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RESPONSIBLE VEHICLE OWNERS  PRESS-GANGED TO KEEP GOOD SHIP 

BRITISH COLUMBIA FISCALLY AFLOAT 
 

In his February 18th budget speech Finance Minister de Jong told us that the government’s steady hand 

had steered the good ship British Columbia through the recent stormy financial seas. It was a solid ship, 

he said, sailing under the banner of balanced budgets for last year and for the years ahead. What the 

finance minister did not say was that some 2.5 million auto insurance policy holders had been press-

ganged to work the bilge pumps to keep the ship afloat. The surplus for last year and those projected for 

the next two years are only possible because the government has abetted ICBC in over charging 

responsible vehicle owners who purchase Optional insurance. 

The government’s skimming of the Optional insurance capital reserve is only part of the problem. Our 

publically-owned auto insurer charges rates that are about 30 per cent higher than the rates of similar 

Crown corporations in Saskatchewan and Manitoba. ICBC says that our rates are higher because we 

have a full access to the court (tort) system, but ICBC has not produced comparative data to support this 

assertion. 

The provincial government released ICBC’s 2013 annual report and financial statements on May 30th. 

They again confirm that the Optional business is significantly over-capitalized with $ 1.92 billion in 

equity, and $ 100 million more than the prior year. The government, by skimming the “excess capital” 

admits this over-capitalization, but refuses to direct their board appointees to properly re-balance the 

rates. 

 What is an appropriate reserve level? All private banks and financial institutions operating in Canada 

must maintain capital reserves that align with guidelines set by the federal Office of the Superintendent 

of Financial Institutions. This stress test is known as the Marginal Capital Test (MCT). For property and 

casualty insurers the guidelines say that assets and equity should be at least 150 per cent of liabilities. In 

2004 the government adopted these guidelines by establishing a 100 per cent MCT for Basic (to reflect 

the monopoly market) and an Optional target of 200 per cent as ICBC was in competition with private 

insurers for this market. The ICBC board’s current target for Optional is 260 per cent. 

During the late 2000’s ICBC’s Optional pricing produced large annual profits which resulted in a MCT of 

over 400 per cent prior to the government re-purposing ICBC into a “commercial Crown” in 2010, and 

skimming $ 576 million that year. By 2013 the total government take has increased to $ 914 million, and 

ICBC’s February, 2014 service plan declares that a further $ 480 million is planned for the next three 

years. 

The cost to Optional policy holders is even more than the excess reserve appropriated by the provincial 

government. The ICBC board MCT target of 260 per cent is well above that required for stable financial 

management. A survey of the largest property and casualty insurers in Canada shows that their targets 
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are in the 170 to 200 per cent range. Intact Financial is the largest of these insurers and its’ MCT target is 

170 per cent. 

ICBC would like us to believe that they compete with private insurers for the $ 1.7 billion Optional 

market in BC. In fact, ICBC is the price leader in Optional auto insurance. Our public auto insurer 

provides little information on Optional volumes, however the spokesman for the private insurers 

recently stated that ICBC has 90 per cent of the market. They have significant economies of scale, pay 

little for advertising and are not subject to federal or provincial corporate tax. Given these advantages 

one would assume that a 200 per cent MCT would be more than adequate. If Optional prices were 

reduced to achieve a 200 per cent MCT policy holders would save about $ 260 annually. 

The over-capitalization of Optional insurance explains why our insurance rates are so much higher than 

those enjoyed by the residents of Saskatchewan and Manitoba. 

The minister of finance claims that sound management produced his balanced budget. The reality is that 

the government appointed board of ICBC has set predatory prices for Optional insurance to generate 

excess profits to keep the good ship British Columbia afloat. 
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