From: Eby, David AG:EX

To: Harris, Megan A GCPE:EX

Subject: QA - ICBC - rate filing - 30AUG17 - DRAFT
Date: September-01-17 9:23:00 AM

Attachments: QA - ICBC - rate filing - 30AUG17 - DRAFT.DOCX

Got up to question 9 and ran out of time. Wanted to share asap so there could be work done today.
There is lots left to do here, worried we won’t be ready for Tuesday. Most of my info is in the

comments section.
D.
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CONFIDENTIAL ADVICE TO MINISTER - Aug. 30, 2017 (DRAFT)

ICBC — 2017 Basic Rate Application
Questions & Answers

Key Messages:

e |CBC is one of British Columbia’s most important public assets.

s That said, there are deep and profound issues at ICBC that need to be addressed to keep rates
affordable for British Columbians.

e |CBC's finances have been on a downward trajectory s.13

* s.13

s.13

s Our government has a plan to ensure that drivers in British Columbia do not bear the costs of this
unprecedented mismanagement of ICBC and to work with ICBC in finding the right tools to reduce
the number of crashes in our province.

s.13
s We aim to bring back a sustainable organization that all British Columbians can be proud of.
. s.13 short term and immediate steps g 13
513 : taken to begin the long process of reducing costs that are driving the pressure for
1
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higher rates. S. 13 _

s.13

| have taken the following steps in the immediate term to begin the long process of bending the cost
curves driving demand for higher rates at ICBC. This will be an ongoing project over the next several
years, and | will have regular updates for you on additional steps. In short, this is just the beginning
of what will be a complex and aggressive full-scale reworking of ICBC back to financial stability.

| have taken the following actions:

(o]

INTERNAL COSTS Starting immediately, we will be issuing an RFI to approved senior
management consulting firms fora g 413 audit of ICBC’s internal processes. This
audit 513 will examine < 13 CBC's process, including an
audit of a random sample of 100 claim files, a full review of ICBC salvage and material
damage payment processes, ICBC’s litigation strategies, and the backlog of files at ICBC.

s.13

RED LIGHT CAMERAS $.13 , existing red light cameras at intersections in
the Lower Mainland will be activated 24 hours a day. Currently, the cameras are only
on in eight hour shifts. Accidents at urban intersections are a major driver of costs, and
we need to stop people from running red lights and causing fatalities and serious
injuries.

s.13

DISTRACTED DRIVING CAMPAIGN We have directed ICBCto g 43 ondistracted
driving. To that end, ICBC will be making an important announcement tomorrow about a
distracted driving awareness campaign.

DISTRACTED DRIVING TECHNOLOGY PILOT We have also asked ICBCto pilot §_ 13

513 technologies for limiting cell phone use by drivers, and to
commence that pilot as soon as possible. Our aim is to restrict s.13 drivers from using
cellphones through technology, and to offer improved rates to drivers who adopt these
technologies voluntarily.

DANGEROUS ROADS INITIATIVE We are working with ICBC and the Ministry of
Transportation to identify the areas with the highest number of collisions and to make
repairs to these areas to reduce collisions. s.13

s.13

[35]

s.13

s.13

s.13
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s.13

s.13

ICBC will instead be seeking a 6.4% increase in its 2017 Basic Rate application to the British Columbia
Utilities Commission, an increase in annual cost of $57 for the average driver, or $4.75 per month.

The optional rate will be adjusted as well. s.13

s.13

The blended impact of basic rate increases and optional rate increases is 8% for the average driver,
s.13

$.13 I think it is important to note
that even with these g 13 rateincreases, that we know will impact many families very

seriously, that ICBC is still projected to lose s13 million dollars next year.

Obviously, very serious and lasting systemic changes are going to be made if we hope to avoid
repeated significant rate increases. | ask for British Columbian’s patience and understanding as we
implement the changes that need to be made, and that | will be announcing in the months and years
to come.

Qs & As:

Rate increase:

1.

You have said that rate increases would not happen on your watch. How did this happen?

The former government’s unprecedented mismanagement of the organization including the use of
s 13 has left ICBC in a shocking financial state, losing half a billion

dollars last year. This was a record loss.

s.13

We now know that when .13 problems started surfacing g 43 instead of addressing the
underlying issues, the former government amended legislation o 44 toallow s.13

s.13 remove capital from ICBC’s optional insurance to mitigate these issues on the
basic insurance side.

Between 2010 and 2016, the previous government took a total of $1.2 billion from the corporation
s.13 to balance the provincial budget.

s.13

s.13
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In May 2011, the former Minister of Finance rejected ICBC’s proposed rate increase and directed the
organization to not go to the BCUC with a two year rate plan. The proposed plan from ICBC would
have applied increased premiums to drivers based on their driving records.

In August 2012, in a cost cutting exercise s.13
s.13
s.13 : backlog that has now come home to roost.
s.13

As an illustration of the cavalier attitude towards costs at ICBC exhibited by the previous Minister
responsible, s.13 addressing an industry stakeholder
group that does auto repair work for ICBC.

s.13 to give away a $3m ICBC building for free <17
boasts he has reduced speeding enforcement ticket revenue by 60%; and commits to a review of the
rates paid by ICBC e 17
s.13
s.13

The former government knew g 14 3 that the issues at ICBC were growing rapidly yet they
neglected to look out for the drivers and road users of our province. We are paying for those short
sighted decisions today.

How can people pay the 6.4% increase when it’s higher than the inflation rate and more than the
average wage increase for most people?

This government is committed to making life more affordable for British Columbians and safer for all
road users. Fixing the very grave financial situation at ICBC will contribute to this goal in the long-
run.

s.13
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s.13

What about Optional rates? Does ICBC plan to increase Optional insurance rates too?

The rising number of crashes, injuries and the cost of these claims, is also putting pressure on ICBC’s
optional insurance rates as liability payouts above $200,000, collision and comprehensive coverage
are included under optional insurance.

s.13

The average blended basic and optional rate increase for drivers is 8% for this year.

How will raising Optional insurance affect B.C.’s competitive insurance market at large? Will this
drive rates up across the boards?

The optional rate increase is phased in so that ICBC may measure impacts of these changes in the
competitive market. If we begin to lose significant market share, ICBC will adjust rates accordingly to
remain competitive.

If approved by the BCUC, when will this rate increase become effective?

This 6.4% increase to the Basic insurance rate will come into effect as of Nov. 1, 2017, and BCUC will
review the full application during this time.

s.13

Optional rates do not go before the Utilities Commission.

The E&Y report says rates could climb 30% in the next two years — will this happen and if not, how
can you be sure?

While the report reveals the depths of ICBC's financial crisis, this government will not allow British
Columbians to be on the hook for a 30% rate increase.

We are taking swift and decisive action and British Columbians are going to see a new and long-
overdue approach to tackling this very serious situation.

Help is here for British Columbians — we are committed to working with the public, ICBC and
stakeholders to make rates affordable for people.
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But we heard the same promise from the previous government — what's different now?

Fixing the structural problems within B.C.’s auto insurance industry is one of this government'’s top
priorities as part of our commitment to make life more affordable for British Columbians.

s.13

ICBC is an important public asset and as such, this government will be accountable to the public for
its performance.

Current state:

8.

How did ICBC get to this point where it’s on the brink of financial collapse?

s.13

$.13 | ICBC has faced unprecedented financial deterioration due to a number of key factors
which have been mismanaged or ignored by the previous government: 1) the rapidly increasing
frequency of vehicle collisions; 2) more bodily injury claims; 3) rising vehicle repair costs; 4)
softening interest rates that negatively impact investment income; and, 5) lower-than-required
Basic premium rates that have failed to cover the widening gap created by rising claims costs.

Facts and figures:

A growing number of crashes being reported to ICBC: Ultimately, these pressures start from one
place — more crashes are occurring in our province every year — with 320,000 in 2016 alone.

More vehicle damage claims than ever before: This spike in the number of crashes has correlated
into a sharp increase in the number of vehicle damage claims being reported to ICBC. There were
233,300 vehicle damage claims reported to ICBC during the last 12 months of claims data available
(July 2016 to June 2017) — 24,700 more than just three years ago, an increase of 12 per cent
increase.

Vehicle repair costs soar to $1.5 billion in just one year: The growth in vehicle damage claims being
reported is being compounded by the cost of repairing those vehicles, which is becoming more
expensive every year. As our vehicles become more reliant on technology and expensive materials —
from back-up sensors and cameras to composite and high-strengths steels — ICBC’s vehicle damage
costs have soared by $350 million, or 30 per cent, in just two years, to a total of $1.5 billion in 2016
alone.

Injury claims skyrocket; 75,000 reported over the last 12 months alone: A total of 75,000 new injury
claims were reported to ICBC during the last 12 months of claims data available (July 2016 to June
2017) — 14,200 more than just three years ago, an increase of 23 per cent.

Injury claims costs close in on $3 billion for a single year: After only breaking through the 52 billion
threshold as recently as 2014, ICBC’s injury claims costs totalled $2.7 billion in 2016 alone — an
increase of $1.2 billion, or 80 per cent, over the last seven years.

See question #1 for full answer

s.13
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9. How will this new government be using the E&Y report that was commissioned under the
previous administration?

¢ We have reviewed the findings in this report very carefully and with great interest.

Actions taken:

s.13

10. What measures are you taking to correct ICBC's deteriorating financial situation and the
subsequent rate increases?

e This government is going to act — it will be swift, exacting and fair. Our work will be guided by the
following principles:

1.
2.

Fairness — e.g. safe drivers should pay less for their insurance

Affordability — e.g. consideration of how changes will impact people’s pocket books is
paramount

Awareness — e.g. commitment to open, transparent dialogue with B.C. motorists
Action — e.g. long-term transformative changes need to be balanced with immediate
action

Sustainability — e.g. all decisions must contribute to the sustainability of the
organization

s.13

11. What mitigation measures has ICBC taken to date?

Road safety

s.13
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12,

13,

You say the rapidly increasing frequency of vehicle collisions is the primary cost pressure on
insurance rates; what will you do to address road safety in B.C.?

s.13

Why have you ruled out photo radar?

o XX

ICBC management:

14,

15.

Isn’t the rising rate another example of mismanagement at ICBC?

One of the main objectives in launching an operational review is to review ICBC's current lines of
business to ensure they are operating in a manner that provides ratepayers with the most efficient,
cost effective products and programs as well as looking at overall corporate structure.

Can you provide more info on ICBC’s lower investment income? Isn’t that a sign of poor
management?

Like many companies, ICBC is facing increasingly challenging investment markets with interest rates
at historically low levels.

In recent years, ICBC's strong investment income has been able to partially offset claims costs
pressures and help mitigate rate increases.

ICBC also took a significant portion of equity gains into net income in 2015, which has left very little
to be realized today and in the near future.

In 2015, ICBC's investment income at year-end was $920 million — at the mid-way point in 2016, it
sat at just $44 million.

Government dividend / ICBC transfer

16.

17.

18.

Will this government continue to take a dividend?
No, absolutely not. It is clear that there are no more dividends that can be used as capital pressures
are mounting.

What about capital transfer from Optional to Basic?
In order to immediately mitigate ICBC’s financial situation, a transfer of $470 million in capital from
ICBC’s Optional line of business to Basic will ensure capital levels stay above regulatory minimums.

Won't this transfer perpetuate the cycle of putting ICBC in a bad financial position again for the
following year?

XX

Legal model

( Comment [KAG11]: 2017 update?

)

s.13
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19. What will this government do to address ICBC’s skyrocketing legal costs? Will you place a cap on
certain injury claims?
e There are a number of recommendations in the Ernst & Young report around capping s 13

capping pain and suffering related to soft tissue injuries, and we’re looking at those and studying the
numbers to make sure they're accurate and that the recommendations make sense. We will also be

looking at proposals outside the Ernst & Young report. In short, we will ensure our research covers
all bases before coming to a decision on this matter.

20. Will you move to a no-fault insurance model?
¢ No s.13

* s.13

Privatization

21. If ICBC is on a fast path to insolvency, as you've described, why not move to a privatized system?

¢ You can travel across Canada and find a range of public and private auto insurance and diverse
arguments both for and against each system.

¢ We believe our system in B.C. works for a number of reasons, but mainly to ensure that all British

Columbia drivers have the same minimum amount of insurance and insurance benefits that protect

them and the other drivers and pedestrians on the road.

¢ This has meant that B.C. has an estimated uninsured rate of less than one per cent — much lower
than other jurisdictions in North America which have rates ranging from four to 20 per cent.

o The linking of the licence plate and decal to a customer’s basic insurance policy is unique to

only a few jurisdictions in North America and is also one of the main reasons why we have such

a low uninsured rate compared to other jurisdictions in North America.

e |CBCis more than just an insurance company — it makes investments no other insurer
would, for example: for its 2016/17 fiscal year (January 2016 to March 2017), ICBC invested
S50 million on road safety-related projects and campaigns.

¢ In saying that, private insurers do have a role for people who are looking for additional
coverage.

s People who would like to purchase more than the basic level of insurance can do so through
ICBC or private insurers.

22. But doesn’t B.C. have the second highest insurance rates in the country right now? How can you
say privatization won’t benefit consumers?
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e This statistic was included in the Ernst & Young report.

s  We will be undertaking a process to validate the findings of this report s.13

s.13
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From: Eby, David AG:EX

To: Harris, Megan A GCPE:EX
Subject: FW: ICBC restated, 2016 fiscal year
Date: September-04-17 3:23:00 PM
Attachments: ICBC 2016 fiscal.pdf

For fact check on last year’s record loss, $533m. $253m loss in optional, $280m loss in basic.

From: Howard, Stephen AG:EX

Sent: Monday, August 28, 2017 8:16 PM
To: Eby, David AG:EX

Subject: ICBC restated, 2016 fiscal year
Justin. I'll take a read in the morning.

Stephen Howard
Ministerial Assistant
Attorney General

s. 17
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(5 THOUSANDS) Basic Coverage Optional Coverage Total
12 months ended 12 months ended 12 months ended
December 31, 2016 12 hs ended | D ber 31, 2016 12 months ended | December 31,2016 12 months ended
i dited) ! December 31, 2015 (1 dited)’ December 31, 2015 (1 dited)’ D ber 31, 2015
Net premiums written s 3,008,397 % 2,770,742 | § 2042978 § 1,866,095 | § 5051375 % 4,636,837
Revenues
Net premiums earned s 2,892,077 % 2,655979 | % 1,956,696 % 1,791,952 | $ 4,848,773 % 4,447,931
Service fees and other income 63,958 57,375 40,139 37,135 104,097 94,510
Total earned revenues 2,956,035 2,713,354 1,996,835 1,829,087 4,952 870 4,542 441
Claims and operating costs
Provision for claims occurring in the current period 3,016,111 2,620,257 1,466,519 1,177,936 4,482,630 3,798,193
Change in estimates for losses occurring in prior periods (55,068) 237,652 230,357 6,402 175,289 244 054
Claim services, road safety and loss management services 228,040 212,795 119,785 108,453 347,825 321,248
3,189,083 3,070,704 1,816,661 1,292,791 5,005,744 4,363,495
Operating costs — insurance 117,301 114,807 135,344 129,564 252,645 244,371
Premium taxes and commissions — insurance 144 867 241,362 473,972 359,263 618,839 600,625
Transformation program (TP) reallocation - 27,720 - (27,720} - -
3,451,251 3,454,593 2,425.977 1,753,898 5,877,228 5,208,491
Underwriting (loss) income (495,216) (741,239) (429,142) 75,189 (924,358) (666,050)
Investment income 342,904 607,711 176,137 312,158 519,041 919,869
(Loss) Income — insurance operations (152,312) (133,528) (253,005) 387,347 (405,317) 253,819
Loss — non-insurance operations (128,075) (123,278) - - (128.075) (123.278)
Net (loss) income for the period before income transfer (280,387) (256,806) (253,005) 387,347 (533,392) 130,541
Optional net income transfer to Basic business 201,000 - (201.,000) - - -
Net (loss) income for the period after income transfer s (79.387) § (256,806)] $ (454.005) $ 387,347 | & (533.392) § 130.541
Net (loss) income attributable to:
Non-controlling interest S (122) § 233 | 8 (62) § 120 | § (184) % 353
Parent corporation (79,265) (257,039) (453,943) 387,227 (533,208) 130,188
S (79,387) § (256,806)] $ (454,005) § 387,347 | 8 (533,392) § 130,541
Equity
Retained earnings, beginning of period s 1,218,425 % 1,475,464 | § 2,152946 % 1,903,837 | § 3371371 % 3.379.301
Net (loss) income for the period. parent corporation (79.265) (257,039) (453.943) 387,227 (533.208) 130,188
Optional Capital Transfer to Basic business 622,000 - (622,000} - - -
Excess Optional Capital Transfer to Province of BC - - - (138,118) - (138, 118)
Retained earnings, end of period 1,761,160 1,218,425 1,077,003 2,152,946 2,838,163 3,371,371
Other components of equity, beginning of period (171,613) 157.250 (90.187) 79,126 (261.800) 236,376
Net change in available for sale assets 40,818 (309,413) 20,973 (158,932) 61,791 (468,345)
Pension and post-retirement benefits remeasurements - (19,450) - (10,381) - (29.831)
Other components of equity. end of period (130,795) (171,613) (69.214) (90,187) (200,009) (261.800)
Total equity attributable to parent corporation 1,630,365 1,046,812 1,007,789 2,062,759 2,638,154 3,109,571
Non-controlling interest, beginning of period 24,204 - 12,256 - 36,460 -
Non-controlling interest (disposed) acquired during the period (16,974) 24,550 (8.469) 12,434 (25,443) 36,984
Net (loss) income for the period. non-controlling interest (122) 233 (62) 120 (184) 353
Other comprehensive income (loss) for the period, non-controlling interest 584 (579 293 (298) 877 (877}
Total equity attributable to non-controlling interest, end of period 7,692 24,204 4,018 12,256 11,710 36,460
Total Equity s 1,638,057 % 1,071,016 | $ 1,011,807 % 2,075,015 | % 2,649,864 % 3,146,031
(% THOUSANDS) Basic Coverage Optional Coverage Total
December 31, 2016 December 31, 2016 December 31, 2016
i lited) December 31, 2015 i dited) December 31, 2015 i dited) December 31, 2015
Liabilities
Unearned premiums S 1,427,336 § 1,311,016 | § 985,631 § 899,348 | § 2412967 % 2,210,364
Provision for unpaid claims s 7,659,134 § 6,947499 | § 2547833 % 2145641 | & 10,206,967 § 9,093,140
MCT - After transfers, including TP reserve * 114.1% 82.5% 133.1% 300.5% 119.9% 156.8%

