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1 EXECUTIVE SUMMARY 

In British Columbia (“BC”) the Insurance Corporation of BC (“ICBC”), a provincial Crown Corporation, is 

responsible for providing basic auto insurance. Optional insurance coverage may be purchased from ICBC or 

from private insurance companies.  

Increases in the number and value of claims have led to increases in basic auto insurance premiums, and 

basic premiums in BC are now among the highest in Canada.1  In response to concerns around affordability 

and fairness successive governments have undertaken reviews of ICBC’s operations to identify changes that 

could limit future increases in premiums. Those reviews have focused primarily on changes to the system, and 

have not included an assessment of the impact that increased competition would have on the market and 

premiums paid by BC drivers. 

To identify potential benefits and trade-offs of allowing increased competition in the provision of auto insurance 

in BC, the Insurance Bureau of Canada (“IBC”) engaged MNP to undertake an assessment of the potential 

impact of increased competition on consumers and service providers.   

1.1 Key Findings 

Competition would lead to changes in the pricing structure that could lower premiums for the 

majority of policyholders.  

ICBC’s current basic premiums are primarily based on driving 

experience, location of use, and driving record. In provinces with 

competition, premiums are based on additional factors that have been 

shown to be highly correlated with risk (e.g., age and kilometres 

driven). Increased competition could be expected to change the 

pricing structure and could lead to reductions in premiums for lower-

risk drivers. Premiums for higher-risk drivers could be expected to 

increase. The extent of those increases would depend on if limits were placed on the maximum premiums that 

could be charged.  

Changes in the pricing structure due to increased competition were estimated to lead to premium reductions 

for approximately 60 percent of drivers. 

                                                      

1 E&Y – ICBC Affordable and Effective Auto Insurance – A New Road Forward for British Columbia, July 10, 2017, page 
178. 

Allowing competition in the market 

for basic insurance was estimated 

to reduce premiums for 

approximately 60 percent of BC 

drivers.   

Competition could lead to additional savings for policyholders through:  

• Bundling, loyalty or group programs.  

• Reducing claim costs.  

• Encouraging innovation.   
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Competition would allow policyholders to receive discounts on premiums through bundling, 

loyalty or group programs.  

In provinces with competition, policyholders that bundle insurance products (e.g., home and auto) receive 

discounts which reduce their overall insurance costs. Additional discounts for specific groups may also be 

available.  Examples of discounts offered by private insurers in other provinces are: 

• Bundling insurance - Consumers that purchase 

property and auto insurance from the same insurer may 

be eligible for a discount (e.g., Cooperators2, AllState3 

and Intact4 all advertise discounts for the purchase of 

multiple products). 

• Group insurance programs - Members of organizations 

that belong to group programs receive preferred rates on 

home and auto insurance (e.g., AllState offers its Good 

Hands Group Insurance program5). 

• Renewal - Consumers that have been with the same 

insurer for a specified period may receive a discount. 

To illustrate how individual consumers could benefit from bundling we estimated the discount that a consumer 

who purchased both auto and home insurance would receive based on published discounts (Table A).  

Through bundling auto insurance premiums of $1,100 and home insurance premiums of $600 a consumer 

was estimated to save between $85 and $225 annually.  

Table A: Impact of Discounts on Individual Premiums  

 Premium  
(No Discount) 

Discounted Premiums6 

Low  
(5 percent on both) 

High  
(15 percent auto, 
10 percent home) 

Basic Auto Insurance $1,100 $1,045 $935 

Home Insurance $600 $570 $540 

Total $1,700 $1,615 $1,475 

 

Competition could lead to reductions in claim costs that reduce premiums. 

Insurance premiums are based on the overall cost of claims. 

Consequently, changes in the number or value of claims tend to 

result in similar changes in premiums.   

Customer satisfaction is an important factor in customer 

retention. Consequently, insurers that are competing for business 

may approach the claims process differently than in the current 

                                                      

2 https://www.cooperators.ca/en/insurance/auto/compare-auto-insurance.aspx 
3 https://www.allstate.ca/webpages/auto-insurance/auto-discounts.aspx 
4 Intact, Home and Auto Insurance Bundle, (https://www.intact.ca/home-and-auto-insurance-bundle)  
5 AllState, “Good Hands Group Insurance Program”. (https://www.allstate.ca/webpages/otherprod/group-insurance.aspx) 
(Accessed December 16, 2017) 
6 Intact, Home and Auto Insurance Bundle, (https://www.intact.ca/home-and-auto-insurance-bundle)  

Competition would provide savings to 

individual policyholders through 

bundling discounts. To illustrate those 

savings, a consumer that bundled 

basic auto insurance premiums of 

$1,100 and home insurance premiums 

of $600 was estimated to be able to 

reduce their annual insurance costs by 

between $85 and $225.  

Reducing claim costs for minor injuries 

by between 5 percent and 10 percent 

through changes in the way claims are 

handled was estimated to reduce basic 

premiums by between $18 and $40.  

 

 

 

 

 

https://www.allstate.ca/webpages/otherprod/group-insurance.aspx
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environment. Changes in the way that claims are managed that result in greater efficiencies, and a less 

adversarial process could reduce claim costs and premiums.  

Changes in the way products are priced may also influence claimant behavior. If making a claim for minor 

damage would result in significant increases in insurance costs, claimants may choose not to make a claim. 

Reductions in the number of minor damage claims would reduce claim costs and could result in reductions in 

premiums.  

Competition would encourage innovation that could result in improved products and 

services which reduce claim costs and premiums. 

Through competition, insurers would seek to reduce costs and provide greater value to consumers. This could 

result in innovation in products or processes that lower claim costs and premiums.  

Examples of innovation in products and processes that are being used in other provinces are: 

• Usage Based Insurance involves installing a device in the vehicle to assess driving behavior. The 

information collected is used to determine discounts on insurance.7 The technology was first used in 

Canada in 20128 and is being used in Ontario and Alberta9. 

• Service Centres have been used in other provinces as a way of streamlining vehicle repairs and 

reducing administration costs for both insurers and material damage providers.  Customers drop off 

their damaged vehicle at a service centre and the insurance company manages the repair process 

through its preferred supplier network.  The vehicle is returned to the customer once the repairs are 

completed.   

1.2 Minor Injury Caps and Competition 

Rising claim costs due to increases in the number of accidents, 

and increases in both the number and value of minor injury 

claims mean significant increases in premiums are required in 

the current environment.10 In other Canadian jurisdictions, rising 

claim costs led to product reforms that included caps on minor 

injury awards for pain and suffering.11  

According to insurers interviewed by MNP, caps and definitions 

of minor injuries are an important factor in limiting claim costs. 

We estimated that the introduction of a minor injury cap of 

$5,000 could reduce claim costs by between 10 percent and 13 

                                                      

7 IBC, “Telematics”, (http://www.ibc.ca/sk/auto/buying-auto-insurance/how-auto-insurance-premiums/telematics) 
8 CISISON, “First in Canada – Industrial Alliance Launches Mobiliz, A Revolutionary Program to Improve Driving 
Behaviours of Young Drivers”, April 11, 2012. (http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-
launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html) (Accessed 
December 15, 2017). 
9 Canadian Underwriter, “Allstate rolls out telematics auto insurance in Alberta”, April 5, 2016 
(https://www.canadianunderwriter.ca/insurance/allstate-rolls-telematics-auto-insurance-alberta-1004088422/) (Accessed 
December 15, 2017) 
10 E&Y, page 8.  
11 Ibid. 

Introducing a minor injury cap of 

$5,000 in the current environment 

was estimated to help stabilize 

ICBC’s financial position but is 

unlikely to result in reductions in 

premiums relative to their current 

(2017) levels.  

 

Combining minor injury caps with 

increased competition could result in 

premium reductions for many 

policyholders.   

 

http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html
http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html
https://www.canadianunderwriter.ca/insurance/allstate-rolls-telematics-auto-insurance-alberta-1004088422/
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percent. In the current environment, we estimated that such a reduction in claim costs could lower the required 

increase in basic premiums from between 15 and 20 percent to below 5 percent. This suggests that the 

introduction of a minor injury cap in the current environment would help stabilize ICBC’s financial position, but 

would be unlikely to result in significant reductions in premiums relative to their 2017 levels. 

However, combining increased competition with the introduction of a minor injury cap could lead to reductions 

in premiums through the mechanisms described in Section 1.1. Those are: 

• Changes in the pricing structure that align premiums with relative risk. 

• Introduction of discounts for consumers that bundle insurance products. 

• Innovation that leads to the introduction of new products and services that reduce costs.  

1.3 Benefits and Trade-offs for Stakeholders 

In addition to changes in premiums, competition could affect stakeholder groups. The table below summarizes 

the benefits and trade-offs for each group of stakeholders. 

Stakeholders Benefits Trade-offs 

Consumers • Reductions in premiums for 
experienced drivers and those 
with no history of claims.  

• Access to more insurance 
options that may improve 
service levels and lower 
premiums. 

• Access to discounts on both 
home and auto insurance due 
to bundling. 

 

• Increases in premiums for higher-
risk drivers (e.g., those that have 
multiple claims or driving infractions) 
and those under age 35. The extent 
to which premiums would change 
would depend in part on if limits or 
rules were put in place on maximum 
premiums as has happened in other 
jurisdictions.  

Insurance Brokers • Changes in commission rates 
could benefit brokers with 
higher volumes.  

• Increased product choice could lead 
to increases in training costs.  

Material Damage 
Service Providers 

• Larger service providers could 
have increased control over 
the rates they are able to 
charge for their services. 

• Increased ability to respond to 
changes in the marketplace. 

• Small independent shops would 
need to join supplier groups.  

• Reductions in the number of service 
providers due to consolidation.  

 

Legal Service 
Providers 

• There are not anticipated to 
be significant benefits for legal 
service providers from 
competition.   

• Competition could result in changes 
to how insurers approach the claims 
process. This could reduce the 
number of claims that involve legal 
representation.  

Government • Lower risk of needing to 
subsidize ICBC’s operations 
to keep premiums artificially 
low.  

• Improved public perception of 
auto insurance.  

• Need to provide oversight to multiple 
basic insurance offerings, as well as 
additional optional insurance 
offerings from new entrants. 
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2 INTRODUCTION 

2.1 Background and Purpose 

In British Columbia (“BC”) the Insurance Corporation of BC (“ICBC”), a provincial Crown Corporation, is 

responsible for providing basic auto insurance. Optional insurance coverage may be purchased from ICBC or 

from private insurance companies.  

Increases in the number and value of claims have led to increases in basic auto insurance premiums, and 

premiums in BC are now among the highest in Canada.12  In response to concerns around affordability and 

fairness, successive governments have undertaken reviews of ICBC’s operations to identify changes that 

could limit future increases in premiums. Those reviews have focused primarily on changes to the system, and 

have not included an assessment of the impact that increased competition would have on the market and the 

premiums paid by BC drivers. 

To identify potential benefits and trade-offs of allowing increased competition in the provision of auto insurance 

in BC, the Insurance Bureau of Canada (“IBC”) engaged MNP to undertake an assessment of the potential 

impact of increased competition on consumers and service providers.   

2.2 Scope of Study 

The scope of the study encompassed: 

• Identifying the key features of auto insurance and how it is offered in other provinces in Canada.  

• Developing scenarios to illustrate how stakeholders, (e.g. policyholders, insurance brokers, material 
damage service providers, legal service providers and government) may be affected if increased 
competition were permitted in the provision of auto insurance.  

• Identifying potential benefits and trade-offs for stakeholders as a result of increased competition in 
the provision of auto insurance.  

• Developing estimates of changes to premiums for different groups of policyholders that could result 
from increased competition in the provision of auto insurance.  

2.3 Structure of the Report 

The remainder of the report is structured as follows: 

• Section 3 describes the methodology and approach used by MNP in undertaking the study.  

• Section 4 provides an overview of the current state of auto insurance in BC. 

• Section 5 reviews how auto insurance is provided in other provinces in Canada and identifies the 
key features of auto insurance where competition is permitted.  

• Section 6 contains an assessment of the benefits of increasing competition in the provision of auto 
insurance in BC and estimates of the impact on premiums and claim costs. 

• Section 7 summarizes the findings of the study. 

                                                      

12 E&Y, “ICBC Affordable and Effective Auto Insurance  – A New Road Forward for British Columbia”, July 10, 2017, page 
178. 
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2.4 Glossary  

Earned Vehicle -  refers to an insured vehicle for which there was a policy in place during the period in 

question. For example, a vehicle that was insured from April 1, 2016 to March 31, 2017 would be counted as 

0.75 earned vehicles in 2016.  

Earned Premium – refers to premiums covering the period in question. For example, a premium of $1,200 for 

a vehicle that was insured from April 1, 2016 to March 31, 2017 would be counted as $900 in earned 

premiums in 2016 and $300 in earned premiums in 2017.  

E&Y – Report dated July 10, 2017 by Ernst & Young LLP entitled “Affordable and Effective Auto Insurance- A 

New Road Forward for British Columbia”. 

GISA – General Insurance Statistical Agency. 

No-fault – refers to an auto insurance system whereby drivers and passengers that are injured in accidents 

are compensated by their insurance company and the right to sue for excess damages is only available in 

certain circumstances. 

Pain and Suffering – refers to symptoms and loss of enjoyment of life as a result of injuries sustained in an 

accident. Damages for pain and suffering are referred to as non-pecuniary damages as it is difficult to quantify 

appropriate compensation. 

Tort – refers to an auto insurance system where the driver who is at fault for causing a crash is responsible for 

paying for damages to the victim including medical expenses, loss of wages, and “pain and suffering”. Under 

this system, not-at-fault drivers have the right to sue for damages. 

2.5 Limitations 

MNP has relied upon the completeness, accuracy and fair presentation of all information and data obtained 

from the Insurance Bureau of Canada, GISA, ICBC’s Revenue Requirements Applications, ICBC’s Annual 

Service Plans, E&Y and public sources, believed to be reliable. The accuracy and reliability of the findings and 

opinions expressed in the presentation are conditional upon the completeness, accuracy and fair presentation 

of the information underlying them. As a result, we caution readers not to rely upon any findings or opinions 

expressed for business or investment decisions and disclaim any liability to any party who relies upon them as 

such. 

Additionally, the findings and opinions expressed in the report constitute judgements as of the date of the 

report, and are subject to change without notice. MNP is under no obligation to advise of any change brought 

to its attention which would alter those findings or opinions.  

Finally, the reader must understand that our analysis is based upon projections, founded on past events giving 

an expectation of certain future events. Future events are not guaranteed to follow past patterns and results 

may vary, even significantly. Accordingly, we express no assurance as to whether the projections underlying 

the economic and financial analysis will be achieved.  

This report is provided for information purposes and is intended for general guidance only. It should not be 

regarded as or as a substitute for personalized business or investment advice.  
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Before taking any particular course of action, readers should contact their own professional advisor to discuss 

matters in the context of their particular situation. 

