (including paid loss and ALAE, case reserves, and recoveries)
and claim exposure count data as of August 31, 2022 are extracted from ICBC’s enterprise data
warehouse, organized into an appropriate format, combined, and downloaded into spreadsheets.

The data is gross of reinsurance recoveries.

25. While ICBC continues to maintain claims prior to Claims Transformation (which introduced
a new claims system and business processes over the period from November 2013 through
April 2014) in a legacy system for claims management, the data for these legacy claims has been
migrated from the legacy claims database and is now stored in the enterprise data warehouse,
which provides a single source for all claims data with consistent data definitions and a single
Basic/Optional split algorithm. As of August 31 2022, approximately 3% of all open claims remain

in the legacy system.

26. ICBC relies on MPI historical ultimate claimant loss and count data as published in
MPI’'s 2023 General Rate Application (GRA), and the data underlying MPI's 2023 GRA that is
confidential to MPI and confidential signatories of their regulatory process to analyze the

EAB sub-coverages as explained in Section B of Technical Appendix C.1.0.
C.2 DATA VALIDATION AND CONTROLS

27. ICBC has numerous controls in place to maintain confidence in the reliability and
sufficiency of the data used for actuarial valuation and ratemaking analyses. The claim exposure

count, loss and ALAE data used in each analysis are verified to be consistent with other financial
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records of ICBC through reconciliation of loss amount and claim exposure count data with
accounting records and operational reports. Key claims statistics are also monitored at a high

level in order to identify and investigate any areas of change from established patterns.

28. The actuaries also monitor significant events both internal and external to ICBC that could
impact data reliability. In addition, ICBC’s internal audit department periodically reviews the
completeness of data and the accuracy and control of the algorithm used to assign claims costs

to Basic insurance and Optional insurance (discussed further in Section C.5 below).

29. In connection with the March 2022 (2021/22 fiscal period end) actuarial valuation, ICBC’s
external actuary requested certain data quality tests to be performed by ICBC’s appointed auditor.

These tests included the following procedures:

1) Tests regarding the completeness and accuracy of the claims data, including the new
BVDC and out-of-province bodily injury datasets, a reconciliation of amounts paid in
the 2021/22 fiscal period and amounts remaining unpaid at the end of the 2021/22
fiscal period, to records underlying the audited financial statements for the 2021/22
fiscal period, as well as sample testing of certain attributes, including date of loss.

2) Tests regarding the completeness and accuracy of the claim exposure count data,
including sample testing of certain attributes, including date of loss.

3) Tests of the separation of claims data into Basic insurance and Optional insurance
components, including a review of the work done by ICBC'’s internal audit department

on the separate Basic insurance and Optional insurance claims data.

30. For the March 2022 actuarial valuation, a satisfactory report was received from the

appointed auditor on the results of the work they performed.
C.3 DATA CHANGES

31. The following represent changes in how data is presented from prior filings. Reasons for
these changes include data availability, presentation of data and simplicity of obtaining the data.
Unless stated, these data deviations would not have significant impact on the analysis of incurred

claims estimates.

32. Historical Data used to represent BVDC claims — There were a small number of

hit-and-run claims that existed in the legacy claims management system that were difficult to
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identify accurately. The previous Revenue Requirements Application used an approximation to
remove these claims. The current process no longer removes these claims due to the complexity

of the process and its insignificant impact (for the recent fiscal loss years).

33. Sales Tax Recorded as Recovery - Sales tax amounts collected in connection with the
sale of salvage and which are incorrectly recorded in the claims management system as being
part of the recovered amount on claims for a period ending in June 2017 are no longer being
removed from the historical data selected to represent BVDC. The claims management system
has been recording recovered amounts correctly for BVDC claims, as well as the historical data
for the most recent fiscal loss years. For earlier years, the affected amounts are small in relation
to recovered amounts, and have no significant impact on the actuarial analysis for BVDC.

Therefore, this adjustment was removed to streamline the actuarial analysis.

34. Combining Manual Basic with Plate Owner Loss and ALAE amounts - In previous
RRAs, Manual Basic loss and ALAE amounts were analyzed separately for Plate Owner and
Manual Basic policies, whereas in this Application the Manual Basic claims and Plate Owner
claims are analyzed together on a combined basis. Combining the two policy types in the analysis
created efficiencies and streamlined the actuarial analysis, while not materially impacting the
overall results. When tested on the current Basic insurance coverages’ historical loss and ALAE
amounts, the estimated impact of the combination was primarily seen to affect bodily injury liability

claims, which are largely eliminated under Enhanced Care.
C.4 USE OF LEGAL-BASED CLAIMS DATA FOR BVDC AND TPL COVERAGES

35. Consistent with the 2021 RRA and ICBC’s regular second-quarter reserve analysis, the
analysis of BVDC and TPL claims relies on historical claim data that has been selected to best
represent each of the coverages. Details of the claims data used to represent each of the
coverages are discussed in Technical Appendix C.2 for BVDC claims, and Technical
Appendix C.3 for TPL claims. The claims data used to represent each of the BVDC and TPL

coverages are:

o Basic Vehicle Damage Coverage (BVDC): Historical vehicle Property Damage (PD)

claims that occurred in BC, excluding Hit-and-Run claims.
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e Third Party Liability — Property Damage (TPL-PD): Historical vehicle PD claims that
occurred outside of BC, other-than-vehicle PD claims, and claims for customer

vehicles under garage service operator care.

e Third Party Liability — Out-of-Province Bodily Injury (TPL-OOP BIl): Historical Bodily

Injury claims that occurred outside of BC.

36. This historical data is generated for BVDC and TPL coverages in order to provide
appropriate historical claims statistics and development patterns for use within the actuarial
methods that are applied to claims incurred on and after May 1, 2021, under the Enhanced Care

product.

C.5 FULL FISCAL YEAR OUTLOOK OF CLAIMS DATA

37. In order to maintain consistency in the reserve analysis from one period to another, the
actuaries construct the claims data used for the actuarial methods so that it is aligned with the
fiscal year. This includes a projection of the claims data from August 31, 2022 to March 31, 2023,
which is the end of the current fiscal year. The result of the projection is referred to as outlook
claims data as of the end of the fiscal year. This represents a change from the presentation in the
2021 RRA, but is consistent with the Bodily Injury segment analysis that is undertaken as part of
the reserve review and was filed as supplementary information to the 2019 RRA. This approach
allows for more consistent selection of assumptions by removing impacts from seasonality which

may differ at different valuation dates.

38. To construct the outlook claims data as of March 31, 2023, the data to August 31, 2022 is
combined with a prior expectation of counts and payments over the course of the 2023 fiscal year,
taking into consideration the experience to-date and relevant information from consultation with
internal subject matter experts. The prior expected values used in projecting the data to

March 31, 2023 are derived from the March 2022 reserve review.

C.6 BASIC/OPTIONAL SPLIT OF CLAIMS

39. Third Party Liability — The initial coding of TPL claims does not distinguish between the
portion of an individual claim covered under the compulsory Basic insurance policy and that
portion borne by the Optional third party extension coverage. For this reason, ICBC has
constructed separate databases for Basic insurance TPL and Optional insurance TPL by means

of a computer algorithm. For each claim, the algorithm separates the indemnity loss amount into
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its Basic insurance and Optional insurance components, primarily according to the underlying
Basic TPL policy limit, and then further breaks the claim into its Bl and PD parts, according to the
coverage coding. These separate databases for Basic insurance and Optional insurance claims
permit the actuaries to analyze the Basic Bl and PD loss and ALAE amounts directly using

actuarial methods.

a. ALAE and Additional Payments — Some of the costs associated with claims are not
subject to the TPL policy limit, and must be allocated into Basic and Optional coverage
amounts. In particular, this is the case for ALAE costs paid to investigate and defend
a claim, as well as Additional Payments as defined in the Insurance (Vehicle) Act.
Additional payments consisting of court order interest, third party costs and third party
disbursements are to be paid by ICBC in addition to the indemnity payments, and are
not subject to policy limits. The algorithm assigns ALAE payments and Additional
Payments to Basic insurance, except when Optional insurance loss payments have
been made on a claim. In that case, the algorithm splits the ALAE payments and
Additional Payments between Basic insurance and Optional insurance in proportion to

the Basic and Optional paid loss, respectively.

b. Case Reserves — Case reserves are set separately for expected indemnity loss,
ALAE, and Additional Payment amounts. Case reserves for indemnity loss are added
to the paid loss amount and compared to the Basic TPL policy limit, with any amounts
in excess of the limit being assigned to Optional insurance. Case reserves for ALAE
and Additional Payment amounts are allocated, based on the proportion of the Basic

case reserves for indemnity loss to the total case reserves for indemnity loss.

40. Transitional Hit-and-Run Claims — With the introduction of Enhanced Care, vehicle
damages caused by unidentified drivers (hit-and-run crashes) are no longer covered under Basic
insurance coverage.® However, for a period following May 1, 2021, ICBC at its discretion has
provided payments for hit-and-run vehicle damage to ICBC customers in certain circumstances.
These transitional claims, related to hit-and-run crashes and with no applicable coverage,
continue to be recorded in the claims system as Basic claims and therefore are categorized

initially under BVDC. To avoid overstating the Basic claims costs, these claims are identified and

6 Basic coverage continues, however, to provide compensation for non-vehicle property damage, as well as for injuries
and death resulting from hit-and-run crashes.
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removed through adjustment to the BVDC data that is used for the reserving analysis, removing

them to be part of the Optional insurance data.

41. Bulk Cost Allocation — Due to the unique way that bulk claims costs are handled and the
modernization of systems from Claims Transformation, there are three distinct approaches used
to allocate bulk claim costs. These approaches vary with the three time periods during which
different levels of detail of bulk claims data were available. This is consistent with the approach
described in the 2021 RRA.

a. Bulk claims data prior to 2014 are directly assigned to coverages using kind of loss
(KOL) codes. Bulk costs for each coverage are then split to Basic and Optional in

proportion to the Plate Owner claims costs for that coverage.

b. As a result of Claims Transformation, KOL codes are no longer available for bulk
claims data beginning from 2014. Bulk claim costs from 2014 through FLY 2018 have
been allocated to coverages in proportion to the distribution of KOL codes seen in
2013. Bulk costs for each coverage are then split into Basic and Optional in proportion

to the Plate Owner claim costs for that coverage.

c. Bulk claim costs are now assigned categories based on supplier coding. For bulk
claims costs on loss years aged at least three years (FLY 2019 through FLY 2021), a
Basic/Optional split is calculated based on the proportion of Basic and Optional claims
costs for Plate Owner claims associated with each category. Bulk costs for FLY 2022
and later are split into Basic and Optional in proportion to the calculated total bulk costs

of those previous three years.

42. Manual Basic — While Manual claims data is combined with Plate Owner data in the
actuarial analyses, Manual claims are still required to be allocated into Basic and Optional
insurance components. The allocation of Manual claims is done on an individual claim basis
based on which of four categories the associated policy falls under, as detailed in Figure C.0.2

below.
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Figure TA C.0.2 — Summary of Claim Assignments for Manual Basic

Category

Description

1

All component coverages are Basic insurance.

2

All component coverages are Optional insurance.

AB, statutory Hit-and-Run claims and Underinsured Motorist Protection (UMP)
are Basic insurance. All other component coverages except TPL (Bl and PD)
are Optional insurance. TPL component coverages apply Basic-Optional split
logic as described in paragraph 39.

Garage policy — AB, Hit-and-Run, UMP and TPL limit of $1,000,000 are Basic.
Collision coverage with $1,000 deductible and Specified Perils coverage on
non-owned vehicles are Basic insurance. All other component coverages,
lower deductible on Collision or excess TPL limit are Optional insurance.
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A INTRODUCTION

1. The actuaries estimate loss costs for EAB claims using a frequency/severity approach.
This approach involves estimating the claim exposure frequency and the average cost or severity
for each fiscal loss year (FLY). By multiplying the frequency by the severity, estimated loss costs

for the experience period are determined.

2. This technical appendix documents the methods and assumptions used in the Enhanced
Accident Benefits (EAB) reserving analyses on frequency and severity. Details of the
methodology for the different sub-coverages: Enhanced Medical Rehabilitation (EAB-MR),
Enhanced Disability Benefits (EAB-ED), Permanent Impairment (EAB-PI), and Enhanced Death
Benefits (EAB-DB) are provided in the sections below and in the tables filed in Excel format and

attached to this Technical Appendix.

o Frequency. The actuaries use patterns from ICBC historical claims count data (both
Enhanced Care and pre-Enhanced Care) from FLY 2006 to FLY2022, and rely on reported
EAB claims count data for FLY 2022 in order to establish a starting point for estimating
claims frequencies for the EAB sub-coverages (except for EAB-PI) for FLY 2022. For
EAB-PI, an approach based on the propensity to incur permanent impairment claims

relative to Basic Vehicle Damage Coverage (BVDC) claims is used.

o Severity. In order to establish a starting point for estimating claims severities for EAB
sub-coverages (except for EAB-DB) for FLY 2022, ICBC considers Manitoba Public
Insurance (MPI) historical data, to the extent that it is expected to be relevant to British
Columbia. For EAB-DB, the actuaries use data from both legal-based death benefits
claims (pre-Enhanced Care) and the first year of Enhanced Care claims to establish a

starting point for forecasting claims severity.
3. This technical appendix is organized as follows:

e Section B — MPI Historical Claims Data — Explains how MPI historical ultimate claimant
count and loss data, as published in MPI's 2023 General Rate Application’ (MPI 2023

GRA), are used to derive MPI historical severities.

1 https://apps.mpi.mb.ca/Rate-Application/2023/2023 GRA.pdf
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B

4.

e Section C — ICBC EAB Severities — Describes in detail the steps to adjust MPI
historical severities derived in Section B to determine the FLY 2022 EAB non-indexed and
indexed severities, which are used as the spring-off points for the reserving analyses of

severities for ICBC’s EAB sub-coverages.

e Section D — EAB-MR Selections — Explains the methodologies for estimation of

EAB-MR incurred frequency and severity.

e Section E — EAB-ED Selections — Explains the methodologies for estimation of

EAB-ED incurred frequency and severity

e Section F — EAB-PI Selections — Explains the methodologies for estimation of EAB-PI

incurred frequency and severity

e Section G — EAB-DB Selections — Explains the methodologies for estimation of

EAB-DB incurred frequency and severity

MPI HISTORICAL CLAIMS DATA

As detailed in Technical Appendices C.1.0.1 to C.1.0.4, ICBC uses MPI severity data in

its reserving analysis similar to the methodology used in the December 2020 Ernst & Young

Enhanced Accident Benefits Costing Report that was included in the 2021 Revenue
Requirements Application (RRA), Chapter 3, Appendix C.4.0 (2020 EY EAB Report), as

summarized below:

5.

MPI Claims Data Used for ICBC EAB Severity Analysis
MPI Accident Benefits Other — Indexed EAB-MR
MPI Weekly Indemnity EAB-ED

MPI Accident Benefits Other — Non-Indexed Combined EAB-PI and EAB-DB

In the MPI 2023 GRA, MPI presents its historical severities at current benefit levels. This

means that year-over-year changes in its historical severities for indexed benefits, such as

Accident Benefits Other — Indexed, do not reflect the impact of annual inflationary adjustments to

the benefit levels. Changes in MPI's historical severities thus only reflect the impacts from

changes in the mix of claimants, types of medical treatments utilized, etc.
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6. MPI claims data in Technical Appendix C.1.0.1 to C.1.0.4 are based on the publicly posted
MPI 2023 GRA, with the referenced sources and pages provided.

7. MPI's Ultimate Severities in Technical Appendix C.1.0.1 and Ultimate Loss Costs in
Technical Appendices C.1.0.2, C.1.0.3, and C.1.0.4 are calculated by ICBC based on MPI's data,
but they are not explicitly presented and can not be found directly in MPI 2023 GRA in the format
presented in the Technical Appendices C.1.0.1 to C.1.0.4. The formula for Ultimate Loss Cost is

as follows:

Ultimate Losses Claimant Counts Ultimate Losses

Ultimate Loss Cost = = X
Risk Exposure Risk Exposure Claimant Counts

= Frequency X Severity

C ICBC EAB SEVERITIES

8. MPI’s historical severities are used as a starting point for determining ICBC’s EAB

severities due to the similarity between the EAB coverages and that provided by MPI.

9. For the EAB sub-coverages, ICBC has adjusted MPI's severities for enhancements
introduced over time by MPI, similar to the approach used in the 2021 RRA, because the EAB
sub-coverages are similar to the associated MPI coverages inclusive of these enhancements.
Further adjustments are then applied to the MPI severities to account for the BC specific
differences from MPI’s product pertinent to EAB coverages. Once the historical MPI severities are
adjusted for these differences, they are brought to the cost level underlying FLY 2022, using
trends selected from the historical year-over-year changes in MPI's severities. A severity at the
FLY 2022 level is then selected to be used as a spring-off point from which ICBC’s EAB severities
are forecasted. EAB-ED is treated slightly differently in that the collateral benefits adjustment is
applied to the selected average severity at the FLY 2022 level as the last step to generate a
spring-off point from which EAB-ED severities are forecasted. The collateral benefits adjustment
reflects that ICBC is the second payer for wage loss replacement benefits except when such
deduction is prohibited from the other insurance policies, compared to MPI being first payer in all

cases. This process is described for each EAB sub-coverage in the sections below.
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C.1 EAB-MR SEVERITY

10. Similar to the approach used in the 2021 RRA, MPI’s historical Accident Benefits Other —
Indexed severities are used as a surrogate to forecast ICBC’s EAB-MR severity instead of using
ICBC’s historical Medical Rehabilitation (AB-MR) severities, as the latter do not reflect the

significantly enhanced limits under Enhanced Care or the additional benefits being introduced.

11. ICBC EAB-MR benefits are unlimited according to the Enhanced Accident Benefits
Regulation, whereas MPI has a limit of $7,500,000. Given the very low likelihood of individual
claims exceeding $7,500,000, ICBC believes that there would not be any meaningful difference
in the estimates from using MPI Accident Benefits Other - Indexed severities based on unlimited
or limited medical and rehabilitation expenses. Adjustments to MPI’s historical Accident Benefits
Other — Indexed severities are summarized as follows and described in more detail in sections
C.1.1t0 C.1.3:

Adjustments to MPI's Historical Accident Benefits Other — Indexed Severities

. Personal Injury Adjustment to MPI's historical severities to reflect
Protection Plan enhancements they've introduced over the years for
Enhancement (PIPP) catastrophically injured claimants, to bring them to a

comparable benefit level to EAB

Il.  Provincial Health Adjustment to reflect differences in how MPI and ICBC make
Service adjustment payments to their respective provincial health services for

medical costs borne from motor vehicle accidents

. Trend The historical severities are brought forward to the FLY 2022
level

C.1.1 SEVERITY ADJUSTMENT | - PIPP ENHANCEMENT

12. MPI enhanced their benefits for catastrophically injured claimants in 2009 and made
further enhancements in 2011 and 2015. The additional costs of these enhancements are tracked
separately in the MPI 2023 GRA as PIPP enhancement costs. ICBC’s Enhanced Accident
Benefits actuarial estimates reflect that the benefits provided under EAB-MR coverage are similar

to MPI’s current product including these enhancements.

13. MPI PIPP Enhancement Factor is shown in Technical Appendix C.1.0.5, column (3).
Across FLYs 2013 to 2022, MPI PIPP enhancement increases the Accident Benefits

Other - Indexed loss costs on average by a factor of 1.031. This adjustment factor is applied to
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MPI's Accident Benefits Other - Indexed severities without PIPP enhancement to bring them to

severities with PIPP enhancement level as shown in Technical Appendix C.1.0.6, column (2).

C.1.2 SEVERITY ADJUSTMENT Il - PROVINCIAL HEALTH SERVICE ADJUSTMENT

14. MPI's severities do not include payments made to the Manitoba Health Service
Commission (MHSC) as they are treated as an unallocated loss adjustment expense (ULAE).
ICBC’s payments to the Medical Services Plan (MSP) are allocated to respective individual claims
and thus are a part of allocated loss adjustment expenses (ALAE). A second adjustment factor is
thus applied to reflect these additional costs in the forecast EAB-MR severity. Technical Appendix
C.1.0.7 shows MPI’s projected MHSC costs and the implied adjustment factor for these costs. An
average loading factor is selected based on FLYs 2022 to 2027. Applying this adjustment factor
of 47.70%, the resulting MPI severities after adjustment are shown in Technical Appendix C.1.0.8,

column (2).

C.1.3 SEVERITY ADJUSTMENT Ill - TREND

15. Figure C.1.0.1 below shows the trend in MPI's Accident Benefits Other - Indexed severity,
excluding the impact of annual inflationary impacts to the benefit levels as noted earlier. A ten-year
period from FLY 2013 to 2022 is reviewed and an exponential trend line is fit to the severities
based on MPI's FLY 2013 to 2022 data points, excluding FLYs 2020 and 2021 to remove the
potential influence of COVID-19 on claims costs. This suggests that MPI's Accident Benefits
Other — Indexed severity has been increasing at a rate of 3.1% per year, prior to accounting for

annual inflationary impacts to the benefit levels over this period.

16. Using the selected trend of 3.1%, the historical severities are brought forward to the
FLY 2022 level as shown in Figure C.1.0.2.

17. A spring-off point is then selected to represent the average severity level for FLY 2022.
This point is used as the starting point to forecast EAB-MR severity. The spring-off point is
selected as the average of the adjusted severities from the latest six fiscal loss years, excluding
the lowest and highest years. This selection balances stability and responsiveness by including
six recent historical years while limiting the impact of extreme values observed at the low and high
end. This results in a selected severity spring-off point of $10,780 as shown below in
Figure C.1.0.2, column (4).
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Figure C.1.0.1 — MPI Accident Benefits Other — Indexed Severity Trend Review

Figure C.1.0.1 - MPI Accident Benefits Other — Indexed Severity Trend Review
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Fiscal Loss Year
MPI Ultimate Severity Adjusted to BC 2013-2022 Exponential Trendline

MPI Ultimate Severity Adjusted to BC from TA C.1.0.8 column (2).
2013-2022 Exponential Trendline from fitted exponential regression on MPI Ultimate Severity Adjusted to BC
excluding FLYs 2020 and 2021.

Figure C.1.0.2 — MPI Accident Benefits Other — Indexed Severities at FLY 2022 Cost Level

. MPI Ultim laiman Adj MPI Ultim laiman
Fiscal Loss Severity Adjusted o BC Trend Factor Severtty Trended to FLY 2022
(1) (2) (3)=(1) x (2)
2013 $7,962 1.312 $10,449
2014 $7,228 1.273 $9,203
2015 $7,340 1.235 $9,068
2016 $8,464 1.199 $10,145
2017 $10,661 1.163 $12,399
2018 $9,392 1.128 $10,598
2019 $7,442 1.095 $8,148
2020 $9,330 1.062 $9,910
2021 $13,505 1.031 $13,919
2022 $10,212 1.000 $10,212
(4)

Selected spring-off point: Average 2017-2022 excluding high and low $10,780

(1) From Technical Appendix C.1.0.8 column (2).
(2) = (1+ selected trend of 3.1%) * (2022 — FLY).
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C.2 EAB-ED SEVERITY

18. Similar to the 2021 RRA, MPI's historical Weekly Indemnity severities are used as a
surrogate to forecast ICBC’s EAB-ED severity instead of using ICBC’s historical Weekly Benefits
(AB-WB) severities, as the latter do not reflect the additional categories of claimants who are

eligible for the benefits or the increased limits of the benefits under Enhanced Care.

19. Adjustments to MPI’s historical Weekly Indemnity severities are summarized as follows

and described in more detail in sections C.2.1 to C.2.4:

Adjustments to MPI's Historical Weekly Indemnity Severities

. PIPP Enhancement Adjustment to MPI's historical severities to reflect
enhancements MPI has introduced over the years for
catastrophically injured claimants, to bring them to a
comparable benefit level to EAB.

Il Population and wage Adjustments to reflect differences in average employment
adjustments income, tax rates, and mix of claims between British
Columbia and Manitoba.

. Trend The historical severities are brought forward to the
FLY 2022 level by applying trend factors.

IV. Collateral benefits Adjustment to reflect that ICBC is the second payer for wage
loss replacement benefits except when such deduction is
prohibited from the other insurance policies, compared to
MPI being first payer in all cases.

C.2.1 SEVERITY ADJUSTMENT | — PIPP ENHANCEMENT

20. ICBC’s EAB actuarial estimates reflect that the benefits provided under EAB-ED
sub-coverage are similar to MPI’s current product, including the PIPP enhancement. The MPI
PIPP Enhancement Factor is shown in Technical Appendix C.1.0.9, column (3). Across
FLYs 2013 to 2022, MPI PIPP enhancement increases the Weekly Indemnity loss costs on
average by a factor of 1.016. This adjustment factor is applied to MPI’'s Weekly Indemnity
severities without PIPP enhancement to bring them to severities with PIPP enhancement level as

shown in Technical Appendix C.1.0.10, column (2).
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C.2.2 SEVERITY ADJUSTMENT Il - POPULATION AND WAGE ADJUSTMENTS

21. With the expansion of eligible claimants under EAB including students, minors,
non-earners, etc., and known and observable differences in average wage levels between
Manitoba and British Columbia, an adjustment is made to bring the MPI claimant severities to
reflect British Columbia’s population and wage levels. Manitoba’s average net incomes by
claimant category are compared to BC to determine wage adjustment factors. For example, a
full-time worker in British Columbia averaged $59,298 in net income in 2020, compared to an
average of $49,621 for Manitoba, producing a relative wage adjustment factor of $59,298 +
$49,621 = 1.20. Similar adjustment factors are determined for the other claimant categories
including part-time and temporary workers, students and minors. Using the adjusted severities by
claimant category as described above, and the mix of EAB-ED claim exposures reported to ICBC,
the overall severity across all claimants adjusted to British Columbia is compared to the overall
severity from MPI to determine the adjustment factor shown in Technical Appendix C.1.0.11,

column (3).

22. The selected adjustment factor for population and wage differences between Manitoba
and British Columbia is 1.197 based on the observed period from FLYs 2016 to 2019 as shown
in Technical Appendix C.1.0.11, row (a). The figures provided by MPI are case incurred, meaning
they have not been developed to their ultimate level, thus the values for FLYs 2020 and 2021
may not be reflective of the ultimate cost level given their relative immaturity. Therefore, an
average of the latest 4 years offset by 2 years is selected to remove any influence from the latest
2 years. Severities adjusted to BC population and wage level are shown in Technical Appendix
C.1.0.12, column (2).

C.2.3 SEVERITY ADJUSTMENT Ill - TREND

23. Figure C.1.0.3 below shows the trend in MPI’'s Weekly Indemnity severity, excluding the
impact of annual inflationary impacts to the benefit levels as noted earlier. A ten-year period from
FLY 2013 to 2022 is reviewed and an exponential trend line is fit to the severities based on the
FLY 2013 to 2022 data points, excluding FLYs 2020 and 2021 to remove the potential impact of
the COVID-19 pandemic on claims costs. This suggests MPI's Weekly Indemnity severity has
been increasing at a rate of 1.3% prior to accounting for annual inflationary impacts to the benefit

levels.
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24, Using the selected trend of 1.3%, the historical severities are brought forward to the
FLY 2022 level as shown in Figure C.1.0.4. To represent the selected average severity level for
FLY 2022 as shown in Figure C.1.0.4 column (4), an average of the adjusted severities from the
latest six fiscal loss years, excluding the lowest and highest years is selected. This selection
balances stability and responsiveness by including six recent historical years while limiting the

impact of extreme values observed at the low and high end.

Figure C.1.0.3 — MPI Weekly Indemnity Severity Trend Review
Figure C.1.0.3 - MPI Weekly Indemnity Severity Trend Review
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MPI Ultimate Severity Adjusted to BC from TA C.1.0.12 column (2).
2013-2022 Exponential Trendline from fitted Exponential Regression on MPI Ultimate Severity Adjusted to BC excl. FLYs 2020 and
2021.

Figure C.1.0.4 — MPI Weekly Indemnity Severities at FLY 2022 Cost Level

Fiscal Loss MPI l.JItima.te Claimant Trend Factor Adjustgd MPI Ultimate Claimant
Year Severity Adjusted to BC Severity Trended to FLY 2022
(1) (2) B =) x(2)
2013 $53,588 1.118 $59,935
2014 $49,893 1.105 $55,113
2015 $56,211 1.091 $61,325
2016 $60,757 1.077 $65,465
2017 $65,180 1.064 $69,362
2018 $59,603 1.051 $62,643
2019 $53,874 1.038 $55,923
2020 $60,733 1.025 $62,263
2021 $72,412 1.013 $73,318
2022 $59,252 1.000 $59,252
4)
Selected: Average 2017-2022 excluding high and low $63,380

(1) From Technical Appendix C.1.0.12 column (2).
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(2) = (1+ selected trend of 1.3%) A (2022 — FLY).