! December 31, 2016 view does not include the typical year end adjustments such as pension remeasurements, holdback pay true ups and actuarial claims adjustments.,

* Optional MCT, excluding TP reserve is as follows:
December 31, 20016: 91.9%
December 31, 2015: 257.0%

TP reserve only affects Optional insurance line of business and has no impact on Basic insurance line of business.
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From: Eby, David AG:EX

To: Harris, Megan A GCPE:EX

Subject: QA_ICBC_rate filing_3SEPT17_DRAFT2
Date: September-04-17 3:58:00 PM
Attachments: A_ICBC_rate filin EPT17 DRAFT2.docx

Track changes.
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CONFIDENTIAL ADVICE TO MINISTER - Sept. 2, 2017 (DRAFT)

ICBC — 2017 Basic Rate Application
Questions & Answers

Key Messages:

e |CBC is one of British Columbia’s most important public assets.

e That said, there are deep and profound issues at ICBC that need to be addressed immediately to
keep rates affordable for British Columbians over the long term.

e Let me be clear: We need to take drastic action beginning today to fix ICBC's devastating financial
outlook.

e But let me be equally clear that B.C. drivers should not be made to pay for years of mishandling of
this critical public asset.

e |CBC will be seeking a 6.4% increase in its 2017 Basic Rate application to the British Columbia
Utilities Commission, an increase in annual cost of $57 for the average driver, or $4.75 per month.

s The optional rate will also be adjusted. While most drivers will see a modest increase, thousands of
drivers with exceptional claims histories will actually see a decrease. Those with the most
challenging driving histories will see a substantial increase. On November 1, 2017, s 13

g 13 overall optional rates will be increased in the first quarter at- c 11 3.1%
with subsequent quarterly increases of 2.2%, based on market conditions, to a maximum of 9.6%.

e The combined increases between optional and basic will mean that the average driver will see an
increase of : c 17 8% or $130 s.13
Keep in mind that this
combined rate increase is 22% lower than the 30% basic rate hike recommended by the report
commissioned by the previous government.

e |CBC's finances have been on a downward trajectory in recent years with the root of the problem
dating back to 2010. These problems have been growing more alarming.

s Our government will take action starting today to solve the fundamental problems at ICBC because
30% increases are not an option.

s The former government’s unprecedented mismanagement of the organization including the use of
capital reserves to hide the deep-seeded financial problems, has left ICBC in a shocking financial
state.

® | believe that British Columbians were deceived about the true state of finances at our public auto
insurer. The Budget 2017 documents projected next year’s losses at $25m. The revised projection
for next year’s losses is $454m. That’s a loss that is 18 times higher than the projected loss released

to the public just months ago.

-—

s Core issues around road safety, increasing claims costs and growing auto body repair costs were not
adequately addressed.

e Neglect of ICBC by government must end but it will require tough measures and a_blended increase
of 8 % to premiums is a tough measure for so many families.-

13

513 Bul
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All factors combined have resulted in a situation where insurance rates need to be adjusted in the
short-term while we implement changes that will take at least a year, and in some cases longer, to
begin to show significant effect on costs.

| am assuming responsibility to get ICBC back on the right track, along with my colleagues in related
Ministries, and we will fix this problem.

I think it is important to note that even with these -ate increases, that we know will
impact many families very seriously, 513 ICBC is still projected to lose $225 million dollars next year.

Obviously, very serious and lasting systemic changes are going to be made if we hope to avoid
repeated significant rate increases.

| ask for British Columbian’s patience and understanding as we implement the changes that need to
be made and that | will be announcing in the months and years to come.

If asked about the future focused plans:

QOur government has a plan to ensure that drivers in British Columbia do not bear the costs of this
unprecedented mismanagement of ICBC and to work with ICBC in finding the right tools to reduce
the number of crashes in our province.

We aim to bring back a sustainable organization that all British Columbians can be proud of.

There will be short term and immediate steps taken to begin the long process of reducing costs that
are driving the pressure for higher rates.

This will be an ongoing project over the next several years, and | will have regular updates for you on
additional steps.

This is just the beginning of what will be a complex and aggressive reworking of ICBC back to
financial stability.

| have taken the following actions:

RED LIGHT CAMERAS

Over the coming monthsi g 13 , existing red light cameras at intersections in the Lower Mainland
will be activated 24 hours a day.

Currently, the cameras are only on in eight hour shifts. Accidents at city: 5 13 intersections are a
major driver of costs and misery; ' need to stop people from running red lights and causing
fatalities and serious injuries. s.13

DISTRACTED DRIVING TECHNOLOGY PILOT

We have also directed s.13 ICBC to pilot s.13 several of the identified g 13
technologies for limiting cell phone use by drivers, and to start that pilot as soon as possible.

QOur aim is to restrict high-riskis.13 drivers from using cellphones through technology, and to offer
improved rates to drivers who adopt these technologies voluntarily.

DISTRACTED DRIVING CAMPAIGN

We have directed ICBC to 513 increase public awareness of the costs of distracted driving.

[35]
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To that end, ICBC will be making an important announcement tomorrow about a distracted driving
awareness campaign.

DANGEROUS ROADS INITIATIVE

s.13

ICBC reports on the 10 top crash intersections annually. In the Lower Mainland_in 2015, the top 10
crash sites were responsible for 2,253 crashes s 13

We are working with ICBC and the Ministries of Transportation and Infrastructure, and Public Safety

and Solicitor General and local governments to identify the areas with the highest number of
collisions and te-make urgent improvements to the speed limits, signage, and infrastructure in these
areas to reduce collisions.

-

INTERNAL COSTS

Starting immediately, we will be issuing an RFI to approved senior management consulting firms for
a comprehensive business audit s 1 Scf ICBC’s operations and practices.

This review will examine aspects of ICBC’s processes, including an audit- s.13 of a
random sample of 100 claim files, a full review of ICBC salvage and material damage payment
processes, ICBC's settlement and litigation strategies, and the backlog of claims at ICBC.

ICBC will be seeking a 6.4% increase in its 2017 Basic Rate application to the British Columbia
Utilities Commission, an increase in annual cost of 557 for the average driver, or $4.75 per month.

The optional rate will also be adjusted. On November 1, 2017, drivers will see the first quarterly
increase of 3.1% to a maximum of approximately 2.2% for each remaining quarter, based on market
conditions, BC's drivers with the longest spotless claims histories will actually see an optional rate
decrease. Drivers with more challenging driving histories will see the highest optional rate increases.

Most drivers will see a modest optional rate increase.

e Forthe average driver, §.13 blended- s 13 increase between optional and basic
ratesof 8%, or $130-
<13 s.13
Qs & As:

Rate increase:

You have said that rate increases would not happen on your watch. How did this happen?
ICBC's finances have been on a downward trajectory in recent years with the root of the problem
dating back to 2010. These problems have been growing more alarming.

These problems can only be addressed through a rate increase and strategic actions to reduce
crashes, reduce claims and ICBC’s costs. The previous government chose to do neither.

The former government’s unprecedented mismanagement of the organization including the use of
s.13 ICBC's savings to hide the deep-seeded financial problems, has left ICBCin a
shocklng tinancial state.

s.13
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Last year alone, ICBC lost over half a billion 8. 13  dollars, setting a record for the highest loss
in the corporation’s history- e 11 f ICBC had
not taken almost $1bn in “equity gains” from the corporation’s investments into income in 2015,
the story would have been similar in that year.

These ongoing annual losses are projected to increase to 51 billion s.13 sin just three
years if we don’t take action now.

| believe that British Columbians were deceived about the true state of finances at our public auto
insurer.

For example, a_review of ICBC which had not been s.13 received by government

s 13 was listed in financial
documents as producing savings from changes that were not only not implemented, but not even
known yet. These savings were built into future year projections.

The Budget 2017 documents projected 2018/19 losses at $25m. The revised projection for next

year’s losses are $454m. That’s a loss that is 18 times higher than the projected loss released to the
public just months ago.

We now know that when these problems surfaced, instead of addressing the underlying issues, the
former government amended legislation that same year to allow the removal of capital from ICBC's
optional insurance to mitigate losses on the basic insurance side.

Between 2010 and 2016, the previous government took a total of $1.2 billion from the corporation

to help the former government to balance provincial budgets. e 13
S 1 3 This was a cash grab from a business that desperately needs that money today to
help drivers.

In May 2011, the former Minister of Finance rejected ICBC's proposed rate increase and directed the
organization to not go to the BCUC with a two--year rate plan. The proposed plan from ICBC would
have applied increased premiums to drivers based on their driving records.

An August 2012 cost cutting exercise resulted in ICBC deferring claims while costs were reduced in
the short term, yet in the long term therewasa g 13 backlog of claims grew and grew. Tthat
backlog has now come home to roost.

s.13

Here is a good illustration of the cavalier attitude towards costs at ICBC exhibited by the previous
Minister responsible.

In a_2015 video of a presentation to an auto body repair industry group, the former minister
responsible for ICBC attempted to give away a $3 million ICBC building for free.

He boasts_ in his speech that he had reduced speeding enforcement ticket revenue by 60% and
commits to a rate review paid for by ICBC 513 whose terms were dictated by the association’s
members with an eye to boosting these rates.

The former government knew years ago that the issues at ICBC were spiralling rapidly out of control,
yet they neglected to look out for the drivers and road users of our province.
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We are paying for those short sighted decisions today.

Again, let me reiterate, critical and difficult decisions that should have been made by the former
government were neglected and avoided, loading these problems on the drivers of British Columbia.

Core issues around road safety, increasing claims costs and growing auto body repair costs were not
adequately addressed.

All together, these factors have resulted in a situation where insurance rates need to be adjusted in
the short-term while we implement changes that will take at least a year, and in some cases longer,
to begin to show significant effect on costs.

I am assuming responsibility to get ICBC back on the right track, along with my colleagues in related
Ministries, and we will fix this problem.

Can you confirm if ICBC gave an auto body repair lobby group a $3 million ICBC property at no
cost?

S. ‘| 3 The Minister was, for unknown reasons, unable to deliver his promise to
give away a $3m public building, owned by ICBC to a trade association for free.
s.13

S Like reducing
speeding enforcement by 60%, the decision to give away a $3m building owned by ICBC for free

illustrates the problematic attitude toward the insurer’s financial situation and the safety of BC's
roads under the previous government.

s.13

How can people pay the 6.4% increase when it’s higher than the inflation rate and more than the
average wage increase for most people?

This government is committed to making life more affordable for British Columbians and safer for all
road users. Fixing the very grave financial situation at ICBC will contribute to this goal in the long-
run.

Even with this rate change, ICBC will not be covering the costs of the increase in crashes and claims.
To do this, every customer would need to pay close to an additional $15 per month or s.13
S 13 -a 20% rate increase.

s.13

I think it is important to note that even with these significant rate increases, that we know will
impact many families very seriously, that ICBC is still projected to lose $225 million dollars next year.

Obviously, very serious and lasting systemic changes are going to be made if we hope to avoid
repeated significant rate increases.
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| ask for British Columbian’s patience and understanding as we implement the changes that need to
be made.

What about Optional rates? Does ICBC plan to increase Optional insurance rates too?

The rising number of crashes, injuries and the cost of these claims are also putting pressure on
ICBC’s optional insurance rates as liability payouts above $200,000, collision and comprehensive
coverage are included under the optional side.

The optional rate will also be adjusted. While most drivers will see a modest increase, thousands of

drivers with exceptional claims histories will actually see a decrease. Those with the most
challenging driving histories will see a substantial increase. On November 1, 2017, overall optional
rates will be increased in the first quarter at 3.1% with subsequent quarterly increases of 2.2%,
based on market conditions, to a maximum of 9.6%.

The combined increases between optional and basic will mean that the average driver will see an

increase of 8% or $130. Keep in mind that this combined rate increase is 22% lower than the 30%
basic rate hike recommended by the report commissioned by the previous government.

s.13

I think it is important to note that even with these significant rate increases, that we know will
impact many families very seriously, that ICBC is still projected to lose $225 million dollars next year.

Obviously, very serious and lasting systemic changes are going to be made if we hope to avoid
repeated significant rate increases.

| ask for British Columbian’s patience and understanding as we implement the changes that need to
be made and that | will be announcing in the months and years to come.

How will raising Optional insurance affect B.C.’s competitive insurance market at large? Will this
drive rates up across the boards?

The optional rate increase is phased in so that ICBC may measure impacts of these changes in the
competitive market. If we begin to lose significant market share, ICBC will adjust rates accordingly to
remain competitive.

If approved by the BCUC, when will this rate increase become effective?

This 6.4% increase to the Basic insurance rate will come into effect as of Nov. 1, 2017, and BCUC will
review the full application during this time.

Optional rates do not go before the Utilities Commission.

Given the rate increase is being announced today, why is ICBC waiting another 10 days before
submitting its application to the BCUC?

By announcing the rate today, this allows ICBC two weeks to finalize and file the Basic Rate
application.
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The E&Y report says rates could climb 30% in the next two years — will this happen and if not, how
can you be sure?

While the report reveals the depths of ICBC's financial crisis, this government will not allow British
Columbians to be on the hook for a 30% rate increase.

We are taking swift and decisive action and British Columbians are going to see a new and long-
overdue approach to tackling this very serious situation.

Help is here for British Columbians — we are committed to working with the public, ICBC and
stakeholders to make rates affordable for people.

But we heard the same promise from the previous government — what’s different now?

Fixing the structural problems within B.C.’s auto insurance industry is one of this government'’s top
priorities as part of our commitment to make life more affordable for British Columbians.

s.13

S 1 3 Trying to give away a multi-million dollar public asset and reducing speeding enforcement
are good examples of the previous government’s failed approach under the last minister

responsible.

ICBC is an important public asset and as such, this government will be accountable to the public for
its performance, starting with a business audit to ensure ICBC is working as efficiently as possible.

Current state:

10. How did ICBC get to this point where it’s on the brink of financial collapse?

ICBC's finances have been on a downward trajectory in recent years with the root of the problem
dating back to 2010. These problems have been growing more alarming, while it appears the last
government was unwilling to make the changes necessary to improve road safety and ICBC's

operations.

For several years, ICBC has faced unprecedented financial deterioration due to a number of key
factors which have been mismanaged or ignored by the previous government:

o The rapidly increasing frequency of vehicle collisions;

o More bodily injury claims;

o Rising vehicle repair costs;

o Softening interest rates that negatively impact investment income; and

o Lower-than-required Basic premium rates that have failed to cover the widening gap
created by rising claims costs.

There are three major external pressures on ICBC's insurance rates — a sustained increase in the
number of crashes occurring on our roads, leading to more vehicle damage and injury claims being
reported, compounded by higher vehicle repair and injury claims costs.
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In previous years, ICBC's strong investment income helped to relieve these pressures but this is no
longer the case — as interest rates have fallen to historical lows, maintaining strong investment
returns has become increasingly challenging for ICBC, s 13 especially
with the government removing

$1.1bn from that investment fund in the last six years.

As the recent report on ICBC produced by E&Y concluded, the pressures ICBC are under have led to
“overall claims costs and expenses becoming greater than current insurance premiums collected”.
This is not sustainable.

Facts and figures:

ICBC had its biggest loss ever in 2016/17, losing $530m in a single twelve month period.

After changing rules in 2010, government took $1.1bn out of ICBC’s savings into the province’s

11.

general revenue, money that is no longer available to help reduce rate pressures through
investment income.

A growing number of crashes being reported to ICBC: Ultimately, these pressures start from one
place — more crashes are occurring in our province every year — with 320,000 in 2016 alone.

More vehicle damage claims than ever before: This spike in the number of crashes has correlated
into a sharp increase in the number of vehicle damage claims being reported to ICBC. There were
233,300 vehicle damage claims reported to ICBC during the last 12 months of claims data available
(July 2016 to June 2017) — 24,700 more than just three years ago, an increase of 12 per cent
increase.

Vehicle repair costs soar to $1.5 billion in just one year: The growth in vehicle damage claims being
reported is being compounded by the cost of repairing those vehicles, which is becoming more
expensive every year. As our vehicles become more reliant on technology and expensive materials —
from back-up sensors and cameras to composite and high-strengths steels — ICBC's vehicle damage
costs have soared by $350 million, or 30 per cent, in just two years, to a total of $1.5 billion in 2016
alone.

Injury claims skyrocket; 75,000 reported over the last 12 months alone: A total of 75,000 new injury
claims were reported to ICBC during the last 12 months of claims data available (July 2016 to June
2017) - 14,200 more than just three years ago, an increase of 23 per cent.

Injury claims costs close in on $3 billion for a single year: After only breaking through the 52 billion
threshold as recently as 2014, ICBC’s injury claims costs totalled $2.7 billion in 2016 alone — an
increase of $1.2 billion, or 80 per cent, over the last seven years.

See question #1 for full answer

How will this new government be using the E&Y report that was commissioned under the
previous administration?

We are reviewing findings in this report very carefully and with great interest.

Starting immediately, we will be issuing an RFI to approved senior management consulting firms for
a comprehensive business review of ICBC's operations and practices.