3 METHODOLOGY AND DATA SOURCES 

3.1 Approach 

To assess the potential impact of increased competition in the provision of auto insurance on stakeholders we 

employed the following approach: 

 

3.2 Data Sources 

The primary sources of data used in the study are listed in Table 1 and a complete list of sources is provided 

in Appendix A.  

Table 1: Data Sources Used 

 BC Other Jurisdictions 

Jurisdictional Review E&Y 
Publicly available information  

E&Y 
Publicly available information 

Insurance quotes Insurance brokers IBC 

Claim Costs E&Y 
ICBC Annual Service Plans 

GISA 

Claim Frequency ICBC Submissions to the BC Utilities 
Commission 

GISA 

Average Premiums E&Y 
ICBC Submissions to the BC Utilities 
Commission 

GISA 

Financial 
Performance  

E&Y 
ICBC Annual Service Plans 

GISA/IBC 
Annual Reports  

Jurisdictional 
Review

• Identified key 
features of auto 
insurance and factors 
to be considered in 
developing scenarios 
through a review of 
how auto insurance 
is provided in other 
parts of Canada. 

Cost 
Comparisons

• Identified groups of 
policyholders and 
defining 
characteristics based 
on the findings of the  
Jurisdictional Review 
and consultation with 
IBC.

•Gathered quotes 
from Alberta and 
Ontario for 33 driver 
profiles. 

•Gathered quotes for 
13 driver profiles in 
BC.

•Developed a model 
to estimate basic 
insurance premiums 
in BC.

Define Scenarios

• In consultation with 
IBC we defined the 
three scenarios that 
our assessment 
would be based on. 

•Characteristics that 
were defined 
included the 
regulatory 
environment, 
provision of non-
insurance services 
and insurance model.

Assess each 
Scenario

•For each of the 
scenarios estimates 
of the total premiums 
that would be paid 
were developed and 
the potential benefits 
and trade-offs for 
each group of 
stakeholders were 
identified.
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Additional information was provided by insurance providers and insurance brokers consulted by MNP and 

through discussions with IBC. 

4 OVERVIEW OF AUTO INSURANCE IN BC 

All motor vehicles registered in BC are required to have basic auto insurance (“Basic Autoplan”) provided by 

ICBC.  Basic Autoplan includes third-party legal liability, under-insured motorist protection, accident benefits, 

hit-and-run coverage and inverse liability. In addition, optional coverage (e.g., collision, comprehensive and 

extended liability) may be purchased from ICBC or private insurance companies. 

ICBC is a provincial Crown corporation that was formed in 1973 to provide universal auto insurance to BC 

drivers.13 In addition to insurance, ICBC is responsible for14: 

• Vehicle registration and licensing. 

• Driver training, testing and licensing. 

• Maintaining driving records and applying penalty points. 

• Collecting fines for driving infractions. 

• Enforcement of road safety in partnership with the Ministry of Public Safety. 
 

 
Rates for Basic Autoplan are regulated through the BC Utilities Commission (“BCUC”). While rates for optional 

insurance are not regulated, insurance providers are subject to regulatory oversight through the BC Financial 

Institutions Commission (“FICOM”). 

The BCUC is an independent agency responsible for regulating BC’s energy utilities, ICBC’s basic insurance 

rates, intra-provincial pipelines and the reliability of the electrical transmission grid. It operates under and 

administrates the Utilities Commission Act, and approves all rate applications from ICBC. In addition to 

approving rate applications, BCUC’s mandate with respect to ICBC is to ensure that service to basic auto 

insurance policyholders is adequate, efficient, and fair.15 

FICOM is an agency of the provincial government that regulates credit unions and trusts, private insurance 

companies, pensions and mortgage brokers. For private insurers providing optional auto insurance, it 

regulates these entities under the mandates set out in the Financial Institutions Act and the Insurance Act. 

Some of FICOM’s responsibilities include: ensuring that insurers are properly authorized, supervising insurers 

and addressing solvency issues with their operations, addressing statutory market conduct issues, maintaining 

a registration system for insurers and captive insurance companies, and working with other jurisdictions to 

deal with cross-jurisdictional regulatory problems.16 

According to IBC there are a number of barriers to private insurers entering the market for optional insurance 

in BC. These include lack of an automobile statistical plan through which insurers report statistical information 

on claim costs and premiums on an accident year basis, and lack of sharing of information. 

                                                      

13 ICBC, “About the Insurance Corporation of British Columbia”, http://www.icbc.com/about-icbc/Pages/default.aspx 
14 Government of BC, “Rules of the Road in B.C.”, http://www2.gov.bc.ca/gov/content/transportation/driving-and-
cycling/road-safety-rules-and-consequences/rules-of-the-road 
15 British Columbia Utilities Commission. Retrieved from: http://www.bcuc.com/about/. 
16 British Columbia Financial Institutions Commission. Retrieved from: 
http://www.fic.gov.bc.ca/?p=about_us/core_business_areas 
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4.1 Trends in BC 

To illustrate the trends in auto insurance in BC we used data on third party basic policies submitted to BCUC 

by ICBC as part of its revenue requirements application in 2017. The trends in third party basic claims and 

premiums are consistent with trends in claims and premiums for underinsured motorist protection and accident 

benefits. There were no data available on optional policies. 

Between 2012 and 2016 the number of vehicles on the road in BC increased (Figure 1). The number of private 

passenger vehicles increased by approximately 9 percent, commercial vehicles by approximately 10 percent, 

motorcycles by approximately 15 percent and all-terrain vehicles by over 1,000 percent.  

Figure 1: Earned Vehicles by Type of Policy, Third Party Basic 

 
Source: ICBC – BIIS Exhibits I II III IV V Dec 31 2016 
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Claim frequencies declined slightly between 2012 and 2014, but have since increased for private passenger 

and commercial vehicles (Figure 2). Claim frequencies for motorcycles and all-terrain vehicles have declined.  

Figure 2: Claim Frequency Per 100 Earned Vehicles by Type of Policy, Third Party Basic 

 
Source: ICBC – BIIS Exhibits I II III IV V Dec 31 2016 

Total claim costs for private passenger vehicles, commercial vehicles, all-terrain vehicles, and motorcycles 

rose between 2012 to 2015 (Figure 3). In 2016, total claim costs declined, however; this is based on data as of 

March 31, 2017 and may not include all claims costs. According to ICBC’s 2016/2017 Annual Service Plan 

report claim costs are increasing.17  

Figure 3: Total Claim Costs by Type of Policy, Third Party Basic  

 
Source: ICBC – BIIS Exhibits I II III IV V Dec 31 2016 

                                                      

17 ICBC, Annual Service Plan Report, p21.  Retrieved from: http://www.icbc.com/about-icbc/company-info/Pages/Annual-
Report.aspx (Accessed November 21, 2017) 

 -

 1.00

 2.00

 3.00

 4.00

 5.00

 6.00

 7.00

 8.00

 9.00

 10.00

Private
Passenger

Commercial All Terrain Motorcylces

C
la

im
 F

re
q
u
e
n
c
y
 

(p
e
r 

1
0
0
 E

a
rn

e
d
 V

e
h
ic

le
s
)

2012 2013 2014 2015 2016

 -

 200,000,000

 400,000,000

 600,000,000

 800,000,000

 1,000,000,000

 1,200,000,000

 1,400,000,000

 1,600,000,000

 1,800,000,000

Private
Passenger

Commercial All Terrain Motorcycles

C
la

im
 C

o
s
ts

 (
$
)

2012 2013 2014 2015 2016

http://www.icbc.com/about-icbc/company-info/Pages/Annual-Report.aspx
http://www.icbc.com/about-icbc/company-info/Pages/Annual-Report.aspx


 

 

13 

The Benefits of Competition in the Provision of Auto Insurance  

Between 2012 and 2016, the average earned premium for third party basic insurance has increased (Figure 

4). The average earned premium for private passenger vehicles has increased by approximately 21 percent, 

commercial vehicles by approximately 20 percent and motorcycles by approximately 18 percent. 18 For all-

terrain vehicles the average earned premium has declined. 

Figure 4: Average Earned Premium by Type of Policy, Third Party Basic 

 
Source: ICBC – BIIS Exhibits I II III IV V Dec 31, 2016 

4.2 Overview of ICBC’s Financial Performance 

Table 2 summarizes ICBC’s financial performance between 2014 and 2016. Over the period, total net income 

decreased by approximately $1.3 billion. Losses related to the basic product accounted for approximately 67 

percent of the decline in net income and the remainder was due to losses in 2016 related to the optional 

product.  

Premiums have been increasing due to a combination of rate increases and growth in the number of insured 

vehicles. However, claim costs have increased significantly more than premiums. According to E&Y, 

significant factors in the increase in claim costs have been increases in the number of bodily injury claims and 

increases in the cost of claims for minor injuries.19 

  

                                                      

18 This reflects annual rate increases of 4.9 percent in 2013, 5.2 percent in 2014 and 2015 and 4.9 percent in 2016.  
19 E&Y, page 8. 
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Table 2: ICBC Financial Performance, 2014 to 2016 

 
2014 2015 2016* 

 
Basic Optional Total Basic Optional Total Basic Optional Total 

Revenues 

Earned 
Premiums 

$2,458 $1,701 $4,159 $2,656 $1,792 $4,448 $3,602 $2,449 $6,051 

Service Fees 
and Other 
Income 

$50 $38 $88 $57 $37 $95 $80 $51 $130 

Total Earned 
Revenues 

$2,508 $1,739 $4,247 $2,713 $1,829 $4,543 $3,682 $2,500 $6,181 

Claims and Operating Costs 

Claim Costs $2,395 $1,165 $3,560 $2,858 $1,184 $4,042 $3,856 $2,110 $5,966 

Claims related 
and operating 
expenses 

$463 $582 $1,045 $597 $570 $1,166 $666 $920 $1,586 

Total Claim 
and Operating 
Costs 

$2,858 $1,747 $4,605 $3,455 $1,754 $5,209 $4,522 $3,030 $7,553 

 
         

Underwriting 
Income 

$559 $293 $852 $608 $312 $920 $416 $199 $615 

Non-insurance 
operating 
costs 

$121 $0 $121 $123 $0 $123 $156 $0 $156 

 
         

Net Income $87 $285 $372 $(257) $387 $130 $(582) $(331) $(913) 

Source: ICBC Annual Service Plans 2015 and 2016/17 

*2016 covers a 15-month period due to a change in fiscal years. 
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5 JURISDICTIONAL REVIEW 

To identify key features of auto insurance and the operating environment in provinces that allow competition 

we undertook a jurisdictional review of all ten provinces in Canada. 

5.1 Driver and Vehicle Characteristics 

Table 3 shows the population and number of registered vehicles by province in 2016. The distribution of 

vehicles by class is similar across provinces. Most vehicles are classified as light duty. Vehicles that fall into 

heavier classes (except for some models of light trucks) are generally utilized for commercial purposes.   

BC is similar to Quebec and Ontario in terms of the share of light duty vehicles and ratio of population to light 

duty vehicles. This is consistent with the more urban nature of these provinces and availability of public transit 

infrastructure in major population centres. 

Table 3: Population and Registered Vehicles by Province, 2016 

 Population 
(‘000s) 

Registered 
Road Vehicles 

(‘000s) 

Share of Registered 
Motor Vehicles that are 
Light Duty (Less than 

4,500 KGs) 

Ratio of 
Population to 

Light Duty 
Vehicles  

BC 4,757.7             3,130.5  93%            1.64  

Alberta 4,236.4             3,500.2  88%            1.38  

Saskatchewan 1,148.6                910.6  89%            1.43  

Manitoba 1,318.1                857.0  91%            1.68  

Ontario 13,976.3             8,538.1  94%            1.74  

Quebec 8,321.9             5,567.1  93%            1.60  

Nova Scotia 948.6                637.0  92%            1.59  

New Brunswick 757.4                584.5  94%            1.41  

Newfoundland 530.3                390.6  91%            1.47  

Prince Edward Island 149.5                  82.5  92%            2.00  
Source: Statistics Canada, CANSIM Table 405-0004 and CANSIM Table 0510-0001 

Figure 5 shows the relationship between the population, auto insurance policies and driver’s licenses for the 

population aged 15 and over in Alberta. The distribution of policies and driver’s licenses by age is similar to 

that of the population distribution. Where it differs is for those aged 15 to 25. For that age group relatively 

fewer people have a driver’s license and relatively fewer people have auto insurance policies.  This is 

consistent with 15 to 25 being the age range in which people begin to learn to drive. 

Data on driver’s licenses by age were not available for other provinces. However, for other provinces with 

private insurance the distribution of earned policies by age group and population showed the same 

relationship as in Alberta.  
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Figure 5: Distribution of Population, Policies, Driver’s Licenses by Age for the Driving Age Population 
in Alberta, 2015 

 

Sources: GISA Exhibits: AUTO2501-AB, AUTO2501-AP, AUTO2501-NB, AUTO2501-ON; Statistics Canada: CANSIM 

Table 051-0001 

5.2 Insurance Model and Regulatory Environment 

Table 4 summarizes the insurance and regulatory models used in each province. In BC, Saskatchewan and 

Manitoba auto insurance is publicly provided. Apart from Quebec, in all other provinces auto insurance is 

provided privately. In Quebec there is a mix of private and public provision of insurance.  

In BC, Alberta, and the Atlantic Provinces a tort-based system is in place. Tort-based systems allow for not-at-

fault drivers to sue for pain and suffering as well as for economic damages. In most provinces with tort-based 

systems there are definitions of minor injury and caps on payments for pain and suffering for minor injuries. 

Manitoba and Saskatchewan have a care-based model whereby drivers and passengers that are injured in 

accidents are compensated by their insurance company, and the right to sue for excess damages is only 

available in certain circumstances (called a no-fault system). Ontario’s insurance model combines aspects of 

tort and no-fault, where the right to sue for economic loss and pain and suffering only exists for damages 

outside of the no-fault threshold. 

In provinces where there is public provision of insurance, there is one body responsible for regulating rates. In 

provinces where there is private insurance one body is typically responsible for the regulation of insurance 

rates, and another body is responsible for regulating the business of insurance. One exception to this is 

Ontario, which is in the process of transitioning to a single regulator responsible for all aspects of auto 

insurance.  
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Table 4: Insurance Model and Regulatory Body by Province 

 Model for Basic 
Product 

Insurance Model Regulatory Body* 

BC Public Tort-based with no 
restrictions.  

Regulation of basic rates is 
separate from regulation of 
insurance. 

Alberta Private Tort-based with a 
cap on pain and 
suffering for minor 
injuries.  

Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance.  

Saskatchewan Public Choice of no-fault or 
tort insurance 
coverage. Tort 
insurance is more 
expensive. 

Single regulatory body. 

Manitoba Public No-fault Single regulatory body. 

Ontario Private Hybrid of tort and no-
fault. Drivers can sue 
for losses above their 
no-fault benefits. 

In the process of transitioning 
to a single regulatory body. 

