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DECISION 2022 NSUARB 4 
 M10327 
 
 

NOVA SCOTIA UTILITY AND REVIEW BOARD 
 
 

IN THE MATTER OF THE INSURANCE ACT 
 
 

- and - 
 
 

IN THE MATTER OF AN APPLICATION by LLOYD’S UNDERWRITERS for approval to 
change its rates and risk-classification system for miscellaneous vehicles 
 
 
 
 
BEFORE:   Jennifer L. Nicholson, CPA, CA, Member 
 
 
 
APPLICANT:  LLOYD’S UNDERWRITERS 
 
 
 
FINAL SUBMISSIONS: December 10, 2021 
 
 
 
DECISION DATE:  January 14, 2022 
 
 
 
DECISION: Application is approved. 
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I INTRODUCTION 

[1] Lloyd’s Underwriters applied to the Nova Scotia Utility and Review Board to 

make changes to its rating structure for miscellaneous vehicles.  This includes all-terrain 

vehicles (ATV), snow vehicles, and motorcycles.  The application complied with the 

Board’s “Rate Filing Requirements for Automobile Insurance – Section 155G Prior 

Approval – Minor”.  

[2] The Board must consider whether the proposed rating structure is just and 

reasonable and in compliance with the Insurance Act (Act) and its Regulations.  The 

Board is satisfied that Lloyd’s application meets these requirements and approves the 

company’s proposed rating structure.  

II ANALYSIS 

[3] Where the annual written premium volume for a miscellaneous vehicle class 

falls below the Board approved threshold, a company can file under Section 155G – Prior 

Approval – Minor.  The Board allows such applications to qualify to reset the mandatory 

filing deadline.  Lloyd’s met the criteria to use these filing requirements.  

[4] Since the filing of this application, Lloyd’s received and responded to an 

Information Request (IR) from Board staff.  Board staff 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 Lloyd’s.  The company reviewed the report and 

informed Board staff that it agreed with the recommendations.  

III PROPOSAL 

[5] Lloyd’s proposed changes to its rating structure (i.e., rates per vehicle 

value) for All Perils and Comprehensive.  The changes varied between these two 
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coverages as well as by type of vehicle.  Because this filing was a Section 155G – Prior 

Approval – Minor application, no indications were provided.  Lloyd’s also proposed 

changes to several surcharges.  The impact of all these changes was an average 

decrease of about 4% for ATV’s, an increase of 10% for snow vehicles and almost no 

change for motorcycles. 

[6] Lloyd’s also proposed changes to underwriting and rating rules as well as 

wording changes to its automobile insurance manual to improve clarity. 

 

Changes to All Perils and Comprehensive 

[7] Lloyd’s identified problems with its rating structure for optional physical 

damage coverages (All Perils and Comprehensive) in Nova Scotia.  Lloyd’s noted that in 

Nova Scotia, the rate, expressed as a percentage of vehicle value, increases once the 

vehicle value exceeds a certain point.  The company notes that this increase is 

counterintuitive as one would expect the slope of the rate to vehicle value curve should 

either decrease or remain stable after a certain point. 

[8] To address this problem, Lloyd’s proposed to adopt the rating structure for 

these coverages that the company uses in Saskatchewan.  The company opted for this 

approach due to a lack of sufficient data to derive an appropriate Nova Scotia only based 

curve and because Saskatchewan’s approach best represents what the company wants 

to achieve in Nova Scotia. 

[9] Lloyd’s also stated the proposed change addresses a problem that has 

been known for some time.  Lloyd’s overlooked the problem previously as it sought to 
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move rates to an adequate level.  Lloyd’s chose to address deficiencies created by initially 

implementing rates that were too low before correcting the rating structure problem. 

[10] Lloyd’s supported its proposed changes to All Peril and Comprehensive 

rating structure.  Board staff recommend the Board approve the proposed changes.  The 

Board agrees. 

 

Changes to Surcharges 

[11] Lloyd’s proposed changes to its Business Use Surcharge, Trail Bike with 

Tracks Surcharge, and Blue Plated Trail Bikes Surcharge.  Lloyd’s will also introduce the 

At Fault Accident Surcharge and the Convictions Surcharge.  Each of these surcharges 

will be discussed. 

 

Business Use Surcharge 

[12] Currently, Lloyd’s applies a flat 35% surcharge where the vehicle is used 

for business purposes.  The company does not believe the flat surcharge properly 

compensates Lloyd’s for the risks that business use poses.  While the company writes 

only a few risks with business use in Nova Scotia, it chose to propose a different 

surcharge approach rather than simply declining business use risks. 

[13] The company proposes a tiered structure that varies the surcharge based 

on the categorization of the business use (i.e., Low, Medium, or High).  The company 

assigns various business uses to each category based upon the risk posed by that use.  

The assignments are based on experience with Off Road Vehicles in other Canadian 

jurisdictions.  The proposed surcharges are Low (25%), Medium (50%) and High (75%). 
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Lloyd’s currently uses these surcharge levels in British Columbia, Saskatchewan, 

Manitoba, and New Brunswick. 

[14] In addition to these levels, Lloyd’s will also apply a 150% surcharge where 

the vehicle is used for Short Term Rentals.  Lloyd’s notes that rental units often are 

operated by less skilled operators and by operators who may not be as knowledgeable 

of the terrain where they will drive the vehicle.  Such operators may also tend to be less 

careful than if they owned the vehicle.  Lloyd’s has been receiving more requests to write 

such vehicles.  Rather than continuing to decline these requests, Lloyd’s wishes to write 

them but at an appropriate premium level. 

