
 

1 

 

 

OCCASIONAL PAPER No. 87                        ICBC 

 

 

HAS THE NO-FAULT LIABILITY MODEL ACHIEVED THE INTENDED 

OBJECTIVES? 

 

This paper examines whether the change to a no-fault liability model for auto insurance 

in BC has achieved the objectives proposed when the change was announced. The 

assessment is based on only 11 months of operation of the no-fault model, but the 

indications are that most of the objectives have been achieved. 

 

The Journey to No-Fault  

When the NDP formed government in July 2017 they were immediately faced with a 

rapidly deteriorating financial crisis at ICBC. B.C. was the only province that still 

operated under a full tort liability model where the innocent party (or parties) could sue 

for out-of-pocket costs, future potential earnings and pain and suffering. Government 

limits on rate increases for compulsory Basic coverage meant that rapid increases in 

injury claims costs were not being matched by off-setting increases in premium revenue. 

The result were huge operating losses which rapidly depleted ICBC’s once healthy 

capital reserves to the point where ICBC was technically insolvent in 2019/20.  

Attorney General David Eby was tasked with repairing the damage, but he initially 

rejected a switch to a no-fault model as a way to reduce claims costs. Instead, he focused 

on reducing the “out of control” legal costs associated with the adversarial tort model. In 

February 2018, he announced that injury claims costs would be reduced by $1.0 billion 

through a $5,500 cap on pain and suffering payments for “minor” injuries. This change 

to a hybrid-tort scheme was based on the Alberta model, and came into effect on 1 April 

2019. The government also required disputes of up to $50,000 to be decided by an 

expanded appointed tribunal rather than the courts.1 

However, two years later the government announced that the hybrid-tort model would 

be replaced by a no-fault scheme based on the model in place in Manitoba. This 

 
1 See 

https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_no_fault_care_model_1

6_february_2020_2/pdf/commentary_no_fault_care_model_16_february_2020_2.pdf  

 

 

https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_no_fault_care_model_16_february_2020_2/pdf/commentary_no_fault_care_model_16_february_2020_2.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_no_fault_care_model_16_february_2020_2/pdf/commentary_no_fault_care_model_16_february_2020_2.pdf
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“Enhanced Care” model became effective 1 May 2021,  and incorporated significant 

enhancements to coverage limits. The new n0-fault scheme eliminated most payments 

for pain and suffering and limited payments for future wage loss. 

 

Objectives of the No-Fault Model 

 The government and ICBC promoted the new liability model by emphasizing three 

objectives: lower premiums, better coverage and a more customer focussed approach 

focussed on treatment and rehabilitation.2 A reduction in the cost of claims was the key 

to achieving lower premiums and enhanced coverage. The third objective is more 

aspirational and longer term as ICBC’s claims adjudication staff become re-trained to 

focus on the needs of the injured party.3  

There was another objective that was implied in the government media information; the 

need to restore the financial health of ICBC by rebuilding its capital reserves. 

ICBC claimed that the change to the no-fault model would eliminate much of the “legal 

costs” from the cost of injury claims. This would occur because the higher benefit limits 

and the elimination of most pain and suffering payments would negate the need for 

injured parties to seek legal representation. The largest savings would be achieved by 

practically eliminating payments for pain and suffering. 

At the time of the no-fault announcement ICBC estimated that the change would lower 

Basic and Optional premiums by an average of 20%, or $400 per policy, while coverage 

limits were broadened and financial limits increased.4 Many interest groups were either 

neutral or supportive of the changes, but the Trial Lawyers Association of BC decried the 

change from a tort based model.5 

 

Assessing the Change 

It is still early days when it comes to assessing whether or not the change to the no-fault 

model has achieved the primary objectives promised by the government. ICBC has not 

published any analysis of this issue, although some general conclusions can be drawn 

from its annual reports and its recent Basic rate submission to the BC Utilities 

Commission. Another complication is the financial savings recorded due to the 

reduction in crashes and claims as a result of fewer vehicles travelling during the height 

of the pandemic in 2020/21. 

