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I INTRODUCTION

[1] Facility Association (Facility) applied to the Nova Scotia Utility and Review 

Board for approval to modify its rates and risk-classification system for taxis and for 

private passenger vehicles. The applications followed the Board’s Rate Filing 

Requirements for Automobile Insurance - Section 155G Prior Approval (Rate Filing 

Requirements). Facility’s mandatory filing date for private passenger vehicles was May 

1,2020, and May 1,2021 for taxis.

[2] Facility proposed increases in the rates for private passenger vehicles and 

taxis that were approved by the Board in a decision earlier this year [2019 NSUARB 15]. 

Facility’s private passenger vehicle application which proposes an overall rate change of 

17.7%, follows a March 4,2019, Order of the Board which approved an increase of 18.1%. 

Facility’s taxi application, which is for an overall increase of 22.4% follows a March 4, 

2019, Order of the Board which saw rates increase by 9.3%. The proposed effective 

dates for new business and for renewal business for both private passenger vehicles and 

taxis is 100 days after the issuance of an Order approving the rates, rounded to the first 

day of the following month.

[3] Since the filing of the applications, Facility received and responded to 

Information Requests (IRs) from Board staff, as well as from Board Counsel’s Consultant, 

Oliver, Wyman Limited (Oliver Wyman). Facility also issued IRs to, and received 

responses from, Oliver Wyman.

[4] The Board must consider whether the proposed rates and risk-classification 

systems are just and reasonable and in compliance with the Insurance Act and its 

Regulations. For the reasons explained in this Decision, the Board directs Facility to
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revise its proposed rates for private passenger vehicles and taxis in accordance with the 

findings made by the Board. The Board finds that, once modified, the proposed rates will 

be just and reasonable, and the Board will approve them.

II BACKGROUND

[5] Facility is not itself an insurer. It is, for Nova Scotia, an association of all 

providers of automobile insurance in the Province. It operates in the same way in other 

Canadian jurisdictions which also have compulsory automobile insurance requirements.

[6] In its rebuttal evidence, Facility recited its mission statement:

Facility Association’s mission is to administer automobile insurance residual market 
mechanisms, enhance market stability, and guarantee the availability of automobile 
insurance to those eligible to obtain it. We strive to keep the market share of the residual 
markets as small as possible so consumers may benefit from the competitive marketplace 
to the greatest extent possible.

[M09189, Exhibit F-13, p.3]

[7] Because Nova Scotia has been experiencing increasing auto insurance 

loss costs, Facility is requesting approval of a rate increase of 17.7% for private 

passenger vehicles, which averages to an annual increase of premium of $472 per 

vehicle, or about $40 per month. Facility is also requesting approval for a rate increase 

of 22.4% for taxis, which averages to an annual increase of premium of about $693 per 

vehicle or about $58 per month.

[8] Facility, in its rebuttal evidence, described its role:

FA’s role in the market place is to guarantee the availability of automobile insurance to 
those eligible to obtain it, with the Facility Association Residual Market (FARM) acting as 
the “market of last resort”. A healthy and competitive voluntary market keeps the FARM’S 
size relatively small. For 2018, the FARM’S share of the Nova Scotia private passenger 
market premium was 2.0%, and the results of that premium is shared with the voluntary 
market. ... It is important, in our view, that the FARM’S rates are set to generate an 
appropriate return to ensure a properly functioning market, and to provide an appropriate

Document: 272579



-4-

signal to drivers of the risk profile they present, which is largely a factor of their driving 
behaviours...

[M09189, Exhibit F-13, p. 1]

and:

For 2018, the FARM’S share of the Nova Scotia taxi market premium was 97%, and the 
results of that premium is shared with the voluntary market writing non-private passenger 
business. Importantly, rather than being a “market of last resort”, the FARM currently is 
(and has been for some time) the “market” for taxi insurance.

[M09190, Exhibit F-11, p. 1]

[9] For private passenger vehicles, Facility said that collision frequencies and

bodily injury claims frequencies are higher than the industry. For taxis, bodily injury claims 

are significantly higher than both industry private passenger vehicles and commercial 

vehicles.

