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�1.	STRATEGIC ISSUES AND DECISIONS REQUIRED:



ISSUE:	ICBC’s FINANCIAL SITUATION AND PREMIUM RATES



1.	ICBC’s financial situation:

operating loses are a direct result of increasing claims numbers and costs

rate freeze has meant growing gap between revenues and costs

safety initiatives alone simply will not stem the rising number and costs of claims

ICBC is not perceived as accountable for financial results but is increasingly being viewed as a “cash-cow” for government.



2.	Public perception of ICBC Autoplan rates:

for the public the top issue is rates, which they believe are already too high

year over year claims numbers and costs are increasing, adding to rate pressures

policyholders blame rate levels on government, ICBC and “bad drivers”, not their single individual crashes or their minor injury claims when they are crash victims

the public does not automatically link crashes and/or crash prevention with rates; and,

the perception persists that there is political interference in rate setting, thereby weakening the already tenuous link in the public’s mind that more crashes, auto crimes and claims lead to increased premium requirements.





DECISIONS REQUESTED



The three major areas requiring decisions are:

premium rates

policy initiatives to reduce costs, and 

the overall repositioning of ICBC and the auto insurance issue with the public.



This submission is based upon the premise that the challenges facing ICBC and government require decisions and leadership in all three major areas, bringing together potential solutions for rate and financial stability and for the restoration of public confidence in both ICBC and government’s management of auto insurance issues.



�2.	CURRENT STATUS/BACKGROUND.



INTRODUCTION



Following a lengthy public debate on the future of the BC auto insurance system last spring, Cabinet decided to proceed on a number of initiatives designed to increase traffic safety and reduce the number and costs of claims, and not to pursue major reforms of the insurance product.  These initiatives were announced in June, 1997 and became known as the Six Point Program.



As the chart in Appendix Four indicates, implementation of this program is well advanced.  In recent weeks, the roll-out of this program has highlighted in the mass media the introduction of escalated fines for speeding and the introduction of red light cameras.  Through the Deputy Ministers/ICBC working group, implementation is coordinated and monitored.



Claims volumes in 1997 exceed 1996 levels although the bodily injury results to September 30, 1997 are better than forecast.  The moderation in the rate of increase in claims numbers and costs experienced to date in 1997 compared to the rate of increase in 1996 is felt to be a result of photo radar and a growing safety awareness on the part of the public.  In part, that may be a result of the public debate that led to the Six Point Program.  Even though many of the individual programs have not yet been implemented, the profile of traffic safety is higher as a result of paid advertising, news stories and commentary.



However, as will be illustrated in the Options section, the Six Point Program and existing safety programs cannot be expected by themselves to deliver the reductions in crashes, claims and costs required for rate stability.  Even with a moderation in the rate of increase in claims compared to 1996, serious pressures on ICBC’s finances remain, and are projected to become more difficult over the next three years unless additional actions are taken.



At the same time, public concerns were heightened during the public debate and remain. It is increasingly evident that the public remains quite unaware of the reasons for ICBC’s creation and the benefits of the present system.  These include the non-discriminatory premium pricing formula, universal coverage with both no-fault benefits and access to the tort system, local jobs, local control of the entire system, non-profit status, and ICBC’s ability to invest in safety and anti-crime initiatives. 



�Moreover, the present system has a number of built-in contradictions and vulnerabilities that threaten rate and financial stability:



Private sector competition, which became possible in 1976, is presenting a more significant financial impact as these firms target the best customers of ICBC.  The social policy mandates and pricing structures of  ICBC prevent a competitive response.

While ICBC’s Autoplan Fund faces frequent difficulties in trying to break even, ICBC “providers” of services to ICBC remain profitable.

Service “providers” benefit very directly from premium increases but lobby very strenuously in the political system against virtually any other changes to the system that sustains them.  Again, the private sector competition does not face this situation - they simply cut costs as they have no social mandate and no political lobby to confront.

By representing and protecting the at-fault motorist in the current adversarial system, ICBC places itself in conflict with many of its best, crash-free customers, reducing their support for, and consumer loyalty to, ICBC.  This aids the competition who will rarely be in a similar ‘conflict of interest’ position with their customers.



It is clear that action and leadership by government and ICBC is required if we are to motivate motorists to do their part in earning back the rate freeze, and similarly to motivate stakeholders to support measures which contribute to solving current financial difficulties.





ICBC’s KEY FINANCIAL STATISTICS



Since 1992, ICBC and government have done much to improve road safety and reduce claims costs, however, these actions have simply not been enough.  Since 1980 the major expense, Claims Incurred, has remained constant around 80% of all costs.  Since 1992, Administrative Expenses have decreased relative to other expense categories, while in recent years, significant expenditures in Traffic and Road Safety have increased. (See Year to Year Expense chart)



Bodily injury claims are the largest single component of claims costs representing more than 50 cents of every dollar spent on claims.  Consistently over 70% of the bodily injury claims and approximately 50% of the dollars paid out relate to soft tissue injuries.  This is best illustrated in the Pain and Suffering chart with the significant escalation in costs in the pain and suffering component relative to increases in wage loss claims and medical/rehabilitation costs.  Similarly, the Injuries Reported for 1996 chart demonstrates clearly that whiplash (soft tissue component) predominates the type of injury incurred in motor vehicle crashes by far with over 51,000 in 1996 with the next major category 5,700 (chest/shoulder injuries).



One of the greatest contributors to rising injury costs has been the increase in the number of personal injury claims per crash which increased by about 40% since 1985, with the big increases in the late 1980’s.  Statistics show that for every 100 property damage claims in 1987, there were 22.7 bodily injury claims.  By 1996, this had grown to 27.3 injury claims for every 100 property damage claims.  Bodily injury claims per insured vehicle are up 50% over the past ten years, compared to 8% for property damage.  Growth has historically been 7% per year after removing the effects of increases in the number of insured vehicles and inflation.



The large rate increases of 1992 (19%) and 1993 (9.5%) built adequate Rate Stabilization Reserves (funds held to prevent rate shock in poor claims years).  The rate increases of 1992 and 1993 took the Rate Stabilization Reserves from near depletion at just over $5 million in 1992 to over $345 million in 1995.  The continued rising crash and claim rates combined with the two year rate freeze of 1996 and 1997 will potentially eliminate the 1996 year-end reserve of $210 million or in early 1998.



By 1996 ICBC recorded an all-time record number of claims exceeding 1995’s total by 99,672 claims (11.7%) while the average cost increased by 3.6% over 1995.  The major factor behind the cost escalation is injury claims.



Although ICBC recognizes that forecasting a year-end profit or loss is not an exact science given that the number and costs of crashes/crimes are based on the behaviour of motorists and the public, ICBC is using a 1997 loss projection of $150 million for purposes of estimating future rates and to provide a base on which to forecast potential savings from current or potential new savings initiatives.



Potential year-end adjustments to claims incurred may affect the loss for 1997.  It should be noted that when ICBC estimated the potential loss for 1997 in mid-1996, the estimates did not include:

savings from safety programs which were planned but not yet fully implemented

a potential reduction from the escalating claims trends of 1996 as no evidence was available that the upward trends would abate in 1997.



Notwithstanding claims made by opponents of product change during the public discussion of ways of controlling costs, ICBC only maintains sufficient funds to pay all known and expected claims.  There are no hidden reserves which can be used to avoid rate increases.  At year-end December 31, 1996, the reserves amounted to $4.9 billion of which $3.7 billion was earmarked for unpaid claims and $1.0 billion represented unearned premiums (refundable dollars if policies are cancelled before the expiry date).  The balance is required for other operating liabilities.

�The attached Total Claims Incurred graph shows the relationship between the original estimates and the subsequent final figure once all of the claims for that year are settled   (7 -10 years later in litigated bodily injury claims).  The relationship has been remarkably close given the many uncertainties contained in the original estimates.
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�THE LONG TERM CLAIMS COST TREND



As the Year over Year Claims Cost Trends graph demonstrates, there are considerable year to year fluctuations in the line depicting claims costs.  However, the long-term trend is ever upward. This represents the continuing challenge to rate and financial stability.  The graph also depicts rate increases in recent years and, while claims costs and rate increases do not depict a direct relationship on an annual basis, over time the rates have increased an average of 8.4% per year, while claims costs have increased an average of 9.4% per year.  To some extent both figures distort the historical “norm” because of a few years of unusually high inflation rates.  Today, the “norm” for claims cost trends is considered to be 7.2%.  To return to rate increases of this sort is very difficult in the current environment. However, claims costs are continuing to rise at historical rates, so action must be taken to ensure both  rate and financial viability.



The attached graph “Recent Historical Claims Growth Rate” illustrates the claims trends in other jurisdictions for comparative purposes.  Again, while it is important to recognize the often erratic shifts on a year-to-year basis, the more significant factor is the long-term average trend.  It is this number which is constantly rising in BC and elsewhere and that is the dynamic element in the discussion of future actions and strategies.  The problem of increased claims costs for auto insurance is not confined to BC or to ICBC.  All jurisdictions and insurers are dealing with similar claims trends.



The current ICBC actuarial projection (supported by independent actuaries) is for an increase in claims costs per policy of 5.8% in 1998, 5.6% in 1999 and a return to the more “normal” historic level of 7.2% in 2000. Although rates are not being recommended for the years 1999 or 2000, hypothetical financial scenarios are shown in the Options section to the year 2000 for illustrative purposes and are based upon these actuarial assumptions. (Note: Actuarial trends tend to err on the conservative side.)



It is extremely important to note that the actuaries are very reluctant to forecast beyond one year out, so the assumptions for 1999 and 2000 rely very heavily on the historic experience of the past few years.  If the somewhat downward trend of cost increases (but not in costs) experienced in 1997 occurs in 1998 and 1999 as projected, then the forecasts for the year 2000 and beyond will be amended to reflect that. 



The forecast for 1998 also includes econometric analysis that is based upon analysis and forecasts received from provincial agencies.  In order to meet the standards of ICBC’s external actuarial review process, the anticipated benefits of the Six-Point Program are not reflected in the trend line forecasts, but are instead factored directly into forecast of financial results (see Options section).



�ICBC’s RATES



The Year over Year Claims Cost Changes graph illustrates the pattern of claims cost and rate increases. The erratic nature of  rate increases and the perception of interference in that process appears to be of some concern to the public.  But more important is the absolute cost, with the average annual premium being close to $900.



While it is difficult or impossible to accurately compare “apples to apples” because of the differences in coverages and legal systems, the following give some illustration of how BC compares to other jurisdictions.  While this is a useful and important comparison, it should be noted that the public opinion research to date indicates that most British Columbians still believe that they pay significantly more than they would in other provinces. 



For example, in the Toronto area, drivers pay $1,794 in yearly insurance premiums for a typical 1997 Ford Taurus 4-door sedan, based on third party liability (up to $1,000,000 coverage), comprehensive ($100 deductible), and collision ($250 deductible).  In Vancouver, the ICBC premium would be $1,434.



The following chart provides cross-Canada comparisons:





Location�Annual Vehicle Insurance

��Toronto�$1,794��Montreal�1,759��St. John’s NF�1,677��Calgary�1,482��Edmonton�1,482��Vancouver�1,434��Ottawa�1,236��Halifax�1,209��Moncton�1,126��Winnipeg�871��Charlottetown�786��Regina�774��

Source: Runzheimer Canada, Inc., September, 1997.

Other examples are in the Appendix One.



Note:	Rates in jurisdictions such as the prairies are lower based on lower crash rates per capita and less litigious claimants and differing systems of insurance.

�ICBC AND THE PUBLIC



Recent public opinion research reports clearly indicate that the overwhelming public concern regarding ICBC is rates. As one would expect, there is minority support for a rate increase.  There is, however, a strong expectation of an increase, with the majority of respondents expecting an increase of 5% or less.  They will certainly also expect a full explanation for any increase, tied to crashes and claims costs.



A second major concern is the perception that ICBC’s finances are manipulated by government to assist government (ICBC as “cash cow”). There is a high degree of support for all aspects of traffic safety efforts, but for the public, there is little, if any linkage between traffic safety and their premiums.  There is no sense of public ownership of ICBC and no sense of personal responsibility for ICBC rates - it’s either the fault of government, ICBC, or “bad” drivers. (It is important to remember that most accidents are caused by drivers with relatively “good” records - even if we took all of them off of the road, there are not enough “bad” drivers to fix the problem.) As well, the public is supportive of efforts to cut fraud, abuse, and “overcompensation” of “people with temporary, minor injuries like whiplash”.



There is broad support for the owned-in-BC, non-profit status of ICBC and for its traffic safety role.  The research clearly shows that the direct link between crashes and premium rates is instinctively accepted by drivers and can be developed much further (see Communications Plan).



�3.	OPTIONS FOR RATE STABILITY AND FINANCIAL VIABILITY



The following options offer different combinations of two of the key elements requiring decision: premium rates and cost reduction initiatives.  Through these hypothetical combinations, it is possible to see how rates and cost savings can be proportioned to achieve a given financial outcome.



The extremes of a solution based totally upon rate increases and a solution based totally upon savings initiatives are included as a further illustration of the need to examine how combinations can be structured to avoid the extremes and at the same time, tackle the root causes of the current financial challenges.  Therefore, most of the combinations of rate increases and savings initiatives present are in between these extremes.



Each group of initiatives is outlined, and then financial scenarios are presented that include hypothetical rate increases.  The scenarios are all based upon the following assumptions:  per customer cost increases of 5.8% in 1998, 5.6% in 1999 and 7.2% in 2000; and 75% achievement of the savings projected in the initiatives and the Six-Point Plan.





A)	SAVINGS INITIATIVE OPTIONS



ICBC has developed a number of new cost savings and revenue initiatives.  The most viable initiatives have been separated into a Base Initiative Group and three Initiative Option Groups.



The options progress from initiatives with lower new revenue/savings returns and fewer impacts on government, ICBC’s strategic partners and stakeholders in Option One, to those with considerable new revenue/savings returns and impacts in Option Three.  Each option includes the initiatives included in the preceding options (i.e. Option One includes the initiatives from the Base Initiative Group, Option Two includes the initiatives from Option One and the Base Initiative Group, and Option Three includes all the initiatives).  All of the resulting financial scenarios discount the net benefits by 25%. 



For purposes of illustration, each option includes a hypothetical premium income increase of 3.5% overall for 1998.  Rate options are discussed separately.  With each option, the attached graphs will illustrate at least two potential financial scenarios: one with a rate increase of 3.5% in 1998, 1999 and 2000; and one with a rate increase of 3.5% in 1998, and no increases in 1999 and 2000.  Other scenarios are included to illustrate more extreme combinations: reliance upon just rate increases, or just savings initiatives.



�While there are substantial savings projected in these options, they also require new investments. The following figures are projections based upon every initiative identified being put into place.  If not all of the initiatives are pursued, then all of those totals would be decreased accordingly.  Capital costs are projected to total $10 million, to be depreciated over a period of years.  The operating budget will be increased by              $85 million over three years and an increase of 133 in average annual staff level would be required.



