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COMMENTARY                                                      ICBC 

 

IMPROVED FINANCIAL MARKETS AND LOWER CLAIMS COSTS LEAD TO 

MAJOR INMROVEMENT IN ICBC’S FINANCES 

 

Yesterday the government finally released ICBC’s three-year service plan, including the 

forecast for 2020/21, and the budget for 2021/22. After a number of years of major 

losses ICBC now forecasts an operating surplus of $709 million for the current year, 

with total equity rising to $1,047,000.1 

This paper will review the key reasons for the turnaround in ICBC’s finances for the 

current year and the budget for the coming years. The change from a full tort to a 

hybrid-tort liability model, which occurred as of 1 April 2019, resulted in significant 

claim costs savings in 2019/20. The change to the enhanced care/no-fault model will 

begin on 1 May 2021, and will result in even greater savings in the 2021/22 fiscal year. 

 

The 2020/21 Fiscal Year Forecast 

ICBC is forecasting a combined Basic and Optional net income of $709 million, which is 

$623 million more than the budget target of February 2020. The COVID-19 pandemic 

had a mjor impact on ICBC’s finances. Revenues were lower by approximately $1.0 

billion (including the $600 million rebate announced on 2 February 2021). Current year 

claims costs and other operating costs were also lower by approximately $1.0 billion. 

This is shown in Table 1. 

 

                        TABLE 1 –FISCAL YEAR 2020/21 ($=million) 

      Budget    Forecast  Difference   Per Cent 
 Premiums Earned      6,662       5,608     (1,054)      (15.8) 
 Fees & Other          153           142            (9)        (7.2) 
      
 Investment Income         498           918          420        84.3 
      
 Claims –Current      5,384       4,528        (856)       (15.9) 
              --Prior Years            44         (242)        (286)          n/a 
 Claims Service          500          456           (44)        (8.8) 
      
 Other Costs        1,159       1,082           (77)        (6.6) 
 Non-Insurance Cost           140          135             (5)        (3.6) 

 
1 https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2021-2024.pdf p. 21. 

https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2021-2024.pdf
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 Net Income            86          709           623      824.4 
      
 Equity          302       1,047           745      346.7 

     Source: ICBC service plans for February 2020 and April 2021. 

The increase in the net income is primarily the result of higher investment income and a 

significant drop in the provision for claims costs from prior years. In recent years ICBC 

has been greatly increasing its reserves for claim costs from prior years, but it appears 

that more recent information suggests that ICBC has been too conservative in reserving 

these funds. 

ICBC’s new service plan says little about the current year forecast as its primary focus is 

on the perceived benefits of the new enhanced care/no-fault model. ICBC does not 

provide any service measures, such as the number of policies sold, or the number of 

claims incurred. It does note that the significant increase in the forecast for investment 

income and the increase in the Other Components of Equity (OCE) reflects improved 

financial markets.  

 

The Budget for 2021/22 

Table 2 summarizes the difference between ICBC’s budget for 2021/22 compared to the 

forecast actuals for the current year. The enhanced care/no-fault liability model begins 

on 1 May 2021, and this is reflected in the lower estimate for current year claims and the 

reduction in premium revenue. Under the enhanced care/no-fault model the reduction 

in pain and suffering payments and legal costs explains most of the decline in claims 

costs. Basic and Optional premiums are to be reduced by approximately 20% starting on 

1 May 2021, which explains most of the decline in the budget for premiums earned. 

The combined net income of $154 million is significantly lower than the forecast for the 

current year. This is mainly due to a $438 million decline in investment income, and a 

lower estimate of the drop in the reserve for prior years claims compared to the forecast 

for the current year. 

 

         TABLE 2 –FISCAL YEAR 2021/22 BUDGET ($=million) 

    F2020/21   B2021/22  Difference   Per Cent 
 Premiums Earned       5,608       5,085         (523)        (9.3) 
 Fees & Other           142           108           (34)      (23.9) 
      
 Investment Income           918           480         (438)      (47.7) 
      
 Claims –Current       4,528        3,939         (589)      (13.0) 
              --Prior Years         (242)          (101)           141        41.7 
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 Claims Service          456            552             96        21.1 
      
 Other Costs       1,082            972          (110)      (10.2) 
 Non-Insurance Cost          135            157             22        16.3 
      
 Net Income          709            154         (753)      (78.3) 
      
 Equity       1,047         1,538          491        46.9 

 

The equity is budgeted to increase by $491 million to a total of $1.54 billion due to a 

further increase in the OCE asset values, and the $154 million in net income.  

Unlike prior service plans, ICBC did not show what the $1.54 billion in equity means in 

terms of the minimum capital test (MCT) ratio. It is estimated that the budget equity 

target equates to a MCT of approximately 45% to 48%. This is well below the minimum 

target expected for private auto insurers or for the public systems in Saskatchewan and 

Manitoba. The service plan does show the equity growing in 2022/23 and 2023/24. 

 

Summary 

The new forecast of the current year and the budget for the 2021/22 represent a positive 

change from the large operating losses recorded during the last four years.2 From 

2016/17 to 2019/20 the public auto insurer incurred cumulative operating losses of 

almost $3.5 billion. These losses eliminated the once healthy capital (equity) reserve of 

some $3.0 billion, and left ICBC with $547 million in negative equity as of 31 March 

2020. 

The service plan would benefit if it showed meaningful service and performance 

measures. The absence of this information is a major weakness in ICBC’s public 

submission. 

 

©Richard McCandless  April 21, 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/occasional_paper_no_74_icbc_statistical_sum

mary_9_november_2020/pdf/occasional_paper_no_74_icbc_statistical_summary_9_november_2020.pdf see Table 

2.4. 

https://www.bcpolicyperspectives.com/
https://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_74_icbc_statistical_summary_9_november_2020/pdf/occasional_paper_no_74_icbc_statistical_summary_9_november_2020.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_74_icbc_statistical_summary_9_november_2020/pdf/occasional_paper_no_74_icbc_statistical_summary_9_november_2020.pdf
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