Ill ANALYSIS

Previously Addressed Issues

[10] Facility applied for approval of rate increases for private passenger vehicles 

and taxis in both 2017 and 2018. For those applications, the Board held public hearings 

where it explored several common issues that arose. For many of those issues, the Board 

has previously found that it required changes to the Facility calculation of indicated rate 

level need.

[11] In the current applications, Facility returned to its own selections of method 

or assumption rather than continuing the use of the changes required by the Board. 

Facility made the decision to revert to these approaches without providing new or 

persuasive evidence. As a result, the Board concludes a reconsideration of its past 

decision is unwarranted.
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[12] For return on equity, the Board requires the use of 11 % instead of Facility’s 

selection of 12%.

[13] For complement of credibility, Facility produced indications with a 

complement of credibility that reflects rate inadequacy using Facility assumptions. The 

Board, however, requires Facility to use a complement of credibility that reflects rate 

inadequacy as measured against the Board-approved indications.

[14] The Board acknowledges that Facility based the proposed rate changes in 

these applications on indications that reflect both an 11 % return on equity and the use of 

Board-approved indications to determine rate inadequacy in the complement of credibility.

[15] Previously, the Board did not allow Facility’s use of a risk-free method to 

determine the return on investment. The Board found Facility should use a 2.5% return 

on investment in each of the previous applications. The Board requires Facility to use 

2.5% in place of the 1.63% the risk-free methodology produced for these applications.

[16] In the prior applications, the Board required Facility to replace its 

assumption of a 9% Servicing Carrier Operating Fee with an 8% value. This level 

reflected the rounded value of the actual costs for two of Facility’s Servicing Carriers. The 

Board excluded the result for a third Servicing Carrier because Facility could not explain 

why the costs for that carrier were much higher than for the other two. The Board stated 

it would reconsider this conclusion in a future application if Facility provided more 

evidence to support or explain the Servicing Carrier cost levels. Facility did not provide 

any new evidence in these applications but reverted to its 9% level. As a result, the Board 

finds the 9% level must be reduced to 8%, as per the previous decision.
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[17] Board staff requested Facility to prepare indications of its rate level needs, 

reflecting these changes to the assumptions. The changes result in a reduction for private 

passenger vehicles from Facility’s alternative indication of +17.7% to +12.7%. For taxis, 

the changes result in a reduction from the alternative indication of +22.4% to +17.1%.

Issues for this Decision

[18] Only two issues remain to be determined by the Board: the loss

development factors used to determine the selection of ultimate loss amounts; and, the 

loss trends. Oliver Wyman was engaged to review the applications and to prepare a 

report outlining any concerns observed. The Board narrowed the focus of the Oliver 

Wyman report to these two remaining issues.

Loss Development Factors

[19] One of the key components of premium for automobile insurance is the 

provision to cover claim costs and the associated loss adjustment expenses. The starting 

point for this provision is the reported costs, including case reserves for the accident- 

years used in the analysis. At any time, these claims are at various stages of their 

evolution (e.g., just reported, partially settled, fully settled).

[20] These reported claims must first be estimated to the final amount that they 

are expected to be (i.e., their ultimate value). To determine the ultimate value of these 

reported claims, Facility analyzed the progression of claims overtime and selected factors 

that develop the reported losses to the ultimate level.

[21] Facility relied upon the development factors produced by its Appointed 

Actuary. The factors were developed using several actuarially accepted approaches, as 

well as the exercise of actuarial judgment in the factor selection process. This actuarial
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judgment includes selecting between the results of different loss estimation methods. The 

Appointed Actuary may select different methods at different points in time.

[22] Oliver Wyman outlined some circumstances where, using the same 

actuarial approaches, with some alternate judgment, the factors would be different and, 

in this case, lower than those selected by Facility. Oliver Wyman noted that, during 

reviews of prior Facility applications, it observed situations where it appears the Facility 

Appointed Actuary selected the higher of the results of two of the methods, namely the 

Bornhuetter-Ferguson (B-F) Method and the Weighted Method. Had Facility instead 

simply used the B-F Method in these instances, the loss development factors, and 

ultimate value of the claims would be lower.

