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Dear Ms. Elder:

Re: Insurance Corporation of British Columbia
Confidential Filing of Chapter 9 of the 2010 Streamlined Revenue Requirements Application

The Insurance Corporation of British Columbia (ICBC) filed its IT Strategic Plan and Annual IT Capital Expenditure
Planin Chapters9 A and 9 B, respectively, of the 2010 Streamlined Revenue Requirements Application
(Application). ICBCis of the opinionthatthe Plans contain strategicinformation and proprietary pricing
arrangements which, if disclosed publicly, could resultin economicharm to ICBC or its suppliers; therefore, ICBC
filed the submissions on a confidential basis. The Commission acceptsthe confidential nature of the filings.

Chapter9 A—IT StrategicPlan
Pursuantto the 2007 Revenue Requirements decision the Commission directed ICBCto:

“..with future revenue requirementfilings, to receive updates to the IT Strategic Plan and the plan should
be of a more long term view, incorporating anticipated or known changes to business requirements,
technology evolution, and opportunities forimprovements and efficiencies within the business. "

The IT StrategicPlanfiledinthe Application describes ICBC’s enterprise-wide IT plan overa 5-year period. It
defines|Tpriorities and expectations overthis timeframe and guides the allocation of ITresources. The IT
strategyisdriven by ICBC’s overall business strategy and priorities, and considers the current state assessment
of itsinformation systems and an analysis of IT trends in the North American property and casualty insurance
industry and satisfies the Commission’s requirements.

The key driver of ICBC’s IT Strategic Plan, and capital expenditures, overthe nextthree years are directly related
to the Transformation Project (TP) whichisrequired to renew the agingtechnology infrastructure that supports
the provision of ICBC’s services and is expected to ensure the future reliability and adaptability of the system.

A Government Directive of April 19, 2010 by Orderin Council 222/10, April 29, 2010 (Government Directive
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regarding the TP) states that the Government recognizes the importance of ICBC re-investing sufficient capital in
its business through the TP to permit ICBCto enhance the quality of service to universal compulsory automobile
insurance and optional automobile insurance ratepayers. The Government Directive authorized the TP
estimated costs of $400 million to be funded through Optional Insurance rates, thereby limiting the potential
impact of ICBC's TP investment on universal compulsory automobile insurance (BasicInsurance) rates.

The Government Directive states that Optional Insurance funded costs are to be limited to project operational
costs and depreciation expense forthe TP project up to the annual total Treasury Board approved budget
amountfor any given year up to a maximum cumulative total of $400 million overthe life of the project. The
Directive furtherspecifies that Optionalinsurance funded costs will notinclude post-implementation costs,
ongoingoperating costs associated with the system, future upgrades, orany costs in a given calendaryear that
exceedsthe budgetapproved by the Treasury Board or the $400 million cumulative limit.

Giventhatthe TP is expected to be funded by Optional Insurance and will not be recovered in Basiclnsurance
rates regulated by the Commission, ICBCdoes notintend to reportto the Commission on IT capital expenditures
associated withthe TP. As aresultICBCdid not file a project-specificIT Capital Report relating to the capital
investmentassociated with the TP; however, forinformation purposes it did provided capital expenditure data
at a highlevel inthe IT Capital Plan.

Althoughthe TPis intendedto be funded by Optional Insurance, the Commission recognizes that there are
potential risks for BasicInsurance ratepayers. Inparticular, if the TP delivers sub-optimal business solutions or
the technology fails, both the Basic Insurance and Optional Insurance lines of business will bear the costs of any
consequences. Basiclnsurance ratepayers could also be atriskif costs ina given calendaryearexceed the
budget approved by the Treasury Board or the $400 million cumulative limit.

The Commission expects that the comprehensive TP governance structure putin place by ICBC, includingan
external risk oversight component, should be adequate fora project of this magnitude. ICBC should provide the
Commission with sufficient detailed information inits annual update tothe IT Strategic Plan to allow the
Commission to assess whetherthe TP is advancingaccordingto plan and is likely to be fully funded by Optional
Insurance. Anactual to forecast budget report, with explanations forany significant variances, and details
outlining ICBC’s progress towards meeting the six Priorities identified in the IT Strategic Plan would be useful.

Chapter9 B — Annual IT Capital Expenditure Plan

As required by the Commission®, the IT Strategic Capital Expenditure Plan filed in the Application is a 5-year plan
dividedinto two main categories: capital renewal projects and business change projects. The 5-year plan
includestwo years of actual expenditures (2008 & 2009), a rolling 3-yearforecast (2010-2012) and a schedule of
individual IT capital projects exceeding the $1 million reporting threshold.

The Commission has reviewed and issued comment letters on the majority of the projects listed in Figure 9B.3
of the Application “Renewal Project with IT Capital Expenditure over $1 million” as all IT projects exceeding the
S1 million IT capital expenditure reporting threshold require ICBC to file individual IT Capital Reports with the
Commission afterinternal approval forthe project has been obtained. For all remaining projects over $1 million
the Commission expects that ICBCwill continuetofile individual IT Capital Reports at the appropriate time.
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By thisletter, the Commission acknowledges receipt of ICBC’s IT Capital Plan and Annual IT Capital Expenditure
Plan. The Commission has reviewed the filings and has no furthercomments.

Recognizing the confidential nature of the IT Strategic Plan and the annual filing requirement of the IT Capital
Expenditure Plan, the Commission suggests that the submissions be filed separately from future revenue
requirements applications ata consistentannual date most convenientto ICBC. Once the annualfilingdateis
determined the Commission should be advised.

Yours truly,
Erica M. Hamilton
CM/dg

cc: 2010 Streamlined RRInterveners
(ICBC-RR-RI)
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