Quebec Hybrid: Personal 
injury resulting from 
accidents in Quebec 
is public, all other 
coverage is private. 

No-fault Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance. 

Nova Scotia Private Tort-based with a 
cap on pain and 
suffering for minor 
injuries. 

Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance. 

New Brunswick Private Tort-based with a 
cap on pain and 
suffering for minor 
injuries. 

Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance. 

Newfoundland Private Tort-based but 
awards for minor 
injuries have a 
$2,500 deductible. 

Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance. 

Prince Edward 
Island 

Private Tort-based with a 
cap on pain and 
suffering for minor 
injuries. 

Two regulatory bodies: One 
regulates rates, one regulates 
the business of insurance. 

*More information on the regulatory bodies in each province is provided in Appendix B. 

Table 5 shows the definition of minor injury and associated caps that are in place in each province. Common 

injuries covered under these definitions include sprains, strains, whiplash associated disorders, or injuries that 

do not result in serious impairment. The caps on damages paid out for minor injuries range from $5,000 to 

$8,500.  
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Table 5: Definition and Cap for Minor Injuries by Province 

 Definition of Minor Injuries Cap for Minor 
Injuries  

BC None No 

Alberta20,21 A "minor injury" as the result of an accident includes a sprain, a 
strain, or whiplash unless the injury exhibits one or both of the 
following:  

• objective, demonstrable, definable and clinically relevant 
neurological signs. 

• a fracture to or a dislocation of the spine that does not result 
in a serious impairment. 

$5,020 

Saskatchewan • The no-fault option does not include the right to sue for pain 
and suffering.  

• The tort option does include the right to sue for pain and 
suffering but all awards are subject to a $5,000 deductible.  

Not applicable 

Manitoba Policyholders cannot sue for pain and suffering. Not applicable 

Ontario22 Minor injury means a sprain, strain, whiplash associated 
disorder, contusion, abrasion, laceration or subluxation and any 
clinically associated sequelae.  

 

Quebec23 Quebec operates under a no-fault scheme and does not have a 
definition of minor injury. 

Not applicable 

Nova Scotia24 Minor injury means a personal injury that:  

• Does not result in a permanent serious disfigurement or in a 
permanent serious impairment of an important bodily 
function caused by a continuing injury which is physical in 
nature.  

• Resolves within twelve months following the 
accident. 

Pain and 
Suffering limit to 
$8,486. 

New Brunswick25 A contusion, abrasion, laceration, sprain, strain or whiplash that 
do not result in serious impairment or in permanent serious 
disfigurement. 

Up to $7,819 for 
minor injuries. 

Newfoundland No stated definition or cap for minor injuries. No 

Prince Edward 
Island26 

An injury that does not result in permanent serious 

disfigurement, permanent serious impairment of an important 
bodily function or, permanent serious impairment of an important 
bodily function caused by continuing injury that is physical in 
nature. 
 

$7,545 

                                                      

20 Province of Alberta: Minor Injury Regulation. Retrieved from: http://www.qp.alberta.ca/documents/Regs/2004_123.pdf 
21 Alberta Treasury Board and Finance. Retrieved from: http://www.finance.alberta.ca/publications/insurance/bulletins-
notices/2016/Superintendent-of-Insurance-2016-07-Bulletin.pdf 
22 Financial Services Commission of Ontario: Minor Injury Guideline. Retrieved from: 
https://www.fsco.gov.on.ca/en/auto/autobulletins/2014/Documents/a-01-14-1.pdf 
23 Miller Thomson: Beating the Cap: A practical Guide to Injury Regulation. Retrieved from: 
http://www.millerthomson.com/assets/files/article_attachments/Beating_the_Cap_A_Practical_Guide_to_the_Regulations.
pdf 
24 Nova Scotia Finance and Treasury Board: Insurance Act. Retrieved from: 
http://nslegislature.ca/legc/statutes/insurance.pdf 
25 Oliver Wyman Limited: Cost Implications to the Minor Injury Regulations. Retrieved from: http://www.nbib-
canb.org/en/uploads/file/pdfs/generic/mir/2013_08_13%20SUBMISSION%20OW%20for%20OAG.pdf 
26 Government of Prince Edward Island., Insurance Act, Retrieved from: 
https://www.princeedwardisland.ca/sites/default/files/legislation/I-04-Insurance%20Act.pdf 
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5.3 Features of Auto Insurance Policies 

In each province there is a minimum level of auto insurance required. Basic coverage typically features a 

minimum level of third-party liability (most provinces use $200,000) covering medical expenses and property 

damage caused by the insured. In addition, mandatory insurance policies typically include features such as 

underinsured or uninsured motorist protection and accident benefits (e.g., reimbursement for medical, 

rehabilitation, death, and funeral expenses). Table 6 summarizes the basic insurance coverage by province.  

Table 6: Basic Insurance Coverage by Province 

 Third-party Liability  Other Basic Benefits 

BC • $200,000 in third-party liability 
insurance: covers both bodily 
injury and property damage. 
Within this amount, property 
damage will be capped at 
$20,000. 

• Underinsured motorist 
protection: up to $1 million per 
person. 

• Medical coverage: up to $150,000 
per person. 

• Hit-and-run coverage: up to 
$200,000. 

• Inverse liability coverage.27 
 

Alberta • Minimum of $200,000 third party 
liability.28 

• Medical Payments up to $50,000 
per person 

• Accident Benefits Coverage 

Saskatchewan • $200,000 is available for any one 
accident; however, if a claim 
involving both bodily injury and 
property damage reaches this 
figure, payment for property 
damage will be capped at 
$10,000. Coverage changes after 
this for Tort vs no Tort. 

• Medical Payments: If no-fault 
option selected: up to $6,813,680 
per person. If tort option selected: 
up to $26,667 per person for non-
catastrophic injury and up to 
$200,000 for catastrophic injury.29 

• Accident Benefits 

Manitoba • $200,000 is available for any one 
accident; however, if a claim 
involving both bodily injury and 
property damage reaches this 
figure, payment for property 
damage will be capped at 
$20,00030 

• Public all perils coverage: $50,000 
per vehicle 

Ontario • Minimum of $200,000 third party 
liability. 

• Statutory Accident Benefits 
Coverage 

• Direct Compensation-Property 
Damage Coverage 

• Uninsured Automobile Coverage31 

                                                      

27 ICBC, Autoplan Insurance. Retrieved from: http://www.icbc.com/autoplan/basic/Pages/Default.aspx 
28 Automobile Insurance Rate Board: FAQ, Retrieved from: http://www.airb.alberta.ca/drivers/faq.aspx 
29 Insurance Bureau of Canada. Retrieved from: http://www.ibc.ca/sk/auto/auto-insurance/mandatory-coverage/ 
30 Manitoba Public Insurance. Retrieved from: https://www.mpi.mb.ca/en/Reg-and-Ins/Insurance/Basic-
Autopac/PIPP/Pages/pipp_overview.aspx 
31 FSCO, Brochure: Understanding Auto Insurance, Retrieved from: 
http://www.fsco.gov.on.ca/en/auto/brochures/Pages/brochure_autoins.aspx#a1 
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 Third-party Liability  Other Basic Benefits 

Quebec • Private insurers provide coverage 
against property damage and for 
personal injury outside of Quebec. 
The minimum legal coverage is 
$50,000.  

• Accident benefits are covered by 
the province as part of vehicle 
registration. 

Nova Scotia • Minimum of $500,000 third party 
liability.32 

• Accident benefits including medical 
and rehabilitation expense benefits, 
funeral expense benefits, loss of 
income benefits for the driver and 
passengers. 

• Uninsured and unidentified 
coverage. 

New Brunswick • Minimum of $200,000 third party 
liability.33 
 

• Direct compensation property 
damage coverage 

• Uninsured automobile coverage 

• Accident Benefits 
 

Newfoundland • Minimum third-party liability 
coverage of $200,000 

 

• Uninsured and unidentified 
coverage.34 

Prince Edward Island • Minimum third-party liability 
coverage of $200,000 

 

• $50,000 per person in medical 
payments coverage.  

• Accident benefits including 
disability coverage and death 
benefits for family of anyone 
involved in a fatal accident. 

• Uninsured automobile coverage.35 

5.4 Factors Used in Setting Insurance Premiums 

Table 7 shows the common factors used in setting insurance premiums by province. The factors used to 

determine insurance premiums tend to be different in provinces where insurance is provided publicly. Public 

insurers tend to use factors such as the location of use, driving experience, driving history, and the type of 

use. They typically do not use personal characteristics that are outside of the driver’s control such as age or 

gender. Common factors used in provinces where insurance is provided by private insurers include the age 

and gender of the driver, marital status of the driver, the type of vehicle driven, the type of use, location of use, 

past driving infractions, and the number of years the driver has been licensed. 

  

                                                      

32 Government of Nova Scotia: A Consumer’s Auto Insurance Guide. Retrieved from: 
https://www.novascotia.ca/finance/site-finance/media/finance/AutoInsuranceGuideConsumer.pdf 
33 Financial and Consumer Services Commission New Brunswick. Retrieved from: http://fcnb.ca/automobile-insurance.html 
34 Service Newfoundland. Retrieved from: http://www.servicenl.gov.nl.ca/insurance/non_profit/faq.html 
35 Insurance Bureau of Canada. Retrieved from: http://www.ibc.ca/pe/auto/auto-insurance/mandatory-coverage/ 
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Table 7: Common Factors Used in Setting Insurance Rates by Province* 

 Age Gender Marital 
Status 

Location 
of Use 

Type of 
Vehicle 

Years of 
Driving 

Experience 

Type of 
Use 

Driving 
Record 

BC    X X  X X 

Alberta X X X X X X X X 

Saskatchewan     X   X 

Manitoba     X X  X X 

Ontario X X X X X X X X 

Quebec X X  X X X X X 

Nova Scotia  X  X X  X X 

New 
Brunswick 

   X X X X X 

Newfoundland X**   X X X X X 

Prince 
Edward Island 

 X X X X X X X 

*A list of other factors by province is provided in Appendix C. 

**In Newfoundland, age is not considered except for discounts for those aged 55 or older. 

5.5 Claim Frequency  

Figure 6 shows the third-party liability claim frequency per 100 earned vehicles by gender and age group for 

provinces with private insurance. Data were not available for provinces with public insurance. Claim frequenies 

are highest for younger drivers and decrease with age. Among younger drivers, males have higher claim 

frequency than females. As age increases, the gender differences in claim frequency decrease.  

Figure 6: Third-Party Liability Claim Frequency per 100 Earned Vehicles by Age Group and Gender, 
2015 

 

Source: GISA Exhibits: AUTO2501-AB, AUTO2501-AP, AUTO2501-NB, AUTO2501-ON 
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Figure 7 shows the third-party liability claim frequency by urban and rural designation for the provinces with 

private insurance. Data were not available for provinces with public insurance. Claim frequency tends to be 

higher in urban settings than in rural settings. 

Figure 7 : Third-Party Liability Claim Frequency per 100 Earned Vehicles by Urban and Rural 
Designation*, 2015 

 

Source: GISA Exhibits: AUTO1501-AB, AUTO2506-NB, AUTO1501-NL AUTO1501-NS, AUTO1501-ON, AUTO1501-PE 

*Urban/Rural statistics for Atlantic Provinces are broken out by individual provinces by GISA instead of applying to all 
Atlantic Provinces 
**Populations in Nova Scotia and Prince Edward Island are considered exclusively rural by GISA 
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5.6 Claim Costs 

Figure 8 shows the average cost per third-party liability claim in urban and rural area for private insurance 

provinces across Canada. Average cost per claim tends to be higher in rural settings than in urban settings.  

Figure 8 : Average Cost per Third-Party Liability Claim by Urban and Rural Designation, 2015 

 

Source: GISA Exhibits: AUTO1501-AB, AUTO2506-NB, AUTO1501-NL AUTO1501-NS, AUTO1501-ON, AUTO1501-PE 

*Please note that populations in Nova Scotia and Prince Edward Island Considered exclusively rural by the GISA 

5.7 Insurance Premiums 

Figures 9 to 12 show the average earned premiums and average incurred claim costs for third-party liability 

claims by province and gender in each age group. Data were not available for provinces with public insurance. 

In provinces with private insurance premiums tend to be closely correlated with claim costs. 
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Figure 9 : Average Earned Premium and Average Incurred Claim Cost by Age and Gender, Alberta 
2015 

 

Source: GISA Exhibit: AUTO2501-AB 

 

Figure 10 : Average Earned Premium and Average Incurred Claim Cost by Age and Gender, Ontario 
2015 

 

Source: GISA Exhibit: AUTO2501-ON 
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Figure 11 : Average Earned Premium and Average Incurred Claim Cost by Age and Gender, New 
Brunswick 2015 

 
 
 
 
Source: GISA Exhibit: AUTO2501-NB 

 

Figure 12 : Average Earned Premium and Average Incurred Claim Cost by Age and Gender, Atlantic 
Provinces 2015 

 

Source: GISA Exhibit: AUTO2501-AP  
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Figure 13 shows the average earned premium and average incurred claim cost by urban and rural 

designation. Data were not available for provinces with public insurance. Earned premiums and incurred claim 

costs tend to be higher in urban settings than in rural settings. 

Figure 13: Average Earned Premium and Average Incurred Claim Cost per Earned Vehicle by Urban 
and Rural Designation, 2015 

 

Source: GISA Exhibits: AUTO1501-AB, AUTO2506-NB, AUTO1501-NL AUTO1501-NS, AUTO1501-ON, AUTO1501-PE   

 

5.8 Participation in the Voluntary Insurance Market 

In provinces with private insurance, drivers that are unable to obtain insurance through voluntary insurance 

markets are insured through the residual market mechanism administered by the Facility Association.36 The 

Facility Association is a non-profit organization established to ensure that automobile insurance is available to 

all drivers eligible to obtain it. Insurance companies providing insurance in provinces where the Facility 

Association operates are required to be members. 

Figure 14 shows the residual market segment’s share of the private passenger market in provinces with 

private insurance. In Atlantic Provinces the residual market accounts for between 0.6 percent and 3.3 percent 

of the market. In Alberta and Ontario, the residual market accounts for less than 0.5 percent of the market. 

                                                      

36 The residual market mechanism involves select insurance companies acting as “servicing carriers”, who carry out the 
functions of insurers for high risk drivers on behalf of the association. These companies are compensated for losses from 
the residual market pool paid into by all insurance companies. – The Facility Association, About Us., Retrieved from: 
http://www.facilityassociation.com/about.asp 
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Figure 14: Private Passenger Market Share of the Residual Market Segment, 2015 

 
Source: The Facility Association 

 

5.9 Summary of Key Findings 

There is a mix of public and private insurance models in Canada. Public insurance models outside of BC are 

care-based and injured parties have limited rights to sue for damages. Private insurance models tend to 

include definitions of minor injuries and caps on payments for pain and suffering related to minor injuries.  

In provinces with public insurance the factors that are used to set premiums do not include characteristics that 

are not within the policyholders control (e.g., gender and age). 