 
2 https://news.gov.bc.ca/files/New-Model-Launch.pdf  
3 Rather than a financial settlement under the tort system, injured parties now negotiate their medical treatment and 

other costs with their medical providers and with ICBC; payments are made for actual costs as they are incurred. 
4 The financial limit on medical care and rehabilitation rose from $300,000 to $7.5 million. 
5 https://biv.com/article/2020/02/features-faults-no-fault-auto-insurance  

https://news.gov.bc.ca/files/New-Model-Launch.pdf
https://biv.com/article/2020/02/features-faults-no-fault-auto-insurance
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1 More Affordable Premiums—Achieved  

When the no-fault model was implemented ICBC anticipated significant savings from 

no longer paying for pain and suffering claims, and from a significant decrease in legal 

costs. A 20% average reduction in combined Basic and Optional rates took effect on 1 

May 2021, with a net 15% reduction (after 11.5% surcharge for rebuilding the capital 

reserve) for the compulsory Basic program and an estimated 25% for the Optional 

average premium. 

The government ordered (OIC 663/20) the BC Utilities Commission to approve the 15% 

Basic rate reduction for the period 1 May 2021 to 31 March 2023 without the normal 

review process. The government recently announced that ICBC would seek the BCUC’s 

approval to hold Basic rates constant for the next two fiscal years. A study by Ernst 

Young shows that ICBC’s combined Basic and Optional rates are among the lowest in 

the country.6 Thus, the primary objective of more affordable premiums has been 

attained. 

 

2  Improved Coverage—Achieved  

There have been significant increases to the financial limits for most coverages, and new 

coverage items added. For example, the limit of $300,000 per injury claim was 

increased to some $7.5 million. The improvement in the coverage limits reduces the 

need for the injured party to dispute the financial settlement, while the elimination of 

pain and suffering payments and some legal costs funded the enhancements to coverage 

limits. 

 

3  Refocus to a Care Based Model—Data Lacking 

It is too soon to determine whether ICBC has achieved its objective of re-focusing its 

claims adjudication staff to monitoring and assisting the injured claimant in receiving 

the required necessary medical and rehabilitation treatment. Some media stories 

suggest that the ICBC staff have yet to fully embrace the new focus on the needs of the 

injured party.7 

 

 

 
6 https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-

premiums-revealed-

432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_ca

mpaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-

4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173  
7 https://globalnews.ca/news/9409474/eby-no-fault-insurance/  

https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-premiums-revealed-432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_campaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173
https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-premiums-revealed-432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_campaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173
https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-premiums-revealed-432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_campaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173
https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-premiums-revealed-432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_campaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173
https://www.insurancebusinessmag.com/ca/news/auto-motor/most-expensive-provinces-for-auto-insurance-premiums-revealed-432632.aspx?utm_source=GA&e=cmljay5tY2NhbmRsZXNzQHNoYXcuY2E&utm_medium=20230112&utm_campaign=IBCW-MorningBriefing-20230112&utm_content=D983809D-3C18-4C3F-B2CB-4900E2C97173&tu=D983809D-3C18-4C3F-B2CB-4900E2C97173
https://globalnews.ca/news/9409474/eby-no-fault-insurance/
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4  Restoring Financial Health—Mostly Achieved 

ICBC’s finances had improved in 2020/21, which was the second year of the hybrid tort 

liability model. The cap on pain and suffering payments for minor injuries appeared to 

be achieving the objective of reduced claims costs, but the government decided that the 

further cost savings of the no-fault model was preferred to the hybrid tort scheme. Also, 

avoiding the continued legal uncertainty of defining a minor injury probably contributed 

to the decision to adopt the no-fault model. 

