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Cliff: 430142
Date Prepared: September 18, 2017

MINISTRY OF ATTORNEY GENERAL
(CORPORATE MANAGEMENT SERVICES)
BRIEFING NOTE

PURPOSE: For INFORMATION for Honourable David Eby, Attorney General
ISSUE: Strategic Initiative Related to Rental Vehicle Services

SUMMARY:

e Under the previous administration ICBC was requested to provide information on
large procurement projects prior to being posted on BC Bid.

e The current preferred supplier agreements for rental vehicles (three) will expire in
mid-2017 without any remaining options to renew. These contracts were
established through a competitive bid in 2011, and took effect in 2012.

e |CBC anticipates the ARA to again express concerns on this approach. Small rental
vendors may also express concerns. It is expected major suppliers will welcome the
opportunity to participate in a competitive process.

BACKGROUND:

e Under the pre-2008 model, ICBC did not have a process to assist customers with
finding a replacement vehicle immediately after first reporting their claim, leaving
customers to find their own rental vehicle.

e Under the current model, ICBC promotes and directs customers to its (three)
preferred rental vehicle providers and facilitates the vehicle reservation process for
customers during the initial filing of a claim, improving customer service.

e |CBC anticipates incorporating the market intelligence gained through the RFI
process to help determine the next phase of the process. Once ICBC determines the
next phase of the process, ICBC will provide advance notification to the ARA, NCDA
and rental vehicle service providers.

e The RFI and subsequent process will be inclusive. ICBC will not limit the process to
a single or a minimal number of vendors, but rather ensure all current rental vehicle
providers are aware of any opportunities and will encourage them to participate.

¢ |CBC would like to tender the RFI as soon as practical.
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OTHER MINISTRIES IMPACTED/CONSULTED: N/A

Prepared by: Approved by:

Shauna Brouwer Richard Fyfe, Q.C.

Assistant Deputy Minister Deputy Attorney General

Corporate Management Services Deputy Minister’s Office
s.17 s.17

Attachment

¢ Information Briefing Note Prepared by ICBC
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Cliff: 430142
Date Prepared: September 18, 2017

Attachment:

FE!: BRIEFING NOTE

I. Prepared for: Shauna Brouwer, Assistant Deputy Minister, Ministry
of Attorney General, for INFORMATION

II. Subject: Strategic initiative related to rental vehicle
services

III. Background:

« Since 2008 ICBC has preferred supplier agreements with rental vehicle
providers, established through competitive bids. These agreements have
allowed ICBC to provide customers with reliable and improved rental
vehicles services, while reducing costs and increasing operational
efficiencies for ICBC staff and suppliers. Insurance replacement rental
vehicle agreements are a common practice among insurers in the U.S. and
other Canadian jurisdictions.

e Prior to 2008 ICBC did not have any agreements with rental vehicle
providers. As a result, ICBC paid elevated rates for rental vehicles, often
higher than retail rates, without any incentive or leverage for providers to
improve their services or cost.

e Under the pre-2008 model, ICBC did not have a process to assist customers
with finding a replacement vehicle immediately after first reporting their
claim, leaving customers to find their own rental vehicle.

e Under the current model, ICBC promotes and directs customers to its
(three) preferred rental vehicle providers and facilitates the vehicle
reservation process for customers during the initial filing of a claim,
improving customer service.

e Directed volume enables low daily rental rates and the elimination of
additional fees and surcharges, which helps keep rental vehicle costs low.
In addition, rental vehicle providers are contractually obligated to
performance and service standards.

» The Automotive Retailers Association (ARA) and some rental vehicle
providers have raised concerns to ICBC and government arguing the
preferred rental vehicle supplier agreements limit customer choice and
affect jobs, suppliers and presence of the industry in communities. The ARA
have also told government that ICBC should not be allowed to do sourcing
for these services.

o Customers have always had choice; they are free to choose the rental
vehicle company they prefer. ICBC will honour the rental rates defined in
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the preferred supplier agreements to ensure it's getting the best value and
to keep claims costs low.

