
DECISION 2019 NSUARB 8 
M09010

NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

- and -

IN THE MATTER OF AN APPLICATION by ROYAL & SUN ALLIANCE INSURANCE 
COMPANY OF CANADA for approval to modify its rates and risk-classification system 
for commercial vehicles

BEFORE: Peter W. Gurnham, Q.C., Chair

APPLICANT: ROYAL & SUN ALLIANCE INSURANCE
COMPANY OF CANADA

FINAL SUBMISSIONS: January 9, 2019

DECISION DATE: January 21, 2019

DECISION: Application is approved.
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I INTRODUCTION

[1] Royal & Sun Alliance Insurance Company of Canada (RSA 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 

commercial vehicles. The Application was dated and filed on December 11, 2018.

[2] Information Requests (IRs) were sent to the Company on December 18, 

2018, and responses were received on December 21,2018.

[3] As a result of a review by Board staff, a staff report dated January 8, 2019, 

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

on January 8, 2019. The Company responded on January 9, 2019, 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.

III ANALYSIS

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

system for commercial vehicles. The Application was made in accordance with the 

Board’s Rate Filing Requirements for Automobile Insurance - Section 155G Prior
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Approval (Rate Filing Requirements). The Company’s mandatory filing date is September 

1, 2019. The Application, however, included full actuarial indications which qualifies to 

reset the mandatory filing deadline.

[7] The proposed effective dates are May 1,2019, for new business and July 1,

2019, for renewal business.

Rate Level Changes

[8] The Company proposed to make changes to its base rates, its differentials, 

its risk-classification system and its discounts. These changes resulted in an overall rate 

level increase of 2.9%. The actuarial indications suggest that rates should increase by a 

slightly higher amount.

[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;
• Credibility standards and procedure;
• 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.

[10] Based on Board staff’s review of the Application there were no issues

surrounding the RSA analysis of its rate level needs that arose where additional 

investigation was needed. All issues, including fixed expense treatment and rate of 

return, were resolved successfully through the IR process. Board staff recommended the 

Board use staff indications, which equal the RSA indications, as the appropriate target
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against which to assess the appropriateness of the proposed changes. The Board 

agrees.

[11] Board staff compared the Company’s proposed changes to the staff 

indications.

[12] For all coverages, except Uninsured Automobile, the proposed changes are 

in the direction of the indicated changes. The magnitude of the changes is different. In 

most cases, the proposed change results in lower rates than the indicated changes would 

produce.

[13] For Uninsured Automobile, RSA proposed an increase despite a small 

indicated reduction.

[14] Because the proposed overall increase is smaller than the indicated 

increase, the proposal results in a return on equity that is just below the target return on 

equity (10%), which is also the low end of the Board’s range for a reasonable return on 

equity.

[15] Board staff recommended the Board should approve the proposed rate 

changes, as filed.

Territorial Differentials

[16] RSA conducted an analysis of its territorial differentials. Based on this 

analysis, RSA proposed changes to the differentials for Territory 01 and 10 to increase 

rates by 3.5%. RSA also proposed an increase of 2.5% in Territory 02. In these cases, 

the proposed change follows the direction of the indicated change, however the 

magnitude is different.
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[17] When making its selections, RSA also considered concerns about regional 

growth targets and retention rates as well as the need to address the poorer experience 

in these Territories.

[18] The Company ignored indicated decreases in two other territories 

(“3/5/30/50” and 04) despite these territories having the highest credibility. RSA explained 

that the rates in these territories were already competitive and there was no need to 

improve the situation. RSA also argued the other changes it was making would provide 

a broader territory-wide reduction for eligible customers.

[19] RSA did not off-balance the impact of the change to these differentials but 

rather let the impact flow directly to the overall change.

[20] RSA provided sufficient support for its proposed territorial differentials. 

Board staff recommended the Board approve the proposed territorial differentials, as filed.

Other Changes

Driving Record Differentials and Definitions

[21] RSA conducted an analysis of its driving record differentials. For all but the 

best driving record (i.e., driving record “6 Plus”), there is no change to the differentials. 

For driving record “6 Plus”, RSA proposed a reduction of 5.3%. The decrease was 

consistent with the direction of the indicated change. For many of the other driving 

records, the indications are for no change.

[22] RSA also proposed a change to the eligibility criteria for driving record “6 

Plus”. Rather than limiting this best driving record to those licensed for 20 or more years, 

RSA proposed to offer the record to those licensed for 15 or more years. RSA proposed
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a change to the driving record 5 definition as well. That change would require all drivers 

to have been continuously licensed in Canada or USA for five or more years.

[23] RSA conducted the driving record analysis under both definitions. In both 

cases, the indications were for a reduction consistent with the proposed change. Board 

staff recommend the Board approve the proposed change to the driving record definitions 

and the differential for driving record “6 Plus”, as filed.

Classification Differentials

[24] To determine whether changes were needed, RSA conducted an analysis 

of its classification differentials. Based on this analysis, as well as concerns over 

worsening experience, the Company proposed increases for two of its classes. RSA 

proposed a 1.5% increase for Class 37 and a 3.5% increase for Class 44. In both cases, 

the indications were for similar increases.

[25] Board staff recommended the Board approve the proposed differential 

changes for Class 37 and 44, as filed.