Table 1 provides a five-year summary of ICBC’s key financial indices separated by the 

years when the full tort, the hybrid (capped) tort and the no-fault injury liability 

schemes were operative. The no-fault began on 1 May 2021, one month into the 2021/22 

fiscal year. 

In 2018/19, the final year of the full tort plan, the net operating loss was $1.15 billion, 

while the combined equity dropped to only $119 million. In 2021/22, the net operating 

income was a remarkable $2.2 billion, and the equity had climbed to $3.7 billion.8 

 

                    TABLE 1—KEY FINANCIAL CORPORATE RESULTS ($=million) 

                                                             ------TORT------            ---HYBRID TORT---      NO-FAULT 

     
2017/18 

   
2018/19 

   
2019/20 

   
2020/21 

   
2021/22 

 Underwriting Result     (1,661)     (1,585)       (983)        663        951 

 Invest. Income inc. 
Impairment 

        462         558         741      1,011      1,418 

 Non-Insurance        (127)        (126)        (133)       (136)        (152) 

 NET INCOME (LOSS)     (1,325)     (1,154)        (376)      1,538       2,217 

       

 Other Comp. Equity        (130)         286        (290)         895        (369) 

 TOT. COMP. INCOME     (1,455)       (868)        (666)      2,433      1,848 

       

 EQUITY          987         119        (547)      1,867      3,715 

      MCT           31         (7)         (30)         51         99 

Source: ICBC Annual Reports. 

Not all of the turnaround in the finances can be attributed to the adoption of the no-

fault model. A significant rise in the value of ICBC’s equity investments in 2021/22 

contributed to the rise in investment income. The combined Basic and Optional equity 

reached its nadir in 2019/20, but as rebounded due to two years of reduced claims and 

significant increases in investment income. 

 

 
8 The net income and equity would have been $396 million higher except the government ordered ICBC to provide a 

Basic rebate of $396 million as a result of the improvement in the Basic capital level. 
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The Drop in Claims Costs 

A steep decline in claims costs has been a feature of both the hybrid-tort and the no-

fault systems. Table 3 shows that between 2018/19 (the last tort year) and 2021/22 (11 

months of no-fault) total claims costs dropped by some $4.0 billion, with current year 

claims down by $2.4 billion and prior years claims adjustment lower by $1.6 billion. 

Much of the reduction in claims costs ($3.2 billion) was achieved by the end of 2020/21 

with the hybrid tort model and the reduction in claims due to the effects of the 

pandemic. But without the move to the no-fault model the reduction in claims costs 

resulting from the pandemic would have been transitory. Instead, the current claims 

costs further declined by 21% in 2021/22. 

 

                                     TABLE 2—CLAIMS COSTS ($=million) 

                                                      -------TORT--------          -----HYBRID TORT------        NO-FAULT 

     2017/18    2018/19    2019/20    2020/21    2021/22 

 Claims Cost Current Yr.        5,084      5,308      4,728      3,708       2,922  

      Prior Years Adjust.           563       1,221       1,180        (367)         (430) 

 Total Claims Cost       5,647      6,539      5,908       3,341        2,492 

Source: ICBC Annual Reports. 

 

The reduction in costs is more stark when one looks only at the cost of current year 

bodily injury claims, as shown in Table 3. Combined tort and no-fault claims costs 

dropped from approximately $3.5 billion in 2018/19 to approximately $1.5 billion in 

2021/22, a decline of 57%. Current year material damage claims remained between $1.6 

billion and  $1.7 billion for the period, except for the pandemic reduction in 2020/21 

where approximately $1.35 billion was recorded. 

 

             TABLE 3—CURRENT YEAR BODILY INJURY CLAIMS COSTS ($=million) 

                                                      ------TORT------             ----HYBRID TORT----           NO-FAULT 

     2017/18    2018/19    2019/20    2020/21    2021/22 

 Tort Based         3,114      3,162      2,420      1,728         223 

 No-Fault Acc. Benefits          220          336          566         382       1,259 

 Total Claims Cost       3,334      3,498      2,986       2,110       1,482 

Source: ICBC Annual Reports. 

