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COMMENTARY                                                ICBC 

 

PUBLIC AUTO INSURERS MAY PROVIDE ADDITIONAL COVID REBATES: 

WILL ICBC FOLLOW SUIT? 

 

The emergency measures put in place to supress the spread of the COVID-19 virus 

resulted in a significant decline in auto insurance claims costs. Last year most public 

and private auto insurers provided rebates to return most of the windfall gains to their 

policyholders. In 2020/21, for example, ICBC provided two rebates totalling 

approximately $900 million. 

In establishing the premium changes for the current year auto insurance regulators had 

assumed that crash frequency and severity rates would return to pre-pandemic levels. 

Yet the relaxation of controls, including a full return to in-office work and social and 

sporting events, has been delayed. The result is that the windfall reduction in claims 

costs and insurer profits has continued into the current year.  

The public insurers in Saskatchewan and Manitoba have announced plans to provide 

another rebate to return these gains to their policyholders. 

 

Saskatchewan Auto Fund (SAF) 

The SAF is the compulsory Basic insurance component of the auto insurance model, and 

is administered by the Saskatchewan Government Insurance (SGI), which also provides 

Optional (Extension) insurance. The SAF provides both no-fault and tort liability 

insurance, although over 99% of policyholders opt for the no-fault model. 

In February 2020/21, the SAF announced a premium rebate totalling $285 million. Yet 

by year-end the capital reserve (the Rate Stabilization Reserve) had excess capital; the 

minimum capital test (MCT) ratio on a rolling 12-month period was 179% ( or 164% for 

31 March 2021) compared to a target of 140%.1 

In the first quarter of 2021/22 the SAF reported that net claims costs were only up 0.6% 

compared to the abnormally low levels of the prior year. The report noted that while 

claims costs were still below the pre-pandemic levels. The rolling 12-month MCT ratio 

had climbed to 184% by 30 June 2021.2 

 
1 The SAF board initially set the target at 125%, but the government asked that it be raised to 140%. 
2https://www.sgi.sk.ca/documents/625510/2802226/SGI+Auto+Fund+Quarterly+Report+August+2021.pdf/a933130

d-1e29-1d04-e8b0-eac742478e8b  

 

https://www.sgi.sk.ca/documents/625510/2802226/SGI+Auto+Fund+Quarterly+Report+August+2021.pdf/a933130d-1e29-1d04-e8b0-eac742478e8b
https://www.sgi.sk.ca/documents/625510/2802226/SGI+Auto+Fund+Quarterly+Report+August+2021.pdf/a933130d-1e29-1d04-e8b0-eac742478e8b
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In its 2022 rate submission to the independent Rate Review Board the SAF requested a 

zero increase in overall Basic premiums, with a 1.7% rate increase offset by a reduction 

in the surcharge to maintain the capital reserve (the Rate Stabilization Reserve).3 Using 

the Q1 results, where the COVID-19 influenced claims costs were 12% lower than 

forecast, the review board recommended a slightly higher rate increase and a larger 

reduction in the capital reserve to recognize the continuing effects of the pandemic 

restrictions on the accumulated equity.4 The net effect would be a 1.3% average 

reduction in rates. 

The review board also recommended that the government authorize another windfall 

rebate to lower the capital reserve to the 140% MCT target more quickly than would be 

the case through the normal capital management plan.5 

 

Manitoba Public Insurance (MPI) 

Last year the MPI requested its regulator to approve two COVID-19 rate rebates 

totalling approximately $180 million. After the rebate the year-end Basic capital reserve 

MCT ratio was at the 100% target level, and the optional Extension was at 196% 

compared to the 200% target. In July 2021, with more current claims data the MPI 

requested a 2.8% average Basic rate decrease and a COVID-19 related rebate of $202 

million.  

In September, MPI reported a 27% decrease in first quarter claims costs compared to 

the prior year, primarily due to the continuing impact of the pandemic on the number of 

vehicles on the road. 