This review will examine aspects of ICBC's processes, including a review and evaluation of a random
sample of 100 claim files, a full review of ICBC salvage and material damage payment processes,
ICBC's settlement and litigation strategies, and the backlog of claims at ICBC.
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e |t should be noted that the Ernst and Young report specifically did not address internal processes at
ICBC, nor did it examine in detail the reasons that may be internal to ICBC behind increasing
litigation costs, material damage costs, and injury settlement costs it reported on.

¢ | have seen internal documents from ICBC that lead me to believe there is significant room for
improvement in costs at the insurer through revised internal policies and procedures. For example,
ICBC has noted that it is paying twice what cash transactions are for windshield repairs.

e We are not satisfied with the lack of detail behind the alarming trends identified by the E&Y report,
so we are doing a full review.

Actions taken:

12. What measures are you taking to correct ICBC's deteriorating financial situation and the
subsequent rate increases?

s This government is going to act — it will be swift, exacting and fair. Our work will be guided by the
following principles:

1. Fairness — e.g. safe drivers should pay less for their insurance

2. Affordability — e.g. consideration of how changes will impact people’s pocket books is

paramount

Awareness — e.g. commitment to open, transparent dialogue with B.C. motorists

4. Action —e.g. long-term transformative changes need to be balanced with immediate
action

5. Sustainability — e.g. all decisions must contribute to the sustainability of the
organization

w

¢ | have taken the following steps in the immediate term to begin the long process of bending the cost
curves driving pressures for higher rates at ICBC.

s This will be an ongoing project over the next several years, and | will have regular updates for you on
additional steps.

e Inshort, this is just the beginning of what will be a complex and aggressive reworking of ICBC back
to financial stability.

¢ | have taken the following actions:

RED LIGHT CAMERAS

®  Qver the coming months, existing red light cameras at intersections in the Lower Mainland will be
activated 24 hours a day.

e Currently, the cameras are only on in eight hour shifts. Accidents at city intersections are a major
driver of costs and misery. We need to stop people from running red lights and causing fatalities and

serious injuries.

DISTRACTED DRIVING TECHNOLOGY PILOT

* We have also directed ICBC to pilot several of the identified technologies for limiting cell phone use
by drivers, and to start that pilot as soon as possible.

e Qur aim is to restrict high-risk drivers from using cellphones through technology, and to offer
improved rates to drivers who adopt these technologies voluntarily.

DISTRACTED DRIVING CAMPAIGN
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We have directed ICBC to increase public awareness of the costs of distracted driving.

To that end, ICBC will be making an important announcement tomorrow about a distracted driving

awareness cam Eaign.

DANGEROUS ROADS INITIATIVE

ICBC reports on the 10 top crash intersections annually. In the Lower Mainland in 2015, the top 10

crash sites were responsible for 2,253 crashes.

We are working with ICBC and the Ministries of Transportation and Infrastructure, and Public Safety

and Solicitor General and local governments to identify the areas with the highest number of
collisions and make urgent improvements to the speed limits, signage, and infrastructure in these
areas to reduce collisions.

INTERNAL COSTS

Starting immediately, we will be issuing an RFI to approved senior management consulting firms for

a comprehensive business audit of ICBC's operations and practices.

This review will examine aspects of ICBC's processes, including an audit of a random sample of 100

claim files, a full review of ICBC salvage and material damage payment processes, ICBC's settlement
and litigation strategies, and the backlog of claims at ICBC.

s.13

10
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s.13

e [t should be noted that the Ernst and Young report specifically did not address internal
processes at ICBC, nor did it examine in detail the reasons that may be internal to ICBC
behind increasing litigation costs, material damage costs, and injury settlement costs it
reported on.

e | have seen internal documents from ICBC that lead me to believe there is significant
room for improvement in costs at the insurer through revised internal policies and
procedures. For example, ICBC has noted that it is paying twice what cash transactions
are for windshield repairs.

e We are not satisfied with the lack of detail behind the alarming trends identified by the
E&Y report, so we are doing a full review.

13. What mitigation measures has ICBC taken to date?

e |CBC initiated a number of strategies to help mitigate claims cost trends. They are not sufficient.
However, they advise that these measures have included:

o Fraud detection and prevention strategies;
o Changing windshield replacement policy;
o Introducing strategic ICBC procurement of back office and other supports;

‘ o Hiring more claims adjusters and increasing ICBC's in-house legal and medical expertise.;

Road safety

| 14. You say the rapidly increasing frequency of vehicle collisions is one of the cost pressures
on insurance rates; what will you do to address road safety in B.C.? s.13

RED LIGHT CAMERAS

® _ Qver the coming months, existing red light cameras at intersections in the Lower Mainland will be
activated 24 hours a day.

e Currently, the cameras are only on in eight hour shifts. Accidents at city intersections are a major
driver of costs and misery. We need to stop people from running red lights and causing fatalities and

serious injuries.
DISTRACTED DRIVING TECHNOLOGY PILOT

e We have also directed ICBC to pilot several of the identified technologies for limiting cell phone use
by drivers, and to start that pilot as soon as possible.

11
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®  Qur aim is to restrict high-risk drivers from using cellphones through technology, and to offer
improved rates to drivers who adopt these technologies voluntarily.

DISTRACTED DRIVING CAMPAIGN

* We have directed ICBC to increase public awareness of the costs of distracted driving.

® Tothat end, ICBC will be making an important announcement tomorrow about a distracted driving
awareness campaign.

DANGEROUS ROADS INITIATIVE

e |CBC reports on the 10 top crash intersections annually. In the Lower Mainland in 2015, the top 10
crash sites were responsible for 2,253 crashes.

® We are working with ICBC and the Ministries of Transportation and Infrastructure, and Public Safety
and Solicitor General and local governments to identify the areas with the highest number of
collisions and make urgent improvements to the speed limits, signage, and infrastructure in these
areas to reduce collisions.

s.13

15. Why have you ruled out photo radar?

®  Our preference is for predictable, stationary technology that changes driver behaviour, instead
of technologies that don’t change behaviour but instead are perceived to be, and often act as,
revenue generation tools. For example, red light cameras with appropriate signage that are
active 24 hours a day will encourage appropriate driver behaviour at red lights.,

e Hidden photo radar that captures drivers speeding but does not change the behaviour does not
make roads safer when compared to enforcement officers stopping speeding vehicles, which
interrupts the behaviour and has the added benefit of identifying the driver for additional
consequences in relation to insurance rates.

s.13

12

s.13
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ICBC management:

16. Isn’t the rising rate another example of mismanagement at ICBC?

® One of the main objectives in launching a comprehensive business review of ICBC’s operations and
practices is to review ICBC’s current lines of business to ensure they are operating in a manner that
provides ratepayers with the most efficient, cost effective products and programs as well as looking
at overall corporate structure.

17. Can you provide more info on ICBC’s lower investment income? Isn’t that a sign of poor
management?

s Like many companies, ICBC is facing increasingly challenging investment markets with interest rates
at historically low levels. These diminishing returns are closely linked to government policy under
the previous administration that raided ICBC’s savings at a time when, post 2008, ICBC’s investments
were at some of their lowest values.

e Inrecent years, ICBC's strong investment income has been able to partially offset claims costs
pressures and help mitigate rate increases._This would have been a greater contribution but for the
$1.1bn removed from ICBC's investment accounts by the previous government since 2010.

e |CBC also took a significant portion of equity gains into net income in 2015, which has left very little
to be realized today and in the near future.

e In 2015, ICBC's investment income at year-end was $920 million — at the mid-way point in 2016, it
sat at just $44 million.

Government dividend / ICBC transfer

18. Will this government continue to take a dividend?

* No, absolutely not. It is clear that there are no more dividends that can be used as capital pressures
are mounting. The cupboard is bare.

19. What about capital transfer from Optional to Basic?

e In order to immediately mitigate ICBC’s financial situation, a transfer of 5470 million in capital from
ICBC’s Optional line of business to Basic will ensure capital levels stay above 2017 regulatory
minimums.

20. Won't this transfer perpetuate the cycle of putting ICBC in a bad financial position again for the
following year?

e Inorder to immediately mitigate ICBC’s Basic side financial situation, a transfer of $470 million in
capital from ICBC's Optional line of business to Basic will ensure capital levels stay above regulatory
minimums in 2017.

e |tis aregulatory minimum that we must put in place. Your minimum MCT level must be at 100% and
to accomplish for 2017, this transfer must take place by law.
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Legal model

21,

22,

What will this government do to address ICBC's skyrocketing legal costs? Will you place a cap on
certain injury claims?

There are a number of recommendations in the Ernst & Young report around s.13
capping pain and suffering awards related to soft tissue injuries, and we're s 13
studying the numbers to make sure they're accurate and that the recommendations make sense.
We will also be looking at proposals outside the Ernst & Young report. In short, we will ensure our
research covers all bases before coming to a decision on this matter.

Will you move to a no-fault insurance model?
No.

Access to lawyers is one of the few ways people in BC have been able to ensure their rights were
protected after the previous government eliminated hundreds of service employees at ICBCin a
disastrous attempt to cut costs that instead simply built a massive claims backlog. We will not be

taking away the right of people to sue to claim the payments they are entitled to under law.~ s.13

s.13

s.13

Privatization

23.

If ICBC is on a fast path to insolvency, as you’ve described, why not move to a privatized system?
You can travel across Canada and find a range of public and private auto insurance and diverse
arguments both for and against each system. Ontario has a fully private system, and they also have
the highest rates in Canada.

We believe our system in B.C. works for a number of reasons, but mainly to ensure that all British
Columbia drivers have the same minimum amount of insurance and insurance benefits that protect
them and the other drivers and pedestrians on the road.

This has meant that B.C. has an estimated uninsured rate of less than one per cent — much lower
than other jurisdictions in North America which have rates ranging from four to 20 per cent.
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24,

o The linking of the licence plate and decal to a customer’s basic insurance policy is unigue to

only a few jurisdictions in North America and is also one of the main reasons why we have such

a low uninsured rate compared to other jurisdictions in North America.

ICBC is more than just an insurance company — it makes investments no other insurer
would, for example: for its 2016/17 fiscal year (January 2016 to March 2017), ICBC invested
$50 million on road safety-related projects and campaigns.

In saying that, private insurers do have a role for people who are looking for additional
coverage.

People who would like to purchase more than the basic level of insurance can do so through
ICBC or private insurers.

But doesn’t B.C. have the second highest insurance rates in the country right now? How can you
say privatization won’t benefit consumers?

This statistic was included in the Ernst & Young report.

We will be undertaking a process to validate the findings of this report, as we have seen similar
reports that say BC has the third highest rates.

Regardless, rates should be more affordable as there are many controllable costs and mechanisms

25.

we can use to bring costs down.-

s.13

s.13 ‘We are confident that we will be able to turn this ship
around and get insurance rates to a point of affordability, long-term affordability, for British
Columbians.

Will these changes be incorporated into the province’s fiscal plan in the budget update?

All information related to the fiscal plan is released as part of the budget. ICBC is a quickly moving
file, and the service plan reflects many of the previous government’s assumptions. The reform of
ICBC will be ongoing and we will make many public announcements about our initiatives to keep
British Columbians informed.
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From: Eby, David AG:EX

To: Harris, Megan A GCPE:EX

Subject: FW: NR_Ratelncrease_04Sept17_DRAFT

Date: September-04-17 4:16:00 PM

Attachments: NR_Ratelncr 4Sept17 DRAFT.docx

Note that news release draft has incorrect figure on ICBC loss last year, $533m, not s.13
S.13 Believe s.13 figure comes from 15mo period released by ICBC. Tx.

D.

From: Eby, David AG:EX

Sent: Monday, September 4, 2017 2:59 PM

To: Harris, Megan A GCPE:EX

Subject: NR_Ratelncrease 04Sept17_DRAFT

Edits attached. Tracked changes, but not sure how useful that will be. Here is revised version.

D.
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BRITISH

COLUMBIA
For Immediate Release Ministry of Attorney General
[release number]
September XX, 2017
B.C. government to limit rate increases for drivers while g 13 repairing ICBC- s.13
s.13
VICTORIA —The B.C. government is limiting ICBC rate increases for drivers while embarking on a
| multi-year plan to fix the public insurer’s®'financial crisis- s.13
513 Attorney General -David Eby announced today. Immediate measures

include rolling out 24 hour red light cameras at high-collision intersections, an audit of ICBC,
and a pilot program of new technologies to eliminate distracted driving among high-risk groups.

ICBC had their largest financial loss in the organization’s history last year, losing more than
S600m in just twelve months.

“Drastic action is needed to fix ICBC’s devastating financial crisis g 13 but B.C. drivers should
not be forced to pay 30% higher basic insurance rates as a result of the previous government’s
mismanagement: s.13 ,” said
Eby.

Eby s.13 notes that; .13 -legislation s.13 passed in 2010 allowed .. government to take

unpreprecedented g 13 levels of cash out ofg 1 3ICBC. s.13
After that regulation was introduced, government took $1.2 billion dollars- 13 from ICBC into
general revenue.: s 13

$.13

“I's unacceptable for any government to treat ICBC like an ATM machine._ Yesterday’s
s.13
s 13 cash grab cost drivers who need that support s.13 today -more than a billion

aollars,” said Eby. $.13
s.13
Eby says there will be a 6.4% Basic rate increase this year; s.13
s.13 , which is more

than 20% lower than the 30% rate hike recommended by the report commissioned by the
previous government.

s.13 -/CBC will also increase the Optional rate, but s 13
s.13 increases will be tied

to a driver’s personal claims history. While most drivers will see modest increases, thousands of
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good drivers will actually see rate decreases of 1% in their optional insurance because of a
spotless claims history.

The overall optional rate will be increased by 3.1% in the first quarter with subsequent
quarterly increases of 2.2% to a maximum of 9.6% for drivers with more challenging driving
histories. .13 For an average driver, this is an annual blended increase between basic and

optional of 8%, or $130- $.13
s.13
“Our commitment to British Columbians is to make life more affordable for them — forcing
30% rate increases on drivers s.13a non-starter,” said Eby. “Our government is - s 13
s.13 working overtime to clean s1: up the previous government’s mess s 13
in a way that minimizes-g 4 impacts on drivers.”
A s.13
s.13

In the short term s§.13 the government will move forward with a suite of short-term actions
to improve ICBC’s operations and reduce accident rates by:
e launching an intensive internal operational audit of the crown corporation;
e Moving forward with a pilot project to evaluate s 13 -distracted driving
reduction technology;
e Activating 513 red-light cameras s.13 24 hours a day and seven days a
week, up from the current six hours per day;
e |Increasing public awareness of the risks of distracted driving through a new advertising

campaign s.13 and
e Introducinga g 43 dangerous roads initiative to identify and rapidly retrofit
infrastructure, regulations and signage at dangerous roads and intersections: s.13
s.13
-30-
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Media contact: Media Relations
Government Communications and Public Engagement

Ministry of the Attorney General
778 678-1572
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From: Eby, David AG:EX

To: Harris. Megan A GCPE:EX

Subject: SN_Ratelncrease_04Sept17_DRAFT2 (2)
Date: September-04-17 6:56:00 PM

Attachments: SN_Ratelncrease 04Sept17 DRAFT2 (2).docx
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Attorney General — Speaking Notes

Event Information/Speaking Notes

Event: 2017 ICBC Rate announcement
When: Tues., Sept. 5, 2017
Speaking time: 1 p.m.
Where: Hyatt Regency, Vancouver
Briefing room: Seymour Room
Presser room: Grouse Room
Parking: TBD
Contact for AG:  Megan Harris — 250 882-8013
Logistics: Podium with lav. Mic, s 13
Key Participants:
David Eby, Attorney General and Minister responsible for ICBC

Other attendees: Joy MacPhail, Chair, ICBC
s.13

Audience size: Media only
Agenda: 12:40 p.m. — briefing

1 p.m. — Attorney General to speak immediately followed by Q/A
1:45 p.m. — Close of presser

Media attending: Yes
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Attorney General — Speaking Notes

Speaking Notes
for the
Hon. David Eby
Attorney General
2017 ICBC rate increase announcement
Hyatt Regency

655 Burrard St.
Vancouver, B.C.

Tues., Sept. 23, 2017
1-1:45 p.m.
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Attorney General — Speaking Notes

Introduction

e Thank you for joining me today.

e | would first like to acknowledge the traditional territory
of the Coast Salish people, including the Musqueam,
Squamish, Tsleil-Waututh First Nations where we gather
today.

¢ | would also like to acknowledge ICBC Chair Joy
MacPhail s.13 for joining me today.

e |CBCis one of British Columbia’s most important public assets.

e That said, there are deep and profound issues at ICBC that need to be addressed immediately to keep rates
affordable for British Columbians over the long term.

. s.13 We need to take drastic action beginning today to fix ICBC’s devastating financial outlook.

e But s.13 B.C. drivers should not be made to pay for yearsof g 43 of this critical
pubiic assert.

e |CBC will be seeking a 6.4% increase in its 2017 Basic Rate application to the British Columbia Utilities
Commission, an increase in annual cost of $57 for the average driver, or $4.75 per month.

e The optional rate will also be adjusted. s.13

s.13

s.13

e |CBC's finances have been on a downward trajectory in recent years with the root of the problem dating back to

2010.
s.13
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Attorney General — Speaking Notes

e QOur government will take action starting today to solve the fundamental problems at ICBC s.13

s.13

e The former government’s unprecedented mismanagement of the organization including the use of capital
reserves to hide the deep-seeded financial problems, has left ICBC in a shocking financial state.