[15] Lloyd’s will decline extreme risks, which the company defines as Taxis (i.e., 

the vehicle is used to deliver passengers for a fee).  The company views these risks as 

too great at any compensation level. 

[16] Board staff recommend the Board approve the proposed Business Use 

Surcharge.  The Board agrees. 

 

Trail Bike with Tracks Surcharge 

[17] Where the trail bike is equipped with tracks for winter use, Lloyd’s applies a 

35% surcharge.  This surcharge provides compensation for the extra vehicle use potential 

that arises from equipping the bike to be used in the winter when a typical bike would not 

be used.  Lloyd’s proposes to drop the surcharge to 20%.  

[18] Lloyd’s notes competitors do not charge for the risk, and the reduction 

makes Lloyd’s more competitive.  Lloyd’s chose not to remove the surcharge like its 

competitors because the company views there is additional risk associated with the 
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potential extra use.  Lloyd’s insures no trail bikes with tracks currently, and therefore, the 

change has no immediate impact on premiums. 

[19] Board staff recommend the Board approve the changes to the Trail Bike 

with Tracks Surcharge.  The Board agrees. 

 

Blue Plated Trail Bikes  

[20] Lloyd’s also applies a surcharge where the trail bike is plated for use on or 

off highways.  The company proposes to increase the current 20% surcharge to 35% to 

reflect the extra risk.   

[21] Rather than decline the risk outright, Lloyd’s thought it better to write such 

vehicles but at a reasonable level to avoid huge growth in this area.  Lloyd’s explained 

the Accident Benefits rates for these vehicles are relatively low in relation to the 

provincially prescribed coverage benefits that are seen as generous.  Also, even with the 

proposed surcharge, the rates for these vehicles will compare favourably (i.e., be seen 

as less expensive) relative to on-road motorcycle rates.  

[22] Having written only two such trail bikes, the company could have chosen to 

decline such risks.  Doing so, however, could damage the view that Lloyd’s is a helpful 

insurer.  The impact of the surcharge change on the premiums is minimal given only two 

vehicles are insured. 

[23] Board staff recommend the Board approve the proposed changes to the 

Blue Plated Trail Bikes surcharges.  The Board agrees.  
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At Fault Accident Surcharge 

[24] Lloyd’s proposes the introduction of a new At Fault Accident surcharge.  The 

company will look at the number of At Fault Accidents in the past three years and assign 

a surcharge of 10% for one, 35% for two and 75% for three such chargeable accidents.  

Lloyd’s believes this surcharge will better differentiate between the risk level of individuals 

with and without such accidents. 

[25] Lloyd’s uses these surcharges in Western provinces.  Ignoring risks that are 

exposed to heavy mountain riding in British Columbia, the collision statistics for these 

vehicles are similar across jurisdictions.  The similarity makes the use of these surcharges 

more reasonable. 

[26] With no risks written, the introduction of the surcharge has no immediate 

impact on premiums. 

[27] Board staff recommend the Board approve the proposed At Fault Accident 

Surcharge.  The Board agrees. 

 

Convictions Surcharges 

[28] Lloyd’s proposes a new minor conviction surcharge that will apply to 

vehicles with more than two minor convictions in the past five years.  The surcharge 

begins at 30% for three minor convictions and increases by 10% for each additional minor 

conviction.  As well, if the vehicle has more than two minor convictions, each major 

conviction will attract a 20% surcharge.   
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[29] Also, if the operator has a driving under impairment conviction in the past 

three years, the company will only offer a $500,000 limit for liability and will apply a 100% 

surcharge.  The company will decline any risk with two or more such convictions. 

[30] Lloyd’s uses these surcharges in Western provinces.  The company wants 

to introduce these surcharges in Nova Scotia to better differentiate the risks of vehicles 

or operators with and without these convictions.  Lloyd’s believes the use of these 

surcharges in Nova Scotia is appropriate (i.e., the surcharges are not unduly harsh or 

lenient). 

[31] Lloyd’s insures no risks with such characteristics currently.  As a result, the 

introduction of the surcharge has no immediate impact on premiums. 

[32] Board staff recommend the Board approve the proposed Convictions 

Surcharge.  The Board agrees. 

 

Automobile Insurance Manual Review 

[33] In addition to the changes required to implement the proposed surcharge 

changes, Lloyd’s is modifying its underwriting and rating rules in the Manual.  These 

changes will clarify the existing wording or will address areas where referrals for special 

acceptance are required.  None of these other rule changes impact premiums or classify 

risks differently.  Board staff recommend the Board approve the proposed changes to 

underwriting and rating rules.  The Board agrees. 

[34] Staff reviewed these changes and the manual on file and found no areas 

where the company appears to be in violation of the Act or its Regulations.  
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IV SUMMARY  

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

as the Rate Filing Requirements. 

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

the changes effective March 1, 2022, for new and renewal business. 

[37] The financial information supplied by Lloyd’s satisfies the Board, under 

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

solvency of the company. 

[38] 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 Lloyd’s for miscellaneous vehicles is November 1, 2024. 

[39] Board staff reviewed Lloyd’s Automobile Insurance Manual filed with the 

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

Regulations.  The company must file an electronic version of its Manual, updated for the 

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

matter. 

[40] An Order will issue accordingly. 

DATED at Halifax, Nova Scotia, this 14th day of January, 2022. 
 
 
 
      ______________________________ 
      Jennifer L. Nicholson 
 

 