 On 12 October 2021, the MPI requested that the PUB approve a revised 2022 rate 

change for an average 1.2% decrease to the Basic rates, together with a $335 million 

rebate to recognize the continuing effects of the pandemic on claims costs, and a rapid 

build of its capital reserves. 

“Our financial and business operations are fully transparent and presented to the 

[regulator]. Surplus from our Basic Autopac program is a direct result of fewer collision 

claims combined with having the public auto insurance model which allows for the 

return of excess capital back to our customers,” said the insurer’s president Eric 

Herbelin. “This rate application truly demonstrates the effectiveness of the public 

insurance model and our commitment to delivering value to Manitobans.”6 

 

 
3 The SAF had not requested a general rate change in six years. The rating year would begin 21 January 2022. 
4 

https://saskratereview.ca/docs/sgi2021/Report_to_the_Minister_of_Crown_Investments_Corporation_Regarding_th

e_2021_Saskatchewan_Auto_Fund_Application.pdf  
5 Ibid., p. 14. 
6 https://www.mpi.mb.ca/Pages/nr2021oct12.aspx  

https://saskratereview.ca/docs/sgi2021/Report_to_the_Minister_of_Crown_Investments_Corporation_Regarding_the_2021_Saskatchewan_Auto_Fund_Application.pdf
https://saskratereview.ca/docs/sgi2021/Report_to_the_Minister_of_Crown_Investments_Corporation_Regarding_the_2021_Saskatchewan_Auto_Fund_Application.pdf
https://www.mpi.mb.ca/Pages/nr2021oct12.aspx
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British Columbia Insurance Corporation (ICBC) 

The SAF and the MPI Basic program are in the midst of a detailed review to determine 

the change in rates for the coming year. As such, more information is available about 

their operations and financial forecasts than would normally be the case. This allows the 

Public Utilities Board in Manitoba and the Rate Review Board in Saskatchewan to 

examine the 2021/22 forecasts, and determine that social efforts to supress the 

pandemic are reducing claims costs in the current year.  

In this province, we do not have the benefit of a rate review as the BC government 

ordered the BC Utilities Commission to adopt a 23-month “policy year” spanning May 

2021 to March 2023. ICBC had requested a 15% average rate reduction effective 1 May 

2021, which reflected the estimated impact of adopting the no-fault/enhanced care 

model for liability coverage. The request assumed that the claim frequency and severity 

rates would return to pre-pandemic levels. 

The actual first quarter financial results, in the highly aggregated version released to the 

public, suggest that the continuing effects of the efforts to combat the pandemic are 

reducing the actual claims costs compared to the level assumed in the budget. Unlike the 

SAF and the MPI, ICBC does not provide any analysis of discussion of its quarterly 

results. Therefore, drawing firm conclusions from the aggregate data is difficult, 

especially when the effects of the new no-fault/enhanced care liability model are mixed 

in with the COVID-19 effects to explain the lower than anticipated claims costs. 

Despite these limitations it is likely that ICBC is benefiting from windfall claims costs 

savings due to the continuing effects of the COVID-19 suppression  measures. This was 

discussed in my paper of 16 September 2021.7 

Will the BC government order ICBC to return the COVID-19 windfall gain to 

policyholders this year? The other two public auto insurers have met or achieved their 

capital reserve targets, while ICBC is operating below the previous MCT target levels. 

Rate fairness would suggest that a rebate should be authorized for the current year. 

 

©Richard McCandless   October 25, 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 is an 

intervener in the BC Utilities Commission’s recent reviews of ICBC’s and B.C. Hydro’s rate requests. 
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https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_first_quarter_16_september_

2021/pdf/commentary_icbc_first_quarter_16_september_2021.pdf  

https://www.bcpolicyperspectives.com/
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_first_quarter_16_september_2021/pdf/commentary_icbc_first_quarter_16_september_2021.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_first_quarter_16_september_2021/pdf/commentary_icbc_first_quarter_16_september_2021.pdf
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