[23] In prior hearings, Facility stated that there was no systemic bias towards 

higher indications in the determination of development factors. As well, Facility stated the 

approach taken by the Appointed Actuary does involve a significant degree of rigour that 

would preclude such bias. Facility acknowledged that in the Oliver Wyman examples, the 

selections are factually the higher of two methods. Facility stated, however, that this is a 

result of thoughtful consideration of each of the situations rather than an explicit approach 

of selecting the highest result. Facility conceded that a different actuary may make 

different selections, but that does not make the Facility selections unreasonable.

[24] Oliver Wyman did not view the Facility selections as unreasonable, but 

rather pointed out that the exercise of other actuarial judgment could produce lower 

estimates of the ultimate value of the Facility claims. Oliver Wyman made similar 

observations in previous Facility hearings for these vehicles.
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[25] Although Oliver Wyman provided the impact of some different selections 

that could be made, it did not include a specific adjustment in its recommended 

indications. Instead, it presented the impact for the Board’s consideration. Oliver Wyman 

stated, under its assumptions and actuarial judgment, that the indications for private 

passenger vehicles would be 2.9% lower than the Facility indications. For taxis, the Oliver 

Wyman selections would lower indications by 2.1%.

[26] The Board understands the concerns raised by Oliver Wyman, as well as 

the potential to infer a bias for Facility to accept the higher of the results of the methods. 

The Appointed Actuary appearing to select factors that result in the higher development 

factors and ultimate claims values might lead to such an inference.

[27] The Board accepts that the estimation of the ultimate value of claims is a 

matter of actuarial judgment. Such estimates will vary depending upon which 

methodology is chosen or upon what actuarial judgment is used. Two actuaries may have 

different views and may provide different, but still reasonable, estimates of the ultimate 

losses.

[28] Oliver Wyman did not provide any new support which would justify the 

Board finding that Facility’s selections of ultimate losses were unreasonable. Therefore, 

the Board accepts, as it did in the previous hearings, that the loss development factors, 

as selected by Facility, are appropriate to use in the development of indicated rate level 

needs.

Loss Trends

[29] Having developed the reported claims amount to their ultimate level using 

the Facility development factors, the next step in the ratemaking exercise is to determine
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the expected claims that will arise in the period for which the new rates will be effective 

(i.e., the premium period). These claim amounts can be estimated by projecting the 

ultimate claims by applying loss cost trends. These trends recognize the recent tendency 

for claims to grow or shrink and are used to apply these tendencies to the ultimate data. 

Alternatively, a model can be developed that fits the actual experience and then can be 

used to forecast these expected claims.

[30] Facility and Oliver Wyman differed in the approaches taken to get the 

expected claims amounts. Oliver Wyman examined a variety of regression analyses of 

the data, over different time periods, with and without certain points included. Using 

actuarial judgment, Oliver Wyman made loss cost trend selections to be applied to the 

developed losses to estimate the needed claims amounts. In this analysis, Oliver Wyman 

focussed on making the loss cost trend selections.

[31] Facility, however, did not seek to determine loss cost trends. Facility

attempted to develop a model that will produce a reasonable fit to the actual developed 

data. That model was used to produce directly fitted claims amounts for the years in the 

premium period.

[32] Facility tested a variety of models to determine the one to use. Facility

added parameters to its models when the output (e.g., goodness of fit tests and plots of 

the model residuals) suggested a better fit would be achieved by, or the model would 

benefit from, the introduction of another parameter to help explain the actual 

observations. Facility sought to select the best fitting model to estimate the loss claims 

amounts for the premium period. Loss cost trend selections are not the direct end goal 

of its analysis.
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[33] Facility provided loss cost trend estimates based on its model coefficients 

so it can meet the Board’s reporting requirements. Oliver Wyman examined the Facility 

models and compared its own loss cost trend selections with the trend estimates. After 

examining the parameters used in the models to produce them, Oliver Wyman opined on 

the appropriateness of those estimates and the Facility model that produced them.

