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NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT
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I INTRODUCTION

[1] The Dominion of Canada General Insurance Company (Dominion 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. The Application, dated May 7, 2018, was filed 

electronically on the same date, and the original documents were received on May 8, 

2018.

[2] Information Requests (IRs) were sent to the Company on May 17, 2018, 

and responses were received on May 31,2018. Additional IRs were issued on June 12 

and 18, 2018, to which the Company responded on June 15 and 18, 2018.

[3] As a result of a review by Board staff, a staff report dated June 19, 2018 

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

on June 19, 2018. The Company responded on the same date, indicating that it had 

reviewed the Staff Report and had no comments.

[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 private passenger vehicles. 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 March 

1,2019.

[7] The Company originally proposed effective dates of September 15, 2018, 

for new business and November 1,2018, for renewal business. These were amended to 

October 15, 2018, and November 15, 2018, respectively, in a subsequent communication 

from the Company.

Rate Level Changes

[8] Dominion proposed to increase its rates and update its risk-classification 

system to adopt the 2018 Canadian Loss Experience Automobile Rating (CLEAR) table 

and adjust rating variables in its proprietary Optima program. The proposed rate change 

represents an overall rate level increase of 10.1%, although the indicated overall rate 

level change is much higher.

[9] 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;
• Expense provisions, including Unallocated Loss Adjustment Expenses;
• Experience period and weights;
• Credibility standards and complement of credibility;
• Premium to surplus leverage ratio; and
• Target and proposed Return on Equity (ROE).
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[10] Based on a review of the filing and through the IR process, the Board 

considers the following issues regarding the assumptions used by Dominion to develop 

its indications warrant more discussion:

• loss trends,
• expense provision,
• treatment of the Health Services levy,
• experience period weights, and
• profit provision.

Loss Trends

[11] Oliver Wyman (OW), the Board’s consulting actuaries, were engaged to 

develop assumptions for loss trends for private passenger vehicles.

[12] OW selected trends after examining various time periods from five to ten 

years in length. OW examined trends for frequency, severity and for loss cost separately. 

OW also selected separate trends for Bodily Injury, and for Property Damage-Tort (PD- 

Tort) and Direct Compensation Property Damage (DCPD) combined.

[13] OW generally selected future trends to match past trends. The exceptions 

are Collision and PD-Tort & DCPD. In both cases, the trends increased on April 1,2013, 

the date Nova Scotia introduced DCPD. The future trend uses the post April 1, 2013 

trend for these coverages.

[14] Dominion used two sets of loss trends, one for its own data and one for 

industry data. When preparing its indications, Dominion produced company-based loss 

ratios and then, as a complement of credibility, developed loss ratios for industry data. 

Each loss ratio calculation (Dominion or industry) uses the associated loss trends.

[15] In this Application, the loss trends for the Dominion loss ratios used 

company data, while for the industry trends Dominion used industry experience. In both
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cases, Dominion referred to the last eight years of data, with focus on the year over year 

change in the losses for each month.

[16] The Dominion selections for Bodily Injury, PD-Tort, DCPD, and Accident 

Benefits coverages are very different from the industry as chosen by OW and by 

Dominion. Dominion states that it has different claims experience due to risk selection, 

mix of business, distribution channels, and claims practices. It also applies a different 

methodology which caps severity and excludes catastrophe claims.

[17] Board staff concluded that the support presented does not provide 

compelling evidence as to why such a difference exists, specifically why Dominion 

experience has been better than the industry.

[18] The Board requires Dominion to use the OW loss trends in its analysis of 

both Company and industry losses, when determining its indicated rate level changes.

Expense Provision

[19] In its decision in a 2017 Dominion application, the Board rejected Dominion 

treating its general expenses as 25% fixed and 75% variable. The Board based this 

decision on the advice of its consulting actuary, who stated the 75% variable expense 

assumption was higher than that observed for other companies.

[20] The Board required Dominion to use a 50/50 weighting instead of the 25/75 

weighting. In this Application, Dominion reverted to the former 25/75 split. The Company 

provided no evidence to support the change.
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[21] The Board requires Dominion to use a 50/50 split of its general expense 

provision into fixed and variable expenses instead of the 25/75 split selected by the 

Company.

Health Levy

[22] In this Application, Dominion converted the $33.09 per vehicle Health 

Services Levy into a variable expense of 12.8%. Because the Health Services Levy 

applies on a per exposure basis, a provision for it should not increase with premium.

[23] The Board requires Dominion to treat the Health Services Levy as a fixed 

expense, rather than a variable expense, when developing indications.

