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COMMENTARY                                  GOVERNMENT POLICY 

 

 

GOVERNMENT EXTRACTS $70 MILLION ANNUAL WINDFALL FROM 

HARD-PRESSED ICBC POLICYHOLDERS  

 

At a time when ICBC’s Basic policyholders are being required to forego certain coverage 

benefits, and pay annual rate increases well in excess of inflation, the government 

continues to force these same policyholders to pay twice for the administration of the 

provincial driver licence program.  

ICBC has been administrating the program since 1995. Basic policyholders currently pay 

approximately $130 million to fund the cost of this “non-insurance” program which 

involves approximately 500 FTE employees.1 

However, the government continues to charge a constitutionally dubious fee schedule 

for the driver licenses that are issued by ICBC and funded by its Basic policyholders.2  

 

Fee for Service vs A Tax 

In 1998, the Supreme Court of Canada clarified the distinction between a fee for service 

and a tax. In the Eurig case involving Ontario probate fees it ruled that because the fee 

generated much more revenue than the cost of the program it was a tax. A tax must be 

approved by the legislature.  

As noted by the Ontario auditor general in 2009; “A 1998 Supreme Court of Canada 

decision concluded that user fees could be considered unlawful and therefore may be 

repayable if they were determined by a court to be a tax that was not established by 

enacted legislation or if the fee amounts charged were excessive and did not have a 

reasonable relationship to the cost of the services provided.”3  

The decision caused most governments in Canada (including the B.C. government) to 

quickly pass retroactive tax legislation to replace fees that were compromised by the 

court’s ruling. Driver license fees were not converted to a tax. 

 

                                                      
1 https://www.icbc.com/about-icbc/company-info/Documents/ar-18.pdf p. 21; and IR1  RM 3.10 at pdf 792 

https://www.bcuc.com/Documents/Proceedings/2019/DOC_53549_B-2-ICBC-Responses-to-BCUC-Intervener-

IR1.pdf  
2 A five-year renewal costs $75 dollars and $17 for those 65 and older. See https://www.icbc.com/driver-

licensing/visit-dl-office/Pages/Fees.aspx  
3 http://www.auditor.on.ca/en/content/annualreports/arreports/en09/305en09.pdf p. 145. 
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Driver Licence Fee 

In 1995, as part of a rationalization of service delivery, the government transferred the 

administration of driver licensing to ICBC. The public insurer would deliver the service 

on a cost recovery basis, as it would deduct its cost from the fee revenue collected 

remitting any net balance to the government.  

However, in the same year as the Eurig decision the government reneged on the cost 

recovery arrangement with ICBC.4 The government now collected the full fee revenue 

and ICBC was forced to fund the cost of the driver license operation through an 

additional fee charged to its Basic policy holders. From 1995 to 1998 the fee revenue 

collected was slightly greater than the cost of administering the program. In the 

intervening years the costs (including ICBC’s prorated overhead costs) now exceed the 

$70 million in fee revenue. 

Nevertheless, because ICBC’s Basic policyholders are paying for the cost of the driver 

license program the $70 million in fee revenue collected by the provincial government 

would  likely be considered an unauthorized tax under the 1998 Supreme Court 

decision.  

 

Fairness 

The public auto insurers in Saskatchewan and Manitoba administer the provincial 

driver licensing programs in those provinces. The government of Manitoba provides an 

annual grant to the Manitoba Insurance Corporation to offset most of the cost of this 

service.   

In the late summer of 2018 ICBC and the government enacted changes to the formula to 

calculate the Basic premium. The new scheme was proclaimed as being fairer to low-risk 

drivers because higher-risk drivers would pay more, even if they may not have caused a 

crash.  

If the government is concerned about real and perceived fairness in the apportionment 

of the costs of Basic insurance (not to mention operating within the law), it should 

immediately reimburse ICBC policyholders for the $70 million revenue windfall it 

receives in driver license fees.  

                                                      
4 

http://www.bcpolicyperspectives.com/media/attachments/view/doc/article_bc_studies_icbc_2013/pdf/article_bc_stu

dies_icbc_2013.pdf p. 106-107. 
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It should also examine other financial benefits it receives (such as enhanced policing, 

fine collection and the senior’s discount5) with a view to relieving Basic policyholders 

from some of the unfair financial burden they face in the coming years.6 

 

 

©Richard McCandless   March 23, 2019.          http://www.bcpolicyperspectives.com/  

 

The writer is a retired senior BC government public servant whose paper describing the BC government’s 

manipulation of the finances of BC Hydro from 2008 to 2014 was published by BC Studies in November 

2016. BC Studies published his paper on the 40-year financial history of ICBC in 2013. He has been an 

intervener in the BC Utilities Commission’s recent reviews of both ICBC’s and BC Hydro’s rate requests. 
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http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_47_4_december_2017/pdf

/occasional_paper_no_47_4_december_2017.pdf  
6 $70 million is the equivalent of a 2% Basic rate decrease. 
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