Note: The majority of the tort-based claims in 2021/22 were for out-of-province claims. 
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Drop in New Injury Exposure/Claims 

The drop in claims costs reflects a sharp decline in exposure/claim filings by fiscal year. 

Tables 4A to 4C show injury exposure claims falling from 164,500 in 2018/19 to only 

91,000 in 2021/22. The elimination of payments for pain and suffering, together with 

the elimination of a lump sum financial payment, appears to have reduced the number 

of injury claims. Further research is required on this topic before a final conclusion can 

be reached. 

 

     TABLE 1A—NEW TORT BASED INJURY EXPOSURE/CLAIM VOLUMES 

    2018/19   2019/20   2020/21  2021/22 f2022/23 

 Bodily Injury     75,000     66,000    47,000     11,000        -- 
 Medical Rehab.     95,000     93,000    61,000       7,000        -- 
 Other        4,500        5,500      5,500       2,100        -- 
 TOTAL    174,500    164,500   113,500     20,100        -- 

Note: 2021/22 data for April 2021. 

Source: ICBC RRA 2023, p. 8F-3; https://docs.bcuc.com/Documents/Proceedings/2022/DOC_69311_B-1-ICBC-

2023-RRA.pdf pdf 597/781. 

 

TABLE 1B—NEW NO-FAULT BASED INJURY EXPOSURE/CLAIM VOLUMES 

    2018/19   2019/20   2020/21  2021/22 f2022/23 

 Bodily Injury        --        --        --          500         800 
 Medical Rehab.        --        --        --    68,000    78,200 
 Other        --        --        --       7,800    12,000 
 TOTAL        --        --        --     76,300    91,000 

Note: No-Fault (Enhanced Care) commenced 1 May 2021. Bodily Injury exposures primarily out-of-

province claims. 

Source: See Table 1A. 

 

    TABLE 1C—NEW COMBINED INJURY EXPOSURE/CLAIM VOLUMES 

    2018/19   2019/20   2020/21  2021/22 f2022/23 

 Bodily Injury     75,000     66,000    47,000     11,500         800 
 Medical Rehab.     95,000     93,000    61,000    75,000    78,200 
 Other        4,500        5,500      5,500      9,900    12,000 
 TOTAL    174,500    164,500   113,500    96,400    91,000 

Source: See Table 1A. 

 

Change in Injury Claim Cost (Severity) 

Early data for paid no-fault exposure/claims suggests a significant decline in the average 

cost (severity). However, given that the no-fault product had been in place for only 11 

https://docs.bcuc.com/Documents/Proceedings/2022/DOC_69311_B-1-ICBC-2023-RRA.pdf
https://docs.bcuc.com/Documents/Proceedings/2022/DOC_69311_B-1-ICBC-2023-RRA.pdf
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months by the end of the 2021/22 fiscal year it is too soon to provide reliable data and 

conclusions on this question. 

 

Summary 

By most measures the change to the no-fault (Enhanced Care) liability model has 

resulted in lower costs and lower auto insurance premiums. Most of the cost reduction 

is due to the elimination of payments for pain and suffering (general damages), and a 

reduction in the number of injury claims filed compared to the last year of the full tort 

model. 

Further analysis is required on the change in the average injury settlement cost between 

the two models, as only 11 months of experience was available by 31 March 2022 (and 

ICBC’s quarterly reports for the current year provide little detail).  

More research is also required to assess how well ICBC’s claims adjudication staff are 

coping with the shift from an adversarial litigation-based system to the ongoing care 

model. 

The change from a tort model to a hybrid-tort model, and finally to the no-fault liability 

model in the space of some three years was a major undertaking by our Crown auto 

insurer. The staff are to be commended for achieving the results with few errors or 

mishaps. 

 

©Richard McCandless  January 15, 2023.     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 current review of B.C. Hydro’s rate request. 
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