C.2.4 SEVERITY ADJUSTMENT IV - COLLATERAL BENEFITS

25. Another difference from MPI’s PIPP is that ICBC’'s EAB generally act as second payer,
meaning available recovery from other sources of benefits such as Employment Insurance (El)
and private group disability plans are deducted from ICBC’s ED benefits. The MPI claimant
severities are therefore further adjusted to account for the portion of BC claims that is covered by

other benefit providers.

26. The process to determine this adjustment is presented in Figure C.1.0.5. Per ICBC’s
internal analysis, El pays an average of $1,957 per claimant during the disability period. Aside
from El, other sources of benefits are found to pay 20% of the remaining income replacement and
indemnity benefits, whereas ICBC pays 80%. Since non-earners do not have El and/or other
sources of benefits, the collateral benefits adjustment is only applicable for earners. ICBC’s claims
experience to-date shows that 93% of EAB-ED claim exposures are earners, and 7% are
non-earners, and these proportions are used as the weights to calculate the overall collateral
benefits reduction factor of 79%. This represents a change from the approach used in the
2020 EY EAB Report in the 2021 RRA, which was based on assumptions regarding the proportion
of workers with a group disability plan and the percentage of earnings covered by such plans,
which generated a collateral benefits reduction factor of 85%. These assumptions are no longer
required because ICBC has sufficient experience under Enhanced Care to estimate this
adjustment. The lower reduction factor in this Application of 79% as compared to the
85% reduction factor in 2021 RRA has the effect of lowering the EAB-ED severity estimate, all

else being equal.

27. Before making the collateral benefits adjustment, the average MPI claimant severity at the
FLY 2022 cost level, including PIPP enhancements and adjusted to reflect BC population and
wage levels, is $63,380. After making the collateral benefits adjustment, the selected EAB-ED
severity for FLY 2022 is $49,979, which is the spring-off point as shown in Figure C.1.0.5, row (g).
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Figure C.1.0.5 - Collateral Benefits Reduction Factor

Calculation of Collateral Benefits Reduction Factor
FLY 2022 EAB-ED severity before Collateral
(a) Benefits Adjustment $63,380
(b) Average El benefit payment $1,957
(c)=(a)-(b) Severity after El payment $61,423
(d) Proportion of income replacement and indemnity 80%
benefits ICBC pays °
(e) Proportion of earners 93%
f)=1-(e) Proportion of non-earners 7%
(g)=(c)x(d) x (e) +(a) x (f) | FLY 2022 EAB-ED Severity After Adjustment $49,979
(h)=1(g)/(a) Collateral Benefits Reduction Factor 79%
(a) From Figure C.1.0.4 column (4).
(b), (d) From ICBC'’s internal analysis.
(e) From ICBC'’s internal database.
C.3 COMBINED EAB-PI AND EAB-DB SEVERITY
28. EAB-PI is a new benefit introduced under Enhanced Care, so ICBC does not have

historical permanent impairment data. ICBC’s historical Death Benefits (AB-DB) claims do not
include experience for the enhancement introduced under EAB, namely the increase in benefit
levels for the lump sum payments to the surviving spouse and/or dependants as well as the
introduction of the Grief Counselling and Permanent Impairment benefits. MPI's historical
Accident Benefits Other — Non-Indexed severity is therefore used as a surrogate to forecast the
combined EAB-PI and EAB-DB severity. MPI Accident Benefits Other — Non-Indexed is a
combination of permanent impairment and death benefits, so this section describes the
determination of the combined EAB-PI and EAB-DB severity. In later sections, the split of the
combined EAB-P| and EAB-DB severity into separate EAB-PI and EAB-DB severities is described
(Sections F.2 and G.2 respectively).
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29. Adjustments to MPI’s historical Accident Benefits Other — Non-Indexed severities are

summarized as follows and described in more detail in Sections C.3.1 to C.3.3:

Adjustments to MPI's Historical Accident Benefits Other — Non-Indexed Severities

. PIPP Enhancement Adjustment to MPI's historical severities to reflect
enhancements MPI has introduced over the years for
catastrophically injured claimants, to bring them to a
comparable benefit level to EAB.

. Wage Adjustments Adjustments to reflect differences in average employment
income between BC and Manitoba.

. Trend The historical severities are brought forward to the
FLY 2022 level.

C.3.1 SEVERITY ADJUSTMENT | — PIPP ENHANCEMENT

30. ICBC’s EAB actuarial estimates reflect that the benefits provided under the EAB-PI
sub-coverage are similar to MPI's current product including these enhancements. MPI PIPP
Enhancement Factor is shown in Technical Appendix C.1.0.13, column (3). Across FLYs 2013 to
2022, MPI PIPP enhancement increases the Accident Benefits Other — Non-Indexed loss costs
on average by a factor of 1.091. This adjustment factor is applied to MPI's Accident Benefits Other
— Non-Indexed severities without PIPP enhancement to bring them to the severities with PIPP

enhancement level as shown in Technical Appendix C.1.0.14, column (2).

C.3.2 SEVERITY ADJUSTMENT Il - WAGE ADJUSTMENT

31. The lump sum payment to the surviving spouse/dependants is based on the deceased’s
gross income, thus an adjustment is applied to account for differences in average income between
the provinces. Per Statistics Canada, British Columbia’s 2020 average gross income of $47,200 is
higher than Manitoba’s $44,200 by a factor of 1.068.2 This factor is used to adjust the MPI

severities to the BC average income level as shown in Technical Appendix C.1.0.15.

C.3.3 SEVERITY ADJUSTMENT Ill - TREND

32. Figure C.1.0.6 below shows MPI's historical Accident Benefits Other — Non-Indexed
severity. A ten-year period from FLY 2013 to 2022 is reviewed. This suggests MPI's Accident
Benefits Other — Non-Indexed severity has been decreasing. A flat trend is selected. Using the

2 https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110024001
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selected trend of 0%, the historical severities are brought forward to the FLY 2022 level as shown
in Figure C.1.0.7.

33. The spring-off point is selected as the average of the adjusted severities from the latest
six FLYs, excluding the lowest and highest years. This selection balances stability and
responsiveness by including six recent historical years while limiting the impact of extreme values
observed at the low and high end. This results in a selected severity of $25,154 as shown on

column (4) in Figure C.1.0.7.

Figure C.1.0.6 — MPI Accident Benefits Other — Non-Indexed Severity Trend Review

Figure C.1.0.6 - MPI Accident Benefits Other — Non-Indexed Severity Trend Review
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Figure C.1.0.7 — MPI Accident Benefits Other — Non-Indexed Severities at FLY 2022 Cost
Level

Fiscal Loss MPI l_.lltima_te Claimant Trend Factor Adjustt:zd MPI Ultimate Claimant
Year Severity Adjusted to BC Severity Trended to FLY 2022
(1) (2) (3)=(1)x(2)
2013 $25,115 1.000 $25,115
2014 $25,802 1.000 $25,802
2015 $29,844 1.000 $29,844
2016 $28,121 1.000 $28,121
2017 $29,112 1.000 $29,112
2018 $27,704 1.000 $27,704
2019 $24,434 1.000 $24,434
2020 $22,807 1.000 $22,807
2021 $25,672 1.000 $25,672
2022 $22,460 1.000 $22,460
(4)
Selected spring-off point: Average 2017-2022 excluding high and low | $25,154

(1) From Technical Appendix C.1.0.15 column (2).
(2) (1+selected trend of 0%) * (2022 — FLY).

C.4 INDEXATION

34. Benefits for the EAB-MR and EAB-ED sub-coverages under Enhanced Care are updated
annually based on the BC consumer price index (CPI). This means payments to a claimant will
increase over time. For example, for customers collecting Income Replacement benefits under
the EAB-ED sub-coverage, their benefits are calculated as a percentage of their Gross Yearly
Employment Income. These benefits are increased annually with BC CPI inflation, so that

generally the real value of the benefits does not erode over time.

35. EAB-MR and EAB-ED are subject to indexation because payments are made over an
extended period of time, whereas EAB-PI and EAB-DB are lump sum payments that are not
subject to indexation. As discussed in section B above, the spring-off points calculated for each
sub-coverage in the sections above are stated at current benefit levels (i.e., not indexed).
According to the Enhanced Accident Benefits Regulation the BC benefit limits must be adjusted
with the BC CPI for the fiscal year beginning on April 1, 2022 (fiscal year (FY) 2023) and for each
fiscal year after that, capped to a maximum of 6.0%. The BC CPI inflation of 2.8% for calendar
year 2021 will apply to FY 2023, and forecasts of BC CPI inflation have been assumed to apply
to subsequent fiscal years, as shown in Figure C.1.0.8 below. The BC CPI inflation forecast has

increased since the 2021 RRA, where a 2.0% inflation rate was assumed for all years.

Insurance Corporation of British Columbia TA C.1.0-14
December 15, 2022



i ‘ 2023 RRA Chapter 3, Technical Appendix TA C.1.0 - EAB Claims Reserving Analysis

Figure C.1.0.8 — BC Consumer Price Index Inflation

Fiscal Year BC CPI Inflation BC CPI Inflation Capped
(1) (2)
2023 2.8% 2.8%
2024 7.0% 6.0%
2025 3.9% 3.9%
2026 2.4% 2.4%
2027 2.2% 2.2%
2028+ 2.0% 2.0%

(1) From Table on page 50 of September 2022 BC Budget.
(2) 6.0% cap applied to column (1).

36. Indexation adjustments are applied to the future loss and ALAE payments for FLY 2022.
The calculation is outlined below, and presented in Technical Appendix C.1.0.16. The final EAB

severities (both indexed and non-indexed) are shown in Figure C.1.0.9.

37. EAB-MR and EAB-ED severities (non-indexed) are distributed to the future years in which
payments will be made, based on loss development factors from MPI. The BC CPI inflation
forecast is then used to calculate an indexation factor for each payment year. Indexation for
EAB-ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation
is applied all at once for all claims at the beginning of the fiscal year. The non-indexed severity
amounts are combined with the indexation factor to generate indexed severity amounts for each
payment year. For a given claim, the payments taking place in the first year are not impacted by
indexation, but payments in subsequent years are increased by the applicable indexation factor.
The final indexed severity is then calculated as the sum of the payment year indexed severity

amounts.
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Figure C.1.0.9 — EAB Severity Summary

Severity ($) EAB-MR EAB-ED EAB-PI&DB
(1) (2) (3)
(@) FLY 2022 Non-Indexed 10,780 49,979 25,154
(b) FLY 2022 Indexed 13,290 67,701 n/a

(1a) FLY 2022 Non-Indexed Severity - from Figure C.1.0.2 column (4).
(2a) FLY 2022 Non-Indexed Severity - from Figure C.1.0.5 row (g).

(3a) FLY 2022 Non-Indexed Severity - from Figure C.1.0.7 column (4).
(1b) FLY 2022 Indexed Severity - from Technical Appendix C.1.0.16 (14b).
(2b) FLY 2022 Indexed Severity - from Technical Appendix C.1.0.16 (15b).

D EAB-MR SELECTIONS

38. Sections D.1 and D.2 explain the methods and assumptions used in the EAB-MR

reserving analysis.

39. Technical Appendix set C.1.1 shows the calculations for incurred count, incurred severity,
incurred loss and allocated loss adjustment expenses (ALAE), and incurred frequency for
FLY 2022 (11 months EAB-MR) as summarized in Figure C.1.0.10.

Figure C.1.0.10 — Final Selections for EAB-MR

Technical o .

Appendix Description Selection

C.1.11 Summary

C.1.1.21to0 Incurred Count Development Baseline assumption (average 4) to 108 months is
C.1.1.23 Method (AB-MR data) selected

40. Incurred loss and ALAE is calculated as the product of the selected incurred count and

the selected incurred severity, described in the following sections. Incurred frequency is
calculated as the ratio of incurred count to risk exposure. Note that count and risk exposure for
FLY 2022 only include the 11 months of experience under Enhanced Care (from May 1, 2021 to
March 31, 2022).

D.1 EAB-MR COUNT SELECTIONS

41. The actuaries analyze incurred count using the incurred count development method. The
historical Medical Rehabilitation (AB-MR) count development is used as a surrogate to forecast

count development for the EAB-MR sub-coverage because the reporting pattern for medical and
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rehabilitation claims under Enhanced Care in BC is expected to be reasonably similar to that for

medical and rehabilitation claims under the legal-based product.

42. The baseline selection for AB-MR count development factors is the average of the four
most recent values. The use of a baseline helps maintain consistency in the selected development
factors from one reserve review to another. The baseline selection is used for all development

periods to 108 months in the August 2022 reserving analysis, as summarized in Figure C.1.0.10.

D.2 EAB-MR SEVERITY SELECTIONS

43. The selected incurred severity for FLY 2022 (11 months) is based on the MPI severity,
with appropriate adjustments, as described in Section C above. The selected incurred severity is

shown in Technical Appendix C.1.1.1, column (3).

E EAB-ED SELECTIONS

44, Sections E.1 and E.2 explain the methods and assumptions used in the EAB-ED reserving
analysis. Since the EAB-ED reserving analysis relies in part on the results of the AB-WB

(legal-based) reserving analysis, Section E.3 describes that analysis.

45, Technical Appendix set C.1.2 shows the calculations for incurred count, incurred severity,
incurred loss and ALAE, and incurred frequency for FLY 2022 (11 months EAB-ED) as

summarized in Figure C.1.0.11.

Figure C.1.0.11 — Final Selections for EAB-ED

Technical o .

Appendix Description Selection

C.1.21 Summary

C1.221to Incurred Count Development Development assumptions are the same as AB-WB
C.1.223 Method (AB-WB data) (described in Figure C.1.0.12)

C.1.2.3.1 Summary of Estimates of Incurred severity from Figure C.1.0.9

Incurred Loss and ALAE

46. Incurred loss and ALAE is calculated as the product of the selected incurred count and

the selected incurred severity, described in the following sections. Incurred frequency is

calculated as the ratio of incurred count to earned risk exposure. Note that count and risk
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exposure for FLY 2022 only include the 11 months of experience under Enhanced Care (from
May 1, 2021 to March 30, 2022).

E.1 EAB-ED COUNT SELECTIONS

47. The actuaries analyze incurred count using the incurred count development method. The
historical Weekly Benefits (AB-WB) count development is used as a surrogate to forecast count
development for the EAB-ED sub-coverage, because the reporting pattern for EAB-ED claims
under Enhanced Care in BC is expected to be reasonably similar to that for AB-WB claims under

the legal-based product.

48. The baseline selection for AB-WB count development factors is the average of the four
most recent values. The use of a baseline helps maintain consistency in the selected development
factors from one reserve review to another. The baseline is selected in the August 2022 reserving

analysis as summarized in Figure C.1.0.11.

E.2 EAB-ED SEVERITY SELECTIONS

49. The selected incurred severity for FLY 2022 (11 months) is based on the MPI severity,
with appropriate adjustments, as described in Section C above. The selected incurred severity is

shown in Technical Appendix C.1.2.1, column (4).

E.3 AB-WB LOSS AND ALAE ANALYSIS

50. This Section explains the actuarial reserving analysis applied to ICBC’s historical AB-WB
data. The results of the AB-WB analysis are used to determine a severity trend due to factors
other than price inflation, which is applied in the forecast of EAB-ED costs for policy year 2023 as
discussed in Section E of Appendix C.1.0, and referred to as the non-inflationary trend. The non-
inflationary trend reflects the underlying trend for changes in mix assuming the same non-
inflationary pressure that is influencing costs within the AB-WB coverage is expected to continue

in the first few years under EAB-ED.

51. The actuaries analyze the AB-WB loss and ALAE amounts using the Incurred

Development Method, the Paid Development Method, and the Bornhuetter-Ferguson Method.
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These methods are described in Technical Appendix C.0 and the numerical tables are provided

in Technical Appendix Set C.1.2, which is filed separately in Excel format.

52. There are three features of the historical WB data that may cause assumptions inherent
to the three methods listed above used for estimation of the amounts of incurred loss and ALAE

not to hold. These features are:

e Cleanup of Inactive Claim Exposures — In FY 2019, efforts were undertaken to
reduce the number of inactive accident benefits claim exposures, on both a one-time and
ongoing basis. This resulted in a reduction of pending AB-WB claims across a number of
fiscal loss years, including the movement of some claims from open to closed with no
amount (CNA) status. Where the pending claims carried case reserves, this also produced
a reduction in case incurred amounts. This effect can be seen to produce unusually low
development factors in FY 2019 both for counts and case incurred amounts, in Technical
Appendices C.1.2.2.2 and C.1.2.3.4 respectively (24-to-36 months for FLY 2018, 36-t0-48
months for FLY 2017, 48-to-60 months for FLY 2016, et cetera).

e Structured Settlements — Between June 2010 and May 2016, ICBC purchased
262 WB structured settlements for claimants who are expected to be disabled for life.
Under these structured settlements, claimants receive guaranteed disability payments
until the age of 65. Disability payments cease if a claimant is either no longer disabled or
dies. The cost of purchasing these structured settlements has been paid in full to the
provider life insurance companies at the time of purchase; however, ICBC remains
financially responsible for these claims and continues to account for the full liability on its

balance sheet.

e Large Claims — The large claims threshold for the AB-WB reserving analysis is
$750,000. For claim exposures that exceed the threshold, the full case incurred amount
is removed from the triangle data used for LDFs selection in Technical Appendix C.1.2.3.3,
and included in the selected incurred loss and ALAE in Technical Appendix C.1.2.3.1.
There are three large claims that occurred in FLYs 2014, 2015 and 2020 respectively
which represent a meaningful portion of each respective FLY total AB-WB case incurred
loss and ALAE amounts. The FLY 2014 claim is closed with payment in excess of

$0.8 million. The FLY 2015 claim is closed with payment in excess of $0.3 million. The
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FLY 2020 claim is valued in excess of $0.9 million in expected AB-WB payments as of
August 31, 2022.

53. In accordance with accepted actuarial practice, in those cases where the assumptions
inherent to a method do not hold, adjustments have been made so that the assumptions do hold
true, or the results of the method are not used. These adjustments are discussed in more detail

below.

54. Actuarial Response — Incurred Count Development Method - Future count
development is not expected to follow the same pattern seen in the FY 2019 data, which was
affected by the cleanup of the inactive claim exposures. The average of the three most recent
development factors (Average 3) is selected to avoid reliance on the low factors in FY 2019, as

summarized in Figure C.1.0.12.

55. Actuarial Response - Incurred Development Method - Claims with structured
settlements are excluded and analyzed separately, and an explicit adjustment is made to provide
for the impact of the large outstanding claims in the historical data. Future loss development is
not expected to follow the same pattern seen in the FY 2019 data, which was affected by the
cleanup of the inactive claim exposures. The average of the three most recent development
factors (Average 3) is selected to avoid reliance on the low factors in FY 2019, as summarized in
Figure C.1.0.12.

56. As a result of the requirement to account for the outstanding payments to claimants under
a structured settlement, the total liability for the structured settlement claims is estimated
separately as shown in Technical Appendix C.1.2.3.13. Historical data related to claims with
structured settlements is removed from the analysis as shown in Technical Appendix C.1.2.3.2,
column (2). Technical Appendix C.1.2.3.3 (2) shows both structured settlements and large claims
amounts in triangle format. The total liability of the structured settlement claims is then added
back to the incurred loss estimate from the Incurred Development Method. This is consistent with
the methodology used in the 2021 RRA.

57. In applying the Incurred Development Method to loss and ALAE amounts, the impact of
the large claims on the case incurred loss and ALAE amounts is meaningful, and needs to be
considered in determining the best estimate incurred loss and ALAE. An explicit adjustment has

been made to remove the amount of the large claims to avoid the large claims having undue

Insurance Corporation of British Columbia TA C.1.0-20
December 15, 2022



i ‘ 2023 RRA Chapter 3, Technical Appendix TA C.1.0 - EAB Claims Reserving Analysis

influence on the estimate of the future loss and ALAE amounts. The case incurred amounts of
the large claims, which are judged to be the best estimates of the incurred loss and ALAE for the
large claims, are then added back to the estimate, as shown in Technical Appendix C.1.2.3.2, to
arrive at the incurred loss and ALAE amount. This is consistent with the adjustment applied in the
2021 RRA.

58. Actuarial Response — Paid Development Method — Explicit adjustments are made to

provide for the impact of structured settlements and large claims in the historical data.

59. As a result of the requirement to account for the outstanding payments to claimants under
a structured settlement, the purchase price for each structured settlement is removed from the
paid loss and ALAE data. Scheduled payments made under each purchased annuity contract up
to March 31, 2023 are then added back to the data (see Technical Appendix C.1.2.3.8 for further
detail of these adjustments in triangle format). This is consistent with the methodology used in the
2021 RRA.

60. Explicit adjustments are made to the paid loss and ALAE amounts on specific large claims.
This is because the case incurred loss and ALAE for those large claims is judged to be the best
estimate of the incurred loss and ALAE for those large claims rather than an estimate derived
from the product of the cumulative paid loss and ALAE amount and the selected loss development
factor. An explicit adjustment has been made to FLYs 2014, 2015 and 2020. This is consistent
with the adjustment applied in the 2021 RRA.

61. Technical Appendix Set C.1.2 shows the calculations for incurred count, incurred severity,
incurred loss and ALAE, and incurred frequency for AB-WB from FLYs 2006 to 2022 (1 month)

from the reserving selections summarized in Figure C.1.0.12.

62. The baseline selection for AB-WB count development factors and AB-WB loss
development factors is the average of the four most recent values. The use of a baseline helps
maintain consistency in the selected development factors from one reserve review to another.
Departures from the baseline selection are made when circumstances warrant and are discussed

in the following figure.

63. The Technical Appendices referred to in Figure C.1.0.12 are filed separately in Excel

format.
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Figure C.1.0.12 — Final Selections for AB-WB

Technical

Appendix Description Selection

C1.21 Summary

C1.221to0 Incurred Count Development e Baseline is used from 24 to 36 months."

C1.223 Method e “Average 3” is used from 36 to 96 months’ to rely
on the period following the cleanup of inactive
claim exposures.

e Baseline is used from 96 to 120 months.!

C.1.2.3.1 Summary of Estimates of e Average of Incurred and Paid Development

Incurred Loss and ALAE Methods for FLYs 2019 and prior.2

e Average of Paid Development Method and Paid
Bornhuetter-Ferguson Method for FLYs 2020 to
2022 (1 month).2

C.1.232to Incurred Development Method e “Average 3” is used from 24 to 72 months? to rely

C.1.235 on the period following the cleanup of inactive
claim exposures.

e Baseline is used from 72 to 216 months.3

C.1.2.3.6to Paid Development Method e Baseline is used from 24 to 216 months.*
C.1.2.3.11 e A tail factor of 1.0532 is used for 216 months to
ultimate.*
C.1.2.3.12 Paid Bornhuetter-Ferguson e Expected loss and ALAE for a FLY is the product
Method of incurred count and incurred severity. Incurred

severity for FLYs 2006 through 2019 is from an
exponential trend of indicated incurred severities
from FLYs 2006 to 2016, incurred severity for FLY
2020 is based on a separate Rate Affordability
Action Plan (RAAP) severity estimate, incurred
severity for FLY 2021 and FLY 2022 are based on
that of FLY 2020 trended forward by 1 and
1.5 years respectively using the exponential trend.

C.1.2.3.13 Structured Settlement Claimants

1) This represents a change from the 2021 RRA where “Average 2” is used from 17 to 29 months, “Average 1” is used
from 29 to 41 months, “Average 6” excluding high and low factors” is used from 41 to 113 months.

2) This represents a change from the 2021 RRA where the selections are average of Incurred and Paid Development
Methods for FLYs 2014 and prior, Paid Development Method for FLYs 2015 to 2016, Paid Bornhuetter-Ferguson
Method for FLYs 2017 to 2020.

3) This represents a change from the 20121 RRA where the “Average 2" is used from 17 to 29 months, Baseline is
used from 29 to 41 months, “Average 3” is used from 41 to 53 months, “Average 2" is used from 53 to 65 months,
“Average 1” is used from 65 to 77 months, Baseline is used from 77 to 209 months.

4) This represents a change from the 2021 RRA where “Average 2” is used from 17 to 29 months, “Average 1” is used
from 29 to 41 months, Baseline from 41 to 209 months, a tail factor of 1.048 is used for 209 months to ultimate.
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F EAB-PI SELECTIONS

64. Sections F.1 and F.2 explain the methods and assumptions used in the EAB-PI reserving

analysis.

65. Analyzing EAB-PI and EAB-DB separately enables ICBC to refine the analysis and
support a separate cost forecast for each of these sub-coverages. This represents a change from
the approach in the 2021 RRA where EAB-P| and EAB-DB were analyzed on a combined basis
due to the nature of MPI Accident Benefits Other — Non-Indexed data which combines MPI's

permanent impairment and death benefits.

66. Technical Appendix Set C.1.3 shows the calculations for incurred count, incurred severity,
incurred loss and ALAE, and incurred frequency for FLY 2022 (11 months EAB-PI) from the

reserving selections summarized in Figure C.1.0.13.

Figure C.1.0.13 — Final Selections for EAB-PI

Technical o .

Appendix Description Selection

C.1.3.1 Summary

C1.3.21to Summary of Estimates of Incurred count using propensity to BVDC approach
C.1.3.22 Incurred Count

C.1.3.31to0 Summary of Estimates of EAB-PI and EAB-DB combined incurred severity from
C.1.3.3.3 Incurred Loss and ALAE Figure C.1.0.9

F.1 EAB-PI COUNT SELECTIONS

67. EAB-PI is a new benefit without a corresponding coverage before Enhanced Care. To
determine the FLY 2022 (11 months) incurred count for EAB-PI, a propensity to BVDC approach

is used with the following formulae.

EAB-PI incurred count = Propensity to BVDC X BVDC incurred count

combined EAB-PI and EAB-DB modeled frequency XEAB-PI proportion

Propensity to BVDC =
BVDC modeled frequency

68. The propensity of EAB-PI claim exposures to BVDC claim exposures can be viewed as

representing the proportion of Basic crash claims that result in a permanent impairment. This ratio
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is 4.5%, calculated from the original forecasts® for EAB-PI and EAB-DB (combined) frequency
and BVDC frequency, accounting for the proportion of EAB-PI claims within the combined EAB-PI
and EAB-DB claims.*

F.2 EAB-PI SEVERITY SELECTIONS

69. The spring-off point for FLY 2022 in Figure C.1.0.9 is a combined EAB-PI| and EAB-DB
severity. This section discusses how it is split into separate EAB-PI and EAB-DB (discussed in

Section G.2) severities.

70. EAB-PI severity for FLY 2022 (11 months) is derived from the combined severity for
EAB-PI and EAB-DB, and the individual EAB-DB severity. This calculation uses the following
formulae. The combined EAB-PI and EAB-DB severity is from Figure C.1.0.9. EAB-DB severity
is from Technical Appendix C.1.4.1. The details of the calculations are shown in Technical
Appendix C.1.3.3.1.

EAB-PI incurred severity = (Combined EAB-PI and EAB-DB incurred loss and ALAE —
EAB-DB incurred count X EAB-DB incurred severity) + EAB-PI incurred count

Combined EAB-PI and EAB-DB incurred loss and ALAE = (EAB-PI incurred count +
EAB-DB incurred count) X combined EAB-PI and EAB-DB incurred severity

Combined EAB-PI and EAB-DB incurred severity from Figure C.1.0.9 column (3) row (a).

EAB-DB incurred severity is from Technical Appendix C.1.4.1 column (14).
EAB-PI incurred count is discussed in Section F.1.
EAB-DB incurred count is from Technical Appendix C.1.4.1 column (12).

G EAB-DB SELECTIONS

71. Sections G.1 and G.2 explain the methods and assumptions used in the EAB-DB
reserving analysis. Similar timing is expected between the costs of death benefits claims under

the Enhanced Care product (EAB-DB) and those under the previous legal-based product

3 FLY 2022 modeled frequency are found in 2021 RRA Appendix C.1 — Loss Trend Models and Data, Frequency table,
column 2021/22.

4 The proportion of permanent impairment claims is 88.8% of the combined permanent impairment and death benefit
claims, according to data underlying the MPI 2023 GRA. The original MPI data being referenced is confidential to MPI
and confidential signatories of their regulatory process.
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(AB-DB). Accordingly, the analysis is primarily undertaken on the EAB-DB and AB-DB claims
combined, before ultimately determining the separate amounts for each product.

72. Analyzing EAB-DB separately from EAB-PI enables ICBC to refine the analysis and
support a separate forecast for each of these sub-coverages. This represents a change from the
approach in the 2021 RRA where EAB-PI and EAB-DB were analyzed on a combined basis due
to the nature of MPI Accident Benefits Other — Non-Indexed data which combines MPI’'s

permanent impairment and death benefits.

73. Technical Appendix Set C.1.4 shows the calculations for incurred count, incurred severity,
incurred loss and ALAE, and incurred frequency for FLY 2022 (11 months EAB-DB) from the
reserving selections summarized in Figure C.1.0.14.