« In addition, ICBC claims are a very small portion of the B.C. car rental
market (previously estimated at approximately 5%). If there has been any
decline in the B.C. rental vehicle industry other economic factors have had
a greater impact than ICBC’s polices, such as the merger and acquisition of
smaller agencies.

« ICBC's various competitive bid processes for rental vehicle services were
conducted in open and transparent manner and was not limited to a single
or a minimal number of vendors. ICBC will continue to ensure the same
applies for any future competitive bids.

« ICBC believes its current providers would welcome the opportunity to
participate in another competitive bid process. In addition, Enterprise Rent-
A-Car Ltd. (one of the biggest insurance replacement providers) have also
expressed to ICBC and government their desire to participate in another
competitive bid process.

IV. Discussion:

e The current preferred supplier agreements (three) will expire in mid-2017
without any remaining options to renew. These contracts were established
through a competitive bid in 2011, and took effect in 2012.

« ICBC’s annual savings were estimated at approximately $5.1M in 2011,
which increased by $1.6M annually due to reduced rental rates (in
2014/2015), for a total of $6.7M annual savings since 2014.

« ICBC is dedicated to maintaining these cost savings and the enhancements
to customer service and operational efficiencies for rental vehicle services.
ICBC is also committed to working with industry whenever possible and
learning about the industry enhancements that have taken place since
ICBC’s last competitive bid process (2011).

e As aresult, ICBC plans to conduct a phased process focused first on
gathering market intelligence to allow for an assessment of new
developments and trends. This would also provide ICBC with potentially
new business requirements to consider for the second phase of sourcing.

« ICBC plans to notify the Automotive Retailers Association (ARA) and the
New Car Dealers Association (NCDA) of its intent to post a Request for
Information (RFI) later that day to begin gathering market intelligence.
ICBC will also notify rental vehicle service providers to advise them of this
opportunity.

« ICBC anticipates incorporating the market intelligence gained through the
RFI process to help us determine the next phase of the process. Once ICBC
determines the next phase of the process, ICBC will provide advance
notification to the ARA, NCDA and rental vehicle service providers.

e The RFI and subsequent process will be inclusive. ICBC will not limit the
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process to a single or a minimal number of vendors, but rather ensure all
current rental vehicle providers are aware of any opportunities and will
encourage them to participate.

« ICBC anticipates the ARA to express their concerns of this approach. ICBC
plans to explain to the associations and industry that the RFI is an
opportunity for them to work with ICBC and demonstrate how their
insurance replacement offerings benefit our mutual customers.

« Given the current preferred contracts expire mid-2017, ICBC will provide a
sourcing exemption to those suppliers to ensure there are no disruptions to
customer service or internal procedures while ICBC completes the sourcing
approach outlined.

Contact: Chris Tupper Business Area Christopher Hancock
Manager, Government Contact: Director, Strategic
Partnerships and Sourcing and Asset
Programs Management
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From: Dayman, Marlene JAG:EX

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

Cc: Richter, Connie AG:EX; Pearson, Barbera AG:EX; Harris, Megan A GCPE:EX; Nelson, Tiffany MCF:EX

Subject: FW: 542519 IBN - ICBC Competition Act - please use this attachment

Date: Tuesday, October 31, 2017 4:39:27 PM

Attachments: 542519 IBN - ICBC Competition Act - Final - Oct 30, 2017.docx

Hello,

Kindly use this word document. It has a pdf imbedded in it.

You will not be able to access that pdf on the pdf that | provided in my previous email.

Please contact me if you have any questions............Mar

From: Dayman, Marlene JAG:EX

Sent: Tuesday, October 31, 2017 3:46 PM

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

Cc: Pearson, Barbera JAG:EX; Richter, Connie JAG:EX; Harris, Megan A GCPE:EX; Nelson, Tiffany

GCPE:EX
Subject: 542519 IBN - ICBC Competition Act

Good afternoon,

Attached is an IBN for the Minister’s information.

