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NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

- and -

IN THE MATTER OF APPLICATIONS by FEDERATED INSURANCE COMPANY OF 
CANADA for approval to modify its endorsements for private passenger vehicles and 
commercial vehicles

BEFORE: Jennifer L. Nicholson, CPA, CA, Member

APPLICANT: FEDERATED INSURANCE COMPANY OF CANADA

FINAL SUBMISSIONS: October 24, 2018

DECISION DATE: November 22, 2018

DECISION: Applications are approved.
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I INTRODUCTION

[1] Federated Insurance Company of Canada (Federated or Company) filed 

supporting documents and materials (Applications) with the Nova Scotia Utility and 

Review Board (Board) for approval to modify its endorsements for commercial and private 

passenger vehicles. The Applications were dated September 21, 2018; however, the 

Board received them on October 16, 2018.

[2] As a result of a review by Board staff, a staff report dated October 18, 2018 

(Staff Report), was prepared, and provided to the Company for review on that date. The 

Company responded on October 24, 2018, indicating that it had reviewed the Staff Report 

and had no comments.

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

Applications.

II ISSUE

[4] The issue in these Applications is whether the proposed changes to the 

Company’s endorsements will result in rates which are just and reasonable and in 

compliance with the Insurance Act (Act) and its Regulations.

III ANALYSIS

[5] The Company sought approval to change its endorsements for commercial 

and private passenger vehicles.

[6] The proposed effective date is January 15, 2019, for new and renewal 

business.
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Endorsement Changes

[7] Federated proposed revisions to its Limited Waiver of Depreciation 

endorsements (NSEF #43R and NSEF #43R(L)) for commercial and private passenger 

vehicles. The Company also sought to change the coverage term limit from 24 to 48 

months and proposed changes to the premium structure for these endorsements.

Commercial Vehicles

[8] Federated currently charges a flat $35 premium for the endorsement, which 

waives depreciation on repair or replacement of the vehicle because of loss due to an 

insured peril that occurs in the first 24 months that a vehicle is in service.

[9] To better align with its competitors, who have moved towards terms beyond 

the 24 months, Federated proposed to change the 24-month limit to a 48-month limit.

[10] The Company also proposed a change to the premium structure. Instead 

of the flat premium, Federated will apply a percentage factor to the sum of the purchased 

premium for Direct Compensation Property Damage (DCPD), All Perils, Collision, 

Comprehensive, and Specified Perils. The factor will vary based on the Vehicle Age at 

renewal, where Vehicle Age is defined as Policy Effective Year minus Model Year of the 

vehicle. For example, if the policy is to become effective in 2019 and the vehicle insured 

is a 2017 Subaru Outback, the Vehicle Age for endorsement premium purposes would 

be two (i.e., 2019-2017). Eligible Vehicle Ages range from negative one to positive five.

[11] The same factor applies for the first four Vehicle Ages. It increases at 

Vehicle Age three and again at Vehicle Age four, where it remains for Vehicle Age five. 

The factors reflect the typical depreciation observed for vehicles (i.e., as the vehicle ages,
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it depreciates more, and therefore, the benefit provided under the endorsement increases 

warranting a higher premium).

[12] Federated also proposed to apply both a minimum and a maximum charge 

for the endorsement. These values increase in a similar pattern to the percentage factors 

to reflect the increased exposure for Federated.

[13] Federated explained that the algorithm and the rates (i.e., the factors and 

the minimum/maximum premiums) were judgmentally selected based on dislocation 

concerns, and to maintain consistency with those used in other jurisdictions. Both Alberta 

and Ontario have approved the use of the algorithm and rates in those provinces.

[14] Federated indicated only a small number of vehicles are impacted by the 

change. The proposal results in a premium increase of 0.32% overall.

Private Passenger Vehicles

[15] Like commercial vehicles, Federated proposed the extension of the term 

limit for the coverage from the current 24 months to 48 months.

[16] A single factor applies for Vehicle Ages negative and zero. It then increases 

each year to Vehicle Age four, where it remains for Vehicle Age five. As with commercial 

vehicles, the factors, and therefore the premium, reflect the higher benefits under the 

endorsement that arises as the depreciation of the vehicle increases.

[17] The percentage begins at 5% for Vehicle Ages negative one and zero. It 

increases by 5% for each additional year of Vehicle Age through Vehicle Age four. The 

factor for Vehicle Age five matches the Vehicle Age four value. These factors reflect the 

typical depreciation observed on vehicles as noted above.
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[18] Federated will also incorporate a minimum and a maximum charge for the 

endorsement. For Vehicle Ages less than two, these values are lower than the 

commercial vehicle values to reflect the reduced usage. For all other vehicle ages, the 

values are the same as commercial vehicles.

[19] Federated has very few private passenger vehicles that are impacted by the 

change. The proposal results in a premium increase of 0.34% overall.

Automobile Insurance Manual

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

found no instances where the Company is 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.

IV FINDINGS

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

as well as the Rate Filing Requirements for Automobile Insurance - Section 155G 

Endorsements.

[22] The Board approves the changes to the coverage term and the premium 

structure for NSEF#43R/43R(L) - Limited Waiver of Depreciation endorsements, for both 

commercial vehicles and private passenger vehicles, as filed.

[23] 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.
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[24] The Board finds the proposed changes to its endorsements will result in 

rates that are just and reasonable. The Board approves the changes to the 

endorsements.

[25] Endorsement applications do not qualify to reset the mandatory filing 

deadlines. The mandatory filing dates for the Company remain as August 1, 2020 for 

private passenger vehicles and January 1,2021, for commercial vehicles.

[26] The Board approves the effective date of January 15, 2019, for new and 

renewal business.

[27] 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.

[28] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 22nd day of November, 2018.

Jennifer L.. Nicholson
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