The following are brief outlines of the Base Initiative Group and the three options, along with brief descriptions of the major initiatives included in each.  (Note: a summary of each individual initiative is provided in Appendix Two.)



Base Initiative Group



The Base Initiative Group combines a number of operational and other initiatives that would provide a total of $36 million in net benefits in 1998, $56 million in 1999, and  $61 million in 2000.



The majority of the initiatives in the base group are operational in nature and have little potential impact on government and ICBC’s strategic partners and stakeholders.  The remaining initiatives have generally minimal or manageable impacts on government and ICBC’s strategic partners and stakeholders, some of whom will undoubtedly lobby for the status quo. ICBC would want to implement these initiatives, given their minimal impacts, regardless of the initiative option group selected.  ICBC would do so following appropriate consultations with the Minister responsible for ICBC, the Ministry of the Attorney General, Crown Corporations Secretariat, and other involved ministries, strategic partners and stakeholders as necessary.



The following is a summary of the initiatives included in the Base Initiative Group:



Road Safety:

advancing the scheduled increase in police road check enforcement;

using drone radar to decrease the effectiveness of radar detectors used by speeding drivers to evade police.



Insurance Product:

5% driver penalty point premium increase.

(Note: this was to be implemented Jan. 1, 1998 as part of the Six Point Program but          

has been held pending this discussion).



Bodily Injury Claims:

reinforcing the 1992 enhanced minimal/no damage program (“no crash, no cash”).



�Material Damage Claims:

increasing recycled parts utilization;

airbag dismantling and reuse;

increasing the windshield discount;

alternate transportation program (in progress).



Collections:

increasing the vehicle damage information search charge by five dollars.



Operational Improvements:

task-based billing/litigation management system;

claims operational improvements (list is attached in Appendix Two).



Benefits:

Reduced claims handling and settlement costs.



Concerns:

Some negative reaction from suppliers, stakeholders, and customers.

�Option One



Option One combines the Base Initiative Group with six additional initiatives that would provide a total of $73 million in net benefits in 1998, $80 million in 1999, and $86 million in 2000.



Of the three option groups, Option One initiatives have fewer and more manageable impacts on government and ICBC’s strategic partners and stakeholders, with three possibly requiring minor legislative amendments.



The initiative with the highest potential return in this option is an increase in the number of photo radar cameras deployed from the present 30 to 45. Option One also includes a suite of initiatives designed to reduce litigation costs.



The following is a summary of the initiatives included in Option One:



Road Safety:

increasing the number of photo radar cameras deployed to 45 and efforts towards more effective deployment strategies.



Insurance Product:

10% driver penalty point premium increase.



Collections:

advancing the schedule for having violation tickets served by registered mail rather than in person by process servers.



Litigation Cost Reduction/ Legal Resource:

selected counsel model expansion;

changing the requirements that lead plaintiff counsel to needlessly issue Part 7 writs;

establishing a legal action unit for the province.



Benefits:

Includes deterrents to bad driving behaviours that cause crashes and increase claims and claims costs;

Requires only minor legislation amendments;

Generally minor and/or manageable impacts on government, ICBC’s strategic partners and stakeholders;

Builds on successful programs;

Includes initiatives that will lead to: litigation cost reductions and reduced demands on court registries and the courts.



�Concerns:

Photo radar expansion and increase in driver penalty point premiums could generate negative public reaction and be viewed as “cash grab”;

Further concerns over the “fairness code” could develop depending on changes in photo radar deployment strategies;

Mailed violations initiative could cause legal challenges that “due process” was not followed (Alberta presently uses mailed violations successfully);

Litigation cost reductions may lead to outside counsel reacting to slightly reduced revenues.





�Option Two



Option Two combines the Base Initiative Group, the Option One initiatives, eight additional initiatives, and receiving recovery from the Consolidated Revenue Fund for Licensing and Compliance operating costs, and would provide a total of $201 million in net benefits in 1998, $279 million in 1999, and $278 million in 2000.



The initiative with the highest potential return in this option is the soft tissue quantum assessment initiative.  This initiative would involve clearly and objectively defining specific degrees of injury (e.g. “sore neck”, “whiplash”, etc.), and setting strict limits on the amount of compensation to be awarded for each degree of injury. In settling soft tissue injury claims, ICBC would be able to offer claimants only up to the limit available for their specific injury.  The amounts would not be increased for claimants who have legal representation.  Limits would be strictly adhered to, especially in represented claims, in order to avoid extended negotiations with claimants and their lawyers. This initiative reinforces the “firm and fair” approach successfully implemented in 1992.



It is essential that this initiative be augmented with two legal resource initiatives:  increasing the use of in-house counsel and transfer of the primary control of the management of outside counsel firms from the Attorney General to ICBC.  The latter two changes are required in order to bolster our ability to effectively defend on claims and  thereby manage the increased pressures on legal resources and the courts from implementing the soft tissue quantum assessment initiative.



Option Two also includes an increase in the number of photo radar cameras deployed from the present 30 to 70, and the creation of special constable positions to operate photo radar cameras.  Using special constables would free-up police officers in order to significantly expand the drinking driving road check program.  Together, these two initiatives would strengthen the enforcement of speeding and drunk driving laws and would aid in the reduction of the crash rate leading to ICBC cost savings.



Another Option Two initiative is the use of evidence-based medical payment policies.  Many of the medical interventions ICBC currently funds have no clearly proven medical basis.  This initiative would define payment parameters based on the best available medical evidence and implement payment policies and defence strategies to reinforce the policies.  In implementing this initiative, ICBC would be following the lead of other organizations in curtailing the use of therapies that often cannot be proven to be effective.



The following is a summary of the initiatives included in Option Two:



Road Safety:

increasing the number of photo radar cameras deployed to 70;

creating special constable positions to operate photo radar;

further advancing the scheduled increase in police road check enforcement.

�Insurance Product:

50% driver penalty point premium increase.



Bodily Injury Claims:

soft tissue quantum assessment;

evidence-based medical policies.



Litigation Cost Reduction/ Legal Resource:

increasing the use of in-house counsel;

transferring the primary control of the management of outside counsel firms from the Attorney General to ICBC;

night court for traffic offences.



Other:

receiving recovery from the Consolidated Revenue Fund for Licensing and Compliance operating costs.



Benefits:

In addition to those noted in Option One:

Soft tissue quantum assessment initiative:

could generate public support for reducing non-economic claims costs for minor temporary injuries.

could avoid extensive litigation.

could reduce the number of claims for relatively minor injuries.

would remove many of the inequities among settlements for similar injuries;

would be strongly supported by the medical community;

Use of special constables decreases operating costs of photo radar while freeing-up fully trained officers for other duties; 

Regulations and training packages for special constables are already in place;

Legal resource initiatives create many opportunities for control of claims and legal costs, while increasing the efficient and effective allocation of legal expertise.



Concerns:

In addition to those noted in Option One;

Soft tissue quantum assessment initiative:

could cause increased pressure and costs on the courts, particularly during a transition period, until new compensation levels become established through new court settlements and compensating legal processes are in place;

could undermine other government and ICBC programs to reduce pressures on the courts and legal costs, such as ADR, by causing more claimants to seek legal counsel and settle their claims in court;

the media, trial lawyers, and public interest groups, such as the Coalition Against No-Fault, will likely oppose the move as a step towards a no-fault insurance scheme, and a “cash grab”; and,

trial lawyers will likely lobby actively against this initiative, as they could lose profitable business helping to settle smaller claims;

Legal resource initiatives could cause some negative reaction from trial lawyers over workload reduction and perception that ICBC may favour certain outside counsel;

Evidence-based medical payment policies initiative could be characterized by affected groups (such as massage therapists, acupuncturists, homeopathic therapists, etc.) as an attack on some aspects of health care and on their livelihoods.



�Option Three



Option Three combines all the previous initiatives with five additional initiatives and would provide a total of $277 million in net benefits in 1998, $358 million in 1999, and $360 million in 2000. 



The initiative with the highest potential return in this option is the crash responsibility charge initiative.  This action could contribute to the payment of bodily injury general damages (“pain and suffering”) which comprise about 47% of claims payments and constitute the largest single head of damage. In addition, a crash responsibility charge (CRC) on drivers would produce significant financial benefits and could possibly help to reapportion funds to areas of economic loss.



Significant returns could also be realized from lowering the driver penalty point premium threshold from 4 points to 3, right-pricing optional coverages, and eliminating hit and run property damage coverage from the basic coverage package.



The following is a summary of the initiatives included in Option Three:



Crime and Fraud Prevention:

mandatory immobilizer regulation.



Insurance Product:

lowering the driver penalty point premium threshold from 4 points to 3;

right-pricing optional coverages;

eliminating hit and run property damage coverage from the basic coverage package.



Bodily Injury Claims:

bodily injury crash responsibility charge.



Benefits:

In addition to those noted in Options One and Two:

Bodily Injury Responsibility Charge initiative:

could significantly reduce claims costs for ICBC;

may generate public support for reducing claims costs and for discouraging frivolous or minor injury claims; and,

supports the Six-Point Program by placing more financial burden on at-fault vehicle drivers.

“Right pricing” initiative will greatly reduce the loss of best drivers to private insurance, and will mean that best drivers will stop subsidizing the insurance of poor risks;

DPPP threshold initiative supports the Six-Point Program by placing more financial burden on drivers who choose to disobey traffic safety laws and rules;

Mandatory immobilizer initiative would reduce theft of new vehicles and contents, thereby reducing claims costs.



Concerns:

In addition to those noted in Options One and Two:

DPPP threshold and Bodily Injury Responsibility Charge initiative will likely be characterized as a “cash grab” and generally unfair from an “insurance policy” perspective;

DPPP threshold initiative:

could be too restrictive for some vehicle owners with limited financial means;

police may be reluctant to issue violation tickets for relatively minor offences.

Bodily Injury Responsibility Charge initiative:

many people may be reluctant to pay the bodily injury crash responsibility charge, because of the subjective nature of soft-tissue injuries, which comprise the majority of bodily injury claims (72%) and because the claim is often not settled for years;

new charge could be unaffordable for many individuals;

may encourage claimants to seek legal representation, which will increase legal costs and pressures on the courts;

may undermine other programs aimed at reducing legal costs and court pressures, such as the ADR processes currently being implemented; and,

could slow down claim settlements, resulting in a higher number of claims pending and thus an increase in overall workload for ICBC.

“Right pricing” initiative could lead to particularly large premium increases for some vehicle owners if there are a number of factors affecting their coverage (e.g., age, high-risk vehicle, or regional increase);

Mandatory immobilizer initiative would increase cost for auto dealers, and in turn consumers, by about $300 to $400 per vehicle.

�B)	RATE OPTIONS



In 1996 and in 1997, the gap between income and claims costs has meant operating losses. As noted, a combination of savings initiatives and an increase in premium income is judged to be the best way to close this gap.



There are four options for structuring a potential 3.5% rate increase:

a flat 3.5% increase

3.5% total premium increase, with adjustments for region and vehicle

a flat increase, with regional and vehicle adjustments later

a combination of % increase with gas tax.



The first three options are discussed in this submission (#3 in context of 1 and 2) and “Who pays More/Less” charts for the province as a whole are included for reference.  (Similar charts by rate territory are included in the Appendix).



The Board would like some consideration given to option 4.  This combination would incorporate the concept of people paying for auto insurance partially at the gas pump in order to have a portion of the premium linked to the amount a vehicle is driven.  This would allow a reduction in the basic compulsory coverage and would be revenue neutral.





Option One:	A ÔFlatÕ 3.5%



To avoid potential controversy arising from variations in individualsÕ premium changes, a 3.5% goal could be reached by simply increasing everyoneÕs premium by that amount.  Regional and vehicle type pricing variations that have become more significant during the rate freeze of 1996 and 1997 would not be addressed at this time, but potentially in a separate mid-year announcement.  The attached chart shows how many motorists pay more and how many pay less, in dollar and in percentage terms, under this option.



Motorists who have had, or will have, an at fault crash in their current renewal period would obviously face a larger increase (see chart) as they lose safe driving discounts.  Conversely, those earning back that discount would see a decrease.  There are always hundreds of thousands of individuals ‘in motion’ on the Claims-Rated Scale, so any ÔflatÕ premium change does not freeze these CRS movements.  This factor is unavoidable to maintain the integrity of the safe driving discount system but it does make the simple, ‘flat’ structure somewhat less simple.

�

��Who Pays More and Who Pays Less         ������3.5% Flat Increase; Total Province�������������Total�����Total�Vehicles�����Claims�with�����Free�New�Total���Annual Dollar Change�Vehicles�Claims�Vehicles���More than $800�              1 �      19,202 �      19,204 ���Between $500 and $800�             -   �      23,071 �      23,071 ���Between $250 and $500�           186 �      15,590 �      15,776 ���Between $150 and $250�        1,684 �        2,918 �        4,602 ���Between $100 and $150�        3,296 �      16,441 �      19,737 ���Between $70 and $100�        4,511 �      14,855 �      19,366 ���Between $50 and $70�      59,204 �        9,922 �      69,126 ��Increase�Between $30 and $50�     841,696 �        5,343 �     847,040 ���Between $15 and $30�     860,155 �           427 �     860,582 ���Between $1 and $15�     100,925 �             54 �     100,979 ��---------------�Between ($1) and $1�     209,214 �             -   �     209,214 ���Between ($15) and ($1)�      15,711 �             -   �      15,711 ���Between ($30) and ($15)�      21,777 �             -   �      21,777 ��Decrease�Between ($50) and ($30)�      30,384 �             -   �      30,384 ���Between ($150) and ($50)�     166,686 �             -   �     166,686 ���Better than ($150)�      71,616 �             -   �      71,616 ���Total�  2,387,046 �     107,824 �  2,494,867 �����������Total�����Total�Vehicles�����Claims�with�����Free�New�Total���Annual Percentage Change�Vehicles�Claims�Vehicles���More then 15%�             -   �      58,052 �      58,052 ���Between 10% and 15%�             -   �      32,036 �      32,036 ���Between 5% and 10%�        2,021 �      17,734 �      19,756 ��Increase�Between 3% and 5%�  2,062,887 �             -   �  2,062,887 ���Between 2% and 3%�      15,286 �             -   �      15,286 ���Between 1% and 2%�           675 �             -   �           675 ��---------------�Between (1%) and 1%�              3 �             -   �              3 ���Between (2%) and (1%)�      14,725 �             -   �      14,725 ���Between (3%) and (2%)�      19,555 �             -   �      19,555 ��Decrease�Between (5%) and (3%)�      39,182 �             -   �      39,182 ���Between (10%) and (5%)�     155,015 �             -   �     155,015 ���Between (15%) and (10%)�      77,696 �             -   �      77,696 ���Better than (15%)�             -   �             -   �             -   ���Total�  2,387,046 �     107,823 �  2,494,867 ���Benefits:



an additional $88 millions would be generated in premium income in 1998.

the ÔflatÕ model is somewhat simpler and therefore potentially less controversial in that there will be no ÔanomaliesÕ except for those affected by changes by the Claims Rated Scale, which is quite well understood and generally supported by the public.