This has also been uploaded to the Minister’s SharePoint..........cheers......... Mar

Marlene Dayman

Senior Executive Assistant

Deputy Attorney General’s Office, Ministry of Attorney General

PO Box 9290 Stn Prov Gov’t, Victoria, BC V8W 9J7

Ph: 250-387-5211

This message, including any attachmenits 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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Fg BRIEFING NOTE

Prepared for: Joy MacPhail, Chair, ICBC for INFORMATION
Subject: 90 Day Minister Initiatives

Issue: Following the appointment of Attorney General David Eby, ICBC
is working to address urgent matters in the way ICBC does
business. These matters have recently been raised by the
Attorney General in response to stakeholder and constituent
input and ICBC recognizes that they require further action.

Background

¢ ICBC is committing to the Attorney General to address a number of ongoing
matters raised by the Attorney General, stakeholders and customers.

e These matters include:

o Inadequate front-office staffing levels to respond to the increasing volume
of claims over the last few years;

o Customer service on injury claims and does this contribute to claimants
seeking legal representation to receive their entitlements;

o Need for adequate oversight of repair shops by ICBC;
o A reduction in the usage of mediations to resolve claims;

o And pursuing options to prevent subrogation of other insurance benefits
from tort claims arising from motor vehicle collisions, which would require
a legislative change.

e ICBC is committed to substantially advancing or fully resolving these matters
within 90 days.

Key Messages

e I've had some good discussions with ICBC on their financial challenges and the
need to keep insurance rates affordable for all British Columbians.

¢ They've acknowledged staffing levels, customer service, oversight of repair
shops and mediation have posed challenges in the recent past and there
continues to be room for improvements.

e ICBC has committed that over the next 90 days it will undertake specific
improvements in all four of these key areas. Their action will further enhance
customer service as well as help control costs.

e This is a positive step in the right direction but much more work needs to be
done to address ICBC's serious financial situation and the escalating pressures
on rates.
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ICBC BRIEFING NOTE

Next Steps

e Business area executives are developing individual implementation plans for
each item and will be reporting monthly over the next 90 days.

e To help manage the challenge of increasing crashes, ICBC is also actively out
in the marketplace looking at best practices as to how technology could help
make our roads safer and potentially lead to savings for customers. This
includes continued research into technology aimed at reducing distracted
driving.

Discussion

Staffing Levels

In 2012, the government conducted a review of ICBC focused on staffing levels and
operating costs.

During and following the review, there was a company-wide hiring freeze. Although,
at no time since 2013 have bargaining unit, front-office claims staff been
terminated without cause, the hiring freeze did lead to some reductions to staff in
this area through attrition.

Prior to the hiring freeze (between 2008 and 2012), there was a decreasing trend in
the crash rate on BC roads and ICBC's hiring practice for claims staff focused on
replacing staff as required based on the business need.

In late 2014, the number of crashes on BC roads began to increase. The rising
number of crashes also led to sharp increases in the number of vehicle damage and
injury claims being reported. ICBC did not forecast that the increase in crashes and
claims would continue, and did not include a provision for staffing increase in the
2015 budget.

ICBC did not immediately hire claims staff in response to the spike in claims until
we were able to confirm an ongoing trend. ICBC recognizes there was a gap in
timing between when the increase in claims first occurred and when hiring and
training were initiated.

Towards the end of 2015, front-office claims staffing levels were insufficient to
address the increased volume of claims now coming in (intake).

ICBC took action in 2016 with an aggressive claims recruitment strategy including
large-scale hiring fairs, and a more efficient recruitment and training process.

Following these recent hiring efforts, the total number of ICBC employees in
December 2012 and June 2017 are the same with approximately 5,200 full-time
equivalents (FTEs). The difference is company-wide we have moved 400 positions
from the back-office to the front-office. We now have more employees serving our
customers.

The vast majority of those new front-office positions are within claims. We have
300 more front-office claims staff (an increase of 14 percent) than in 2012, and we
reduced our back-office claims staff by 41 (a decrease of 47 percent).
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ICBC BRIEFING NOTE

Recent action:

ICBC increased its staffing by 418 FTEs in claims services and related areas,
such as injury adjusting, claims legal services and the fraud special
investigation unit, in the 2016/2017 fiscal year.

As new claims staff were trained and started handling claims in 2016, more
bodily injury claims were closed than in any prior year.

Staffing increases are continuing in the current fiscal year, an additional 99
FTEs have been added in these areas in the current fiscal year.

