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Presidents Report

The Insurance Corporation of British Col-
umbia (ICBC) is a crown corporation creat-
ed by the Insurance Corporation of British
Columbia Act,S.B.C. 1973 (1st Session), Chap-
ter 44, passed by the Provincial Legislature in
April, 1973.

The basic function of the Corporation is to
operate and administer a comprehensive plan
of universal automobile insurance in the Pro-
vince of British Columbia under the regula-
tions of the Automobile Insurance Act, S.B.C.
1973 (1st Session), Chapter 6.

Automobile Insurance Act

The plan of comprehensive universal auto-
mobile insurance—commonly referred to as
AUTOPLAN — came into effect on March 1,
1974, and inaugurated an exciting new era of
service for the motoring public of British
Columbia.

The plan provides, separately, basic insur-
ance coverage for all vehicles and for all
drivers of the Province, with extended cover-
age available on an optional basis.

All licensed motor vehicles in British Columbia — an estimated 1.4 million this year — are protected by Autoplan, the
Province's comprehensive universal automobile insurance program launched on March 1, 1974.




The task of implementing the provisions of
the Automobile Insurance Act and translating
them into a dynamic and effective insurance
program has been the prime and principal
project of the Insurance Corporation during
the past year. In the short period of eleven
months between April, 1973 and March, 1974,
the task of designing and developing a single
program to serve every licensed vehicle and
driver in the Province has been a tremendous
undertaking.

In order to facilitate the administration of
Autoplan by the Insurance Corporation, a spe-
cial fund, designated as the AUTOMOBILE
INSURANCE ACT FUND, was established as
a separate financial entity for accounting
purposes.

The Automobile Insurance Act Fund is, in

The task of creating a single insurance program to serve
every licensed vehicle and driver in B.C. in 11 months
included establishment of one of the largest computer
systems in Western Canada.

fact, a motorists’ fund operated and adminis-
tered by the Corporation for, and on behalf of,
the motorists of British Columbia. The Fund
will be credited with income from automobile
premiums and charged with the cost of claims,
commissions and operating expenses, includ-
ing start-up and development costs.

Autoplan premium rates are set with the ob-
jective of providing insurance coverage at the
lowest possible cost consistent with the finest
service and fullest consideration for the inter-
ests of all motorists.

Income from Autoplan premiums invested
in the Corporation’s investment program will
also belong to the Fund and will help to reduce
the cost of automobile insurance to the British
Columbia public, as well as contributing to the
financial well being of the Province in the
meaningful ways discussed under the finan-
cial section of this report.

Under the provisions of the Automobile In-
surance Act, all vehicles registered in British
Columbia had to be insured under Autoplan
at March 1, 1974, and on that date one million
Autoplan vehicle policies were in force with
a total premium of $133,000,000. It is estimat-
ed that, for the fiscal year ending February 28,
1975, a total of 1,400,000 Autoplan vehicle
policies will have been issued for a total prem-
ium revenue of $179,000,000.

Effective July 1, 1974, every licensed driver
in British Columbia must carry a driver cer-
tificate issued by the Insurance Corporation at
a premium based on the driver's demerit point
record, with a minimum annual premium of
$10. It is estimated that during the fiscal year
to February 28, 1975, 1,300,000 Driver Cer-
tificates will be issued for a total consideration
of $28,000,000.

The vehicle policies and the driver certifi-
cates combine to provide the total automo-
bile insurance coverage that went into effect
on March 1, 1974.




The cost of automobile insurance is a direct
economic result of automobile accident ex-
perience and Autoplan is designed to encour-
age driving practices that will produce, in
British Columbia, the lowest possible rates for
automobile insurance anywhere in the country.

General Underwriting

In addition to its basic function as the ad-
ministrator of the insurance program under
the Automobile Insurance Act, another impor-
tant function of the Corporation is to develop
and promote a full range of general lines in-
surance coverage in competition with other
insurance companies operating within the
Province of British Columbia.

It was in this area of its activities that the
Corporation commenced operations when,

on October 1, 1973, the General Underwriting
Division sold its first insurance policy. By the
end of February, 1974, the Corporation had
underwritten over 10,000 general lines poli-
cies with a total premium of $2,110,000, as
shown in the Corporation’s Statement of Oper-
ations (Statement 1).

The Corporation is adopting an aggressive
attitude and broad approach in its activities
in the general insurance business. It plans to
initiate and innovate and to provide insurance
protection to meet the needs of both the pri-
vate and public sectors of the population and
to fulfill the requirements of business organi-
zations, large and small.