L] a1
Budget 2017 documents projected next year's losses at $25m. The revised projection for next year’s losses is
$454m. That’s a loss that is 18 times higher than the projected s.13

s.13

s.13

g s.13

s.13

RED LIGHT CAMERAS
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e Over the coming months, existing red light cameras at intersections in the Lower Mainland s.13

<13
* s.13

DISTRACTED DRIVING TECHNOLOGY PILOT

« ! s.13 ICBC to pilot several of the identified technologies for limiting cell phone use by drivers,
and to start that pilot as soon as possible.

e Ouraim is to restrict high-risk drivers $.13

s.13

DISTRACTED DRIVING CAMPAIGN
e We have s.13 ICBC to increase public awareness of the costs of distracted driving.

e Tothatend, ICBC s.13

s.13

DANGEROUS ROADS INITIATIVE

e |[CBCreports on the 10 top crash intersections annually. In the Lower Mainland in 2015, the top 10 crash sites
were responsible for 2,253 crashes.

e We are working with ICBC and the Ministries of Transportation and Infrastructure, and Public Safety and Solicitor
General and local governments to c 12 make urgent
improvements to the speed limits, signage, and infrastructure in these areas to reduce collisions.

s.13

. s.13 issuing an RF| to approved senior management consulting firms for a
comprehensive business audit of ICBC's operations and practices.

e This review will examine s.13 including an audit of a random sample of 100 claim files, a
full review of ICBC salvage and material damage payment processes, ICBC’s settlement and litigation strategies,
and the backlog of claims at ICBC.

* s.13

s.13
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e ICBC is one of British Columbia’s most important public
assets.

e That said, there are deep and profound issues at ICBC
that need to be addressed immediately to keep rates
affordable for British Columbians over the long term.

e Let me be clear: We need to take drastic action
beginning today to fix ICBC’s devastating financial
outlook.

e But s.13 B.C. drivers should not

be made to pay for years of mismanagement of this
critical public asset.

s.13
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s.13

e To make matters worse, at the same time it was
siphoning money out of ICBC, the previous government
was also avoiding critical and difficult decisions that
should have been made, loading even greater problems
on the drivers of British Columbia.

° s.13

s.13 | recognize you are anxious to hear the Basic
Rate s 13

e ICBC will be seeking a 6.4% increase in its 2017 Basic
Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the
average driver, or $4.75 per month.
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e The optional rate will also be adjusted.

On November 1, 2017, s.13
increase of 3.1% to a maximum of approximately 2.2% for
each remaining quarter, based on market conditions.

s.13

e The average driver can expect an annual blended
increase between optional and basic insurance of 8%, or
$130.

e The report we received on taking over government, a
report commissioned by the previous government,
recommended a 20% basic rate increase. This blended
rate increase, which includes optional, is 12% lower.

s.13
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e ICBC’s finances have been on a downward trajectory in
recent years with the root of the problem dating back to
2010. These problems have been growing more
alarming.

e These problems can only be addressed through
necessary rate adjustments, but more critically, strategic
actions to reduce crashes, reduce claims and reduce
ICBC’s costs.

e The previous government failed to take the steps
necessary to make ICBC financially stable.

e As aresult, a report commissioned by the previous
administration recommends basic rate increases of 30%
by 2019.

e Our government will take action starting today to solve
the fundamental problems at ICBC because 30%

increases are not an option for BC families.

e The former government’s unprecedented
mismanagement of the organization, including the use
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of capital reserves to hide the deep-seeded financial
problems, has left ICBC in a shocking financial state.

e Last year alone, ICBC lost over half a billion dollars in
just twelve months. s.13

s.13

e s13 annual losses are projected to increase to $1
billion in the coming years if we don’t take action now.

s.13

e | believe that British Columbians were deceived about
the true state of finances at our public auto insurer.

e For example, the Budget 2017 documents projected
next year’s losses at ICBC to be $25m. The revised
projection for next year’s losses in the base case, with
current rate levels, is S454m. That’s a loss that is 18
times higher than s.13

s 13 Even with today’s announced rate

10
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increases, the projected loss is still $360m, s.13

s.13

s.13

e Between 2010 and 2016, the previous government took
a total of $1.2 billion from ICBC’s savings to help the
former government to balance provincial budgets. s.13

s.13

s.13

s.13 in the long term there was a significant backlog
of claims that has now come home to roost.

s.13

11
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s.13

° s.13 remarks to an auto body repair industry
group, the former minister surprised the group by
attempting s.13 a $3 million ICBC building to
them for free.

e He boasts in the same video about reducing speeding
enforcement by 60% s.13 a review of
the industry association’s rates under a review where
the industry writes the terms of reference. s.13

s.13
s 13 “deficient in that many of the conclusions

12
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are based on insufficient data...[with] factual errors that
have not been corrected and findings based upon
incomplete information.”

e The former government knew years ago that the issues
at ICBC were spiralling rapidly out of control, yet they
.13 to look out for the drivers and
road users of our province.

e We are paying for those short sighted decisions today.

°
s.13
°
[ ]
s.13

13
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s.13

s.13

e Unfortunately, insurance rates must be adjusted in the
short-term while we implement changes that will take
at least a year, and in some cases longer, to begin to
show significant effect on costs. We wish these changes
had been made sooner. They were not, so drivers are
forced to pay today for the mistakes and negligence of
yesterday’s government.

e | am assuming responsibility to get ICBC back on the
right track, along with my colleagues in related
Ministries. We will fix this problem.

Announcement today:

14
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s.13

s.13

e Getting ICBC back into financial sustainability, delivering
affordable rates for BC residents will be an ongoing
project over the next several years, and | will have
regular updates for you s.13

e Inshort, s.13 just the beginning of what will be a
complex and aggressive reworking of ICBC back to
financial stability.

s.13

RED LIGHT CAMERAS
[Click - Slide 3]

e Over the next several months, existing red light cameras
at intersections in the Lower Mainland will be activated
24 hours a day.

16
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e Currently, the cameras are only on in six hour per day
shifts. Accidents at city intersections are a major driver
of costs and misery, and we need to stop people from
running red lights and causing fatalities and serious
injuries.

DISTRACTED DRIVING TECHNOLOGY PILOT

[Click - Slide 4]

e s13 instructed ICBC to pilot several new
technologies for limiting cell phone use by high risk
drivers, and to start that pilot as soon as possible.

e Our aim is to restrict high risk drivers, like new drivers or
repeat distracted driving offenders, from using
cellphones through .13 We'd also like to offer
improved rates to drivers who adopt these technologies
voluntarily.

DISTRACTED DRIVING CAMPAIGN
[Click - Slide 5]

° s.13 ICBC to increase public awareness about the
costs and impacts of distracted driving.

17
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e To that end, s.13

s.13

DANGEROUS ROADS INITIATIVE

ICBC reports on the 10 top crash intersections annually. In
the Lower Mainland in 2015, the top 10 crash sites were
responsible for 2,253 crashes.

We are working with ICBC and the Ministries of
Transportation and Infrastructure, and Public Safety and
Solicitor General and local governments to .13
areas with the highest number of collisions and make
urgent improvements to the speed limits, signage, and
infrastructure in these areas to reduce collisions.

INTERNAL COSTS

° s.13 issuing an RFl to
approved senior management consulting firms for a
comprehensive business audit of ICBC’s operations and
practices.

18
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e The review will examine targeted elements of ICBC's
operations, including an audit of a random sample of
100 claim files, a full review of ICBC salvage and
material-damage payment processes, ICBC's settlement
and litigation strategies, and the backlog of claims at
ICBC.

e It should be noted that the Ernst and Young report
specifically did not address internal processes at ICBC,
nor did it examine in detail the reasons that may be
internal to ICBC behind increasing litigation costs,
material damage costs, and injury settlement costs it
reported on.

e | have seen internal documents from ICBC that lead me
to believe there is significant room for improvement in
costs at the insurer through revised internal policies and
procedures.

e We are not satisfied with the lack of detail behind the
alarming trends identified by the E&Y report, so we are
doing a full review.

19
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e The previous government’s Ernst and Young report
recommended a 20% rate increase for Basic insurance
this year alone. We promised British Columbians that
would not happen.

e ICBC will instead be seeking a 6.4% increase in its 2017
Basic Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the
average driver, or $4.75 per month.

e Even with this rate change, ICBC will not be covering the
costs of the increase in crashes and claims.

e To actually cover the costs at ICBC of providing
insurance, every customer would need to pay close to
an additional $15 per month or the equivalent of a 20% s 13
rate increase.

e The rising number of crashes, injuries and the cost of
these claims are also putting pressure on ICBC’s optional
insurance rates.

20
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e As | mentioned earlier, the optional rate will also be
adjusted. s.13

s.13

e On November 1, 2017, overall optional rates will be
increased in the first quarter at 3.1% with subsequent
guarterly increases of 2.2%, based on market
conditions, to a maximum of 9.6%. This number is an
average for the entire optional category. Individual
driver rates will depend s.13

s.13

s.13

21
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s.13

s.13

Conclusion

s.13

e Thank you, | will now take your questions.

-END-
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Event Information/Speaking Notes

Event: 2017 ICBC Rate announcement
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Logistics: Podium with lav. mic.
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David Eby, Attorney General and Minister responsible for ICBC
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Introduction

e Thank you for joining me today.

e | would first like to acknowledge the traditional territory
of the Coast Salish people, including the Musqueam,
Squamish, Tsleil-Waututh First Nations where we gather
today.

e | would also like to acknowledge ICBC Chair Joy
MacPhail for joining me today.

e |CBC is one of British Columbia’s most important public
assets.

e That said, there are deep and profound issues at ICBC
that need to be addressed immediately to keep rates

affordable for British Columbians over the long term.

e We need to take drastic action to fix ICBC’s devastating
financial outlook.
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e But B.C. drivers should not be made to pay for years of
mismanagement of this critical public asset.

e | will begin by giving you some context about ICBC’s
current financial state. | will then explain to you how we
got here, and the short term measures we are
implementing at a structural level to get costs under
control at the insurer.

e However, | recognize you are anxious to hear the Basic
Rate increase, so I'll start with that before going into the
background.

e ICBC will be seeking a 6.4% increase in its 2017 Basic
Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the
average driver, or $4.75 per month.

e The optional rate will also be adjusted.

e For optional, on November 1, 2017, the average
optional rate will increase 3.1% to a maximum of
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approximately 2.2% for each remaining quarter, based
on market conditions, to a total of 9.6% on average.

e |t is important to note that the optional rate increase is
an average across many diverse categories of drivers.
For example, at the end of these rate changes, 300,000
drivers will actually have lower optional rates.

e The best measurement to understand the impact on the
average driver is the so-called “blended rate” between
optional and basic coverage.

e The average driver can expect an annual blended
increase between optional and basic insurance of 8%, or
$130 annually.

e The report we received on taking over government, a
report commissioned by the previous government,
recommended a 20% basic rate increase. This blended
rate increase, which includes optional, is 12% lower
than this recommended rate.
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e |CBC’s finances have been on a downward trajectory in
recent years with the root of the problem dating back to
2010. These problems have been growing more
alarming.

e These problems must be addressed through necessary
rate adjustments, but more critically, through strategic
reforms to reduce crashes, reduce claims and reduce
ICBC’s costs.

e The previous government failed to take these structural
steps necessary to make ICBC financially stable.

e As a result, the report commissioned by the previous
administration recommends basic rate increases of 20%
this year, and 30% by 20109.

e Our government will take action starting today to solve
the fundamental problems at ICBC to ensure affordable
rates, because 30% rate increases are not an option for
BC families.
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e The former government’s unprecedented
mismanagement of the organization, including the use
of capital reserves to hide the deep-seeded financial
problems, has left ICBC in an unprecedented financial
state.

e Last year alone, ICBC lost over half a billion dollars in
just twelve months. That loss is the largest annual loss in
ICBC’s history.

e ICBC’s annual losses are projected to increase to S1
billion in the coming years if we don’t take action now.

e Before explaining some of the actions we are taking, |
would like to take some time to outline how we got to
this place.

e First, | believe that British Columbians were deceived
about the true state of finances at our public auto

insurer before the election.

e For example, the Budget 2017 documents projected
next year’s losses at ICBC to be $25m. The revised
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projection for next year’s losses in the base case, with
current rate levels, is S454m. That’s a loss that is 18
times higher than projected in the Budget 2017
documents.

e Even with today’s announced rate increases, which are
significant increases, the projected loss is still S$360m.
That’s 14 times the original loss projected in the Budget
2017 documents that were released before the election.

e Second, the previous government raided ICBC for its
savings, savings that could have been used to offset this
year’s rate increases. Between 2010 and 2016, the
previous government then took a total of $1.2 billion
from ICBC’s savings to help the former government to
balance provincial budgets.

e Less money in the savings account meant significantly
lower investment income to be used to reduce rates
today.

e Third, an August 2012 ICBC cost cutting exercise
resulted in ICBC deferring legitimate claims that were
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supposed to be paid out. This meant that ICBC’s claims
costs were reduced in the short term, but in the long
term there was a significant backlog of claims that has
now come home to roost and must be paid.

e Fourth, there was a generally cavalier attitude towards
ICBC’s financial stability within the previous
government.

e For example, in a video recording of remarks to an auto
body repair industry group, the former minister
surprised the group by attempting to them a $3 million
ICBC building for free.

e He boasts in the same video about reducing speeding
enforcement by 60%.

e In the same video he commits to a review of the
industry association’s rates under a review where the

industry writes the terms of reference.

e The report that exercised produced was, in ICBC's
words, quote “deficient in that many of the conclusions
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are based on insufficient data...[with] factual errors that
have not been corrected and findings based upon
incomplete information.”

e The former government knew years ago that the issues
at ICBC were spiralling rapidly out of control, yet they
completely failed to look out for the drivers and road
users of our province.

e We are paying for those short sighted decisions today.

e Half billion dollar annual losses at ICBC must end, but to
turn ICBC around after years of neglect will require
difficult measures.

e | recognize that a blended premium increase of 8% for
the average driver will be a major impact for many
families. However, 20% increases would put many
families over a financial tipping point, and that cannot
be allowed to happen.

e Unfortunately, insurance rates must be adjusted in the
short-term while we implement changes that will take

10
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at least a year, and in some cases longer, to begin to
show significant effect on costs.

e We wish these structural changes had been made
sooner at ICBC. They were not, so drivers are forced to
pay today for the mistakes and negligence of
yesterday’s government.

e | am assuming responsibility to get ICBC back on the
right track, along with my colleagues in related
Ministries. We will fix this problem.

e | will now outline what we are doing to get ICBC back on
track in the short term in order to avoid similar rate
increases as we’re announcing today, in the future.

e Getting ICBC back into long-term financial sustainability,
delivering affordable rates for BC residents will be an
ongoing project over the next several years, and | will
have regular updates for you in the months and years to
come on additional steps.

11
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e In short, these steps are just the beginning of what will
be a complex and aggressive reworking of ICBC back to
financial stability.

1.RED LIGHT CAMERAS

e Over the next several months, existing red light cameras
at intersections in the Lower Mainland will be activated
12 hours a day, and then 24 hours a day.

e Currently, the cameras are only on in six hour per day
shifts. The phased roll out will enable administration to
keep up with increased processing volumes.

e Accidents at city intersections are a major driver of costs
and misery, and we need to stop people from running
red lights and causing fatalities and serious injuries.

e | note that this was one of the recommendations of the
Ernst and Young report to reduce accident costs.

DISTRACTED DRIVING TECHNOLOGY PILOT

12
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e | have instructed ICBC to pilot several new technologies
for limiting cell phone use by high risk drivers, and to
start that pilot as soon as possible.

e Our aim is to restrict high risk drivers, like new drivers or
repeat distracted driving offenders, from using
cellphones through technological interventions.

e We'd also like to offer improved rates to drivers who
adopt these technologies voluntarily.

e There are a number of ways this can be done including
stand-alone applications, which use the motion
detection sensors within a phone, and hardware
supported applications that plug directly into a vehicle.

e These are only two examples and | look forward to

hearing from ICBC about the cutting edge firms that
submitted their new technologies for consideration.

DISTRACTED DRIVING CAMPAIGN

13

Page 70 of 1453 MAG-2018-82203



Attorney General — Speaking Notes

e We have asked ICBC to increase public awareness about
the costs and impacts of distracted driving.

e To that end, ICBC’s annual distracted driving campaign
launches tomorrow, with ICBC and police announcing
their l[atest enforcement blitz on distracted driving,
supported by new educational materials and
advertising.

DANGEROUS ROADS INITIATIVE

e ICBC reports on the 10 top crash intersections annually.
In the Lower Mainland in 2015, the top 10 crash sites
were responsible for 2,253 crashes.

e We are working with ICBC and the Ministries of
Transportation and Infrastructure, and Public Safety and
Solicitor General and local governments to update and
expand work identifying the areas with the highest
number of collisions and to make urgent improvements
to the speed limits, signage, and infrastructure in these
areas to reduce collisions, and the injuries and costs
these preventable accidents can bring.

14
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ADMINISTRATION COSTS AND EFFICIENCY

e We will immediately be issuing an RFI to approved
senior management consulting firms for a
comprehensive business audit of ICBC’s operations and
practices.

e The review will examine targeted elements of ICBC's
operations, including an audit of a random sample of
100 claim files, a full review of ICBC salvage and
material-damage payment processes, ICBC’s settlement
and litigation strategies, and the backlog of claims at
ICBC.

e |t should be noted that the Ernst and Young report
specifically did not address internal processes at ICBC,
nor did it examine in detail the reasons that may be
internal to ICBC behind increasing litigation costs,
material damage costs, and injury settlement costs it
reported on.

¢ | have seen internal documents from ICBC that lead me
to believe there is significant room for improvement in

15
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costs at the insurer through revised internal policies and
procedures.

e We are not satisfied with the lack of detail behind the
alarming trends identified by the E&Y report, so we are
doing a full internal business audit.