Experience Periods

[24] In this Application, Dominion selected increasing weights of 15%, 30% and 

55% for accident years 2015,2016, and 2017, respectively. These weights are consistent 

with those originally used by Dominion in its last filing. However, in its Decision on that 

application, the Board accepted the advice of its consulting actuary and required 

Dominion to use an equal weighting of each accident year.

[25] In the previous application, the Board’s consultant advised against the 

Dominion weights because they did not appear to take into consideration the declining 

portfolio. The portfolio has continued to decline since the last application.

[26] Based on this observation, as well as a desire for consistency between 

filings, the use of an equal weighting is appropriate in this Application.
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Profit Provision (Return on Equity)

[27] Dominion targets an after-tax return on equity of 10% per year. The 

Company uses a 1.6:1 premium to surplus ratio. Based upon the tax rate and investment 

income assumptions provided by Dominion, this equates to a profit provision of about 

7.7% of premium.

[28] The 7.7% profit provision is just outside the top end of a range that reflects 

the Board 10-12% range for reasonable return on equity and a 2:1 premium to surplus 

ratio (i.e., 6.2%-7.6%).

[29] Based on higher claims experience in Nova Scotia compared to the rest of 

Canada, the Board accepts Dominion’s profit provision, as filed.

Staff Indications

[30] Board staff recommended that the Board use indications that reflect OW 

recommended changes for loss trends, a 50/50 split of general expenses between fixed 

and variable, fixed expense treatment of the Health Services Levy, and equal weighting 

of the accident years used as the appropriate targets against which to assess the 

reasonableness of the Dominion proposal.

[31] The increase proposed by Dominion is well below the staff indicated 

increase. The Company states that its proposed change enables them to address 

premium adequacy issues while reducing the risk of dislocation and negative policyholder 

reaction. As well, the Company recently introduced its proprietary Optima Rating Plan 

and expects positive impacts on experience from it to emerge over time.
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[32] Given the proposed rates are for a smaller increase than indicated, the 

proposed return on equity (-2.5%) is well below the target 10%. Despite the negative 

return, the rates should not jeopardize the financial position of the Company.

[33] Board staff recommended that the Board approve the proposed rates as 

filed. The Board accepts the recommendation.

Other Changes

Territorial Differentials

[34] As part of its indications, Dominion undertook an analysis of its territorial 

loss ratios, which were credibility weighted with industry territorial loss ratios. Based on 

this information, Dominion proposed no change to its territorial differentials. Given 

Dominion changed its territorial differentials in the last application, Board staff 

recommended leaving them unchanged. The Board accepts the recommendation.

Adoption of 2018 CLEAR Table

[35] Dominion currently uses the 2017 CLEAR table to assign rating groups for 

Accident Benefits and physical damage coverages. The Company uses the CLEAR (AB 

Alberta & Atlantic) - Collison, DCPD and Comprehensive Separated version of the table.

[36] In this Application, Dominion proposed the adoption of the 2018 version of 

this table, which the Board approved for use earlier this year. Dominion off-balanced the 

impact of the change of table to make it revenue-neutral.

[37] Board staff recommended, and the Board approves, the proposed adoption 

of the 2018 CLEAR table, along with the off-balancing of the impact, as filed.
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Chanaes within the Optima Rating Program

[38] Optima is the rating program that Dominion introduced in the 2017 

application. This program is based upon a similar rating plan introduced in Ontario that 

reflects the claims costs of the household based upon all drivers in that household, using 

the same driver attributes and vehicle information that is currently used for rating on a 

vehicle by vehicle basis.

[39] Dominion proposed changes to some rating variables in the program. 

These changes are based upon analysis of information from the Ontario version of the 

program, tempered to reflect Nova Scotia differences, and address Dominion’s desire to 

maintain consistency among jurisdictions. The changes reflect either different 

segmentation among the rating variables or changes to the factors.

[40] The changes impact existing rating variables and do not involve any new 

variables being introduced. Dominion off-balanced the impact of the proposed changes 

to make them revenue-neutral.

[41] Board staff recommended, and the Board approves, the proposed changes 

to the Optima program, and the associated off-balancing of the impact, as filed.

Automobile Insurance Manual

[42] Board staff reviewed the Automobile Insurance Manual on file and found no 

instances where the Company appears to be in violation of the Regulations. The 

Company proposed no changes to its Automobile Insurance Manual other than those 

necessary to effect the changes noted in this Decision.
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IV FINDINGS

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

as well as the Rate Filing Requirements.

[44] 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.

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

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

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

vehicles for the Company to May 1,2020.

[47] The Board approves the effective dates of October 15, 2018, for new 

business and November 15, 2018, for renewal business.

[48] 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.

[49] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 13th day of July, 2018.

Roberta J. Clark<

Jennifer L. Nicholson
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