Figure C.1.0.14 — Final Selections EAB-DB and AB-DB

Technical sl .

Appendix Description Selection

C.1.41 Summary

C1.4.21to0 Incurred Count Development Baseline assumption (average 6) to 120 months is

C14.23 Method selected.

C.1.4.31 Summary of Estimates of Incurred Development Method for fiscal loss years
Incurred Loss and ALAE (FLYs) 2006-2022.

C.14.32to Incurred Development Method | Baseline assumption (average 6) to 120 months is

C.1434 selected.

C.1.4.35t0 Paid Development Method Baseline assumption (average 6) to 120 months is

C.14.37 selected.

74. Incurred count and incurred loss and ALAE for EAB-DB and AB-DB are calculated on a

combined basis for FLY 2022 (12 months) by the application of the actuarial methods, as
described in the following sections. The EAB-DB estimate for FLY 2022 (11 months) is then
determined by subtracting the amount associated with AB-DB claims for FLY 2022 (1 month).
Incurred frequency is calculated as the ratio of incurred count to earned risk exposure. Incurred
severity is calculated as the ratio of incurred loss and ALAE to incurred count.

G.1 EAB-DB COUNT SELECTIONS

75. The actuaries analyze the incurred count for death benefits (combining EAB-DB and

AB-DB) using the incurred count development method.
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76. The baseline selection for death benefits count development factors is the average of the
six most recent values. Six years is used as the baseline for death benefits because the factors
in this sub-coverage are generally more volatile than those in other coverages. The use of a
baseline helps maintain consistency in the selected development factors from one reserve review
to another. The baseline is selected in the August 2022 reserving analysis as summarized in
Figure C.1.0.14.

77. The selected incurred count for EAB-DB for FLY 2022 (11 months) is determined from the
combined incurred count for death benefits for FLY 2022 (12 months) by subtracting the number
of AB-DB claims made for FLY 2022 (1 month). This calculation is shown in Technical
Appendix C.1.4.1, column (12). Since the nature of death benefits claims is such that they are
reported fairly quickly, the actuaries find the number of reported AB-DB claims as of August 2022
from accidents that occurred in the month of April 2021 to be a reasonable estimate of the incurred
AB-DB claims.

G.2 EAB-DB LOSS AND ALAE ANALYSIS

78. The actuaries analyze the loss and ALAE amounts for death benefits (combining EAB-DB

and AB-DB) using the Incurred Development Method and the Paid Development Method.

79. The baseline selection for death benefits loss and ALAE development factors is the
average of the six most recent values. Six years is used as the baseline for death benefits
because the factors in this sub-coverage are generally more volatile than those in other
coverages. The baseline is selected in the August 2022 reserving analysis as summarized in
Figure C.1.0.14.

80. The selected incurred loss and ALAE for EAB-DB for FLY 2022 (11 months) is determined
from the combined incurred loss and ALAE for death benefits for FLY 2022 (12 months) by
subtracting the case incurred loss and ALAE amount for AB-DB claims made for FLY 2022
(1 month). The case incurred loss and ALAE amount is judged to be the best estimate of the
incurred AB-DB claims for April 2021. The calculation is shown in Technical Appendix C.1.4.1,

column (13).

81. ICBC actuaries assume that FLY 2022 (1 month) AB-DB is fully developed as it develops

and settles fairly quickly with less uncertainty due to the short tail nature of this coverage.
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Therefore, FLY 2022 (1 month) AB-DB reported severity is assumed to equal incurred severity as

calculated in Technical Appendix C.1.4.1, column (9).
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A INTRODUCTION

1. Basic Vehicle Damage Coverage (BVDC) provides Basic first party coverage for damage
to an ICBC customer’s vehicle when it is caused by another vehicle. The coverage is subject to a
limit of $200,000 in damage, and excludes vehicle damages caused by unidentified drivers

(hit-and-run crashes).

2. This technical appendix explains the data and methodology used in the reserving analysis
for BVDC.

e Section B provides more detail of the claims data used.

e Section C explains the selection of methods and assumptions used in the estimation

of claims costs for BVDC.

3. The actuaries analyze the loss and allocated loss adjustment expense (ALAE) amounts
for BVDC using the Incurred Development Method and the Paid Development Method. The
analysis of the recovered amounts uses the Incremental Recovered Amount to Incurred Loss
Method. Each of these methods calls for a review of historical loss development patterns. These
methods are described in Technical Appendix C.0, and the numerical tables are provided in

Technical Appendix Set C.2, which is filed separately in Excel format.

B BVDC CLAIMS DATA

4. BVDC was not in effect over the period before May 1, 2021. However, in order to support
the application of actuarial methods, historical data from claims under the legal-based insurance
product that would have been paid under BVDC is used to supplement the BVDC data. The data
that has been selected is ICBC'’s historical vehicular Property Damage (PD) claims that occurred
in BC, excluding hit-and-run claims. Historical loss data since May 1, 2021 indicates that the
volume of data under BVDC is very similar to the historical vehicle PD data. Hit-and-run claims

are excluded from the historical claims data because they are not covered by BVDC.

5. Notable Features in the Historical Data — In some instances, there are features of the
historical data which may cause the assumptions inherent to the appropriate application of the

standard methods used for estimation of the amounts of incurred loss and ALAE not to hold.
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There is one such instance relevant to the data selected to represent BVDC, which is discussed

below.

6. Data Feature — Delayed Repairs — The time from when a vehicle damage claim is
reported to when the vehicle is repaired can be referred to as the cycle time for a repair. Within
the past year, the cycle time for vehicle repairs has increased significantly. Factors affecting this
increase are emerging shortages of skilled technicians in the repair industry, as well as parts
shortages due to the disruption in supply chains related to the economic impacts of the COVID-19

pandemic.

C BVDC SELECTIONS

7. The baseline selection for BVDC count development factors and loss and ALAE
development factors is the average of the four most recent values. The use of a baseline helps
maintain consistency in the selected loss development factors from one reserve review to another.
Departures from the baseline selection are made when circumstances warrant. Examples of such
circumstances are: a change in the claims settlement environment, a change in the handling or
setting of case reserves, or an emerging trend in the statistical data used in the analysis. Final
selections in the August 2022 reserving analysis are described in Figure C.2.0.1 below, and

departures from the baseline are discussed following that figure.

Figure TA C.2.0.1 - Final Selections for BVDC

Technical e .

Appendix Description Selection

C.2.1 Summary

C221to Incurred Count Development | ¢ Baseline from 24 to 108 months.

C.2.23 Method

C.2.3.1 Summary of Estimates of e Average of the Incurred Development Method and
Incurred Loss and ALAE the Paid Development Method for all Fiscal Loss
Gross of Recovery Amounts Years (FLYs).

C.23.2to Incurred Development e “Average 1” is used for 24 to 36 months.

C.23.4 Method e “Average 2" is used from 36 to 48 months.

e Baseline from 48 to 132 months.

C.235t0 Paid Development Method e Baseline from 24 to 132 months.

C.2.3.7

C241to Incremental Recovered e “Average 2" is used for 24 to 36 months

C.243 Amount to Incurred Loss e Baseline from 36 to 216 months
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8. The Incurred Development Method uses the most recent factor for the period from 24 to
36 months and the average of the two most recent factors for the period from 36 to 48 months to
account for a change in the environment for material damage claims handling. There was a
greater reduction in case reserves than usual during fiscal year (FY) 2022, during a period of
longer repair cycle times and following a period of low intake due to impacts of the COVID-19
pandemic. Historically, a larger amount of case reserves would have been released gradually
over later periods, reducing the overall case incurred development. With this gradual release no
longer occurring to the same degree, higher development factors can be seen in FY 2023 for
FLY 2021 (24 to 36 months) and to a lesser degree for FLY 2020 (36 to 48 months). As current
indicators of delayed repairs show this influence to be continuing, these higher development

factors are given more weight in the selection.

9. The Incremental Recovered Amount to Incurred Loss and ALAE Method uses the average
of the two most recent ratios for the period from 24 to 36 months. Because of the shortage and
higher costs of vehicle and parts, there was an increased demand to purchase salvage. This has
led to quicker turnaround time for vehicle salvage and recovery for FLYs 2021 and 2022 within
the first two years of development, as compared to historical patterns. As more salvage is sold,
there will be less salvage remaining for later development periods (in particular the 24 to 36 month

period), which is represented by the selection of a lower incremental factor.

10. Some of the selected factors (for later development periods) are based on information

from FLYs prior to 2006, which is not shown in the technical appendices.
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A INTRODUCTION

1. Third Party Liability (TPL) coverage under the Enhanced Care model provides
TPL coverage for damages caused by ICBC’s insured customer where the legislated limitation on
lawsuits is not applied. This can include injuries and vehicle damage arising from vehicle crashes
outside of the province, damage to property other than vehicles, and damage to customer vehicles

while under a garage service operator’s care.

2. The actuaries analyze the loss and allocated loss adjustment expenses (ALAE) amounts

for TPL claims by considering it as two sub-coverages:

e TPL-Property Damage (TPL-PD): A combination of vehicle Property Damage (PD)
claims that occur outside of BC, other-than-vehicle PD claims, and claims for customer

vehicles while under garage service operator’s care.

e TPL-Out-of-Province Bodily Injury (TPL-OOP BI): Bl claims that occur outside of
British Columbia.

3. This represents a change from the analysis done in the 2021 Revenue Requirements
Application (2021 RRA) where the analyses of TPL-PD claims for vehicle damage and
non-vehicle damage were separated. Since each of the components individually has a low volume
of claims, they are combined into a single analysis as the TPL-PD sub-coverage. In addition,
claims data for garage service operator’s care of customer vehicles was part of the Manual Basic
analysis in the 2021 RRA, but instead is now included as part of TPL-PD because the Manual

Basic and Plate Owner claims are now analyzed together on a combined basis.

4. This technical appendix explains the data and methodology used in the reserving analysis

for the TPL coverage.

e Section B provides more detail of the claims data used to analyze each of the

TPL sub-coverages.

e Sections C and D explain the selection of methods and assumptions used in the

estimation of claims costs for each sub-coverage.
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B TPL CLAIMS DATA

5. Historical data from claims under the legal-based insurance product that was in place in
BC until May 1, 2021 is used to supplement the TPL data under Enhanced Care, to support the
application of actuarial methods. Data has been selected that corresponds with claims under each
of TPL-PD and TPL-OOP Bl as follows:

e For TPL-PD, for the period before May 1, 2021, the claims data used is historical
TPL- PD data for claims that occurred outside of BC, other-than-vehicle PD claims,
and claims for customer vehicles while under garage service operator’s care that

would have been paid had the Enhanced Care coverage been in effect.

e For TPL-OOP BI, for the period before May 1, 2021, the claims data used is historical
Bl data for claims that occurred outside of BC that would have been paid had the

Enhanced Care coverage been in effect.

6. Notable Features in the Historical Data — In some instances, there are features of the
historical data that may cause the assumptions inherent to the appropriate application of the
standard methods used for estimation of the amounts of incurred loss and ALAE not to hold.

There is one such instance relevant to the TPL claims data, which is discussed below.

7. Impacts of the COVID-19 pandemic on the mix of claims — Impacts of the COVID-19
pandemic resulted in a change in the mix of claims for the TPL-PD sub-coverage. With travel
restrictions and limited border travel, there were fewer out-of-province claims as a percentage of
total TPL-PD claims. As seen in Figure C.3.0.1, Fiscal Loss Years (FLYs) 2021 and 2022 have a

lower proportion of out-of-province PD claims.
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Figure TA C.3.0.1 — TPL-PD Mix of Claims at 17 Months of Development

Fiscal Loss Customer Vehicle
Year Out-of-Province PD Other-Than-Vehicle Under Garage Service
Operator’s Care
2016 26% 65% 8%
2007 24% 67% 9%
2018 27% 64% 9%
2019 26% 64% 10%
2020 26% 65% 9%
2021 15% 77% 7%
2022 11% 83% 6%

C TPL-PD SELECTIONS

8. TPL-PD loss and ALAE amounts are analyzed in two parts: loss and ALAE excluding
recovery amounts, and recovery amounts. The recovery amounts include salvage, subrogation,

and claim repayments.

9. The loss and ALAE amounts are analyzed using the Incurred Development Method, the
Paid Development Method and the Bornhuetter-Ferguson method. Recovered amounts are
analyzed using the Paid Recovery Development method, and the Incremental Recovered Amount
to Incurred Loss Method. Each of these methods calls for a review of historical loss development
patterns. These methods are described in Technical Appendix C.0, and the numerical tables are

provided in Technical Appendix Set C.3.1, which is filed separately in Excel format.

10. The baseline selection for TPL-PD count development factors and loss and ALAE
development factors (excluding recovery) is the average of the four most recent values. The
baseline for recovery development factors is the average of the six most recent values. The use
of a baseline helps maintain consistency in the selected loss development factors from one
reserve review to another. Departures from the baseline selection are made when circumstances
warrant. Examples of such circumstances are: a change in the claims settlement environment,
a change in the handling or setting of case reserves, or an emerging trend in the statistical data
used in the analysis. Final selections in the August 2022 reserving analysis are described in

Figure C.3.0.2 below, and departures from the baseline are discussed following that figure.

Insurance Corporation of British Columbia TA C.3.0-3
December 15, 2022



&

2023 RRA Chapter 3, Technical Appendix C.3.0 — TPL Claims Reserving Analysis

Figure TA C.3.0.2 — Final Selections for TPL-PD

;:(;)T:giaxl Description Selection
C.3.11 Summary
C.3.1.21 Incurred Count e Baseline from 24 to 84 months.
to Development Method
C.3.1.2.3
C.3.1.31 Summary of Estimates of | e Average of the Incurred Development Method
Incurred Loss and ALAE and the Paid Development Method for FLYs
Gross of Recovery 2021 and prior.
Amounts ¢ Average of the Incurred Development Method
and Paid Bornhuetter-Ferguson for FLY 2022.
C.3.1.3.2 Incurred Development e “Average 6 excluding high and low” is used
to Method from 24 to 36 months.
C.3.1.34 e “Average 3" is used from 72 to 84 months.
e Baseline from 36 to 72 and 84 to 108 months.
C.3.1.3.5 | Paid Development Method | ¢ “Average 6 excluding high and low factors” is
to used from 84 to 96 months.
C.3.1.3.7 e Baseline from 24 to 84 and 96 to 108 months.
C.3.1.3.8 Paid Bornhuetter-Ferguson | ¢ Expected loss and ALAE for a FLY is the
Method product of count and severity where severity is
from an exponential trend of indicated
severities from FLYs 2012 to 2021.
C.3.1.4.1 Summary of Estimates of | ¢ Incremental Recovered Amount to Incurred
Incurred Recovery Loss and ALAE Method for FLYs 2021 and
Amounts prior.
¢ Paid Recovery Development Method for FLY
2022.
C.3.1.4.2 Paid Recovery e “Average 6 excluding high and low factors” is
C.3.14.4 Development Method used from 48 to 72 months.
o “Average 6 excluding high and low factors” is
used from 120 to 132 months.
e Baseline from 24 to 48, 72 to 120, and 132 to
204 months.
C.3.1.4.5 | Incremental Recovered e “Average 6 excluding high and low factors” is
to Amount to Incurred Loss used from 48 to 72 months.
C.3.1.4.7 | Method e “Average 6 excluding high and low factors” is
used from 120 to 132 months.
e Baseline from 24 to 48, 72 to 120, and 132 to
204 months.
11. The Incurred Development Method uses the average of the six most recent factors

excluding the highest and lowest factors for the period from 24 to 36 months to exclude the

development factor from FLY 2021 that was affected by the impacts of the COVID-19 pandemic.
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The average of the three most recent factors is used from 72 to 84 months to reduce the impact

of an unusually high factor from FLY 2014.

12. The Paid Development Method uses the average of the six most recent factors excluding
the highest and lowest factors for the period from 84 to 96 months to reduce the impact of an
unusually high factor from FLY 2014.

13. The incurred loss and ALAE gross of recovery estimates for FLYs 2021 and prior are
based on the average of the Incurred Development Method and the Paid Development Method.
The incurred loss and ALAE gross of recovery estimate for FLY 2022 is based on the average of
the Incurred Development Method and the Paid Bornhuetter-Ferguson Method, as the unpaid

amounts are still high at 24 months of development.

14. The Paid Recovery Method uses the average of the six most recent factors excluding the
highest and lowest factors for the period from 48 to 72 months to reduce the impact of unusually
high factors that have been observed within the last six years. The average of the six most recent
factors excluding the highest and lowest factors is also used for the period from 120 to 132 months
in order to reduce the impact of an unusual factor from FLY 2010 in a period where the recovered

amounts decreased.

15. The Incremental Recovered Amount to Incurred Loss and ALAE Method uses the average
of the six most recent ratios excluding the highest and lowest ratios for the period from
48 to 72 months to reduce the impact of unusually high ratios that have been observed within the
last six years. The average of the six most recent ratios excluding the highest and lowest ratios
is also used for the period from 120 to 132 months in order to exclude the negative ratio from
FLY 2010.

16. The incurred recovery estimate uses the Incremental Recovered Amount to Incurred Loss
and ALAE method for FLYs 2021 and prior. FLY 2022 uses the Paid Recovery Method as this

method will better account for the different mix of claims seen for the year.

17. Some of the selected factors (for later development periods) are based on information

from FLYs prior to 2006, which is not shown in the technical appendices.
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D TPL-OOP Bl SELECTIONS

18. The actuaries analyze the loss and ALAE amounts for TPL-OOP Bl using the Incurred
Development Method, the Paid Development Method, and the Bornhuetter-Ferguson Method.
Each of these methods calls for a review of historical loss development patterns. These methods
are described in Technical Appendix C.0, and the numerical tables are provided in Technical

Appendix Set C.3.2, which is filed separately in Excel format.

19. The baseline selection for TPL-OOP BI count development factors and loss and ALAE
development factors is the average of the six most recent values. The use of a baseline helps
maintain consistency in the selected loss development factors from one reserve review to another.
Departures from the baseline selection are made when circumstances warrant. Examples of such
circumstances are: a change in the claims settlement environment, a change in the handling or
setting of case reserves, or an emerging trend in the statistical data used in the analysis. Final

selections in the August 2022 reserving analysis are described in Figure C.3.0.3 below.
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Figure TA C.3.0.3 — Final Selections for TPL-OOP BI

Technical L .
Appendix Description Selection
C.3.2.1 Summary
C.3.2.21 Incurred Count e Baseline from 24 to 120 months
to Development Method
C.3.223
C.3.2.31 Summary of Estimates of | ¢ Average of the Incurred Development Method
Incurred Loss and ALAE and Paid Development Method for FLYs 2018
and prior.
e Average of the Incurred Bornhuetter-Ferguson
(BF) and Paid BF Method for FLYs 2019 to
2022.
C.3.2.3.2 Incurred Development ¢ Baseline from 24 to 216 months.
to Method
C.3.234
C.3.2.3.5 Paid Development Method | e Baseline from 24 to 216 months.
to
C.3.237
C.3.2.3.8 Incurred e Expected loss and ALAE for a FLY 2009 is the
Bornhuetter-Ferguson product of count and severity where severity is
Method from an exponential trend of indicated severities
from FLYs 2009 to 2018.
C.3.2.2.9 Paid o Expected loss and ALAE for a FLY is the
Bornhuetter-Ferguson product of count and severity where severity is
Method from an exponential trend of indicated severities
from FLYs 2009 to 2018.

20. The incurred loss and ALAE estimates for FLYs 2018 and prior are based on the average

of the Incurred Development Method and the Paid Development Method. The incurred loss and
ALAE estimates for FLYs 2019 to 2022 are based on the average of the Paid and Incurred

Bornhuetter-Ferguson Methods, as the unpaid amounts are still significant at 60 months of

development.

21. Some of the selected factors (for later development periods) are based on information

from FLYs prior to 2006, which is not shown in the technical appendices.
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A INTRODUCTION

1. This Technical Appendix explains the detailed forecasting methodology for Unallocated
Loss Adjustment Expenses (ULAE). ICBC uses the Johnson Method with alternative weightings
to derive the expected amount of ULAE by taking the product of weighted claim exposure counts
in each year and the average ULAE cost per weighted claim exposure count for the appropriate
fiscal loss year. Different weighting is used for each coverage. Details of weighted claim exposure

counts and average ULAE cost are illustrated in the following sections.

B WEIGHTED CLAIM EXPOSURE COUNTS

2. In order to estimate the amount of claim servicing effort expended for each year, a
weighted claim exposure count is obtained based on the number of claims opening, remaining
open, and completing in each historical year. Weighted claim exposure counts for future fiscal
years are derived by applying selected reported and closure patterns to projected incurred claim
exposure counts. This approach is consistent with previous revenue requirements applications
(RRAS).

3. Mango and Allen* suggested in their paper on the weightings of ULAE that 40% of ULAE
are incurred when a claim opens, 25% for maintenance while a claim stays open, and the
remaining 35% at the time of completion of a claim. ICBC follows this approach for Basic Vehicle
Damage Coverage (BVDC) and Third Party Liability (TPL) claims (both TPL-Property Damage
(TPL-PD) and TPL-Out-of-Province Bodily Injury (TPL-OOP BI). BVDC, TPL-PD and TPL-OOP BI

claims are assumed to be handled similarly as the corresponding historical legal-based claims.

4. For Enhanced Accident Benefits (EAB) claims, ICBC studied the required job functions to
service these claims. Compared to other coverages, EAB claims involve a lengthy and
complicated recovery process and extend much further into the future. Thus, the majority of the
work effort is expended during the opening of the claims when the injury is first reported and being
assessed and during the maintenance of the claim to support the injured customer’s treatment
and recovery. ICBC estimates that 35% of ULAE will be incurred when a claim opens, 60% for
maintenance while an EAB claim stays open, and the remaining 5% at the time of completion of

a claim.

" Donald Mango and Craig Allen, Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense
Reserve, Casualty Actuarial Society Forum Fall 1999 Edition. Accessed on December 5, 2018,
https://www.casact.org/pubs/forum/99fforum/99ff233.pdf.
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5. The weighted claim exposure counts for each fiscal loss year and period of development
are shown in the uppermost triangles of Technical Appendices C.6.2 through C.6.8. The

projection of weighted claim exposure counts is then estimated for future years.

C AVERAGE ULAE COST PER CLAIM EXPOSURE COUNT

6. Historical ULAE costs are used as the base for deriving future ULAE costs per claim
exposure count, where applicable. In accordance with the BCUC-approved financial allocation
methodology, ULAE costs are allocated to the Basic insurance line of business and by coverage
based on the claims handling roles and functions with which these costs are associated. This
approach is consistent with previous RRAs. The calculations are shown in Technical
Appendix C.6.11.

7. More claim services resources will be required to service the EAB claims than the
legal-based Accident Benefits (AB) claims. Thus, historical ULAE costs on AB claims cannot be
used directly to project ULAE costs required for EAB claims. Based on the projected EAB claim
exposure counts and expected average resources to service each claim, ICBC has developed
specific claims expense forecasts in fiscal years 2024 to 2026 for EAB claims. Average ULAE
cost for Medical Rehabilitation, Enhanced Disability, Permanent Impairment and Death Benefits
coverages are derived based on historical relative ULAE costs for Medical Rehabilitation, Weekly
Benefits, and Death Benefits claims. This relies on the assumption that the relative ULAE costs
among the EAB coverages are similar to those among the AB coverages. The historical average
ULAE costs as well as the projected ULAE costs per weighted claim exposure count are shown

in Technical Appendix C.6.9 for both AB and EAB coverages.

8. BVDC claims and TPL-PD claims are assumed to incur similar average ULAE costs as
the corresponding legal-based PD claims. Similarly, the actuaries assume that the TPL-OOP BI
claims will incur similar average ULAE costs as the legal-based bodily injury (Bl) claims. Trended
2022 values are calculated from fitted exponential regression curves with Fiscal Year 2017 to
2022 data. To smooth historical volatility, future average ULAE costs are projected based on
trended 2022 values. Future average ULAE costs are expected to increase over time, and a trend
rate is applied in each year to account for inflationary increases, including the effect of anticipated
general wage increases and individual length of service increases. The trend assumptions are
consistent with compensation cost increases discussed in Chapter 6 of this Application. The

historical average ULAE costs as well as the projected ULAE costs per weighted claim exposure
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count are shown in Technical Appendix C.6.10 for legal-based and Enhanced Care Bl and PD

coverages on a combined basis.
9. For long term changes in average ULAE cost, a trend rate of 2.0% is selected.

10. After the completion of the ULAE analysis in this Application, it was found that the average
ULAE costs for TPL-OOP BI were derived using outdated data and assumptions. A long term
trend of 2.6% was inadvertently applied, instead of the 2.0% trend that was selected. This results
in an overstatement of the ULAE costs for PY 2023 by $104,000. Due to the timing of this
discovery and its immaterial impact, the ULAE forecast for PY 2023 continues to rely on the
outdated calculations and the 2.6% trend, and these amounts are shown in Technical Appendix
C.6.10.

D ULAE COSTS AND PAYMENT PATTERN

11. ULAE costs for PY 2023 is the sum of projected ULAE payments in all future periods to
service claims from policies written in PY 2023. These claims are distributed over three fiscal loss
years (FLY 2024, 2025 and 2026) or 36 months from April 1, 2023 to March 31, 2026 based on
the earning pattern of the PY 2023 policies as illustrated in Figure C.6.0.1:

Figure C.6.0.1 - Earning Pattern for ULAE Associated with PY 2023 Policies

o
@
£
(1}
w
3
c 50% 100% 50%
o
£
o
o
2
o
Policy Written Date
. . Policies written in PY 2023
Policy Year 2023 Policy Year 2023 are in force up to Mar 30, 2026
Fiscal Loss Year 2024 Fiscal Loss Year 2025 Fiscal Loss Year 2026
Apr 1,2023 to Mar 31, 2024 Apr 1,2024 to Mar 31, 2025 Apr 1,2025 to Mar 31, 2026
12. ULAE costs for each fiscal loss year are derived by taking the product of weighted claim

exposure counts of that fiscal loss year in each development period and the average ULAE cost
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per weighted claim exposure count for the corresponding fiscal year. ULAE costs for PY 2023 are
the sum of 50% of FLY 2024 costs, 100% of FLY 2025 costs and 50% of FLY 2026 costs as
shown in Appendix C.6.1.