CLOSE

e The previous government’s Ernst and Young report
recommended a 20% rate increase for Basic insurance
this year alone. We promised British Columbians that
would not happen.

e ICBC will instead be seeking a 6.4% increase in its 2017
Basic Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the
average driver, or $4.75 per month.

e Even with this rate change, ICBC will not be covering the
costs of the increase in crashes and claims.

e To actually cover the costs at ICBC of providing
insurance, every customer would need to pay close to

16
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an additional $15 per month or the equivalent of a 20%
rate increase.

e The rising number of crashes, injuries and the cost of
these claims are also putting pressure on ICBC’s optional
Insurance rates.

e As | mentioned earlier, the optional rate will also be
adjusted.

e On November 1, 2017, overall optional rates will be
increased in the first quarter at 3.1% with subsequent
quarterly increases of 2.2%, based on market
conditions, to a maximum of 9.6%.

e This number is an average for the entire optional
category. Individual policy rates will depend on age,
value, and use of a vehicle and where it is being driven,
with hundreds of thousands of drivers actually receiving
lower optional rates, or seeing no increase at all.

e The most comprehensive assessment of what this
means for the average British Columbian driver is the

17
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blended rate, which combines average increases
between optional and basic. The blended rate tells us
that the average driver will see an increase of 8% or
$130.

e | ask for British Columbian’s patience and understanding
as we implement the changes that need to be made and
that | will be announcing in the months and years to

come.

e Thank you, | will now take your questions.

-END-
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Introduction

e Thank you for joining me today.

e | would first like to acknowledge the traditional territory
of the Coast Salish people, including the Musqueam,
Squamish, Tsleil-Waututh First Nations where we gather
today.

e | would also like to acknowledge ICBC Chair Joy
MacPhail for joining me today.

e |CBC is one of British Columbia’s most important public
assets.

e That said, there are deep and profound issues at ICBC
that need to be addressed immediately to keep rates

affordable for British Columbians over the long term.

e We need to take drastic action to fix ICBC’s devastating
financial outlook.
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e But B.C. drivers should not be made to pay for years of
mismanagement of this critical public asset.

e | will begin by giving you some context about ICBC’s
current financial state. | will then explain to you how we
got here, and the short term measures we are
implementing at a structural level. We need to get costs
under control at the insurer so that we can get rates
under control for BC drivers.

e However, | recognize you are anxious to hear the Basic
Rate information, so I'll start with that before going into
the background.

e |ICBC will be seeking a 6.4% increase in its 2017 Basic
Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the

average driver, or $4.75 per month.

e The optional rate will also be adjusted.
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e For optional, on November 1, 2017, the aggregate
optional rate will increase 3.1% to a maximum of
approximately 2.2% for each remaining quarter, based
on market conditions, to a total of 9.6% on average.

e |t is important to note that the aggregate optional rate
increase is an average across many diverse categories of
drivers. For example, at the end of the implementation
of these rate changes, 300,000 drivers will actually have
lower optional rates.

e Because most drivers get optional and basic insurance
coverage, the best measurement to understand the
impact on the average driver of the basic and optional
rate changes is the so-called “blended rate”.

e The average driver can expect an annual blended rate
increase between optional and basic insurance of 8%, or
$130 annually.
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e The report we received on taking over government, a
report commissioned by the previous government,
recommended a 20% basic rate increase. This blended
rate increase, which includes optional, is 12% lower
than this report’s recommended rate.

e |'ll begin today’s overview with the context of today’s
rate announcement.

e ICBC’s finances have been on a downward trajectory in
recent years with the root of the problem dating back to
2010.

e These problems have been growing more alarming and
must be addressed urgently through both necessary
rate adjustments, and more critically, through strategic
reforms to reduce crashes, reduce claims and reduce
ICBC's costs.

e The previous government failed to take the structural
steps necessary to make ICBC financially stable, and
reduce the need for rate increases.
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e As a result, the report commissioned by the previous
administration recommends basic rate increases of 20%
this year, and 30% by 2019.

e Last year alone, ICBC lost over half a billion dollars in
just twelve months. That loss is the largest annual loss in
ICBC’s history.

e ICBC’s annual losses are projected to increase to S1
billion in the coming years if we don’t take action now.

e Our government will take action starting today to solve
the fundamental problems at ICBC to ensure affordable
rates, because 30% rate increases are not an option for
BC families, and losses in the hundreds of millions of
dollars at ICBC are not sustainable for even a short
period of time.

e Because the deep crisis facing ICBC will surely be taking
many British Columbians by surprise, | would like to take
some time to outline how we got to this place, and why
it appears ICBC is so suddenly in deep financial difficulty.
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Attorney General — Speaking Notes

e First, it is my opinion that British Columbians were
deceived about the true state of finances at our public
auto insurer before the election.

e For example, the Budget 2017 documents projected
next year’s losses at ICBC to be $25m. The revised
projection for next year’s losses in the base case, with
existing rates, is $454m. That’s a loss that is 18 times
higher than projected in the Budget 2017 documents.

e Even with today’s announced rate increases, which are
significant increases, the projected loss at ICBC is still
$360m. That’s 14 times the original loss projected in the
Budget 2017 documents that were released before the
election. There is simply no excuse for the previous
government’s projections being so wrong.

e Second, the previous government raided ICBC for its
savings, savings that could have been used to offset this
year’s rate increases while we wait for systemic reforms
to begin to show some impact. Between 2010 and 2016,
the previous government took a total of $1.2 billion
from ICBC’s savings to help balance provincial budgets.
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Attorney General — Speaking Notes

e Less money in the ICBC savings account as a result of
these actions means significantly lower investment
income which would have been used to reduce rates
today.

e Third, an August 2012 ICBC cost cutting exercise
resulted in ICBC deferring legitimate claims that were
supposed to be paid out.

e This meant that ICBC’s claims costs were reduced in the
short term, but in the long term there was a significant
backlog of claims that has now come home to roost and
must be paid. This backlog of unpaid claims is part of the
explanation of a sudden spike in claims costs.

e Fourth, there was a cavalier and reckless attitude
towards ICBC’s financial stability within the previous
government.
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Attorney General — Speaking Notes

e For example, in a video recording of remarks to an auto
body repair industry group by the former minister
responsible for ICBC, the minister surprised the group by
attempting to give them a S3 million ICBC building for
free.

e He boasts in the same video about reducing speeding
enforcement by 60%.

e In the same video he committed to a review of the
industry association’s rates under a review where the
industry writes the terms of reference.

e The report that exercised produced was, in ICBC’s
words, quote “deficient in that many of the conclusions
are based on insufficient data...[with] factual errors that
have not been corrected and findings based upon
incomplete information.”

e The former government knew years ago that the issues
at ICBC were spiralling rapidly out of control, yet they
completely failed to look out for the drivers and road
users of our province.

10
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Attorney General — Speaking Notes

e We are paying for those short sighted decisions today.

e Half billion dollar annual losses at ICBC must end, but to
turn ICBC around after years of neglect will require
difficult measures.

e A blended premium increase of 8% for the average
driver will have a major impact on many families.
However, 20% increases would put many families over a
financial tipping point, and that cannot be allowed to
happen.

e Unfortunately, insurance rates must be adjusted in the
short-term while we implement changes that will take
at least a year, and in some cases longer, to begin to
show significant effect on costs.

e We wish that structural changes had been made sooner
at ICBC and in BC to make roads safer. These changes
were not made, so drivers are forced to pay today for
the mistakes and negligence of yesterday’s government.

11
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e | am assuming responsibility to get ICBC back on the
right track, along with my colleagues in related
Ministries. We will fix this problem.

e | will now outline what we are doing to get ICBC back on
track in the short term in order to avoid similar rate
increases as we’re announcing today, in the future.

e Getting ICBC back into long-term financial sustainability,
delivering affordable rates for BC residents will be an
ongoing project over the next several years, and | will
have regular updates for you in the months and years to
come on additional steps.

e In short, these steps are just the beginning of what will
be a complex and aggressive reworking of ICBC back to
financial stability.

12
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1.RED LIGHT CAMERAS

e Over the next several months, existing red light cameras
at intersections in the Lower Mainland will be activated
12 hours a day, and then 24 hours a day.

e Currently, the cameras are only on in six hour per day
shifts. The phased roll out will enable administration to
keep up with increased processing volumes.

e Accidents at city intersections are a major driver of costs
and misery, and we need to stop people from running
red lights and causing fatalities and serious injuries.

¢ | note that this was one of the recommendations of the
Ernst and Young report to reduce accident costs.

13
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2.DISTRACTED DRIVING TECHNOLOGY PILOT

e | have instructed ICBC to pilot several new technologies
for limiting cell phone use by high risk drivers, and to
start that pilot as soon as possible.

e Our aim is to restrict high risk drivers, like new drivers or
repeat distracted driving offenders, from using
cellphones through technological interventions.

e We'd also like to offer improved rates to drivers who
adopt these technologies voluntarily.

e There are a number of ways this can be done including
stand-alone applications, which use the motion
detection sensors within a phone, and hardware
supported applications that plug directly into a vehicle.

e These are only two examples and | look forward to
hearing from ICBC about the cutting edge firms that
submitted their new technologies for consideration.

14
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3.DISTRACTED DRIVING CAMPAIGN
e We have asked ICBC to increase public awareness about
the costs and impacts of distracted driving.

e To that end, ICBC’s annual distracted driving campaign
launches tomorrow, with ICBC and police announcing
their latest enforcement blitz on distracted driving,
supported by new educational materials and
advertising.

4.DANGEROUS ROADS INITIATIVE

e ICBC reports on the 10 top crash intersections annually.
In the Lower Mainland in 2015, the top 10 crash sites
were responsible for 2,253 crashes.

e We are working with ICBC and the Ministries of
Transportation and Infrastructure, and Public Safety and
Solicitor General and local governments to update and
expand work identifying the areas with the highest
number of collisions and to make urgent improvements
to the speed limits, signage, and infrastructure in these
areas to reduce collisions, and the injuries and costs
these preventable accidents can bring.

15
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5.ADMINISTRATION COSTS AND EFFICIENCY

e We are currently issuing an RFIl to approved senior
management consulting firms for an immediate and
comprehensive business audit of ICBC’s operations and
practices.

e The review will examine targeted elements of ICBC's
operations, including an audit of a random sample of
100 claim files, a full review of ICBC salvage and
material-damage payment processes, ICBC’s settlement
and litigation strategies, and the backlog of claims at
ICBC.

e |t should be noted that the Ernst and Young report
specifically did not address internal processes at ICBC,
nor did it examine in detail the reasons that may be
internal to ICBC behind increasing litigation costs,
material damage costs, and injury settlement costs it
reported on.

16
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e | have seen internal documents from ICBC that lead me
to believe there is significant room for improvement in
costs at the insurer through revised internal policies and
procedures.

e We are not satisfied with the lack of detail behind the
alarming trends identified by the E&Y report, so we are
doing a full internal business audit.

CLOSE

e The previous government’s Ernst and Young report
recommended a 20% rate increase for Basic insurance
this year alone. We promised British Columbians that
would not happen.

e ICBC will instead be seeking a 6.4% increase in its 2017
Basic Rate application to the British Columbia Utilities
Commission, an increase in annual cost of S57 for the
average driver, or $4.75 per month.

e Even with this rate change, ICBC will not be covering the
costs of the increase in crashes and claims.

17

Page 93 of 1453 MAG-2018-82203



Attorney General — Speaking Notes

e To actually cover the costs at ICBC of providing
insurance, every customer would need to pay close to
an additional S15 per month or the equivalent of a 20%
rate increase.

e The rising number of crashes, injuries and the cost of
these claims are also putting pressure on ICBC’s optional
insurance rates.

e As | mentioned earlier, the optional rate will also be
adjusted.

e On November 1, 2017, overall optional rates will be
increased in the first quarter at 3.1% with subsequent
quarterly increases of 2.2%, based on market
conditions, to a maximum of 9.6%.

e This number is an average for the entire optional
category. Individual policy rates will depend on age,
value, and use of a vehicle and where it is being driven,
with hundreds of thousands of drivers actually receiving
lower optional rates, or seeing no increase at all.

18
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e The most comprehensive assessment of what this
means for the average British Columbian driver is the
blended rate, which combines average increases
between optional and basic. The blended rate tells us

that the average driver will see an increase of 8% or
$130.

e | ask for British Columbian’s patience and understanding
as we implement the long overdue changes that need to
be made. | will be announcing more to come in the
months and years ahead.

e Thank you, | will now take your questions.

-END-
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Morita, Kelly CITZ:EX

From: Dayman, Marlene JAG:EX

Sent: September-13-17 3:42 PM

To: Nanninga, Tanera AG:EX; Smith, George AG:EX; Godfrey, Sam AG:EX; Milne, Gala AG:EX;
Hughes, Candice JAG:EX

Cc: Richter, Connie JAG:EX; Harris, Megan A GCPE:EX; Nelson, Tiffany GCPE:EX; AG LSB
ADAG Executive Support Staff

Subject:

Attachments: s.1 4; s.17

Good afternoon,

Attached is an IBN for the Minister’s information............cheers............ Mar

Marlene Dayman

Senior Executive Assistant

Deputy Attorney General’s Office, Ministry of Attorney General
PO Box 9290 Stn Prov Gov't, Victoria, BCV8W 9J7

Ph: 250-387-5211

This message, including any attachments to it, is not to be disclosed outside of the Provincial Government without prior written
approval from the Ministry of Justice. If you have received this communication in error, please destroy the email message and any
attachments immediately and notify me by telephone or by email.
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Key principles/issues that must be added/included/addressed in the policy document going to Cabinet
before it goes to Cabinet

Overall

e Work needs to be done to identify opportunities in each element that can be used for public
information through media release to let them know we are moving forward: Date that pilot of
new technology for distracted driving launches; Date that red light cameras go 50%, then 100%;
release of list of most dangerous intersections and roads; etc. etc. We should be filling in a full
calendar year of announceables and milestones.

o For example, it has been too long since our last ICBC announcement, and it’s a matter of
time before someone asks what’s happening. Since our last media announcement: We
haven’t turned on the red light cameras to 50%. The technology pilot policy work isn’t
done, and the pilot hasn’t launched and there is no date for launch. How many times
has the Deputy team met? We haven’t selected a third party auditor for ICBC. We don’t
have the list of the most dangerous roads and intersections.

o We need to be demonstrating action on at least a bi-weekly basis on this file. That is six
meaningful announcements before Christmas.

e |ICBCis a stakeholder in this reform. They are not leading the reform, they are being subjected to
it, they should plan on responding to our media events rather than co-host them. We will
recognize their continuing support and contributions, of course, but from a public perspective,
ICBC is part of the issue we need to fix.

e Communications messages need to communicate the following story:

o ICBCis in deep financial trouble, having lost more than half a billion dollars last year.

o Major reforms are urgent. 20 to 30% rate increases for drivers were projected by the
previous government’s report on ICBC. We won’t stand for that.

o Asaresult, everyone involved with ICBC is being asked to accept reforms that will be, or
are, difficult.

= Drivers were asked to pay 8% more this year, a remarkable and significant
increase that we don’t want to repeat.

= Autobody firms will be asked to accept reforms in relation to fees and rental
cars, and greater oversight.

= Law firms will be asked to accept reality that minor injuries should not be going
to court with thousands of dollars in additional expenses, and that minor injury
payouts should not be major. They're being asked to work with ICBC to reform
court processes to bring costs of major injury cases down.

= |CBCitself is being subjected to an external audit of their processes to ensure
they are efficient and effective, and change will come.

= Bad drivers are being told that their actions come with a real cost, and that they
will pay more.

=  Road safety and enforcement initiatives are going to increase, so drivers will be
asked to stop at red lights, not text and drive, and stop speeding

o This is a difficult time, but these reforms are necessary and long overdue. The pain is
more acute because the previous government let ICBC run to the point of near fiscal
disaster.

o The good news is that these reforms will return ICBC to where it should be, providing
effective automobile insurance at affordable rates to British Columbians.
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Red light cameras and speed on green pilot
1. Why isred light camera activation to 50% taking so long?

2. Why is $155k in infrastructure required to make the cameras that can already detect speed on
green capable of issuing letters/tickets for the pilot?

3. Please revisit speed on green to include a necessary preliminary stage of issuing letters to
speeding drivers.

Injury caps

1. A working definition of “minor injury” is needed to inform Cabinet discussions in relation to the
caps and the statistics provided in the document. Someone has a working definition
somewhere...

e For example, the document is replete with references like “the average claim paid out
for minor bodily injuries is climbing rapidly...total costs for minor injuries are
escalating...the total cost of minor injury claims closed have increased by 60% since
2010...etc.”

2. Saskatchewan has a policy that permits people to buy into full tort, which appears to have
addressed pre-emptively some of the concern of trial lawyers, etc. Can we offer an option for
ratepayers to buy into full tort for minor injury in BC, and have basic be capped damages,
reduced process and enhanced healthcare? While providing an option is more work, it is much
preferable to “taking away” rights.

3. |have no desire to re-present the E&Y recommended possible options on caps. We need to
choose an approach and go with it, in front of cabinet and generally, which should be the E&Y
“strategy 3” for minor injuries: caps of $4-6k, alternate dispute resolution system instead of
courts, pay reasonable and necessary future care cost instead of lump sum. Pecuniary (wage
loss) damages must still be covered for people with unable to work for true wages lost.

Anti-Fraud

1. The publicis regularly e-mailing concerns about alleged fraudulent billing practices by material
damage suppliers. We require an anti-fraud/audit team on this issue as part of our announced
plan.

Distracted Driving Technology pilot project

2. When will the pilot project launch, when will actual drivers have actual technology deployed for
testing purposes in actual cars?
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Dangerous roads initiative

3. What stage is this at right now? Is there a list of intersections/roads? Can we release it?

4. s there an overlap between planned construction and dangerous intersections/roads. Can we
use the list to prioritize already planned construction or other interventions on certain
intersections/roads? What are the low-overhead opportunities here.