Concerns:



regions which are either overpriced or underpriced based on crash rates and claims experience will remain so and these problems will increase.  As the differences become greater over time it becomes more and more difficult to bring in the required adjustments as it would mean double digit premium increases and/or decreases.  

residents of regions who have had fewer crashes or “better risk” vehicles may object that they are subsidizing othersÕ poor driving habits or “high risk” vehicles.

unless there was a second, mid-year premium announcement (which could be revenue neutral) this option would somewhat undercut the proposed communications strategy that stresses the direct link between crashes, premium rates and individual responsibility.  The more that regional and vehicle premiums are out of line with crash  and claims experience, the less direct that link becomes.

while a second announcement could be revenue neutral, the changes in vehicle ratings should not be in terms of good premium policy as the decreases warranted were already instituted in September 1996 to deal with private sector competition and as part of implementing the rate freeze; so the increases warranted by vehicle risk are already two years out of sync with the decreases.

even if the announcement was to be revenue neutral, those who face increases due to regional or vehicle type would probably dominate the public debate, with those receiving premium decreases remaining silent or ignored by the mass media.  There may be those who characterize this as “two ICBC rate hikes in one year” and Òanother cash grabÓ, ignoring the fairness involved in linking premiums to experience-based risk assessment.





Option Two:	3.5% overall with regional and vehicle adjustments



The second option would be to increase total premium income by 3.5% but include within that change limited regional and vehicle adjustments that would move closer to Òright pricingÓ.  This can be done with caps, so that of 2.4 million motorists without new at-fault claims, 1.7 million would have premium changes between a 5% increase and a 1% decrease and about 375,000 would see decreases larger than 1%.  About 308,000 claim-free individuals would be in the 5-10% increase category.  (See chart).  The caps mean that regional adjustments would be held to +/- 3%, the vehicle adjustments to a change of one rate group and the overall increase for claim-free vehicles to 10%.

�

����Who Pays More and Who Pays Less         ������3.5% Overall Increase; Total Province������Includes Territorial, Rate Class and Vehicle Adjustments�������Total�����Total�Vehicles�����Claims�with�����Free�New�Total���Annual Dollar Change�Vehicles�Claims�Vehicles���More than $800�             -   �      18,836 �      18,836 ���Between $500 and $800�              1 �      22,340 �      22,342 ���Between $250 and $500�           948 �      16,276 �      17,224 ���Between $150 and $250�        3,562 �        4,947 �        8,509 ���Between $100 and $150�      20,954 �        9,732 �      30,686 ���Between $70 and $100�      97,515 �      14,020 �     111,535 ���Between $50 and $70�     134,338 �      10,383 �     144,721 ��Increase�Between $30 and $50�     306,656 �        8,583 �     315,240 ���Between $15 and $30�     512,785 �        2,566 �     515,351 ���Between $1 and $15�     507,086 �           138 �     507,224 ��---------------�Between ($1) and $1�     302,267 �             -   �     302,267 ���Between ($15) and ($1)�     175,231 �             -   �     175,231 ���Between ($30) and ($15)�      54,141 �             -   �      54,141 ��Decrease�Between ($50) and ($30)�      19,188 �             -   �      19,188 ���Between ($150) and ($50)�     168,384 �             -   �     168,384 ���Better than ($150)�      83,990 �             -   �      83,990 ���Total�  2,387,046 �     107,821 �  2,494,867 �����������Total�����Total�Vehicles�����Claims�with�����Free�New�Total���Annual Percentage Change�Vehicles�Claims�Vehicles���More then 15%�              3 �      60,216 �      60,219 ���Between 10% and 15%�        2,711 �      14,756 �      17,466 ���Between 5% and 10%�     305,174 �      31,668 �     336,841 ��Increase�Between 3% and 5%�     570,254 �        1,180 �     571,434 ���Between 2% and 3%�     233,110 �              1 �     233,112 ���Between 1% and 2%�     287,767 �             -   �     287,767 ��---------------�Between (1%) and 1%�     613,463 �             -   �     613,463 ���Between (2%) and (1%)�      62,733 �             -   �      62,733 ���Between (3%) and (2%)�      32,340 �             -   �      32,340 ��Decrease�Between (5%) and (3%)�      34,303 �             -   �      34,303 ���Between (10%) and (5%)�     131,719 �             -   �     131,719 ���Between (15%) and (10%)�     105,978 �             -   �     105,978 ���Better than (15%)�        7,492 �             -   �        7,492 ���Total�  2,387,046 �     107,823 �  2,494,867 ���Benefits:



an additional $88 millions would be generated in premium income in 1998.

regional and vehicle type adjustments included within the overall premium increase would restore more fairness to the system and prevent this problem from getting worse and therefore harder to remedy in future years. This also allows ICBC to meet the competition more effectively.

individual motorists who are currently “overpriced” would see minimal increases or, in hundreds of thousands of cases, decreases in their premiums.

there would be no need for a second, mid-year rate adjustment announcement, which        could well be controversial even if it was revenue neutral; those facing increases would likely be quite vocal, while those receiving decreases would likely be silent.



Concerns:



those motorists receiving an increase greater than 3.5% may react negatively, and the greater the increase, the more vocal that reaction may become; at the same time, those with decreases will not have a high media profile.

while the 3.5% premium income increase would be communicated as that, not as an “average increase of 3.5%”, it will be very difficult to get the media to stay with our description, rather than focusing on the “average”.

this option is more complicated because of the mix of revenue and policy factors that restore fairness  - and these complexities make public discussion and understanding more difficult.



�4.	FINANCIAL MANAGEMENT CONSIDERATIONS



ICBC recorded an operating loss of $135 million in 1996 and is projecting a further loss of $150 million in 1997, with claims costs outstripping revenues.  With that financial dynamic and in the current context of public concerns about taxes and ICBC premiums, the three decision areas are centered upon rates, savings initiatives, and overall ICBC repositioning.  The financial management considerations affect all three of these key decisions.



The following table summarizes the financial scenarios presented in the previous section:





Option�% Rate Increases

(1998, 1999, 2000)�1998 Surplus/(Deficit)�Accumulated Surplus/(Deficit)

to Dec. 31, 2000��Base Case (no major new initiatives)�0.0, 0.0, 0.0�($184) Million�($873) Million��Base Case (no major new initiatives)�3.5, 0.0, 0.0�($142) Million�($662) Million��Base Case (no major new initiatives)�3.5, 3.5, 3.5�($143) Million�($488) Million��Base Case (no major new initiatives)�8.0, 7.5, 7.5�($89) Million�($2) Million��Option One�3.5, 0.0, 0.0�($115) Million�($598) Million��Option One�3.5, 3.5, 3.5�($115) Million�($424) Million��Option One�7.5, 7.5, 7.5�($67) Million�$34 Million��Option Two�0.0, 0.0, 0.0�($61) Million�($413) Million��Option Two�3.5, 0.0, 0.0�($19) Million�($202) Million��Option Two�3.5, 3.5, 3.5�($19) Million�($28) Million��Option Three�0.0, 0.0, 0.0�($4) Million�$(236) Million��Option Three�3.5, 0.0, 0.0�$37 Million�$(25) Million��Option Three�3.5, 3.5, 3.5�$37 Million�$149 Million��



Discussion



As the chart illustrates, each succeeding option with stronger initiatives provides increasing financial benefit. For discussion purposes, the two charts assume a 3.5% increase in premium income in each of the next three years and secondly, a 3.5% in 1998 and no increases in 1999 and 2000.  It is important to again note that the actuarial assumptions for 1999 and 2000 are just that - not analytical forecasts as is offered for 1998 (see p.3) - and are an important component of the financial scenarios.



Option One results in a loss projected for 1998 similar to that experienced in 1996 or 1997 as a result of the savings initiatives and 3.5% increases in three years.  The projected $150 million loss, combined with similar or larger losses in succeeding years would mean a need for even larger rate increases or much stronger savings initiatives in succeeding years.  With no increases in 1999 and 2000, an even more significant cumulative deficit would result by December 31, 2000. 



Option Two, with three annual 3.5% premium increases, results in a small operating deficit in 1998, growing into a small surplus 1999 and then declining in 2000, based upon the current actuarial assumption.  At the end of the year 2000, the Rate Stabilization Fund would have a small deficit of $28 million.  If there were no premium increases in 1999 and 2000, there would be a small reserve in 1999, but an operating loss of $229 million in 2000, and it would result in an accumulated deficit of $202 million at the end of 2000.

 

Option Three, with an even stronger group of savings initiatives, and the same 3.5% rate increase would result in operating surplus’ in 1998 and 1999, a small loss in 2000 of $36 million and a surplus in the Rate Stabilization Fund of $149 million at the end of 2000.  With no premium increases in 1999 and 2000, there would be an operating loss of  $167 million in 2000, leaving a deficit of $25 million.



In summary, the financial results range from quite bleak in Option One to very positive in Option Three, reflecting the potential mix of savings initiatives and premium increases.  





5.	LEGISLATIVE AND LEGAL CONSIDERATIONS

  

There are a number of initiatives which will require legislative or regulatory drafting.



Most of the initiatives within the Base group will be achievable through administrative changes or with changes to Insurance (Motor Vehicle) Act Regulations.



Option One will require the following drafting: increasing Driver Penalty Point Premiums and Part 7 Writ will require changes to Regulations; Mailed Photo Radar Violations will require a change to both the Motor Vehicle Act and the Offence Act.  Further, Mailed Photo Radar tickets involve a significant number of legal issues which will need to be resolved, including issues around the Charter and regarding due process.



Option Two initiatives will require very few regulation or legislation changes.  The transfer of management of outside counsel may require a change to the Attorney General Act.  The Night Court initiative is a new concept  whereby ICBC funding to the Ministry of the Attorney General would support night courts dedicated to traffic offenses.  The benefits would be two-fold: a quicker and more effective deterrent to violators; and a reduction in the regular court backlog.  Significant consultation with the Ministry of the Attorney General would be required, and the Ministry would carry full responsibility for implementation, with ICBC playing no role in the administration of the justice system.



�Option Three initiatives will require a number of changes to the Insurance (Motor Vehicle) Act Regulations, as well as legislative changes, as follows: Eliminating Hit and Run Coverage requires a change to the Insurance (Motor Vehicle) Act; Mandatory Immobilizers will require a change to the Insurance (Motor Vehicle) Act, and may also require a change to the Motor Vehicle Act.  The introduction of the Bodily Injury Responsibility Charge will require a regulation change, but may also involve a change to the Insurance (Motor Vehicle) Act if a driver nomination process is provided.





6.	INTER-MINISTRY CONSULTATIONS



Most of the initiatives will require significant consultation with the Ministry of Attorney General, particularly those which might impact the police or the courts.  



Other initiatives will also require consultation:

Evidence-Based Medical Payment will require significant consultation with Ministry of Health, Medical Services Plan, and Workers’ Compensation Board.  

Lowering the Driver Penalty Point Premium Threshold will require significant   consultation with the Office of the Superintendent of Motor Vehicles.





7.	PUBLIC/STAKEHOLDERS RESPONSE



A)  RATES:



The options contain initiatives in which the gains are proportional to the likely reactions and controversy.  It is assumed throughout that somewhat controversial policy initiatives are preferred to even larger rate increases now and/or in coming years.  Recent public opinion research shows a strong desire for a continued rate freeze or reductions but also a recognition that a moderate rate increase is likely.  That means that any rate increase must be accompanied by a credible explanation of why it is necessary - in this case, rising claims costs that exceed revenues, driven by an increasing number of accidents.



The research also indicates that while people have a latent understanding of the link between accidents and rates, their understanding of that linkage is undeveloped.  To reduce negative public response, the rate announcement must be used to more closely link accidents, rates, and individuals’ roles in the ultimate rate requirements.  As this objective has not previously been tackled directly, negative reaction should still be anticipated and may be deepened somewhat by BC Ferries’ rate increases and continuing discussion of overall government finances. This should be tempered somewhat by the expectation of a moderate rate increase.



�Dependent upon Cabinet’s decision on the structure of any rate increase, attention may also have to be given in all communications about the difference between “average” rate increase and specific increases and decreases for individuals and regions.  If a rate increase includes the rebalancing by regions and vehicle types (with caps on maximum changes), then more people will either be under or over the average percentage increase.  The rebalancing brings greater fairness and prevents the current problems from getting worse - and therefore harder to address in the future - but it also brings this communication challenge. The recommended course of action if rebalancing is done is to emphasize that this is an overall premium increase, that there will be reductions for some, greater increases for others - all to make the system more fair.





�B)  POLICY INITIATIVES:



This submission outlines what is thought to be public and stakeholder response to these potential savings initiatives.  However, only preliminary consultations have been done for a limited number of these submissions.  More in depth policy work is required on many prior to the more substantive consultations that would follow a Cabinet decision to proceed with specific initiatives.



i)  Base Case 



In the base case option, it is likely that strong reactions will be limited to quite small groups of either stakeholders or customers.  The strengthening of the “no crash, no cash” policy will continue to attract criticism from plaintiff lawyers.  The proposed payment of GST on actual replacement vehicles in total loss situations, the alternate transportation  program, and others that directly suppress claims pay-outs and costs may attract criticism from those who will be receiving less revenues but are unlikely to become large scale public issues. In total, the base case initiatives are likely to be well accepted on a mass level, with manageable reactions from smaller groups of customers, stakeholders, and suppliers.



ii) Option One



The most controversial initiative in Option One is the expansion of photo radar with possible adverse perceptions regarding the so-called “fairness code”.  Research has shown high support for photo radar but it remains controversial because of media coverage that has highlighted the ‘cash grab’ arguments.  The safety/accident reduction perspectives are popular and should be the focus in any expansion announcement and continuing public discussion. Recent public opinion research indicates support for a “tough” safety program to save lives and keep rates affordable, even if that means “some inconveniences like more checkstops and even tickets” (90%).



The other initiatives in Option One are similar to the base case: a small but sometimes influential group of suppliers and stakeholders, including lawyers, will likely object to changes that reduce their revenues but these complaints should be manageable, given the mass public view that costs must be cut and safety strongly promoted.



iii) Option Two



Again, the significant expansion of photo radar is a key and controversial component of this option, with possible adverse perceptions regarding the so-called “fairness code”.  As well, this option includes the replacement of police officers staffing the cameras by Special Constables so as to allow police to advance the impaired driving Roadcheck program with substantial gains projected.  Clearly, this must be implemented very carefully with the support of the Ministry of the Attorney General and with the police.  If their support is clear, the public and media reaction should be minimal.  This would be assisted by emphasizing the Roadcheck program as the rationale for the switch to Special Constables.