13. The payment patterns of each fiscal year are estimated by taking the ratio of ULAE
payments in each development period over the total ULAE payments of the fiscal loss year. The
payment patterns of ULAE for PY 2023 by coverages are estimated by taking the weighted
average fiscal year 2024 to 2026 payment patterns using 50%/100%/50% weights for FLY 2024
to FLY 2026. The weighted results are off-balanced to 100% for PY 2023 payment patterns. The
payment pattern calculations are shown in the lower tables of Technical Appendices C.6.2

through C.6.8 and are summarized in Technical Appendix C.6.1.
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ULAE incremental Payment Pattern
as of August 31, 2022

EAB-MR EAB-ED EAB-PI EAB-DB BVDC TPL-PD TPL-OOP BI
(1) () (3) 4 (5 (6) M
Year 1 15.91% 9.83% 0.69% 14.41% 23.25% 18.18% 7.68%
Year 2 36.08% 25.70% 2.88% 34.05% 48.08% 41.94% 22.06%
Year 3 26.83% 25.64% 5.44% 28.32% 26.46% 30.01% 24.54%
Year 4 8.19% 13.69% 6.93% 11.36% 1.84% 7.54% 16.18%
Year 5 3.35% 7.42% 10.42% 4.64% 0.22% 1.41% 9.84%
Year 6 2.45% 5.40% 16.29% 2.43% 0.07% 0.37% 6.44%
Year 7 1.86% 3.90% 18.05% 1.55% 0.04% 0.22% 4.32%
Year 8 1.34% 2.61% 13.85% 1.05% 0.02% 0.15% 2.99%
Year 9 0.94% 1.65% 8.53% 0.72% 0.01% 0.10% 1.99%
Year 10 0.68% 1.08% 5.21% 0.48% 0.01% 0.05% 1.27%
Year 11 0.52% 0.79% 3.46% 0.33% 0.00% 0.02% 0.87%
Year 12 0.42% 0.60% 2.29% 0.22% 0.00% 0.01% 0.59%
Year 13 0.34% 0.46% 1.53% 0.15% 0.00% 0.01% 0.40%
Year 14 0.28% 0.35% 1.13% 0.10% 0.00% 0.00% 0.28%
Year 15 0.23% 0.27% 0.92% 0.07% 0.00% 0.00% 0.19%
Year 16 0.19% 0.21% 0.76% 0.05% 0.00% 0.00% 0.13%
Year 17 0.15% 0.16% 0.62% 0.03% 0.00% 0.00% 0.09%
Year 18 0.13% 0.12% 0.52% 0.02% 0.00% 0.00% 0.07%
Year 19 0.09% 0.08% 0.37% 0.01% 0.00% 0.00% 0.05%
Year 20 0.03% 0.03% 0.12% 0.00% 0.00% 0.00% 0.02%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
From Technical Appendix C.6.2 C.6.3 Cc.64 C.6.5 C.6.6 C.6.7 C.6.8
Row (d) Row (d) Row (d) Row (d) Row (d) Row (d) Row (d)
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Calculation of Enhanced Accident Benefits - Medical Rehabilitation ULAE Cost and Incremental Payment Pattern for Policy Year 2023
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Weighted Claim Exposure Count
Weights of 35% opening, 5% completing, and 60% maintenance are based on the work effort required for the new recovery functions under Enhanced Care (EC), and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 35% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 5% of the average claim exposure's cost is associated with the terminal transaction.
The 60% weight for maintenance is spread over average duration of 1.42 years for EC claim exposures, resulting in weights of 42% per maintained EC claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 42% of the average EC
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12 12-24 24 -36 36 -48 48 -60 60-72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216
Enhanced Care 2022* 26,262 16,473 3,844 2,473 1,870 1,400 974 651 465 353 282 226 181 145 116 93 74 65
2023 61,296 20,783 4,520 2,905 2,222 1,685 1,181 795 572 439 351 281 225 180 144 115 92 80

2024 64,157 20,364 4,728 3,044 2,308 1,734 1,208 809 580 441 352 282 226 180 144 116 92 81

2025 64,663 20,525 4,765 3,068 2,327 1,748 1,218 815 584 445 355 285 227 182 146 116 93 81

2026 65,174 20,687 4,803 3,093 2,345 1,762 1,227 822 589 448 358 287 229 183 147 117 94 82

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns
Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.9 1)
Incurred
Fiscal Loss Year 0-12 12-24 24 -36 36 - 48 48 - 60 60-72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 ULAE
Enhanced Care 2022* 21,404 12,676 2,523 1,568 1,208 923 654 446 326 252 205 168 137 112 91 74 61 54

2023 47,167 13,645 2,867 1,877 1,464 1,133 810 556 408 320 261 213 173 142 116 94 77 69 71,390
2024 42,121 12,916 3,055 2,006 1,652 1,189 845 577 422 327 267 218 178 145 118 97 79 70 66,182
2025 41,013 13,262 3,140 2,063 1,595 1,222 869 593 434 337 274 224 183 149 122 99 81 72 65,732
2026 42,109 13,633 3,228 2,120 1,640 1,257 893 610 446 346 282 230 188 153 125 102 83 74 67,521

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern
from PY2023 perspective 0-12 12-24 24-36 36 -48 48 - 60 60 -72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228 -240

(a) 2024 63.64% 19.52% 4.62% 3.03% 2.34% 1.80% 1.28% 0.87% 0.64% 0.49% 0.40% 0.33% 0.27% 0.22% 0.18% 0.15% 0.12% 0.11%

(b) 2025 62.40% 20.18% 4.78% 3.14% 2.43% 1.86% 1.32% 0.90% 0.66% 0.51% 0.42% 0.34% 0.28% 0.23% 0.19% 0.15% 0.12% 0.11%

(c) 2026 62.36% 20.19% 4.78% 3.14% 2.43% 1.86% 1.32% 0.90% 0.66% 0.51% 0.42% 0.34% 0.28% 0.23% 0.19% 0.15% 0.12% 0.11%
(d) PY 2023 Selected 15.91% 36.08% 26.83% 8.19% 3.35% 2.45% 1.86% 1.34% 0.94% 0.68% 0.52% 0.42% 0.34% 0.28% 0.23% 0.19% 0.15% 0.13% 0.09% 0.03%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year
(d) =[50%*(a)+100%*(b)+50%*(c)]/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.
* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)



ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.3

Calculation of Enhanced Accident Benefits - Enhanced Disability ULAE Cost and Incremental Payment Pattern for Policy Year 2023
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Weighted Claim Exposure Count
Weights of 35% opening, 5% completing, and 60% maintenance are based on the work effort required for the new recovery functions under Enhanced Care (EC), and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 35% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 5% of the average claim exposure's cost is associated with the terminal transaction.
The 60% weight for maintenance is spread over average duration of 1.97 years for EC claim exposures, resulting in weights of 30% per maintained EC claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 30% of the average EC
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12  12-24  24-36  36-48 48-60 60-72 72-84  84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216
Enhanced Care 2022* 4,649 2,808 1,108 750 556 398 250 152 97 73 55 41 31 23 17 13 10 8
2023 4,966 4,068 1,439 967 716 511 321 194 124 94 70 53 39 30 22 17 12 10

2024 5,337 3,749 1,390 936 694 497 313 189 121 91 68 52 38 29 22 16 12 10

2025 5,379 3,778 1,401 944 700 501 315 191 122 92 69 52 39 29 22 16 12 10

2026 5,421 3,808 1,412 951 705 504 318 192 123 93 69 52 39 29 22 16 12 10

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns
Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.9 (1)
Incurred
Fiscal Loss Year 0-12 12-24 24-36 36-48  48-60 60 - 72 72-84 84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204 -216 ULAE
Enhanced Care 2022* 32,440 18,499 6,230 4,070 3,074 2,243 1,441 890 579 447 340 262 199 152 117 89 68 58

2023 32,719 22,864 7,813 5,348 4,039 2,942 1,887 1,164 757 584 445 343 261 199 152 117 89 76 81,799
2024 29,997 20,357 7,687 5,282 3,995 2,915 1,872 1,156 753 580 442 341 259 198 152 116 89 76 76,267
2025 29,208 20,901 7,903 5,430 4,107 2,997 1,925 1,189 774 597 454 350 266 204 156 119 91 78 76,749
2026 29,989 21,487 8,124 5,583 4,222 3,081 1,979 1,222 795 613 467 360 274 209 160 123 94 80 78,863

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incr Pay t Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern
from PY2023 perspective 0-12 12-24 24 -36 36 -48 48 - 60 60 - 72 72-84 84 - 96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240

(a) 2024 39.33% 26.69% 10.08% 6.93% 5.24% 3.82% 2.45% 1.52% 0.99% 0.76% 0.58% 0.45% 0.34% 0.26% 0.20% 0.15% 0.12% 0.10%

(b) 2025 38.06% 27.23% 10.30% 7.08% 5.35% 3.90% 2.51% 1.55% 1.01% 0.78% 0.59% 0.46% 0.35% 0.27% 0.20% 0.16% 0.12% 0.10%

(c) 2026 38.03% 27.25% 10.30% 7.08% 5.35% 3.91% 2.51% 1.55% 1.01% 0.78% 0.59% 0.46% 0.35% 0.27% 0.20% 0.16% 0.12% 0.10%
(d) PY 2023 Selected 9.83% 25.70% 25.64% 13.69% 7.42% 5.40% 3.90% 2.61% 1.65% 1.08% 0.79% 0.60% 0.46% 0.35% 0.27% 0.21% 0.16% 0.12% 0.08% 0.03%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year
(d) =[50%*(a)+100%*(b)+50%*(c)]/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.
* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)



ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.4

Calculation of Enhanced Accident Benefits - Permament Impairment ULAE Cost and Incremental Payment Pattern for Policy Year 2023
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Weighted Claim Exposure Count
Weights of 35% opening, 5% completing, and 60% maintenance are based on the work effort required for the new recovery functions under Enhanced Care, and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 35% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 5% of the average claim exposure's cost is associated with the terminal transaction.
The 60% weight for maintenance is spread over average duration of 3.84 years, resulting in weights of 16% per maintained claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 16% of the average
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12  12-24  24-36  36-48 48-60 60-72 72-84  84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216
Enhanced Care 2022* 84 459 402 501 1,099 1,155 800 423 274 178 119 71 57 44 38 29 23 23
2023 209 490 499 621 1,360 1,430 990 524 339 220 147 88 71 55 47 36 28 28

2024 207 491 500 622 1,357 1,426 987 522 338 219 147 87 70 55 47 36 28 28

2025 209 495 504 626 1,368 1,437 995 527 341 221 148 88 71 55 47 36 28 28

2026 210 498 508 631 1,379 1,449 1,003 531 343 223 149 89 72 55 48 36 29 28

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns
Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.9 (1)
Incurred
Fiscal Loss Year 0-12 12-24 24-36 36-48  48-60 60 - 72 72-84 84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204 -216 ULAE
Enhanced Care 2022* 321 1,655 1,239 1,491 3,330 3,570 2,521 1,360 897 594 405 246 202 160 140 108 87 88

2023 754 1,508 1,484 1,883 4,204 4,507 3,183 1,718 1,133 750 512 311 256 202 177 137 110 112 22,940
2024 637 1,459 1,514 1,921 4,279 4,585 3,237 1,748 1,153 763 521 317 260 205 180 139 112 114 23,145
2025 621 1,498 1,557 1,975 4,399 4,714 3,328 1,797 1,185 785 536 326 267 211 185 143 115 117 23,758
2026 637 1,541 1,600 2,030 4,522 4,846 3,422 1,847 1,218 807 551 335 275 217 190 147 119 120 24,423

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incr tal P t Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Yy

Fiscal Loss Year pattern
from PY2023 perspective 0-12 12-24 24 -36 36 -48 48 - 60 60 - 72 72-84 84 - 96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240

(a) 2024 2.75% 6.31% 6.54% 8.30% 18.49% 19.81% 13.99% 7.55% 4.98% 3.30% 2.25% 1.37% 1.12% 0.89% 0.78% 0.60% 0.49% 0.49%

(b) 2025 2.61% 6.31% 6.55% 8.31% 18.51% 19.84% 14.01% 7.56% 4.99% 3.30% 2.25% 1.37% 1.13% 0.89% 0.78% 0.60% 0.49% 0.49%

(c) 2026 2.61% 6.31% 6.55% 8.31% 18.52% 19.84% 14.01% 7.56% 4.99% 3.30% 2.25% 1.37% 1.13% 0.89% 0.78% 0.60% 0.49% 0.49%
(d) PY 2023 Selected 0.69% 2.88% 5.44% 6.93% 10.42% 16.29% 18.05% 13.85% 8.53% 5.21% 3.46% 2.29% 1.53% 1.13% 0.92% 0.76% 0.62% 0.52% 0.37% 0.12%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year
(d) =[50%*(a)+100%*(b)+50%*(c)]/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.
* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)



ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.5

Calculation of Enhanced Accident Benefits - Death Benefits ULAE Cost and Incremental Payment Pattern for Policy Year 2023
For Fiscal Loss Years 2022 to 2026
as of August 31, 2022

Weighted Claim Exposure Count
Weights of 35% opening, 5% completing, and 60% maintenance are based on the work effort required for the new recovery functions under Enhanced Care, and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 35% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 5% of the average claim exposure's cost is associated with the terminal transaction.
The 60% weight for maintenance is spread over average duration of 1.63 years for EC claim exposures, resulting in weights of 37% per maintained EC claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 37% of the average EC
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12  12-24  24-36  36-48 48-60 60-72 72-84  84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216
Enhanced Care 2022* 464 256 115 46 25 17 11 7 5 3 2 1 1 1 0 0 0 0
2023 650 233 98 41 22 15 10 7 4 3 2 1 1 1 0 0 0 0

2024 628 266 93 41 23 15 10 7 4 3 2 1 1 1 0 0 0 0

2025 639 271 95 41 23 16 10 7 4 3 2 1 1 1 0 0 0 0

2026 651 275 97 42 23 16 10 7 5 3 2 1 1 1 0 0 0 0

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns
Incremental Paid ULAE ($000's)

Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.9 (1)
Incurred
Fiscal Loss Year 0-12 12-24 24 - 36 36 -48 48 - 60 60-72 72-84 84 - 96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 ULAE
Enhanced Care 2022* 1,775 923 354 136 75 52 35 24 16 11 7 5} 3 2 2 1 1 1

2023 2,345 716 291 124 68 47 31 22 14 10 7 5} 3 2 1 1 1 0 3,689
2024 1,934 791 283 125 7 49 33 23 15 10 7 5} 3 2 1 1 1 1 3,355
2025 1,902 820 294 130 74 51 34 24 16 11 7 5} 3 2 2 1 1 1 3,377
2026 1,972 851 305 135 7 53 35 25 16 11 8 5 3 2 2 1 1 1 3,504

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incr Pay t Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern
from PY2023 perspective 0-12 12-24 24 -36 36 -48 48 - 60 60 - 72 72-84 84 - 96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240

(a) 2024 57.64% 23.56% 8.43% 3.74% 2.12% 1.47% 0.98% 0.68% 0.45% 0.31% 0.21% 0.14% 0.10% 0.07% 0.04% 0.03% 0.02% 0.02%

(b) 2025 56.33% 24.28% 8.70% 3.86% 2.19% 1.52% 1.01% 0.70% 0.46% 0.31% 0.21% 0.15% 0.10% 0.07% 0.05% 0.03% 0.02% 0.02%

(c) 2026 56.30% 24.30% 8.70% 3.86% 2.19% 1.52% 1.01% 0.70% 0.46% 0.32% 0.21% 0.15% 0.10% 0.07% 0.05% 0.03% 0.02% 0.02%
(d) PY 2023 Selected 14.41% 34.05% 28.32% 11.36% 4.64% 2.43% 1.55% 1.05% 0.72% 0.48% 0.33% 0.22% 0.15% 0.10% 0.07% 0.05% 0.03% 0.02% 0.01% 0.00%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year
(d) =[50%*(a)+100%*(b)+50%*(c)]/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.
* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)



ICBC Actuarial Analysis for PY 2023

Calculation of Basic Vehicle Damage Coverage ULAE Cost and Incremental Payment Pattern for Policy Year 2023

For Fiscal Loss Years 2006 to 2026

as of August 31, 2022

Weighted Claim Exposure Count

Weights of 40% opening, 35% completing, and 25% maintenance are based on Mango and Allen's alternative weightings for Johnson's method’, and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 40% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 35% of the average claim exposure's cost is associated with the terminal transaction.
The 25% weight for maintenance is spread over average duration of 0.59 years, resulting in weights of 42% per maintained claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 42% of the average

claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
Enhanced Care 2022*

2024
2025
2026

0-12

229,157
227,386
225,489
215,166
215,681
214,404
212,254
210,020
203,264
218,354
233,285
231,663
217,383
207,566
144,513
180,165
218,293
226,050
227,833
229,630

12-24

33,907
32,613
29,509
25,158
25,006
23,419
25,639
24,032
20,266
18,429
18,437
15,119
16,471
12,596
10,399
14,924
13,152
14,472
14,586
14,701

24-36

1,093
1,190
1,172
1,123
1,142

856

847

802
1,452
3,506
2,246
1,505
1,852
1,578
1,001

915
1,302
1,216
1,362
1,373
1,384

36-48

286
340
291
321
263
205
211
223
494
522
234
248
290
195
378
155
241
273
273
275
277

48 - 60

108
122
121
140
123
102

87

141

60-72

72-84

28
17

Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns

Incremental Paid ULAE ($000's)
Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.10

Fiscal Loss Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
Enhanced Care 2022*

2024
2025
2026

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

0-12

59,118
66,003
68,741
68,401
59,101
57,295
84,070
91,323
95,265
97,937

12-24

4,670
5,253
4,781
5,428
5,151
3,307
5,748
5314
6,051
6,221
6,395

24-36

888
640
476
610
645
318
352
526
508
581
597
614

36-48

126

48 - 60

60-72

72-84

16

28
12

18
13
19

13
16

17
17

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern
from PY2023 perspective
(a) 2024
(b) 2025
(c) 2026

(d) PY 2023 Selected

0-12
92.99%

23.25%

12-24
6.16%
93.09%

48.08%

24-36
0.59%

6.08%

93.09%

26.46%

36-48
0.12%
0.58%
6.08%

1.84%

48 - 60
0.06%
0.12%
0.58%

0.22%

60-72
0.03%
0.06%
0.12%

0.07%

72-84
0.02%
0.03%
0.06%

0.04%

84-96

84-96

84-96
0.01%
0.02%
0.03%

0.02%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year

(d) =[50%*(a)*+100%*(b)+50%*(c)/(50%+100%+50%);

* Referenc
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* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)
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Technical Appendix C.6.6

1)
Incurred
ULAE

90,140
98,205
102,340
105,210

156 -168 168-180 180-192 192-204 204-216 216-228 228-240

0.00% 0.00% 0.00% 0.00% 0.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.
‘Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense Reserve"; Mango, Donald F., FCAS, MAAA and Allen, Craig A., FCAS, FCIA; Casualty Actuarial Society Forum, Fall 1999 volume
Available: http://www.casact.org/pubs/forum/99fforum/99ff233.pdf

0.00%

0.00%



ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.7

Calculation of Third Party Liability - Property Damage ULAE Cost and Incremental Payment Pattern for Policy Year 2023
For Fiscal Loss Years 2006 to 2026
as of August 31, 2022

Weighted Claim Exposure Count
Weights of 40% opening, 35% completing, and 25% maintenance are based on Mango and Allen's alternative weightings for Johnson's method’, and are applied as follows:
Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 40% of the average claim exposure's cost is associated with the initial transaction.
Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 35% of the average claim exposure's cost is associated with the terminal transaction.
The 25% weight for maintenance is spread over average duration of 0.83 years, resulting in weights of 30% per maintained claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 30% of the average
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12 12-24 24 -36 36-48 48 - 60 60-72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216
2006 - - - 80 31 14 10 5 1 1 1 1 1 1 1 1 1 1
2007 - - 518 89 30 17 10 1 1 2 - 1 - 1 - 1 1 -
2008 12,028 3,918 459 78 31 14 4 3 2 1 1 1 - - 1 - - -
2009 11,943 3,634 397 68 33 16 1 1 - 1 1 - - - - - B B
2010 11,572 3,092 485 65 29 12 5 © 1 1 ™ o - - - - - -
2011 11,812 3,547 451 64 34 1 5 6 6 1 1 1 1 - - - - -
2012 11,344 3,399 365 63 15 14 10 6 4 4 3 3 2 - - - - -
2013 11,926 3,311 298 65 22 13 5 5 - 2 3 1 1 - - - - -
2014 11,956 2,938 533 100 39 26 26 14 8 10 5 2 2 - - = = =
2015 9,991 3,585 548 67 30 14 1" 6 4 2 1 - - - - - - B
2016 10,310 3,227 583 55 18 17 10 9 4 2 1 1 - - - - - B
2017 10,753 3,285 573 69 29 24 17 7 4 2 1 - - - - - - B
2018 10,318 3,243 644 63 36 32 23 1" 6 3 1 1 - - - - - B
2019 9,577 3,255 585 66 38 21 17 8 4 2 1 1 - - - - - B
2020 9,278 2,753 419 154 65 40 34 17 9 4 2 1 1 - - - - -
2021 6,803 2,310 448 69 31 19 16 8 4 2 1 1 - - - - - -
Enhanced Care 2022* 11,093 3,629 681 96 M 26 22 1 5 3 1 1 - - - - - -
10,841 3,135 568 95 42 26 23 11 6 3 1 1 - - - = = -
2024 9,998 2,886 524 87 38 24 21 10 5 2 1 1 - - - - - -
2025 9,913 2,861 520 87 38 24 20 10 5 2 1 1 - - - = = -
2026 9,829 2,837 516 86 38 24 20 10 5 2 1 1 - - - - = -
Weighted count in future fiscal years (shaded area) is calculated from historical reported and closure patterns
Incremental Paid ULAE ($000's)
Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.10 1)
Incurred
Fiscal Loss Year 0-12 12-24 24 -36 36-48 48 - 60 60-72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 ULAE
2006 0 0 0 0 0 0 0
2007 - 0 - 0 - 0 0 =
2008 0 0 0 - - 0 - - -
2009 - 0 0 - - - - - - B
2010 ©) 0 0 ©) ©) - - - - - -
2011 1 2 2 0 0 0 1 - - - - -
2012 4 3 2 1 1 1 1 1 - - - - -
2013 6 4 2 2 - 1 1 1 0 B o o o o
2014 25 1" 8 9 6 3 4 2 1 1 - - - - -
2015 139 19 10 4 4 2 2 1 0 - - - - - - -
2016 818 166 18 6 7 3 4 2 1 0 0 - - - - - B
2017 2,725 936 181 23 12 8 7 3 2 1 0 - - - - - - -
2018 2,940 1,025 212 26 1 12 9 5 2 1 1 0 - - - - - -
2019 3,028 1,072 239 21 15 9 7 4 2 1 0 0 - - - - - B
2020 3,057 1,126 133 59 26 17 15 7 4 2 1 0 0 - - - - -
2021 2,782 735 173 28 13 8 7 4 2 1 0 0 = - - - - -
Enhanced Care 2022* 3,528 1,397 275 40 17 1" 10 5 3 1 1 0 - - - - - -
4,175 1,267 238 M 18 12 10 5 3 1 1 0 - - - - - - 5,770
2024 4,039 1,207 224 38 17 1" 10 5 2 1 1 0 - - - - - - 5,554
2025 4,145 1,220 226 38 17 1" 10 5 3 1 1 0 - - - - - - 5,677
2026 4,192 1,234 229 39 17 1" 10 5 3 1 1 0 - - - - - - 5,742

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern
from PY2023 perspective 0-12 12-24 24-36 36-48 48 - 60 60-72 72-84 84 -96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240

(a) 2024 7272%  21.72% 4.03% 0.68% 0.31% 0.19% 0.17% 0.09% 0.04% 0.02% 0.01% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(b) 2025 73.01%  21.49% 3.98% 0.68% 0.30% 0.19% 0.17% 0.08% 0.04% 0.02% 0.01% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(c) 2026 73.01%  21.49% 3.98% 0.68% 0.30% 0.19% 0.17% 0.08% 0.04% 0.02% 0.01% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(d) PY 2023 Selected 18.18%  41.94%  30.01% 7.54% 141% 0.37% 0.22% 0.15% 0.10% 0.05% 0.02% 0.01% 0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year

(d) =[50%*(a)+100%*(b)+50%*(c))/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.

' Reference: "Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense Reserve"; Mango, Donald F., FCAS, MAAA and Allen, Craig A., FCAS, FCIA; Casualty Actuarial Society Forum, Fall 1999 volume
Available: http://www.casact.org/pubs/forum/99fforum/99ff233.pdf

* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)




ICBC Actuarial Analysis for PY 2023

Calculation of Third Party Liability - Out of Province Bodily Injury ULAE Cost and Incremental Payment Pattern for Policy Year 2023

For Fiscal Loss Years 2006 to 2026
as of August 31, 2022

Weighted Claim Exposure Count

Weights of 40% opening, 35% completing, and 25% maintenance are based on Mango and Allen's alternative weightings for Johnson's method’, and are applied as follows:

Opening weight is included for the incremental number of claim exposures opened within the year, to reflect that 40% of the average claim exposure's cost is associated with the initial transaction.

Completing weight is included for the incremental number of claim exposures closed within the year, to reflect that 35% of the average claim exposure's cost is associated with the terminal transaction.
The 25% weight for maintenance is spread over average duration of 2.21 years, resulting in weights of 11% per maintained claim exposure per year respectively.
Maintenance weight is included for the number of claim exposures remaining open at the end of the previous year and for the incremental number of claim exposures opened within the year, to reflect that 11% of the average
claim exposure's cost is associated with each year in which it is open for some period of time.

Fiscal Loss Year 0-12 12-24
2006 - -
2007 - -
2008 37,216 11,425
2009 34,957 11,020
2010 34,292 10,910
2011 36,921 10,388
2012 36,317 11,461
2013 34,894 13,152
2014 34,762 13,022
2015 35,659 13,677
2016 36,703 16,456
2017 39,306 16,655
2018 41,190 15,721
2019 37,619 16,604
2020 35,258 15,679
2021 24,858 9,917

Enhanced Care 2022 225 220
333 322

2024 384 319

2025 370 307

2026 356 295

Weighted count in future fiscal years (shaded area) for fiscal loss years 2021 and prior is calculated from historical Thrid Party Liability - Bolidy Injury reported and closure patterns.
Weighted count in fiscal loss years 2022, 2023 and 2024 is calculated from historical reported and closure patterns of out of province Bl claim exposures.

Incremental Paid ULAE ($000's)

24-36

4,731
4,750
4,622
5,030
5,768
5,706
6,012
7,136
7,630
6,693
7,670
7,787
4,144
2,220

11

150

172

165

159

36-48

3,024
2,774
2,888
3,216
3,329
3,212
3,717
3,951
3,684
3,950
4,974
5,284
2,446

48 - 60

60-72

762
860
981
1,119
1,199
1,319
1,318
1,642

2,711
3,195

72-84

84-96

96 - 108

144
155
156
164
178
198
309
366
513
754
1,004
1,001
507
303
9

11

12

12

1

108 - 120

99
105

95
113
115
136
186
250
372
515
687
684
348
208

7

8
8

120-132

132- 144

26
26
26
45
48
75
60
74
121
157
217
310
419
419

144 - 156

25
25
25
29
42
48
59
83
117
151
212
306
415
416
188
104

[SESESENEN

Incremental Paid ULAE is computed by multiplying the weighted claim exposure counts above by the fiscal year ULAE cost per weighted claim exposure calculated in T.Appendix C.6.10

Fiscal Loss Year 0-12 12-24
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016 23,764
2017 56,759 28,240
2018 69,839 30,324
2019 72,561 35,204
2020 74,754 37,197
2021 58,971 36,662
Enhanced Care 2022* 833 731
1,103 1,121
2024 1,337 1,148
2025 1,332 1,133
2026 1,314 1,118

(1) Incurred ULAE for each Fiscal Loss Year is the sum of paid ULAE from each age interval

24-36

10,304
12,938
12,910
16,261
18,473
15,320
7,368
385
542
635
627
618

36-48

5,367
6,698
7,106
8,375
11,800
19,534
8,116
5,503
256
352
404
399
393

48 - 60

3,254
4,306
4,617
6,079
8,068
15,713
13,166
7,322
4,430
175
235
274
270
267

60-72

1,731
2,237
2,542
3,481
4,933

10,021

10,602

12,293
6,275
3,745

110
148
172
170
167

72-84

914
1,024
1,235
1,620
2,428
5,528
5,571
8,519
8,941
4,537
2,726

121
135
133
132

Incremental Payment Pattern Selection (Incremental Paid ULAE as a Percentage of Incurred ULAE)

Fiscal Loss Year pattern

from PY2023 perspective 0-12 12-24
(a) 2024 30.73% 26.39%
(b) 2025 30.93%
(c) 2026

(d) PY 2023 Selected 7.68% 22.06%

24-36
14.59%
26.32%
30.93%

24.54%

36-48
9.29%
14.55%

26.32%

16.18%

48 - 60
6.30%
9.26%
14.55%

9.84%

60-72
3.95%
6.28%
9.26%

6.44%

72-84
3.10%
3.94%
6.28%

4.32%

84-96

393

84-96
1.82%
3.10%
3.94%

2.99%

(a) to (c) are the ratio of incremental Paid ULAE in each development period over the total Paid ULAE of the fiscal loss year
(d) =[50%*(a)+100%*(b)+50%*(c))/(50%+100%+50%); 50%/100%/50% represents the weights for fiscal loss years 2024 to 2026, and the weighted results are off-balanced to 100% for PY2023 payment patterns.