[34] Oliver Wyman had no issues with the general approach to modelling that 

Facility used. For some coverages, Oliver Wyman suggested that there were models 

superior to those selected by Facility. Based on these observations, Oliver Wyman 

proposed alternative models or estimates that it found to be more reasonable than the 

Facility model selections. Oliver Wyman recommended that the Board should choose 

these models over those of Facility.

Private Passenger Vehicles

[35] Except for Bodily Injury, Oliver Wyman did not raise any concerns about the 

loss trends models used by Facility for private passenger vehicles. Oliver Wyman 

accepted the Facility loss cost trend estimates from these models. The differences 

between the Oliver Wyman selections and the Facility estimates were small enough that 

Oliver Wyman could accept the Facility model results. The fact that no issues were raised 

does not necessarily mean Oliver Wyman specifically endorsed the models Facility 

selected, or the approaches used by Facility for these coverages.

[36] Oliver Wyman identified what it considered to be several shortcomings of 

the models Facility selected for Bodily Injury. Oliver Wyman expressed concern that the 

two most recent data points used in the model exhibited a frequency that was generally 

lower than the previous points. The opposite was true with severity. These new, or
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immature, data points exert a significant influence on the model, and the loss cost trend 

estimates. Oliver Wyman noted specifically that the severity trend may be overstated. 

Facility responded, however, that Oliver Wyman seemed to ignore the potential for an 

understated frequency caused by these same two points.

[37] Oliver Wyman noted that the Facility model included a level change 

parameter, or the point where the trend seemed to change, at the 2009-1 point (i.e., after 

the first half of 2009). This point is before the minor injury cap reform in 2010. Oliver 

Wyman suggested the introduction of the reform would likely impact the trend rates. 

Oliver Wyman considered that a level change parameter added just after this reform is 

more intuitive. Oliver Wyman further observed the abnormally high 2009-2 data point 

may be a result of normal data variability rather than a signal that the trend has changed.

[38] Oliver Wyman finally advised that the loss costs display less variability than 

either the frequency or the severity. Oliver Wyman believed modeling these loss costs 

directly may produce a better fitting model.

[39] In an IR, Oliver Wyman requested Facility to develop a loss cost model with 

level change parameters aligned with both the 2003 and 2010 minor injury cap reforms. 

This model moved the level change parameter from the Facility selected 2009-1 point to 

the post reform 2010-1 point. This model produced a loss cost trend estimate of +6.5%, 

which is lower than Facility model estimate of +7.9%. Oliver Wyman recommended the 

Board adopt this model.

[40] Facility noted, in its rebuttal evidence, that a loss cost model with a level 

change parameter at its selected 2009-1 point would produce an estimated trend of 7.5%. 

The standard error range around the estimates for both the original Facility models and
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this loss cost model, which both use the 2009-1 level change parameter, suggests these 

estimates are not statistically different. Facility asserted this result supports its selected 

model, and the resulting +7.9% estimated trend.

[41] Facility did not say why the level change parameter should be at the 2009-1 

point beyond observing that the statistics indicate it is a better fitting model. Facility 

tended to let the data determine where the parameters should be, rather than imposing 

its own view of, or altering its model to reflect, timing around changes such as the minor 

injury cap reforms. Facility did not attempt to align the timing of the level change 

parameter with the known event, namely the 2010 minor injury cap reform. Facility 

believed its selected model with the 2009-1 point simply fits the actual data better.

[42] Lacking an underlying rationale for why the trend change should occur 

around the selected 2009-1 point, one could view the selection of this point for a 

parameter change as arbitrary. One might expect the 2010 minor injury cap reform to 

have had an impact on the loss cost trends. A model with the trend change aligned with 

the minor injury cap reforms in 2010 might be more intuitive, and perhaps, easier to accept 

and explain.

[43] The Oliver Wyman loss cost model, produced by Facility, is such a model. 

The information provided in the response to the Oliver Wyman IR to produce the model, 

shows the proposed model is reasonable. Facility did not object to the reasonableness 

of the model. Facility merely believed its model was better. This Oliver Wyman model 

produces a different trend estimate, +6.5%, that is lower than either of the models put 

forward by Facility that include the level change parameter at the 2009-1 point.
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[44] In its decision for the previous hearing, the Board did not accept the Facility 

models with the 2009-1 point for the new trend. The Board, instead, adopted the Oliver 

Wyman trends. The Oliver Wyman approach at that time essentially recognized the trend 

change after the minor injury cap reforms.