In provinces with private insurance: 

• The distribution of policies by age group is similar to the distribution of the population by age group. 

The exception is for those ages 15 to 25. In this age group there are relatively fewer policies. 

• Premiums are based on factors that are correlated with risk, including characteristics that are not 

within the policyholders control (e.g., gender and age).  

• Claim frequency and claim costs are highly correlated with age and location of use. Among younger 

drivers (aged 15 to 25), claim frequency and claim costs are also highly correlated with gender. 

• Relatively few drivers utilize the residual market mechanism to obtain insurance. This suggests that 

the vast majority of drivers are able to obtain insurance through voluntary markets. 

6 BENEFITS OF INCREASING COMPETITION IN BC 

To illustrate the benefits of increased competition in the provision of auto insurance in BC we developed two 

scenarios based on the key factors identified in the jurisdictional review. The scenarios were developed in 

consultation with IBC and were designed to allow the benefits of competition to be identified independently of 

any changes to the products or system.  
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For each of the scenarios we used a common set of assumptions for: 

• Administration of Non-Insurance Services. 

• Regulatory Environment. 

• Sales Channels for Insurance. 

• Insurance Model.  

• Setting of Repair Standards. 

Each scenario used a different set of assumptions around how basic and optional insurance would be 

provided in BC (Table 8). In all scenarios ICBC was assumed to continue to provide insurance.  

Table 8: Assumptions Used in the Full Competition and Limited Competition Scenarios 

 Basic Coverage Optional Coverage 

Full Competition • No change in current coverages. 

• Provided by ICBC and private 
insurance companies. 

• No change in current coverages. 

• Provided by ICBC and private 
insurance companies. 

Limited 
Competition 

• No change in current coverages. 

• Provided by ICBC only. 

• No change in current coverages. 

• Provided by private insurance 
companies only. 

 

In addition to the full competition and limited competition scenarios we also developed a scenario based on 

the insurance model used in Quebec. In this scenario ICBC would provide coverage for injuries sustained in 

an accident regardless of fault while private insurers would provide both basic and optional coverage for civil 

liability (e.g., property damage and bodily injury the insured caused outside of BC). Claimants would not have 

the right to sue for additional damages for bodily injury.  

Our Approach 

Our review of the benefits of competition started with an assessment of how introducing competition would 

affect premiums, given current claim costs and claimant behavior. We then undertook an assessment of how 

competition could affect claim costs. Finally, we looked at other features of competition that could affect costs 

and premiums. In addition, we did a high-level assessment of how competition could impact insurance 

brokers, legal service suppliers and material damage repair providers.   

The findings of our assessment with respect to the full competition and limited competition scenarios are 

reported in the sections that follow. A summary of the Quebec Scenario is provided in Appendix E. 

6.1 Assumptions Common to All Scenarios 

The assumptions that were common to all scenarios are described below. The assumptions would not result in 

significant changes to the operating environment for auto insurance, and as such, are not expected to result in 

significantly different costs for the system. Using this structure allowed us to identify the potential benefits and 

trade-offs associated with competition independent of any changes to the system (e.g., the introduction of 

caps on minor injury claims or product changes). 

Administration of Non-Insurance Services 

ICBC is assumed to continue to be responsible for and administer all non-insurance services that it currently 

administers. Fees for those services are assumed to be charged separately from insurance, and would be 
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charged either when a policyholder renews their basic insurance, or in the case of driver licensing and testing, 

would be charged when a driver’s license is issued or renewed.  

Table 9 summarizes the services that are assumed to continue to be provided by ICBC and the associated 

fees.  

Table 9: Summary of Non-Insurance Services Provided by ICBC 

Service Total Cost to 
Administer 
(2016) 

Cost Per Vehicle / 
Driver 

Current Fees 

Driver Licensing and Testing $70 million $104.17* – Per 
Driver’s License 
Renewal37 

$75 - Five-year license,  
$17 - Replacement 
license (lost stolen etc),  
$15 - Knowledge tests 
$15 
$50 - Road test 

Road Safety Initiatives (e.g, 
Vehicle Registration & 
Licensing and Driver Training 
School Certification and 
Regulation) 

$40 million $12.90 – Per 
Insurance Policy38 

$14.75 per policy for 
Road Safety and 
Enhanced Traffic 
Enforcement. 
$39.53 - Driver and 
vehicle licensing, vehicle 
registration and other 
services.  

Police Services Division – 
Oversight for the Enhanced 
Traffic Enforcement Program 

$22 million $7.09 – Per 
Insurance Policy39 

Other Services (including 
database maintenance and 
information sharing, and 
social services tax collection) 

$43 million 13.87 – Per 
Insurance Policy40 

Source: E&Y and ICBC’s published fees as of December 2017 
* The cost of administering testing and licensing has been amortized over the number of driver’s licenses.  
 

Regulatory Environment 

The regulatory environment is assumed to be similar to that currently in place in Alberta, and would be 

structured as follows. 

Regulation of Insurance Rates 

One third-party is assumed to be responsible for regulating insurer rating programs for basic and optional 

insurance coverage. The regulation of insurance rating programs would involve the following: 

• Every insurer licensed to provide auto insurance in the province would be required to file its rating 

program with the third-party, and would also be required to obtain prior approval from the third-party to 

enter the market, establish a new rating program, or revise an existing rating program.  

• The third-party would also be responsible for gathering information from consumers on their 

experience with the insurance system. The information gathered would include feedback on the 

                                                      

37 Assumes total BC drivers’ licenses to be 3,360,000 (ICBC Quick Statistics, 2017), and renewal once every five years. 
38 Assumes total vehicles to be 3,101,000 (ICBC Quick Statistics, 2017). 
39 ibid 
40 ibid 
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consumer experience, whether there are any systemic challenges with purchasing insurance, and 

perceptions about the fairness of premiums based on driving experience and history.  

 Regulation of the Business of Insurance 

A second third party is assumed to be responsible for regulating the business of insurance. This body would 

be responsible for: 

• Licensing insurance providers. 

• Monitoring and professional discipline of insurance agents and adjusters. 

• Ensuring adequate solvency of insurance companies.  

• Maintaining a list of operating and licensed insurance providers that consumers can access to verify 

that their insurance company is licensed to provide insurance in BC.  

Costs of regulation 

Insurance companies providing auto insurance in BC would be charged a fee to cover the costs associated 

with regulating the business of insurance as part of their licensing and business registration requirements.    

In 2015/16 ICBC paid approximately $0.7 million to BCUC for regulatory services.41 In Alberta the Automobile 

Insurance Rate Board (“AIRB”) industry levy is approximately $1.5 million annually.42 Assuming that the annual 

cost of regulation for each regulatory body would be approximately $1 million results in a per policy cost of 

approximately $0.60. Consequently, we do not expect the regulatory environment assumed here to lead to 

significant increases in costs. 

The estimate of regulatory costs does not include compliance costs. However, insurance companies are 

subject to similar regulation in other provinces and this should be reflected in the industry average cost ratios 

that were used to develop our estimates.    

Sales Channels for Insurance 

Insurance would be sold by insurance brokers in the same manner that it is under the current system. There 

would likely be an expansion of sales channels so more options would be available for consumers.  

Insurance Model 

The insurance model will continue to be tort-based and claimants will have the same rights to sue for damages 

as exist in the current environment.  

Setting of Repair Standards for Material Damage Providers 

Repair standards would be established and maintained by insurance companies.  

  

                                                      

41 BCUC, 2015/2016 Annual Report 
(http://www.bcuc.com/Documents/AnnualReports/2017/DOC_48965_BCUC_AR20152016_FINAL.pdf) (Accessed 
December 1, 2017) 
42 Alberta Insurance Rate Board, 2016 Annual Report (http://www.airb.alberta.ca/about/annual-reports/2016/2016.pdf) 
(Accessed December 1, 2017) 

http://www.bcuc.com/Documents/AnnualReports/2017/DOC_48965_BCUC_AR20152016_FINAL.pdf
http://www.airb.alberta.ca/about/annual-reports/2016/2016.pdf
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Factors Used in Setting Insurance Rates 

Insurers are assumed be able to use factors they deem appropriate to price their insurance products, as long 

as they are actuarily sound and approved by the regulatory body that oversees insurance rates. Those factors 

could include: 

• Type of vehicle use (e.g. pleasure only, 
limited commute, etc.). 

• Location of the policyholder. 

• Insurance claims history. 

• Types of protection for optional coverages 
(e.g. collision, comprehensive, etc.). 

• Deductible. 

• Type of vehicle driven. 

• Age of the driver. 

• Completion of driver training. 

• Gender of the driver. 

• Lapses in insurance coverage greater 
than two years. 

• Marital status. 

• Mileage. 

• Years holding a driver's license. 

• Other occasional operators on the policy 

 

Insurance for Drivers Unable to Obtain Insurance Through Voluntary Insurance Markets 

Drivers that are deemed to be not insurable by either ICBC or private insurance companies would be required 

to purchase insurance through either the Facility Association (the current body that administers auto insurance 

for high-risk drivers in Alberta, New Brunswick, Newfoundland & Labrador, Northwest Territories, Nova Scotia, 

Nunavut, Ontario, Prince Edward Island, and the Yukon), or a similar entity. 

In Alberta and Ontario less than 0.2 percent of private passenger vehicles are insured through the Facility 

Association’s residual market mechanism.43 This suggests that only a small number of policyholders in BC 

would need to use such a mechanism.  

6.2 Impact of Full Competition on Premiums 

In the full competition scenario, ICBC and private insurance companies are assumed to offer both basic and 

optional insurance coverage. There would be no change to the current coverage that is offered through either 

product. Table 10 summarizes the product offering under this scenario.  

Table 10: Basic and Optional Coverages Offered in Full Competition 

 Basic Insurance Optional Insurance 

Coverage • Third-Party Liability –$200,000: 
Covers both bodily injury and property 
damage (property damage cannot 
exceed $20,000). 

• Accident Benefits: Includes medical 
coverage up to $150,000 per person, 
and funeral benefits up to $2,500. 

• Underinsured Motorist Protection: up 
to $1 million per insured person. 

• Hit-and-Run: up to $200,000. 

• Inverse Liability Coverage: up to 
100% of the value of the claim. 

• Extended third-party liability. 

• Extended underinsured motorist 
protection. 

• Loss of use.  

• Collision. 

• Comprehensive. 

• Specific perils. 

• Rental vehicle coverage. 

• New vehicle protection. 

• Specialized coverage (e.g. occasional 
use, special vehicles). 

                                                      

43 Facility Association, Provincial Profiles (http://www.facilityassociation.com/provprofilesAlberta.asp, and 
http://www.facilityassociation.com/docs/provprofiles/marketshare/2017/2016%20Market%20Share%20(web)%20-
%20FARM-%20Ontario.pdf) (Accessed December 17, 2017) 

http://www.facilityassociation.com/provprofilesAlberta.asp
http://www.facilityassociation.com/docs/provprofiles/marketshare/2017/2016%20Market%20Share%20(web)%20-%20FARM-%20Ontario.pdf
http://www.facilityassociation.com/docs/provprofiles/marketshare/2017/2016%20Market%20Share%20(web)%20-%20FARM-%20Ontario.pdf
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To assess the impact of full competition on premiums we began by comparing loss ratios in provinces with 

private insurance with those of ICBC. Loss ratios measure the share of premiums that are paid out in claim 

costs. The higher the loss ratio, the greater the share of premiums that are being paid out in claim costs and 

the less there is available to cover operating costs and other expenses. 

Figure 15 compares ICBC’s loss ratios with loss ratios for auto insurance in Alberta, Ontario and the average 

for Canada. Loss ratios in provinces with private insurance were in the range of 70 to 80 percent between 

2014 and 2016. This is below ICBC’s loss rates of between 86 percent and 96 percent for the same period.  

Figure 15: Observed Loss Ratios44, 2014 to 2016 

 

Source: ICBC Annual Service Plan Report, Insurance Bureau of Canada 

However, according to E&Y: 

• “BC drivers have been protected from an otherwise required 15 percent to 20 percent price increase 

only through government intervention and rate smoothing-mechanisms. This rate protection has 

eroded ICBC’s financial situation to a point where it is no longer a sustainable method to manage 

future insurance rates.”45  

• Between 2014 and 2016 ICBC’s premiums for its basic product were approximately $1.6 billion below 

what was required.46 

• If current trends continue total premiums would need to rise by 16.7 percent in 2017, 3.3 percent in 

2018 and 5.3 percent in 2019.47 

                                                      

44 ICBC’s loss ratio was calculated based on provision for claims occurring in the current period, and change in estimates 
for losses occurring in prior periods from its Annual Service Plan reports for 2016/17 and 2015. Loss ratios for other 
provinces were provided by IBC and include costs paid out for the claims, an allocated loss adjustment expense and 
changes in claim reserve. 
45 E&Y, page 80. 
46 E&Y, page 66. 
47 E&Y, page 81. 
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Table 11 shows the premiums ICBC needed to have charged (“required premiums”) based on E&Y’s analysis. 

On average, required premiums were approximately 15 percent higher than actual premiums. 

Table 11: ICBC Actual Premiums and Required Premiums, 2014 to 2016 

Year Actual Premiums Required Premiums Change in Premiums 

2014  $                     4,159  $4,547 9.3% 

2015  $                     4,448  $5,109 14.9% 

2016  $                     4,849  $5,856* 20.1% 

*Required premiums in 2016 include an increase of $440 million in optional insurance to cover the deficiency in premiums 

associated with this line of business. E&Y did not include estimates of the rate deficiency for the optional business line so 

we calculated it using the approach employed by E&Y for the basic product.   

Figure 16 compares ICBC’s loss ratios based on the required premiums to the loss ratios of private insurers in 

Alberta, Ontario and Canada as whole. Based on the required premiums, ICBC’s loss ratios are in the same 

general range as those of private insurers (approximately 78 percent vs an average of 75 percent). This 

suggests that the premiums ICBC needs to charge to be financially viable are not significantly different from 

those that private insurers would charge.  

Figure 16: ICBC’s Loss Ratio Based on Required Premiums and Loss Ratios in Other Provinces, 2014 
to 2016 

 

Source: ICBC Annual Service Plan 2015 and 2016/17 and IBC 

Figure 17 compares the estimated range of total premiums that would have been charged under full 

competition between 2014 and 2016 with ICBC’s required premiums. The low estimate assumes a 78 percent 

loss ratio and the high estimate is based on a 74 percent loss ratio across all product lines. The high estimate 
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is approximately 4.4 percent higher than the low estimate. ICBC’s required premiums are similar to the low 

estimate of what would have been charged under full competition given claim costs.  

Figure 17: Estimated Total Earned Premiums under Full Competition vs ICBC Required Premiums ($ 
millions) 

 

Overall premiums under full competition were estimated to be similar to those that ICBC needs to charge; 

however, the pricing structure used by private insurers differs from that currently in use by ICBC. Premiums 

charged by private insurers are highly correlated with expected claim costs. Consequently, higher-risk drivers 

pay higher premiums while lower-risk drivers pay lower premiums.  