' Reference: "Two Alternative Methods for Calculating the Unallocated Loss Adjustment Expense Reserve"; Mango, Donald F., FCAS, MAAA and Allen, Craig A., FCAS, FCIA; Casualty Actuarial Society Forum, Fall 1999 volume
Available: http://www.casact.org/pubs/forum/99fforum/99ff233.pdf

96 - 108

224
265
316
378
469

1,142

1,216

1,784

2,717

3711

3,792

1,969

1,209

45
53

52

96 - 108
1.22%
1.81%
3.10%

1.99%

108 - 120

143
179
184
239
273
504
619
869
1,339
1,903
2,602
2,659
1,385
852

31
37

36

108 - 120

0.85%
1.22%
1.81%

127%

120-132

80
94
124
116
165
299

120 - 132

0.57%
0.84%
1.22%

0.87%

132-144

132-144

0.39%
0.57%
0.84%

0.59%

* Enhanced Care 2022 denotes the 11 month period beginning one month into Fiscal Loss Year 2022 (May 1, 2021) up until the end of the fiscal loss year (March 31, 2022)

144 - 156

42
48
53
68
155
160
204
301
431
574
822
1,219
1,697
1,744

144 - 156
0.27%
0.39%
0.57%

0.40%

156 - 168

156 - 16

156 - 168

0.18%
0.27%
0.39%

0.28%

8

168 - 180

168 - 180

42
46
72

73
100
146
153
185
263
351
500
736
1,020
1,048
492
282

aoaas

168 - 180

0.12%
0.18%
0.27%

0.19%

180 - 192

180 - 19:

180 - 192

0.09%
0.12%
0.18%

0.13%

2

192-204 204 -216

192 - 20

4

204 -216

103
108
112
125
127
157
166
199
285
386
544
794
1,096
1,125
540
315

W wwwN

Technical Appendix C.6.8

1)
Incurred
ULAE

3,829
4,351
4,305
4,249

192-204 204-216 216-228 228 -240

0.06%
0.08%
0.12%

0.09%

0.08%
0.06%
0.08%

0.07%

0.08%
0.06%

0.05%

0.08%

0.02%



ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.9

Fiscal Year Average ULAE Cost per Weighted Claim Exposure

From Legal-based Accident Benefits Coverages to Enhanced Accident Benefits Coverages
For Fiscal Loss Years 2017 to 2026

as of August 31, 2022

Number of Weighted Claim Exposure Counts
Fiscal Year AB-MR AB-WB AB-DB
(1) (2) (3)
2017 89,769 6,134 489
2018 94,548 5,245 475
2019 94,662 4,416 460
2020 98,278 5,375 539
2021 80,781 4,278 474
From ICBC Historical Data
Allocated ULAE ($000's)
Fiscal Year AB-MR AB-WB AB-DB
(4) (5) (6)
2017 14,076 6,602 387
2018 17,215 8,074 475
2019 18,431 8,644 498
2020 24,545 11,512 551
2021 28,129 13,193 536
From Technical Appendix| C.6.11 column (13) C.6.11 column (14) C.6.11 column (15)
Average ULAE Cost per Weighted Claim Exposure Count ($)
Fiscal Year AB-MR AB-WB AB-DB
(M=(4)+(1) (8)=(5)+(2) (9)=(6)+(3)
2017 157 1,076 791
2018 182 1,540 1,001
2019 195 1,958 1,082
2020 250 2,142 1,023
2021 348 3,084 1,130
Relativity of Indicated Average ULAE Cost
per Weighted Claim Exposure Count
Fiscal Year AB-MR AB-WB AB-DB
(10)=(7)=(7) (11)=(8)=(7) (12)=(9)+(7)
2017 1.00 6.86 5.05
2018 1.00 8.46 5.50
2019 1.00 10.05 5.56
2020 1.00 8.58 4.10
2021 1.00 8.86 3.24
(a) Selected Relativity
Average 5 Years 1.00 8.56 4.69
(FY2017-FY2021)
Modelled Number of EAB Weighted Claim Exposure Counts
Fiscal Year EAB-MR EAB-ED EAB-PI/IDB
(13) (14) (15)
2023 77,768 7,774 1,573
2024 88,784 10,513 2,075
2025 92,020 11,316 2,749
2026 95,202 12,112 4,006
From Technical Appendix C.6.2 C.6.3 C6.4&C.65
diagonal sums
Relativity Weighted EAB Indicated Average ULAE Cost ($)
EAB ULAE ($000's)| EAB Claim Exposure per Weighted Claim Exposure Count
Fiscal Year (16) Counts EAB-MR EAB-ED EAB-PIIDB
(17) (18) (19) (20)
2023 116,737 151,706 769 6,588 3,609
2024 123,769 188,519 657 5,621 3,079
2025 127,989 201,792 634 5,430 2,974
2026 140,647 217,682 646 5,532 3,030
(b) Selected Long Term Trend Rate 2.0% 2.0% 2.0%
From Ic 2‘;3'{;?;“' (2 ff))ﬁ((1132);')(x1(112))x (16)=(17)x(10a) (16)=(17)x(11a) (16)+(17)x(12a)




ICBC Actuarial Analysis for PY 2023 Technical Appendix C.6.10

Fiscal Year Average ULAE Cost per Weighted Claim Exposure for Basic Vehicle Damage Coverage (BVDC), Third Party
Liability (TPL) - Property Damage (TPL-PD) and TPL - Out of Province Bodily Injury (TPL-OOP BI)

For Fiscal Loss Years 2017 to 2025

as of August 31, 2022

Number of Weighted Claim Exposure Counts
) BVDC/TPL-PD TPL-BI/TPL-OOP BI
Fiscal Year
(1) (2)
2017 270,646 71,348
2018 267,580 74,590
2019 248,129 68,757
2020 239,757 69,527
2021 169,601 60,668
2022 223,410 32,023
From ICBC Historical Data including both legal-based and Enhanced Care
Allocated ULAE ($000's)
. BVDC/TPL-PD TPL-BI/TPL-OOP BI
Fiscal Year
(3) (4)
2017 68,586 103,030
2018 76,236 126,470
2019 78,464 132,620
2020 79,009 147,412
2021 69,362 143,926
2022 71,048 118,380
From Technical Appendix C.6.11 column (16) ** see note below
Average ULAE Cost per Weighted Claim Exposure Count ($)
Fiscal Year BVDC/TPL-PD TPL-BI/TPL-OOP BI
(5)=(3)+(1) (6)=(4)+(2)
2017 253 1,444
2018 285 1,696
2019 316 1,929
2020 330 2,120
2021 409 2,372
2022 318 3,697
Trended 2022* 370 3,191
Modelled average ULAE Cost per Weighted Exposure Count ($)
Fiscal Year Expense Trend Rate BVDC/TPL-PD TPL-OOP BI*
(7) (8) (9)
2023 4.0% 385 3,319
2024 4.9% 404 3,480
2025 3.5% 418 3,602
Selected Long Term Trend Rate 2.0% 2.6%
From | Internal actuarial analysis calculated by applying (J)sznsorsattz):oe;i)ht(;e(gz Trended 2022 average

Notes:

*Trended 2022 values is calculated from fitted exponetial regression curves with fiscal year 2017 to 2022 data. By doing that, the volatility with historical data
could be smoothed.

**TPL-BI/TPL-OOP Bl denotes legal-based bodily injury claims on or before April 31, 2021 and third-party out-of-province bodily injury claims on or after May 1,
2021. After the completion of the ULAE analysis in this Application, it was found that the average ULAE costs for TPL-OOP Bl were derived using outdated data
and assumptions, and a 2.6% trend beyond fiscal year 2025 was inadvertently applied, instead of the 2.0% trend that was selected. This results in an
overstatement of the ULAE costs for PY 2023 by $104,000. Due to the timing of this discovery, and its immaterial impact, the ULAE forecast for PY 2023
continues to rely on average ULAE costs derived using the outdated assumptions including the 2.6% trend, shown in this exhibit.
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Allocation of Fiscal Year ULAE by Coverage ($ 000's)
For Fiscal Loss Years 2017 to 2022
as of August 31, 2022

Claims Handling
Recovery and
) Rehabilitation
Fiscal Year Injury Adjusting Services MD Services First Contact Others Total Overhead Factor
@ @) @ (5) (6) 1)
2017 80,512 1,794 34,337 13,371 62,724 192,738 1.48
2018 107,158 2,326 42,291 14,933 61,823 228,530 1.37
2019 108,882 2,805 42,406 14,630 69,993 238,717 1.41
2020 119,593 7,758 42,953 13,842 78,940 263,086 143
2021 127,733 13,560 41,982 12,626 59,293 255,193 1.30
2022 97,590 60,882 41,916 12,973 70,037 283,398 1.33
From ICBC data of Basic internal claims services expenses (excluding project costs) (1)+(2)+(3)+(4)+(5) (5) + sum [(1) to (4)] + 1
Notes:

(5) Consists of costs for claims programs, claims administrative and other claims support and advisory roles and functions.

Claims Service Expenses - Historical Allocation by Legal-based Coverage Total
) _ AB * AB-DB BVDC/TPL-PD TPL-BI/TPL-OOP BI ** (12)
Claims Handling (8) (9) (10) (11)
(a) Injury Adjusting 14.9% 0.3% 0.0% 84.7% 100.0%
(b) Recovery and Rehabilitation Services 91.2% 0.0% 0.0% 8.8% 100.0%
(c) MD Services 0.0% 0.0% 100.0% 0.0% 100.0%
(d) First Contact 2.1% 0.0% 89.2% 8.6% 100.0%
From Internal actuarial analysis (8)+(9)+(10)+(11)
|* (e) Medical Rehabilitation % of AB 68.1%
Allocated ULAE
Fiscal Year AB-MR AB-WB AB-DB BVDC/TPL-PD TPL-BI/TPL-OOP BI ** Total
(13) (14) (15) (16) 17) (18)
2017 14,076 6,602 387 68,586 103,087 192,738
2018 17,215 8,074 475 76,236 126,529 228,530
2019 18,431 8,644 498 78,464 132,680 238,717
2020 24,545 11,512 551 79,009 147,469 263,086
2021 28,129 13,193 536 69,362 143,973 255,193
2022 63,649 29,853 419 71,048 118,430 283,398

Notes:

(13)=[(1)x (a) + (2) x (b) + (3) x (c) + (4) x (d)] x (7) x (e) by fiscal year

(14)=[(1) x (@) + (2) x (b) + (3) x (c) + (4) x (d)] x (7) x (1 - (e)) by fiscal year

(15), (16), (17) = [(1) x (@) + (2) x (b) + (3) x (c) + (4) x (d)] x (7) by fiscal year

(18) = (13)+(14)+(15)+(16)+(17)

* AB includes MR and WB with the MR proportion (e) derived from internal actuarial analysis.

** TPL-BI/TPL-OOP Bl denotes legal-based bodily injury claims on or before April 30, 2021 and third-party out-of-province bodily injury claims on or after May 1, 2021.
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i ‘ 2023 RRA Chapter 3, Technical Appendix E.0 — Payment Patterns Data and Methodology

A INTRODUCTION

1. Section B of this Technical Appendix describes the loss and allocated loss adjustment
expense (ALAE) payment patterns. Section C discusses the unallocated loss adjustment expense
(ULAE) payment patterns. Section D explains the calculation of the payment pattern for general

expenses excluding merchant fees.

B LOSS AND ALAE
B.1 DATA

2. The historical claims costs data used in the payment pattern analysis in this Application is
similar to that used for the 2021 Revenue Requirements Application (2021 RRA)." ICBC does not
have sufficient experience under Enhanced Accident Benefits (EAB) to develop its own payment
patterns and will continue to leverage the historical claims payment data from Manitoba Public
Insurance (MPI). Given the large differences between the legal-based Accident Benefits (AB)
product and the EAB product, it is not appropriate for the purposes of this revenue requirements
application to rely on the legal-based AB payment patterns. For other Basic insurance coverages,
ICBC'’s historical paid loss and ALAE data by fiscal loss year (FLY) are used, with adjustments

as appropriate.

B.2 METHODOLOGY

3. The determination of payment pattern assumptions relies on the results of the Paid
Development Method for loss and ALAE. The Paid Development Method is described in Technical
Appendix C.0, Section B. Once loss and ALAE data have been compiled and loss development
factors have been calculated for each period, the following five steps are taken to estimate the

percentage of Policy Year (PY) 2023 loss and ALAE paid in each successive period.

Step 1 — Select paid development factors for loss and ALAE payments on a FLY basis.
Step 2 — Convert FLY paid development factors to policy year factors.
Step 3 — Calculate the annual payment pattern (i.e., percentage of ultimate loss and ALAE

paid over time).

" ICBC followed the Government Directive of November 30, 2020 with respect to ICBC’s Application for a General Rate
Change Order for the 2021 Policy Year approved by Order in Council 632, December 14, 2020.
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Step 4 — Apply indexation factors to the annual payment pattern for EAB - Medical
Rehabilitation (EAB-MR) and EAB - Enhanced Disability (EAB-ED)
sub-coverages.

Step 5 — Calculate the quarterly payment pattern for the first three years.

4. Step 1: As discussed in the Section B.1 above, ICBC continues to rely on related
experience for the EAB coverages, that being MPI’s historical claims payment data. As a result,
the age-to-age paid development factors by FLY for these coverages, as shown in column (a) of
Technical Appendices E.1 to E.4, are based on the results of MPI’s paid development analysis

supporting their 2023 general rate application as of July 12, 2022.2

5. For other Basic insurance coverages, selections for the paid development factors by FLY
are shown in row (a) of Technical Appendices E.5 to E.7. Basic Vehicle Damage Coverage
(BVDC) and Third Party Liability-Property Damage (TPL-PD) historical paid loss and ALAE data

are net of salvage and subrogation.

6. The baseline selection for the BVDC and TPL-PD development factors is the average of
the six most recent factors, excluding the highest and lowest factors. This represents a change
from the 2021 RRA where selections from the 2021 RRA Chapter 3, Appendix D, Estimates of
Incurred Loss and ALAE were used. These baselines are selected for the specific purpose of
forecasting the policy year loss and ALAE payments. They provide a balance between stability of
the selections from one analysis to another and responsiveness to recent experience, while
excluding any potential outliers that might introduce bias if they remained in the calculation. The
Third Party Liability — Out-of-Province Bodily Injury (TPL-OOP BI) historical paid loss and ALAE
data develops more slowly and is subject to more volatility so a longer baseline average is
selected, that being the average of the eight most recent factors, excluding the highest and lowest

factors.

7. While recent history includes payments impacted by the COVID-19 pandemic, the longer
term baseline average (six years or eight years) that excludes the highest and lowest
development factors adequately smooths this out. The selections by sub-coverage are shown in

Figure E.O0.1 below.

2 https://apps.mpi.mb.ca/Rate-Application/2023/2023 GRA.pdf - Part VII - Investments, Capital, Reserves &
RiskManagement, External Actuary Review 2023 General Rate Application, Actuarial Report on Manitoba Public
Insurance Corporation Universal Compulsory Automobile Insurance as of March 31, 2022 (EAR Attachment B).
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Figure TA E.0.1 — Paid Development Method Selections for Payment Patterns

Technical o i

Appendix Description Selection

E.5 BVDC Loss and ALAE Net of Salvage of e Baseline from 12 months to 72 months
Subrogation Payment Patterns ¢ No development after 72 months

E.6 TPL-PD Loss and ALAE Net of Salvage e Baseline from 12 months to 96 months
and Subrogation Payment Patterns ¢ No development after 96 months

E.7 TPL-OOP BI Loss and ALAE Payment e Baseline from 12 months to 216 months
Patterns ¢ No development after 216 months

8. Step 2: The paid development factors by FLY selected in Step 1 do not recognize the
timing difference between the average accident date and the effective date of the policy covering
the claims. As an example, the average accident date is six months after the average policy
written date for annual policies. In order to appropriately reflect this timing difference, the
FLY-based paid development factors for each coverage are converted to a policy year basis using
an algebraic formula based on a paper titled “Techniques for the Conversion of Loss Development
Factors”, published by the Casualty Actuary Society.® The algebraic formula used for the
conversion is shown below.*

_ (+gW
o (1 + glil
where f, represents the policy year factors to develop paid losses from age kto age k+1, and gy
represents the accident year factor to develop paid losses from age k to age k+1. In summary,
the appropriate use of the conversion formula requires the following conditions to be met for

policies and claims costs. ICBC has confirmed that all conditions are met.

1) Policies are written uniformly over the calendar year. In the context of this
Application, ICBC’s policies are uniformly written over the “policy period”; ICBC has
determined that the written pattern for Basic insurance policies sufficiently satisfies

this condition.

2) Each policy has a development pattern that corresponds to an accident year.
Since most of ICBC’s policies are on an annual term, development patterns

correspond to an accident year (or FLY, as used at ICBC).

3 Spore, Louis, Techniques for the Conversion of Loss Development Factors. Accessed October 16, 2020,
https://www.casact.org/pubs/forum/98sforum/98sf373.pdf
4 Details of the derivation of the algebraic formula and its underlying assumptions are laid out in the paper.
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3) Expected losses for each risk are the same. ICBC analyzes the payment patterns
by sub-coverage. Within each sub-coverage, the loss and ALAE are expected to be

similar.

4) The number of policies is large. ICBC has approximately 4.4 million Basic insurance

policies, thus meeting this condition.

9. Policy year age-to-age factors are shown in column (b) of Technical Appendices E.1 to
E.4 and row (b) of Technical Appendices E.5 to E.7.

10. Step 3: The product of age-to-age paid loss development factors on a policy year basis
from Step 2 produces age-to-ultimate paid development factors. The cumulative percentage of
paid loss and ALAE for two time periods, PY 2023-1 (policies written from April 1, 2023 to
March 31, 2024) and PY 2023-2 (policies written from April 1, 2024 to March 31, 2025), are
calculated as the inverse of the age-to-ultimate paid development factors, with PY 2023-2 offset
by one year. The PY 2023 cumulative percentage of paid loss and ALAE excluding the impact of
indexation is the average of PY 2023-1 and PY 2023-2. The PY 2023 incremental percentage of
paid loss and ALAE is the difference between current and prior period cumulative paid
development factors. These calculations are shown in columns (c) to (g) of Technical Appendices
E.1 to E.4 and rows (c) to (g) of Technical Appendices E.5 to E.7. Technical Appendices E.3 and
E.4, column (g), and Technical Appendices E.5 to E.7, row (g) also include the calculations

described in Step 5.

11. Step 4: As discussed in Technical Appendix Set C.1 (Enhanced Accident Benefits
Reserving Analysis), the future benefits for EAB-MR and EAB-ED need to be adjusted (indexed)

based on the inflation assumptions cited in Appendix C.0, Figure C.0.3.

12. The calculation of indexation factors for both EAB-MR and EAB-ED is presented in
Technical Appendix E.8. The inflation forecast (column a) is first applied to the FLYs that coincide
with PY 2023 (FLYs 2024, 2025 and 2026) by payment year, as shown in columns (b), (c), and
(d) for EAB-MR and columns (g), (h) and (i) for EAB-ED. The PY 2023 inflation impact is then
calculated from a weighted average of FLYs 2024, 2025 and 2026 assuming that PY 2023 claims
are incurred as PY 2023 policies are earned (columns (e) and (j) for EAB-MR and EAB-ED
respectively). The earning pattern of the PY 2023 policies is shown in Section D, Figure E.0.3.
Finally, the PY 2023 inflationary impact is accumulated over time to produce the PY 2023
indexation factors (columns (f) and (k) for EAB-MR and EAB-ED respectively).
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13. To obtain the incremental percentage of paid loss and ALAE including indexation for
EAB-MR and EAB-ED (in Technical Appendices E.1 and E.2), the PY 2023 incremental
percentage of paid loss and ALAE (excluding indexation) is multiplied by the PY 2023 indexation
factors and then scaled down proportionately so that the sum of all payment years is 100%. The
incremental and cumulative percentages of paid loss and ALAE including indexation for EAB-MR

and EAB-ED are shown in columns (i) and (j) respectively of Technical Appendices E.1 and E.2.

14. Step 5: In order to provide more precise cash flows for discounting purposes within the
first three years, when a meaningful portion of total payments is expected to take place,
incremental paid percentages are further broken down into quarters. However, since MPI
quarterly payment data is not available and the algebraic technique discussed in Step 2 above
requires data in twelve month increments, quarterly development factors are not available on a
PY basis. As a result, ICBC has adopted the quarterly payment patterns from the 2019 Revenue
Requirements Application for the first two payment years as an approximation for the policy year
quarterly payment patterns. For the third payment year, ICBC has assumed equal (25%) weight
to each quarter. ICBC deems this a reasonable approximation at this time given the absence of

data available relating to this matter.

15. Figure E.0.2 below shows the coverages from the 2019 Revenue Requirements
Application from which the policy year quarterly payment patterns are used for the first two
payment years in this Application. As ICBC obtains data under the Enhanced Care product these
patterns will be adjusted. The Technical Appendices listed in Figure E.0.2 are separately filed in

Excel format.
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Figure TA E.0.2 - Coverages from the 2019 RRA for Quarterly Payment Patterns

2023 RRA Technical Appendix 2019 RRA
Enhanced Accident Benefits E.1toEA4 Accident Benefits
Basic Vehicle Damage Coverage E.5 Property Damage
Third Party Liability — Property Damage E.6 Property Damage
Third Party Liability — Out-of-Province Bodily Injury E.7 Bodily Injury

C ULAE

16. Information about the life cycle of a claim is used to determine when ULAE is expected to

be paid. Specifically, ULAE is expected to be paid according to the amount of effort expended

during the four phases of a claim’s life cycle:

o Opening of the claim.
. Maintenance of the claim while it is open.
. Completion of the claim. A claim is completed when no further case management

activity is expected.
° Claim is completed but not closed. In this phase there is no further case
management activity (ULAE payments are completed), but the claim is not closed

to enable pre-determined, ongoing payment streams to the claimant.

17. For EAB-MR and EAB-ED, loss and ALAE payments extend much further into the future
than the ULAE payments. Some of these claims are expected to be in the complete but not closed
phase (as described above) as long-term loss and ALAE payments continue after adjusting

activity (ULAE payments) is completed.

18. Appendix E.2 provides a summary of the ULAE payment patterns which are from
Technical Appendix Set C.6. The first three payment years are broken down by quarter using the

loss and ALAE quarterly payment patterns as weights.

D GENERAL EXPENSES EXCLUDING MERCHANT FEES

19. General expenses, excluding merchant fees, are recognized over the entire life of the
policy. Since PY 2023 is a 24-month period, the policies written in that period will be earned over
36 months from April 1, 2023 to March 31, 2026. This is illustrated in Figure E.O0.3.
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Figure TA E.0.3 - Earning Pattern for General Expenses by Quarter

1-Q1ivi-Q2ivi-Q3ivi-q4

- Q1iY2-Q2iY2-Q3!Y2-Q4

3-Q1:Y3-Q2!Y3-Q3!Y3-Q4

PY 2023 Policies Earning over
Fiscal Year 2023/24
Apr 1,2023 to Mar 31, 2024

PY 2023 Policies Earning over
Fiscal Year 2024/25
Apr 1,2024 to Mar 31, 2025

PY 2023 Policies Earning over
Fiscal Year 2025/26
Apr 1, 2025 to Mar 31, 2026

20. The earned proportion is the shaded portion of Figure E.0.3 and is calculated for each
quarter by using the formula for the area of an isosceles right triangle and the formula for the area

of a rectangle.

21. For FY 2023/24, the area of each quarter is calculated as:

FY 2023/24 Q1 (Y1 - Q1):

(1/2) x (3/12) x (3/12) = 9/288 = 1/32 earned in Q1
FY 2023/24 Q2 (Y1 - Q2):

(3/112) x (3/12) + (1/2) x (3/12) x (3/12) = 27/288 = 3/32 earned in Q2
FY 2023/24 Q3 (Y1 - Q3):

(3/12) x (6/12) + (1/2) x (3/12) x (3/12) = 45/288 = 5/32 earned in Q3
FY 2023/24 Q4 (Y1 - Q4):

(3/12) x (9/12) + (1/2) x (3/12) x (3/12) = 63/288 = 7/32 earned in Q4

22. For FY 2024/25, the area of each year-quarter is (3/12) x (12/12) = 1/4, and the earning
pattern for FY 2025/26 is a mirror image of FY 2023/24 (FY 2025/26 Q1 is 7/32, FY 2025/26 Q2
is 5/32, etc.).

23. These proportions are then normalized to 100% for each fiscal year and applied as

quarterly weights to each fiscal year for general expenses, excluding merchant fees, as reported

Insurance Corporation of British Columbia
December 15, 2022
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in Appendix D.1 columns (4) and (5). The fiscal year quarterly weights are presented below in
Figure E.0.4.

Figure TA E.0.4 - Fiscal Year Quarterly Weights for General Expenses, Excluding Merchant
Fees

Earning Period Q el qur
uarterly Weights
Year1-Q1 6%
Year 1-Q2 19%
Year 1-Q3 31%
Year 1-Q4 44%
Year 2 - Q1 25%
Year 2 - Q2 25%
Year 2 - Q3 25%
Year 2 - Q4 25%
Year 3 -Q1 44%
Year 3 - Q2 31%
Year 3 -Q3 19%
Year 3 - Q4 6%
Insurance Corporation of British Columbia TA E.0-9
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Calculation of Loss and ALAE Payment Pattern as of August 31, 2022

Enhanced Accident Benefits - Medical Rehabilitation

Annual Paid Development Factors

ICBC Actuarial Analysis for PY 2023

Excluding Indexation

Including Indexation

Technical Appendix E.1

Including Indexation

% Paid

% Paid

% Paid

Selected Age-to-Age LDF Policy Year Age-to-Age LDF Age-to-Ultimate LDF Payment Year % Paid
PY 2023-1 PY 2023-2 PY 2023 PY 2023
(b) (c) (d) (e) ()
12to 24 2.0520 12to 24 3.0520 12 to Ult 9.1200 Year 1 10.96% 0.00% 5.48% 5.48%
24t0 36 1.1550 24t0 36 1.4489 24 to Ult 2.9882 Year 2 33.46% 10.96% 22.21% 16.73%
36 to 48 1.0765 36 to 48 1.1129 36 to Ult 2.0624 Year 3 48.49% 33.46% 40.98% 18.76%
48 to 60 1.0615 48 to 60 1.0635 48 to Ult 1.8531 Year 4 53.96% 48.49% 51.22% 10.25%
60 to 72 1.0355 60 to 72 1.0433 60 to Ult 1.7424 Year 5 57.39% 53.96% 55.68% 4.45%
72to 84 1.0300 72to 84 1.0327 72to Ult 1.6701 Year 6 59.88% 57.39% 58.63% 2.96%
84 to 96 1.0300 84 to 96 1.0300 84 to Ult 1.6172 Year7 61.84% 59.88% 60.86% 2.22%
96 to 108 1.0300 96 to 108 1.0300 96 to Ult 1.5701 Year 8 63.69% 61.84% 62.76% 1.91%
108 to 120 1.0300 108 to 120 1.0300 108 to Ult 1.5244 Year 9 65.60% 63.69% 64.65% 1.88%
120 to 132 1.0300 120 to 132 1.0300 120 to Ult 1.4800 Year 10 67.57% 65.60% 66.58% 1.94%
132to 144 1.0300 132 to 144 1.0300 132 to Ult 1.4368 Year 11 69.60% 67.57% 68.58% 2.00%
144 to 156 1.0300 144 to 156 1.0300 144 to Ult 1.3950 Year 12 71.69% 69.60% 70.64% 2.06%
156 to 168 1.0280 156 to 168 1.0290 156 to Ult 1.3544 Year 13 73.84% 71.69% 72.76% 2.12%
168 to 180 1.0230 168 to 180 1.0255 168 to Ult 1.3162 Year 14 75.97% 73.84% 74.90% 2.14%
180 to 192 1.0190 180 to 192 1.0210 180 to Ult 1.2835 Year 15 77.91% 75.97% 76.94% 2.04%
192 to 204 1.0170 192 to 204 1.0180 192 to Ult 1.2572 Year 16 79.54% 77.91% 78.73% 1.79%
204 to 216 1.0165 204 to 216 1.0167 204 to Ult 1.2350 Year 17 80.97% 79.54% 80.26% 1.53%
216 to 228 1.0161 216 to 228 1.0163 216 to Ult 1.2146 Year 18 82.33% 80.97% 81.65% 1.39%
228 to 240 1.0153 228 to 240 1.0157 228 to Ult 1.1951 Year 19 83.67% 82.33% 83.00% 1.35%
240 to 252 1.0145 240 to 252 1.0149 240 to Uit 1.1767 Year 20 84.99% 83.67% 84.33% 1.33%
252 to 264 1.0138 252 to 264 1.0142 252 to Ult 1.1594 Year 21 86.25% 84.99% 85.62% 1.29%
264 to 276 1.0131 264 to 276 1.0135 264 to Ult 1.1432 Year 22 87.47% 86.25% 86.86% 1.24%
276 to 288 1.0125 276 to 288 1.0128 276 to Ult 1.1280 Year 23 88.65% 87.47% 88.06% 1.20%
288 to 300 1.0118 288 to 300 1.0121 288 to Ult 1.1138 Year 24 89.78% 88.65% 89.22% 1.16%
300 to 312 1.0112 300 to 312 1.0115 300 to Ult 1.1004 Year 25 90.88% 89.78% 90.33% 1.11%
312to 324 1.0107 312to 324 1.0110 312 to Ult 1.0879 Year 26 91.92% 90.88% 91.40% 1.07%
324 to 336 1.0101 324 to 336 1.0104 324 to Uit 1.0761 Year 27 92.93% 91.92% 92.43% 1.03%
336 to 348 1.0096 336 to 348 1.0099 336 to Ult 1.0650 Year 28 93.90% 92.93% 93.42% 0.99%
348 to 360 1.0092 348 to 360 1.0094 348 to Ult 1.0545 Year 29 94.83% 93.90% 94.36% 0.95%
360 to 372 1.0087 360 to 372 1.0089 360 to Ult 1.0447 Year 30 95.72% 94.83% 95.27% 0.91%
372to 384 1.0083 372to 384 1.0085 372 to Ult 1.0355 Year 31 96.57% 95.72% 96.15% 0.87%
384 to 396 1.0079 384 to 396 1.0081 384 to Ult 1.0268 Year 32 97.39% 96.57% 96.98% 0.84%
396 to 408 1.0075 396 to 408 1.0077 396 to Ult 1.0186 Year 33 98.18% 97.39% 97.78% 0.80%
408 to 420 1.0071 408 to 420 1.0073 408 to Ult 1.0108 Year 34 98.93% 98.18% 98.55% 0.77%
420 to 432 1.0000 420 to 432 1.0035 420 to 432 1.0035 Year 35 99.65% 98.93% 99.29% 0.74%
432 to Ult 1.0000 432 to Ult 1.0000 432 to Ult 1.0000 Year 36 100.00% 99.65% 99.82% 0.54%
Year 37 100.00% 100.00% 100.00% 0.18%
Notes:

(a) Loss Development Factors 12-216 as of March 31, 2022 from 2023 MPI General Rate Application (July 12, 2022) EAR ("MPI Application") Attachment B, Appendix F, page 20, column 9;
Successive LDF's reduced by 5% starting at the 216-228 factor (1.0161) for 17 years according to MPI Application, Attachment B, Appendix F, page 18.

https://apps.mpi.mb.ca/Rate-Application/2023/2023 GRA.pdf

(b) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “Techniques for the Conversion of Loss Development Factors”, published by the Casualty Actuary Society.

