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NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

- and -

IN THE MATTER OF AN APPLICATION by THE PERSONAL INSURANCE COMPANY
for approval to change its rates and risk-classification system for private passenger 
vehicles

BEFORE: Stephen T. McGrath, LL.B., Member

APPLICANT: THE PERSONAL INSURANCE COMPANY

FINAL SUBMISSIONS: September 9, 2019

DECISION DATE: September 19, 2019

DECISION: Application is approved.
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I INTRODUCTION

[1] The Personal Insurance Company applied to the Nova Scotia Utility and 

Review Board to change its rates and risk-classification system for private passenger 

vehicles. The company proposes base rate changes that vary by coverage. These 

changes result in an overall increase of 20.0%. In its application, the company also asks 

the Board for approval to allow Personal to adopt the 2019 Canadian Loss Experience 

Automobile Rating (CLEAR) table to assign rate groups for physical damage coverages 

and Accident Benefits.

[2] The Board must consider 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. The Board is satisfied that Personal’s application meets 

these requirements and approves the proposed changes to the company’s rates and risk- 

classification system, including the adoption of the 2019 CLEAR table.

II ANALYSIS

[3] Personal applied under the Board's Rate Filing Requirements for 

Automobile Insurance - Section 155G Prior Approval (Rate Filing Requirements). Since 

the filing of this application, Personal received and responded to Information Requests 

(IRs) from Board staff. In its IR responses, Personal revised its application to correct 

certain information it had given the Board.

[4] Board staff also prepared a report to the Board with recommendations on 

the application (Staff Report). Before providing the Staff Report to the Board, Board staff 

shared it with Personal. The company reviewed the report and noted minor errors to 

Board staff, but otherwise agreed with the recommendations in the report. Board staff
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revised the Staff Report to correct the errors that Personal had noted and provided 

Personal with the updated version of the report. Board staff examined all aspects of the 

ratemaking procedure to make the recommendations in the Staff Report and felt that the 

IR process successfully resolved any issues about Personal’s analysis of its rate level 

needs.

[5] The Board will examine the following issues in this decision:

• the reasonableness of Personal’s proposed rates;
• the adoption of the 2019 CLEAR tables; and
• the continuation of Personal’s premium dislocation cap.

The Reasonableness of Personal’s Proposed Rates

[6] Board staff propose no changes to the assumptions or actuarial analysis 

Personal used in its application and recommend that the Board use the results of 

Personal’s analysis to assess the reasonableness of the company’s proposed rates. The 

Board accepts this recommendation and finds that the proposed rates are just and 

reasonable. However, the Board is concerned about the extent to which Personal’s 

proposed rates vary from the rates indicated in the company’s actuarial analysis.

[7] Personal proposes changes to its base rates that vary by coverage, but not 

by territory. These changes produce an overall all-coverages combined increase of 

20.0%. Despite this increase, the company’s actuarial analysis suggests that its required 

rates should be higher. Personal proposes increases to its rates for all coverages that 

are substantial moves in the direction of indicated increases, but for most coverages are 

still much lower than indicated - and for coverage for Property Damage-Tort, quite 

substantially so. The proposed increase in base rates produces a return on equity (ROE)
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of 0.38%, which is well below the 10%-12% range for ROEs that the Board generally finds 

to be reasonable.

[8] In its application, Personal notes that it prefers long-term stability in its 

pricing, with regular, but moderate price changes. Pointing to worsening loss experience 

and deteriorating industry experience since the time of its last application in 2017, 

Personal notes that it is proposing rate increases that are not as moderate as it prefers 

but which will improve its rate adequacy. Board staff advise that Personal’s proposed 

rates are a larger step towards the company’s indicated needs than it took in its last 

application and that the smaller than indicated changes will allow Personal to prudently 

address its worsening experience while not subjecting its clients to harsher increases, 

making the changes more acceptable to customers. Personal submits that its proposed 

rates are appropriate and balanced, and Board staff support this view.

[9] The Board is persuaded that the significant, and larger move towards 

indicated rates in this application is appropriate in the circumstances, even though the 

proposed rates are lower than indicated and produce a lower ROE than the Board usually 

accepts. The proposed increase is a sizeable one for Personal’s customers, but balances 

effects on customers with the company’s need for adequate rates.

The Adoption of the 2019 CLEAR Tables

[10] Personal currently uses the 2016 CLEAR table to assign rate groups to 

physical damage coverages and coverage for Accident Benefits. The company proposes 

to adopt the 2019 CLEAR table that the Board approved for use earlier this year. Personal 

did not directly off-balance the impact of this proposed change but considered these 

impacts concurrently with its base rate increases as part of its overall proposal. The
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impact of this change on the company’s overall all-coverages combined increase in base 

rates is slight. Board staff concluded that Personal supported its proposal to change the 

CLEAR table and recommend that the Board approve the proposed adoption of the 2019 

CLEAR table. The Board agrees.

The Continuation of Personal’s Premium Dislocation Cap

[11] Personal currently applies a premium dislocation cap that automatically 

limits premium increases at renewal to 15% on any individual risk. The company 

proposes to continue this cap where a renewal increase exceeds $50. Personal notes 

that the cap does not apply to the charge for the Health Services Levy.

[12] While the existence of the cap mitigates the impact of rate increases to 

Personal’s clients at renewal, it also delays the company’s move towards indicated rates. 

In cases where the effect of the cap is lost, for example because a client has had a 

deterioration in their driving record or a conviction, the removal of the cap compounds 

any increase at renewal because of the change in risk. It is in the best interests of all 

involved that the cap on rates be removed in an efficient and quick manner to avoid large 

rate shocks that may arise if the cap is taken away prematurely and to assist the company 

in addressing rate adequacy.

[13] In its IR responses, Personal notes that the number of capped risks declined 

quickly over the past year under the current cap, and Board staff advise that a quick 

expiration of the cap should continue even with the proposed increase in this application. 

The Board approves Personal’s proposed 15% cap on increases greater than $50, 

excluding the Health Services Levy.
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III SUMMARY

[14] The Board finds that the application follows the Act and Regulations, as well 

as the Rate Filing Requirements.

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

the changes effective October 18, 2019, for new business and December 17, 2019, for 

renewal business.

[16] The financial information supplied by Personal satisfies the Board, under 

Section 1551(1 )(c) of the Act, that the proposed changes, despite the low ROE associated 

with the company’s proposal, are unlikely to impair the solvency of the company.

[17] The application qualifies to set a new mandatory filing date under the 

Mandatory Filing of Automobile Insurance Rates Regulations. The new mandatory filing 

date for Personal for private passenger vehicles is August 1,2021.

[18] Board staff reviewed Personal's Automobile Insurance Manual filed with the 

Board and did not find any instances where the Manual contravened the Act and 

Regulations. As the company only proposed changes to its base rates and the CLEAR 

table and proposed no changes to its underwriting or rating rules, no updates to its Manual 

are needed.

[19] An order will issue accordingly.

DATED at Halifax, Nova Scotia, this 19th day of September, 2019.

nwIcGrath
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