Age is highly correlated with risk, and younger drivers tend to have higher claim frequency (see Figure 6). 

Consequently, private insurers tend to charge younger drivers higher premiums, and premiums decrease with 

age. Rather than age, ICBC’s Claims Rating Scale (“CRS”) uses driver experience, with premiums decreasing 

with experience. Consequently, the premiums paid by younger drivers would likely be higher under full 

competition, while those paid by older drivers could decrease.  

To illustrate how premiums could differ for different age groups under full competition we estimated average 

premium by age group for private insurers using the relationship between average overall premiums and the 

average premiums charged by age group in Alberta and Ontario. That estimate was then compared with 

estimates for BC developed using ICBC’s Basic Insurance Tariff.48 Due to lack of data on how ICBC’s optional 

premiums vary by age group the comparison was limited to the basic product only.  

Table 12 compares the estimated average premium by age group under full competition to that for ICBC 

based on ICBC’s required premium levels. The full competition premiums are based on the high estimate of 

overall premiums. ICBC’s required premiums were calculated by increasing the average basic premium of 

$912 reported by E&Y49 to the level required to close the basic premium deficit in 2016.  

                                                      

48 Retrieved from http://www.icbc.com/about-icbc/company-info/Documents/bcuc/basic-tariff.pdf (Accessed October 15, 
2017) 
49 E&Y, page 178. 
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Under full competition estimated average premiums for drivers under age 20 would be approximately 37 

percent higher than ICBC’s required premiums in 2016. Average premiums for drivers aged 20 to 24 were 

estimated to be approximately 24 percent higher and premiums for those aged 25 to 34 were estimated to be 

approximately 18 percent higher. Premiums for drivers over 35 were not estimated to increase, and for those 

over 45 average premiums were estimated to decrease. (Please note that in some jurisdictions with private 

insurance there are programs in place that provide discounts for new drivers, including young drivers, with 

clean records50 or limits are placed on the maximum premiums that may be charged.51) 

Table 12: Estimated Average Premiums by Age Group for Basic Insurance in Full Competition 
Scenario 

Age ICBC Required Premiums Full Competition* Difference 

Under 20 $1,900.00  $2,600.00  37% 

20 to 24 $1,700.00  $2,100.00  24% 

25 to 34 $1,100.00  $1,300.00  18% 

35 to 44 $1,100.00  $1,100.00  0% 

45 to 54 $1,100.00  $1,000.00  -9% 

55+ $1,100.00  $900.00  -18% 

* Based on higher bound estimate for premiums 

To illustrate the number of policyholders for which premiums would change we estimated polices by age group 

using information on the distribution of driver’s licenses by age and the number of policies in BC from ICBC’s 

Quick Statistics and information from other provinces on the relationship between driver’s licenses and policies 

by age group (see Figure 5).52 The estimated number of policyholders in each age group are reported in Table 

13. 

Table 13: Drivers Licenses, Estimated Policies, and Estimated Policyholders by Age, BC 

Age Driver’s Licenses Estimated Policies  Estimated Policyholders 

Under 20 4% 2%  45,500  

20 to 24 7% 4%  97,100  

25 to 34 17% 17%  391,300  

35 to 44 16% 17%  398,300  

45 to 54 19% 22%  498,100  

55+ 37% 38% 866,700 

 

Based on the estimates in Table 13 approximately 60 percent of policyholders were estimated to pay lower 

premiums if full competition were allowed, 23 percent were estimated to pay higher premiums and remaining 

17 percent of policyholders were estimated to pay similar premiums (Figure 18). 

                                                      

50 See New Brunswick’s First Chance discount here: http://nbib-canb.org/en/consumer.php 
51 See AIRB, Auto Insurance Grid Calculator, (https://airb-applications.alberta.ca/Grid) (Accessed January 17, 2018) 
52 ICBC, “Quick Statistics, January 2017”. Retrieved from http://www.icbc.com/about-icbc/newsroom/Pages/Statistics.aspx 
(Accessed October 16, 2017) 

https://airb-applications.alberta.ca/Grid
http://www.icbc.com/about-icbc/newsroom/Pages/Statistics.aspx


 

 

36 

The Benefits of Competition in the Provision of Auto Insurance  

Figure 18: Share of Policyholders Affected by Premium Changes 

 

In addition to age, the primary factors that determine premiums for private insurers are urban or rural location 

and driving/claims history. To assess how those factors might affect premiums under full competition we used 

quotes from private insurers in Alberta and Ontario. Our analysis found that the differential between urban and 

rural locations used by ICBC is consistent with that used in Alberta and Ontario. Consequently, under full 

competition we would not expect a significant change in the differential in rates between urban and rural 

locations.  

Driving/claims history is also used by ICBC in setting premiums. Under ICBC’s current CRS drivers move up a 

discount level for each year without a claim. After nine years without a claim, drivers receive the maximum 

discount but continue to move up the CRS scale until they reach the maximum level. A driver with the 

maximum level can have up to three at fault accidents in a period before losing the maximum discount on 

basic insurance. As of May 6, 2018, changes are being made to the CRS so drivers with more than one at-

fault claim in one year will have their discount reduced.53  

Our analysis of quotes from Alberta and Ontario suggests that on average premiums increase by 

approximately 8 to 10 percent as the result of an at-fault claim or serious driving infraction. This suggests that 

compared with ICBC’s current CRS at-fault accidents for more experienced drivers would affect premiums 

more quickly under full competition. However, given the changes ICBC plans to introduce in May 2018, and 

lack of information on how many drivers those changes will affect, we were unable to determine if there would 

be significant differences under full competition. 

6.3 Impact of Limited Competition on Premiums 

In the limited competition scenario ICBC would be the sole provider of basic / mandatory insurance in the 

province, but would not offer any optional insurance coverage. All optional insurance (e.g. collision, 

comprehensive) would be provided by private insurance companies. The coverage available to consumers 

would not change (Table 14). 

                                                      

53 ICBC, “Changes to how at-fault crashes affect premiums”. Retrieved from: http://www.icbc.com/about-
icbc/newsroom/Documents/changes-how%20at-fault-crashes-affect-premiums.pdf (Accessed December 10, 2017). 
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Table 14: Basic and Optional Coverages Offered in Limited Competition Scenario 

 ICBC Private Insurance Companies 

Coverage • Third-Party Liability –
$200,000: Covers both 
bodily injury and property 
damage (property damage 
cannot exceed $20,000).  

• Accident Benefits: Includes 
medical coverage up to 
$150,000 per person, and 
funeral benefits up to 
$2,500. 

• Underinsured Motorist 
Protection: up to $1 million 
per insured person. 

• Hit-and-Run: up to $200,000. 

• Inverse Liability Coverage: 
up to 100% of the value of 
the claim. 

• Extended third-party liability. 

• Extended underinsured 
motorist protection. 

• Loss of use.  

• Collision. 

• Comprehensive. 

• Specific perils. 

• Rental vehicle coverage. 

• New vehicle protection. 

• Specialized coverage (e.g. 
occasional use, special 
vehicles). 

 

Basic Insurance 

Combined ratios measure the ratio of all costs to premiums earned, and are a measure of industry profitability. 

A ratio below 100 percent indicates an underwriting profit, while a ratio above 100 percent indicates that 

investment income is required to cover costs. To estimate premiums for the basic product we used ICBC’s 

target combined ratio from its 2014 Annual Service Plan for 2014 through 2016 and costs from its Annual 

Service Plan Reports. The estimated premiums for the basic product under limited competition are reported in 

Table 15. 

Table 15: Estimated Required Premiums for Basic Insurance 

 
2014 2015 2016* 

Costs    

Claim Costs ($ millions) $2,395 $2,858 $2,961 

Claims related and operating expenses ($ millions) $463 $597 $490 

Non-insurance operating costs ($ millions) $121 $123 $128 

Total Costs ($ millions) $2,979 $3,578 $3,579 

Target Combined Ratio 110.1% 107.1% 106.5% 

Estimated Premiums ($ millions) $2,708 $3,341 $3,361 

Source: ICBC Annual Service Plans 2015 and 2016/2017 and Table 19 E&Y 

*costs are from Table 19 in E&Y and do not match the audited financial statements in the 2016/2017 Annual Service Plan. 

Figure 19 compares the estimated total premiums for basic insurance under the limited competition scenario 

with ICBC’s actual earned premiums for the period 2014 to 2016. Basic premiums under limited competition 

were estimated to be approximately 10 percent to 20 percent higher than actual premiums between 2014 and 

2016. This is consistent with E&Y’s estimates of the premium deficiency for the basic product over the period. 

Consequently, basic insurance premiums would be expected to be comparable to those that ICBC would need 

to charge in the current environment.   
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Figure 19: Estimated Total Premiums vs Actual Premiums* for Basic Insurance, 2014 to 2016 

 

 

Figure 20 compares ICBC’s actual average basic premium to the average required premium and the 

estimated average premium under the limited competition scenario. The average required premium and the 

average premium under the limited competition scenario were estimated to be similar. The distribution of 

premiums by age group and region would be expected to be similar to that in the current environment under 

the limited competition scenario as ICBC is already the sole provider of basic insurance products in BC.  

Figure 20: Average Actual Basic Premiums vs Required and Estimated for Limited Competition, 2016 

 

 

*Required premiums are those ICBC needs to charge to close the current rate gap. 
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Optional Insurance 

To assess the impact of limited competition on premiums for optional insurance we used the estimated total 

claim costs in BC for optional product lines (see Table 2) and the average industry loss ratio of 75 percent 

(see Figure 16). Table 16 shows the estimated claim costs and earned premiums in BC between 2014 and 

2016.  

Table 16: Estimated Earned Premiums and Claim Costs for Optional Product, 2014 to 2016 

 
2014 2015 201654 

Earned Premiums ($ millions) $1,935 $2,039 $2,194 

Claim Costs ($ millions) 

  ICBC  $1,165 $1,184 $1,697 

  Other Insurers $152 $174 $216 

Total Claim Costs $1,317 $1,358 $1,913 

Source: ICBC Annual Service Plan Report 2015 and 2016/17, E&Y and GISA 

Figure 21 compares total estimated optional premiums under limited competition to actual optional premiums 

between 2014 and 2016. In 2014 and 2015 optional premiums under the limited competition scenario would 

have been between 8 and 10 percent lower and in 2016 they would have been approximately 3 percent lower 

than what optional premiums needed to be. 

Figure 21: Estimated Total Optional Premiums in Limited Competition vs Actual Premiums, 2014 to 
2016 

 

*Current Environment for 2016 is based on estimates of what optional premiums would need to be for 2016, not actual 

premiums. 

                                                      

54 ICBC data for 2016 is taken from E&Y, “ICBC Affordable and Effective Auto Insurance – A New Road Forward for British 
Columbia, July 10, 2017. 
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Figure 22 compares the average optional premium between 2014 and 2016 to what would have been charged 

under the limited competition scenario. The average optional premium was calculated based on the 

assumption that 89 percent of policies include optional insurance.55 The limited competition scenario was 

estimated to result in a modest reduction in the average premium of between $24 and $60. We do not expect 

the distribution of premiums by age to vary significantly from the current environment as there is already 

competition in the provision of optional insurance and pricing structures are expected to reflect that.   

Figure 22: Average Optional Premium, 2014 to 2016 

 

*Current environment for 2016 is based on estimates of what optional premiums would need to be for 2016, not actual 

premiums. 

Overall Premiums 

The overall impact on premiums of the limited competition scenario was estimated to be modest. Premiums for 

the basic product were estimated to be similar to those that are required in the current environment and 

premiums for optional insurance were estimated to be lower by between 3 percent and 10 percent. This was 

estimated to result in a reduction in premiums of between $24 and $60 per policy that includes optional 

insurance and no change in premiums on policies that do not include optional insurance.  

6.4 Competition and Claim Costs 

A basic argument for competition in the provision of goods and services is that it leads to lower costs and 

more choices than in the absence of competition. In order to attract customers, businesses that are competing 

tailor their products and services to meet the needs of the market. Those businesses that are successful at 

providing the product at a competitive price survive, and those that do not go out of business. In the context of 

                                                      

55 The assumption that 89 percent of polices include optional insurance was estimated based on ICBC having 90 percent 

of the optional business in BC (Government of BC Hansard, https://www.leg.bc.ca/documents-data/debate-
transcripts/41st-parliament/2nd-session/20171107pm-Hansard-n56) and 80 percent of ICBC’s customers 

purchasing optional policies (ICBC, “ICBC makes changes to basic and optional rates”, August 30, 2013 (available here: 
http://www.icbc.com/about-icbc/newsroom/Pages/ICBC-makes-changes-to-basic-and-optional-rates.aspx). 
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auto insurance competition among providers could lead to changes in the pricing structure that could influence 

claim behavior and/or increased choices in the products available.  

In order to reduce premiums in BC it would be necessary to reduce claim costs. To illustrate how competition 

in the provision of insurance could lead to reductions in claim costs we examined the potential impact of 

competition on claim frequency, how settlements are managed and innovation. 

Reductions in Claim Frequency 

In provinces with private insurance, claim frequencies tend to be lower than they are in BC (Figure 23).  No 

data were available on claim frequencies in other provinces with public insurance, consequently we were not 

able to determine if claim frequencies are higher in all provinces with public insurance in Canada or if the 

higher claim frequency is specific to BC. In addition, in most other provinces in Canada with a tort system 

there is a cap on minor injury claims. Those caps have been shown to lead to reductions in claim frequency for 

bodily injury.56 Consequently it was not possible to determine how much of the difference in claim frequency 

was due to the presence of caps in other provinces and how much was due to other factors.  

Figure 23: Third Party Liability Claim Frequency (per 100 Earned Vehicles) by Province, 2015 

 

Source: BCUC, “ICBC- BIIS Exhibits I II III IV V Dec 31, 2016” and GISA 

The way that private insurers price their products may influence the decision on whether or not a policyholder 

makes a claim. If making a claim is costly in terms of increases in future insurance rates, policyholders may 

choose not to make claims for minor accidents if the increase in their insurance premiums would be greater 

than the cost of repair. Rather, they may choose to pay for the cost of repair to the vehicles if there were no 

injuries (e.g., backing into a parked car).  

To illustrate how a reduction in minor damage claims could affect claim costs we estimated the change in 

claim costs from a reduction in material damage claims in the Lower Mainland and Fraser Valley, the areas 

with the highest claim frequency in BC. No data were available on the distribution of collision repair claim 

costs, so it was not possible to determine the number of claims that would be classified as minor damage 

based on a threshold value. Consequently, we estimated the change in claim costs from a one-point reduction 

in claim frequency using 2015 data (the most recent available) on average collision repair costs, claim costs 

and claim frequency (Table 17).  