(c) Age-to-Ultimate LDF = product of column (b) beginning from the same maturity
(d) PY 2023-1 Cumulative % Paid excluding indexation = 1/ (c)

(e) PY 2023-2 Cumulative % Paid excluding indexation = 1/ (c) Prior
(f)  PY 2023 Cumulative % Paid excluding indexation = ((d) + (e)) / 2

(g) Incremental % Paid excluding indexation = (f) - (f) Prior
(h) Technical Appendix E.8 column (f)
(i) Incremental % Paid including indexation = sumproduct of (g) and (h), normalized such that the cumulative sum of the sumproducts equals 100%
(i) Cumulative % Paid including indexation = summation of (i) up to current row Age
(k) Incremental % Paid including indexation = sumproduct of (d) and (h), and (e) and (h), and the relevant smoothing parameters normalized such that the cumulative sum of the sumproducts equals 100%
(i) Cumulative % Paid including indexation = summation of (k) up to current row Age

Smoothing!"! % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-MR
Smoothing™ % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-MR

PY 2023 Ci ) o]
Payment Year  Indexation % Paid % Paid Year-’Quar;er % Paid % Paid
Factor PY 2023 PY 2023 PY 2023 PY 2023
(h) (i) @) (k) (1)
Year 1 1.0000 4.59% 4.59% Year 1-Q1 0.05% 0.05%
Year 2 1.0130 14.18% 18.76% Year 1-Q2 0.49% 0.54% Smoothing!”!
Year 3 1.0312 16.18% 34.94% Year 1-Q3 1.27% 1.80%
Year 4 1.0539 9.03% 43.98% Year 1-Q4 2.78% 4.59%
Year 5 1.0750 4.00% 47.98% Year 2-Q1 2.35% 6.93%
Year 6 1.0965 2.71% 50.69% Year 2-Q2 3.15% 10.08% Smoothing®
Year7 1.1184 2.08% 52.77% Year 2-Q3 3.53% 13.61%
Year 8 1.1408 1.82% 54.59% Year 2-Q4 5.16% 18.76%
Year 9 1.1636 1.83% 56.42% Year 3-Q1 3.96% 22.72%
Year 10 1.1869 1.93% 58.35% Year 3-Q2 4.32% 27.04% Smoothing®
Year 11 1.2106 2.02% 60.37% Year 3-Q3 3.90% 30.94%
Year 12 1.2348 2.13% 62.50% Year 3-Q4 4.00% 34.94%
Year 13 1.2595 2.23% 64.73% Year 4 9.03% 43.98%
Year 14 1.2847 2.30% 67.03% Year 5 4.00% 47.98%
Year 15 1.3104 2.23% 69.27% Year 6 2.71% 50.69%
Year 16 1.3366 2.00% 71.26% Year7 2.08% 52.77%
Year 17 1.3634 1.75% 73.01% Year 8 1.82% 54.59%
Year 18 1.3906 1.62% 74.63% Year 9 1.83% 56.42%
Year 19 1.4184 1.60% 76.23% Year 10 1.93% 58.35%
Year 20 1.4468 1.61% 77.84% Year 11 2.02% 60.37%
Year 21 1.4757 1.59% 79.43% Year 12 2.13% 62.50%
Year 22 1.5053 1.57% 81.00% Year 13 2.23% 64.73%
Year 23 1.5354 1.54% 82.54% Year 14 2.30% 67.03%
Year 24 1.5661 1.51% 84.05% Year 15 2.23% 69.27%
Year 25 1.5974 1.49% 85.53% Year 16 2.00% 71.26%
Year 26 1.6293 1.46% 86.99% Year 17 1.75% 73.01%
Year 27 1.6619 1.43% 88.42% Year 18 1.62% 74.63%
Year 28 1.6952 1.40% 89.82% Year 19 1.60% 76.23%
Year 29 1.7291 1.37% 91.19% Year 20 1.61% 77.84%
Year 30 1.7637 1.34% 92.54% Year 21 1.59% 79.43%
Year 31 1.7989 1.31% 93.85% Year 22 1.57% 81.00%
Year 32 1.8349 1.28% 95.13% Year 23 1.54% 82.54%
Year 33 1.8716 1.26% 96.39% Year 24 1.51% 84.05%
Year 34 1.9090 1.23% 97.61% Year 25 1.49% 85.53%
Year 35 1.9472 1.20% 98.81% Year 26 1.46% 86.99%
Year 36 1.9862 0.89% 99.70% Year 27 1.43% 88.42%
Year 37 2.0259 0.30% 100.00% Year 28 1.40% 89.82%
Year 29 1.37% 91.19%
Year 30 1.34% 92.54%
Year 31 1.31% 93.85%
Year 32 1.28% 95.13%
Year 33 1.26% 96.39%
Year 34 1.23% 97.61%
Year 35 1.20% 98.81%
Year 36 0.89% 99.70%
Year 37 0.30% 100.00%

Smoo!hingm % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-MR. % Paid for PY 2023-1 in Year 3 is set to 25% per quarter.
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ICBC Actuarial Analysis for PY 2023 Technical Appendix E.2

Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Enhanced Accident Benefits - Enhanced Disability

Annual Paid Development Factors Excluding Indexation Including Indexation Including Indexation
Ci ive % Ci ive % C ive % PY 2023 Incremental Cumulative % Payment Incremental Cumulative %
Selected Age-to-Age LDF Policy Year Age-to-Age LDF Age-to-Ultimate LDF Payment Year Paid Paid Paid % Paid Payment Year Indexation % Paid Paid Year-Quarter % Paid Paid
PY 20231 PY 20232 PY 2023 PY 2023 Factor PY 2023 PY 2023 PY 2023 PY 2023
(a) (b) (c) (d) (e) (U] (9) (h) (i) () (k) 1)
12to 24 1.9656 12to 24 2.966 12 to Uit 16.8224 Year 1 5.94% 0.00% 2.97% 2.97% Year 1 1.0000 2.29% 2.29% Year 1-Q1 0.02% 0.02%
24t0 36 1.2788 24 t0 36 1.5104 24 to Uit 5.6725 Year 2 17.63% 5.94% 11.79% 8.81% Year 2 1.0064 6.85% 9.14% Year 1-Q2 0.21% 0.23% Smoothing™
36to 48 1.1770 36to 48 1.2217 36to Ult 3.7556 Year 3 26.63% 17.63% 22.13% 10.34% Year 3 1.0204 8.14% 17.28% Year 1-Q3 0.64% 0.87%
48 to 60 1.1285 48 to 60 1.1508 48 to Uit 3.0742 Year 4 32.53% 26.63% 29.58% 7.45% Year 4 1.0408 5.98% 23.26% Year 1-Q4 1.43% 2.29%
60 to 72 1.0975 60 to 72 1.1121 60 to Ult 26714 Year 5 37.43% 32.53% 34.98% 5.40% Year 5 1.0626 4.43% 27.69% Year 2-Q1 0.97% 3.27%
T2to 84 1.0755 T2to 84 1.0860 T2 to Uit 2.4022 Year 6 41.63% 37.43% 39.53% 4.55% Year 6 1.0839 3.80% 31.50% Year 2-Q2 1.36% 4.63% Smoothing®
84 to 96 1.0635 84 to 96 1.0693 84 to Uit 22120 Year 7 45.21% 41.63% 43.42% 3.89% Year 7 1.1055 3.32% 34.81% Year 2-Q3 1.84% 6.47%
96 to 108 1.0585 96 to 108 1.0609 96 to Ult 2.0687 Year 8 48.34% 45.21% 46.77% 3.36% Year 8 1.1276 2.92% 37.73% Year 2-Q4 2.67% 9.14%
108 to 120 1.0525 108 to 120 1.0554 108 to Uit 1.9499 Year 9 51.29% 48.34% 49.81% 3.04% Year 9 1.1502 2.70% 40.43% Year 3-Q1 1.85% 10.99%
120 to 132 1.0470 120 to 132 1.0497 120 to Uit 1.8475 Year 10 54.13% 51.29% 52.71% 2.89% Year 10 1.1732 2.62% 43.05% Year 3-Q2 2.05% 13.05% Smoothing™
132to 144 1.0420 132to 144 1.0445 132 to Uit 1.7601 Year 11 56.82% 54.13% 55.47% 2.77% Year 11 1.1967 2.55% 45.61% Year 3-Q3 2.10% 15.15%
144 to 156 1.0405 144 to 156 1.0412 144 to Uit 1.6851 Year 12 59.34% 56.82% 58.08% 2.61% Year 12 1.2206 2.46% 48.06% Year 3-Q4 2.13% 17.28%
156 to 168 1.0370 156 to 168 1.0387 156 to Uit 1.6184 Year 13 61.79% 59.34% 60.57% 2.49% Year 13 1.2450 2.39% 50.45% Year 4 5.98% 23.26%
168 to 180 1.0330 168 to 180 1.0349 168 to Uit 1.5581 Year 14 64.18% 61.79% 62.99% 2.42% Year 14 1.2699 2.37% 52.82% Year 5 4.43% 27.69%
180 to 192 1.0305 180 to 192 1.0317 180 to Uit 1.5055 Year 15 66.42% 64.18% 65.30% 2.32% Year 15 1.2953 2.32% 55.14% Year 6 3.80% 31.50%
192 to 204 1.0275 192 to 204 1.0290 192 to Uit 1.4592 Year 16 68.53% 66.42% 67.48% 2.18% Year 16 1.3212 2.22% 57.35% Year 7 3.32% 34.81%
204 to 216 1.0265 204 to 216 1.0270 204 to Ult 1.4181 Year 17 70.52% 68.53% 69.53% 2.05% Year 17 1.3476 2.13% 59.48% Year 8 2.92% 37.73%
216 to 228 1.0246 216 to 228 1.0255 216 to Ult 1.3808 Year 18 72.42% 70.52% 71.47% 1.95% Year 18 1.3746 2.06% 61.55% Year 9 2.70% 40.43%
228 to 240 1.0229 228 to 240 1.0238 228 to Ult 1.3464 Year 19 74.27% 72.42% 73.35% 1.88% Year 19 1.4021 2.03% 63.58% Year 10 2.62% 43.05%
240 to 252 1.0213 240 to 252 1.0221 240 to UIt 1.3152 Year 20 76.04% 74.27% 75.15% 1.81% Year 20 1.4301 1.99% 65.57% Year 11 2.55% 45.61%
252 to 264 1.0198 252 to 264 1.0205 252to Ult 1.2867 Year 21 77.72% 76.04% 76.88% 1.72% Year 21 1.4587 1.94% 67.51% Year 12 2.46% 48.06%
264 to 276 1.0184 264 to 276 1.0191 264 to Ult 1.2608 Year 22 79.31% 77.72% 78.51% 1.64% Year 22 1.4879 1.88% 69.39% Year 13 2.39% 50.45%
276 to 288 1.0171 276 to 288 1.0178 276 to Ult 1.2372 Year 23 80.83% 79.31% 80.07% 1.56% Year 23 1.5177 1.82% 71.21% Year 14 2.37% 52.82%
288 to 300 1.0159 288 to 300 1.0165 288 to Ult 1.2156 Year 24 82.26% 80.83% 81.55% 1.48% Year 24 1.5480 1.76% 72.97% Year 15 2.32% 55.14%
300 to 312 1.0148 300 to 312 1.0154 300 to UIt 1.1958 Year 25 83.62% 82.26% 82.94% 1.40% Year 25 1.5790 1.70% 74.68% Year 16 2.22% 57.35%
312to 324 1.0138 312to 324 1.0143 312 to Ult 114777 Year 26 84.91% 83.62% 84.27% 1.32% Year 26 1.6106 1.64% 76.32% Year 17 2.13% 59.48%
324 to 336 1.0128 324 to 336 1.0133 324 to Ult 1.1612 Year 27 86.12% 84.91% 85.51% 1.25% Year 27 1.6428 1.58% 77.90% Year 18 2.06% 61.55%
336 to 348 1.0119 336 to 348 1.0124 336 to Ult 1.1459 Year 28 87.27% 86.12% 86.69% 1.18% Year 28 1.6756 1.52% 79.43% Year 19 2.03% 63.58%
348 to 360 1.0111 348 to 360 1.0115 348 to Ult 1.1319 Year 29 88.34% 87.27% 87.81% 1.11% Year 29 1.7091 1.47% 80.90% Year 20 1.99% 65.57%
360 to 372 1.0103 360 to 372 1.0107 360 to Ult 1.1191 Year 30 89.36% 88.34% 88.85% 1.05% Year 30 1.7433 1.41% 82.30% Year 21 1.94% 67.51%
372to 384 1.0096 372to 384 1.0099 372 to Ult 1.1072 Year 31 90.32% 89.36% 89.84% 0.99% Year 31 1.7782 1.35% 83.66% Year 22 1.88% 69.39%
384 to 396 1.0089 384 to 396 1.0092 384 to Ult 1.0963 Year 32 91.21% 90.32% 90.77% 0.93% Year 32 1.8137 1.30% 84.95% Year 23 1.82% 71.21%
396 to 408 1.0083 396 to 408 1.0086 396 to Uit 1.0863 Year 33 92.06% 91.21% 91.64% 0.87% Year 33 1.8500 1.24% 86.20% Year 24 1.76% 72.97%
408 to 420 1.0077 408 to 420 1.0080 408 to Ult 1.0770 Year 34 92.85% 92.06% 92.45% 0.82% Year 34 1.8870 1.19% 87.39% Year 25 1.70% 74.68%
420 to 432 1.0072 420 to 432 1.0074 420 to Ult 1.0685 Year 35 93.59% 92.85% 93.22% 0.77% Year 35 1.9248 1.14% 88.53% Year 26 1.64% 76.32%
432 to 444 1.0067 432 to 444 1.0069 432 to Ult 1.0606 Year 36 94.29% 93.59% 93.94% 0.72% Year 36 1.9633 1.09% 89.62% Year 27 1.58% 77.90%
444 to 456 1.0062 444 to 456 1.0064 444 to Ult 1.0533 Year 37 94.94% 94.29% 94.61% 0.67% Year 37 2.0025 1.04% 90.66% Year 28 1.52% 79.43%
456 to 468 1.0058 456 to 468 1.0060 456 to Ult 1.0466 Year 38 95.55% 94.94% 95.25% 0.63% Year 38 2.0426 1.00% 91.65% Year 29 1.47% 80.90%
468 to 480 1.0054 468 to 480 1.0056 468 to Ult 1.0403 Year 39 96.12% 95.55% 95.84% 0.59% Year 39 2.0834 0.95% 92.60% Year 30 1.41% 82.30%
480 to 492 1.0050 480 to 492 1.0052 480 to Uit 1.0346 Year 40 96.66% 96.12% 96.39% 0.55% Year 40 21251 0.91% 93.51% Year 31 1.35% 83.66%
492 to 504 1.0046 492 to 504 1.0048 492 to Ult 1.0292 Year 41 97.16% 96.66% 96.91% 0.52% Year 41 2.1676 0.87% 94.38% Year 32 1.30% 84.95%
504 to 516 1.0043 504 to 516 1.0045 504 to Ult 1.0243 Year 42 97.63% 97.16% 97.39% 0.48% Year 42 22109 0.83% 95.20% Year 33 1.24% 86.20%
516 to 528 1.0040 516 to 528 1.0042 516 to Ult 1.0198 Year 43 98.06% 97.63% 97.84% 0.45% Year 43 2.2552 0.79% 95.99% Year 34 1.19% 87.39%
528 to 540 1.0037 528 to 540 1.0039 528 to Ult 1.0155 Year 44 98.47% 98.06% 98.27% 0.42% Year 44 2.3003 0.75% 96.74% Year 35 1.14% 88.53%
540 to 552 1.0035 540 to 552 1.0036 540 to Uit 1.0116 Year 45 98.85% 98.47% 98.66% 0.39% Year 45 2.3463 0.71% 97.45% Year 36 1.09% 89.62%
552 to 564 1.0032 552 to 564 1.0033 552 to Ult 1.0080 Year 46 99.21% 98.85% 99.03% 0.37% Year 46 2.3932 0.68% 98.14% Year 37 1.04% 90.66%
564 to 576 1.0030 564 to 576 1.0031 564 to Ult 1.0046 Year 47 99.54% 99.21% 99.37% 0.34% Year 47 24411 0.65% 98.78% Year 38 1.00% 91.65%
576 to 588 1.0000 576 to 588 1.0015 576 to 588 1.0015 Year 48 99.85% 99.54% 99.70% 0.32% Year 48 24899 0.62% 99.40% Year 39 0.95% 92.60%
588 to Ult 1.0000 588 to Ult 1.0000 588 to Ult 1.0000 Year 49 100.00% 99.85% 99.93% 0.23% Year 49 25397 0.45% 99.85% Year 40 0.91% 93.51%
Year 50 100.00% 100.00% 100.00% 0.07% Year 50 2.5905 0.15% 100.00% Year 41 0.87% 94.38%
Year 42 0.83% 95.20%
Year 43 0.79% 95.99%
Year 44 0.75% 96.74%
Year 45 0.71% 97.45%
Year 46 0.68% 98.14%
Year 47 0.65% 98.78%
Year 48 0.62% 99.40%
Year 49 0.45% 99.85%
Notes: Year 50 0.15% 100.00%

(a) Loss Development Factors 12-216 as of March 31, 2022 from 2023 MPI General Rate Application (July 12, 2022) EAR ("MPI Application") Attachment B, Appendix E, page 15, column 9;
Successive LDF's reduced by 7% starting with the 216-228 factor for 30 years;

ICBC's actuaries have selected a 7% decay factor for EAB-ED loss development factors. The selection is calculated such that 1) the ratio of expected di cash flows to undi cash flows the selected reserve factor in the
MPI Application Attachment B, Appendix E, page 20, row [g] and 2) the product of successive loss development factors from 216 to Ultimate equals the tail factor selected in the MPI Application, Attachment B, Appendix E, page 16 column [10]
(b) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “T for the C on of Loss D Factors’, published by the Casualty Actuary Society.

(c) Age-to-Uttimate LDF = product of column (b) beginning from the same maturity

(d) PY 2023-1 Cumulative % Paid excluding indexation = 1/ (c)

(e) PY 2023-2 Cumulative % Paid excluding indexation = 1/ (c) Prior

(f) PY 2023 Cumulative % Paid excluding indexation = ((d) + (e)) / 2

(9) Incremental % Paid excluding indexation = (f) - (f) Prior

(h) Technical Appendix E.8 column (k)

() Incremental % Paid including indexation = of (g) and (h), ized such that the sum of the sumproducts equals 100%

() Cumulative % Paid including indexation = summation of (i) up to current row Age

(k) Incremental % Paid including indexation = sumproduct of (d) and (h), and () and (h), and the relevant smoothing parameters normalized such that the cumulative sum of the sumproducts equals 100%
(i) Cumulative % Paid including indexation = summation of (k) up to current row Age

Smoothing'" % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-WB

Smoothing' % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-WB

Smoothing!™ % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-WB. % Paid for PY 2023-1 in Year 3 is set to 25% per quarter.




ICBC Actuarial Analysis for PY 2023

Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Enhanced Accident Benefits - Permanent Impairment

Annual Paid Development Factors

Technical Appendix E.3

Cumulative % Cumulative % Cumulative %

Payment

Incremental %

| i Payment Year Paid Paid Paid Paid
Selected Age-to-Age LDF Policy Year Age-to-Age LDF Age-to-Ultimate LDF PY 2023-1 PY 2023-2 PY 2023 Year-Quarter PY 2023
(a) (b) (c) (d) (e) () (9)

12 to 24 2.0801 12 to 24 3.0801 12 to Ult 9.0832 Year 1 11.01% 0.00% 5.50% Year 1-Q1 0.13%
24 to 36 1.3749 24 to 36 1.6039 24 to Ult 2.9490 Year 2 33.91% 11.01% 22.46% Year 1-Q2 0.65% Smoothing["

36 to 48 1.3000 36 to 48 1.3316 36 to Ult 1.8387 Year 3 54.39% 33.91% 44.15% Year 1-Q3 1.83%

48 to 60 1.1265 48 to 60 1.2020 48 to Ult 1.3808 Year 4 72.42% 54.39% 63.40% Year 1-Q4 2.90%

60 to 72 1.0270 60 to 72 1.0738 60 to Ult 1.1488 Year 5 87.05% 72.42% 79.73% Year 2-Q1 4.30%
72 to 84 1.0099 72 to 84 1.0184 72 to Ult 1.0699 Year 6 93.47% 87.05% 90.26% Year 2-Q2 4.04% Smoothingm

84 to 96 1.0096 84 to 96 1.0098 84 to Ult 1.0506 Year 7 95.19% 93.47% 94.33% Year 2-Q3 3.83%

96 to 108 1.0070 96 to 108 1.0083 96 to Ult 1.0404 Year 8 96.11% 95.19% 95.65% Year 2-Q4 4.79%

108 to 120 1.0045 108 to 120 1.0057 108 to Ult 1.0319 Year 9 96.91% 96.11% 96.51% Year 3-Q1 6.73%
120 to 132 1.0039 120 to 132 1.0042 120 to Ult 1.0260 Year 10 97.47% 96.91% 97.19% Year 3-Q2 5.95% Smoothingm

132 to 144 1.0040 132 to 144 1.0040 132 to Ult 1.0217 Year 11 97.88% 97.47% 97.67% Year 3-Q3 4.56%

144 to 156 1.0041 144 to 156 1.0040 144 to Ult 1.0176 Year 12 98.27% 97.88% 98.07% Year 3-Q4 4.45%

156 to 168 1.0040 156 to 168 1.0040 156 to Ult 1.0135 Year 13 98.66% 98.27% 98.46% Year 4 19.26%

168 to 180 1.0035 168 to 180 1.0037 168 to Ult 1.0095 Year 14 99.06% 98.66% 98.86% Year 5 16.33%

180 to 192 1.0025 180 to 192 1.0030 180 to Ult 1.0057 Year 15 99.43% 99.06% 99.24% Year 6 10.53%

192 to 204 1.0015 192 to 204 1.0020 192 to Ult 1.0027 Year 16 99.73% 99.43% 99.58% Year 7 4.07%

204 to 216 1.0000 204 to 216 1.0007 204 to Uit 1.0007 Year 17 99.93% 99.73% 99.83% Year 8 1.32%

216 to Uit 1.0000 216 to Ult 1.0000 216 to Ult 1.0000 Year 18 100.00% 99.93% 99.96% Year 9 0.86%

Year 19 100.00% 100.00% 100.00% Year 10 0.68%

Year 11 0.48%

Year 12 0.40%

Year 13 0.39%

Year 14 0.40%

Year 15 0.38%

Year 16 0.33%

Year 17 0.25%

Year 18 0.14%

Year 19 0.04%

Notes:

PY 2023-1 Cumulative % Paid = 1/ (c)
PY 2023-2 Cumulative % Paid = 1/ (c) Prior
f) PY 2023 Cumulative % Paid = ((d) + (e))/ 2

(9) Incremental % Paid = (f) - (f) Prior; except for Year 1-Q1 to Year 3-Q4
Smoothing™ % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB
Smoothing™ % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB

Smoothingm % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB. % Paid for PY 2023-1 in Year 3 is uniformly proportioned over four quarters.

a) Loss Development Factors 12-216 as of March 31, 2022 from 2023 MPI General Rate Application (July 12, 2022) EAR Attachment B Appendix G page 13 column 9.
b) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “Techniques for the Conversion of Loss Development Factors”, published by the Casualty Actuary Society.
c) Age-to-Ultimate LDF = product of column (b) beginning from the same maturity
d)
e)




ICBC Actuarial Analysis for PY 2023

Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Enhanced Accident Benefits - Death Benefits

Technical Appendix E.4

Annual Paid Development Factors Cumulative Cumulative Cumulative Incremental %
- ) Payment Year % Paid % Paid % Paid Payment Paid
Selected Age-to-Age LDF Policy Year Age-to-Age LDF Age-to-Ultimate LDF PY 2023-1 PY 2023-2 PY 2023 Year-Quarter PY 2023
(a) (b) (c) (d) (e) (f) (9)

12to 24 2.0801 12 to 24 3.0801 12 to Ult 9.0832 Year 1 11.01% 0.00% 5.50% Year 1-Q1 0.13%
24 to 36 1.3749 24 to 36 1.6039 24 to Ult 2.9490 Year 2 33.91% 11.01% 22.46% Year 1-Q2 0.65% Smoothing["

36 to 48 1.3000 36 to 48 1.3316 36 to Ult 1.8387 Year 3 54.39% 33.91% 44.15% Year 1-Q3 1.83%

48 to 60 1.1265 48 to 60 1.2020 48 to Ult 1.3808 Year 4 72.42% 54.39% 63.40% Year 1-Q4 2.90%

60 to 72 1.0270 60 to 72 1.0738 60 to Ult 1.1488 Year 5 87.05% 72.42% 79.73% Year 2-Q1 4.30%
72 to 84 1.0099 72 to 84 1.0184 72 to Uit 1.0699 Year 6 93.47% 87.05% 90.26% Year 2-Q2 4.04% Smoothingm

84 to 96 1.0096 84 to 96 1.0098 84 to Ult 1.0506 Year 7 95.19% 93.47% 94.33% Year 2-Q3 3.83%

96 to 108 1.0070 96 to 108 1.0083 96 to Ult 1.0404 Year 8 96.11% 95.19% 95.65% Year 2-Q4 4.79%

108 to 120 1.0045 108 to 120 1.0057 108 to Ult 1.0319 Year 9 96.91% 96.11% 96.51% Year 3-Q1 6.73%
120 to 132 1.0039 120 to 132 1.0042 120 to Uit 1.0260 Year 10 97.47% 96.91% 97.19% Year 3-Q2 5.95% Smoothingm

132 to 144 1.0040 132 to 144 1.0040 132 to Ult 1.0217 Year 11 97.88% 97.47% 97.67% Year 3-Q3 4.56%

144 to 156 1.0041 144 to 156 1.0040 144 to Uit 1.0176 Year 12 98.27% 97.88% 98.07% Year 3-Q4 4.45%

156 to 168 1.0040 156 to 168 1.0040 156 to Ult 1.0135 Year 13 98.66% 98.27% 98.46% Year 4 19.26%

168 to 180 1.0035 168 to 180 1.0037 168 to Uit 1.0095 Year 14 99.06% 98.66% 98.86% Year 5 16.33%

180 to 192 1.0025 180 to 192 1.0030 180 to Uit 1.0057 Year 15 99.43% 99.06% 99.24% Year 6 10.53%

192 to 204 1.0015 192 to 204 1.0020 192 to Ult 1.0027 Year 16 99.73% 99.43% 99.58% Year 7 4.07%

204 to 216 1.0000 204 to 216 1.0007 204 to Ult 1.0007 Year 17 99.93% 99.73% 99.83% Year 8 1.32%

216 to Ult 1.0000 216 to Ult 1.0000 216 to Ult 1.0000 Year 18 100.00% 99.93% 99.96% Year 9 0.86%

Year 19 100.00% 100.00% 100.00% Year 10 0.68%

Year 11 0.48%

Year 12 0.40%

Year 13 0.39%

Year 14 0.40%

Year 15 0.38%

Year 16 0.33%

Year 17 0.25%

Year 18 0.14%

Year 19 0.04%

Notes

PY 2023-1 Cumulative % Paid = 1/ (c)
PY 2023-2 Cumulative % Paid = 1/ (c) Prior
f) PY 2023 Cumulative % Paid = ((d) + (e))/ 2

(g) Incremental % Paid = (f) - (f) Prior; except for Year 1-Q1 to Year 3-Q4

Smoothing' % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB
Smoothingl"J % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB
Smoothing™ % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for AB-DB. % Paid for PY 2023-1 in Year 3 is uniformly proportioned over four quarters.

a) Loss Development Factors 12-216 as of March 31, 2022 from 2023 MPI| General Rate Application (July 12, 2022) EAR Attachment B Appendix G page 13 column 9.
) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “Techniques for the Conversion of Loss Development Factors”, published by the Casualty Actuary Society.
) Age-to-Ultimate LDF = product of column (b) beginning from the same maturity
)
)