Taken together, the large scale expansion of photo radar, drinking/driving Roadcheck, higher Driver Penalty Point assessments, possible night traffic courts and other safety-related measures will send very strong and often controversial signals that the government and ICBC are very serious about traffic safety and related law enforcement.  Research indicates strong support for strong measures.  But negative reaction will mean controversy as well that will require active, coordinated and strategic communication in response during the coming months.  In many ways, the combination of these initiatives moves into broad behaviour modification.  The gains are lives saved, injuries prevented, and ICBC rate stability.  The difficulties arise as people will feel pressured by law enforcement to change their driving habits and personal behaviours on the road.



The other major focus of Option Two is the scaling down of claims payments for temporary soft tissues injuries, in most cases “whiplash”.  This may be attacked as “no fault by the back door” by some lawyers and claimants.  For others, it will simply be characterized as a rip-off of the consumer who is forced to pay more but receives less when a claim is made.  However, opinion research indicates substantial support for the argument that “ICBC could keep rates more affordable if it took a firmer approach to claims and ensured that people with temporary minor injuries like whiplash are not overcompensated” (83%).  



Tied to this is the request for a number of reforms in the procedures and policies that guide ICBC’s use of lawyers in defending claims.  These changes are necessary to pursue a more effective and vigorous defence strategy than is possible with the present system. Expanding our in-house counsel and ending the present designation system (157 approved firms).



iv)  Option Three



The public and stakeholders’ response to Option Three will include very strong reactions from the stakeholder groups identified in Options One and Two and, in addition, will provoke very strong reactions from large segments of the motoring public. 



Individuals will be impacted by the proposed mandatory immobilizer regulation, by the lowering of the threshold for Driver Penalty Points (if they get a ticket), by eliminating the basic hit and run property damage coverage from the basic policy, and by the Bodily Injury Crash Responsibility Charge (if they are at fault in a BI claim). 



Coupled with the public/stakeholder responses to the initiatives in Options One and Two, it can only be characterized as a very controversial package that would be difficult to contain to specific segments of the population.





�8.	COMMUNICATION STRATEGY



A)	Situational Analysis:�

The two-year rate freeze announced by the Premier will end December 31, 1997.  ICBC would normally announce its rate changes for 1998 by the end of November.

The Minister Responsible for ICBC announced last June a six-point program to make BC roads safer, reduce auto theft and insurance fraud, and help keep insurance rates affordable.  The focus was road safety, with new measures constituting the most aggressive road safety initiative in BC history.  

ICBC has launched a major communications campaign to promote the six-point program featuring a new message – BC’s Drive to Save Lives.

There is a high degree of public support for road safety but considerable concern about ICBC rates.  The public do not automatically make the connection between road safety and rates.

The public are unaware of auto insurance premium levels elsewhere and believe their rates are too high – there is limited awareness that ICBC rates are “mid-range” compared to other provinces and that claims and claims costs are among the highest in Canada.

The public feel no “ownership” of ICBC and little responsibility for rates.  Instead, they view rate setting as a “political” exercise where the government determines rates based on its own political interests.  They do not make the connection between their premium levels and BC’s high rate of crashes and the high cost of claims.

The public feel there is not enough financial accountability at ICBC.  They do not see the link between what they pay and the product they receive.  They believe ICBC reserves are a “cash cow” for government and that ICBC allows for excessive claims settlements because there is not enough accountability to premium holders.



 B)	Communications Goals: 



To firmly establish the direct link between crashes and rates, and encourage individual drivers to take responsibility for keeping rates down by driving more carefully;

To build confidence in ICBC’s financial management and increase perception of financial accountability to policy holders;

To distance government from the rate-setting process and reduce public perception of political interference and of ICBC as a “cash cow” for government.





�C)	Communications Strategies�

Foreshadow rate announcement

Message:  Road safety programs are producing some results, but not enough.  Accidents and cost of claims are pushing up costs. To keep rates affordable, we have to cut the number of crashes – that means everyone has to drive more carefully.

ICBC releases three reports: crashes and claims to date, inter-provincial comparisons of rates and claims, and progress report on road safety.

ICBC advertising reinforces message.

Messenger:  ICBC CEO Thom Thompson



Rate Announcement

Message:  Road safety programs are producing some results, but not enough.  Accidents and cost of claims are pushing up costs.  That’s why we’re announcing an overall premium increase of x% for this year.  To keep rates affordable in the future, we have to cut the number of crashes.  That’s why everyone has to drive more carefully.

announce rate increase;

highlight the gap between premiums in/claims out;

set targets to reduce crashes and claims costs to eliminate the gap and consequences if targets not met (higher rates next year);

announce initiatives to support these targets – focus on individual driving behaviour as means of drivers controlling their premiums;

announce current financial status of Autoplan Fund, highlight the premiums in/claims out process; indicate intention to profile the Fund in coming months/years as a means of public education about, and involvement in, ICBC’s  affairs;

announce operational efficiencies;

foreshadow enhanced road safety initiatives.

Messenger:  ICBC CEO – This distances the government from ICBC rate-setting and reinforces the main message that rates are driven by the number of accidents and cost of claims, NOT political direction. 



Roll-out Strategy

Message:  Same as rate announcement above

new communications stream with emphasis on individual responsibility to drive more carefully to keep rates down (with supporting communications materials and advertising to suggest ways to drive more carefully);

establish a community-involvement campaign to reduce accidents – set accident reduction targets to keep rates down;

continue enhanced road safety initiative announcements positioned around main message (linking rates and accidents);

continue crackdown on fraud and abuse to keep rates down – earned media opportunities.

Messengers:  ICBC CEO (all announcements); Minister responsible for ICBC (road safety); Attorney General (enforcement)

ongoing announcements/progress report on crash rate, i.e. crashes up/rates up or crashes down/rates down  -- it’s in your hands.



Advertising

aggressive and sustained single advertising campaign on key message of driver responsibility for keeping rates down;

campaign targeting “bad drivers” highlighting heavy sanctions and link to keeping rates down;

campaigns in targeted media to beneficiaries of public insurance i.e. young people, new drivers, non-urban drivers – information about non-discriminatory rate structure and risk to them if crashes aren’t reduced i.e. crash records of these groups, risk/premium system in other jurisdictions;

other road safety/fraud and abuse advertising phased in “as needed” incorporating main message on keeping rates down;

regional advertising campaigns on rates/regional rate setting – individual responsibility linked to keeping rates down;

ongoing road safety advertising incorporating new message linking road safety to rates;



Other Communications 

identify all other opportunities to deliver new message – rate renewal notice, publications, brokers offices, ICBC claims centres, ads and articles in related publications like Westworld;

direct mail campaigns targeting beneficiaries of public insurance;

ICBC web site;

new materials to be developed and distributed on Autoplan Fund;

President’s Advisory Committee provided materials.





 D)	Challenges



potential for political opposition to blame the two-year rate freeze for rate increases;

ICBC’s credibility could be attacked because 1997 claims costs did not increase as rapidly as forecast;

appearance of political interference in ICBC rate-setting;

the need to set the stage for the future, i.e. responsibility for rates rests with individual drivers;

high expectations for road safety as a panacea – backlash against shift of responsibility to individuals and other policies i.e. “firm but fair” claims handling;

public sense that safety will do it all - i.e. manage the “bad drivers” and that individual action and change will not be required by all drivers;

risk that other initiatives to suppress claims costs, particularly in the bodily injury realm, could divert public attention away from main strategy, therefore timing and profile of such initiatives need to be carefully directed to minimize this risk;

resistance to enhanced road safety enforcement.



�APPENDICES�										Appendix 1-A

YOUNG FEMALE - Vehicle Use: PLEASURE  





Female, single, age 23, 2 children, lives in Vancouver/ Edmonton/ Winnipeg/ Toronto.

Vehicle used for pleasure use only.

Drives a 1981 Toyota Corolla LE Sedan (or 1800 4 door).

Carries minimum Third Party Liability limits, $200,000.

No own damage coverage, collision, comprehensive or specified perils.

Has been claim free for 7 years.





1995 NET PREMIUM:

	BC:               $663�*ONTARIO:  $1845��ALBERTA:  $588�MANITOBA:  $378

($400 All Perils)��

1996 NET PREMIUM:

	BC:               $663�*ONTARIO:   $1963��ALBERTA:  $619�MANITOBA:   $423��

1997 NET PREMIUM:

BC:               $663�*ONTARIO: $1495��ALBERTA:  $652�MANITOBA:  $467

($500 All Perils)��

Source:  Direct inquires by ICBC staff to qualified industry sources.

*There have been major changes to coverage and pricing in the Ontario System and the reduction in cost reflect the recent significant shift in coverage now offered under their current no-fault plan.

�										Appendix 1-B

YOUNG MALE - Vehicle Use:  PLEASURE 





Male, single, age 22, lives in Vancouver/ Edmonton/ Winnipeg/ Toronto.

Vehicle used for pleasure use only.

Drives a 1990 Ford Taurus GL Sedan.

Carries $500,000 Third Party Liability limits.

Has a $200 collision deductible.

Has a $100 comprehensive deductible.

Has been claim free for 6 years.





1995 NET PREMIUM:

BC:               $1124�ONTARIO:    $2685��ALBERTA:  $1915�MANITOBA:  $664

($400 All Perils)��

1996 NET PREMIUM:

BC:                $1124�ONTARIO:  $2856 - 4100*��ALBERTA:  $ 2016�MANITOBA: $654�����

1997 NET PREMIUM:

BC:             $1124�ONTARIO: $1388 - 3300*��ALBERTA:  $2122�MANITOBA:  $702

($200 All Perils)�����*Pricing is used as a tool to discourage unwanted customers.

�										Appendix 1-C

TO AND FROM WORK 





Vehicle jointly owned by husband and wife.  Live in Victoria/ Edmonton/ Winnipeg/ Waterloo.

Drive a 1991 Dodge Caravan Special Edition (SE) 2WD.

Husband drives the vehicle to and from work.  Both use it for pleasure purposes.

They carry $1 million Third Party Legal Liability limits.

They have a $500 Collision deductible.

They have a $200 Comprehensive deductible.

They have been claim free for 10 years.





1995 NET PREMIUM:

BC:	         $880�ONTARIO:    $1276��ALBERTA:  $837*�MANITOBA:  $783

($400 All Perils)��

1996 NET PREMIUM:

	BC:	         $880�ONTARIO:    $1357��ALBERTA:  $878**�MANITOBA:  $759��

1997 NET PREMIUM:

	BC:	         $880�ONTARIO:   $1336��ALBERTA:  $878**�MANITOBA:  $696

($500 All Perils)��

*The Zurich Insurance Company

**Alberta Insurance Company

�									Appendix 1-D

SENIOR CITIZEN





Male, married, 68 years old, lives with his wife in Victoria/ Edmonton/ Winnipeg/ Waterloo.

Vehicle used for pleasure and volunteer purposes.

Drives a 1990 Dodge Shadow base model.

Carries Third Party Liability limits of $500,000.

Collision coverage with $500 deductible.

Comprehensive coverage with $200 deductible.

Has been claim free for 10 years.





1995 NET PREMIUM:

	BC:               $598�ONTARIO:   $1129��ALBERTA:  $704*�MANITOBA:  $504

($400 All Perils)��

1996 NET PREMIUM:

	BC:               $598�ONTARIO:    $1201��ALBERTA:  $689**�MANITOBA:  $539��

1997 NET PREMIUM:

BC:               $598�ONTARIO:    $1116��ALBERTA:  $689**�MANITOBA:  $584

($500 All Perils)��

*The Zurich Insurance Company

**Alberta Insurance Company

�APPENDIX TWO



INITIATIVE SUMMARIES�BASE INITIATIVE GROUP�

CLAIMS OPERATIONAL IMPROVEMENTS����������Initiative�Revenue/Savings ($ in thousands)�����1998�1999�2000�������`GST Payable on Total Loss Vehicles�6900�6900�6900��Better ID of GST Registrants�1000�1000�1000��Fraud Cost Recovery�300�300�300��Salvage Towing from CEF�290�894�894��Repair Quality Benchmarking�5000�10500�12400��Mainframe-Based Calculation for Claims Staff�1473�1860�1860��Total Loss Specialists�4860�10400�10400��Improve Private Investigation Service�433�1400�1400�������Infrastructure Improvements�-2288�-2046�-2350�������TOTALS�17968�31208�32804��
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InItiative:	Enhanced Minimal/No Damage Program



Description:	

This proposal is to enhance the initiative introduced in 1992 by adjudicating, through an internal ICBC committee process, whether to pay claims arising from “no damage” incidents.  



The 1992 minimal/no damage program was one of the main programs in ICBC’s 1992 claims initiatives.  If there is no material damage claim, then ICBC refuses any subjective injury claim. Subjective injury claims, in which there is little or no physical damage, continue to comprise about 20% of claims intake.  The 1992 policy was the source of one of the first and potentially largest class action suits in BC.  The Supreme Court refused to certify it as a class action and the Court of Appeal supported that decision.



This initiative would update the 1992 initiative and reinforce the program internally and externally.



Impacts:



ICBC: 

A number of areas (Claims Operations, Claims Training, Claims Litigation, Corporate Law, and others) will be involved in the review and reinforcement efforts.



Customer:

Will reduce the number of claimants that receive settlements for subjective injury claims in which there is little or no physical damage. Most customers are supportive of this approach.

 

Government:

Could increase litigation and court utilization.



Stakeholders: 

Will potentially impact trial lawyers, BCMA, and other professional associations.  Trial lawyers have mounted various challenges and some now refuse to take minor/no damage cases.  The BCMA and other practitioners, such as massage therapists, do not support ICBC in its refusal to pay some medical accounts on these types of claims.  





Net Savings:	



1998�1999�2000��$6M�$6M�$6M��

�

Summary:



Pros:

Public is supportive of existing program.

Operational impacts are minor.

Program is legally defensible (court of appeal on class action, etc.).



Cons:

Possible moderate impact on court registries and the courts.

May potentially increase pressure on ADR/mediation initiatives.

�

INITIATIVE:	Recycled Parts Utilization	



Description:	

ICBC presently uses recycled automobile parts, when appropriate.  This initiative would re-emphasize to adjusters the present recycling program and process, which is a labour intensive process, until the new automated system is in place.  



BC has the highest utilization of recycled parts in Canada.  For every one per cent of recycled parts used, ICBC is saving approximately $750,000.



Impacts:



ICBC: 

The present process is time consuming for adjusters. A new automated system will soon be in place. Until that time, this initiative is to re-emphasize to adjusters the importance and necessity of recycling of auto parts.

The Recycled Parts Standards of Performance agreement between ICBC and BC Auto Recyclers ensures standards for used parts is met and guaranteed.  This should elevate concerns by the public about the potential poor quality of used parts.