[45] The Board is not persuaded by the evidence presented in this application 

to depart from its previous decision. The Board favours a model with the trend change 

occurring after the 2010 minor injury cap reform. The Board, therefore, requires Facility 

to use the loss cost model with the level change parameters aligned with the minor injury 

cap reforms (i.e., the model developed for Oliver Wyman that produced a loss cost trend 

estimate of +6.5%).

Taxis

[46] The volume of taxis insured in Nova Scotia is small. The available claims 

data, therefore, is too limited or too narrow in scope to produce trend selections directly. 

Facility requires a proxy to the taxi data to develop its models.

[47] Facility noted that taxi experience is correlated with commercial vehicles. It 

chose to use commercial vehicles as its proxy for taxis, despite the commercial data not 

including the taxi experience. Facility indicated that the absence of taxi experience from 

the data would not reduce its usefulness as a proxy. Taxis are driven on the same roads, 

are exposed to the same weather patterns, and are governed by the same benefits and 

coverages. Taxis experience the same environmental factors that give rise to the 

frequency and severity trends for commercial vehicles.

[48] Oliver Wyman observed that Facility used commercial vehicle trends as a 

proxy in previous applications before the Board. Oliver Wyman, for that reason, believed
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the use of the commercial vehicles trends as a proxy for taxi trends is reasonable. The 

Board agrees.

[49] Facility developed models for commercial vehicles for frequency, severity, 

and loss costs. These models provide the expected claim amounts, as required. Facility 

noted that while it provided information for its selected models, it reviewed many other 

models during this process. The results of these other models were excluded from the 

application for the sake of brevity. Facility provided, as required, loss cost trend estimates 

from its selected models.

[50] For Collison, Comprehensive, Specified Perils, All Perils, Uninsured 

Automobile and SEF#44, Oliver Wyman accepted the loss cost trend estimates that arose 

from the Facility models. These estimates were close to those Oliver Wyman developed 

when it examined the same data. The Board accepts the Facility trend estimates or 

models for these coverages.

[51] Oliver Wyman, while not objecting to the general approach to modeling 

used by Facility, did view several of the Facility model selections as unreasonable and 

proposed alternative loss cost trends models for Bodily Injury, Property Damage-Tort & 

Direct Compensation Property Damage (DCPD), and Accident Benefits. Oliver Wyman 

discussed these coverages in more detail in its evidence.

Bodily Injury

[52] Facility models produced an estimate of +5.6% for loss cost trend. This 

level results from a claim frequency trend estimate of 0.3% and a claims severity trend 

estimate of +5.3%. Oliver Wyman recommended a +3.3% loss cost trend instead. This 

estimate arises from a frequency trend of -2.1% and a severity trend of +5.3%.
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[53] Oliver Wyman viewed the Facility estimate of +5.3% for claims severity as 

reasonably consistent with its own selection, and did not suggest the Board needs to 

consider a change in this component. The main source of disagreement focuses on the 

frequency trend estimate.

[54] Oliver Wyman identified what it considered two shortcomings with the 

Facility frequency model. First, Facility did not say why it believes there was a change in 

frequency trend beginning at 2009-1. Second, despite the Board rejecting the frequency 

change at the 2009-1 point in the last hearing, having found the inclusion of that 

parameter somewhat arbitrary, Facility selected a model with that rejected parameter. 

The Board, in that hearing, instead ordered the use of a -2% frequency trend.

[55] Oliver Wyman suggested a model that considers a longer trend period 

without a level change parameter at the 2009-1 point would be more appropriate. This 

model would be consistent with the Board’s position in the previous hearing. The model 

would produce a trend estimate of-2.1%, close to the -2% in the Board Decision.