The Corporation is providing competitive
coverage at competitive rates and is not re-
stricting itself to preferred risks but is accept-

The Insurance Corporation of B.C. went into business selling general insurance lines in October, 1973. It offers a full range
of policies — including coverage of farm buildings.
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ing coverage on all types of insurable risks in
the general insurance field.

The Corporation is equipped to write insur-
ance risks covering fire, liability, burglary,
robbery, fidelity, multi-peril, ocean marine
and boiler and machinery. At the present time
current policies cover private dwellings, per-
sonal contents, pleasure boats, mobile homes,
farm buildings, schools, churches; as well as
public, commercial and industrial buildings
and contents; also ocean and inland cargos,
domestic and international vessels.

The General Underwriting Division markets
its insurance program primarily in British
Columbia through independent agents and
brokers, but in its arrangements for reinsur-
ance of risks, the Corporation deals with in-
surance organizations throughout the world.

K bk " = )

Based on the present trend of activities, and
the gratifying support its program has re-
ceived, the Corporation expects to attain in
the coming year a premium volume in the
general insurance business greater than any
of its competitors in British Columbia.

Operations

At the present time the two main functions
of the Corporation are: (a) to operate and ad-
minister the comprehensive plan of universal
automobile insurance, on behalf of the motor-
ists of British Columbia, and (b) to engage in,
on its own behalf, the business of underwrit-
ing risks in the field of general insurance.

The automobile insurance plan did not be-
come effective until March 1, 1974, and oper-
ations relating to the Automobile Insurance

A major project of ICBC's General Underwriting Division has been the establishment of a property insurance program to
cover all schools in B.C. by the end of 1974. Included is a comprehensive fire prevention and loss control system




Act Fund are reflected in the accounts and
statements of the Corporation at February 28,
1974, only as amounts due to and due from
the Fund as shown on the Balance Sheet, and
as referred to in the notes to the financial
statements.

The Statement of Operations in this Annual
Report presents only the results of the Gen-
eral Insurance Underwriting operations of the
Corporation.

On the basis of the actual Underwriting
activities of the Corporation, the loss for the
reporting period was $417,000, due to the high
ratio of commissions and selling costs to earn-
ed premiums experienced by insurance com-
panies in periods of rapid expansion. How-
ever, the Statement of Operations reports a
net loss on operations for the period ended
February 28, 1974, of $946,000, because of
legislative requirements peculiar to insurance
operations. Thus, included in this reported
loss, is an amount of $529,000 representing
certain accounts receivable, inventories and
prepaid charges, which are usually consider-
ed, under generally accepted accounting prac-
tice, as assets and shown as such on the Bal-
ance Sheet. Under the provisions of the Insur-
ance Act of British Columbia these assets are
required to be shown in the accounts as
operating expenditures.

Claims

In order to service the expected annual
volume of 350,000 claims, the Claims Division
has placed over 500 qualified personnel at
nineteen strategically placed drive-in claims
centres, six branches and six resident adjust-
er locations throughout the Province. The
$14,638,000 figure on the Balance Sheet
under the heading PROPERTY represents,
mainly, the investment to February 28, 1974,
in the land and construction costs for these
claims centres.

The modern style buildings planned for the
claims centres are specially designed with

Offering full protection for business and industry, ICBC
sold more than 10,000 general insurance policies in the
first five months of operations with total premiums of $2.1
million.




drive-in facilities and fully equipped to pro-
vide the finest and fastest claims adjustment
service possible for B.C. motorists.

In March, 1974, the first month of Autoplan
operations, over 24,000 automobile claims
were reported, with estimated losses of ap-
proximately $11,335,000. While this is a sub-
stantial volume of claims in one month it is
still less than the average monthly claims pro-
jected for the coming fiscal year.

Financial

The notes to the financial statements pro-
vide an analysis and explanation of the prin-
cipal accounts shown on the Balance Sheet
and the Source and Application of Funds
Statement.

The Corporation’s initial working capital
was provided, as it was required, through
loans from the Provincial Treasury to a total
of $18,000,000. The Corporation’s financial
indebtedness to the Provincial Government
for these advances was repaid in full prior to
March 1, 1974, including interest at chartered
bank prime rates.

In the current fiscal year, it is anticipated
that the corporation’s working capital require-
ments will be met through the flow of pre-
mium income from the automobile insurance
plan. However, the Corporation is empowered
to fulfill any short-term cash requirements
through bank borrowings or other available
sources of funds, or to apply to the Provincial
Government for temporary advances.