                                                      

56 E&Y, page 47.   
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Table 17: Claim Frequency and Average Claim Cost, 2015 

Region Total 
Claims 

Claim 
Frequency per 
100 Vehicles  

Average Collision 
Repair Claim Cost 

Lower Mainland (including Maple Ridge / 
Pitt Meadows, and the Fraser Valley) 

163,699 11.29 $2,760 

Other 71,216 5.43 $2,762 

Total BC 234,915 8.51 $2,761 

Source: Joint Industry Review of the Automotive Services Industry in British Columbia, November 2016.57 

A one-point reduction in the material damage claim frequency in the Lower Mainland and Fraser Valley would 

reduce the total number of claims by approximately 14,500.  Table 18 shows the potential cost savings from 

that reduction in claims for average repair values between $750 and $2,760. At an average repair value of 

$2,760, claim costs would decline by approximately $40 million. If the average repair value of the claims was 

between $750 and $1,500 total claim costs would be reduced by between approximately $11 million and $22 

million. Reductions in claim costs in those ranges were estimated to reduce average premiums by between $4 

and $15.  

Table 18: Change in Claim Costs and Premiums form a One-Point Reduction in Claim Frequency 

Average Cost of 
Claim Not Made 

Reduction in 
Claim Costs 
($ Millions) 

Percentage 
Change in Total 

Claim Costs* 

Estimated 
Reduction in 

Average 
Premium Paid 

$750 $10.9 -0.27% $4 

$1,000  $14.5 -0.36% $5 

$1,500 $21.8 -0.54% $8 

$2,760 $40.1 -1.0% $15 
*Percentage change in claim costs was calculated based on total 2015 claim costs of $4,042 million58. 

Management of Settlements 

Competition could influence the way that settlements for bodily injury are managed. Customer satisfaction is 

an important factor in customer retention for insurance companies.59  Customers that feel that they were 

treated fairly by their insurer when making a claim are more likely to continue to purchase insurance from that 

insurer. Similarly, reputation can be an important factor in attracting new business.  Consequently, insurers in 

a competitive environment may approach the claims settlement process differently than would a monopoly 

insurer.  

According to insurers interviewed by MNP, their goal is to provide a positive customer experience such that 

the claim is closed in a reasonable period of time and all parties involved are satisfied. This means that 

insurers focus on providing timely access to vehicle repair services and, for those claimants with injuries, 

                                                      

57 Joint Industry Review of the Automotive Services Industry in British Columbia 
(http://www.ara.bc.ca/aramediacentrenews/ara-advocacy-efforts-will-lead-to-improved-relations-with-icbc/) (Accessed 
December 1, 2017) 
58 ICBC, Annual Service Plan, 2016/17 
59 J.D. Power, Customer Satisfaction and Financial Performance, 2013. 
(http://canada.jdpower.com/sites/default/files/CustSatandFinancialPerf_JDPowerInsights_13.pdf) (Accessed December 13, 
2017) 

http://www.ara.bc.ca/aramediacentrenews/ara-advocacy-efforts-will-lead-to-improved-relations-with-icbc/
http://canada.jdpower.com/sites/default/files/CustSatandFinancialPerf_JDPowerInsights_13.pdf
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ensure appropriate care early in the process so the claimants can recover from the accident.  The latter is an 

important component in how insurers reported trying to limit claim costs.  

If the approach used by private insurers to resolving claims involving minor injuries results in greater 

efficiencies and more timely care than in the current environment, claim costs for minor bodily injuries may be 

reduced.   

To illustrate how reductions in minor injury claim costs could affect premiums we estimated the impact of 

reducing minor injury claim costs by between 5 percent and 10 percent using data from 2016 (Table 19). 60 

Reducing minor injury claim costs by between 5 percent and 10 percent was estimated to reduce basic 

premiums by between $18 and $40 per policy. 

Table 19: Estimated Impact on Basic Premiums from a Decrease in Minor Injury Claim Costs 

Decrease in Minor 
Injury Claim Costs 

Reduction in Claim Costs 
($ millions) 

Reduction in Basic 
Product Claim Costs 

Decrease in Basic 
Premiums 

Five percent $49.3 1.7 percent $18-$20 

Ten percent $98.5 3.3 percent $36-$40 

 

Minor Injury Definition and Cap 

It is important to note that competition alone would not be expected to result in significant reductions in claim 

costs associated with minor injuries. In other Canadian jurisdictions rising claim costs led to product reforms 

that included caps on minor injury awards for pain and suffering.61 According to insurers interviewed by MNP, 

caps and definitions of minor injuries are an important factor in limiting claim costs.  

To illustrate how the introduction of caps could reduce claim costs we estimated the reduction in claim costs 

due to the introduction of a $5,000 cap on awards for pain and suffering associated with minor injuries. No 

data were available on the distribution of pain and suffering awards in BC so we used data on claim payments 

and claim volumes from E&Y and information on caps from Alberta. 

According to E&Y there were approximately 35,000 minor injury claims in BC in 2016 and approximately $487 

million was paid out for pain suffering associated with those claims (Table 20). 

Table 20: Minor Bodily Injury Claim Payments and Volumes, 2016 

 Value 

Pain and suffering for Minor Injury62 $487 million 

Minor Injury Claims63 35,000 

Average Claim Paid Out for Minor Bodily Injury $30,038 

Average Pay Out for Pain and Suffering on Minor Injury Claims $16,499 

Estimated Claims that Involve a Minor Injury Award 29,500 

Source: E&Y 

In Alberta the cap on minor injuries is $5,020. According to documents filed with the AIRB by Aviva Canada, 

between 2005 and 2016 the share of claims settled within the cap was between 77 percent and 83 percent 

                                                      

60 E&Y, page 77. 
61 Ibid. 
62 Ibid, page 119 
63 Ibid, page 73 



 

 

44 

The Benefits of Competition in the Provision of Auto Insurance  

and  the average bodily injury claim value incurred for claims under $250,000 was between $15,000 and 

$18,000.64  

To estimate the savings from the introduction of a cap we assumed that approximately 80 percent of minor 

injury claims would be resolved within the cap and that the average value of a minor injury claim would be 

between $17,000 and $20,000. Based on those assumptions, a $5,000 cap was estimated to result in a 

reduction in claim costs of between $300 million and $380 million and a reduction in basic premiums of 

between $110 and $145 per policy (Table 21).  That reduction in basic premiums is similar to E&Y’s estimate 

of the required increase in basic premiums from 2017 levels. This suggests that a $5,000 cap on minor injuries 

would help to stabilize ICBC’s financial position and may reduce future premium increases.  However, the cap 

alone would be unlikely to result in premium reductions. 

Table 21: Estimated Savings from a $5,000 Cap on Pain and Suffering for Minor Injuries 

Average 
Claim 
Value 

Average 
Savings 

per 
Claim 

Average 
Payment for 

Pain and 
Suffering 

Reduction in 
Claim Costs  
($ millions) 

Reduction in 
Claim Costs 

for Basic 
Product 

Reduction in 
Premiums for the 

Basic Product 

$17,000 $13,000 $3,500 $380 13% $130- $145 

$20,000 $10,000 $6,500 $300 10% $100- $110 

 

6.5 Additional Benefits of Competition 

Competition for market share encourages innovation as businesses that are able to reduce costs and provide 

greater value to consumers are able to increase market share and improve profitability. Consequently, 

competition in auto insurance could lead to innovation in how products are delivered, the introduction of new 

products and services, and changes in how products are priced that reduce premiums and/or provide better 

value to customers.  

Product and Process Innovation 

In the insurance industry competition has led to auto insurance product innovations such as: 

• Usage Based Insurance involves installing a device in the vehicle to assess driving behavior and 

time of use. The information collected is used to determine discounts on insurance.65 The technology 

was first used in Canada in 201266 and is being used in Ontario and Alberta67. 

                                                      

64 Retrieved from http://www.airb.alberta.ca/industry-information/annual-review/2017/Aviva-Canada-Presentation.pdf 
(Accessed December 15, 2017) (http://www.airb.alberta.ca/industry-information/annual-review/2017/Aviva-Canada-
Presentation.pdf) We have used the mid-point of 80 percent for our estimates of the impact of a cap.  
65 IBC, “Telematics”, (http://www.ibc.ca/sk/auto/buying-auto-insurance/how-auto-insurance-premiums/telematics) 
66 CISISON, “First in Canada – Industrial Alliance Launches Mobiliz, A Revolutionary Program to Improve Driving 
Behaviours of Young Drivers”, April 11, 2012. (http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-
launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html) (Accessed 
December 15, 2017). 
67 Canadian Underwriter, “Allstate rolls out telematics auto insurance in Alberta”, April 5, 2016 
(https://www.canadianunderwriter.ca/insurance/allstate-rolls-telematics-auto-insurance-alberta-1004088422/) (Accessed 
December 15, 2017) 

http://www.airb.alberta.ca/industry-information/annual-review/2017/Aviva-Canada-Presentation.pdf
http://www.airb.alberta.ca/industry-information/annual-review/2017/Aviva-Canada-Presentation.pdf
http://www.airb.alberta.ca/industry-information/annual-review/2017/Aviva-Canada-Presentation.pdf
http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html
http://www.newswire.ca/news-releases/first-in-canada---industrial-alliance-launches-mobiliz-a-revolutionary-program-to-improve-driving-behaviours-of-young-drivers-510007891.html
https://www.canadianunderwriter.ca/insurance/allstate-rolls-telematics-auto-insurance-alberta-1004088422/
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• Accident Forgiveness is a feature of some auto insurance policies in which an at-fault accident does 

not affect premiums. This feature is typically available as an add-on for policyholders that have been 

accident free for a specified period.  

Insurance companies have also implemented process innovations as a way of controlling claim costs and 

improving customer service. One such example is the use of service centres by Intact Insurance. Customers 

drop off their damaged vehicle at the service centre and the repair process is managed by Intact through its 

network of preferred suppliers.68   

Pricing Innovations 

Private insurers typically offer a range of insurance products. Customers who purchase more than one product 

may be eligible for a discount. Insurers also offer other discounts on auto insurance to attract and retain 

customers. Table 22 provides selected examples of discounts on auto insurance offered in provinces where 

there is competition in the provision of auto insurance.  

Table 22: Examples of Discounts Offered by Private Insurers in Other Provinces 

Discount Description 

Bundling insurance Consumers that purchase property and auto insurance from the same 
insurer may be eligible for a discount (e.g., Cooperators69, AllState70 
and Intact71 all advertise discounts for the purchase of multiple 
products).  

Group insurance 
programs 

Members of organizations that belong to group programs receive 
preferred rates on home and auto insurance (e.g., AllState offers its 
Good Hands Group Insurance program72). 

Renewal Consumers that have been with the same insurer for a specified period 
may receive a discount. 

 

According to a 2017 survey by J.D. Power, in Canada, approximately 81 percent of auto insurance 

policyholders also have home insurance. Of those with both home and auto insurance 81 percent have both 

policies with the same provider. In BC, ten percent of those with both auto insurance and home insurance 

have both policies with the same provider. This suggests that if increased competition were permitted in the 

provision of auto insurance, consumers could benefit from discounts on premiums for both home and auto 

insurance due to bundling.  

To illustrate how individual consumers could benefit from bundling we estimated the discount that a consumer 

who purchased both auto and home insurance would receive based on published discounts (Table 23). 

Through bundling a consumer that had auto insurance premiums of $1,100 and home insurance premiums of 

$600 was estimated to save between $85 and $225 annually.  

  

                                                      

68 Intact Service Centre, https://www.intact.ca/on/en/personal-insurance/claims/servicecentre.html (Accessed December 
16, 2017) 
69 https://www.cooperators.ca/en/insurance/auto/compare-auto-insurance.aspx 
70 https://www.allstate.ca/webpages/auto-insurance/auto-discounts.aspx 
71 Intact, Home and Auto Insurance Bundle, (https://www.intact.ca/home-and-auto-insurance-bundle)  
72 AllState, “Good Hands Group Insurance Program”. (https://www.allstate.ca/webpages/otherprod/group-insurance.aspx) 
(Accessed December 16, 2017) 

https://www.intact.ca/on/en/personal-insurance/claims/servicecentre.html
https://www.allstate.ca/webpages/otherprod/group-insurance.aspx
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Table 23: Impact of Discounts on Individual Premiums  

 Premium  
(No Discount) 

Discounted Premiums73 

Low  
(5 percent on both) 

High  
(15 percent auto, 
10 percent home) 

Basic Auto Insurance $1,100 $1,045 $935 

Home Insurance $600 $570 $540 

Total $1,700 $1,615 $1,475 

6.6 Impact of Competition on Insurance Brokers 

The introduction of competition in the provision of auto insurance will not change the manner in which 

insurance is purchased. However, it may affect the distribution channels.  

Insurance brokers are paid based on commission on each policy they sell by insurance companies. Increased 

competition could lead to increased commission rates for brokers as insurance companies compete for access 

to the broker channels in order to sell their products.   

6.7 Impact of Competition on Suppliers of Claim Related Services 

The introduction of competition in the market for auto insurance has the potential to affect suppliers of legal 

services and material damage repair services.  

Legal Service Providers 

According to E&Y, approximately 24 percent of the costs associated with the basic product go to legal 

services. In assessing the benefits of competition we have assumed that the current tort model does not 

change and claimants that are not at-fault would still be able to sue for damages. In the absence of restrictions 

on minor injury claims (e.g., caps on payments) or changes in claimant behavior there is not anticipated to be 

significant impacts on providers of legal services.  

However, if restrictions on minor injury claims were to be introduced the number of litigated claims could be 

expected to decline. This could reduce demand for legal services related to personal injury claims. Similarly if 

claimant behavior changed so that the number of litigated claims declined demand for legal services could be 

expected to decline. 

Material Damage Repair Providers 

The introduction of competition is not expected to have a significant effect on how material damage repairs are 

undertaken. Consumers would likely be able to choose where to have repairs completed. Insurers would 

establish relationships with preferred providers in different areas and rates charged would be set through 

negotiation between insurers and providers.  

While the basic process will remain the same, the move to competition would likely impact the operations of 

material damage suppliers. Table 24 shows how the market for material damage repairs is expected to 

change.  

                                                      

73 Intact, Home and Auto Insurance Bundle, (https://www.intact.ca/home-and-auto-insurance-bundle)  



 

 

47 

The Benefits of Competition in the Provision of Auto Insurance  

Table 24: Changes to Market for Material Damage Repairs 

 Current Environment Full Competition Limited Competition 

Repair Rates • ICBC is the largest 
customer for most material 
damage repair shops.  

• Rates for ICBC repairs are 
set by ICBC.  

• All suppliers that meet 
minimum requirements can 
receive accreditation from 
ICBC. 

• Private insurers negotiate 
rates with preferred 
suppliers. 

• Insurers will develop 
relationships with 
preferred suppliers.  

• Rates would be 
negotiated between 
insurers and 
suppliers or supplier 
groups.  

 

• ICBC will likely 
continue to be the 
largest customer 
for material 
damage suppliers 
and will continue to 
have influence 
over the rates that 
are charged for 
repair services. 

Repair 
Standards 

• Insurers set repair 
standards. 