As of June 2017, ICBC has 2,489 front-office claims staff.

Additional action in next 90 days:

ICBC will continue to refine its claims workforce plan to ensure it has the
right number of front-office staff to meet customer service needs.

ICBC's integrated workforce plan uses analytics to determine necessary
staffing levels. It looks at the actuarial forecasts to predict volumes and the
mix of claims as well as the appropriate staffing models which incorporate
forecasted attrition and staff promotions.

In the fall, ICBC will continue recruitment of 50-100 claims staff and recruit
further in 2018 to address forecasted further increase in BI claims volume in
FY2019.

Response points:

ICBC recognizes it did not respond fast enough in terms of having sufficient
front-office staff to respond to the growing volume of claims being reported
and to meet customer needs.

They started to address this issue by hiring more than 500 front-office staff
over the last two years but more still needs to be done.

ICBC has committed to me they will hire front-office staff consistent with
their need, with their next recruitment campaigns planned for the fall and
into 2018.

Customer Service on Injury Claims

There is historic view that ICBC has poor customer service and adjusters do not
have the correct authority levels to settle claims. It has been suggested these
factors may drive customers to seek legal representation in order to receive their
entitlements.

Inconsistent customer service

Prior to the implementation of ICBC’s new claims system in 2014, part of its
Transformation Program, a customer’s claim was handled by the nearest Claim
Centre. As a result claim volumes varied across the province, which likely impacted
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ICBC BRIEFING NOTE

customer service. At times, we also did not have enough adjusters in smaller
communities capable of handling high volumes or complex claims,which would also
negatively impact the quality of customer service.

The new claim system moves claims files from paper to electronic, which increased
the transparency of claims handling by allowing easier access for file reviews.
Customers now initiate claims by phone or online rather than by visiting a claim
centre. This enhancement allows claim assignments for these customers to follow a
round-robin format across the province, which improves customer service as
customers are now helped by an adjuster with the right level of expertise, no
matter where they live.

With the implementation of the new claims system, ICBC also introduced a single
online source for claims procedures to help ensure consistent protocols and work
plans are in place to guide adjusters in their claims handling.

In 2016, ICBC introduced provincial scheduling to further leverage its new claims
system and round-robin assignment. Now claims’ staff vacation and shift schedules
are based on provincial staffing needs. This change has helped to improve the
consistency, timeliness and quality of our claims handling.

Correct authority levels to settle claims

ICBC recognizes that insufficient authority levels for adjusters can negatively
impact the claims experience for customers, and, in some cases, drive them
towards seeking legal representation. To address this, recent improvements have
been made to adjusters’ authority levels. ICBC moved away from a one-size fits all
model in 2016 to authority levels reflective of the employee’s knowledge, skills and
abilities.

Previous processes required more decisions from senior levels and with increasing
claims intake and insufficient front-office staffing levels (mentioned above), this
created challenges for timely and quality decision-making.

Adjusters are now able to make decisions regarding reserves and payments within
their authority levels which supports timely claims handling. In fact, 63 percent of
injury claims settle within the adjuster’s authority and 95 percent settle within
front-office managers’ authority.

Customer research

A focus on customer service is essential to managing the legal representation rate
for customers. However, there are external influencing factors as well. ICBC has
conducted research on why customers seek legal representation. In a 2014 study,
the first of its kind for ICBC, we found that representation was largely influenced by
societal perceptions of the benefits of hiring a lawyer.

In late 2016, ICBC conducted a follow-up study that surveyed both injured
customers who worked directly with ICBC and those who had a lawyer in terms of
their closed-claim experience. The survey provided insights as to what customer
service action ICBC could take to address the needs of those customers who quickly
or later in the claims process sought legal counsel. The survey indicated that
adjuster responsiveness and timely information were two of the key areas for
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improvement. Claims customer satisfaction scores for 2016/17 remain high at 92
percent, but these survey results indicate room for further improvement.

More customers represented before they call ICBC

ICBC's ability to directly work with customers is being impacted by increased
representation. Today more than half (51 percent) of ICBC’s injury claims have
legal representation.

