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DECISION  2021 NSUARB 70 
 M10062 & M10063 
  
 
 

NOVA SCOTIA UTILITY AND REVIEW BOARD 
 
 

IN THE MATTER OF THE INSURANCE ACT 
 
 

- and - 
 
 

IN THE MATTER OF APPLICATIONS by NORTHBRIDGE GENERAL INSURANCE 
CORPORATION, VERASSURE INSURANCE COMPANY, TOKIO MARINE & NICHIDO 
FIRE INSURANCE COMPANY LTD. and FEDERATED INSURANCE COMPANY OF 
CANADA for approval to change their rates and risk-classification systems for 
commercial vehicles and interurban trucks 
 
 
BEFORE:   Stephen T. McGrath, LL.B., Member 
 
 
APPLICANTS:  NORTHBRIDGE GENERAL INSURANCE CORPORATION, 

VERASSURE INSURANCE COMPANY, TOKIO MARINE & 
NICHIDO FIRE INSURANCE COMPANY LTD., and 
FEDERATED INSURANCE COMPANY OF CANADA 

 
 
FINAL SUBMISSIONS: May 14, 2021 
 
 
DECISION DATE:  May 20, 2021 
 
 
DECISION: Applications are approved. 
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1. INTRODUCTION 

[1] Northbridge General Insurance Company, Verassure Insurance Company, 

Tokio Marine & Nichido Fire Insurance Company Ltd. and Federated Insurance Company 

of Canada applied to the Nova Scotia Utility and Review Board to change their rates and 

risk-classification systems for commercial vehicles and interurban trucks.  The companies 

applied under the Board’s Rate Filing Requirements for Automobile Insurance – Section 

155G Adopt IAO Rates (Rate Filing Requirements) to establish rates based on those 

approved by the Board in recent applications by IAO Actuarial Consulting Services Aon 

Reed Stenhouse Inc. (IAO).  However, the companies proposed adjustments to the base 

rates, as well as other modifications the Board previously approved for the companies 

and new ones requested in the current applications.  The companies also proposed the 

adoption of 2021 Commercial Rate Group tables and additions and changes to their rating 

rules. 

[2] The applicants are related companies.  Until recently, Federated had its own 

rates and rating structure.  In 2020, the Board approved an application by Federated to 

adopt Northbridge’s rates and rating structure.  While Federated continued its traditional 

practice of filing separate applications from Northbridge, the Board reviewed the filings 

together and they are both addressed in this decision.  If Federated continues to seek the 

same rates and rating structure as Northbridge, the Board considers it would be 

reasonable for the companies to apply together in the future if they wish to do so.  As it 

is, the Northbridge application included a request to allow Verassure and Tokio to use the 

same rates and rating structure.  These companies do not currently have any policies in 

place for commercial vehicles in Nova Scotia.   
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[3] Northbridge proposes rate changes that vary by coverage and result in an 

overall increase of 10.9%.  Although it is seeking approval of the same rates, applying 

those rates to Federated’s existing portfolio of customers results in an overall average 

increase of 7.3%. 

[4] The Board must consider whether the proposed rates and changes to the 

risk-classification systems are just and reasonable and in compliance with the Insurance 

Act (Act) and its Regulations.  The Board is satisfied the applications meet these 

requirements and approves the proposed rates and risk classification systems. 

2. ANALYSIS 

Justification for IAO Rates 

[5] Since the filing of the applications, the companies received and responded 

to Information Requests (IRs) from Board staff.  Board staff prepared a report to the Board 

with recommendations on the applications (Staff Report).  Before providing the Staff 

Report to the Board, Board staff shared it with the companies.  The companies reviewed 

the report and informed Board staff they had no comments.  

[6] The companies propose to use the rates the Board recently approved for 

IAO for commercial vehicles (2020 NSUARB 99) and interurban trucks (2020 NSUARB 

100).  An insurer wanting to adopt approved IAO rates may apply to the Board without 

the necessity of filing actuarial support if it can justify its use of the IAO rates.  The insurer 

may seek adjustments to the approved IAO rates for a lower return on equity or a different 

expense ratio than approved for IAO.  Any adjustments must be supported.  The insurer 

may also maintain or introduce some element not included in the IAO rates (e.g., 

discounts, surcharges, liability limits, and minimum deductibles.) 
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[7] The companies’ current rates are based on 2017 IAO rates and this 

application would see them updated to the 2020 IAO rates.  Northbridge and Federated 

do not write enough policies in Nova Scotia to justify a class or differential analysis and, 

as noted above, Verassure and Tokio do not currently have any policies in place for 

commercial vehicles in Nova Scotia.  As the circumstances for these companies 

supporting the use of IAO rates have not changed since they were last approved to do 

so, the Board finds it is reasonable to continue to allow them to use IAO rates. 

Adjustment to IAO Base Rates 

[8] While the companies have not proposed any adjustments to the approved 

2020 IAO rates for a lower return on equity or a different expense ratio than approved for 

IAO, they wish to adjust the approved IAO base rates to manage what would otherwise 

be a significant overall increase.  Unadjusted, the impact would be several times greater 

than the 10.9% and 7.3% average increases proposed by Northbridge and Federated in 

their current applications.  The companies said the substantial increases that would result 

from adopting the most recent IAO rates are not warranted by their own loss ratios and 

may not be well received by their policyholders during the COVID-19 pandemic.  The 

companies developed a proposal to adjust the IAO base rates to reduce the overall 

impact.   