Between January 1 and March 1, 1974, the
Corporation accumulated funds of approx-
imately $100,000,000 from premium income,
which is invested in short-term securities over
terms ranging, generally, from 30 to 120 days.
At an average yield of 9% the income from
such investments totalled $422,000 at Febru-
ary 28, 1974,

It is estimated that for the fiscal year to
February 28, 1975, vehicle and driver insur-
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Marine insurance, including coverage of pleasure craft,
is an important element of the Corporation’s general lines
business.




ance premiums will generate a total cash flow
of $207,000,000, but the amount available
for investment will depend to a large degree
on the amount and incidence of claims pay-
ments.

It is the policy of the Corporation to invest
all income within the Province of British Col-
umbia whenever feasible, and all funds from
the Automobile Insurance Plan will be used for
the benefit of British Columbia motorists.

The investment policy of the Board of Direc-
tors is to maintain corporate funds in as li-

quid and as flexible an investment portfolio
as possible until the demand on corporate
funds by claims payments during the first
year of operations can be accurately deter-
mined.

As funds become available for longer term
investment, the Corporation will seek oppor-
tunities to expand and improve its contribu-
tion to the growth and development of the
British Columbia economy through the invest-
ment of reserve funds.

Whatever the British Columbia motorist
pays for automobile insurance under the auto-
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ICBC offers fire, burglary, liability and other types of general insurance protection for homeowners and tenants.
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mobile insurance plan, the portion of the pre-
mium dollar returned to him in benefits will
be far greater than it has ever been in the past.

The automobile insurance plan is a non-
profit, self-sustaining motorists’ fund. Prem-
ium rates are set without any provision for
profit and all revenues to the fund are used
to satisfy incurred claims, meet administrative
costs and provide prudent reserves.

The level and fluctuation of premium rates
from year to year will directly depend on the
over-all safe driving record of all drivers in the
Province.

_—

Close to 1,500 ICBC employees were involved in the
demanding task of building the Corporation and are
dedicated 1o providing excellent service to the people
of British Columbia.

In order to substantially minimize the econ-
omic conseguences and, most important, the
personal deprivations from traffic accidents,
the Corporation is actively researching means
and methods of reducing the number and
severity of losses on the Province's highways.

In all its operations, the aim and objective
of the Corporation is to serve the public of
British Columbia and to strengthen the finan-
cial fabric and economic base of the Province.
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INSURANCE CORPORATION OF BRITISH COLUMBIA

Notes 1o Fnancial

Staterments

1. Status of the Corporation

The Insurance Corporation of British Col-
umbia (ICBC) is incorporated as a crown cor-
poration under the Insurance Corporation of
British Columbia Act, S.B.C. 1973 (1st Ses-
sion), Chapter 44, assented to April 18, 1973.
By subsequent approval of the Lieutenant —
Governor in Council, and in accordance with
the Act, ICBC has the power and capacity to
actas an insurer and reinsurer in all classes of
insurance and to operate and administer the
plan of automobile insurance described in the
Automobile Insurance Act (AlA).

The Corporation commenced General In-
surance operations on October 1, 1973, and
the automobile insurance plan commenced
operations on March 1, 1974.

By regulation under the Automobile Insur-
ance Act, S.B.C. 1973 (1st Session), Chapter 6,
the plan of automobile insurance is to be ad-
ministered as a fund. A statement of the oper-
ations of the fund is to accompany the annual
report of ICBC. Any surplus in the fund will
not be taken into the surplus of ICBC but will

STart-Up COBIS Jisinits il sns clobetmials o o ssss
Prepaid underwriting expense .............
Inventory of stationery and supplies .......

be carried forward in the AlA fund to the sub-
sequent year.

2. Significant Accounting Policies
Basis of Reporting

The financial statements of the Corporation
are presented on the basis of reporting re-
quirements prescribed by Section 18 of the
Insurance Corporation of British Columbia
Act which differ in some respects from gener-
ally accepted accounting principles commonly
followed by business enterprises other than
insurance companies. The principal difference
is that certain expenditures and assets (non-
admitted assets) must be treated as operating
expenses in the period in which the expendi-
ture was incurred. Under generally accepted
accounting principles such items would be
capitalized in the period in which the expen-
diture was incurred and amortized or charged
against income in subsequent years.