Missing pieces

1. We need something in the short to medium term in relation to luxury car drivers and material
damage costs.

2. We need to accelerate and prioritize the bad drivers pay more/good drivers pay less policy.

3. Subrogation should be in our presentation to cabinet for legislative reform and implementation
in the spring.
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From: Eby. David AG:EX
To: s 17

Subject: ce14-c 17

Date: October-04-17 6:15:35 PM

Attachments: e 1A- e 17
ATT 1.tx
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From: Eby, David AG:EX

To: Smith. George AG:EX
Subject: RE: Release edits

Date: November-01-17 8:04:00 AM
Edits below

From: Smith, George AG:EX

Sent: Tuesday, October 31, 2017 7:33 PM

To: Eby, David AG:EX

Subject: Release edits

Please take a look at the highlighted changes below to make sure | understand what you had

requested:

Government to undertake in-depth file review to identify waste and overbilling, find savings at

ICBC

VICTORIA — The Government of B.C. has selected PwC Canada to lead an operational review of ICBC
to identify waste, ways to prevent fraud and overbilling, and identify opportunities for business
reform at the crown corporation. The review includes selecting 100 random files for a
comprehensive review, similar to a financial audit, but directed at business practices and aimed at
cutting out waste, overbilling, and poor cost controls.
“This is one of the many actions we are taking so that the people of B.C. can have confidence in and
continue to benefit from ICBC, one of our most important public assets,” said Attorney General
David Eby. “Surprisingly, this is the first review of ICBC we're aware of that directs the reviewers to
talk to front line employees about where they see waste, fraud, overbilling, or other opportunities
for reform. We are leaving no stone unturned in this review.”
Following a competitive process, PwC Canada was selected to conduct an evidence-based
operational review of ICBC to identify opportunities to reduce costs at the insurer, which lost
almost half a billion dollars last year. Any recommendations PwC Canada makes in these areas are
also to consider how to maintain or improve the quality of service levels for ICBC's customers.
“The ICBC board and all senior management are committed to working alongside government to
make sure action is taken as quickly as possible to bring about long-term, sustainable
improvements at ICBC,” said ICBC board chair Joy MacPhail. “The resulting solutions we want to see
must be focused on striking the balance between relieving the cost pressures on ICBC while
ensuring improved services and affordable rates for all British Columbians.”
In conducting this review, PwC Canada will look at all previous reports and recommendations
related to the financial management and reporting of ICBC from the last five years, and will review
approaches in other jurisdictions and segments within the insurance industry related to ICBC’s
various business lines.
“ICBC will not be back on the road to financial sustainability or in a position to provide affordable
rates to British Columbians without major changes at every level. These are changes that the
previous administration was afraid to confront, and now ratepayers are on the hook for losses in
the hundreds of millions of dollars,” said Eby. “We must act urgently, because major rate increases
are not an option.”
A final report will be submitted to Government in early 2018. The report will be made public at that
time.
-30-
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From: 322

To: Eby, David

Cc: Smith, George AG:EX
Subject: ICBC

Date: November-08-17 6:17:24 AM
Minister,

A good job yesterday with the ICBC estimates (against a poorly briefed critic).

Seems that the rising cost of vehicle damage claims is hitting other auto insurers. Intact has the
largest market share of the private insurers in Canada. Its fiscal year is January to December...|
wonder how long it will take for ICBC to produce its Q2 “report”?
http://www.insurancebusinessmag.com/ca/news/breaking-news/intact-financial-reports-
increased-profits-for-q3-2017-84212.aspx

8.22
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From: Harris, Megan A GCPE:EX

To: Smith, George AG:EX; Milne, Gala AG:EX; Godfrey, Sam AGRI:EX
Cc: iff PE:

Subject: FW: MEDIA ADVISORY — Ministry of Finance — Victoria

Date: November-27-17 11:34:54 AM

FYI that this will make note that ICBC was $139m less than expected. Total net loss for this fiscal is
$364 m.
Megan

From: noreply.newsondemand@gov.bc.ca [mailto:noreply.newsondemand@gov.bc.ca]
Sent: Monday, November 27, 2017 11:11 AM

To: Harris, Megan A GCPE:EX

Subject: MEDIA ADVISORY — Ministry of Finance — Victoria

For Immediate Release
Nov. 27, 2017

Ministry of Finance
MEDIA ADVISORY

VICTORIA - Finance Minister Carole James will present the results from the province's Second
Quarterly Report.

The minister will provide a general overview of where B.C. is fiscally, followed by a technical
briefing by Ministry of Finance staff and a question-and-answer portion with the minister to
conclude the event.

Important note: The technical briefing by ministry staff is on background only, not for direct
attribution.

Event Date: Tuesday, Nov. 28, 2017
Time:11a.m.

Location:

Legislative Press Theatre
Parliament Buildings
Victoria

Special Instructions: Media unable to attend the Victoria news conference will be able to dial
in to listen-only.

Dial-in information (listen-only):

Toll Free: or local Vancouver:

s.15; .17 s.15; 5.17

Page 199 of 1453 MAG-2018-82203



Participant passcode: 515 5.17

Media intending to dial in must RSVP to Sonja.Zoeller@gov.bc.ca
(mailto:Sonja.Zoeller@gov.bc.ca) by end of day Nov. 27, 2017, in order to receive a digital

copy of the media kit.
Contact:

Sonja Zoeller
Communications Manager
Ministry of Finance
250387-1248
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From: 322

To: Eby. David

Ce: Smith, George AG:EX

Subject: FW: ICBC

Date: November-28-17 3:37:34 PM
Attachments: 2017 Q3 Cross Canada Rate Comparison.pdf
Minister,

The Saskatchewan Government Insurance tracks the average price of auto insurance. Here are the
averages for the western provinces, Ontario and Quebec as of September 30'"; therefore the

increases for ICBC effective November 1%t are not included.

8.22
To: 8.22
Subject: Re: ICBC
Hi 522

The most up to date version of our Cross Canada Rate Comparison goes up to the end of Sept 2017 (uses 12 month
rolling average). I've attached it here.

This version does not include NB or NS because our access to quotes from those provinces is not reliable. The very
limited info that we have from quotes in those provinces show that their rates have continued to increase from
our 2016 version. We also updated some of the vehicles underlying the comparison to keep it consistent with
Saskatchewan's most recent popular vehicles. Overall, the relative comparison is pretty much unchanged.

Hope this helps,

Chris .

Saskatchewan Government Insurance
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From: 822

To: Eby. David

Ce: Smith. George AG:EX

Subject: FW: ICBC Second Quarter Report

Date: December-28-17 9:52:00 AM
Attachments: Occasional Paper No. 50 28 Dec 2017.pdf

For information.

§.22

From: §.22

Sent: Thursday, December 28, 2017 9:50 AM

To: Amy Smart (asmart@timescolonist.com) ; Andrew MaclLeod ; Charlie Smith
(gs.info@straight.com) ; Dave Obee (dobee@timescolonist.com) ; David Ball
(david.ball@metronews.ca) ; Gary Mason (gmason@globeandmail.com) ; George Smith
(george.smith@gov.bc.ca) ; ghoekstra@postmedia.com; lan Bailey (IBailey@globeandmail.com) ;
imulgrew@postmedia.com; John O'Dowd (john@cknw.com) ; Jon McComb (jon@cknw.com) ;
Justine Hunter (JHunter@globeandmail.com) ; Keith Baldrey ; Les Leyne
(LLeyne@timescolonist.com) ; Liza Yuzda ; lkines@timescolonist.com; Marcella Benardo
(Marcella.Bernardo@vancouverradio.rogers.com) ; Matt Prepost (editor@ahnfsj.ca) ; Mike Smyth
(msmyth@postmedia.com) ; Omand, Geordon ; paul willcocks ; rshaw@postmedia.com; Vaughn
Palmer (vpalmer@vancouversun.com) ; Wendy Stueck (wstueck@globeandmail.com)

Subject: ICBC Second Quarter Report

ICBC recently posted its one-page “Statement of Operations” for the first six months of 2017/18.
Combined Basic and Optional net income showed a loss of $237 million (compared to a $67 million
loss for Q2 2016/17), while the capital reserve ratio fell to 87%, compared to 112% as of 31 March
2017.

Unfortunately, ICBC persists in providing a report that is aggregated at the corporate level, and
contains no program detail nor any explanation of the results. Hardly an example of a transparent
and accountable public monopoly with over $5.2 billion in revenue.

Occasional Paper No. 50 attempts to analyze the results compared to the Q2 reports from the
compulsory auto insurance program (Auto Fund) operated by the Saskatchewan Government
Insurance, as well as the equivalent reports from the Manitoba Public Insurance corporation and
Intact Financial Services, the largest private auto insurer (by market share).

One hopes that the NDP government will include enhanced reporting on its list of pending reforms
at ICBC.

8.22
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OCCASIONAL PAPER No. 50 ICBC

ICBC’S SECOND QUARTER REPORT INDICATES ANOTHER MAJOR LOSS;
BUT INSUFFICIENT INFORMATION LEAVES PUBLIC IN THE DARK

Copyright
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From: Evfe. Richard J AG:EX

To: Milne. Gala AG:EX

Subject: FW: ICBC materials for Minister meeting

Date: January-11-18 1:03:48 PM

Attachments: ICBC financial outlook presentation January 11 2018-Vs.3.pdf
im 1.pn

Richard J.M. Fyfe QC
Deputy Attorney General
Ministry of Attorney General
Tel. (250) 356-0149

From: Kortum, Melissa PSSG:EX

Sent: Thursday, January 11, 2018 12:05 PM

To: Fyfe, Richard J JAG:EX; Brouwer, Shauna JAG:EX; Foster, Doug FIN:EX
Cc: Cairns, Holly JAG:EX; Pearson, Barbera JAG:EX; Richter, Connie JAG:EX
Subject: ICBC materials for Minister meeting

Hi,

Find attached the materials for the 1pm meeting regarding ICBC.
Thanks,

Melissa
Manager, Crown Agencies
Corporate Management Services Branch,
Ministries of Attorney General and Public Safety and
Solicitor General
Tel: g 17  Cel s.17
| Striving to be:

CMSB ‘ An outstanding service provider

| A great place to work
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From: Groot, Jeff AG:EX

To: Smith. George AG:EX
Subject: Final sub
Date: January-16-18 11:12:08 AM
: i .
Attachments Cab Sub and RFL S. 1 2 AG sign I

As discussed.

Jeff Groot

Executive Director, Corporate Priorities & Strategic Engagement
Corporate Management Services Branch | Ministry of Attorney General
Direct: 778.698.5200 | Mobile: 250.920.9203
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From: Eby, David AG:EX

To: Nanninga, Tanera AG:EX

Subject: Re: Cliff 429747 - Request to change action (with apologies) ***See new meeting request below™™**
Date: January-17-18 10:33:42 AM

No, thanks.

=>0OnlJan 17,2018, at 6:11 PM, Nanninga, Tanera AG:EX <Tanera.Nanninga@gov.bc.ca> wrote:
=

=

> Hi Minister,

=

> Regarding the meeting below. Did you want a BN?

=

= Thank you,

=

> Tanera

=

=

> From: Minister, AG AG:EX

= Sent: Tuesday, January 16, 2018 3:49 PM

= To: Nanninga, Tanera AG:EX; King, Kim J M JAG:EX

= Subject: Cliff 429747 - Request to change action (with apologies) ***See new meeting request below***
=

> Hi Tanera and Kim,

=

> The AG reviewed the draft reply for Mr. §.22  on January 10th — the AG has indicated in handwriting, that
he would like to meet with Mr. g 22 with ICBC staff present. He did not sign the draft response.
=

= [ am attaching the AG’s handwritten note, for easy reference Tanera.

=

= Kim — I will return the copies (white/pink) of the proposed AG draft email to you in the red book tomorrow.
=

> Candice

> From: Minister, AG AG:EX

> Sent: Friday, August 18, 2017 4:54 PM

> To: Minister, AG AG:EX

= Subject: FW: ICBC

=

=

=

> From: . 8.22
= Sent: Tuesday, August 15,2017 3:11 PM

> To: Minister, AG AG:EX

= Subject: Fwd: ICBC

=

=

= Not sure whether this was forwarded by the constituency office. If anyone wishes to discuss my suggestion in

order to get a fuller understanding, my contact info is included.

e Forwarded Message --------
= Subject:

=

>ICBC
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=

> Date:

=

> Thu, 10 Aug 2017 11:07:47 -0700

=

> From:

=

~ 8.22

=

>To:

=

> david.eby.mla@leg.be.ca<mailto:david.eby.mla@leg.be.ca>
=

=

=

> Recent newspaper articles indicate that you are getting suggestions on
=

> how to either improve or eliminate ICBC. s.22
=

8.22

VoWV W W VY Y VY Y Y Y

1. The public meetings involved in the review of no fault found that it
=

> was hard to accept by non professional individuals. This was

=

> particularly difficult regarding repayment of deductibles for vehicle to
=

> vehicle accidents. The insurance industry has often entered into

>

> "guiding principles" arrangements to eliminate costly subrogation costs
>

> and to expedite finalization of claims. The insurance Act in BC should
>

> be amended so that accidents occuring in BC require an insurer to settle
>

> any vehicle to vehicle damage to its client's vehicle, subject to its
>

> deductible, without right to subrogate against a third party. Since
>

> ICBC is the prime insurer for such property damage this will eliminate a
>

> lot of costs and require private insurers to cover the costs involved by
>

> their underwriting vehicle selection decisions, ie high value vehicles etc. Currently,
>

>JCBC is paying all such damages. This will transfer the costs from
=

$.22 , I have some ideas that might be considered.
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> the compulsory liability pool to the physical damage pool in which ICBC
=

> is only a participant. The increased overall costs due to vehicle selection will rest with the Insurer and the
appropriate premiums can be charged.

=

=

=

> 2. Uninsured physical damage in vehicle to vehicle accidents will be

=

> paid by the ICBC property damage cooverage in accordance with a fault
=

> chart to be developed and included in the I[CBC Act. It is possible to

=

> limit the payment to an amount that is a normal deductible for such a
=

> vehicle, ie: trucks, buses, construction vehicles, high value vehicles

=

> etc., but the actuaries will be able to know whether this limitation is

=

> worth the public disfavor. Deductibles for vehicle to vehicle accidents
=

> should also be handled by the fault chart, with a provision that this

=

> not be mandatory. Some insurers may decide to require a mandatory

=

> deductible while others may opt to use a fault chart. No subrogation is
=

> permitted except for out of Province losses or in situations where inter-
=

> Gov'T arrangements are in force.
>
>
>

> 3. ICBC should follow the industry in Canada in limiting claims for soft
>

> tissue injuries. The limits for no fault benefits should be raised to a
>

> level equal to or higher than in current use in other Provinces.
>

> Increasing the limits to what is currently likely available from the
>

> court system, will reduce the number of actual cases coming to
>

> court, eliminating a large volume of legal fees and also easing pressure
>

> on court settlement inflation.

>

>

>

> 4, ICBC should purchase reinsurance either individually or in
>

> partnership with SGI and MPIC to cover their property damage exposure in
>

> the event of a catastrophe. Since all three companies have different
>

> catastrophe loss characteristics the costs may be lower when combined.
=
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<429747. g 292 - AG changes action to Meeting - from AG draft email Jan 10, 2018.pdf>
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From: XT:Tupper, Chris GCPE:IN

To: Smith, George AG:EX

Ce: AT:-Matthews, Lindsay ICBC:IN
Subject: BN ICBC Q3 Results

Date: January-17-18 4:48:15 PM
Attachments: BN Q3 Results Jan 16.docx
Hi George,

Following our phone call on Monday, attached is a BN that lays out the large loss discussion you
and the minister had with Nicolas.

Lindsay or | are happy to chat if you have any questions —additionally we will be in the buildings for
the P&A meeting, so can also walk through anything tomorrow if that helps.

Best — Chris

Chris Tupper

Manager, Policy and Partnerships
Corporate & Stakeholder Governance Division

ICBC building trust. driving confidence.

505-151 W. Esplanade
North Vancouver | British Columbia | V7M 3H9

direct: @ 17 | mobile: S. 1 7

facsimile: 604-982-2491

This email and any attachments are intended only for the named recipient and may contain confidential and/or privileged material.
Any unauthorized copying, dissemination or other use by a person other than the named recipient of this communication is
prohibited. If you received this in error or are not named as a recipient, please notify the sender and destroy all copies of this email
immediately.

Insurance Corporation of British Columbia f 151 W. Esplanade [ North Vancouver [ VZM 3H3
Contact Us
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FE: BRIEFING NOTE

Prepared For: Honourable David Eby, Attorney General and Minister
Responsible for ICBC, for INFORMATION

Subject: Deterioration of ICBC'’s financial results in Q3 2017/18
Background:

ICBC is facing a much larger loss than it originally forecasted - now forecasting a
$1.3B for 2017/18 loss up $1.1B from the forecast in the September 2017
Service Plan. This is an unexpected and unprecedented loss.

The primary contributors to the increased loss include:

» The emergence of many more large loss claims than expected,
including more older files previously thought to have been less
significant claims; and,

» Despite a substantive increase in staffing to align with the increasing
volume of claims resulting in more claims being closed earlier in the
year, claims have been closing at a slower rate in recent months.

The escalation of claims and claims costs are not new issues, and even the
emergence of more large losses is not entirely new or unexpected after many
years of a full tort system. What is new is the unexpected, previously unseen
emergence in the significant number of older, large loss claims well beyond
reasonable assumptions.

Earlier in this fiscal year, ICBC observed an unanticipated increase in large
losses. s.13

s.13

The slowing down of closures emerged in September/October of 2017

s.13

s.13

In the September Service Plan, ICBC forecasted a total annual loss for 2017/18
of $225M. That number increased by $139M to $364M at the end of Q2
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s.13

the end of Q3 (December 31, 2017). Final results for 2017/18 will be audited by
external auditors in the Spring and provided to the Board for their approval at
their June meeting.

