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OVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

- and -

IN THE MATTER OF APPLICATIONS by IAO ACTUARIAL CONSULTING SERVICES 
INC. for approval to modify its rates and risk-classification systems for interurban trucks 
and commercial vehicles respectively

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

APPLICANT: IAO ACTUARIAL CONSULTING SERVICES INC.

FINAL SUBMISSIONS: April 3, 2018

DECISION DATE: April 16, 2018

DECISION: Applications are approved.
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I INTRODUCTION

[1] IAO Actuarial Consulting Services Inc. (IAO or Company) filed supporting 

documents and materials (Applications) with the Nova Scotia Utility and Review Board 

(Board) for approval to modify its rates and risk-classification systems for interurban 

trucks (IUT) and commercial vehicles (CV). The Applications, dated January 31, 2018, 

were filed electronically on February 1, 2018, and the original documents were received 

on February 15, 2018.

[2] Information Requests (IRs) were sent to the Company on March 14, 2018, 

and responses were received on March 19, 2018.

[3] As a result of a review by Board staff, staff reports dated March 27, 2018 

(Staff Reports), were prepared. The Staff Reports were provided to the Company for 

review on March 27, 2018. The Company’s response was received by the Board on April 

3, 2018. The Company indicated that it had reviewed the Staff Reports and provided 

revised applications adopting recommendations made by Board staff in the Staff Reports 

which are discussed below.

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

Applications.

II ISSUE

[5] The issue in these Applications is whether the proposed rates and changes 

to the risk-classification systems 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 

systems for IUT and CV. The Applications were 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 February 1,2018.

[7] IAO provides a series of recommended rates and differentials to its 

subscribers. In June, 2011, the Board advised IAO it would review the Company’s 

application for its recommended rates, and then issue a formal decision and order in the 

same manner as for insurance companies. Subsequently, any company wishing to use 

IAO rates would be required to apply to the Board and satisfy it that the rates were 

appropriate for use by the Company, without the necessity of filing an actuarial basis for 

the rates. The Board requires IAO to file annually by February 1 for approval of its 

recommended rates for IUT and CV.

[8] The proposed date for the recommended rates for both IUT and CV for 

lAO’s subscribers to be effective is July 1,2018.

Rate Level Changes

[9] The Company proposed to change its base rates and change some 

differentials for IUT and CV.

[10] For IUT, the proposed change represents an overall rate level increase of 

7.72% which is less than the indicated overall rate increase by less than 1%. The 

changes by coverage are the same as the indications, with the exception of SEF#44 

(Family Protection Endorsement) and for All Perils coverage. For SEF#44, where a large
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decrease is indicated, IAO opted for a very small increase; for All Perils coverage, the 

proposed change reflects the changes proposed for Collision and Comprehensive 

coverages.

[11] For CV, the Company proposed to change its current base rates that are 

not uniform by territory, as well as some of its differentials. The proposed rate change 

represents an overall rate increase of 13.94% which is almost identical to the indications. 

As with the changes for IUT, the changes follow the indications, except for SEF#44 and 

All Perils coverages. For All Perils coverages, the proposed change also reflects the 

changes for Collision and Comprehensive coverages; for SEF#44, an increase is 

proposed, compared to an indication for a modest decrease.

[12] In considering the Company’s Applications, Board staff reviewed all aspects 

of the ratemaking procedure, including the following:

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

[13] Board staff advised that the only issues arising from its review which were 

not satisfactorily resolved through the IR process in both Applications were loss trends 

and the Health Services Levy.

Loss Trends

[14] For development of loss trends for IUT, the Company chose to use CV

trends, since there was insufficient evidence to develop separate trends. A comparison
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of the loss trends used by IAO and those used by Oliver Wyman (OW), the Board’s 

consulting actuaries, shows that for Accident Benefits only, IAO loss trend selections 

differ by more than 1 % from the OW selections. The differences in loss trends result from 

the way trends are selected (i.e., whether frequency and severity are examined 

separately) and the period for which data is examined.