Customers are becoming represented earlier in the process. They often have
representation before we’ve had the opportunity to provide them with any service.
The percentage of new claims where the customer is already represented when
they first contact ICBC increased from 2 percent in 2008 to 25 percent in 2016.

One factor which may be contributing to the increasing legal representation rate is
increased advertising by law firms. Based on external research, traditional
advertising in BC by law firms in the province increased from $1.0 million in 2015
to $1.7 million in 2016 - a 73 percent increase. The number of law firms utilizing
television advertising also increased by 120 percent from 2015 to 2016.

Recent action:

e In the past 12 to 24 months, ICBC introduced numerous initiatives that
focused on improving customer service; moving adjusters away from a
shared caseload to dedicated caseloads; improving adjuster training and
processes for determining/communicating who is at-fault in a crash.

e InJune 2017, ICBC introduced a Claims Quality Assurance program for
adjusters handling unrepresented injury claims. This includes listening to
recorded calls and reviewing files for each adjuster, and providing coaching
feedback to support their improved performance and customer service.

e Further refinements to adjusters’ authority levels were made in April 2017,
including a twice yearly review of authority levels for injury adjusters.

Additional action in next 90 days:

e ICBC will initiate the design and then launch an internal dispute resolution
process for unrepresented injury customers.

e ICBC will create a centralized Quality Assurance Team to review claims file
handling and improve service and performance. As directed by our board
chair, the first step for this team will be to undertake a closed-file review to
identify further opportunities for customer service improvements.

e ICBC will refine its Claims Quality Assurance program and in the fall of 2017
will expand the program to include represented injury claims staff and
introduce a coach-the-coach model to support managers in their
development as coaches, helping their staff learn and improve in their roles.

e« ICBC is also developing improved customer service training. The improved
training will be rolled out to all adjusters handling unrepresented injury
claims starting in October 2017 through to March 2018.
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Response points:

e ICBC recognizes it needs to do more work on its processes and training for
adjusting staff in order to ensure high levels of customer service.

e ICBC has told me they are continuing to address this issue by implementing
numerous initiatives to improve efficiencies and the workload levels for
adjusters.

e« ICBC has committed to me they will continue to improve customer service
through training and the introduction of a new Quality Assurance Program.

e I have asked ICBC to look at defining a new claims dispute resolution process
to make sure unrepresented customers have options for escalating their
questions and concerns.

e ICBC needs to do everything it can so customers don't feel the need to look
to a lawyer to help them get the fair compensation they deserve.

Suppliers’ estimates of vehicle damage

Governance of accredited repair shops

ICBC has a material damage accreditation program, and Express Repair shops are
the highest-tier shops. In June 2017, there were 505 Express Repair shops.

Customers resoundingly choose Express Repair shops for their vehicle repairs and
estimates. They prefer to go directly to the accredited shop of their choice, than
visit an ICBC facility to have their vehicle estimated. Repairs from an Express
Repair shop are also guaranteed for as long as the customer owns the vehicle.

Today, more than 70 percent of all material damage claims are estimated at an
Express Repair shop, compared to 25 percent in 2009. This customer driven shift
requires appropriate systems to ensure that repair shops are charging appropriately
for repairs. Currently, Express Repair shops submit estimates to ICBC via a shared
computer platform for review/approval.

ICBC has two levels of earned authority for Express Repair shops ($1,500 or
$2,500). An Express Repair shop that submits an estimate within their earned
authority level, does not require ICBC authorization prior to commencing repairs.

ICBC must review and approve estimates and supplements (follow-up estimates)
that exceed the supplier’s earned authority before repairs can begin.

As a result, ICBC reviews 66 percent of all estimates on repairs completed by
Express Repair shops. And these estimates represent 89 percent of the total dollars
paid to the Express Repair shops.

And while estimates within a shop’s earned authority do not require review before
repairs begin, ICBC may still review them as part of its governance process.

On a regular basis conducts both unannounced and pre-arranged site visits at
Express Repair shops. As part of this process, ICBC can randomly select estimates
submitted within a shop’s earned authority level for compliance review.