[9] The companies reduced the IAO base rates for each coverage by a uniform 

amount for commercial vehicles and for interurban trucks.  They felt it was reasonable to 

take this approach to maintain the relative segmentation amongst coverages.  The size 

of the adjustment was intended to reduce the overall increase to approximate the average 
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annual change in IAO base rates since 2017 and was informed by feedback from the 

companies’ regional underwriters.   

[10] While targeted as COVID-19 relief, the companies proposed to keep the 

adjustments to base rates until the next mandatory filing in three years.  The Board notes 

this may leave a significant gap to make up when rates are next set, but Board staff 

supported the proposal, and in the circumstances, the Board finds it to be reasonable. 

Continuation of Past Adjustments 

[11] In past decisions, the Board approved other adjustments to IAO rates that 

the companies proposed to continue.  These consist of: 

• the use of modified differentials for interurban truck classes 61, 62, 63, 64 and 99; 

• the use of judgmentally selected constant factors to extend liability limits for Bodily 

Injury & Property Damage-Tort and SEF#44 in million-dollar increments between 

and beyond IAO’s offerings; and 

•  the use of linear interpolation to set differentials for deductibles between those 

included in the IAO rates. 

[12] The Board approves the continuation of these previously approved 

modifications to IAO rates. 

Adjustment to the All Perils Differential 

[13] In addition to retaining past adjustments, the companies proposed to 

change the differential for All Perils coverage, from 0.950 to 1.000, so the premium for 

this coverage would be the same as the combined premium for Collision and 

Comprehensive.  The companies said there was no difference between All Perils 

coverage and combined coverages for Collision and Comprehensive.  To ensure fairness 
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for all customers, and harmonize their rating structures across all provinces, the 

companies proposed to discontinue the existing discount for All Perils coverage.  Board 

staff supported this change.  The Board finds this proposal is reasonable and it is 

approved. 

Adoption of 2021 Commercial Rate Group Tables 

[14] The companies proposed to adopt the most recent IAO Vehicle Rate Group 

Table I and Table IIA (January 2021 version).  Board staff supported this change and it is 

approved. 

Rating Rule Changes 

[15] The companies proposed changes and clarifications to their rating rules, 

which Board staff supported.  These are briefly considered below, and they are approved 

by the Board. 

Hand-held Communication Devices 

[16] The companies proposed that “Driving while using hand-held 

communication device” would be classified as a major conviction (each of which results 

in a 15% surcharge) rather than a minor one (where there are no surcharges for the first 

two minor convictions and 15% for each additional conviction).  The companies said 

published articles suggested drivers who use hand-held devices are four times more likely 

to get into serious accidents.  The Board has previously approved the same change for 

the companies for private passenger vehicles.  They said the change would not apply to 

existing policies, and any past or future conviction for driving while using a hand-held 

communication device would be classified as a minor conviction for those policies. 



- 7 - 

Document:  283848 

Cannabis 

[17] The companies also proposed to add a conviction for having “cannabis 

readily available” while driving to its list of major convictions. 

Rules for Declining or Terminating Coverage 

[18] The companies proposed two new rules for declining to issue coverage, or 

for terminating or refusing to renew an existing contract.  The first would apply when an 

applicant, insured or operator has willfully made a false statement about a claim.  The 

second is a new rule relating to automated driving automobiles. 

[19] The companies proposed allowing coverage to be declined, or the 

termination of or refusal to renew an existing contract, for a vehicle at a driving automation 

level defined as Level 3, 4 or 5 by the Society of Automotive Engineers in Standard SAE 

J3016 – Levels of Driving Automation.  These higher levels of automation are used when 

automated driving features in a vehicle are engaged to such an extent that a human is 

not driving a vehicle, even if they are in “the driver’s seat.”  The companies also proposed 

to add a definition for “automated driving automobile.” 

Gross Vehicle Weight 

[20] The companies proposed a change to the definition of gross vehicle weight 

to clarify the source used to determine the weight. 

3. SUMMARY 

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

as the Rate Filing Requirements. 

[22] The Board is satisfied that the companies’ proposals to adopt the current 

IAO rates and risk-classification systems for commercial vehicles and interurban trucks 
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with adjustments is just and reasonable and approves the changes effective August 23, 

2021, for new business and October 7, 2021, for renewal business. 

[23] The financial information supplied satisfies the Board, under Section 

155I(1)(c) of the Act, that the proposed changes are unlikely to impair the solvency of the 

companies.   

[24] 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 Northbridge, Verassure, Tokio and Federated for commercial vehicles is April 1, 

2024. 

[25] Board staff reviewed the companies’ Automobile Insurance Manuals filed 

with the Board and did not find any instances where the Manuals contravened the Act 

and Regulations.  The companies must file an electronic version of their Manuals, 

updated for the changes approved in this decision, within 30 days of the issuance of the 

order in this matter. 

[26] An order will issue accordingly. 

DATED at Halifax, Nova Scotia, this 20th day of May, 2021. 
 
 
 
      ______________________________ 
      Stephen T. McGrath 
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