Customer:

Some customers may feel they are receiving sub-standard replacements.

 

Government:

As automotive recyclers are supportive of any increased utilization of their parts, this initiative should result in some reduced pressures on government from the auto salvage industry.

Recycling supports government’s environmental initiatives.



Stakeholders: 

Automotive recyclers are supportive of any increased utilization of their parts.





Net Savings:	



1998�1999�2000��$4M�$8M�$8M��

�

Summary:



Pros: 

This initiative will reduce vehicle repair costs.

This initiative is environmentally friendly and supports government’s environmental initiatives. 

This initiative should increase revenue for auto recycling industry.



Cons:

May generate negative reaction from original equipment manufacturers and after-market parts suppliers. 

May generate some negative reaction from consumers to the practice of replacing damaged parts with used parts. 

Collision repair shops efficiency may be negatively impacted due to waiting period in finding acceptable used parts, thereby increasing repair cycle time.

�

INITIATIVE:	Airbag Dismantling and Reuse	



Description:	

Currently, ICBC does not allow the use of recycled airbags on ICBC claims.  The Saskatchewan Government Insurance Corporation (SGI) allows for and operates a dismantling and recycling of airbags program. In the US, there is a significant “black-market” industry in the recycling of airbags, which suggests frequent use of and high demand for recycled airbags.  



It is estimated that airbag replacements currently costs ICBC in excess of $4,000,000 a year and the average cost of replacing dual airbags is $3200.  Testing of the safety of dismantling and recycling of airbags is presently underway by ICBC.



Following the completion of necessary research, airbags could easily be removed from “dismantle only” vehicles and supplied to rebuilders and used on ICBC claims.



Impacts:



ICBC: 

Savings in costs for airbag replacement. 

Possible savings in dismantling if ICBC were to initiate their own dismantling operation.



Customer:

May have concerns about the safety of recycled airbags.



Government:  

Supports government’s environmental initiatives. 



Stakeholders: 

Potential negative reaction from after-market parts suppliers and from original equipment manufacturers.

Should be supported by BC Auto Recyclers as long as ICBC does not initiate own dismantling operation.





Net Savings:



1998�1999�2000��$1M�$2M�$2M���	





Summary:



Pros:

Will reduce vehicle repair costs.

Environmentally responsible and supports government environmental initiatives.

May generate increased revenue for BC Auto Recyclers.



Cons:

Negative reaction from original equipment manufacturers and after-market parts suppliers.

May generate some negative reaction from consumers to the practice of replacing deployed airbags with used airbags.

Collision repair shops efficiency may be negatively impacted due to waiting period in finding acceptable used airbags, thereby increasing repair cycle time.

BC Auto Recyclers may not support an ICBC dismantling operation.

�

INITIATIVE:	Increased Windshield Discount	



Description:	

The pricing of automobile glass is negotiated by the National Auto Glass Standards (NAGS) with manufacturers and suppliers.  ICBC presently receives a 40% discount on NAGS pricing.  In April of this year the average price for glass increased four per cent.  This price increase was a result of increasing the “top” 800 most frequently replaced windshields, from of a list of 1700. The “top” 100 most frequently replaced windshields were also increased, by approximately 36%. The “lower” 800 were reduced in price.



ICBC spent approximately $68 million in 1996 to replace windshields and $40 million to replace tempered glass (door glass, etc.).



This initiative would enable ICBC to negotiate with suppliers an additional 5% discount for the top 50 most commonly replaced windshields.  This would increase ICBC’s supplier discount to a total of 45%.  This discount increase would save ICBC approximately $1 million per year.



Impacts:

ICBC: 

Would result in savings of approximately $1 million per year.



Government:

May result in complaints to government from industry.



Stakeholders: 

Glass industry may be reluctant to negotiate new rate as this would directly impact their business.





Net Savings:



1998�1999�2000��$1M�$2M�$2M��	

Summary:

Pros:

Claims costs will be reduced.

May result in more competition in this industry, which could result in lower rates.



Cons:

Glass industry may not want to renegotiate discount.

�



INITIATIVE:	Alternate Transportation Program	



Description:	

In April of this year, ICBC introduced an alternate transportation pilot program.  This consisted of an agreement with selected lower mainland bodyshops to supply to ICBC claimants their desired mode of transportation while their damaged vehicle was in the body shop.  The mode of transportation could be a courtesy car, a bus pass, a taxi fare, or other alternate transportation that met the customer’s needs.



This initiative is to make this a permanent ICBC program and to increase the number of participating bodyshops.



Impacts:

ICBC: 

Some staff training will be needed.  



Customer:

Customers will support this initiative as their transportation needs are being met at no cost.



Government:

Will be faced with some complaints from rental car industry, which had been lobbying against this program.



Stakeholders: 

Will negatively impact rental car industry through a loss in revenue and in customers.



Net Savings:



1998�1999�2000��$2M�$2M�$2M��	

Summary:  

Pros: 

Reduced administrative overhead for bodyshops and ICBC claims centres.

ICBC will be able to supply to customers the same type of product private insurance competition supplies.



Cons:

Rental car industry will lose revenue and customers.

�

INITIATIVE:	Drone Radar



DESCRIPTION:	

“Drone Radar” is when the police set up radar guns directed along a roadway but do not stay to enforce speed limits. When a driver, using a radar detector, passes into the range of the drone radar, the detector is activated and the driver consequently slows down.

	

Drone Radar units can be placed at photo radar sites when photo radar units are at other sites.  About ten per cent of drivers use radar detectors.  This is expected to slow down a portion of those drivers.



IMPACTS:

ICBC

Will have costs associated with replacing radar guns with 130 laser-based guns.  Laser guns cost approximately $6000 each for a total of $0.78 million. 



Government

Consultation with Ministry of Attorney General is required for the approval of additional police resources to activate and move laser-based gun sites.



Stakeholders

Consultation will be needed with independent police forces for their support of this program.



NET SAVINGS:



1998�1999�2000��$1M�$2M�$2M��

SUMMARY:

Pros:

May decrease speed-related crashes for drivers with radar detectors.

	

Cons

This initiative is only targeted at a small percentage of drivers and will only work if those drivers are using their radar detectors at the time.

Extra costs associated with additional police resources.

Costs to replace existing radar guns with 130 laser-based guns. �



INITIATIVE:	Increased Police Roadcheck Enforcement



DESCRIPTION:	

This initiative is to advance the already planned enforcement of impaired driving Roadcheck activity in northern BC from June through December using additional police overtime hours. Northern BC is the only area in BC to not yet negotiate increased overtime. This is to be initiated in 1998 as part of the Six Point Program. 





IMPACTS:	

Customers

Will satisfy public desire for roadcheck enforcement in Northern BC.



Stakeholders

Will require cooperation and support of police as the overtime hours are voluntary. There has been an informal indication of support for this initiative.



Government

Consultation with Ministry of Attorney General is required.



ICBC

Increased Roadcheck enforcement will potentially reduce claims costs for impaired driving.



NET SAVINGS:	



1998�1999�2000��$2M�$0M�$0M��

SUMMARY:	

Pros:

Increased Roadcheck presence in northern communities will likely result in reduced crashes, saved lives and reduced claims costs.

There is strong public support for impaired driving roadcheck enforcement.



Cons:

Police may not support overtime hours.

�

INITIATIVE:	Increase vehicle damage information search charge by $5.	



Description:	

ICBC currently sells information to auto dealers and the general public about the damage history of BC registered vehicles.  This service has been in existence since the summer of 1995 and has become increasingly popular.  The information outlines the claimed damages to vehicles, including details on the cost of the repairs, status of vehicles (e.g. rebuilt), whether the vehicle was imported from another province or country, and costs of comprehensive/specified peril claims.  ICBC is unable to provide information from claims settled privately or not reported.



The current price for this service is $15.00 plus GST for a total of $16.05 per inquiry.

This initiative is to recommend an increase in the price to $20.00 plus GST for a new total of $21.40.



Impacts:

Customers:

Minimal direct impact on the public as approximately 80 % of this business comes from auto dealers which passes the cost onto the purchasers of the vehicles.  



ICBC:

Systems impact as the pricing in the system tables will be changed.

Notifying all account holders of the price change.



Government:

No impact on government.



Net Savings:	

Revenue summary

1995�1996�1997 (9 months)��12,582 searches - $188,730�61,536 searches - $923,040�93,455 searches - $1.5 mil��

Revenue increases (estimated at $20.00 per inquiry)

1998�1999�2000��120,000 searches - $2.4 M�132,000 searches - $2.6 M�145,200 searches - $2.9 M��net increase  $600,000�net increase  $620,000�net increase $730,000��

Summary:

Pros:

Will result in increased revenue to ICBC.



Cons:

Some dealers and customers may oppose the price increase. 

�

INITIATIVE:	Task-Based Billing/Litigation Management System	



Description:	

Presently there is insufficient detailed information about the nature and status of litigated files, the cost of litigation and the cost-effectiveness of counsel. 



Systems for determining legal costs and disbursements and taxable costs and disbursement involve a comprehensive and integrated process providing an electronic connection between ICBC and its counsel (in-house and outside) for data collection, effective information sharing and electronic billing and payment.  This information will be used to develop models to achieve the business goals of resolving a litigated claim earlier and more cost effectively, resulting in a lower overall claims cost.



The information will also be useful in analyzing, monitoring and controlling the cost of legal services incurred in the defence of litigated claims and will provide improved billing information, analysis of resource allocation, cost-effectiveness and file management.  In addition, the system will improve control over the payment of third party taxable costs and disbursements and enable ICBC to offset better its own taxable costs and disbursements in appropriate cases.



Impacts:

Stakeholders: 

Would impact business arrangements with outside counsel firms as they would be required to bill and report electronically.  Some firms may have to upgrade their hardware and software to participate.



ICBC: 

Would reduce costs and have systems and administration implications for Litigation, Claims Operations, Claims Systems, Special Counsel, and Information Systems.



Net Savings:	

1998�1999�2000��$0.0M�$3M�$6M��

Summary:

Pros:

Improved litigation management and cost control.

Improved data on litigation status.

Improved administrative efficiencies.



Cons:

Some firms may object to computer upgrade costs.

�OPTION ONE�

INITIATIVE:	Photo Radar Increased Deployment and Efficiency





DESCRIPTION:	

Presently ICBC has 30 photo radar cameras for deployment.  This initiative would add 15 cameras, starting in 1998.  The initiative would also include a review of police deployment practices by the Ministry of Attorney General, leading to increased deployment and improved deployment strategies.



ICBC’s original goal was to reduce mean speed throughout the province by three per cent.  Although there has been a significant reduction in speed at the camera sites, mean speed at covert sites has only been reduced by 1.3 per cent, indicating that the desired general deterrence effect has not been realized.  There are several reasons for this, including fewer deployment hours than anticipated, fewer sites in use than anticipated, extensive publication of specific site locations, and no deployment in municipalities that objected to the use of photo radar.



Ads published in July, 1996 said, “We will let you know the general areas where photo radar is located.”  Knowledge of specific sites and deployment times results in a limited deterrent effect instead of an overall general deterrent effect, therefore reducing the efficiency of photo radar. 



The police unit in charge of the photo radar program publishes photo radar sites for the month with general road and/or street block information (i.e. 0-2000 block Quadra Street). There is a public expectation that photo radar sites will continue to be announced. Effectiveness of the program would be improved either by not announcing the sites or by significantly increasing the number of sites that are publicized.  Either approach would increase the general perception that the use of this law enforcement tool is widespread.



Police in charge of the photo radar program are not deploying photo radar in municipalities unless the local police have asked for this law enforcement tool to be used.  There are still several municipalities where photo radar is not in use, even though the Attorney General has stipulated that enforcement may occur in any jurisdiction.  Universal enforcement of photo radar in all municipalities would increase the effectiveness of the program.  Increasing public awareness, through more extensive advertising, would also improve the program.  When public awareness is heightened and when drivers believe that they may encounter enforcement at any time and place in their travels, the results should be fewer crashes, more lives saved, and a reduction in claims costs.



This initiative proposes an addition of 15 cameras in mid to late 1998, bringing the total to 45 cameras. 

�

IMPACTS:	

	

Government

Consultation with the Ministry of Attorney General is needed for a multiple of items:

Additional police resources would be required

Consideration of universal enforcement of photo radar throughout all municipalities 

Review of police deployment practices to lead to improvements in the effectiveness of the photo radar program.

 

The Ministry of Municipal Affairs and some municipalities may also have to be consulted if the Ministry of Attorney General enforced the use of photo radar in all municipalities.



ICBC

Financial estimations for net savings of the additional cameras include the implementation of improved deployment practices.  This initiative should result in the anticipated three per cent reduction of the overall provincial mean speed.



ICBC would expect to pay for the additional cameras as well as the costs for training and paying for the additional police resources required for further enforcement.  Photo radar cameras cost approximately $100,000 each.  For every 15 new cameras, an additional 30 police officers are required, resulting in a cost of $3.8 million per year, including training.  





NET SAVINGS:	

With the addition of photo radar cameras, addressing the photo radar administration deficiencies and increasing public awareness, ICBC can expect a reduction in speed related claims.  This initiative would produce an additional net benefit in the reduction of claims costs over and above the current 30-camera program budget estimates (Cost Containment II).  



While an increase in the issuance of tickets will generate more revenue it should be noted that as photo radar becomes more effective and driving behaviour changes, a reduction in speeding should result in less tickets being issued and therefore create a drop in ticket revenue.



For the addition of 15 cameras, bringing the total to 45 cameras, the additional net benefits estimates are as follows:



	Claims Costs Savings

1998�1999�2000��$28.4M�$10.8M�$11.7M���

SUMMARY:



Pros:

Improved deployment strategies, added cameras and heightened public awareness are expected to decrease mean speed by 3%, resulting in a reduction in crashes, and reduced claims costs.

Increased camera deployment will increase revenues.



Cons:

May generate negative public reaction as approximately a third of ICBC customers do not approve of photo radar.

This initiative could be perceived by the public as a “cash grab”.

Ending the announcement of unit placement could be opposed by the public.

Could result in negative reaction from municipalities that have opposed the program.





�

INITIATIVE:	Photo Radar violation tickets to be served by mail





DESCRIPTION:

The Photo Radar Program (PRP) mails photo radar violation tickets to owners whose vehicles are identified by photo radar cameras.  If the owner fails to respond to the ticket by paying, disputing or nominating a driver, after 45 days, he or she will be personally served the ticket.  If the owner does not respond to the personally served ticket after 30 days, he or she is deemed guilty. With implementation of improved police deployment practices, approximately 500,000 tickets will be mailed in fiscal year 1998/99.  Without mailed service, approximately 50% of these tickets will be personally served (250,000) and about one-half of these tickets (125,000) will not be served successfully, due to service avoidance.  Presently, contracted process servers must make three attempts to serve the ticket and are not paid for unsuccessful service.  Unserved tickets will likely be cancelled thereby reducing the PRP enforcement effectiveness. Personally serving tickets is costly and inefficient.