ICBC Actuarial Analysis for PY 2023

Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Basic Vehicle Damage Coverage

BVDC Paid Loss and ALAE Net of Salvage and Subrogation ($000's)
12 24 36

Technical Appendix E.5

FLY 48 60 72 84 96 108 120 132 144 156 168 180 192 204
2003 - - - - 270,011 270,021 270,072 269,952 269,832 269,705 269,613 269,531 269,459 269,394 269,357 269,252 269,168
2004 - - - 292,549 292,947 292,835 292,834 292,520 292,329 292,108 292,033 291,937 291,835 291,747 291,559 291,474 291,425
2005 - - 290,482 292,069 292,409 292,512 292,452 292,345 292,159 292,109 292,032 291,976 291,934 291,881 291,845 291,825 291,800
2006 - 301,921 307.944 309,223 309,609 309,439 309,121 308,887 308,512 308,308 308,038 307.875 307,765 307.656 307.589 307,532 307.488
2007 246,200 321,633 327,838 328,951 329,390 329,290 328,975 328,650 328,415 328,145 327,968 327,869 327,779 327,660 327,584 327,543 327,487
2008 247,693 329,246 338,149 339,330 339,592 339,153 338,549 338,248 338,056 337.871 337,750 337.634 337,535 337.446 337,354 337,298 -
2009 255,432 332,442 338,117 338,967 339,573 339,640 339,341 338,885 338,597 338,016 337,840 337.701 337,602 337.486 337.421 - -
2010 255,811 322,063 326,666 327,161 327,214 326,975 326,600 326,387 326,163 326,014 325,811 325,422 - - -
2011 266,271 330,514 336,764 337.666 337,884 337,822 337,567 337,575 337,367 337.214 337,015 - - - -
2012 261,206 329,203 334,949 335,586 335,783 335,708 335,351 335,153 335,021 334,906 334,768 - - - - -
2013 254,601 337.458 343,545 344,318 344,759 345,072 345,031 344,881 344,789 344,613 344,459 - - - - - -
2014 252,894 342,386 354,219 356,746 357,855 358,428 358,488 358,497 358,558 358,421 - - - - - - -
2015 221,161 367,952 384,120 389,871 390,260 390,457 390,595 390.623 390,582 - - - - - - - -
2016 289,719 435,277 455,899 456,065 456,147 456,282 456,168 456,162 - - - - - - - - -
2017 288,993 504,924 516,338 516,892 517,182 516,903 - - - - - - - - - -
2018 365,906 532,935 542,769 542,901 543,271 - - - - - - - - - - -
2019 373,860 522,628 532,721 533,964 534,339 - - - - - - - - - - - -
2020 378,354 512,216 522,246 523,478 - - - - - - - - - - - - -
2021 276,724 398.527 406,322 - - - - - - - - - - - - - -
2022 349,328 580,650 - - - - - - - - - - - - - - -
Development Factors 12to 24 24 to 36 36 to 48 48 to 60 60 to 72 72to 84 84t096 96to 108 108to 120 120to 132 132to 144 144to 156 156to 168 168to 180 180to 192 192to 204 204 to Ult
2003 1.0000 1.0002 0.9996 0.9996 0.9995 0.9997 0.9997 0.9997 0.9998 0.9999 0.9996 0.9997 1.0000
2004 1.0014 0.9996 1.0000 0.9989 0.9993 0.9992 0.9997 0.9997 0.9997 0.9997 0.9994 0.9997 0.9998 1.0000
2005 1.0055 1.0012 1.0004 0.9998 0.9996 0.9994 0.9998 0.9997 0.9998 0.9999 0.9998 0.9999 0.9999 0.9999 1.0000
2006 1.0199 1.0042 1.0012 0.9995 0.9990 0.9992 0.9988 0.9993 0.9991 0.9995 0.9996 0.9996 0.9998 0.9998 0.9999 1.0000
2007 1.3064 1.0193 1.0034 1.0013 0.9997 0.9990 0.9990 0.9993 0.9992 0.9995 0.9997 0.9997 0.9996 0.9998 0.9999 0.9998
2008 1.3292 1.0270 1.0035 1.0008 0.9987 0.9982 0.9991 0.9994 0.9995 0.9996 0.9997 0.9997 0.9997 0.9997 0.9998
2009 1.3015 1.0171 1.0025 1.0018 1.0002 0.9991 0.9987 0.9992 0.9983 0.9995 0.9996 0.9997 0.9997 0.9998
2010 1.2590 1.0143 1.0015 1.0002 0.9993 0.9989 0.9993 0.9993 0.9995 0.9994 0.9994 0.9997 0.9997
2011 1.2413 1.0189 1.0027 1.0006 0.9998 0.9992 1.0000 0.9994 0.9995 0.9994 0.9996 0.9997
2012 1.2603 1.0175 1.0019 1.0006 0.9998 0.9989 0.9994 0.9996 0.9997 0.9996 0.9997
2013 1.3254 1.0180 1.0023 1.0013 1.0009 0.9999 0.9996 0.9997 0.9995 0.9996
2014 1.3539 1.0346 1.0071 1.0031 1.0016 1.0002 1.0000 1.0002 0.9996
2015 1.6637 1.0439 1.0150 1.0010 1.0005 1.0004 1.0001 0.9999
2016 1.5024 1.0474 1.0004 1.0002 1.0003 0.9997 1.0000
2017 1.7472 1.0226 1.0011 1.0006 1.0000 0.9994
2018 1.4565 1.0185 1.0002 1.0007 1.0009
2019 1.3979 1.0193 1.0023 1.0007
2020 1.3538 1.0196 1.0024
2021 1.4402 1.0196
2022 1.6622
BVDC Paid Loss and ALAE Net of Salvage and Subrogation
Age-to-Age LDFs
Maximum 12to 24 24 to 36 36to48 48 to 60 60 to 72 72to 84 84t0o96 96to108 108t0120 120to 132 132to144 144to 156 156t0168 168to 180 180to 192 192t0204 204 to Ult
3 1.6622 1.0196 1.0024 1.0007 1.0009 1.0004 1.0001 1.0002 0.9997 0.9996 0.9997 0.9997 0.9997 0.9998 0.9999 0.9999 1.0000
4 1.6622 1.0196 1.0024 1.0007 1.0009 1.0004 1.0001 1.0002 0.9997 0.9996 0.9997 0.9997 0.9997 0.9998 0.9999 0.9999
5 1.6622 1.0226 1.0024 1.0010 1.0016 1.0004 1.0001 1.0002 0.9997 0.9996 0.9997 0.9997 0.9997 0.9999 0.9999
Minimum 12to 24 24 to 36 36to48 48 to 60 60 to 72 72to 84 84t096 96to108 108t0120 120to 132 132to144 144to 156 156t0168 168to 180 180to 192 192t0204 204 to Ult
3 1.3538 1.0193 1.0002 1.0006 1.0000 0.9994 1.0000 0.9997 0.9995 0.9994 0.9994 0.9997 0.9997 0.9997 0.9998 0.9998 1.0000
4 1.3538 1.0185 1.0002 1.0002 1.0000 0.9994 0.9996 0.9996 0.9995 0.9994 0.9994 0.9997 0.9996 0.9997 0.9998 0.9998
5 1.3538 1.0185 1.0002 1.0002 1.0000 0.9994 0.9994 0.9994 0.9995 0.9994 0.9994 0.9997 0.9996 0.9997
Arithmetic Average 12to 24 24 to 36 36 to 48 48 to 60 60 to 72 72to 84 84t096 96to 108 108to 120 120to 132 132to 144 144to 156 156to 168 168 to 180 180to 192 192to 204 204 to Ult
2 1.5512 1.0196 1.0023 1.0007 1.0005 0.9996 1.0000 1.0000 0.9996 0.9996 0.9997 0.9997 0.9997 0.9998 0.9999 0.9998 1.0000
3 1.4854 1.0195 1.0016 1.0006 1.0004 0.9998 1.0000 0.9999 0.9996 0.9995 0.9996 0.9997 0.9997 0.9998 0.9998 0.9999 1.0000
4 1.4635 1.0192 1.0015 1.0005 1.0004 0.9999 0.9999 0.9999 0.9996 0.9995 0.9996 0.9997 0.9997 0.9998 0.9999 0.9999
5 1.4621 1.0199 1.0013 1.0006 1.0007 0.9999 0.9998 0.9998 0.9996 0.9995 0.9996 0.9997 0.9997 0.9998 0.9998
6 1.5096 1.0245 1.0036 1.0010 1.0007 0.9998 0.9998 0.9997 0.9994 0.9995 0.9996 0.9997 0.9997 0.9997
Arithmetic Average Excl. HiLo
avg 3 excl HiLo 1.4402 1.0196 1.0023 1.0007 1.0003 0.9997 1.0000 0.9999 0.9996 0.9996 0.9996 0.9997 0.9997 0.9998 0.9998 0.9999 1.0000
avg 4 excl HiLo 1.4190 1.0194 1.0017 1.0006 1.0004 1.0000 1.0000 0.9998 0.9996 0.9995 0.9996 0.9997 0.9997 0.9998 0.9999 0.9998
ava 5 excl HiLo 1.4315 1.0195 1.0013 1.0006 1.0006 0.9999 0.9999 0.9997 0.9996 0.9995 0.9996 0.9997 0.9997 0.9998 0.9998
avg 6 excl HiLo 1.4892 1.0203 1.0015 1.0007 1.0006 0.9998 0.9999 0.9997 0.9995 0.9995 0.9996 0.9997 0.9997 0.9998
avg 6 excl HiLo Judgment ->
(a) Selected Age-to-Age LDF 1.4892 1.0203 1.0015 1.0007 1.0006 1.000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
Policy Year
Age-to-Age LDFs
12to 24 24to 36 36to48 48 to 60 60 to 72 72to 84 84t096 96to108 108t0120 120to 132 132to144 144to 156 1560168 168to 180 180to 192 192t0204 204 to Uit
(b) Policy Year Age-to-Age LDF 2.489 1.209 1.011 1.001 1.0007 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
(c) Age-to-Ultimate LDF 3.0476 1.2243 1.0130 1.0021 1.0010 1.0003 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7 Year 8
(d) Cumulative % Paid PY 2023-1 32.81% 81.68% 98.72% 99.79% 99.90% 99.97%  100.00%  100.00%
(e) Cumulative % Paid PY 2023-2 0.00% 32.81% 81.68% 98.72% 99.79% 99.90% 99.97% 100.00%
(f) Cumulative % Paid PY 2023 16.41%  57.25%  9020%  9925%  99.84%  99.93%  99.98%  100.00%
‘ s I -] - |
Year 1-Q1 Year1-Q2 Year1-Q3 Year1-Q4 Year2-Q1 Year2-Q2 Year2-Q3 Year2-Q4 Year3-Q1 Year3-Q2 Year3-Q3 Year3-Q4 Year 4 Year 5 Year 6 Year 7 Year 8
(g) Incremental % Paid PY 2023 0.31% 2.24% 5.35% 8.50% 8.97% 9.63% 10.35% 11.89% 10.79% 9.52% 7.13% 5.51% 9.05% 0.59% 0.09% 0.05% 0.02%
Notes:
(b) Policy Year Age-to-Age LDF = (1 + ())/(1 + 1/(a) Prior); Formula based on “Te for the C¢ of Loss D Factors”, published by the Casualty Actuary Society.

(d) PY 2023-1 Cumulative % Paid = 1/ (c)

(e) PY 2023-2 Cumulative % Paid = 1/ (c) Prior

(f) PY 2023 Cumulative % Paid = ((d) + () / 2

(@) Incremental % Paid = (f) - (f) Prior; except for Year 1-Q1 to Year 3-Q4

‘Smoothing[1] % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage

Smoothing[2] % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage

Smoothingl3] % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage. % Paid for PY 2023-1 in Year 3 is uniformly proportioned over four quarters.



ICBC Actuarial Analysis for PY 2023 Technical Appendix E.6

Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Third Party Liability - Property Damage

TPL-PD Paid Loss and ALAE Net of Salvage and Subrogation ($000's)

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204
2003 - - - - 30,182 31,436 31,618 31,640 31,640 31,723 31,705 31,694 31,691 31,690 31,692 31,692 31,690
2004 - - - 29,656 30,076 30,053 30,258 30,248 30,217 30,207 30,169 30,179 30,320 30,358 30,357 30,358 30,358
2005 - - 31,000 31,942 32,373 32,723 32,772 32,753 32,737 32,703 32,689 32,664 32,647 32,643 32,642 32,640 32,635
2006 - 29,821 33,827 34,389 34,650 34,873 34,988 35,018 35,000 35,041 35,021 35,017 35,009 34,991 34,986 34,983 34,979
2007 14,767 29,750 34,438 34,991 35,465 35,542 35,878 35,826 35,805 35,792 35,773 35,766 35,743 35,739 35,729 35,726 35,722
2008 15,777 32,696 37,126 39,348 39,894 39,878 39,797 39,796 40,194 40,206 40,189 40,177 40,242 40,230 40,255 40,249 -
2009 16,005 33,136 36,912 37,944 38,255 38,543 38,516 38,497 38,483 38,557 38,577 38,569 38,562 38,550 - -
2010 17,107 30,507 35,046 35,832 36,729 36,798 36,771 36,788 36,751 36,749 36,726 36,713 - - -
2011 16,468 32,940 36,509 36,941 37,266 37,416 37,389 37,567 37,678 37,668 37,660 37,655 - - -
2012 18,934 35,917 40,296 40,944 41,003 41,230 41,277 41,284 41,243 41,225 41,199 - - - - -
2013 17,797 35,790 40,261 40,608 40,846 40,852 41,100 41,223 41,205 41,181 41,172 - - - - - -
2014 17,963 36,294 42,235 43,626 44,072 44,670 44,950 45,605 45,841 45,848 - - - - - - -
2015 17,692 37,365 44,001 45,952 46,559 46,843 46,936 47,079 - - - - - - - -
2016 18,432 39,900 46,527 47,051 47,665 47,919 47,958 48,128 - - - - - - - - -
2017 21,612 45,898 53,050 53,894 54,624 55,183 - - - - - - - - - -
2018 20,339 44,965 53,475 55,190 56,182 56,778 - - - - - - - - - - -
2019 16,800 39,838 49,260 50,875 51,543 - - - - - - - - - - - -
2020 17,578 41,145 47,950 50,655 - - - - - - - - - - - - -
2021 13,197 33,271 38,662 - - - - - - - - - - - - - -
2022 17,692 45,994 - - - - - - - - - - - - - - -

Development Factors 12to 24 24t0 36 36to 48 48 to 60 60 to 72 72to 84 84t096 96to108 108to 120 120to132 132to144 144to156 156to 168 168to 180 180to192 192t0204 204 to Uit
2003 1.0415 1.0058 1.0007 1.0000 1.0026 0.9994 0.9997 0.9999 0.9999 1.0001 1.0000 1.0000 1.0000
2004 1.0141 0.9993 1.0068 0.9997 0.9990 0.9997 0.9987 1.0003 1.0047 1.0012 1.0000 1.0000 1.0000 1.0000
2005 1.0274 1.0135 1.0108 1.0015 0.9994 0.9995 0.9990 0.9996 0.9992 0.9995 0.9999 0.9999 0.9999 0.9998 1.0000
2006 1.1343 1.0166 1.0076 1.0064 1.0033 1.0009 0.9995 1.0012 0.9994 0.9999 0.9998 0.9995 0.9999 0.9999 0.9999 1.0000
2007 2.0147 1.1576 1.0161 1.0135 1.0022 1.0094 0.9985 0.9994 0.9997 0.9995 0.9998 0.9994 0.9999 0.9997 0.9999 0.9999
2008 2.0724 1.1355 1.0599 1.0139 0.9996 0.9979 1.0000 1.0100 1.0003 0.9996 0.9997 1.0016 0.9997 1.0006 0.9999
2009 2.0703 1.1139 1.0280 1.0082 1.0075 0.9993 0.9995 0.9996 1.0019 1.0005 0.9998 0.9998 0.9998 0.9999
2010 1.7833 1.1488 1.0224 1.0250 1.0019 0.9993 1.0005 0.9990 0.9999 0.9994 0.9996 0.9996 0.9998
2011 2.0002 1.1083 1.0118 1.0088 1.0040 0.9993 1.0048 1.0029 0.9997 0.9998 0.9999 0.9997
2012 1.8969 1.1219 1.0161 1.0014 1.0055 1.0011 1.0002 0.9990 0.9996 0.9998 0.9995
2013 2.0110 1.1249 1.0086 1.0059 1.0001 1.0061 1.0030 0.9996 0.9994 0.9998
2014 2.0205 1.1637 1.0329 1.0102 1.0136 1.0063 1.0146 1.0052 1.0002
2015 2.1120 1.1776 1.0443 1.0132 1.0061 1.0020 1.0014 1.0017
2016 2.1648 1.1661 1.0113 1.0130 1.0053 1.0008 1.0035
2017 21237 1.1558 1.0159 1.0136 1.0104 0.9998
2018 22108 1.1893 1.0321 1.0180 1.0106
2019 23713 1.2365 1.0328 1.0131
2020 2.3407 1.1654 1.0564
2021 2.5211 1.1620
2022 26145

TPL-PD Paid Loss and ALAE Net of Salvage and Subrogation
Age-to-Age LDFs

Maximum 12to 24 241036 36t048 48 to 60 60to 72 72to 84 841096 9610108 108to 120 120to132 132to144 144t0156 156to 168 168to 180 180t0192 192t0204 204 to Ult
3 26145 1.2365 1.0564 1.0180 1.0106 1.0020 1.0146 1.0052 1.0002 0.9998 0.9999 0.9998 0.9998 1.0006 0.9999 0.9999 1.0000
4 26145 1.2365 1.0564 1.0180 1.0106 1.0063 1.0146 1.0052 1.0002 0.9998 0.9999 1.0016 0.9999 1.0006 0.9999 0.9998
5 26145 1.2365 1.0564 1.0180 1.0136 1.0063 1.0146 1.0052 1.0002 1.0005 0.9999 1.0016 0.9999 1.0006 0.9999
Minimum 12to 24 241036 36t048 48 to 60 60to 72 72to 84 84t096 96to108 108to120 120to132 132to 144 144t0156 156t0 168 168t0180 180to192 192t0204 204 to Ult
3 2.3407 1.1620 1.0321 1.0131 1.0053 0.9998 1.0014 0.9996 0.9994 0.9998 0.9995 0.9996 0.9997 0.9997 0.9999 0.9998 1.0000
4 2.3407 1.1620 1.0159 1.0130 1.0053 0.9998 1.0014 0.9990 0.9994 0.9994 0.9995 0.9996 0.9997 0.9997 0.9999 0.9998
5 2.2108 1.1558 1.0113 1.0130 1.0053 0.9998 1.0002 0.9990 0.9994 0.9994 0.9995 0.9994 0.9995 0.9997 0.9999
Arithmetic Average 12t0 24 2410 36 36to 48 48 to 60 60to 72 72to 84 84t096 96to108 108t0120 120t0132 132to 144 144to 156 156t0168 168t0180 180t0192 192to 204 204 to Uit
2 2.5678 1.1637 1.0446 1.0156 1.0105 1.0003 1.0025 1.0034 0.9998 0.9998 0.9997 0.9997 0.9998 1.0002 0.9999 0.9999 1.0000
3 2.4921 1.1880 1.0404 1.0149 1.0088 1.0009 1.0065 1.0021 0.9997 0.9998 0.9997 0.9997 0.9998 1.0001 0.9999 0.9999 1.0000
4 24619 1.1883 1.0343 1.0144 1.0081 1.0022 1.0056 1.0013 0.9997 0.9997 0.9997 1.0002 0.9998 1.0000 0.9999 0.9999
5 24117 1.1818 1.0297 1.0142 1.0092 1.0030 1.0045 1.0017 0.9998 0.9999 0.9997 1.0000 0.9997 1.0000 0.9999
6 2.3637 1.1792 1.0321 1.0135 1.0077 1.0027 1.0046 1.0012 1.0001 0.9998 0.9997 1.0000 0.9998 1.0000
Arithmetic Average Excl. HiLo
avg 3 excl HiLo 2.5211 1.1654 1.0328 1.0136 1.0104 1.0008 1.0035 1.0017 0.9996 0.9998 0.9996 0.9997 0.9998 0.9999 0.9999 0.9999 1.0000
avg 4 excl HiLo 2.4462 11773 1.0324 1.0133 1.0083 1.0014 1.0033 1.0006 0.9996 0.9998 0.9997 0.9998 0.9998 0.9999 0.9999 0.9999
avg 5 excl HiLo 24110 1.1722 1.0269 1.0133 1.0091 1.0030 1.0026 1.0014 0.9997 0.9998 0.9997 0.9997 0.9998 0.9999 0.9999
avg 6 excl HiLo 2.3610 1.1707 1.0313 1.0132 1.0081 1.0025 1.0032 1.0008 0.9998 0.9998 0.9997 0.9997 0.9998 0.9999
avg 6 excl HiLo Judgment ->
(a) Selected Age-to-Age LDF 2.3610 11707 1.0313 1.0132 1.0081 1.0025 1.0032 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

Policy Year

Age-to-Age LDFs
121024 241036 361048 481060 60to72  72to84 841096 9610108 10810120 120t0132 13210144 14410156 156t0168 168to180 180to192 19210204  204to Uit

(b) Policy Year Age-to-Age LDF 3.361 1.525 1.096 1.022 1.011 1.005 1.003 1.002 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
(c) Age-to-Ultimate LDF 5.8563 17424 1.1427 1.0431 1.0205 1.0097 1.0044 1.0016 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
(d) Cumulative % Paid PY 2023-1 17.08% 57.39% 87.51% 95.87% 97.99% 99.04% 99.56% 99.84% 100.00% 100.00%
(e) Cumulative % Paid PY 2023-2 0.00% 17.08% 57.39% 87.51% 95.87% 97.99% 99.04% 99.56% 99.84% 100.00%
(f) Cumulative % Paid PY 2023 8.54% 37.23% 72.45% 91.69% 96.93% 98.51% 99.30% 99.70% 99.92% 100.00%
[ Smoothing™ [ Smoothing™ [ Smoothing™ ]

Year1-Q1 Year1-Q2 Year1-Q3 Year1-Q4 Year2-Q1 Year2-Q2 Year2-Q3 Year2-Q4 Year3-Q Year3-Q2 Year3-Q3 Year3-Q4  Yeard Year5 Year 6 Year 7 Year8  Year9 Year10
(9) Incremental % Paid PY 2023 0.16% 1.47% 2.78% 4.43% 731% 7.26% 6.91% 7.22%  1091% 9.86% 7.89% 655%  19.24% 5.24% 1.58% 0.78% 040%  0.22%  0.08%
Notes:

(b) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “Technigues for the Conversion of Loss Development Factors", published by the Casualty Actuary Society,

(d) PY2023-1 Cumulative % Paid =1/ (c)

(e) PY 2023-2 Cumulative % Paid = 1/ (c) Prior

(f) PY 2023 Cumulative % Paid = ((d) + (e)) / 2

() Incremental % Paid = (f) - (f) Prior; except for Year 1-Q1 to Year 3-Q4

Smoothing[1] % Paid for PY 2023-1 in Year 1 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage

Smoothing[2] % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage

Smoothing[3] % Paid for PY 2023-2 in Year 3 is spread over four quarters using the same proportions presented in the 2019 RRA for legal-based Property Damage. % Paid for PY 2023-1 in Year 3 is uniformly proportioned over four quarters



Calculation of Loss and ALAE Payment Pattern as of August 31, 2022
Third Party Liability - Out of Province Bodily Injury

TPL-OOP Bl Paid Loss and ALAE Net of Recoveries ($000's)

