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NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

IN THE MATTER OF AN APPLICATION by THE INSURANCE COMPANY OF PRINCE 
EDWARD ISLAND for approval to modify its rates and risk-classification system for 
private passenger vehicles

BEFORE: Roberta J. Clarke, Q.C., Member

APPLICANT: THE INSURANCE COMPANY OF PRINCE EDWARD
ISLAND

FINAL SUBMISSIONS: October 2, 2018

DECISION DATE: October 10, 2018

DECISION: Application is approved.
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I INTRODUCTION

[1] The Insurance Company of Prince Edward Island (ICPEI or Company) filed 

supporting documents and materials (Application) with the Nova Scotia Utility and Review 

Board (Board) for approval to modify its rates and risk-classification system for private 

passenger vehicles (PPV). The Application, dated July 16, 2018, was filed electronically 

on July 17, 2018.

[2] Information Requests (IRs) were sent to the Company on July 19, 2018, 

and responses were received on September 14, 2018. Additional IRs were issued on 

September 25, 2018, to which the Company responded on September 28, 2018.

[3] As a result of a review by Board staff, a staff report dated October 1, 2018 

(Staff Report) was prepared. The Staff Report was provided to the Company for review 

later that day. The Company responded on October 2, 2018, indicating that it had 

reviewed the Staff Report and had no comments, except an inquiry as to whether it 

needed to re-file its Application in view of the recommendations in the Staff Report. Board 

staff advised ICPEI that this was unnecessary.

[4] The Board did not deem it necessary to hold an oral hearing on the 

Application.

II ISSUE

[5] The issue in this Application is whether the proposed rates and changes to 

the risk-classification system are just and reasonable and in compliance with the 

Insurance Act (Act) and its Regulations.
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III ANALYSIS

[6] The Company sought approval to change its rates and its risk-classification 

system for PPV. The Application was made in accordance with the Board’s Rate Filing 

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

Requirements). The Company’s mandatory filing date was May 1, 2018, but was 

extended by the Board, at the request of the Company, to July 16, 2018.

[7] The proposed effective date of December 1, 2018, was subsequently 

revised by the Company to January 1, 2019, for both new business and renewals.

Rate Level Changes

[8] The Company proposed to change its rates and risk-classification system. 

The proposed change represents an overall rate level increase of 13.4%.

[9] The proposed change was based on indications which suggested an 

increase of about twice what was proposed. For some coverages, the proposal was for 

no changes despite indicated increases, and for other coverages, while the direction of 

the proposed change was the same as the indication, it was less than the indication, and 

considerably so in the case of Accident Benefits coverage.

[10] In considering the Company’s Application, Board staff reviewed all aspects 

of the ratemaking procedure, including the following:

• Loss trends and the effects of reform;
• Loss development;
• Premium (rate group drift) trends;
• Unallocated loss adjustment expense provisions;
• Credibility standards and complement of credibility;
• Expense provisions, including Unallocated Loss Adjustment Expenses;
• Experience period and weights;
• Premium to surplus leverage ratio; and
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• Target and proposed return on equity (ROE).

[11] Board staff reported that the only issue where the Board might choose to 

consider other assumptions than those used by ICPEI is premium trend. All other issues 

were addressed appropriately in the responses to IRs.

Premium Trend

[12] ICPEI stated that because its volume of business for physical damages 

coverages is low, it used industry data for premium trend or drift. It used the 2017 

premium trends associated with the Board’s approval of the 2017 Canadian Loss 

Experience Automobile Rating (CLEAR) table. However, since that table was approved, 

the Board has approved the 2018 CLEAR table with updated premium trend assumptions.

[13] The Board requested ICPEI to provide revised indications using these 

assumptions, which resulted in a small decrease in the indicated rate increase. The 

largest difference, although less than 6%, was for Comprehensive and Specified Perils 

coverages. Board staff recommended that the revised indications be used to assess the 

reasonableness of the proposed rate changes. The Board accepts this recommendation.

Comparison of Proposed Rates to Recommended Indications

[14] The overall proposed increase remains significantly lower than the 

indications. The result is that the ROE will be negative, and thus, below the Company’s 

target and the Board’s view of the reasonable range for ROE. The Company explained 

in responses to IRs why it had chosen to take no increases for the classes of Third Party 

Liability coverages, despite indications of more than 10%, and less than half of the
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indicated increases for Accident Benefits and Uninsured Automobile coverages. It stated 

that it is targeting “coverages with the largest indications and undergoing consistently 

poor experience”, and noted where results have been improving over time, such as 

Accident Benefits coverage, it sought lower increases.

[15] Board staff have recommended, in the circumstances of this Application, 

that the proposed rates, including the smaller than indicated increases for mandatory 

coverages, should be approved. The Board accepts this recommendation and approves 

the rates.

Territorial Differentials

[16] The Company undertook an analysis of its territorial differentials. It chose 

to make changes to move the differentials towards the indicated levels but capped the 

changes at +/- 10%. It off-balanced the impact of the changes through base rates to 

make them revenue neutral.

[17] Board staff recommended that the proposed changes and related off- 

balancing be approved, and the Board accepts the recommendation.

Automobile Insurance Manual

[18] Board staff have reviewed the Automobile Insurance Manual on file and 

found no instances where the Company is in violation of the Regulations.
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IV FINDINGS

[19] The Board finds that the Application complies with the Act and Regulations, 

as well as the Rate Filing Requirements.

[20] The financial information submitted by the Company satisfies the Board, 

pursuant to Section 1551(1 )(c) of the Act, that the proposed changes are unlikely to impair 

the solvency of the Company.

[21] The Board finds the proposed rates are just and reasonable.

[22] The Application included full actuarial indications and the required territorial 

analysis; therefore, it qualifies to set the new mandatory filing date for PPV for the 

Company to July 1,2020.

[23] The Board approves the revised effective date of January 1, 2019, for new 

and renewal business.

[24] The Company is required to file an electronic version of its updated 

Automobile Insurance Manual within 30 days of the issuance of the Order in this matter.

[25] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 10th day of October, 2018.

Roberta J. Clark^J •
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