[56] Facility observed that the Oliver Wyman suggested model produces a 

pattern of residuals that suggests the model is not optimal. Facility said the inclusion of 

a parameter would improve the model. The only question was where that parameter 

should go. Facility chose the 2009-1 point based on its analysis.

[57] Facility further explained the Bodily Injury trends for private passenger 

vehicles and for commercial vehicles should be correlated. Facility, in its rebuttal, 

provided a loss cost-based model for commercial vehicles with level change parameters 

aligned with the reform points. This model allows for a direct comparison to the loss cost 

model that Oliver Wyman suggested, and the Board has accepted, for use for private
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passenger vehicles. This commercial model produces a loss cost trend estimate of 

+6.6%, which compares favourably to the private passenger vehicle loss cost model 

estimate of +6.5%. Facility offered this result as support for a trend that is even higher 

than the +5.6% estimate from its selected models.

[58] The Board notes that this loss cost model for commercial vehicles has a 

very wide standard error range (i.e., +3.2% to +10%). Both the Facility estimate of+5.6% 

and the Oliver Wyman suggested +3.3% fall within this range. Both estimates could be 

viewed as being not statistically different from the other.

[59] The Board considers the Facility arguments in this hearing are similar to 

those made in the past on this issue. In the previous two hearings, the Board expressed 

concerns about the introduction of a parameter at 2009-1 in the post 2003-2 segment. 

Even with the evidence provided in the application and the rebuttal evidence, the Board 

still has these concerns.

[60] The Board previously took the position that the loss cost trend model for 

frequency should not include the 2009-1 parameter. The Board elected to use the Oliver 

Wyman suggested trend, as a result.

[61] The Board does not find the Facility evidence in this hearing to be 

persuasive enough to warrant a change of this position on the frequency model. The 

Board accepts the Oliver Wyman frequency model and requires Facility to use that model 

for Bodily Injury. This position results in a loss trend estimate of 3.3%.
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Property Damage: Property Damage-Tort and DCPD

[62] In April 2013, the Province introduced DCPD. As a result, the Property 

Damage component of Third Party Liability was split into Property Damage-Tort and 

DCPD. The separation created the need for trend estimate for each coverage.

[63] Facility opted to review these coverages separately. Oliver Wyman, 

however, concerned about insufficient data for DCPD alone, chose to review these 

coverages on a combined basis. For data after the implementation of DCPD, Oliver 

Wyman added the Property Damage-Tort claims with those for DCPD, and developed 

trends for the combined coverages using both pre- and post-DCPD introduction data. 

Oliver Wyman argued the combining of the post-April 1, 2013, data put it on the same 

basis as the pre-April 1, 2013, data allowing for a better comparison.

[64] Facility models suggested a frequency trend estimate of +0.3% and a 

severity trend estimate of 0.0%. These estimates combined to produce a +0.3% loss cost 

trend estimate. The Oliver Wyman approach resulted in a loss cost trend estimate for 

both Property Damage-Tort and DCPD of 0%. The standard error range around the 

Facility estimate would include the Oliver Wyman selection of 0.0%. This observation 

would make the two estimates statistically the same. Given this result, and the relative 

closeness of the two estimates, the Board accepts the Facility model for Property 

Damage-Tort, and its resultant loss cost estimate of+0.3%.

[65] Both Oliver Wyman and Facility agreed that there is insufficient data since 

its introduction to develop DCPD trends on its own. Facility relied upon another coverage 

to address this lack of data. Rather than using the combined Property Damage-Tort and
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DCPD to produce the trend estimates, as Oliver Wyman did, Facility chose to compare 

DCPD to Collision.

[66] Facility noted that DCPD and Collision both respond to damage to the 

policyholder’s vehicle. Collision responds when the policyholder is at fault. DCPD 

responds when the other driver is at-fault. Property Damage, before the introduction of 

DCPD, however, responded to damage to the other vehicle when the policyholder was 

at-fault. Facility said this difference makes a Collision and DCPD relationship more 

appropriate.

[67] Facility imposed the Collison model for DCPD. This imposition produced 

trend estimates for frequency of 0.0% and for severity of +5.3%.