Loyalty Discount

[26] RSA offers two forms of loyalty discount. The first is a New Business 

Loyalty Discount that rewards new clients who showed loyalty to their previous carrier for 

three or more years. The current discount is 8% and applies until the client is eligible for 

the second RSA loyalty discount, the Renewal Loyalty Discount. The Renewal Loyalty 

Discount is a 15% discount that applies to clients who have been insured with RSA for 

three or more years.
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[27] RSA proposed changes to these discounts that will result in different 

discounts being applied based upon the driving record of the client.

[28] The other eligibility criteria and the coverages to which the discount applies 

will not change under this proposal.

[29] RSA suggested this tiered structure would help to retain the drivers with the 

best driving records and better support the Company’s target market.

[30] Board staff recommended the Board should approve the proposed changes 

to the New Business Loyalty Discount and the Renewal Loyalty discount, as filed.

Multi-line Discount

[31] The Company offers a 5% discount to commercial vehicles insurance 

clients who also have a commercial property policy with RSA. The Company proposed 

to increase this discount to 8%. Indications suggested a smaller increase, but RSA chose 

the larger discount in an effort to retain more of these clients.

[32] Board staff recommended the Board approve the proposed change to the 

Multi-line Discount, as filed.

Endorsement Packages

[33] RSA proposed the introduction of two new endorsement packages. These 

packages bundle together several often selected endorsements and provides the 

endorsement benefits for a lower premium than if the client purchased the component 

endorsements separately. The packages will only be available for light commercial 

classes 33, 35, 36, and 43.
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[34] The first package is the RSA Elite Protection (EP). This package bundles 

together the following endorsements:

• NSEF#20 - Loss of Use;
• NSEF#27 - Legal Liability for Damage to Non-Owned Automobile; and
• Shock Waiver Plan (RSA Accident Forgiveness Endorsement).

[35] The second package is the RSA Elite Protection Plus (EPP) and adds the 

coverage provided by NSEF 43R/43R(L) - Limited Waiver of Depreciation (24 months) 

to the RSA Elite Protection (EP) bundle.

[36] Clients purchasing the bundle will pay a lower premium. RSA explained it 

found these endorsements were commonly purchased by clients. The Company wanted 

to price the package to provide the real cost benefit to the clients purchasing the 

packages.

[37] Board staff recommended the Board approve the proposed endorsement 

packages and the associated premiums, as filed.

New Data Capture Variables

[38] RSA proposed the inclusion of a new data capture variable, Hazard Code, 

for public vehicles (e.g., buses, ambulances, etc.). RSA explained there is a Hazard Code 

available for all classes of commercial vehicles, except those in the public sector. 

Company staff identified the need for Hazard Codes for the public sector, which had been 

missing from the Automobile Insurance Manual.

[39] RSA indicates that variable is strictly used for data capture within the policy 

system and it is not used to classify risk or to determine premium.
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[40] The Type of Use variable is also being added to public buses for a similar 

reason. It too is used solely for data capture purposes and not rating.

[41] Board staff recommended the Board approve the inclusion of Hazard Code 

for public vehicles, and Type of Use for public buses, as data capture variables with no 

impact on rating, as filed.

Dependent Vehicle Classes

[42] The following vehicles also depend on the commercial vehicle rates:

• Public Service Vehicles;
o Commercial Fire for Emergency & Excluding Emergency 
o Commercial Police 
o Other Emergency Vehicles

• Driving School Automobiles;
• School Buses; and
• Private Buses.

[43] The proposed changes to commercial vehicle rates result in an overall

increase of 12% for these dependent vehicles. These vehicles are not affected by the 

changes to the Driving Record differentials, the Renewal Loyalty Discount, the New 

Business Loyalty Discount, or the Multi-Line Discount, which explains why the overall 

increase is higher than for other commercial vehicles. Those discounts and differentials 

otherwise lower commercial vehicle rates.

Automobile Insurance Manual

[44] RSA proposed a few minor changes to its Automobile Insurance Manual 

other than those required to implement the changes noted in this Decision. The changes
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are generally to format or order class tables differently. These changes do not directly 

impact premiums.

[45] Board staff reviewed the revised Manual pages provided by RSA as well as 

those on file with the Board and found no area where the Company appears to be in 

violation of the Regulations.

[46] Board staff recommended the Board approve the proposed changes to the 

Automobile Insurance Manual, as filed.

IV FINDINGS

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

as well as the Rate Filing Requirements.

[48] 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.

[49] The Board finds the proposed rates are just and reasonable and approves 

them as filed. The Board also approves the proposed:

• changes to territorial differentials;
• changes to the classification differentials;
• changes to the definition of driving record 5 and driving record “6 Plus” and the 

proposed change to driving record “6 Plus” differential;
• changes to the New Business Loyalty Discount and the Renewal Loyalty 

Discount;
• changes to the Multi-line Discount;
• introduction of two endorsement bundles, and the associated premiums; and
• addition of data capture variables in the public vehicle sections.
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[50] The Application included full actuarial indications and the required territorial 

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

vehicles for the Company to December 1, 2021.

[51] The Board approves the effective dates of May 1, 2019, for new business 

and July 1,2019, for renewal business.

[52] 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.

[53] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 21st day of January, 2019.

Peter W. Gurnham
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