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COMMENTARY                                             ICBC 

 

 

BC UTILITIES COMMISSION APPROVES ICBC’s BASIC PROGRAM RATE 

REDUCTION 

 

 

On 28 October 2021, the BC Utilities Commission (BCUC) ended its 50-week review of 

ICBC’s rate request for the Basic insurance.1 The key element of the request was a net 

15% reduction in the Basic rate, effective 1 May 2021. Two foundational components of 

the plan –a 23-month “policy year” and a requirement to direct a portion of the surplus 

premium revenue to begin to rebuild the capital reserve—were ordered by the provincial 

cabinet. 

 

The Role of the BCUC 

From its inception in 1973 until the early 2000’s the provincial government decided on 

key changes to ICBC’s compulsory auto insurance product, including changes in the 

premium rates. As a result of a review by the Campbell Liberal government, ICBC’s 

insurance was separated between the compulsory monopoly Basic coverage, and  

Optional additional coverage where private insurers could compete for the business. In 

an attempt to end the historic practice of government from seeking political advantage 

from setting ICBC’s rates, the BCUC was given with the authority to regulate ICBC’s 

monopoly Basic program.  

However, the cabinet continued to exercise control over the BCUC. In recent years it 

forced the BCUC to approve artificially low rate increases, and prevented the 

Commission from adjusting rates to rebuild the capital (equity) reserve target.2 These 

restrictions were implemented by the previous government and have been maintained 

by the NDP. As a result, the BCUC’s role as an independent regulator of the Basic 

insurance program has been severely constrained. 

 

 

 
1 https://docs.bcuc.com/Documents/Other/2021/DOC_64693_G-307-21-ICBC-2021-RRA-Decision.pdf  
2 ICBC ended the 2019/20 fiscal year with $547 million in negative equity (Basic negative $301 million and 

Optional negative $246 million). For 2020/21, the  Basic equity jumped to $1.2 billion, much higher than forecast by 

ICBC during the rate review. 

https://docs.bcuc.com/Documents/Other/2021/DOC_64693_G-307-21-ICBC-2021-RRA-Decision.pdf


 

2 

 

Highlights of the Rate Request 

• Twenty-three month duration 
By cabinet order the application spanned a 23-month “policy year” rather than 

the normal 12-month period. No rationale was given for this extended period. 

One obvious benefit to ICBC of categorizing the 2022/23 period as part of the 

2021 rating year is that this avoids the need for a rate review for the second year. 

There seems to be a pattern developing, as the government ordered the BCUC to 

approve the 2020/21 request without a review. This weakens the ability of the 

BCUC and the public to hold ICBC to account for the performance of the 

compulsory insurance product. 

 

• No-Fault/Enhanced Care Reduces Claims Costs 

This is the first application under the n0-fault/enhanced care liability model, 

which become effective on 1 May 2021. ICBC estimated that the no-fault model 

(and other changes) will result in a 26.5% reduction in the average Basic 

premium. 

 

• Actual Rate Reduction of 15% 

By another cabinet order the BCUC was required to re-direct the equivalent of 

11.5% of the gross savings to assist in the rebuilding of the Basic capital (equity) 

reserve. The cabinet order limiting the BCUC’s authority to annually adjust the 

Basic rates was temporary suspended to accommodate the planned rate 

reduction. 

 

The BCUC accepted the 15% rate reduction for the period 1 May 2021 to 30 April 

2022, with no change in rates for the period 1 May 2022 to 31 March 2023. The 

ICBC estimate was based on information from the Manitoba no-fault auto 

insurance program. 

 

• Capital Reserve Target Fixed 
By cabinet order the BCUC was not permitted to adjust the management target 

for the capital reserve. The existing target ratio of 145% of the Minimum Capital 

Test (MCT) reflected the tort liability model. However, this was mandated by 

cabinet order despite the lower cost volatility of the new no-fault model. The 

lower volatility is reflected in the 100% MCT target of the Manitoba Basic 

insurance. 

 

• Capital Target Review  

Some interveners suggested that the Commission review the capital target before 

the next rate application, planned for filing on 15 December 2022. The result 

would then assist ICBC in developing its rate filing.  
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ICBC noted that because of the government’s directive to the BCUC the 

appropriate capital target was not a factor in setting the rates for the current 23-

month “policy year.” Once the authority to set the capital reserve target was 

restored to the BCUC (presumably for 2023/24) the level of the reserve would 

become a key driver in rate-setting. 

 
Special Direction IC2 determines the capital provisions for PY 2021; therefore, the 

BCUC’s role in relation to PY 2021 is to determine the costs associated with PY 2021 and 

then set rates to cover those costs plus the directed capital provisions. That is, under the 

legislative framework applicable to PY 2021, the capital level / size of the Rate 

Stabilization Fund is the outcome of the rate setting approach, not the driver of the rate 

indication. In future years, by contrast, the BCUC approved Capital Management Plan will 

be a driver of the rate indication and the size of the Rate Stabilization Fund because it will 

state the capital management target and the approach used to determine capital provisions.3  
 

The BCUC accepted ICBC’s suggestion that any review of the current capital 

target of 145% MCT be deferred until the next rate application. The BCUC 

decision to delay the review of the target is confusing. The current cabinet order 

to apply a 11.5% rebuild surcharge should result in the addition of approximately 

$350 million per year to the Basic capital reserve. The BCUC should establish an 

appropriate target for the capital reserve, and the speed by which the target is 

achieved, prior to reviewing the rate change request for 2023/24, as these factors 

become key drivers for setting rates. 

 

• Varying Forecasts Ignored 

 

In its rate request ICBC forecast that if the net 15% rate reduction was approved 

the Basic program would see the capital reserve rise to $940 million by 31 March 

2023. Yet in response to certain information requests ICBC lowered the forecast 

to only $480 million, but did not address this variance in its summation. The 

BCUC ignored this discrepancy between the capital reserve forecast in the initial 

request and the subsequent forecast provided during the review. 

 

 

In summary, the BCUC ended the 10+ month review of the Basic program by agreeing to 

ICBC’s key requests. It had little choice. The new no-fault/enhanced care model had no 

historical track record in this province which could be referenced to question ICBC’s 

forecasts for claims frequency and severity. Also, most of the key foundational elements, 

such as the 23-month duration of the application and the capital rebuild surcharge, were 

decisions of cabinet.  

 
3 https://docs.bcuc.com/Documents/Arguments/2021/DOC_63700_2021-07-30-ICBC-Reply-Argument.pdf p. 8. 

https://docs.bcuc.com/Documents/Arguments/2021/DOC_63700_2021-07-30-ICBC-Reply-Argument.pdf


 

4 

 

The Commission did have the authority to order a review of the capital management 

plan, including the appropriate management target, prior to the next rate review 

scheduled for filing on 15 December 2022. It declined the opportunity. 

The next planned rate request application filing is not scheduled until mid-December 

2022, with responses to information requests filed some three months later. The public 

will be without of any substantive information on the performance of the compulsory 

Basic program within the no-fault/enhanced care model for almost two years after its 1 

May 2021 launch.  

 

 

©Richard McCandless  November 12, 2021.       https://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 was an 

intervener in the BC Utilities Commission’s recent reviews of ICBC’s and B.C. Hydro’s rate requests. 
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