[68] Facility cautioned, as it did in the previous hearing, that the apparent change 

in frequency for the combined Property Damage-Tort and DCPD that occurred after April 

1, 2013, should give the Board pause to consider whether there was a structural change 

at that time. This change would not impact Facility as it modelled the two coverages 

separately but could impact the Oliver Wyman analysis of the combined result.

[69] Facility noted that its approach to the DCPD model used for commercial 

vehicles was the same as that used for private passenger vehicles. Facility observed that 

Oliver Wyman did not object to that approach for private passenger vehicles. The Board 

views that Oliver Wyman’s acceptance of the trend estimates from the model was based 

more on the relative similarity of the Facility trend estimate to Oliver Wyman’s own 

estimate than an endorsement of the use of the imposition of Collision on DCPD.

[70] Oliver Wyman noted that the Facility DCPD model was highly influenced by 

the upward spike for the first half of 2018 (or 2018-1). With limited data for DCPD, that

Document: 272579



- 19-

point increases the trend dramatically. Oliver Wyman estimated the exclusion of that 

point would drop the DCPD model estimated trend by two percentage points. The Board 

notes, however, that Facility did not use its DCPD only model, but rather imposed its 

Collision model to develop the estimate.

[71 ] Oliver Wyman pointed to the previous hearing where the Board favoured its

combined Property Damage-Tort and DCPD model over the Facility imposition of 

Collision models. Oliver Wyman suggested the Board should continue to take this 

position and use the 0% trend for DCPD.

[72] The Board acknowledges that it favored the combined model in the previous 

hearing. The Board also notes that Oliver Wyman, in its recommended trend report for 

the Board that was available at that time, suggested a -1.5% trend should be used. The 

Board, however, opted to use 0% to allow for the potential structural changes suggested 

by Facility. In its most recent report to the Board, Oliver Wyman selected 0%.

[73] The Board agrees that there is limited data to discern a DCPD trend directly 

using data after April 1,2013 on its own. The Board observes, however, that the severity 

data appears to show growth for that short period, suggesting a 0% trend may not be 

appropriate.

[74] The Board accepts the Oliver Wyman assertion that 2018-1 data point could 

unduly bias the estimate of that growth upwards, given the small data sample. The Board 

observes that, while the 0% Oliver Wyman estimate may be too low, the Facility estimate 

of 5.3% may be too high. The Board recognizes that the Facility trend estimate comes 

from its Collision model and is not a direct result of any DCPD only model.
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[75] The Board finds that rather than allowing the use of the Facility selected 

model for Collision, the Board requires the use of a +2.65% trend estimate for DCPD that 

represents an equal weighting of the Oliver Wyman suggested 0% trend and the Facility 

Collision model estimate. This weighted approach allows for the recognition of some 

growth until more data emerges under DCPD to develop a separate trend.

Accident Benefits

[76] Facility selected separate frequency and severity models for Accident 

Benefits. For severity, the models essentially were unable to discern a trend. Facility 

selected a 0.0% estimate. Oliver Wyman accepted this result. The Facility frequency 

model produced a trend estimate of +6.0%. This estimate, combined with 0.0% severity 

estimate, results in a loss cost trend estimate of +6.0%. Oliver Wyman, however, 

suggested the Board should instead use 0% for frequency, severity, and therefore, loss 

cost trends.

[77] The Facility frequency model examined twenty years of data. Facility 

separated this 20-year period into three segments. Separate trend parameters reflect the 

time segments 1998-2 to 2003-1, 2003-2 to 2010-1, and 2010-2 forward. The Facility 

model suggests an estimated -5.0% trend for the 2003-2 to 2010-1 period reverses at the 

2010-1 point and becomes +6.0%.

[78] Oliver Wyman objected to the segmentation used by Facility. Oliver Wyman 

observed the Accident Benefit reforms in April 2012 and the 2010 minor injury cap reform, 

which may have some collateral impact on Accident Benefit experience, were very close 

in time, which makes it difficult to distinguish between the year-to-year changes in the 

number of claims, and the impact, if any, of both reforms.
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[79] Oliver Wyman expressed concern about the change from a negative 

frequency trend to a positive trend produced by the Facility model, Oliver Wyman 

suggested the unexplained dip in frequency during 2009 and 2010 may be due to the 

random nature of small volume of claims and may not signal a change in trend as Facility 

asserted with its chosen segmentation.