• Insurers set repair 
standards. 

• Insurers set repair 
standards. 

Repair 
Guarantees 

• Repairs performed by 
accredited providers or 
preferred suppliers are 
guaranteed. 

• Repairs performed by 
preferred suppliers 
are guaranteed. 

• Repairs performed 
by preferred 
suppliers are 
guaranteed. 

 

The changes in the way repair rates are set for material damage repairs are expected to lead to consolidation 

in the collision and glass repair industries. To reduce administrative costs associated with managing suppliers, 

insurers would likely seek to establish relationships with larger suppliers that are able to service a range of 

different repair volumes and provide service in different areas. This would provide suppliers that are part of 

chains or franchise networks an advantage. For small independent shops in larger markets it could be difficult 

to become a preferred supplier. Consequently, small independent shops would likely join supplier 

groups/networks and the number of shops in urban areas may decline.  

Competition is also expected to foster innovation in how material damage services are provided. Insurers 

would seek ways to reduce repair costs and this could lead to changes in how services are provided that 

reduce costs. For example, in some other provinces insurers have established repair centres where customers 

drop off their damaged vehicle. The insurance company manages the repair process through its preferred 

supplier network and the vehicle is returned to the customer once the repairs are completed.  This streamlines 

the process for the customer and reduces administration costs for both the insurer and the repair shop.   

Similarly, rather than setting and maintaining individual repair standards, insurers could use a program such 

as the Industry Qualification program offered by the Automotive Retailers Association to set repair standards.74 

That program specifies standards for business practices, infrastructure, technician training, and tools and 

equipment for participating shops. Standards are set in consultation with industry stakeholders and shops are 

audited to ensure compliance. Using the Industry Qualification program could lower costs associated with 

administration and oversight for individual insurers and compliance for material damage providers.  

                                                      

74 http://www.ara.bc.ca/ara-industry-certification/ 
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7 SUMMARY OF FINDINGS 

Premiums for basic auto insurance in BC have been rising by approximately five percent annually since 2012. 

Claim costs have been rising more quickly, and only government intervention has prevented premium 

increases of an additional 15 percent to 20 percent.  

Our analysis of the available data suggests: 

• If increased competition were allowed, private insurers’ premiums would be competitive with 

those ICBC needs to charge. According to E&Y, ICBC’s premiums need to rise by between 15 

percent and 20 percent to close the current rate gap. With that increase, if increased competition were 

allowed we estimated that premiums charged by private insurers would be competitive with those 

charged by ICBC. 

 

• Competition could lead to lower premiums for the majority of policyholders. Private insurers 

price products based on factors that have been shown to be highly correlated with risk (e.g., age and 

gender). Increased competition could be expected to change the pricing structure and lead to higher 

premiums for younger drivers and those with multiple risk factors (e.g., at-fault accidents, serious 

traffic infractions). Premiums for drivers age 35 and older would likely decline.  

 

Policyholders would also be able bundle insurance products (e.g., home and auto) and reduce their 

overall insurance costs. Additional discounts for specific groups may also be available.  

 

• Competition could lead to reductions in claim costs that reduce premiums. Customer 

satisfaction is an important factor in customer retention. Consequently, insurers that are competing for 

business may approach the claims process differently than in the current environment. Changes in the 

way that claims are managed that result in greater efficiencies and a less adversarial process could 

reduce claim costs and premiums.  

Changes in the way that products are priced may also lead to reductions in claim costs through 

changing claimant behavior. If making a claim for minor damage will result in significant increases in 

insurance costs, claimants may choose not to make a claim.  

• Competition would encourage innovation that could result in improved products and services. 

Through competition insurers would seek to reduce costs and provide greater value to consumers. 

This could result in innovation in products or processes that lower claim costs and/or premiums.  

 

• Introducing a minor injury cap of $5,000 would lower claim costs and help stabilize ICBC’s 

financial position.  Rising claim costs due to increases in the number of accidents, and increases in 

both the number and value of minor injury claims mean significant increases in premiums are required 

in the current environment.75 In other Canadian jurisdictions rising claim costs led to product reforms 

that included caps on minor injury awards for pain and suffering.76  

According to insurers interviewed by MNP caps and definitions of minor injuries are an important 

factor in limiting claim costs. 

                                                      

75 E&Y, page 8.  
76 Ibid. 
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Introducing a minor injury cap of $5,000 was estimated to reduce claim costs by between 10 percent 

and 13 percent. In the current environment, that reduction in claim costs was estimated to lower the 

required increase in basic premiums from between 15 and 20 percent to below 5 percent. This 

suggests that the introduction of a minor injury cap could help stabilize ICBC’s financial position, but is 

unlikely to result in reductions in premiums relative to their 2017 levels. 

In addition to the changes in premiums, competition could affect stakeholder groups. Table 25 summarizes the 

benefits and trade-offs for each group of stakeholders from the introduction of competition in the provision of 

auto insurance. 

Table 25: Summary of Benefits and Trade-offs for Stakeholders 

Stakeholders Benefits Trade-offs 

Consumers • Reductions in premiums for 
experienced drivers and those 
with no history of claims.  

• Access to more insurance 
options that may improve 
service levels and lower 
premiums. 

• Access to discounts on both 
home and auto insurance due to 
bundling. 

 

• Increases in premiums for higher-
risk drivers (e.g., those that have 
multiple claims or driving 
infractions) and those under age 
35. The extent to which premiums 
would change would depend in 
part on if limits or rules were put in 
place on maximum premiums as 
has happened in other 
jurisdictions. 

Insurance Brokers • Changes in commission rates 
could benefit brokers with 
higher volumes.  

• Increased complexity could lead to 
increases in training costs.  

Material Damage 
Service Providers 

• Larger service providers could 
have increased control over the 
rates they are able to charge for 
their services. 

• Increased ability to respond to 
changes in the marketplace. 

• Small independent shops will need 
to join supplier groups.  

• Reductions in the number of 
service providers due to 
consolidation.  

 

Legal Service 
Providers 

• There are not anticipated to be 
significant benefits for legal 
service providers from 
competition.   

• Competition could result in 
changes to how insurers approach 
the claims process. This could 
reduce the number of claims that 
involve legal representation.  

Government • Less risk of needing to 
subsidize ICBC’s operations to 
keep premiums artificially low.  

• Improved public perception of 
auto insurance.  

• Need to provide oversight to 
multiple basic insurance offerings, 
as well as additional optional 
insurance offerings from new 
entrants. 
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APPENDIX A – DATA SOURCES 

Data Source: Source URL 

Alberta Automobile 
Insurance Rate 
Board 

http://www.icbc.com/about-icbc/Pages/default.aspxhttp://www.airb.alberta.ca/drivers/faq.aspx 

Alberta Treasury 
Board and Finance 

http://www.finance.alberta.ca/business/insurance/index.html 

Autorité des 
Marchés 
Financiers 

https://lautorite.qc.ca/en/general-public/about-the-amf/industries/ 

British Columbia 
Financial 
Institutions 
Commission 

http://www.fic.gov.bc.ca/?p=about_us/core_business_areas 

British Columbia 
Utilities 
Commission 

http://www.bcuc.com/about/ 

Ernst and Young http://www.icbc.com/about-icbc/company-info/Documents/Affordable-and-Effective-
AutoInsurance-Report.pdf 

Financial and 
Consumer 
Services 
Commission 

http://www.fcnb.ca/industry-insurance.html 

Financial and 
Consumer 
Services 
Commission New 
Brunswick 

http://fcnb.ca/automobile-insurance.html 

Financial Services 
Commission of 
Ontario 

http://www.fsco.gov.on.ca/en/auto/brochures/Pages/brochure_autoins.aspx#a1 

GISA  https://www.gisa.ca/StatisticalInformation 

Government of BC http://www2.gov.bc.ca/gov/content/transportation/driving-and-cycling/road-safety-rules-and-
consequences/rules-of-the-road 

Government of 
New Brunswick 

https://beta.canlii.org/en/nb/laws/regu/nb-reg-2004-139/latest/nb-reg-2004-139.html 

Government of 
Nova Scotia 

https://www.novascotia.ca/finance/site-
finance/media/finance/AutoInsuranceGuideConsumer.pdf 

Government of 
Prince Edward 
Island 

https://www.princeedwardisland.ca/sites/default/files/legislation/I-04-Insurance%20Act.pdf 

Government of 
Prince Edward 
Island Justice and 
Public Safety 

https://www.princeedwardisland.ca/en/information/justice-and-public-safety/insurance-
regulation 

Groupement des 
Assereurs 
Automobiles 

https://gaa.qc.ca/en/who-are-we/ 

ICBC http://www.icbc.com/about-icbc/Pages/default.aspx 

ICBC Quick 
Statistics 2017 

http://www.icbc.com/about-icbc/newsroom/Documents/quick-statistics.pdf 

Insurance Bureau 
of Canada 

http://www.ibc.ca/sk/auto/auto-insurance/mandatory-coverage/ 
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Data Source: Source URL 

Insurance Bureau 
of Canada 

http://www.ibc.ca/pe/auto/auto-insurance/mandatory-coverage/ 

Manitoba Public 
Insurance 

https://www.mpi.mb.ca/en/Reg-and-Ins/Insurance/Basic-
Autopac/PIPP/Pages/pipp_overview.aspx 

Miller Thomson http://www.millerthomson.com/assets/files/article_attachments/Beating_the_Cap_A_Practical_ 
Guide_to_the_Regulations.pdf 

New Brunswick 
Insurance Board 

http://www.nbib-canb.org/en/index.php 

Newfoundland 
Board of 
Commissioners 
and Public Utilities 

http://www.pub.nl.ca/about.htm 

Nova Scotia 
Finance and 
Treasury Board 

http://nslegislature.ca/legc/statutes/insurance.pdf 

Nova Scotia 
Finance and 
Treasury Board 

http://www.novascotia.ca/finance/en/home/insurance/superintendantofinsurance.aspx 

Nova Scotia Utility 
and Review Board 

https://nsuarb.novascotia.ca/mandates/auto-insurance 

Oliver Wyman 
Limited 

http://www.nbibcanb.org/en/uploads/file/pdfs/generic/mir/2013_08_13-
%20SUBMISSION%20OW%20for%20OAG.pdf 

Prince Edward 
Island Regulatory 
and Appeals 
Commission 

http://www.irac.pe.ca/insurance/ 

Province of Alberta http://www.qp.alberta.ca/documents/Regs/2004_123.pdf 

Service 
Newfoundland 

http://www.servicenl.gov.nl.ca/insurance/non_profit/faq.html 

SGI https://www.sgi.sk.ca/individuals/registration/rates/index.html 

Statistics Canada  "CANSIM Table 405-0004: http://www5.statcan.gc.ca/cansim/a26?lang=eng&id=4050004 

  

http://www.millerthomson.com/assets/files/article_attachments/Beating_the_Cap_A_Practical_
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APPENDIX B - INSURANCE REGULATORY MODELS BY PROVINCE 

 Regulatory Body  

BC BCUC: Regulates basic auto insurance rates 
FICOM: Regulates optional Insurance 

Alberta Alberta Auto Insurance Rate Board: Regulates auto insurance rating programs 
for both basic and additional coverage.77 
Alberta Superintendent of Insurance: Regulates the business of Insurance in 
Alberta.78 

Saskatchewan Saskatchewan Rate Review Panel: Regulates Basic Auto Insurance Rates 

Manitoba Public Utilities Board of Manitoba: Act as a rate setting tribunal for basic auto 
insurance rates.79 

Ontario Financial Services Commission of Ontario: Approves rate change applications 
from private insurance companies. 

Quebec Groupement des Assereurs Automobiles (GAA)80 :  

• Guarantees access to insurance 

• Streamlines claims settlements 

• Ensures rates are fair 

• Informs customers 
Authorite des Marches Financiers:  
Applies the laws and regulations regarding the Auto Insurance Sector.81 

Nova Scotia Nova Scotia Utility and Review Board: 
Serves as the Regulatory body for Automobile Insurance in Nova Scotia including 
regulating auto insurance rates.82 
Office of the Superintendent of Insurance: Regulates the business of Insurance 
and enforces the Insurance Act. They license all insurers operating in the province 
and all insurance agents/brokers, agencies, and adjusters.83 

New Brunswick New Brunswick Insurance Board: Regulates Auto Insurance Rates in New 
Brunswick.84 
New Brunswick Financial and Consumer Services Commission (FCNB): 
Regulates the business of Insurance and enforces the Insurance Act. They license 
all insurers operating in the province and all insurance agents/brokers, agencies, 
and adjusters.85 

Newfoundland Service Newfoundland Financial Services Division: regulates the companies 
that provide insurance, the market intermediaries that sell insurance and various 
provisions of insurance contracts.86 
Newfoundland Public Utilities Board: The board is responsible for the 
supervision of rates charged by automobile insurers.87 

                                                      

77 Automobile Insurance Rate Board. Retrieved from: http://www.airb.alberta.ca/about/ 
78 Alberta Treasury Board and Finance, Alberta Superintendent of Insurance., Retrieved from: 
http://www.finance.alberta.ca/business/insurance/index.html 
79 Manitoba Public Insurance Corporation. Retrieved from : https://www.mpi.mb.ca/en/Reg-and-
Ins/Insurance/Pages/insurance.aspx 
80 Groupement des Assereurs Automobiles. Retrieved from : https://gaa.qc.ca/en/who-are-we/ 
81 Authorite des Marches Financiers. Retrieved from :https://lautorite.qc.ca/en/general-public/about-the-amf/industries/ 
82 Nova Scotia Utility and Review Board. Retrieved from: https://nsuarb.novascotia.ca/mandates/auto-insurance 
83 Nova Scotia Finance and Treasury Board: Office of the Superintendent of Insurance. Retrieved from: 
http://www.novascotia.ca/finance/en/home/insurance/superintendantofinsurance.aspx 
84 New Brunswick Insurance Board. Retrieved from: http://www.nbib-canb.org/en/index.php 
85 Financial and Consumer Services Commission. Retrieved from: http://www.fcnb.ca/industry-insurance.html 
86 Service Newfoundland: Financial Services Regulation Division. Retrieved from: 
http://www.servicenl.gov.nl.ca/department/branches/divisions/fsr.html 
87 Newfoundland Board of Commissioners and Public Utilities. Retrieved from: http://www.pub.nl.ca/about.htm 
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Prince Edward 
Island 

The Office of the Superintendent of Insurance: Regulates the business of 
insurance in PEI.88 
PEI Island Regulatory and Appeals Commission: Responsible for reviewing the 
rates of every insurer carrying on the business of automobile insurance in PEI.89 

 

  

                                                      

88 Government of Prince Edward Island Justice and Public Safety. Retrieved from: 
https://www.princeedwardisland.ca/en/information/justice-and-public-safety/insurance-regulation 
89 Prince Edward Island Regulatory and Appeals Commission. Retrieved from: http://www.irac.pe.ca/insurance/ 
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APPENDIX C - FACTORS USED IN SETTING INSURANCE PREMIUMS BY 
PROVINCE 

 Factors Used in Setting Premiums  

BC90,91 • Type of vehicle use 

• Location of policyholder 

• Insurance and claims history 

• Types of coverages 

• Deductible 

• Type of vehicle driven 

Alberta92 • Number of at-fault accidents within the past 6 to10 
years. 