[15] While the IAO selections do not vary greatly from OW selections, at the 

request of Board staff, IAO provided indications using the OW trends. The results showed 

fairly small differences for most coverages, with the overall difference being less than 1% 

in the case of IUT and less than 1.5% for CV. IAO proposed rates overall were higher.

[16] Board staff recommended that the Board use the IAO selections for the 

indications to be used to assess whether the proposed changes will result in just and 

reasonable rates for IUT and CV. The Board accepts this recommendation.

Health Services Levy

[17] In its fixed expense provisions used to develop its indications, IAO used the 

Health Services Levy of $23.88 which was published by the Insurance Bureau of Canada. 

However, as a result of an independent review in 2017, the Superintendent of Insurance 

increased the Health Service Levy to $33.09, the first large increase in several years.

[18] Board staff recommended that the revised amount be used for the rates 

which IAO would recommend to its subscribers. IAO provided proposed rates using the 

increased amount, which showed a small increase for IUT rates, and just over +2% 

difference for CV.
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Staff Indications

[19] The Staff indications which the Board uses as a target against which it 

assesses the IAO proposed rate changes are those using all the IAO assumptions, except 

for the use of the $33.09 Health Services Levy.

[20] For both IUT and CV, the changes proposed by IAO equal the indications, 

except for SEF#44 and All Perils coverages. Board staff observed that for SEF#44, where 

decreases are indicated, the increases proposed represent very small increases in 

premiums; additionally, the premiums would generally be close to the industry averages.

[21] The Company did not produce separate indications for All Perils coverage, 

but proposed changes which reflect the changes in Collision and Comprehensive 

coverages. The benefits under these two coverages are combined for All Perils 

coverages.

[22] In both Applications, the proposed IAO rates are only slightly lower than the 

Staff indications, and would produce an ROE that is close to the target of 12%. Since 

IAO rates are generally used by companies that have a small volume of business for 

these types of vehicles, which represents greater risk due to an increased volatility of 

experience, the Board considers that the use of an ROE greater than 10% is acceptable.

[23] Board staff recommended that the IAO rates be approved as filed, but 

suggested that the Board should permit IAO to use the increased Health Services Levy, 

if the Company chose to do so. In its response to the Staff Reports, IAO produced revised 

rates for both IUT and CV employing the $33.09 Health Services Levy. The Board 

approves those revised rates.
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Other Changes

[24] IAO does not rate IUT by territory, and proposed changes to several 

differentials, namely classification, driving record, deductible, and liability limits for Third 

Party Liability and SEF#44. For CV, the proposed changes to differentials were for 

territory, as well as those differentials where changes for IUT were proposed.

[25] IAO conducted analyses of the differentials, and chose to make changes 

which follow the direction of the indicated changes; however, in some cases, it did not 

take the full amount of changes, but proposed a ±10% cap.

[26] Board staff recommended the approval of the proposed changes to 

differentials for both IUT and CV, and the Board accepts this recommendation.

Automobile Insurance Manual Review

[27] Board staff have reviewed the recommended Automobile Insurance Manual 

on file and found no instances where the Company is in violation of the Regulations. The 

Company proposed no changes to the Manual other than those necessary to effect the 

changes noted in this Decision.

IV FINDINGS

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

as well as the Rate Filing Requirements.

[29] Because IAO is not an insurer, it is not required to provide financial 

information to satisfy the Board, pursuant to Section 1551(1 )(c) of the Act.
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[30] The Board finds the revised proposed rates for IUT and CV are just and

reasonable.

[31 ] IAO is required to file for approval of its rates for these vehicles by February

1, annually. Therefore, the new mandatory filing date for IUT and CV for the Company is 

February 1,2019.

[32] The Board approves the date of July 1, 2018, for both IUT and CV, as the 

effective date for the recommended rates offered by IAO to its subscribers.

[33] The Company is required to file an electronic version of the updated 

recommended Automobile Insurance Manual within 30 days of the issuance of the Order 

in this matter.

[34] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 16th day of April, 2018.
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