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NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

IN THE MATTER OF AN APPLICATION by IAO ACTUARIAL CONSULTING 
SERVICES AON REED STENHOUSE INC. for approval to modify its rates and risk- 
classification system for miscellaneous vehicles

BEFORE: Jennifer Nicholson, CPA, CA, Member

APPLICANT: IAO ACTUARIAL CONSULTING SERVICES AON REED
STENHOUSE INC.

FINAL SUBMISSIONS: February 28, 2019

DECISION DATE: March 26, 2019

DECISION: Application is approved.
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I INTRODUCTION

[1] IAO Actuarial Consulting Services Aon Reed Stenhouse Inc. (IAO or 

Company) filed supporting documents and material (Application) with the Nova Scotia 

Utility and Review Board (Board) for approval to modify its rates and risk-classification 

systems for miscellaneous vehicles. Miscellaneous vehicles for IAO include motorcycles, 

all-terrain vehicles, snow vehicles, motorhomes, taxis, buses, and ambulances. The 

Application was dated January 11,2019, and received on January 14, 2019.

[2] Information Requests (IRs) were sent to the Company on February 5, 2019, 

and responses were received on February 6, 2019.

[3] As a result of a review by Board staff, a staff report dated February 28, 2019 

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

on the same day. The Company responded on February 28, 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 

Applications.

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

systems for miscellaneous 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 

February 1,2019.

[7] The proposed effective date is July 1,2019.

Rate Level Changes

[8] IAO proposed to make changes to its current base rates and differentials or 

relativities that are uniform by territory. The proposed changes vary by vehicle and 

coverage. The changes represent overall increases for all classes of miscellaneous 

vehicles except taxis, where a decrease is proposed, and ambulances, where no change 

is proposed.

[9] IAO recommended rate changes follow the direction of the indications but 

in some cases the magnitude of the changes is different. In all cases, apart from 

ambulances, the proposed changes result in lower overall premiums than indicated.

[10] Board staff reviewed the rate level indications developed by IAO and in so 

doing have examined 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;
• Credibility standards and complement of credibility;
• Premium to surplus leverage ratio; and
• Target and proposed Return on Equity (ROE).

III ANALYSIS
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[11] Based on Board staffs review of the filing, the only issue that arose 

surrounding the IAO analysis of its rate level needs were loss trends, where the Board’s 

consulting actuaries, Oliver Wyman (OW) suggest different levels, and some additional 

discussion is warranted.

Loss Trends

[12] Due to lack of data, IAO used its private passenger trends for motorcycles, 

ATVs, snow vehicles, and motorhomes and used its commercial vehicle trends for taxis, 

buses, and ambulances rather than developing separate loss trends based on the 

individual vehicles. This approach is common in the industry as the data is too sparse to 

develop unique trends for miscellaneous vehicles.

[13] The differences, for most coverages and for all classes of vehicles are 

relatively small. In most cases, the OW trends would result in smaller overall indicated 

premiums than the IAO trends would produce.

[14] The merits of the loss trends selected by IAO and those developed by OW, 

the Board’s consulting actuaries, were discussed in separate applications for private 

passenger vehicles and commercial vehicles. In both applications, the Board allowed 

IAO to use its own loss trend selections.

[15] For consistency with recommendations for private passenger and 

commercial vehicles, Board staff recommended the Board allow IAO to use its own 

selected loss trends when preparing indications for miscellaneous vehicles, which are to 

be the target against which to assess the proposed changes.
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Staff Indications

[16] Board staff recommended the Board use the Staff indications, which equal 

the IAO indications, as the target against which to assess the appropriateness of the IAO 

proposal.

Comparison of Proposed Rates to Recommended Indications

[17] In this Application, because the indicated changes were very large in some 

cases, IAO proposed smaller adjustments to avoid dramatic changes for its subscribers. 

IAO explained that to avoid large fluctuations, the indicated changes by coverage were 

capped for all vehicles except ambulances. The level of the cap on increases and on 

decreases varied by vehicle type. Higher caps were proposed for Motorcycles and All 

Terrain Vehicles because there are higher volumes of data. For vehicle types with less 

data the proposed caps are lower.

Return on Equity

[18] The Board in recent decisions, reflecting its concerns about higher than 

approved returns on equity being earned for some time in the industry, has required some 

of the larger companies to propose rates that produce a return on equity in the lower end 

of its reasonable range for return on equity (i.e. the 10% level given the range is 10%- 

12%). Based on the proposals, only ambulances have a return on equity in excess of 

10%.

[19] Board staff recommended the Board approve the proposed changes, as 

filed. The Board agrees.
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Differentials or Relativities

[20] IAO also proposed changes to a few of its differentials or relativities, namely 

class, driving record, deductible, and liability limit (both TPL and SEF#44). No other 

changes were proposed.

[21] IAO provided the analysis of each of these differentials or relativities and 

selected changes for all the differentials. These changes generally followed the indicated 

changes. While in other vehicle classes (e.g., private passenger vehicles, commercial 

vehicles) IAO would cap the change at ±10%, it did not do so for these vehicles. Instead, 

IAO judgmentally selected the proposed relativities.

[22] The analysis provided seems reasonable as do the selected changes. As 

such, Board staff believes that IAO adequately supported its proposed differentials or 

relativities and recommended the Board approve them as proposed. The Board agrees.

Automobile Insurance Manual Review

[23] Board staff found no areas of concern with the IAO manual on file. Because 

only rates are changing, there is no change to the Automobile Insurance Manual. The 

Board does not require an updated Automobile Insurance Manual for miscellaneous 

vehicles.

Other Sections

[24] Board staff reviewed the remaining sections of the Application and advised 

that they comply with the Board’s Rate Filing Requirements.
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[25] Because IAO is not an insurer, there is no financial information provided nor 

was any required. The impact of these rates on any company adopting them will be 

assessed when that company applies to use the rates.

Effective Date

[26] IAO provided an effective date of July 1,2019. Because the Company does 

not issue policies there is no new business and no renewals. IAO wishes to recommend 

to its subscribers the proposed rates effective on that date.

IV FINDINGS

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

as well as the Rate Filing Requirements.

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

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

analysis; therefore, qualified to set the new mandatory filing date for miscellaneous 

vehicles for the Company to February 1,2021.

[30] The Board approves the effective date of July 1,2019.

[31] The Company is not required to file an electronic version of its updated

Automobile Insurance Manual.

[32] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 26th day of March, 2019.
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