Prior to the introduction of the PRP, the only legally viable method of delivering a violation ticket to the accused was personal service.  Conventional violation tickets are personally served to the driver by the police officer at the time of the offence.

 

Under the Offence Act, a person  who is personally served a violation ticket is deemed convicted if they do not respond to the ticket within 30 days from the date of service.  



As a quasi-criminally law enforcement program that charges the accused, the PRP is susceptible to several Charter challenges.  The underlying problem for the PRP is ensuring that the accused is given proper notice of a charge and the opportunity to defend the charge prior to being convicted. The Legal Services Branch, Ministry of Attorney General, has noted that the mailing of a ticket does not constitute “personal service” and therefore a deemed conviction arising from a failure to respond to the mailed ticket may violate the Charter.



This initiative is to allow photo radar violation tickets to be served by mail. If the ticket is served by mail and ignored, a conviction could be registered. Convictions are strictly financial penalties (fines) and do not result in any incarceration.  Significant consultation will be needed with Ministry of Attorney General lawyers to ensure that an acceptable legal model is developed.



Alberta 

Alberta has legislation that appears to enable a mail service/deemed conviction violation ticket scheme for photo radar.  This scheme has been in place for the past two years with no Charter challenges to date, mainly due to the simplicity of the process for reversing a conviction.



Ontario

Ontario had similar provisions as Alberta for mailed violation tickets.  The program ran very briefly before being cancelled by the then newly-elected Harris government.



New Brunswick

The Richard case was heard by the Supreme Court of Canada in April of 1996.  This case involved the New Brunswick ticketing scheme in which the individuals were personally served with a summons.  In the event the individual did not appear at court on the date required by the summons the legislation required the court to enter a conviction.  Thus, the individual was “deemed convicted” in the absence of a hearing of the evidence.  British Columbia intervened in the case at the Supreme Court of Canada hearing in order to support the New Brunswick government’s case as the New Brunswick ticketing scheme and this province’s violation ticketing scheme were sufficiently similar that an adverse decision could render this province’s violation ticketing scheme invalid.  At the hearing, the Supreme Court of Canada upheld the New Brunswick ticketing scheme by way of a decision from the Bench.  The reasons for judgment did not specifically address the issue of personal service, but rather confirmed the requirement, among other things, that an accused have personal knowledge of the charge against them and know the consequences of failing to appear to dispute the charge.  Without meeting this requirement, the court ruled that a person could not be convicted by failing to appear at court.



There have been various legal views on the application of Richard to the violation ticket scheme in BC, the majority being that personal service is required.  However, there may be an opportunity to construct a model that would address the concerns of the court.  This model has yet to be fully developed, but could allow a ticket to be mailed and a deemed conviction entered if the person failed to respond.





IMPACTS:

Customers

Customers may oppose this initiative as they could be convicted without knowing about the offence charged.  Despite a provision to back out of the conviction the customer may respond negatively.

The mailed service option must include a simple, administrative appeal process.



�Government

Mail service may introduce potential legal challenges concerning a person’s right to be notified within a reasonable period of time, and regarding proof that notice of the charge has been actually received.  Mail service may also infringe on a person’s right to be presumed innocent until proven guilty according to law in a fair and public hearing (Canadian Charter of Rights and Freedoms s.11). Consultation is needed with the Criminal Justice Branch, the Constitutional Law Department, Legal Services Branch  and Legislative Counsel to develop a specific mailed service/deemed conviction model. 

This would require legislative amendments in the Offence Act.



ICBC

Mail service would reduce costs and increase deterrence by eliminating current loopholes that permit motor vehicle owners to avoid paying photo radar tickets.





NET SAVINGS:	

Estimated savings for this initiative are based on implementation starting in 1998, two years ahead of schedule.  This initiative would produce savings over and above the estimated savings that are included in Cost Containment II. 



These savings assume that the initiative would be implemented in the Fall of 1998.  The average cost of a served violation ticket is $26 and the savings assume that an administrative appeals process will be implemented.



	1998�1999�2000��$1.0 M�$2.9 M�$2.9 M��

SUMMARY:	



Pros:	

Greatly improved conviction rate and increased enforcement effectiveness.

Significant financial savings through administrative efficiencies.

Increased deterrent to owners loaning out their vehicles to bad drivers as a result of a higher rate of convictions.



Cons:

Method of ensuring that the person named on the ticket has proper notification of the charge prior to being convicted may not satisfy judicial requirements.

Either portions of or entire violation ticket scheme could be struck down due to implications from the Supreme Court of Canada’s Richard decision. Specifically, it may be ruled that mail service/deemed convictions violate s.11 and/or s.7 of the Charter.  Potential legal challenges will result in increased costs for the Ministry of Attorney General for courts, crown counsel, etc.

�

INITIATIVE:	Increase Driver Penalty Point Premium (DPPP)





DESCRIPTION:

Drivers who attract certain moving violations are required to pay DPPP when they acquire 4 or more penalty points in a year.  DPPP helps offset premiums that would otherwise have to be collected from vehicle owners.



The amount of premium applied to each level of points could be increased, and ICBC was to increase DPPP by 5% on January 1, 1998 as part of the Six Point Program but has been held pending this discussion.  This initiative is to increase DPPP to 10%.



The 1998 5% increase would result in ICBC collecting approximately $1 million in additional income. This initiative, a 10% total increase, would result in an approximately $2 million additional income. These estimations are above the 1997 DPPP to be collected. 



In addition, some individuals may also face an increase in driver penalty points as a result of the review underway by the Superintendent of Motor Vehicles to develop the Dangerous Driver Profile Assessment initiative which will revalue DPPP to the severity of the offences.





IMPACTS:

Customers

While this measure could act as a deterrent to poor driving behaviours, a substantial increase in premiums may be overly harsh for some drivers, particularly in conjunction with other components of the Six Point Plan, such as increased speeding fines, the Crash Responsibility Charge, the January 1998 5% DPPP increase, as well as the possibility of a rate increase.

The deterrent affect will be less effective to those with greater means to pay the increased premiums, thus creating an unfair disadvantage to those with less financial resources.



ICBC

Will generate an estimated additional $2 million annually for ICBC.

Will likely be characterized as a ‘cash grab’ and may result in more customers choosing to use private insurers for optional coverage.

Will likely increase administrative and collections costs, as more people end up with greater debt which they may be unable to pay.

�

Government

Will require a change to the Insurance (Motor Vehicle) Act Regulations



NET SAVINGS:

Will generate an additional $1 million annually for ICBC for every 5% increase.



SUMMARY:

Pros:

Will act as a financial deterrent for poor driving behaviours.

Will help to offset insurance rates for good drivers as the more premiums collected the less of a rate increase overall.

Will generate approximately $2 million a year for ICBC.



Cons:

The public may perceive this as a ‘cash grab’.

May be too expensive for those with more limited financial means.

Will create an unfair advantage for those with greater ability to afford the increased DPPP.

Will likely increase administrative and collections costs for ICBC.





� 

INITIATIVE:	Litigation Cost Reduction Initiatives



A number of initiatives are proposed to reduce the cost of litigation.

Part 7 Writ Handling

Selected Counsel Management

Legal Action Unit for the Province







INITIATIVE:	Part 7 Writ Handling	





Description:	

The vast majority of the 3,000 writs under Part 7 (no-fault accident benefits) that ICBC receives annually are filed in conjunction with Part 6 (tort claims) writs by plaintiff counsel merely in order to protect limitation periods.  This initiative proposes to change the requirements that lead plaintiff counsel to needlessly issue Part 7 writs.  



This initiative could be implemented in at least four ways:

By amending the Limitation Act to state that the cause of action arises when the breach of contract occurs and not when the damage occurs.

By amending the Motor Vehicle Act regulations.

By ICBC publicly announcing that they would waive the limitation period for Part 7 action.

By amending section 103 (Limitation) of the Regulations under the Insurance (Motor Vehicle) Act.





Impacts:

Stakeholders: 

Would require consultation with the legal community.



Government:

May require an amendment to the Limitation Act and/or to the Motor Vehicle Act Regulations.

Would result in fewer writs being filed, therefore free-up court registry time.

Would free-up court time.



ICBC: 

Claims Division and Litigation Department would experience reduced administrative costs.

Reduced legal fees and disbursement costs.



�Net Savings:



1998�1999�2000��$2M�$2M�$2M��



Summary:

Pros:

Would reduce demands on court registries and courts.

Would reduce administrative costs for ICBC as well as reduce legal costs and disbursement costs.



Cons: 

In some cases where the limitation period would have been otherwise missed by the plaintiff, waiver of the limitation period will deprive ICBC of a legitimate defence and therefore may lead to increased costs for ICBC.

�

INITIATIVE:	Selected Counsel Management





DESCRIPTION:

All actions commenced by a plaintiff’s counsel with a significant caseload will be centralized with one claim centre, litigation unit or adjuster. This approach may improve consistency and efficiency of file handling, and will improve settlement results. 



In addition, this initiative will involve the matching of a particular defence counsel with a particular plaintiff counsel for improved continuity of claim handling.  This approach may increase the adversarial nature of file handling.





IMPACTS:



Government:

Increased adversarial approach to file handling may increase the utilization of courts.



Stakeholders:

There may be resistance from some plaintiff counsel whose files are concentrated with one adjuster.



ICBC:

Reorganization and transfer of some file loads to accommodate the new relationship will impact administration and systems areas for Claims Operations. Claims Litigation and Special Counsel will be involved in the assignment of specific defence counsel to these files.



NET SAVINGS:



1998�1999�2000��$3M�$6M�$6M��

SUMMARY:

Pros:

Increase costs savings of existing program.

Streamline file handling.



Cons:

There may be resistance from some plaintiff counsel whose files are concentrated with one adjuster.

This approach may increase the adversarial nature of file handling, resulting in an increase in court utilization. �

INITIATIVE:	Legal Action Unit for the Province



Description:	

This initiative is to establish a legal service unit to deal  with actions commenced before assigning them to in-house or outside counsel.  This unit would file defences and arrange trial and discovery dates for litigated files and maintain files until assigned.



This unit would consist of para-legals rather than lawyers processing work in conjunction with handling adjusters.  This would result in a reduction of costs and in  more efficiency.  The unit would be centralized in Vancouver.



Impacts:

Stakeholders: 

The volume of front-end work assigned and billed by outside counsel would be reduced.

This initiative may impact lawyers’ income.



Government:

Attorney General may receive complaints from lawyers as their work load is being reduced.



ICBC: 

Increased costs associated with additional litigation department staff (non-lawyers) and increased savings as a result of a more effective use of outside counsel.





Net Savings:



1998�1999�2000��$2M�$1M�$1M��



Summary:



Pros:

Costs savings from improved quality control and administrative efficiencies.

Supports court registry initiatives such as electronic filing.



Cons:

Added ICBC administrative overhead due to additional staff.

May raise concerns by the legal community regarding work being done by para-legals rather than lawyers.



�OPTION TWO�

INITIATIVE:	Soft Tissue Quantum Assessment



Includes Legal Resource Initiatives: 

In-house Counsel 

Outside Counsel List



Description:	

Non-pecuniary general damages for bodily injury (“pain and suffering”) represent about 47% of all claims payments. 72% of all bodily injury claims are for soft tissue injuries such as neck strain and whiplash, and 90% of these are settled for less than $4,000.  



Of the 50,000 bodily injury claims filed each year, only about 500 are settled in court.  As these tend to be for serious injuries or anomalous cases (e.g., aggravated prior injury), court rulings do not provide adequate guidelines for settlement ranges for minor to moderate soft-tissue injury claims.



Current levels of settlement depend on a wide variety of factors, including the abilities of the lawyer, the claims adjuster, and whether the claim is settled out of court.  



In 1992, ICBC introduced a set of settlement “caps” for minor soft-tissue injuries, which subsequently were the source of several legal challenges.  As a result, ICBC spends millions of dollars each year in legal fees and court costs to settle relatively minor soft tissue injury claims.  In order to help control these costs, ICBC should establish a more controlled way of administering the settlement of minor to moderate soft tissue injury claims.



This initiative would involve developing clearly defined specific degrees of minor to moderate soft tissue injury (e.g., “mild”, “mild-to-moderate”, or “moderate”), and setting strict limits on the amount of compensation to be offered for each degree of injury.  



In settling soft tissue injury claims, ICBC would be able to offer claimants only up to the limit available for their specific injury.  The amounts would not be increased for claimants who have legal representation.  Limits would be strictly adhered to, especially in represented claims, in order to avoid extended negotiations with claimants and their lawyers.  



This initiative has been divided into two options:



Option 1: 

Finalize the design of, and implement, lower settlement ranges which will be applied to virtually all minor to moderate soft tissue injury cases.  Such an approach would have only a modest effect on unrepresented claims, as very few of these claims are settled for the maximum amount set for their injury level.



Option 2: 

Reinforce the settlement ranges established in 1992, which would be applied to virtually all minor to moderate soft tissue injury cases.





Over the short term, this initiative could result in more claimants seeking legal representation in an attempt to inflate settlement amounts.  This would likely cause more claims to go to court , as lawyers may advise claimants that they could get a higher award in court than by settling with ICBC. 



This initiative also includes two additional legal tools which are essential to manage the potential increase in court utilization and costs, and to minimize the effects of a heightened adversarial environment:  �Increased In-house Counsel; and �Transfer of Management of Outside Counsel from Attorney General to ICBC  (complete discussion papers attached).





Impacts:



Customer:

Settlements for claimants with soft tissue injuries will be subject to the new lower settlement or reinforced settlement ranges, depending on which initiative is implemented.

Will provide greater equity among claimants, as settlement levels for similar injuries will be the same.

Claimants will know exactly what they will be able to receive for their injuries, thus avoiding lengthy claim negotiations.

May lead people who may otherwise settle claims without representation to seek legal representation in an attempt to inflate settlement levels; this will likely improve over time as the initiatives become better established.

Could increase demand for internal DR services, primarily internal mediation process.



Stakeholders: 

Could increase demand for ADR service providers and defence counsel.

Some trial lawyers may see a decrease in contingency fees, since settled awards may be lower than they were previously.

Some lawyers may see an increase in business, as some claimants who may not have sought legal representation will do so.

	

�Government:

Will require the cooperation of the Ministry of the Attorney General to develop a more focused group of defence counsel to support the new settlement ranges.

May require an agreement with the Attorney General to exclude cases involving only soft-tissue quantum assessment from new dispute resolution processes.

Over the short to mid-term, could lead to increased court utilization, leading to higher court costs, and further delays in claim settlement.



ICBC: 

A number of areas (Claims Operations, Claims Bodily Injury Technical, ADR, and Internal Defence Counsel) will see increased administrative pressures and costs.

Could result in higher legal costs, as more claimants would choose not to settle their cases out of court.