Non-admitted assets charged to operations
of the General Insurance business in the per-
iod to February 28, 1974 were:

................................. $129,000
................................ 166,000

Accounts receivable from agents for business written prior to

Bacemberil 1803 N e e s

Unearned Premiums—Unearned premiums
are determined by pro-rating premiums over
the terms of the policies. In accordance with
the Insurance Act, the unearned premium
liability is 80% of the premiums applicable to
the unexpired terms of the policies in force.

Claims— The provision for unpaid claims
is established on the basis of reported losses
and includes an estimate of $35,000 for losses
incurred but not reported.

................................ 140,000

$529,000

Depreciation—No depreciation has been
charged on buildings prior to occupation or
under construction by the Corporation. Com-
mencing March 1, 1974, completed buildings
will be depreciated on a straight-line basis
over 20 years.

Investments—The Corporation has invested
its funds in short-term certificates of deposit
and notes. The investments are carried at cost,
which at February 28, 1974 was quivalent to
market value.

1/
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3. Commitments

In addition to the $14,638,000 cost of fixed
assets included in the Balance Sheet, an esti-
mated further amount of $19,150,000 has been
committed in respect of the building and land
acquisition program for claims and salvage
centres and equipment. The Corporation is
also committed to make the following pay-
ments on properties it has leased for periods
of more than one year:

1974-1975 $1,200,000
1975-1976 1,100,000
1976-1977 1,050,000
1977-1978 1,050,000
1978-1979 1,000,000

4. Interim Automobile Plan

In order to guarantee that all motorists
could acquire automobile insurance upon ex-
piry of policies prior to March 1, 1974, the
Corporation entered into an agreement with
the British Columbia Motorist Insurance Com-
pany (BCMI). The Corporation agreed to in-
demnify BCMI against losses and additional
expenses incurred to provide the necessary
insurance coverage and to pay management
and service fees.

Provision has been made in the financial
statements of the Corporation for all known
and anticipated claims under the Interim
Automobile Plan. The Corporation has guar-
anteed the agreement by providing BCMI with
a letter of credit to a maximum of $1,000,000
which expires November 1, 1974.

5. Automobile Insurance Act Fund

The amount of $15,134,000 reflected in the
Balance Sheet as recoverable from the Auto-
mobile Insurance Act Fund as required by
B.C. Reg. 131/74 represents expenditures ap-
portioned by the Corporation to the Fund in
accordance with Section 5 of the Automobile
Insurance Act. The amount shown on the Bal-
ance Sheet of $128,167,000 is due to the Auto-
mobile Insurance Act Fund and represents the
unallocated receipts received in respect of
automobile insurance, motor vehicle licences
and sales tax. It is not possible to allocate the
gross cash received until processing of docu-
ments is completed. In the meantime pay-
ments on account have been made on an esti-
mated basis.

Gross Automobile Insurance Act Fund premiums and fees received .......... $151,390,000

INtEresStiNBOMO: . bl tars oo s S o e

Deduct Payments—

Salas Tax: dir .l o N e e s e
Motor Vehicle Fees .....................
Agents commissions ...................

Net unallocated receipts . ...................

............................... 422,000

151,812,000

....................... $24,000
................... 19,656,000
..................... 3,965,000 23,645,000

............................... $128,167,000




6. Purchase of Fruit Growers
Mutual Insurance Company

On September 11, 1973, the Corporation
signed a letter of intent with Fruit Growers
Mutual Insurance Company (FGMIC) to
acquire its operations and related assets, li-
abilities, reserves and insurance portfolio at
January 1, 1974, for a consideration of
$737,000, equal to the issued share capital at
December 31, 1973. As the final purchase
agreement has not yet been concluded, the
assets and liabilities to be acquired and results
of operations since January 1, 1974, have not
been consolidated or provided for in the Cor-
poration’s financial statements at February 28,
1974.

The Corporation has assumed certain liabil-
ities to policyholders under some of the pol-
icies of FGMIC.

The financial statements and accompanying
notes, together with the Report of the Presi-
dent included in the Annual Report of the
Insurance Corporation of British Columbia for
the fiscal period ended February 28, 1974,
were submitted to the Legislative Assembly of
the Province of British Columbia on April 29,
1974, in accordance with the requirement of
section 18 of the Insurance Corporation of
British Columbia Act.
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Construction was well advanced in the
spring on several ICBC claims centres located
in key population areas of B.C. The centres
will provide fast, efficient claims service for
the motoring public.