ICBC has completed approximately 3,597 site visits to date in the 2017 - 2018
fiscal year. ICBC conducted 3,118 during the same time frame last year.
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ICBC also regularly performs supplier audits which include estimates that were
authorized under earned authority.

And ICBC performs larger reviews of all estimates annually, runs bi-weekly
payment reports to scan for potential issues and all estimates for payment over
$10,000 receive additional reviews by an estimator prior to authorizing payment.

Estimator staffing

ICBC's vehicle estimating services has 356 FTEs, as of June 2017. This includes
estimators as well as other staff such as those dedicated to handling glass and
commercial claims.

This area has a very high attrition rate and the industry overall has had difficulty
attracting qualified staff.

Historically, ICBC estimators more frequently visited individual repair shops for
governance purposes. ICBC acknowledges there has been a decline in recent years
due in part to the increased number of shops compared to staffing levels and other
operational needs.

ICBC is currently recruiting estimators, and will continue to do so, to ensure
appropriate staffing for the existing shop governance model.

ICBC has introduced several changes to help increase the capacity of estimators,
and is currently completing a review of the steps involved in the estimating and
handling practices of non-repairable vehicles to identify areas for improvement.
Streamlining this area of operations will help further improve the capacity of
estimators.

ICBC is also looking for opportunities to improve training for its current and new
estimators.

ICBC recognizes that appropriate governance procedures and estimator staffing
levels are essential to managing its material damage claims costs, and that there
are opportunities for improvement in these areas.

ICBC is in the process of implementing a new estimating platform for all of its
accredited repair shops and recognizes this is impacting the timeliness of estimate
review/approvals. The new platform provides improved data and insights to support
stronger governance of repair shops.

Rates paid to suppliers

The overall model for ICBC has not been updated for more than a decade. Another
driver of ICBC's repair costs are the rates paid to suppliers. ICBC pays some of
highest labour rates in North America. For body repairs, ICBC pays its Express
Repair shop $73.41 per hour for labour, plus an addition $8.68 per hour for
providing the customer with alternative transportation that meets their need while
their vehicle is getting repaired.

Whereas the BC average, including rates paid by private insurers, is $70.54, the
Canadian average is $72.49 and the US average is $51.09 per hour for body rate.
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ICBC compensates its Express Repair shops at significantly higher rates than lower
tiered suppliers in recognition of their continued commitment to providing
customers with the highest standard of services (i.e. guaranteed repairs),
consistency and quality.

Total payments to collision suppliers have increased due to the increased crash
frequency and vehicles becoming more expensive to repair.

Compensation changes to labour rates for Express Repair shops have been
consistent with BC Consumer Price Index of 4.8 percent since 2011. The most
recent increase for Express Repair shops was 1.8 percent in January 2016.

Previously, ICBC negotiated rates directly with industry associations. This practice
was stopped in order to comply with changes to the federal Competition Act in
2010. ICBC now independently sets supplier rates by considering a variety of
factors including: industry surveys, industry feedback, cost analysis, the BC
Consumer Price Index, and impact on ICBC customers.

For parts pricing, ICBC pays full retail pricing on collision repair parts. Other
insurers, including insurers in BC, receive a discount on their parts costs. ICBC is
exploring programs to reduce its parts costs.

Recent action:

e In 2016, ICBC hired 12 additional FTEs to increase governance of repair
shops such as increasing shop visits, and assist with the implementation of
the new estimating platform.

e In 2017, ICBC hired 29 total loss handlers to create more time for estimators
to focus on their core role of estimating and reviewing shop estimates.

e In 2017, ICBC's estimators resumed more frequent site visits to increase
governance of repair shops and to build relations.

e In 2017, ICBC completed an assessment of material damage (MD)
governance and controls to ensure more effective performance management
of MD suppliers.

Additional action in next 90 days:

e ICBC will research estimating models in other jurisdictions to look at the
most optimal system for estimating vehicles.

e As directed by our board chair, ICBC will undertake a closed-file review of
completed estimates by Express Repair shops to determine opportunities for
cost savings and improvements.

e ICBC will pursue the development of a formalized approach to repair shop
visits to further improve repair shop governance.

e ICBC will form a working group that will include estimating staff to identify
opportunities to improve policies and procedures.
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Response points:

e ICBC recognizes they need to do more to make sure they have proper
oversight of their suppliers.

