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OCCASIONAL PAPER NO. 30 

THE EFFECT OF THE PARTY PLATFORMS ON BC HYDRO AND ICBC FINANCES 

The purpose of this paper is to assess the platforms of the three main political parties as they 

might impact the finances of BC Hydro and ICBC. 

Both Crown corporations are vital to the provincial economy, and both are facing serious 

deterioration in their respective financial condition in the next one to three years. 

BC HYDRO 

The Liberal government has been pursuing a strategy of directing the BC Utilities Commission, 

the nominal regulator, to keep annual rate increases below the level required to match the growth 

in expenditures. A high surplus (and annual dividends) is generated by recording future 

unapproved revenue, and deferring expenditure variances. The result has been an escalation in 

already rapid growth in BC Hydro’s debt. 

LIBERAL PLATFORM1 

The Liberal party is campaigning on the basis of sound fiscal management, and few major 

changes to past practice. 

The government’s rate plan has BC Hydro rates increasing by 3.5% on April 1, 2017, and 3% 

next year, while the debt-financed revenue increases by 6.7% this year and 7% next year. The 

two-year rate-financed revenue increase is approximately $280 million, while the debt-financed 

revenue growth is approximately $586 million.2 

Based on BC Hydro’s July 2016 rate submission, the total debt-financed revenue deferral will 

rise to almost $1.6 billion by March 2021; this is the equivalent of a one-time 37% rate increase. 

The increase in the deferral balances (up from $2.7 billion in 2011/12 to $5.9 billion in 2015/16), 

combined with capital expenditures of about $2.0 billion per year, have seriously weakened the 

financial condition of the public utility. The utility’s poor financial condition is a major concern 

of the national credit rating agencies.3 

The government is committed to the completion of the $8.8 billion Site C dam project. 

THE NDP PLATFORM4 

If elected, the NDP says it would freeze BC Hydro rate increases pending a financial review. 

Any roll-back of the 3.5% increase for 2017 would add $150 million to the debt, while reversing 

the planned 2018 rate increase would add an additional $130 million.  

                                                      
1 https://www.bcliberals.com/wp-content/uploads/2017/04/2017-Platform.pdf  
2 http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_25_12_march_2017/pdf  
3 See http://vancouversun.com/opinion/columnists/vaughn-palmer-moodys-dampens-mood-of-hydros-court-

celebration  
4 https://action.bcndp.ca/page/-/platform-book-updated.pdf  
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If elected, the NDP should ensure that the review should have enough scope to re-examine the 

underlying clean energy policies that are driving the BC Hydro’s costs. The party has said that 

the BC Utilities Commission should review the business case for the Site C project, but it would 

need to ensure that the Commission is kept to a short timeline if costs are to be minimized. 

THE GREEN PARTY PLATFORM5 

The party platform, with its focus on alternative sources for “clean” energy, seems to favour BC 

Hydro’s emphasis on hydro power.  

The rapid escalation in the carbon tax would raise the cost of natural gas, partially off-setting the 

low current prices for this power source of heating compared to BC Hydro power. This may 

diminish the price difference between BC Hydro and FortisBC and preserve BC Hydro’s market 

share, at the cost of higher consumer prices.  

The platform suggests that a Green Party government would require BC Hydro to extend the 

existing power grid to assist in the development of an alternative energy sector. The public utility 

would be directed to “optimize support for clean energy development,” despite the current 

financial obligations to independent power producers, and the current surplus of electric power 

capacity. 

Andrew Weaver is opposed to the “risky and foolish” Site C project, noting that by expanding 

the electrical capacity it will retard or displace private investment in alternative energy.6 

 

INSURANCE CORPORATION  

In recent years, the Liberal government has been restricting the growth in compulsory Basic 

insurance rates to keep the cost of auto insurance “affordable.” The BC Utilities Commission has 

been required to conform to this policy, which relies on a financial subsidy from the highly 

profitable Optional program to keep the Basic capital reserve above the government’s minimum 

requirement. 

The rapid increase in cost of injury claims has been the main driver in the growth of the costs of 

the Basic program. ICBC’s February 2017 three-year corporate forecast indicates that if the rate 

suppression policy continues the compulsory program will require significant rate increases, or a 

taxpayer subsidy to maintain a sufficient capital reserve.7 

LIBERAL PARTY PLATFORM 

The Liberal platform does not specifically address ICBC’s worsening financial outlook. In late 

December, cabinet effectively shut down the BC Utilities Commissions review of the 2016 rate 

                                                      
5 http://www.bcgreens.ca/platform  
6https://www.desmog.ca/2016/02/19/site-c-dam-permits-were-quietly-issued-during-federal-election   
7 http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_27_24_march_2017/pdf  
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increase, ordering the Commission to approve a maximum 4.9% for the Basic program. ICBC 

had forecast that an increase of close to 16% was required. 

The government also directed ICBC to undertake a review of its operations to find ways to keep 

Basic rates affordable. 

THE NDP PLATFORM 

The election platform, released on April 13th, states that an NDP government would not proceed 

with further increases in Basic rates until a financial review of ICBC was completed. Foregoing a 

hypothetical 5% rate increase in Basic rates for 2017 would reduce the Basic capital reserve by 

some $150 million. 

If elected, an NDP government would have less than three months to develop a plan for the 2017 

Basic rate changes. It is expected that a major increase in the Basic rates will be required to 

begin to rebuild the capital reserve toward the minimum requirement.8 

THE GREEN PARTY PLATFORM 

While not specifically mentioned, the Green Party platform will not be supportive of drivers, and 

by extension, to ICBC. The rapid increase in the carbon tax will raise the price of gasoline, 

which may reduce the number of vehicles being insured. While it could be argued that fewer 

vehicles will result in fewer accident claims, it would certainly reduce ICBCs premium revenue. 

Given the opposition of the party to the carbon emissions produced by gasoline and diesel 

engines, a Green Party government may use the financial crisis at ICBC to raise auto insurance 

premiums to fund investments in clean energy transportation, such as an expansion of electric 

vehicle recharging stations. 

 

During the balance of the election campaign, the public would benefit if each of the main parties 

would provide more detail on how they intend to reverse the growing deterioration in the 

financial health of BC Hydro and ICBC. Something more fundamental is required than simply 

applying a control on the growth in the allowed rates. 

 

© Richard McCandless  April 14, 2017.   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 ICBC’s rate requests, and is an intervener 

in the Commission’s current reviews of ICBC and BC Hydro rate requests.   

 

                                                      
8 http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_27_24_march_2017/pdf  
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