| Analysis for PY 2023

FLY 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216 228
1999 - - - - - - - 37.869 38227 38366 38580 38634 38666 38649 38647 38645 38643 38633 38631
2000 - - - - - - 36,042 36437 36510 36662 36761 36799 36802 36816 36901 36909 36859 36859 36,859
2001 - - - - - 35971  37.800 38544 38573 38650 38729 38735 38764 38760 38768 38764 38759 38755  38.748
2002 - - - - 33,051 36,332 37,736 39,938 41,122 41,178 41,268 41,275 41,279 41,439 41,450 41,465 41,479 41,894 41,889
2003 - - - 24411 29345 32848 36066 36992 38089 40013 40150 40257 40953 40909 40907 40904 40902 40897 40897
2004 - - 13645 20048 24750 28481 31661 32773 33568 33657 33658 33691 33690 33703 33702 33701 33700 33696 33696
2005 - 8265  13.061 : . . .
2006 1,796 75521 13,199
2007 2,120 6005 12,003
2008 1,602 8150 15185
2009 2,105 6603  13.657
2010 2173 7,669 13,767
2011 2.257 8137 15.163
2012 3,008 7364 12698
2013 2012 6535 14646
2014 1,678 8027 15667
2015 2112 10347 18.967
2016 2,058 9518 18740
2017 1.971 8604 18679
2018 1.869 8703 16954
2019 2002 11579 19.258
2020 2437 10657 __ 20880
2021 500 . 10,218 - - - - - - - - - - - - - - - -
2022 891 5221 - - - - - - - - - - - - - - - - -
Development Factors 12t024 24t036 36tod8 48to60 60to72 72to84 841096 96t0108 1080120 120to132 132to144 14410156 15610168 16810180 180t0192 1920204 204 to 216 216 to 228 228 to Ut
1999 10095 10036 10056 10014 08 09996 09999  1.0000  1.0000 09997 09999  1.0000
2000 10109 10020  1.0042  1.0027  1.0010  1.0001 10004 10023 10002 09986  1.0000 1.0000  1.0000
2001 10533 1.0173 10008  1.0020  1.0020  1.0001 10008 09999 10002 09999 09999 09999 09998  1.0000
2002 10992 10386  1.0584  1.0296 10014 10022 10002  1.0001 10039 1.0003  1.0004 10004  1.0100 09999  1.0000
2003 1.2021 11194 10980  1.0257  1.0207 10505  1.0034  1.0027 10173 09989  1.0000 09999  1.0000 09999  1.0000  1.0000
2004 14693 1.2346 14507 141177 1.0351 10243 10026 10000 10010 10000 10004  1.0000  1.0000  1.0000 09999  1.0000  1.0000
2005 15802 17137 1.3838  1.1491 10887 10160  1.0017  1.0177 09997  1.0002 09992  1.0000  1.0000  1.0001 1.0000  1.0000  1.0000
2006 41885 17549 15067  1.2024  1.45177 11266  1.0178  1.0500 10082 10226 10015 10003 10062 10013 10093 10017  1.0019
2007 28331 19987 14160 12198 12280 10754 10615 10729 10077 10234 10272  1.0011 10008 10112 09998  1.0000
2008 50872 18633 14675 12281 1.0751 10238 10058 10121 1.0045  1.0061 10042 10056 10475 10068  1.0009
2009 31371 20683 13115 1.2641 11058 1.0940  1.0400  1.0128  1.0069  1.0076  1.0125 ~ 1.0000 09999  1.0000
2010 35292 17951 12489 1.1653 10952  1.0696  1.0614 10165 10027 10003  1.0049  1.0026  1.0016
2011 36047 18636 13777 13399 14777 14765 10464 10706 10120 10069 10306 10015
2012 23768 17244 16233 12127  1.0943 10207 11024  1.0606 10420 10051 1.0143
2013 3.2490 22411 1.4487 1.2708 1.0928 1.0341 1.0157 1.0356 1.0128 1.0150
2014 4.7851 19516 15599 12273 11370 10875  1.0631 10198  1.0106
2015 4.8981 1.8330 1.4670 1.2775 1.1143 1.0588 1.0240 1.0371
2016 46244 19689  1.3729  1.2747 11097  1.0882  1.0364
2017 4.3651 2.1709 1.7489 1.1714 1.1802 1.0737
2018 46574 19482  1.4478  1.3227  1.4353
2019 57830 16632 14341 1.4303
2020 43728 19502 1.4715
2021 10.5629  1.9346
2022 58616
TPL-OOP BI Paid Loss and ALAE Net of Recoveries
Age-to-Ade LDFs
Maximum 121024 241036  36t048 481060 60to72 72t084 84t096 960108 108t0120 120t0132 132to144 144t0 156 156t0 168 16810 180 180t0 192 192t0 204 204t0216 16to 228 228 to Uit
3 105629 19502 14715 143038  1.1802  1.0882  1.0631 1.0371 10420 10150 10306 10026 10475 10112  1.0093  1.0017  1.0019  1.0000  1.0000
4 105629 19592 17489 14303 11802 10882 10631 10606 1.0420 10150  1.0306  1.0056  1.0475 10112 10093  1.0017 10019  1.0000  1.0000
5 105629 21709 17489 14303  1.1802  1.0882  1.1024  1.0706  1.0420  1.0150  1.0306  1.0056  1.0475 10112 10093 10017  1.0100 1.0000  1.0000
Minimum 121024 241036 361048 481060 60to72 721084 B84t096 960108 108t0120 120t0132 1320144 14410156 156t0 168 16810 180 180t 192 192t0204 204 to216 16to 228 228 to Uit
3 43728 16632 14341 14714 11097 10588  1.0240 10198 10106  1.0051 10049 10000 09999 10000 09998 10000 09999  1.0000  1.0000
4 43728 16632 14341 14714 11097 10588  1.0157 10198 10106  1.0003  1.0049  1.0000 09999  1.0000 09998  1.0000 09999 09999  1.0000
5 43728 16632 13729 14714 11097  1.0341 10157 10198 10027 10003 10042 10000 09999  1.0000 09998  1.0000 09999 09998  1.0000
Arithmetic Average 121024 241036 361048 481060 60to72 721084 84t096 960108 108t0120 120t0132 1320144 14410156 156t0 168 16810 180 180t0 192 192t0 204 204t0216 16to 228 228 to Uit
2 82123 19469 14528 13765  1.1578  1.0810  1.0302  1.0284  1.0117  1.0100  1.0225  1.0021 10008 10034 10004 10008  1.0009 1.0000
3 69324 18523 14511 13082 11417 10736 1.0412 10308  1.0218  1.009 10166  1.0014 10164  1.0060  1.0034  1.0005  1.0006  1.0000  1.0000
4 6.6451 18763 1.5256  1.2098  1.1349 10770 10348 10383 10193 10068 10156  1.0024 10125 ~ 1.0048  1.0025  1.0004  1.0004  1.0000  1.0000
5 62475 19352 14950 12953 11353 10685 10483 10447 10160 10070 10133 10022 10112 10039 10020 10003 10023 09999 10000
59338 19408 14904 12840 11282  1.0605  1.0480  1.0400  1.0145  1.0068  1.015  1.0018 10093 10032 10017 10003  1.0019  1.0000  1.0000
Arithmetic Average Excl. HiLo
ava 3 excl HiLo 58616 19346 14478 13227  1.1353 10737  1.0364  1.0356  1.0128  1.0069  1.0143 10015 10016 10068 10009 10000  1.0000  1.0000  1.0000
ava 4 excl HiLo 58223 19414 14507 12987 11248 10806  1.0302  1.0364 10124 10060  1.0134  1.0021 10012 1.0040  1.0005 ~ 1.0000  0.9999  1.0000  1.0000
ava 5 excl HiLo 54340 19473 14511 12016 11289  1.0733 10412 10444 10118 10065 10106 10017  1.0028  1.0027  1.00038  1.0000  1.0006  1.0000  1.0000
ava 6 excl HiLo 51687 19527 14551 12755 14241 10635 10425 ~ 1.0383  1.0106  1.0064  1.0147 10014 10021 10020 1.0002  1.0001  1.0004 1.0000  1.0000
ava 7 excl HiLo 50598 19288 14761 12746 14181 10685  1.0463  1.0330  1.0094  1.0081 10126 1.0011 10018  1.0016 10002  1.0001  1.0003  1.0000
ava 8 excl HiLo 50329 19326 14715 12643  1.1281 10686  1.0452  1.0304  1.0091 10106 1.0108  1.0009  1.0015  1.0014  1.0002  1.0000  1.0003
avg 8 excl HiLo Judgment
(a) Selected Age-to-Ade LDF 50320 19326 14715 12643  1.1281 10686  1.0452  1.0304  1.0091 10106 1.0108  1.0009  1.0015 10014 10002 10000  1.0003  1.0000
Policy Year
Age-to-Age LDFs
121024 241036 36t0d8 48to60 60to72 72to84 84to96 9610108 10810120 120t0132 132to144 144t0156 1560168 1680180 1800192 1920204 204to216 16to 228 228 to Uit
(b) Policy Year Age-to-Age LDF 6.033 2.446 1.629 1.348 1.188 1.007 1.057 1.038 1.020 1.010 1.011 1.006 1.001 1.001 1.001 1.000 1000 1.000  1.000
(c) Age-to-Ultimate LDF 486341 80615 32051 20231 15007 12630 11517 10901 10506  1.0304 10204  1.009  1.0038  1.0026  1.0011 1.0004  1.0003  1.0001  1.0000
Year1  Year2  Year3  Year4d  Year5  Year6  Year7  Year8  Year9  Year10  Year11  Year12  Year13  Year14  Year15  Year16 Year17 Year18 Year19
(d) Cumulative % Paid PY 2023-1 206%  12.40%  3035%  49.43%  66.64%  79.18%  86.82%  91.73%  9519%  O7.05%  98.00%  99.05%  99.62%  99.74%  99.89%  99.96%  99.97% 99.99% 100.00%
(e) Cumulative % Paid PY 2023-2 0.00% 206%  1240%  30.35%  49.43%  66.64%  79.18%  86.82%  91.73%  9519%  97.05%  98.00%  99.05%  99.62%  99.74%  99.89%  99.96% 99.97%  99.99%
() Cumulative % Paid PY 2023 1.03% 7.23%  2138%  30.89%  58.03%  7291%  83.00%  89.28%  93.46%  96.12%  97.53%  98.53%  99.34%  99.68%  99.81%  99.92%  99.97% 99.98%  99.99%
Fn )] ‘ 27 ‘ 3T
Year1-Q1 Year1-Q2 Year1-Q3 Year1-Q4 Year2-Q1 Year2-Q2 Year2-Q3 Year2-Q4 Year3-Q1 Year3-Q2 Year3.Q3 Year3-Q4  Yeard  Year5  Year6  Year7  Year8 Year9 Year10
(a) Incremental % Paid PY 2023 0.01% 0.09% 0.26% 0.68% 0.81% 1.26% 1.51% 2.62% 3.05% 3.42% 3.50% 418%  1851%  18.14%  14.88%  10.09%  6.28%  4.18%  2.66%

Notes:

(b) Policy Year Age-to-Age LDF = (1 + (a))/(1 + 1/(a) Prior); Formula based on “Techniques for the Conversion of Loss Development Factors”, published by the Casualty Actuary Society.
(d) PY 2023-1 Cumulative % Paid = 1/ (c)

(e) PY 2023-2 Cumulative % Paid = 1/ (c) Prior
() PY 2023 Cumulative % Paid = ((d) + (€)) / 2
(a) Incremental % Paid = (f) - (f) Prior: excent for Year 1-Q1 to Year 3-Q4
Smoothinal1] % Paid for PY 2023-1 in Year 1 is soread over four quarters usina the same proportions presented in the 2019 RRA for leqal-based Bodily Iniury

Smoothinal2] % Paid for PY 2023-1 and PY 2023-2 in Year 2 is spread over four uarters usina the same proportions presented in the 2019 RRA for leqal-based Bodily Iniurv
Smoothinal3] % Paid for PY 2023-2 in Year 3 is soread over four quarters usina the same proportions presented in the 2019 RRA for leqal-based Bodilv Iniurv. % Paid for PY 2023-1 in Year 3 is uniformly proportioned over four quarters.

Year 20
100.00%
100.00%
100.00%

Year 11
1.41%

Technical Appendix E.7

Year12 Year13 Year14 Year15 Year16 Year17 Year18 Year19 Year 20
1.00% 0.81% 0.35% 0.13% 0.11% 0.04% 0.01% 0.01% 0.01%



ICBC Actuarial Analysis for PY 2023 Technical Appendix E.8
Calculation of Indexation Factor

Enhanced Accident Benefits - Medical Rehabilitation Enhanced Accid Benefits - Enhanced Disability
FY Inflation Inflation Impact Indexation Inflation Impact Indexation
Forecast Factor Factor
Payment FLY 2024 FLY 2025 FLY 2026 PY 2023 PY 2023 Payment Year FLY 2024 FLY 2025 FLY 2026 PY 2023 PY 2023
(a) Year (b) (c) (d) (e) (f) (9) (h) (i) (/)] (k)
2024 1.000 1 1.000 1.000 1.000 1 1.000 1.000 1.000
2025 1.039 2 1.039 1.000 1.013 1.013 2 1.019 1.000 1.006 1.006
2026 1.024 3 1.024 1.024 1.000 1.018 1.031 3 1.031 1.012 1.000 1.014 1.020
2027 1.022 4 1.022 1.022 1.022 1.022 1.054 4 1.023 1.023 1.011 1.020 1.041
2028 1.020 5 1.020 1.020 1.020 1.020 1.075 5 1.021 1.021 1.021 1.021 1.063
2029 1.020 6 1.020 1.020 1.020 1.020 1.096 6 1.020 1.020 1.020 1.020 1.084
2030 1.020 7 1.020 1.020 1.020 1.020 1.118 7 1.020 1.020 1.020 1.020 1.106
2031 1.020 8 1.020 1.020 1.020 1.020 1.141 8 1.020 1.020 1.020 1.020 1.128
2032 1.020 9 1.020 1.020 1.020 1.020 1.164 9 1.020 1.020 1.020 1.020 1.150
2033 1.020 10 1.020 1.020 1.020 1.020 1.187 10 1.020 1.020 1.020 1.020 1.173
2034 1.020 11 1.020 1.020 1.020 1.020 1.211 11 1.020 1.020 1.020 1.020 1.197
2035 1.020 12 1.020 1.020 1.020 1.020 1.235 12 1.020 1.020 1.020 1.020 1.221
2036 1.020 13 1.020 1.020 1.020 1.020 1.260 13 1.020 1.020 1.020 1.020 1.245
2037 1.020 14 1.020 1.020 1.020 1.020 1.285 14 1.020 1.020 1.020 1.020 1.270
2038 1.020 15 1.020 1.020 1.020 1.020 1.310 15 1.020 1.020 1.020 1.020 1.295
2039 1.020 16 1.020 1.020 1.020 1.020 1.337 16 1.020 1.020 1.020 1.020 1.321
2040 1.020 17 1.020 1.020 1.020 1.020 1.363 17 1.020 1.020 1.020 1.020 1.348
2041 1.020 18 1.020 1.020 1.020 1.020 1.391 18 1.020 1.020 1.020 1.020 1.375
2042 1.020 19 1.020 1.020 1.020 1.020 1.418 19 1.020 1.020 1.020 1.020 1.402
2043 1.020 20 1.020 1.020 1.020 1.020 1.447 20 1.020 1.020 1.020 1.020 1.430
2044 1.020 21 1.020 1.020 1.020 1.020 1.476 21 1.020 1.020 1.020 1.020 1.459
2045 1.020 22 1.020 1.020 1.020 1.020 1.505 22 1.020 1.020 1.020 1.020 1.488
2046 1.020 23 1.020 1.020 1.020 1.020 1.635 23 1.020 1.020 1.020 1.020 1.518
2047 1.020 24 1.020 1.020 1.020 1.020 1.566 24 1.020 1.020 1.020 1.020 1.548
2048 1.020 25 1.020 1.020 1.020 1.020 1.597 25 1.020 1.020 1.020 1.020 1.579
2049 1.020 26 1.020 1.020 1.020 1.020 1.629 26 1.020 1.020 1.020 1.020 1.611
2050 1.020 27 1.020 1.020 1.020 1.020 1.662 27 1.020 1.020 1.020 1.020 1.643
2051 1.020 28 1.020 1.020 1.020 1.020 1.695 28 1.020 1.020 1.020 1.020 1.676
2052 1.020 29 1.020 1.020 1.020 1.020 1.729 29 1.020 1.020 1.020 1.020 1.709
2053 1.020 30 1.020 1.020 1.020 1.020 1.764 30 1.020 1.020 1.020 1.020 1.743
2054 1.020 31 1.020 1.020 1.020 1.020 1.799 31 1.020 1.020 1.020 1.020 1.778
2055 1.020 32 1.020 1.020 1.020 1.020 1.835 32 1.020 1.020 1.020 1.020 1.814
2056 1.020 33 1.020 1.020 1.020 1.020 1.872 33 1.020 1.020 1.020 1.020 1.850
2057 1.020 34 1.020 1.020 1.020 1.020 1.909 34 1.020 1.020 1.020 1.020 1.887
2058 1.020 35 1.020 1.020 1.020 1.020 1.947 35 1.020 1.020 1.020 1.020 1.925
2059 1.020 36 1.020 1.020 1.020 1.020 1.986 36 1.020 1.020 1.020 1.020 1.963
2060 1.020 37 1.020 1.020 1.020 2.026 37 1.020 1.020 1.020 1.020 2.003
2061 1.020 38 1.020 1.020 2.066 38 1.020 1.020 1.020 1.020 2.043
2062 1.020 39 1.020 1.020 1.020 1.020 2.083
2063 1.020 40 1.020 1.020 1.020 1.020 2.125
2064 1.020 4 1.020 1.020 1.020 1.020 2.168
2065 1.020 42 1.020 1.020 1.020 1.020 2211
2066 1.020 43 1.020 1.020 1.020 1.020 2.255
2067 1.020 44 1.020 1.020 1.020 1.020 2.300
2068 1.020 45 1.020 1.020 1.020 1.020 2.346
2069 1.020 46 1.020 1.020 1.020 1.020 2.393
2070 1.020 a7 1.020 1.020 1.020 1.020 2.441
2071 1.020 48 1.020 1.020 1.020 1.020 2.490
2072 1.020 49 1.020 1.020 1.020 2.540
2073 1.020 50 1.020 1.020 2.590

Notes:

(a) Appendix C.0, Figure C.0.3

Col (b) to (d) represent the annaul inflation impact for EAB-MR payments in a fiscal year for FLY 2024, FLY 2025, and FLY 2026.

(e) PY 2023 Inflation Imapct for EAB-MR = sumproduct of (b) to (d), and a weighting based on the FLY earned proportions, as described in Technical Appendix E.O Section B.2.

(f)  PY 2023 Indexation Forecast for EAB-MR = product of column (e) beginning from the same maturity

Col (g) to (i) represent the fiscal year inflation forecasts for EAB-ED payments adjusted with equal weighted inflation assumptions for the current year and the year prior, for FLY 2024, FLY 2025, and FLY 2026. Indexation for EAB-
ED is applied on the anniversary of the date of loss, rather than EAB-MR, where indexation is applied all at once for all claims at the beginning of the fiscal year.

(i) PY 2023 Inflation Imapct for EAB-ED = sumproduct of (g) to (i), and a weighting based on the FLY earned proportions, as described in Technical Appendix E.O Section B.2.

(k) PY 2023 Indexation Forecast for EAB-ED = product of column (j) beginning from the same maturity
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A INTRODUCTION

1. ICBC’s current Basic insurance capital management plan (Basic CMP) was approved by
the BCUC in its May 27, 2016 Decision on the 2015 Revenue Requirements Application
(Order G-74-16). The objectives of the Basic CMP are to promote stability and predictability of
Basic insurance rates, as well as to support the financial stability of Basic insurance. The
Basic CMP establishes capital targets, outlines the process for building, maintaining and releasing

capital, and provides a rate smoothing framework.

2. Special Direction IC2 to the BC Utilities Commission, BC Regulation 307/2004, as
amended (Special Direction IC2) mandates the use of ICBC’s Basic CMP and provides the
framework on how the elements of the Basic CMP are included in the proposed rate change.
Section 3(1)(d) of Special Direction IC2 requires that the BCUC ensure that rates are set in

accordance with “the capital management plan”.

3. On December 12, 2022 Special Direction IC2! was amended to provide directions for

policy year (PY) 2023. The significant amendments affecting PY 2023 are:

e The capital build and capital maintenance provisions are substituted with a capital

provision equal to an amount of 7% of required premium (section 3 (1)(e.2)).

e Section 3 (1.1) is repealed and replaced with section 3 (1.11) to remove the
requirement for ICBC to apply for a rate change order based on a +/- 1.5 percentage

points band on the previous rate change.

¢ In accordance with section 3 (1.2), the requirement under section 3 (1)(b) and (c)(iii)
to set the rate in a manner that allows ICBC to maintain a Minimum Capital Test (MCT)
of 100% is not in effect for PY 2023.

e The Customer Renewal Credit (CRC) in section 3 (1)(h) is not in effect for PY 2023.
B IMPACT OF AMENDMENTS TO SPECIAL DIRECTION IC2 FRAMEWORK ON
ICBC’S CAPITAL MANAGEMENT PLAN

4. The impacts of the December 12, 2022 amendments to Special Direction IC2 on the

Basic CMP and on the proposed rate change sought in this Application are discussed below.

1 Special Direction IC2 as amended by Order in Council 666/2022, December, 12 2022 (B.C. Reg 269/2022).

Insurance Corporation of British Columbia 4-1
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B.1 CAPITAL TARGETS

5. The May 27, 2016 Basic CMP includes a capital management target of 145% MCT. In
addition, Special Direction IC2 requires the BCUC to set rates in a manner that ensures ICBC
maintains minimum capital equal to 100% MCT as described in the MCT guideline.? However,
these requirements are not in effect for PY 2023. Nevertheless, ICBC is providing information on

its MCT ratios as further described below.

6. As specified in section 1.1 of Special Direction 1C2, the MCT used with respect to the

application of the Basic CMP in this Application must be determined:

¢ Using data available from the most recently completed quarter of the fiscal year at the
time the corporation files an application for a general rate change order (in this case
the second quarter (Q2) of Fiscal Year (FY) 2022/23), and

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

7. In accordance with May 19 2015 Decision on the 2014 Revenue Requirements Application
(Order G-81-15), the Outlook (projected) Basic MCT ratio for the end of FY 2022/23% and the most
recent quarter’s actual Basic MCT ratio (actual year-to-date value as of Q2 of FY 2022/23) are
provided in Figure 4.1 below.* However, the amendments to Special Direction IC2 suspend all
aspects of the Basic CMP that are dependent on the MCT. The MCT ratios provided in Figure 4.1

have no impact on the proposed rate change for PY 2023.

Figure 4.1 — 2022/23 Basic MCT Ratio as of Q2 of FY 2022/23

2022/23 Basic MCT Ratio Value of MCT Ratio
Actual Year-to-Date Basic MCT Ratio 78%
Outlook Basic MCT Ratio for the end of the 2022/23 fiscal year 91%

2 Section 3 (1.2) and (1.3) of Special Direction IC2.

3 Details on the calculation of the Outlook Basic MCT Ratio for the end of FY 2022/23 are in Chapter 8, Appendix 8A,
Performance Measures, Section D.2.2.3.

4 Order G-81-15, page 26, stipulates that ICBC is to provide the most recent quarter’s actual MCT ratio (e.g., second
quarter actual MCT ratio); and year-end Outlook MCT ratio (e.g., year-end Outlook MCT ratio as of second quarter) to
satisfy the modified CRC process. The CRC is not in effect for PY 2023 in accordance with Special Direction IC2
section 3(1)(h).

Insurance Corporation of British Columbia 4-2
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8. As shown in Figure 4.1, the Basic MCT ratio continues to be significantly below the capital
management target of 145%, and also below the regulatory minimum of 100% MCT that would

have applied but for its suspension in PY 2023.%

9. In PY 2021, the transition to the new Enhanced Care product reduced claims costs,
thereby providing the opportunity to significantly reduce Basic insurance rates for policyholders
and build capital. However, capital levels (as reflected by the MCT ratio) are still low compared to

the current minimums and targets.

10. Having adequate Basic capital is important to absorb unexpected costs that could arise in
the future and may be used to help maintain rate stability under a rate smoothing framework for
the benefit of customers in future policy years.

B.2 CAPITAL BUILD AND CAPITAL MAINTENANCE

11. The Basic CMP previously included provisions for both capital build and capital
maintenance. The purpose of the capital build provision is to gradually increase the Basic
insurance capital level toward the capital management target of 145%. Whereas the purpose of
the capital maintenance provision is to maintain Basic capital at the desired capital management
target level by providing for the additional capital needed to keep pace with the growth in ICBC’s
business. However, for PY 2021 rates, these provisions were directed® as follows:

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

decreases the rate change.

¢ Adding a capital build provision that would result in the addition of 11.5 percentage
points to the rate change to cover costs after accounting for the effect of the investment
income and expenses that vary with the amount of premium collected from a

policyholder.

12. As per the December 12, 2022 amendments to Special Direction IC2, beginning in
PY 2023, the capital build and capital maintenance provisions are to be replaced with an overall
capital provision equal to 7% of required premium. Using a static capital provision of 7% going

forward will allow ICBC to continue to increase its capital levels by a meaningful amount while

5 Special Direction IC2 section 3(1)(b) otherwise requires the BCUC to set Basic insurance rates to allow ICBC to
maintain the regulatory minimum requirement that the Basic MCT is at least 100%. This regulatory minimum
requirement for Basic MCT is not in effect for PY 2023 in accordance with Special Direction IC2 section 3(1.2).

6 Special Direction IC2 as amended by Order in Council 633/2020, December 14, 2020 (B.C. Reg 281/2020).
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promoting rate stability, before the application of a rate smoothing framework. By removing the
link between the amount of capital provision embedded in the indicated rate change and ICBC’s
Basic capital level, fluctuations in capital levels year-over-year will have a much smaller impact
on the amount of the indicated rate change. Regardless of ICBC’s capital level, ICBC will continue
to maintain 7% of required premium as its capital provision. The calculation of the PY 2023 capital

provision is provided in Chapter 3, Appendix Set A and Technical Appendix Set A.

B.3 CUSTOMER RENEWAL CREDIT (CRC)

13. The Basic CMP specifies the criteria for the issuance of a CRC, which provides a
mechanism for the release of capital to policyholders. Section 3(1)(h) of Special Direction IC2 has

been amended, precluding the issuance of a CRC for the duration of PY 2023.

B.4 RATE SMOOTHING FRAMEWORK

14. Section 3 (1.11) of Special Direction IC2 states that ICBC must not decrease existing
rates. This is referred to in this Application as the rate change floor, which requires that the
proposed rate change be no lower than 0%, and forms part of the existing rate smoothing
framework under the currently approved Basic CMP. For PY 2023, all remaining provisions under
the existing rate smoothing framework, such as the requirement to apply for a rate change based
on a +/- 1.5 percentage point band on the previous rate change, have been repealed as per
Order in Council (OIC) N0.666 (666/2022).

15. The rate change floor applies to PY 2023 as the actuarial indicated rate change is - 6.5%,
as described in Chapter 3, Actuarial Indicated Rate Change Analysis. Figure 4.2 below provides
a summary of the actuarial indicated rate change, the impact of the rate change floor, and the
proposed rate change.

Insurance Corporation of British Columbia 4-4
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Figure 4.2 — Impact of Rate Change Floor

Formula Item Total Basic

Q) Projected PY 2023 Premium at Current Rate Level ($ 000's) 6,484,731
(2) Required PY 2023 Premium ($ 000's) 6,063,325
(3)=[(2/(@)]-1 | Actuarial Indicated Rate Change -6.5%
(4) = Max [(1),(2)] | Proposed PY 2023 Premium (Including Rate Change Floor) ($ 000's) 6,484,731
4 -(©2 Impact from Rate Change Floor ($ 000's) 421,406
B)=[(4)/()] -1 | Proposed Rate Change 0%

16. As shown in Figure 4.2, the application of the rate change floor of 0% results in
$421.4 million of premium in excess of the PY 2023 required premium. This allows for a surplus
of $402.9 million (equal to the $421.4 million of excess premium minus premium tax) to contribute
to ICBC’s Basic capital over the policy period.

C CONCLUSION
17. In conclusion, the Special Direction IC2 amendments:

¢ Require that ICBC use the Basic CMP in existence as of May 27, 2016 with changes
to the capital provision (specifically a capital provision equal to an amount of 7% of

required premium).
e Suspend the minimum capital requirement (of 100% MCT).

e Repeal some elements of rate smoothing.

Suspend the CRC for PY 2023.

18. The proposed rate change of 0% aligns with these amendments and allows for a surplus
of $402.9 million to flow into ICBC’s Basic capital. The surplus will allow ICBC to build towards its
current capital management target of 145% MCT while providing additional room to absorb any

unfavourable emergence that may occur within the 24-month policy period.
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19. During the 2021 Revenue Requirements Application (RRA), ICBC had originally
expressed an intent to file a new Basic CMP as part of this Application. However, given the
amendments to Special Direction IC2 discussed above, ICBC has delayed its update until
December 15, 2024 as part of the 2025 RRA.
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A INTRODUCTION

1. ICBC has an investment portfolio in excess of $20 billion as at March 31, 2022. Funds
available for investment purposes come primarily from the premiums collected and set aside for
unpaid claims. ICBC invests available funds to generate an investment return that is used to

reduce premiums for policyholders.

2. The operational management of ICBC’s investment portfolio is performed by the British
Columbia Investment Management Corporation (BCl), a provincial Crown agent with

$211.1 billion of net assets under management as at March 31, 2022.

3. ICBC’s investment strategy continues to be governed by a Statement of Investment Policy
and Procedures (SIPP), which is approved by ICBC’s Board of Directors. The SIPP outlines the
investment portfolio’s strategic asset mix, which sets target allocations to individual investment

asset classes.

4. In this Chapter, ICBC provides information on its investment portfolio and explains
developments since the 2021 Revenue Requirements Application (2021 RRA), including the
continued transition to the new long-term strategic asset mix and the introduction of an
environmental, social and governance mandate in ICBC’s investments. These changes, along
with interest rate movements and expected investment return forecasts, impact the actuarial
indicated rate change through their influence on the New Money Rate and the Yield on Capital

Available for Rate Setting (formerly known as the Yield on Basic Equity).

5. Due to a shift in asset classes held in the portfolio, as well as changes in the expected
return of each asset class, the New Money Rate and Yield on Capital Available for Rate Setting
are higher for Policy Year (PY) 2023 than the equivalent investment yields for PY 2021. This
means that ICBC is expected to generate higher investment returns, resulting in a favourable
impact on rates. This favourable impact is in addition to the longer expected payout period for
policyholder supplied funds under Enhanced Care, which enables ICBC to hold and invest

premiums collected over a longer period of time.
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6. This Chapter sets out the following:

e Section B discusses the formula for the New Money Rate.

e Section C discusses the formula for the Yield on Capital Available for Rate Setting.

e Section D shows the calculation of the New Money Rate and the Yield on Capital Available
for Rate Setting for PY 2023 (April 1, 2023 — March 31, 2025).

e The SIPP dated January 27, 2022 (January 2022 SIPP) is provided in Appendix 5A.
Changes to the SIPP in comparison to the one dated April 22, 2021, filed as part of the
2021 Revenue Requirements Proceeding are described, and a blacklined version of the
January 2022 SIPP showing the changes is provided.

o Appendix 5B includes BCl’'s Long-Term Capital Market Expectations reference document
prepared in August 2022 (BCI Report), from which the asset class forecasts for the New
Money Rate and the equity yield in the Yield on Capital Available for Rate Setting are

sourced.

7. Historical investment performance information for fiscal year 2021/22 has also been

provided in Chapter 8, Appendix 8B, Investment Performance Information.’

B FORMULA FOR THE NEW MONEY RATE

B.1 INTRODUCTION

8. The New Money Rate represents the investment yield expected for premiums collected
over the policy period. Investment income is earned on these premiums until they are paid out for
costs related to the policy period. The New Money Rate is used as the discount rate for the

required premium calculation in Chapter 3, Actuarial Indicated Rate Change Analysis.

B.2 COMPONENTS OF THE FORMULA

9. The BCUC approved the current New Money Rate formula in its October 28, 2021
Decision on the 2021 Revenue Requirements Application (Order G-307-21). The formula as set
out in Figure 5.1 is calculated as the weighted sum of expected returns of ICBC’s investment
assets, determined by using the weighting for each asset class in ICBC’s strategic asset mix and

BCI’s 15-year annualized return forecasts, plus a Diversification and Rebalancing Premium. This

' Required reporting in accordance with the April 6, 2010 Decision on the Streamlined Regulatory Process (Order
G-65-10).
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is done for each of the two 12-month periods covered by PY 2023. An average of the two 12-

month periods is then calculated, which constitutes the New Money Rate for PY 2023.

Figure 5.1 — New Money Rate Formula

Asset Group Return Weighting Forecast
Fixed Income - _ Strategic mix weight as Weighted average 9f BC.:I 15-year.tot.all
[A] e = ) x  return forecast for fixed income - liquidity
Liquidity Return % of the portfolio assets
. ) R . Weighted average of BCI 15-year total
[B] Fixed Income - Strategic mix weight as x  return forecast for fixed income - credit

. ") i
Credit Return % of the portfolio assets

Weighted average of BCI 15-year total
return forecast for equity assets
Weighted average of BCI 15-year total
return forecast for real assets

BCI 15-year total return forecast for
Canadian money market assets

. _ Strategic mix weight as
[C]  Equity Retum " % of the portfolio X

_ Strategic mix weight as
[D] Real Assets Return = % of the portfolio X

. _  Strategic mix weight as
[E] Portfolio Leverage Cost = % of the portfolio X

[F1 Sum of Asset Group Returns [A] + [B] + [C] + [D]