« They have started to address this issue by doing more site visits with repair
shops to increase governance and to build relations.

e ICBC has committed to me they will explore creating a formalized approach
to repair shop visits to further improve repair shop governance.

e ICBC will continue to undertake a review of completed estimates to look for
opportunities for cost savings and improvements, as well as continue
recruiting and improving training for staff.

Mediations
A reduction in the usage of mediations to resolve claims.

In early 2007, there was an internal decision to use mediation less frequently and
focus on the negotiations prior to mediation as a first step to settle files. The
decision was in part a cost saving measures since mediation can add additional
costs to the claims settlement process.

The number of claims which use mediation has been on a steady decline since then.
In 2007, when the decision was made, ICBC used mediation approximately 3,900
times. This dropped to about 3,200 times in 2012, and then reached a low point in
2014 with 1,780 cases.

There has been as slight increase in the use of mediation over the last three years.
ICBC was involved in over 2,200 mediation (at a cost of $2.2 million in alternate
dispute resolution fees) in 2016 and is on track to reach a similar number this year.

ICBC currently considers the benefits of mediation on a case by case basis and will
engage this dispute resolution process where it is believed to enhance the
opportunity for settlement.

Recent action:

e Over the last few years, ICBC has focused on the negotiations prior to
mediation as a first step to settle claims. This has included improved
negotiation training for injury adjusters.

e Similar to mediation, ICBC also makes bulk settlements where ICBC meets
with plaintiff counsel to review a number of claims being represented by the
firm. This alternative approach has been successful in facilitating the
resolution of multiple claims in one meeting with no additional cost.

Additional action in next 90 days:

e ICBC will initiate a review of its use of mediation to look for opportunities to
increase its use in cases where it can assist in a timely and cost effective
resolution of the claim.

e ICBC will explore other collaborative approaches with plaintiff counsel, such
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as bulk settlements and early document disclosure, to ensure customers
receive fair offers in a timely manner.

Response points:

e Itis important to me that ICBC settles customers’ insurance claims both
quickly and fairly.

e Mediation can be a fast and effective way to settle a claim.

« I have instructed ICBC's claims staff to initiate a review of its use of
mediation over the next 90 days to look for further opportunities.

Deduction of Insurance Benefits from Tort Claims

Pursuing options to prevent subrogation of other insurance benefits from tort claims
arising from motor vehicle collisions.

In the current system, customers who are injured in a crash can also receive
insurance benefits from other non-vehicle insurance coverage (i.e. insurance
through their employer) for medical treatment or wage loss associated with their
injury. They are then entitled to claim against the at-fault driver for these same
medical and wage loss benefits.

Typically, these other insurers have subrogation clauses which will compel their
injured client to recover this money from the at-fault driver as part of the tort claim
being advanced, and then reimburse these (third-party) insurers for the benefits
paid once a settlement is reached in the claim against the at-fault driver.

The Trial Lawyers Association of BC has recently suggested a change to our system
that would eliminate ICBC's obligation to reimburse third-party insurers when
settling tort claims.

This can be achieved by making changes to the Insurance (Vehicle) Act which
prevent injured parties from claiming against the at-fault driver for any wage loss
or medical treatments that were paid (or payable) under their non-vehicle
insurance policies. Today, the Insurance (Vehicle) Act already prevents injured
parties from claiming for amounts payable under vehicle insurance (i.e. Part 7
benefits). The change would be to simply broaden this to all insurance policies.

Other jurisdictions have already adopted this change, including Alberta which has a
mechanism to exclude all third-party insurance benefits from motor vehicle accident
claims.

Anticipated overall cost savings and the impact to future insurance rates from this
change are likely to be quite modest since the majority of savings will come from
claims with serious injuries, not actually where we are experiencing the cost
pressures associated with the rapidly increasing cost of minor injury claims,
particularly general damages for these claims.

Recent action:

e Preliminary analysis has identified that it will be difficult to accurately
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forecast savings since identifying all of the other insurance benefits payable
to injured claimants can be challenging.