More Large Losses

e Alarge loss is a bodily injury claim with over $200,000 in costs with an average
of $450,000. They include traditional catastrophic injuries such as paraplegia,
amputation, major brain injuries, as well as less significant injuries to high
income earners. Large losses can also involve secondary injuries or pre-existing
conditions such as chronic pain, psychological illness, and other injuries that are
challenging to diagnose and resolve.

e Older claims (claims occurring between 2010 and 2013) that are now emerging
as large losses for the first time, have the most significant impact on the financial
outlook.

e First, a combination of external factors have developed over the last number of
years that has resulted in more. older. claims onlv emeraina now as larae losses:

s.13

o Therefore, claims that happened as early as 2010 are just finalizing now
and at much larger costs than initially anticipated.

s.13
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e Appendix A includes an illustrative example of the convergence of these complex
dynamics and why it is very difficult to identify certain claims as large losses
earlier.

What is the actuarial process to determine major shifts, like an escalation
in large losses?

e Actuarial science is used to predict future claims costs, generally based on
established historical patterns.

e For every injury claim opened, a case reserve is established to earmark money
for eventual payment. The amount is based on the information the adjuster has
at the time. As an adjuster receives more information through document
disclosures, the case reserve is adjusted until the claim is settled. ICBC’s
actuaries use the case reserves, among other data and historical information, to
help estimate total future claims costs.

e When a new pattern emerges, such as more large claims appearing well after the
date of loss, the actuaries update assumptions to reflect a change from the
historical pattern.

e In addition to applying standard actuarial analysis, ICBC also has a quarterly
forecasting process that includes a review with senior ICBC staff, its ministry
responsible, the Ministry of Finance and the Board to help identify and discuss
responses to new and emerging risks.

e In addition to these quarterly reviews, there is independent, expert oversight of

ICBC’s actuarial assessments:

i) a Board appointed, external actuary conducts annual valuations of ICBC’s
claims liabilities and reviews quarterly evaluations;

ii)  various parties including consulting actuaries engaged by the BCUC and
independent reviews by consulting firms provide scrutiny;

iii) as part of the annual financial audit, the valuation of bodily injury claims
liabilities at each fiscal year end are compared to an independent estimate
performed by actuaries from PricewaterhouseCoopers (PwC); and,

iv)  ICBC’s forecasts were reviewed and deemed reasonable as part of the
Government Review in 2012.

e Unlike other insurers, ICBC has limited opportunity to absorb adverse volatility in
the short-term. Other insurers have diversified portfolios, where losses in one
business or jurisdiction are often offset by better than expected results elsewhere.
In addition, other insurers are quicker to increase premiums, adjust eligibility
requirements or cancel policies to reduce the loss. ICBC is a single-line operator, a
take-all-comers insurer and limited by regulation to charge sufficient premiums.
Further, ICBC has used available offsets over the last few years, including
triggering certain investment gains.
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Why didn’t ICBC recognize this significant deterioration sooner?

¢ ICBC has closely monitored this issue since mid-2015 and has recognized
additional costs as they have emerged and attempted to estimate the future
potential risk. The number of large losses seen in 2017/18 (up 80% from last
year) is well beyond any historical experience which actuarial analysis would
have reasonably anticipated.

e There are also very specific challenges in identifying large losses:

i) A relatively small number of large losses occur in any given year, resulting
in a high degree of volatility in how many occur and when they are
reported. Some caution is due in terms of ensuring that higher large
claims emergence actually represents a new pattern, rather than just a
short-term spike.

ii) As explained above, the late emerging large losses first appear as minor
injury claims, and subsequently develop into more serious claims with
substantial legal costs and disbursements. Under current Court Rules,
these cases develop into larger losses solely between the claimant, their
lawyer and medical service providers with no disclosure to ICBC required.

Will this issue continue beyond 2017/18?

e ICBC’s current estimates have recognized the current change from the historical
pattern and further deterioration is not currently expected. However, this years’
experience demonstrates that further increases in the emergence of large losses
on older years remains possible.

e ICBC continues with its rigorous quarterly reviews, has developed a predictive
analytical model to further support analysis, and undertaken additional targeted
claims reviews to better understand and mitigate the risk of further adverse large
loss emergence.

e These reviews help to sharpen the actuarial estimates as well as provide insights
to Claims staff on how to better identify these claims earlier allowing ICBC to
better control the growth and costs associated with the claims.

e ICBC is also taking a more conservative approach in setting next year’s Service
Plan forecast, to include an even more adverse number of optional claims in the
future claims costs. Subject to consultation with government, higher optional rates
are proposed for next year, reflecting this mitigating assumption.

e Strategies for mitigating large loss claims have been implemented including
enhanced use of mediation to facilitate earlier discussion of the injury and its
impact being claimed and the appropriate settlement amount, an enhanced fraud
strategy to reduce the risk of paying fraudulent or exaggerated claims, strategies
to respond to high financial demands from unrepresented customers at risk of
obtaining legal representation, and improved claims handling training. ICBC is
also improving its processes for reviewing the quality of file handling as well as
the amounts that have been reserved on claims.
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e With additional staffing, ICBC planned to close significantly more claims in
2017/18. Through September 2017, closures were up over 10% compared to

last year.

s.13

1V. Next Steps:

In addition to the mitigations above, Government has also requested that PWC

review:
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o The assumptions used in ICBC’s September Service Plan and in ICBC’s Q3
multi-year outlook (2017/18 to 2020/21)

o Changes in claims trends between the September Service Plan and the Q3
outlook

o This work is expected to be completed in time for the January 24 Audit
Committee and January 25 Board meetings.

s.13

Key Contact: Nicolas Jimenez Date: January 16, 2018
Interim President and CEO

s. 17
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Appendix A — Hypothetical Example

Mary — Injured in a Rear-end Crash in 2012

o

Mary is not at fault for a fairly minor crash and immediately seeks legal
representation.

Mary starts to get treatment for injuries and receives some accident
benefits for her wage loss. Those wage loss benefits discontinue three
months after the crash with ICBC being advised that Mary returned to
work. ICBC also stops receiving requests for reimbursement of any
treatments. As a result, ICBC has reserved $50,000 on this file.

Mary starts a lawsuit for her bodily injury claim in 2014, before the two-
year limitation period expires. Mary’s claim alleges extensive soft tissue
injuries, and severe head and back pain. Mary is also claiming past and
future wage loss, past and future medical care, and pain and suffering.
However, these claims are routinely made in the lawsuits on most files,
and do not trigger any reason for ICBC to identify this as a ‘large loss’ or
adjust its $50,000 reserve.

ICBC receives some medical treatment records and schedules an
examination for discovery in 2015. A trial date was not available until
February 2018. Following the examination for discovery, ICBC learns that
Mary has only returned to work part-time and is receiving treatments for
injuries that have not been previously claimed. Mary advises that she has
been unable to return to full capacity at work since the crash. This is new
information for ICBC and as a result, reassesses its value at $125,000.

In late 2017, 84 days before trial, plaintiff counsel provides ICBC with a
number of expert reports indicating that Mary has chronic pain as a result
of the crash and will have significantly reduced earning capacity for the
rest of her career. Based on this new information, received approximately
5.5 years after the crash, ICBC identifies this claim as a ‘large loss’ and it
ultimately settles 30 days before trial for $500,000.
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From: Groot, Jeff AG:EX

To: Eby. David AG:EX

Ce: Smith. George AG:EX; Milne. Gala AG:EX; Fyfe, Richard J AG:EX; Harvey. James AG:EX; Bindra, Nina AG:EX
Subject: RE: TLABC attachment

Date: January-18-18 12:34:12 PM

Attachments: 2013 04 00_CACreport_consumersperspective fix_icbc final.pdf

Here is a copy of the report that Ron is referencing.
JG

From: Groot, Jeff AG:EX
Sent: Thursday, January 18, 2018 12:16 PM

To: Eby, David AG:EX
Cc: Smith, George AG:EX; Milne, Gala AG:EX; Fyfe, Richard J JAG:EX; Harvey, James JAG:EX; Bindra,

Nina JAG:EX
Subject: TLABC attachment
Minister - here is the document John referenced.

JG
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A CONSUMERS" PERSPECTIVE TO FIXING ICBC APRIL 2013

15 RECOMMENDATIONS TO PUT BRITISH
COLUMBIANS BACK IN THE DRIVER'S SEAT

Consumers’ Association of Canada (British Columbia Branch)

Consumers' Association of Canada
Association des consommateurs du Canada
Founded in 1947
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From: MacPhail, Joy

To: Smith. George AG:EX

Subject: Fwd: ICBC Q3 result and forecast to FY18 year end

Date: January-25-18 3:04:46 PM

Attachments: ICB! Resul n look for fiscal r 2017-18.pdf
ATT 1.htm

These were just approved by the board of ICBC. Our communications people and Don

Zadravec were with us throughout the discussion s.13
s.13
s.13 However, the board has approved posting of both .
Please call if you have any questions.
Regard,
Joy

Sent from my iPad

Begin forwarded message:

From: "McDaniel, Jason" <Jason.McDaniel@icbe.com>
Date: January 25, 2018 at 2:28:06 PM PST

To: "MacPhail, Joy" <BM-Joy.MacPhail@icbc.com>
Subject: Fwd: document

Attached recommendations were both approved by the Board of Directors.
Sent from my iPhone
Begin forwarded message:

From: "Hahn, Tracy" <Iracv.Hahn(@icbc.com>

Date: January 25, 2018 at 2:17:17 PM PST

To: "McDaniel, Jason" <Jason.McDaniel@icbc.com>
Subject: RE: document

From: McDaniel, Jason

Sent: Thursday, January 25, 2018 2:01 PM

To: Hahn, Tracy <Tracy.Hahn®@ichc.com>

Subject: document

Can you combine these into a single document called ICBC Q3 Results
and Outlook for fiscal year 2017-18. Then email back to me.

Thanks!

Jason McDaniel

Chief Legal Officer and Corporate Secretary
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ICBC building trust. driving confidence.

#517-151 W Esplanade North Vancouver | British Columbia | V7M 3H9

direct: S 1 7 | cell: | S 1 7

This email and any attachments are intended only for the named recipient and may contain confidential and/or privileged material.
Any unauthorized copying, dissemination or other use by a person other than the named recipient of this communication is
prohibited. If you received this in error or are not named as a recipient, please notify the sender and destroy all copies of this email

immediately.

Insurance Corporation of British Columbia [ 151 W. Esplanade [ North Vancouver | VZM 3HS
Contact Us
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From: XT:Matthews, Lindsay ICBC:IN

To: Smith. George AG:EX

Ce: Crombie, Steve

Subject: ICBC Q3 statement

Date: January-26-18 3:28:06 PM

Attachments: ment of rations - December 2017 for icbc.com.pdf
Importance: High

Hi George,

Steve asked me to send to you what will be posted for Q3.
Lindsay

This email and any attachments are intended only for the named recipient and may contain confidential and/or privileged material.
Any unauthorized copying, dissemination or other use by a person other than the named recipient of this communication is
prohibited. If you received this in error or are not named as a recipient, please notify the sender and destroy all copies of this email
immediately.

Insurance Corporation of British Columbia f 151 W. Esplanade [ North Vancouver [ VZM 3H3
Contact Us
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Statement of Operations

For the Nine Months Ended December 31, 2017 and 2016

($ Millions)

Premiums written

Premiums earned
Service fees
TOTAL EARNED REVENUES

Net claims costs incurred during the year
Prior years' claims adjustments

Net claims incurred

Claims services and road safety

Total claims and related costs

Administrative and insurance expenses
Transformation program

Premium taxes and commissions

Deferred premium acquisition cost adjustment
Total claims and expenses

UNDERWRITING LOSS

Investment income

LOSS - INSURANCE OPERATIONS

PROVINCIAL LICENCES AND FINES

LESS:
Licences and fines transferable to the Province
Non-insurance operating expenses
Commissions
Non-insurance other income
Total non-insurance expenses

LOSS - NON-INSURANCE OPERATIONS
NET LOSS

Minimum capital test

! Represents the 12 month period January 1 - December 31, 2016.
2 As at March 31, 2017.

2017/18 2016/17 2016/17
Actuals Actuals Actuals'
4244  $ 3,898 $ 5,051
4,023 3,712 4,849
85 80 104
4,108 3,792 4,953
3,812 3,435 4,483
442 71 175
4,254 3,506 4,658
296 268 348
4,550 3,774 5,006
170 169 222
23 24 31
472 449 582
129 38 36
5,344 4,454 5,877
(1,236) (662) (924)
396 528 519
(840) (134) (405)
470 444 577
470 444 577
76 77 101
24 26 33
(5) (5) (6)
565 542 705
(95) (98) (128)
(935) % (232) % (533)
50% 112% *? 112% *?
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From: XT:Matthews, Lindsay ICBC:IN

To: Smith. George AG:EX
Subject: RE: ICBC Q3 statement
Date: January-26-18 4:19:31 PM

Hi — Eric Christianson and Don Zadravec just called me and we talked through things. Eric is going to
call you about our discussion — cutting down the communications loops to get on the same page.

From: Smith, George AG:EX [mailto:George.Smith@gov.bc.ca]
Sent: Friday, January 26, 2018 4:18 PM

To: Matthews, Lindsay

Subject: RE: ICBC Q3 statement

Ok. 250-208-6794

From: Matthews, Lindsay [mailto:Lindsay.Matthews@icbc.com]
Sent: Friday, January 26, 2018 4:05 PM

To: Smith, George AG:EX

Subject: RE: ICBC Q3 statement

I will give you a call.

From: Smith, George AG:EX [mailto:George.Smith@gov.bc.ca]
Sent: Friday, January 26, 2018 3:30 PM

To: Matthews, Lindsay <Lindsay.Matthews@icbc.com>

Cc: Crombie, Steve <Steve.Crombie@icbc.com>

Subject: RE: ICBC Q3 statement

Thanks Lindsay. Much appreciated.

I’'m told there is a second document as well indicating the year-end forecast.
Is that being prepared?

From: Matthews, Lindsay [mailto:Lindsay.Matthews@icbc.com]
Sent: Friday, January 26, 2018 3:28 PM

To: Smith, George AG:EX

Cc: Crombie, Steve

Subject: ICBC Q3 statement

Importance: High

Hi George,

Steve asked me to send to you what will be posted for Q3.
Lindsay

This email and any attachments are intended only for the named recipient and may contain confidential and/or privileged material. Any unauthorized copying,
dissemination or other use by a person other than the named recipient of this communication is prohibited. If you received this in error or are not named as a recipient,
please notify the sender and destroy all copies of this email immediately.

Insurance Corporation of British Columbia | 151 W. Esplanade | North Vancouver | V7 3H9
Contact Us
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From: MacPhail, Joy

To: Smith. George AG:EX
Subject: Fwd: Vaughn Palmer: Liberals" plan to delay the fix at ICBC fails miserably
Date: January-26-18 5:33:14 PM

Have you seen this?
Joy

Sent from my iPad

Begin forwarded message:

From: "McDaniel, Jason" <Jason.McDaniel@icbc.com>

Date: January 26, 2018 at 5:19:42 PM PST

To: "MacPhail, Joy" <BM-Joy.MacPhail@icbc.com>

Subject: Fwd: Vaughn Palmer: Liberals' plan to delay the fix at ICBC fails
miserably

Sent from my iPhone

Begin forwarded message:

From: "Grossman, Adam" <Adam.Grossman(@icbc.com>

Date: January 26, 2018 at 5:13:17 PM PST

To: "Jimenez, Nicolas" <Nicolas.Jimenez(@i m>, "Crombie,
Steve" <Steve.C le@i m>, "McDaniel, Jason"
<Jason.McDaniel(@i m>, "Matthews, Lindsay"
<Lindsay.Matthews(@icbc.com>, "Henderson, Doug"
<Doug.Henderson@icbe.com>

Subject: Vaughn Palmer: Liberals' plan to delay the fix at ICBC
fails miserably

Vaughn Palmer: Liberals' plan
to delay the fix at ICBC fails
miserably

Copyright

Page 735 of 1453 MAG-2018-82203



Page 0736 of 1453 to/a Page 0737 of 1453

Withheld pursuant to/removed as

Copyright



Copyright

Vpalmer@postmedia.com(mailto:Vpalmer@postmedia.com )
Twitter.com/VaughnPalmer (www.twitter.com)
CLICK HERE(mailto:

om ) to report a typo.

Is there more to this story? We’d like to hear from you about this or
any other stories you think we should know about. Email

vantips(@postmedia.com(mailto:vantips@postmedia.com )

Adam Grossman

Communications Delivery Lead

ICBC

505-151 W. Esplanade

North Vancouver | British Columbia | V7M 3H9

direct: 604-982-1332

cell: s 17

fax: 604-982-2491

email: adam.grossman@icbc.com
Sign up here to receive all of ICBC's news releases direct from our Media Relations team.

This email and any attachments are intended only for the named recipient and may contain confidential and/or privileged material.
Any unauthorized copying, dissemination or other use by a person other than the named recipient of this communication is
prohibited. If you received this in error or are not named as a recipient, please notify the sender and destroy all copies of this email
immediately.

Insurance Corporation of British Columbia f 151 W. Esplanade [ North Vancouver [ VZM 3H3
Contact Us

Page 738 of 1453 MAG-2018-82203



Page 0739 of 1453 to/a Page 0741 of 1453
Withheld pursuant to/removed as

s.14



From: Nelson, Tiffany GCPEEX
To: Smith. George AG:EX; Godfrey, Sam AGRI:EX; Milne, Gala AG:EX

Subject: REVISED: Monday QAs, MA
Date: January-27-18 1:43:24 PM
Attachments: QA - Third Quarter Results - 27JAN18 - DRAFT.docx

MA - ICBC - 27JAN18 - DRAFT.docx

Hi — I've tracked minor revisions to QA. Please take a look. MA is also updated with the direct link
to the results.

Let me know how | can help over the weekend.