[80] Oliver Wyman also believed the volatility associated with this coverage 

would be better addressed by examining loss costs directly rather than using separate 

frequency and severity models. Oliver Wyman relied on loss costs given the volume and 

large volatility of claims for this coverage. Being unable, on this basis, to discern a distinct 

trend, Oliver Wyman selected a 0% loss cost trend.

[81] Facility again noted that the trends for private passenger vehicles and 

commercial vehicles should be related. Facility provided graphs in its rebuttal evidence 

that it suggested support this claim.

[82] The Board considers the arguments in this application are mainly similar to 

those in the previous hearing. The Board accepted the Oliver Wyman arguments in 

support of a 0.0% trend in that hearing. The Board is not persuaded by the evidence, 

data, graphs and arguments, to depart from its previous position. The Board, therefore, 

accepts the Oliver Wyman trend selection and requires Facility to use a 0% trend for 

Accident Benefits, instead of the Facility model that produced the +6.0% trend estimate.

IV FINDINGS

[83] The Board finds that the Applications comply with the Act and Regulations, 

as well as the Rate Filing Requirements.
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[84] The Board directs Facility to revise its rates for both private passenger

vehicle and taxis (unless otherwise specified) in accordance with the following to produce 

rates which the Board considers will be just and reasonable:

• The use of a 2.5% return on investment;

• The use of an 11 % target return on equity;

• The use of a provision of 8% for the Servicing Carrier Operating Expense 
instead of the 9% used by Facility;

• The use of Facility’s loss development factors;

• The use of Facility's estimates for loss cost trends for all coverages for 
private passenger vehicles, except for Bodily Injury;

• The use of a +6.5% loss cost trend for Bodily Injury, instead of the Facility 
estimate of +7.9%, for private passenger vehicles;

• The use of Facility's estimates for loss cost trends for all coverages, except 
Bodily Injury, DCPD, and Accident Benefits, for taxis;

• The use of a +3.3% loss cost trend for Bodily Injury, instead of the Facility 
estimate of +5.6%, for taxis;

• The use of a +2.65% loss cost trend for DCPD, representing an equal 
weighting of the Oliver Wyman recommendation of 0% and the Facility 
estimate of +5.3%, instead of the Facility estimate by itself, for taxis;

• The use of a 0% loss cost trend for Accident Benefits, instead of the Facility 
estimate of +6.0% for taxis;

• The use of the Board ordered indications in the complement of credibility, 
as Facility used in its alternate indications; and

• The revision of the taxi factors, which Facility applies to its private 
passenger vehicle physical damage rates to get rates for taxis, to reflect the 
approved changes for the private passenger vehicle rates in this Decision.

[85] The Board requires Facility to file revised rates, reflecting these directions,

within ten business days of the date of this Decision. While the Board cannot determine
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the actual impact of these changes, it anticipates the revised rates will still represent 

increases over current rates, but the increases will be lower than the Facility proposals.

[86] Facility is not an insurance company but rather is backstopped by its 

member insurance companies who do business in Nova Scotia. Accordingly, Facility did 

not provide any financial information. However, recent examination of the mandatory 

filings of these member companies confirm that it is unlikely that the changes proposed 

by Facility, or the changes that result from the Board’s findings, will jeopardize the 

solvency or well-being of the Facility member companies.

[87] The Applications included full actuarial indications, and therefore, qualify to 

reset the mandatory filing date. The Board sets the new mandatory filing dates to May 1, 

2021, for private passenger vehicles, and May 1,2022, for taxis.

[88] The Board approves the effective date of 100 days after the Board’s 

issuance of the Order in this matter, rounded to the first day of the following month, for 

new business and renewal business. The Board will issue an Order once it reviews and 

approves the revised rates filed in accordance with the directions in Paragraph [84],

DATED at Halifax, Nova Scotia, this 25th day of November, 2019.

J. Almon

_________
Stepriei\T. McGratlV
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