Additional action in next 90 days:
e ICBC will undertake a closed-file review to assist in estimating cost savings.

e ICBC will also conduct a full review of the risks and stakeholder impacts of
the proposed change.

Response points:

e ICBC has told me they will look at options to prevent subrogation of other
insurance benefits.

e This could be a small step in helping to reduce claims costs but much more work
needs to be done to address ICBC's serious financial situation and the escalating
pressures on rates.

e It is encouraging to see ICBC is open to exploring suggestions from
stakeholders, as well as bringing forward its own ideas.

ICBC Key Contact:

Mark Blucher

President and Chief Executive Officer
Phone: 604 982-2401

Email: mark.blucher@icbc.com

Date: 31 August 2017
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Appendix:
ICBC's 90 day action items Response points
Inadequate | Refine its claims workforce plan to ensure it has the right ICBC recognizes it did not respond fast enough in terms of
staffing number of front-office staff to meet customer service needs | having sufficient front-office staff to respond to the growing
levels volume of claims being reported and to meet customer needs.

Use analytics to determine necessary staffing levels

Continue recruitment of 50-100 claims staff in the fall and
recruit further in 2018

They started to address this issue by hiring more than 500
front-office staff over the last two years but more still needs
to be done.

ICBC has committed to me they will hire front-office staff
consistent with their need, with their next recruitment
campaigns planned for the fall and into 2018.

Inconsistent
customer
Service

Initiate the design and launch an internal dispute resolution
process for unrepresented injury customers

Create a centralized Quality Assurance Team to review
claims file handling

Undertake a closed-file review to identify further
opportunities for customer service improvements

Expand the Claims Quality Assurance program to include
represented injury claims staff and coaching support
managers

Develop improved customer service training for all adjusters
handling unrepresented injury claims

ICBC recognizes it needs to do more work on its processes
and training for adjusting staff in order to ensure high levels
of customer service.

ICBC has told me they are continuing to address this issue by
implementing numerous initiatives to improve efficiencies and
the workload levels for adjusters.

ICBC has committed to me they will continue to improve
customer service through training and the introduction of a
new Quality Assurance Program.

I have asked ICBC to look at defining a new claims dispute
resolution process to make sure unrepresented customers
have options for escalating their questions and concerns.

ICBC needs to do everything it can so customers don't feel the
need to look to a lawyer to help them get the fair
compensation they deserve.
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ICBC’s 90 day action items

Response points

Oversight of

Research estimating models in other jurisdictions to identify

ICBC recognizes they need to do more to make sure they have

vehicle an optimal system proper oversight of their suppliers.
repairs Undertake a closed-file review of completed estimates by They have started to address this issue by doing more site
Express Repair shops to determine opportunities for cost visits with repair shops to increase governance and to build
savings and improvements relations.
Pursue developing a formalized approach to repair shop ICBC has committed to me they will explore creating a
visits to further improve governance formalized approach to repair shop visits to further improve
Create a working group, including estimating staff, to repair shop governance.
identify opportunities to improve policies and procedures ICBC will continue to undertake a review of completed
estimates to look for opportunities for cost savings and
improvements, as well as continue recruiting and improving
training for staff.
Use of Initiate a review of ICBC’s use of mediation to look for It is important to me that ICBC settles customers’ insurance
mediation opportunities to increase its use claims both quickly and fairly.
Explore other collaborative approaches with plaintiff counsel, | Mediation can be a fast and effective way to settle a claim.
such as bulk settlements and early document disclosure, to : . . . i .
ensure customers receive fair offers in a timely manner I have mstr_ucﬁed ICBC's claims staff to initiate a review of its
use of mediation over the next 90 days to look for further
opportunities.
Deduction Undertake a closed-file review to assist in estimating cost ICBC has told me they will look at options to prevent
of insurance | savings subrogation of other insurance benefits.
benefits Conduct a full review of the risks and stakeholder impacts of | This could be a small step in helping to reduce claims costs
from tort :
claims the proposed change but much more work needs to be done to address ICBC's

serious financial situation and the escalating pressures on
rates.

It is encouraging to see ICBC is open to exploring suggestions
from stakeholders, as well as bringing forward its own ideas.
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