Thanks

From: Nelson, Tiffany GCPE:EX

Sent: Friday, January 26, 2018 2:39 PM

To: Smith, George AG:EX; Godfrey, Sam AG:EX; Milne, Gala AG:EX

Subject: Monday QAs, MA

Hi — draft MA for Monday is attached. As | last heard from George, the plan includes:

e 8am: ICBC posts results
e 9am: MA out (I've included a link to where ICBC will post to make it easy for media)
e Hours until media avail: ICBC will direct media to our avail, provide no comment.
¢ 2pm: Media avail at Law Courts Inn (in an enclosed terrace on the 5% floor. The venue
manager wants media to arrive on the 4% floor and will have staff to direct them. CBABC is
aware of the scrum).
Also attached are the QAs, reflecting input from ICBC, ADM Brouwer, GCPE FIN. | have not yet
reviewed this latest version but am getting on a flight and don’t want to hold this up. Don Z at HQ
reviewed quickly with no concerns.
Thanks,
Tiffany

s. 17
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CONFIDENTIAL ADVICE TO MINISTER - Jan. 26, 2018 (DRAFT)

ICBC Q3 financial results
Questions & Answers

Key Messages:

Years of bad decisions and mismanagement by the former government have undermined ICBC's
ability to deliver low-cost insurance to B.C. drivers.

We never expected to find this level of mismanagement by the previous government.
ICBC must become financially sustainable to keep rates affordable for British Columbians.

ICBC’s year-end loss is now projected to hit $1.3 billion — that’s nearly the amount the former
government siphoned out of ICBC while ignoring the needs of B.C. families.

Now, B.C. drivers are looking at a hike of at least 5400 more in their premiums by next year unless
we take immediate action to keep rates more affordable.

Last week, we learned that the previous government received clear recommendations in 2014 from
independent auditors that could have saved the corporation hundreds of millions of dollars.

Yet they did not act, they did not make these recommendations public, and they scrubbed them
from a report presented to ICBC.

We will be taking strong, decisive and significant action in the coming weeks to repair the damage
done.

We are working onBur solutions s.13 tthat will keep rates affordable - e 13
s 13 1and see high-risk drivers pay more while low-risk drivers pay
ess.:

We are looking to cut down on legal costs and to focus instead on providing more care for those
hurt in crashes.

Y
| will have more to say on these details in the days and weeks ahead.

Qs & As:

Why is the loss so much larger than was budgeted for?

» Years of bad decisions and mismanagement by the former government have meant a fiscally
unsustainable position at ICBC.

® |CBC has told me that this dramatic increase in losses has been driven by two core factors:
o The emergence of many more large, extremely costly claims was not anticipated

o  Claims have been closing at a slower rate in recent months, despite ICBC adding
hundreds of new staff to help deal with the increasing claims volume.

s.13
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® While the rise in the number of claims and the associated costs are not new issues for ICBC,
what has been unexpected is the degree of the cost escalation from these claims and the
significant number of older claims — dating as far back as 2010 — that are now extremely costly.

Why the increase in large loss claims?

* Some older claims that were initially presented as minor injury claims have since emerged as
more complex, large loss claims.

e |CBC classifies a large loss claim as an injury claim that costs more than $200,000. The average
large loss claim actually settles for more than double that at $450,000.

» Large loss claims traditionally include catastrophic injuries such as paraplegia, amputation and
major brain injuries, but can also involve less significant injuries to high-income earners.

» |CBC has experienced an unprecedented 80 per cent growth in large loss claims over the last 12
months beyond the higher than expected growth it already experienced last year.

How is it possible that ICBC is taking a loss at all given how much we pay for our insurance?

* Years of mismanagement by the former government have set ICBC on this path of serious
financial challenges.

» We know that the number of crashes on B.C. roads is increasing every year, to a point where
there were 330,000 crashes in 2016 alone — that’s 900 crashes on any given day.

e Theincrease in crashes is being exacerbated by the sharp increase in the number and cost of
claims being reported from these crashes.

» To put it simply, today, the amount of basic insurance premiums ICBC is collecting from
customers is not covering the increasing amount they are paying out in basic claims costs.

* While the number of vehicle damage claims filed with ICBC are rising each year, it is the increase
in injury claims costs that is the most concerning — that's because not only are British 513
Columbians being injured more frequently on our roads, but these claims are substantially )
increasing costs to ICBC.

* In 2016 alone, 72,700 new injury claims were reported to ICBC — this is 10,000 more than just
two years ago or an increase of 16 per cent.

When you talk about injury claims costs, are you really talking about legal costs?

® Injury claims are particularly concerning because they are the claims that have the most
potential to become very costly.

e After breaking through the 52 billion threshold as recently as 2014, ICBC'’s injury claims costs
totalled $2.7 billion in 2016 alone — an increase of $1.2 billion, or 80 per cent, over the last
seven years.

[35]

Page 744 of 1453 MAG-2018-82203



» We know that injury claims, in particular, often come at a significant cost and not just the cost of
helping the injured party recover.

e These claims cost more because they take longer to settle, legal costs are incurred, more expert
reports are typically ordered and there is an increased utilization of medical resources and
services.

e That reality is clearly reflected in ICBC’s spending — delays and legal costs, such as those for
expert reports, now account for 24 per cent of ICBC's total annual costs. This is greater than the

cost of running ICBC, and it's simply not sustainable.

e Butit's not the only cost pressure impacting insurance rates — on top of this, vehicle repair costs
have increased 30 per cent in just two years, to a total of $1.5 billion in 2016 alone.

e To put it simply, today, the amount of basic insurance premiums ICBC is collecting from
customers is not covering the increasing amount they are paying out in basic claims costs.

Does this mean another rate increase for drivers next year?

e |tis not acceptable to keep asking British Columbians to keep paying more and more for their
insurance each year — this is not a situation this government is prepared to let happen.

» \We obviously have some major challenges ahead of us in putting ICBC back on stable financial
footing.

» This government is committed to taking the necessary steps as quickly as possible to bring about
long-term, sustainable improvements to B.C.’s auto insurance system.

» \We have to create a sustainable auto insurance system which strikes the balance between
increased care for the injured, more affordable and fair rates for all and less spent on legal costs.

TLABC ads say you’re planning to initiate caps on pain and suffering. Doesn’t this take away
people’s right to sue when they’ve been injured?

* You have heard me say before that we are considering a model that puts limits on minor injury
payouts, much like what has been done in a number of other provinces.

e | can tell you that we are working on solutions aimed at keeping rates affordable and improving
medical care for those hurtin s 13 crashes, while creating a system that fairly s 13
delivers improved financial certainty and sustainability. )

» | expect to have more to say on this soon.

Some are saying caps will discriminate against ethnic communities. How are you addressing that?

e | can tell you that is not true.

» We are working to create more fairness in our auto insurance system.
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» \We are working on solutions aimed at keeping rates affordable and improving medical care for
those hurt in minor accidents, while creating a system that fairly delivers improved financial
certainty and sustainability

Won't a cap harm the legal profession? Are you consulting with them on the changes?

e Over the last while, I've been having tough conversations with a wide variety of stakeholders,
including those from certain areas of the legal profession.

» The message |'ve been giving to everyone is that fixing the problems at ICBC mean there will
have to be compromises on all sides.

» | will have more to say on this soon.

Will you release the 2014 EY report?

» That question should be directed to Todd Stone or Michael de Jong.
What is government going to do to fix this mess?

e Thereis no panacea here — no perfect solution, but we are moving forward quickly to repair the
damage that’s been done.

¢ \We know that we must cut down on all costs — including legal — and, as | have already publicly
stated, <13 one model we are considering is « 42 putting limits on
minor injury payouts, much like what has been done in a number of other provinces.

» | expect to have more to say on this in fairly short order but, for now, | can tell you that we are
working on solutions aimed at keeping rates affordable and improving medical care for those
who are injured in crashes, while creating a system that fairly delivers improved financial
certainty and sustainability.

» \We also need to do more to improve road safety. We've started that by moving forward with
steps to turn our red light cameras on 24 hours a day, and by increasing premiums for those
people caught distracted driving. In fact, if you’re caught twice in three years after March 1,
you’re going to be hit with fines and a premium increase of almost $2,000 over that span.

e |CBCis also quickly moving ahead with its pilot program to test how technology can help curb
distracted driving.

o Along with that, we believe higher-risk drivers should pay higher premiums because they have a
greater chance of costing the system more. We also believe low risk drivers should bear less of
the costs.

» We are also expecting to release a final report from PwC on the effectiveness of ICBC's

operations in fairly short order. | anticipate there will be recommendations in there where we
can find further savings, including working with the auto body industry.
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16.

You say you'll have an announcement soon — when can we expect that?

* \We need to act on this immediately. The financial mess at ICBC left by the old government is
unacceptable and we will announce further action to address this in the days and weeks ahead.

How are consultants reports — those by EY and PwC - helping the situation?

# All the evidence — from the latest EY report to what we’ve uncovered in the fiscal third quarter -
shows a problem years in the making that’s significantly worse than anyone anticipated.

*  While the PwC report is focused on internal ICBC operations, | anticipate there will be
recommendations in there where we can find further savings, including working with the auto
body industry.

What does this loss mean for B.C.’s triple-A credit rating?

* | refer you to Finance Minister Carole James for questions concerning budget operations.

Why have you taken no-fault off the table?

» We will not be moving to no-fault insurance.

* One of the things that we have heard fairly consistently from individuals is they feel they need
to hire a lawyer in order to get the basic benefits that they are entitled to.

* We need to shift that perception and can do so — not by taking away people's rights to sue but
by addressing the issues within ICBC so that people realize that they don't need to hire a lawyer
in order to access the benefits that they need in order to get healthy again, and return to work
and replace their car, etc.

» Starting out by taking away people's rights is not the right approach when there are so many
systemic issues that we need to address.

. Why have you ruled out photo radar?

» The old photo radar program, which ended in B.C. in 2001, was covert, using two police officers
in unmarked vans at random locations.

» These locations were not necessarily identified as high-crash or high-speed — something that
many British Columbians saw as a cash-grab rather than a transparent, strategic effort to change
driver behaviour and make roads safer for everyone.

» The Intersection Safety Camera program instead tickets people who run red lights. We are
moving forward on road safety changes, such as turning on our 140 intersection Safety Cameras
24/7.

Will you consider a move to privatization?

» | have said before that ICBC is one of British Columbia’s most important public assets.
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» While there are significant financial and operational challenges to be addressed, this
government believes that public automobile insurance offers British Columbians excellent
protection and access.

» We have no intention of privatizing Basic auto insurance, but private insurers will continue to
have a role in providing services to drivers seeking additional coverage.

» B.C. deserves to have a well-managed public auto insurance system and that is the goal that
Government and ICBC will continue to strive toward.

This week the Insurance Bureau of Canada released a report about the benefits of competition for
auto insurance in B.C. How do you respond to this?

» | would expect that the industry association for private insurance would support competition.

s However, | fail to see how competition in other provinces, particularly Ontario, has stemmed
rate increases.

» Infact, even with competition, other provinces have introduced system changes that have
limited awards for pain and suffering for minor soft-tissue injury claims, while Manitoba,
Quebec and Saskatchewan’s no-fault modes do not provide any compensation for pain and
suffering as a result of a minor injury.

While | understand your commitment to public auto insurance, every other province has moved in
the direction of privatization. It seems this loss can only grow in the coming months. Why not
make the change to a private system?

» We believe that public auto insurance works for British Columbians because it ensures that all
drivers have the same minimum amount of insurance and insurance benefits, which protects
them, other road users and pedestrians on the road.

e |t also guarantees that all British Columbians are able to get auto insurance, which is not the
case in jurisdictions with private systems where providers can decline to offer insurance to

certain drivers.

®» B.C/s estimated uninsured rate is less than one per cent — much lower than other jurisdictions in
North America with rates ranging from four to 20%.

® Our public system also enables enhanced security by enabling the linking of licence plates and
decals to a customer’s basic insurance policy.

# This enhancement is unique to only a few jurisdictions in North America and is also one of the
main reasons we have such a low uninsured rate compared to other jurisdictions.
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MEDIA ADVISORY
For Immediate Release Ministry of Attorney General
Jan. 29, 2018
MEDIA ADVISORY — Ministry of Attorney General

VICTORIA — Attorney General David Eby will respond to ICBC’s third-quarter financial results
and be available for questions. Results are posted at http://www.icbc.com/about-

icbc/company-info/Documents/Statement-of-Operations-December-2017.pdf

Event Date: Monday, Jan. 29, 2018
Time: 2:00 p.m.

Location:

The Law Courts Inn

4™ Floor, 800 Smithe St.
Vancouver, B.C.

Media contact:
Ministry of Attorney General

778 678-1572
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From: Kristianson, Eric GCPE:EX

To: Lloyd, Evan GCPE:EX; Aaron, Sage PREM:EX; Smith, George AG:EX; Zadravec, Don GCPE:EX
Subject: Mike Smyth: Shocking losses revealed at ICBC, huge rate hikes feared | The Province
Date: January-27-18 7:35:03 PM

Eric Kristianson
ADM Strategic Issues
GCPE

s. 17
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From: Kristianson, Eric GCPE:EX

To: Aaron, Sage PREM:EX; Smith. George AG:EX

Ce: Lloyd, Evan GCPE:EX

Subject: Q3 Media Statement (005).docx

Date: January-28-18 9:46:38 AM

Attachments: Q3 Media Statement (005).docx
ATTO00001.txt

Advisory going out now for an 11:00 AM avail tomorrow. ICBC statement and Q3 report are live now. MDE and
MC]J are not commenting.
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ICBC posts net loss of $935 million for first nine months of fiscal year
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Eric Kristianson
ADM Strategic Issues
GCPE

s. 17
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From: Godfrey, Sam AGRI:EX

To: Smith. George AG:EX
Subject: Fwd: Monday MA for approval
Date: January-28-18 4:17:56 PM

Re g/a capability - seems very preferable. I think we lost media attention on Friday because it
was listen only.

Sent from my iPhone

Begin forwarded message:

From: "Nelson, Tiffany GCPE:EX" <Tiffany.Nelson@gov.bc.ca>
Date: January 28, 2018 at 10:30:35 AM PST
To: "Smith, George AG:EX" <George. Smith(@g a>

Cec: "Godfrey, Sam AG:EX" <Sam.Godfrey@gov.bc.ca>, "Milne, Gala AG:EX"
<Gala.Milne@gov.bc.ca>
Subject: RE: Monday MA for approval

Yes, standard location is the executive boardroom in the VCO. Rick is arranging all set-
up now (podium, generic podium sign, two flags, a/v) plus the TELUS conference line.
TELUS will likely take 3-4 hours to get us the numbers so we’ll need to decide if MA
goes earlier without it.

Do you want regional/Victoria media to have QA capability or listen-only over the
phones?

From: Smith, George AG:EX

Sent: Sunday, January 28, 2018 10:21 AM

To: Nelson, Tiffany GCPE:EX

Cc: Godfrey, Sam AG:EX; Milne, Gala AG:EX

Subject: Re: Monday MA for approval

I've just been told that ICBC has already posted the Q3 and that they will be releasing
a statement shortly.

Yes, we will need a dial-in.

What else do we need to set this up at the VCO? Is there a standard location for
pressers?

-George

On Jan 28, 2018, at 10:16 AM, Nelson, Tiffany GCPE:EX <Tiffany.Nelson@gov.bc.ca>
wrote:

Latest MA is attached. Few things:
<|--[if IsupportLists]-->e <!--[endif]-->Are we arranging a dial-in? If so
I'll reach out to events now to arrange this with TELUS. I'm not
sure how quickly TELUS moves on the weekend. We could also
issue the MA today, and re-issue in the morning with dial-in
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codes added if TELUS is a problem.
<l--[if IsupportLists]-->e <!--[endif]-->Once you OK this draft, I'll send
to the editors to process and will have them confirm the address
is correct for VCO avails.
<|--[if IsupportLists]-->e <!--[endif]-->Editors will not distribute until
you give me the OK.
<|--[if IsupportLists]-->e <!--[endif]-->Let me know once I'm good to
let ICBC comms know the plan, unless they’re aware.
Thanks,
Tiffany
s.17
From: Nelson, Tiffany GCPE:EX
Sent: Saturday, January 27, 2018 1:43 PM
To: Smith, George AG:EX; Godfrey, Sam AG:EX; Milne, Gala AG:EX
Subject: REVISED: Monday QAs, MA
Hi — I've tracked minor revisions to QA. Please take a look. MA is also
updated with the direct link to the results.
Let me know how | can help over the weekend.
Thanks
From: Nelson, Tiffany GCPE:EX
Sent: Friday, January 26, 2018 2:39 PM
To: Smith, George AG:EX; Godfrey, Sam AG:EX; Milne, Gala AG:EX
Subject: Monday QAs, MA
Hi — draft MA for Monday is attached. As | last heard from George, the
plan includes:
<!I--[if lsupportLists]-->e <I--[endif]-->8am: ICBC posts results
<!--[if lsupportLists]-->e <I--[endif]-->9am: MA out (I've included a
link to where ICBC will post to make it easy for media)
<!I--[if lsupportLists]-->e <!--[endif]-->Hours until media avail: ICBC
will direct media to our avail, provide no comment.
<!I--[if lsupportLists]-->e <I--[endif]-->2pm: Media avail at Law Courts

5th

Inn (in an enclosed terrace on the 5™ floor. The venue manager

wants media to arrive on the 4% floor and will have staff to
direct them. CBABC is aware of the scrum).
Also attached are the QAs, reflecting input from ICBC, ADM Brouwer,
GCPE FIN. | have not yet reviewed this latest version but am getting on a
flight and don’t want to hold this up. Don Z at HQ reviewed quickly with
no concerns.
Thanks,
Tiffany

s. 17
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From: eric

To: Smith. George AG:EX

Subject: revised

Date: January-28-18 7:21:54 PM
Attachments: N - ICB - 29JAN18 - EK.DOCX
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Speaking Notes for the

Hon. David Eby
Attorney General

Media Availability — Response to ICBC Q3

Vancouver

Mon., Jan. 29, 2018
11:00 a.m.
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INTRO

e Thank you for joining me.

e Yesterday, the Insurance Corporation of BC
posted the details of their third quarter fiscal
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