• Age of the driver 

• Level of coverage on vehicle 

• Discounts from the insurance company 

• Completion of driver training 

• Number of driving convictions 

• Gender 

• Lapses in insurance coverage greater than 2 years 

• License Suspensions 

• Marital Status 

• Mileage 

• Occasional vehicle operators 

• Territory (Rural vs Urban) 

• Type of vehicle 

• Use of vehicle 

• Years holding a driver’s license 

Saskatchewan93 • According to SGI, “they don’t use a driver’s age, 
gender or where they live to determine a cost for 
their auto insurance”. 

• Driving record including number of at-fault collisions, 
type of vehicle, optional coverage and discounts are 
factors. 

• Use a CLEAR rating system and demerit point 
system when determining rates. The system ”looks at 
each vehicle type (make, model, year), based on 
expected number of claims and cost per claim, as 
well as the probability that the vehicle will be stolen”. 

Manitoba94 • Type of vehicle driven. 

• Location of driver 

• Type of vehicle use 

• Driving record 

                                                      

90 ICBC. Retrieved from: http://www.icbc.com/autoplan/costs/Documents/crs.pdf 
91 ICBC. Retrieved from: http://www.icbc.com/autoplan/costs/Pages/Default.aspx 
92 Automobile Insurance Rate Board. Retrieved from: http://www.airb.alberta.ca/drivers/factors.aspx 
93 SGI. Retrieved from: https://www.sgi.sk.ca/individuals/registration/rates/index.html 
94 Manitoba Public Insurance. Retrieved from: https://apps.mpi.mb.ca/irc/help/irc_factors.html 
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 Factors Used in Setting Premiums  

Ontario95 Factors Used in Determining Premiums: 

• Type of vehicle 

• Driving record 

• Where the driver lives 

• Age of driver 

• Amount of coverage purchased 

• Deductible 

• Choice of insurance company 

• Gender 

• Marital status 

• New driver to Canada or newly licensed driver 
 

Factors insurance companies are prohibited from using: 

• Credit history 

• Bankruptcy 

• Employment status 

• Credit card ownership 

• How long the driver has lived in their home 

• Accidents where the driver are less than 25 per cent 
at-fault where the accident occurred on or after 
September 1, 2010 

• Minor at-fault accidents that occurred on or after 
June 1, 2016, meeting certain criteria (no payment by 
any insurer, no injuries, damages less than $2,000 
paid by the at-fault driver) – limited to one minor 
accident every three years. 

• Not-at-fault accidents; 

• Whether the vehicle is owned or leased 

• Whether there was a period of time where the driver 
had no automobile insurance coverage. 

 

Quebec • Where the driver lives 

• Type of vehicle including popularity with car thieves 
and sports cars 

• Vehicle use: number of kilometres on the vehicle, 
type of use 

• Age of driver 

• Gender of driver 

• Coverage and deductibles chosen 

• Driving record 

                                                      

95 Financial Services Commission of Ontario: http://www.fsco.gov.on.ca/en/auto/brochures/Pages/how-your-auto-
insurance-rates-are-set.aspx 
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 Factors Used in Setting Premiums  

Nova Scotia96 Factors Used in Determining Premiums: 

• Gender 

• Where the driver lives 

• Type of use including how far the vehicle is driven 
each day and whether other drivers using the vehicle 

• Driving record 

• Value of the vehicle 

• Type of vehicle including theft rating for vehicle type 

• Type of coverage chosen 

• Deductible amount 
 
Prohibited factors for determining risk classification: 

• Age 

• Marital status 

• Age of the vehicle 

• Previous coverage by the Facility Association 

• Previous refusal of insurance coverage 

• Previous not-at-fault incidents 

• Late payments 

• Lapses in auto insurance coverage less than two 
year (unless due to a driver’s license suspension) 
 

New Brunswick97,98 Factors Used in Determining Premiums: 

• Number of years licensed 

• Where the driver lives 

• Driving history including number of at-fault accidents, 
driving convictions, and license suspensions 

• Payment history 

• Discounts from the auto insurance company 

• Lapses in insurance coverage greater than two years 

• Levels of coverage 

• Occasional operators 

• Type of vehicle 

• Use of vehicle 
Prohibited factors:  

• Age 

• Gender 

• Marital Status 

                                                      

96 Government of Nova Scotia: A consumer’s guide to Auto Insurance. Retrieved from: 
https://www.novascotia.ca/finance/site-finance/media/finance/AutoInsuranceGuideConsumer.pdf 
97 New Brunswick Insurance Board. Retrieved from: http://www.nbib-canb.org/en/consumer.php 
98 Government of New Brunswick: Regulation 2004-139 under the Insurance Act. Retrieved from: 
https://beta.canlii.org/en/nb/laws/regu/nb-reg-2004-139/latest/nb-reg-2004-139.html 
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 Factors Used in Setting Premiums  

Newfoundland99 Factors Used in Determining Premiums: 

• Driving experience and characteristics of the drivers 
of the vehicles; 

• the number of drivers, the at-fault claim history and 
conviction history of each driver, age, gender and 
marital status of the driver, and years of licensed 
driving experience. 

• Characteristics of the vehicle itself; 

• make, model and year. 

• Where the vehicle is principally driven or garaged; 

• Territory. 

• What the vehicle is used for; 

• pleasure, commuting to and from work, or business. 
Prohibited Factors when Determining Capitalization 
Premiums: 

• Age, sex, and marital status with the exception of 
discounts to insureds aged 55 years and older. 

• Number of not at fault losses. 

• Insured has inquired as to coverage or has advised 
of an accident for which no payment of indemnity 
was made. 

• Nonpayment of premium, other than the first 
payment, if amount paid within 30 days of due date. 

• Insured has been declined or refused insurance by 
another insurer 

• Lapse in insurance coverage of less than 24 months, 
with specific exceptions. 

• Any element associated with an excluded driver or 
the claim of a driver subsequently excluded. 

• Credit information. 

Prince Edward Island100 Prohibited Factors when Determining Auto Insurance: 

• Age of the driver 

• Age of the vehicle that would be insured unless the 
vehicle: 
(i) is an antique vehicle, 
(ii) is a reconstructed vehicle, or 
(iii) has been modified for enhanced performance 

• Whether the driver has been insured by the Facility 
Association. 

• Previous refusals of insurance coverage. 

• Previous not-at-fault accidents. 

• Failure of payment. 

• Lapses in insurance coverage for a period less than 
12 months except for failure to pay premiums or 
license suspensions. 

 

                                                      

99 Newfoundland and Labrador Public Utilities Board: Newfoundland Labrador Automobile Insurance Filing Guidelines. 
Retrieved from: http://www.pub.nl.ca/down/2011FilingGuidelines.pdf 
100 Prince Edward Island Regulatory and Appeals Commission. Retrieved from: 
http://www.irac.pe.ca/document.aspx?file=legislation/InsuranceActProhibitedUnderwritingPracticesRegulations.asp 
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APPENDIX D – DRIVER PROFILES USED IN INSURANCE QUOTES 

Age Sex Years 
Licens
ed 

Location Vehicle Model 
Year 

Type of 
Use 

Risk Rating Marital 
Status 

21 Male 4 years Urban Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

21 Female 4 years Urban Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

21 Male 4 years Urban Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

single 

21 Female 4 years Urban Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

single 

21 Female 4 years Rural Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

21 Female 4 years Rural Honda Civic 
LX 4-Door 

2014 12,000 
km 
annual 

No infractions single 

24 Male 4 years Urban Lamborghini  
Gallardo 
LP570 
Performance 
Spyder AWD 

2014 12,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

single 

30 Female 6 years Urban Toyota Sienna 
SE V6 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

30 Male 4 years Urban Ford F-150 
XLT 
Supercrew 
4WD 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

30 Male 4 years Urban Ford F-150 
XLT 
Supercrew 
4WD 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

30 Male 6 years Urban Ford F-150 
XLT 
Supercrew 
4WD 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

30 Female 6 years Urban Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction  

married 

30 Female 6 years Urban Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 

30 Male 4 years Urban Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

single 
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Age Sex Years 
Licens
ed 

Location Vehicle Model 
Year 

Type of 
Use 

Risk Rating Marital 
Status 

30 Female 6 years Urban Toyota Sienna 
SE V6 

2014 12,000 
km 
annual 

No infractions married 

30 Female 6 years Rural Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

No infractions married 

30 Female 6 years Rural Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

No infractions single 

30 Male 4 years Rural Honda Civic 
LX 4DR 

2014 12,000 
km 
annual 

No infractions single 

36 Female 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

36 Female 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

married 

36 Male 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

36 Male 6 years Urban Ford F-150 
XLT 
Supercrew 
4WD 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

36 Male 6 years Urban Ford F-150 
XLT 
Supercrew 
4WD 

2014 20,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

married 

36 Male 6 years Rural Ford F-150 
XLT 
Supercrew 
4WD 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

36 Female 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

No infractions married 

36 Female 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

No infractions single 

36 Male 6 years Urban Toyota Sienna 
SE V6 

2014 20,000 
km 
annual 

No infractions married 

55 Male 6 years Urban Lexus RX350 
4DR AWD 

2014 20,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

70 Female 6 years Urban Toyota Sienna 
SE V6 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 

70 Female 6 years Urban Toyota Sienna 
SE V6 

2014 12,000 
km 
annual 

1 serious traffic 
infraction in the 
last 6 years 

married 
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Age Sex Years 
Licens
ed 

Location Vehicle Model 
Year 

Type of 
Use 

Risk Rating Marital 
Status 

70 Female 6 years Rural Toyota Sienna 
SE V6 

2014 12,000 
km 
annual 

1 at fault accident 
in the last 6 years, 
and 1 minor traffic 
conviction 

married 
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APPENDIX E – SUMMARY OF QUEBEC SCENARIO 

The Quebec Scenario involves a fundamental change in the insurance model and is provided to illustrate how 

changes in the insurance model could affect premiums.  

Overview of Auto Insurance  

ICBC is assumed to provide coverage for injuries sustained in an accident while private insurers are assumed 

to provide both basic and optional coverage for third party liability (e.g., property damage and bodily injury the 

insured caused outside of BC). This is the model that is used in Quebec.  

Basic insurance would include compensation and care for injuries sustained in accidents in BC, regardless of 

fault, and a minimum level of coverage for property damage. 

The cost of coverage provided through ICBC is assumed to be based on the region the vehicle is registered in 

and fees to cover the cost of the program would be charged annually as part of vehicle registration. Fees are 

assumed to be set to cover the costs of the program.  

Premiums for third party liability coverage would be set by private insurers based on the typical factors used.  

All individuals that are injured in a traffic accident in BC, regardless of fault, would receive care and 

compensation and would not have the right to sue for damages. 

Payment for Treatment of Injuries 

Treatment covered by the Medical Services Plan (“MSP”) is assumed to be provided through that system. 

Physiotherapy, massage therapy and other private medical services would be compensated through the basic 

coverage provided by ICBC.  

Each year ICBC is assumed to reimburse MSP for the costs of treatment provided related to insured traffic 

accidents.  

Impact on Premiums  

The table below summarizes the expected impact on premiums. 

Element Impact on Premiums 

Insurance model Injured parties would not have the right to sue to damages, which would 
reduce legal costs and compensation for pain and suffering related to 
minor injuries. Consequently, premiums would decline.  

Competition in the provision 
of third party-liability 
coverage.  

Pricing structures would be based on risk factors and premiums would 
reflect risk. Inexperienced drivers and those with multiple risk factors 
(e.g., at-fault accidents or serious driving infractions) would be expected 
to pay higher premiums and experienced drivers would be expected to 
pay lower premiums. 
Discounts due to bundling of multiple insurance products (e.g., home 
and auto) would be offered. 
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Summary of Benefits and Trade-offs 

The table below summarizes the benefits and trade-offs for each group of stakeholders from this scenario. 

Stakeholders Benefits Trade-offs 

Consumers • Lower premiums. 

 

• Not being able to sue for 
damages could result in 
victims with serious injuries not 
being fully compensated for 
their injuries.  

• Could result in increased taxes 
to cover increased health care 
costs due to shortfalls in 
insurance funding.101  

Insurance Brokers • There are not expected to be 
significant benefits for 
insurance brokers. 

• There are not expected to be 
significant trade-offs for 
insurance brokers. 

Material Damage 
Service providers 

• Larger service providers could 
have increased control over 
the rates they are able to 
charge for their services. 

• Increased ability to respond to 
changes in the marketplace. 

• Small independent shops will 
need to join supplier groups.  

• Reductions in the number of 
service providers due to 
consolidation.  

 

Legal Service 
Providers 

• There are not anticipated to be 
significant benefits for legal 
service providers.  

• Eliminating the right to sue for 
damages will result in 
significant reductions in 
business for lawyers 
specializing in personal injury 
claims. 

Government • Improved public perception of 
auto insurance.  

• Increased regulatory oversight 
due to increased number of 
insurance providers.  

• Increased costs of health care 
and increased risk with respect 
to long-term liability for those 
seriously injured in a car 
accident in BC.   

  

                                                      

101 In Quebec, the Société de l’assurance automobile (SAAQ) is the crown corporation responsible for the management 
and administration of accident benefits in the province. The SAAQ’s assets and liabilities appear on the income statement 
for the Government of Quebec, so it is assumed that any shortfalls in the Automobile Insurance Fund (which is used to 
cover the costs associated with accident benefits for injured drivers) would be covered by the province of Quebec. In this 
scenario, we similarly assume that the Government of BC would be responsible for any shortfalls in a similar fund 
administered locally. 
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APPENDIX F – ABOUT MNP 

MNP is the fastest growing major chartered accountancy and business advisory firm in Canada. Founded in 

1958, MNP has grown to more than 70 offices and 4,000 team members across Canada. In British Columbia, 

MNP has more than 800 staff located in 19 offices throughout the province. The map below shows our office 

locations. 

MNP provides a wide range of accounting, finance and business advisory services to clients. These include:  

• Assurance 

• Taxation 

• Corporate Finance 

• Mergers and Acquisitions 

• Enterprise Risk Services 

• Forensic Accounting 

• Consulting 

• Insolvency and Corporate 
Recovery 

• Succession 

• Valuations and Litigation Support 

 

About MNP’s Economics and 
Research Practice 

Economic and industry studies are carried out by MNP’s Economics and Research practice. Based in 

Vancouver, the Economics and Research practice consists of a team of professionals that has a successful 

track record of assisting clients with a wide variety of financial and economic impact studies. Our work has 

encompassed a wide range of programs, industries, company operations and policy initiatives and has helped 

clients with decision-making, communication of economic and financial contributions, documentation of the 

value of initiatives and activities and development of public policy. 