Could undermine ICBC’s other initiatives to reduce pressures on the courts, such as ADR.

Additional legal tools (increased in-house counsel and management of outside counsel) will help to manage the increase in legal pressures.



Net Savings:	

OPTION 1: 	Implement and enforce lower settlement ranges

Unrepresented Claims:	$13 million annually

Represented Claims:		$60 million annually



OPTION 2:	Reinforce existing settlement ranges

Unrepresented Claims:	$8 million annually

Represented Claims:		$36 million annually



Summary:

Pros:

Could generate public support for reducing claims costs for minor subjective injuries.

Could reduce the number of claims for relatively minor injuries.

Would remove many of the inequities among settlements for similar injuries.

Would be strongly supported by the medical community.



Cons:

Could cause increased pressure and costs on the courts, particularly during a transition period, until the settlement ranges have been better established.

Could undermine other government and ICBC programs to reduce pressures on the courts and legal costs, by causing more claimants to seek legal counsel and proceed with litigation.

Efforts to enforce settlement ranges could be characterized by some interest groups as establishing a “meat chart” for soft-tissue injuries.

Trial lawyers will lobby actively against this initiative, as they could lose profitable business helping to settle smaller claims.

�

INITIATIVE:	Increased Number of In-house Counsel	





Description:	

Presently ICBC has 36 in-house counsel and this initiative would increase that number by an additional 25 lawyers.



In-house counsel concentrate their efforts in one area of law and develop their expertise accordingly.  Also, they are able to conduct defence files at a lower cost to ICBC than outside counsel (approximately $2000 less per file) due to savings in efficiencies, costs and quality.





Impacts:



 Stakeholders: 

Would decrease the amount of work being assigned to outside defence counsel and may impact small law firms.



ICBC: 

Would increase the number of permanent staff, overhead and systems needs.

Would increase administration costs by $1 million per year but save on outside counsel fees and costs (approximately $2000 less per file).

Would need to be linked with Outside Counsel List initiative.

Creates greater flexibility for ICBC in directing work to dedicated counsel.





Net Savings:



1998�1999�2000��               ($2M)	�$4M�$8M��

�

Summary:



Pros:

In-house counsel would be more attuned to internal needs, would be more flexible, would build expertise and would have better results in the manner of lower settlements.

In-house counsel would be more supportive of dispute resolution/mediation initiatives.

Would result in administrative efficiencies and costs savings.

Would result in more efficient quality control.

Would build a higher trust level between adjusters and counsel.



Cons:

Initial start-up costs.

Need to be sensitive to economics of local firms as workload may be reduced.

Some negative reaction from lawyers can be expected.  If current defence counsel designation process is retained, there could be an increase in complaints to the Attorney General as workload assigned to outside firms is reduced.



�

INITIATIVE:	Outside Counsel List - Transfer of the primary control of the management of outside counsel firms from the Attorney General to ICBC  





Description:	

Prior to 1985, ICBC retained exclusive control of the hiring, management and evaluation of those law firms and counsel in BC which conducted defence files for ICBC.  Much of ICBC’s defence work came to be concentrated in too few firms, most of which were located in downtown Vancouver. As a result, ICBC was designated pursuant to s.2.1 of the Attorney General Act and as a result the Attorney General must approve all key matters relating to management of outside counsel.

	

In 1996, ICBC received 15,738 new lawsuits and spent $46.1 million on outside defence counsel fees.  The current number of firms on the Approved List (approximately 160) is too large to permit proper management and control of defence counsel performance and cost-effectiveness.  Effective management of outside counsel is extremely important if litigation costs are to be contained or reduced and if there is going to be adequate management of litigation results.



This initiative requests the transfer of control of the management of the outside counsel list from the Attorney General to ICBC.  Among other things, ICBC would:

Implement an RFP process to effect an overall reduction in the approved list in a fair and objective manner.

Begin to test various attractive alternative billing methods.

Provide the Attorney General with the appropriate reports and audit rights.

Maintain regional representation.





Impacts:



Stakeholders: 

Would alter the make-up of the outside counsel list and likely result in a smaller list.



Government:

Would require the Attorney General to release ICBC from the designation approval process.

Legal Services Branch, Ministry of Attorney General, is supportive of streamlining the process.

Reduces costs for Ministry of Attorney General and reduces complaints to the AG as they would no longer be responsible for which firm/lawyer is on the approved list.



�

ICBC: 

Could have administration, facilities and systems impacts on Special Counsel, Litigation, Claims Operations, Claims Tech, ADR Department, and Corporate Law.

Some overlap of savings with Selected Counsel Management initiative and Task-Based Billing/Litigation Management System initiative.





Net Savings:

	 

1998�1999�2000��$2M�$2M�$2M��



Summary:



Pros:

Results in more effective control of claims costs and legal expenses.

Allows for greater flexibility in billing practices.

Results in a better working relationship with counsel on list,  fewer delays and more support of ICBC initiatives to reduce litigation costs.

More open and competitive lists of approved outside counsel.

Reduced administrative costs to Ministry of Attorney General.

Shorter list of outside counsel and therefore smaller system to manage.

Eventually lead to the identification of best counsel with lower legal fees and better results.





Cons:

Perception that ICBC may favour certain outside counsel but should be balanced by RFP process.

�

INITIATIVE:		Photo Radar Increased Deployment and Efficiency





DESCRIPTION:	

Presently ICBC has 30 photo radar cameras for deployment.  This initiative would add 25 cameras, on top of the 15 cameras added in Option One, starting in 1998. The initiative would also include a review of police deployment practices by the Ministry of Attorney General, leading to increased deployment and improved deployment strategies. 



ICBC’s original goal was to reduce mean speed throughout the province by three per cent.  Although there has been a significant reduction in speed at the camera sites, mean speed at covert sites has only been reduced by 1.3 per cent, indicating that the desired general deterrence effect has not been realized.  There are several reasons for this, including fewer deployment hours than anticipated, fewer sites in use than anticipated, extensive publication of specific site locations, and no deployment in municipalities that objected to the use of photo radar.



Ads published in July, 1996 said, “We will let you know the general areas where photo radar is located.”  Knowledge of specific sites and deployment times results in a limited deterrent effect instead of an overall general deterrent effect, therefore reducing the efficiency of photo radar. 

The police unit in charge of the photo radar program publishes photo radar sites for the month with general road and/or street block information (i.e. 0-2000 block Quadra Street). There is a public expectation that photo radar sites will continue to be announced. Effectiveness of the program would be improved either by not announcing the sites or by significantly increasing the number of sites that are publicized.  Either approach would increase the general perception that the use of this law enforcement tool is widespread.



Police in charge of the photo radar program are not deploying photo radar in municipalities unless the local police have asked for this law enforcement tool to be used.  There are still several municipalities where photo radar is not in use, even though the Attorney General has stipulated that enforcement may occur in any jurisdiction.  Universal enforcement of photo radar in all municipalities would increase the effectiveness of the program.  Increasing public awareness, through more extensive advertising, would also improve the program.  When public awareness is heightened and when drivers believe that they may encounter enforcement at any time and place in their travels, the results should be fewer crashes, more lives saved, and a reduction in claims costs.



This initiative proposes an addition of 25 cameras in mid to late 1998, on top of the Option One addition of 15 cameras, bringing the total to 70 cameras. 

�

IMPACTS:	

	

Government

Consultation with the Ministry of Attorney General is needed for a multiple of items:

Additional police resources would be required

Consideration of universal enforcement of photo radar throughout all municipalities 

Review of police deployment practices to lead to improvements in the effectiveness of the photo radar program.

 

The Ministry of Municipal Affairs and some municipalities would also have to be consulted if the Ministry of Attorney General enforced the use of photo radar in all municipalities.



ICBC

Financial estimations for net savings of the additional cameras include the implementation of improved deployment practices.  This initiative should result in the anticipated three per cent reduction of the overall provincial mean speed as more cameras are being deployed and the program is running more effectively.



ICBC would expect to pay for the additional cameras as well as the costs for training and paying for the additional police resources required for further enforcement.  Photo radar cameras cost approximately $100,000 each.  For every 15 new cameras, an additional 30 police officers are required, resulting in a cost of $3.8 million per year, including training.  





NET SAVINGS:	

With the addition of photo radar cameras, addressing the photo radar administration deficiencies and increasing public awareness, ICBC can expect a reduction in speed related claims.  This initiative would produce an additional net benefit in the reduction of claims costs over and above the current 30-camera program budget estimates (Cost Containment II).  



While an increase in the issuance of tickets will generate more revenue it should be noted that as photo radar becomes more effective and driving behaviour changes, a reduction in speeding should result in less tickets being issued and therefore create a drop in ticket revenue.

�

For the addition of 25 cameras, bringing the total to 70 cameras, the additional net benefits estimates are as follows:



	Claims Costs Savings

1998�1999�2000��$9.4M�$61.9�$66.5��



SUMMARY:



Pros:

Added cameras and heightened public awareness are expected to decrease mean speed by 5%, resulting in a reduction in crashes, and reduced claims costs.

Increased cameras will significantly increase revenues.



Cons:

May generate negative public reaction as approximately a third of ICBC customers do not approve of photo radar.

This could be perceived by the public as a “cash grab”.

Ending the announcement of unit placement could be opposed by the public.

Could result in negative reaction from municipalities that have opposed the program.





�

INITIATIVE:	Increase Driver Penalty Point Premium (DPPP)





DESCRIPTION:

Drivers who attract certain moving violations are required to pay DPPP when they acquire 4 or more penalty points in a year.  DPPP helps offset premiums that would otherwise have to be collected from vehicle owners.



The amount of premium applied to each level of points could be increased, and ICBC was to increase DPPP by 5% on January 1, 1998 as part of the Six Point Program but this has been held pending this discussion..  This initiative is to increase DPPP to 50%.



The 1998 5% increase would result in ICBC collecting approximately $1 million in additional income. This initiative, a 50% total increase, would result in an approximately $10 million additional income. These estimations are above the 1997 DPPP to be collected. 



In addition, some individuals may also face an increase in driver penalty points as a result of the review underway by the Superintendent of Motor Vehicles to develop the Dangerous Driver Profile Assessment initiative which will revalue DPPP to the severity of the offences.



IMPACTS:

Customers

While this measure could act as a deterrent to poor driving behaviours, a substantial increase in premiums may be overly harsh for some drivers, particularly in conjunction with other components of the Six Point Plan, such as increased speeding fines, the Crash Responsibility Charge, the 5% DPPP increase as well as the possibility of a rate increase.

The deterrent affect will be less effective to those with greater means to pay the increased premiums, thus creating an unfair disadvantage to those with less financial resources.



ICBC

Will generate an additional $10 million annually for ICBC.

Will likely be characterized as a ‘cash grab’ and may result in more customers choosing to use private insurers for optional coverage.

Will likely increase administrative and collections costs, as more people end up with greater debt which they may be unable to pay.



Government

Will require a change to the Insurance (Motor Vehicle) Act Regulations.

�

NET SAVINGS:

Will generate up to an additional $10 million annually for ICBC, depending on the increase.





SUMMARY:



Pros:

Will act as a financial deterrent for poor driving behaviours.

Will help to offset insurance costs for good drivers.

Will generate up to a $10 million annually for ICBC.



Cons:

May be perceived by the public as a ‘cash grab’.

May be too expensive for those with more limited financial means.

Will create an unfair advantage for those with greater ability to afford the increased DPPP.

Will likely increase administrative and collections costs for ICBC.



�

INITIATIVE:	Evidence-Based Medical Payment Policies





DESCRIPTION:

Many of the medical therapies ICBC currently funds have no known medical basis. Others have questionable benefits and may lead to further complications to the injured claimant if overused.  ICBC is following the lead of other organizations in curtailing the use of ineffective therapies, such as massage therapy, reflexology, homeopathic therapy, acupuncture, and other non-traditional western methodologies.



This initiative defines payment parameters based on the best available medical evidence and implements payment policies and defence strategies to reinforce the policies.





IMPACTS:



Government:

Would have implications for the Ministry of Health, the Medical Services Plan and the Workers Compensation Board if ICBC stopped covering therapies covered by these agencies.



Customer:

Would restrict claimant’s use of  therapies with no evidence of effectiveness.

Could be considered biased against other cultures with medical practices other than traditional western methods of healing.



Stakeholders:

Would significantly impact practitioners presently being covered (massage therapists etc.).



ICBC:

This initiative would have administrative implications for Claims Operations and may increase workload for Claims Litigation. 

Places onus on ICBC to develop medical standards on what is an effective therapy.

ICBC may be seen as supporting only traditional western methods of healing.



�

NET SAVINGS:



			Based on what is currently being paid out

1998�1999�2000��$5M�$5M�$5M��



SUMMARY:

Pros:

Costs savings to ICBC.



Cons:

Could be characterized by affected groups as an attack on some aspects of health care, such as availability of service and type of service.

Could lead claimants to migrate to other “covered” therapies which are already facing significant demand. For example, if massage therapy is no longer being covered, patients will seek services from physiotherapists.



�

INITIATIVE:	Night Court - Increase court time through night and week-end sittings, to be dedicated primarily to traffic offences to enable a quicker and more effective response to violators.





DESCRIPTION:

The extension of court hours into the evenings and week-ends would increase the utilization efficiency of current facilities and decrease court back-log.  This initiative would also improve the effectiveness of traffic laws by ensuring a quicker response to violations.  In addition, police officers might be more willing to lay charges if they thought the courts could handle the case load.  





IMPACTS:



Stakeholders

Could increase the likelihood of charges being laid by police as they will be more confident that courts could handle case load.



Customers:

May be more convenient to the public as court hours for traffic violations would increase.



Government

Requires consultation with the Ministry of Attorney General, judiciary and legal community.  

Court costs could be shared with ICBC.  

This initiative raises issues of whether prosecuting traffic offences should be allotted extended court time when criminal and other urgent matters are also suffering from backlog in the courts..



ICBC

The deterrent effect of ticketing and enforcing traffic violations would ensure the optimum impact of all enforcement initiatives.





NET SAVINGS:	

A feasibility study should be undertaken with consideration of ICBC funding the court costs in part or whole.



1998�1999�2000��N/A�N/A�N/A���

SUMMARY:	



Pros:	

Reduces strain on the courts by freeing-up valuable court time during the day for more serious cases.

Could increase the likelihood of charges being laid, since police will be more confident that the courts could handle the case load.

Could increase revenue generated through increased convictions and increased collections of violation tickets.



Cons:

Could result in increased administrative and court costs.

Increased charges could result in additional pressure on an already overburdened courts.

Public perception of the government focusing on traffic violations when more serious offenders/offences are not proceeding could create the impression that this is merely a “cash grab” by government.





�OPTION THREE

�

INITIATIVE:	Bodily Injury Responsibility Charge



DESCRIPTION:

At-fault vehicle owners will be held responsible for the first portion of any general damage awards paid on their behalf for bodily injury claims. (Either $250, $500 or $1,000.)  Each year there are approximately 50,000 non-pecuniary award settlements.



To ensure that injured parties are not faced with the responsibility of seeking compensation from the at-fault party, ICBC would pay the full damage award on behalf of the at-fault insured, and then seek compensation from the insured.  ICBC could collect the debt using any available collections remedy (e.g., cancellation of driver’s licence or insurance, refusal to issue insurance, placing a lien on property, etc.).



This will reduce claims costs for ICBC, and therefore help to reduce premiums by placing more of the burden of insurance costs on drivers found to be at fault in an accident.  A large proportion of those charged the BIRC will also be subject to the $250 property damage Crash Responsibility Charge (CRC).



	

IMPACTS:



Customers:

At-fault vehicle owners will be faced with even greater costs, despite having purchased insurance to protect them from such costs.

Customers may demand a driver nomination process similar to that available for photo radar and the CRC, due to the added financial burden of the BIRC.

Many customers will be unable to pay the additional costs.

Many customers will refuse to pay the BIRC, because the injury payment was made for a subjective, soft tissue injury.

Will not affect awards to innocent injured parties.



Stakeholders:

Private insurers will likely attempt to provide optional insurance to protect people from the added charge.  This can be prevented by a legislative change to the Insurance (Motor Vehicle) Act.

Many stakeholders will oppose the move as a “cash grab”.



Government:

Will require an amendment to the Insurance (Motor Vehicle) Act Regulations.

May require a legislative change to the Insurance (Motor Vehicle) Act if a driver nomination process is provided.



�ICBC:

Could decrease claims costs for bodily injury claims.

Will likely increase administrative and collections costs, as many people will be unwilling or unable to pay the additional charges.

Will likely generate greater number of appeals and disputes of liability.

May be necessary to implement a driver nomination process, similar to photo radar and the CRC, which will increase administrative pressures and costs.





NET SAVINGS:

Estimated savings are based on 50,000 settlements (actual number for 1996 was around 56,000), less a 25% contingency factor, and increases in collections and administration costs



BIRC Amount�Net annual claims savings��$250�$6.4 million��$500�$15.7 million��$1,000�$32.5 million��



SUMMARY:

Pros:

Could reduce claims costs for ICBC.

Supports the 6-Point plan, by placing more financial burden on at-fault vehicle drivers.



Cons:

Will likely be characterized as a “cash grab”.

Many people would be unwilling to pay the charge, because of the subjective nature of soft-tissue injuries, which comprise the majority of bodily injury claims (72%).

New charge could be unaffordable for many individuals.

Could increase administrative and collections costs for ICBC.

Will likely increase volume of appeals and disputes of liability, thereby increasing legal costs and delaying claim settlements.

Increased pressures on courts would undermine other initiatives aimed at reducing court costs and pressures, such as ADR.



�

INITIATIVE:	Lower the threshold at which driver penalty point premiums apply from 4 points to 3. 



DESCRIPTION:	

ICBC charges a driver penalty point premium (DPPP) to vehicle owners who have accumulated 4 or more driver penalty points.  The 4-point threshold is in place to protect those drivers who may be claims free for several years, and then get one 3-point violation (e.g., for speeding, running a red light, etc.), but does not protect those with more than one violation or with serious violations such as impaired driving or driving while prohibited, as these violations carry at least 6 penalty points.



Significant revenue could be generated by lowering the limit at which DPPP applies to 3 points.  Lowering the DPPP threshold to 3 points would impact an additional 200,000 drivers, and increase annual DPPP revenue by at least $25 million (this figure increases to $65 million if DPP are also expanded to include photo radar and seat belt violations).



Some examples of violations which attract 3 driver penalty points include*:

Speeding;

Excessive speed;

Failure to stop for police;

Slow vehicle not on right 

Slow driving;

Following too closely;

Excessive noise.



*For full Driver Penalty Point violation list, see Tables 1-4, Division 28 of the Motor Vehicle Act Regulations (attached).





Impacts:



Customers:

Will represent a significant financial deterrent to poor driving behaviours; however, the deterrent effect will be more punitive for those with less financial means.

A large number of customers will be faced with increases in premiums in addition to fines and existing DPPP.

Drivers with very good driving records could see a significant premium increase after only one relatively minor violation (e.g., slow driving or excessive noise).



�Stakeholders:

Police may be reluctant to give violation tickets for more minor violations.



Government:

Will require changes to the Insurance (Motor Vehicle) Act Regulations

Will be characterized as a government “cash grab”

Will require consultation with and support of both the Superintendent of Motor Vehicles and police

Will result in increased number of appeals to the Superintendent.



ICBC:

Will require a rewriting of the current accounting system to accommodate change.

Will increase administrative and collections costs, as more people will be faced with outstanding debt, and may be unable or unwilling to pay.





Net Savings:	

Based on a premium of $130, lowering the DPPP threshold to 3 points will generate approximately $25 million annually.  

If DPP were also expanded to include photo radar and seat belt violations, the net savings would increase to approximately $65 million annually.





Summary:	



Pros:

Supports the Six Point Plan by placing more financial burden on drivers who choose to disobey traffic safety rules.

Will substantially increase penalty point premiums.



Cons:

Will very likely result in public opposition, as a “cash grab”.

Will likely lead to increased disputes and appeals, due to the increased financial implications for customers.

Could lead to increased administrative difficulties and increased collections costs for ICBC.

Penalties could be too restrictive for some vehicle owners, particularly those with less financial means.

Police may be reluctant to issue violation tickets for relatively minor offences.



�

INITIATIVE:	“Right pricing” of optional insurance



DESCRIPTION:

Currently, optional collision, comprehensive and third-party liability premiums are not priced according to their actual loss-ratios.  In the worst cases, premiums for RoadStars (approximately 65% of all owners are eligible) are overpriced by about 20%, while the worst risks are underpriced by approximately 40%.  Therefore, owners with good claims records are subsidizing those who generate the highest costs, which is contrary to the principles of the Six-Point Plan.  



RoadStars are the most sought-after customers, and without “right-pricing”, ICBC is losing a significant number of these clients to private insurers.  This change will correct current inadequacies, and will result in a return of the most profitable business that has been lost to private insurers.



The exact change in premium experienced by individual owners would depend on a variety of factors, such as vehicle type, use of vehicle (e.g., for work or pleasure), and region of province.





Impacts:



Customers: 

This will have no effect on basic compulsory insurance coverage.

Drivers whose coverage is currently underpriced will see their rates for optional coverage increase.  The increases will vary, but some owners will see increases of as much as 40%.

The best insurance risks (particularly those eligible for RoadStar status) will see a significant reduction in their premiums.  

Some of the premium changes will have no relation to the owner’s driving or claims record, but will be based on such criteria as the type of optional insurance coverage they purchase, what they use their vehicle for, or the region of the province in which they live.  For example, owners who live in the Lower Mainland will see their premiums rise, while others, such as those who live in the Kootenays will see a decrease. 

Those who will see the largest increase in optional coverage premiums will likely be those drivers who belong to high-risk groups (mainly new drivers) and those who choose to purchase high-risk vehicles (those which are more expensive to repair or are more easily stolen).  Young people will be particularly affected, as they tend to belong to these groups.�

�ICBC:	

The primary benefit to ICBC will be the return of the most profitable business, which has been lost to private insurers.  Depending on the return of this business to ICBC, it is anticipated that this change will increase revenue by about $10 million a year.



Government:  

Changes required to the Insurance (Motor Vehicle) Act Regulations.

Will not impact any other government agency.



Stakeholders: 

Brokers would have a more narrow range of different insurance packages to offer clients, as there would be little difference between the premiums for ICBC and those for private insurer coverage.. 

Private insurers may lose some of their business, as customers return to ICBC for optional coverage.  However, this initiative will not restrict their operating behaviours in any way.





Net Savings:	

The net benefit to ICBC is estimated to be approximately $10 million annually, depending on the return to ICBC of profitable optional business.





Summary:	



Pros:

RoadStars will be rewarded even more with reduced premiums.

The best drivers will stop subsidizing the insurance of poor risks.

The loss of “good” business to private insurers will be greatly reduced..

An estimated $10 million in lost profits will return to ICBC.



Cons:

Those with good claims records in recent years may see their rates increase somewhat, depending on a variety of criteria (vehicle type, vehicle use, region, etc.).

Increases for some owners could be particularly large if their is a compounding of a number of factors affecting the individual’s coverage (e.g., high-risk vehicle coupled with regional increase).

Young people will be particularly affected, as they tend to be among those drivers who belong to the highest risk groups, including new drivers and those who purchase higher-risk vehicles such as sports cars.



� 

INITIATIVE:	Mandatory Immobilizer Requirement



DESCRIPTION:

Automobile theft costs ICBC approximately $70 million a year.  A significant savings in these costs could be realized if new vehicles were equipped with vehicle immobilizers. 



This proposal would require all new vehicles sold in British Columbia to have either a factory or dealer installed immobilizer in order to reduce theft.  Installation of standard equipment immobilizers on high theft vehicles in the past have reduced the theft rate by 61 - 75%.  Currently about 40 percent of new vehicles come installed with such immobilizers.





IMPACTS:



Customers:

Will reduce the possibility of theft of both the vehicle and its contents (e.g., stereo equipment, cellular phones, clothing, etc.). 

Will likely increase vehicle costs by $300 - $400.

Vehicle repair costs could increase, if immobilizers are damaged.



Stakeholders:

Vehicle dealers in other jurisdictions could take business away from British Columbia dealers, as they will not be held to the same requirement.

Business groups may accuse the government and ICBC as placing unfair restrictions on independent business in B.C.

Dealers will see increased business costs and added inconvenience.



Government:

Will require an Regulatory amendment to the Motor Vehicle Act Regulations, and may require a Legislative change to the Motor Vehicle Act.



ICBC:

Will reduce auto theft of new vehicles, thereby reducing claims costs.





NET SAVINGS:

1998�1999�2000��($30,000)�$3,170,000�$6,370,000��



�SUMMARY:



Pros:

Will reduce auto theft of new vehicles and contents, thereby reducing claims costs.



Cons:

Will increase costs for auto dealers and purchasers of new vehicles by about $300 - $400 per car.

Could be characterized as restricting business in British Columbia, as vehicle dealers in other jurisdictions would not be held to the same requirements.  

Could result in dealers in communities which border other jurisdictions losing business to dealers outside of British Columbia.

�

INITIATIVE:	Eliminate the property damage hit and run remedy from Basic coverage



Description:	

As part of the Basic compulsory auto insurance coverage, all vehicle and other property owners have a right of action against ICBC when their property has been damaged by an unidentified motor vehicle, subject to a deductible of $350 (originally it was $150). 



If property owners have other insurance, ICBC only pays the difference between the deductible on the owner’s policy and the deductible under the remedy.  If property owners (or vehicle owners) have no insurance, the hit-and-run remedy pays the claim in full, less the deductible under the remedy.  Those who are injured by unidentified vehicles receive full compensation, not subject to the deductible.  



This coverage is highly susceptible to fraudulent claims (e.g., two persons without collision insurance agree to each make hit-and-run claims).  One means of protecting ICBC from such fraudulent claims, and for reducing claims costs for hit-and-run claims would be to eliminate the hit and run remedy for property damage from its Basic compulsory coverage.  



This would mean that persons without home or vehicle insurance would receive no compensation for damage caused in a hit-and-run crash.  Individuals who do not have a vehicle would need to purchase separate property damage insurance to protect themselves from loss.





Impacts:



Customers:

Those with no vehicle or home insurance will not be compensated for hit-and-run property damage.

Those with other property damage insurance, with a deductible greater than $350 will be somewhat affected, as they will not receive compensation for the difference in deductibles.



Stakeholders:

Private optional insurance providers will have to start providing coverage for hit-and-run property damage, which they have previously not provided.



Government:

Will require legislative amendment to the Insurance (Motor Vehicle) Act.



�ICBC:

Many of ICBC’s fraud concerns will be removed, since no further claims from those without insurance will be available.





Net Savings:	

It is estimated that ICBC will save $8 in claims costs annually.





Summary:	

Pros:

ICBC will see savings of $8 million annually

Reduced hit-and-run fraud claims



Cons:

Forces those who can least afford it, and those without vehicles, either to forego such losses suffered through no fault of their own, or to buy collision insurance.

Could be characterized as a “cash grab”.





�Appendix Three

��Appendix Four

	Six Point Traffic Safety Program: Status Report



PROGRAM�STATUS��CRACKDOWN ON IMPAIRED DRIVING��Indefinite License Suspension�Implemented Aug. 29/97

Remedial programs still under development��Impaired Driving Roadchecks�Negotiations are ongoing with the police.

Contracts being finalized for increased enforcement from Dec. 8, 1997 -

Jan. 6, 1998.��Improved Detection for Drug Impairment�Training of police for Standardized Field Sobriety Testing to start 4th quarter 1998 (5 year program)

Training of police for Drug Recognition will start 1st quarter 1998.���Administrative Driving Prohibition/Vehicle Impoundment�Legislation in force ��ANTI-THEFT AND FRAUD MEASURES���Premium Discount for Anti-theft Devices�Target implementation of May 1998��Fraud Penalties�Legislation in force, July 31, 1997��Reduced Benefits Joyriding�Legislation in force, July 31, 1997��Auto Crime�Planning for Auto Theft Task Force continues with Ministry of Attorney General and BC Association of Chiefs of Police; Task Force will be in place for April 1, 1998.���

PROGRAM�STATUS��ACTION TO REDUCE SPEEDING AND GET TOUGH WITH DANGEROUS DRIVERS���Intersection Safety Cameras�Technology review announced Nov. 12, 1997

Installation of cameras for technology review to be completed mid-December 1998.

First tickets and fines to be issued 4th quarter 1998��Escalating Fines�Escalating fines effective Dec. 15, 1997��Increase Driver Penalty Points�Target implementation for 1st quarter 1998��Crash Responsibility Charge�Announced Nov. 14, 1997

Implementation scheduled for Jan. 1, 1998��NEW MEASURES TO IMPROVE DRIVING���Mandatory Retraining for Bad Drivers�OIC under development��Graduated Licensing (New Passenger & Motorcycles)�Program model approved by Minister in late October

Consultation with driver training schools ongoing

Systems development

Planned implementation Aug. 1, 1998��IMPROVE EFFICIENCY, CUT COSTS AND REDUCE LEGAL DELAYS���Dispute Resolution�Regulations are under development

Consultations with judiciary commenced Nov. 14, 1997

Target implementation date mid to late Jan. 1998��Net vs. Gross�Legislation in force��Structured Settlements�Legislation will be effective Feb. 1, 1998��Customer Account Management�Appeal issues and computer systems changes are being resolved

Target implementation mid-1998��Centralized Estimating Facility�Target implementation of new facility 3rd quarter 1999��Traffic Safety Commission�Terms of reference and Ministerial responsibility still outstanding��
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