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DECISION 2023 NSUARB 16 
 M010834 
 
 

NOVA SCOTIA UTILITY AND REVIEW BOARD 
 
 

IN THE MATTER OF THE INSURANCE ACT 
 
 

- and - 
 
 

IN THE MATTER OF AN APPLICATION by CUMIS GENERAL INSURANCE 
COMPANY for approval to change its rates and risk-classification system for private 
passenger vehicles 
 
 
 
 
BEFORE:   Jennifer L. Nicholson, CPA, CA, Member 
 
 
 
APPLICANT:  CUMIS GENERAL INSURANCE COMPANY 
 
 
 
FINAL SUBMISSIONS: December 21, 2022  
 
 
 
DECISION DATE:  February 2, 2023 
 
 
 
DECISION: Application is approved. 
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I INTRODUCTION 

[1] CUMIS General Insurance Company applied to the Nova Scotia Utility and 

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

vehicles.  CUMIS proposed changes to its rates and risk-classification system that vary 

by coverage, but not territory, and resulted in an overall all-coverages combined increase 

of 5%.  CUMIS based this overall change on indications for an overall increase of 15.7% 

overall.  CUMIS proposed to adopt the 2023 Canadian Loss Experience Automobile 

Rating (CLEAR) table for assigning rate groups for Accident Benefits and physical 

damage coverages.  The company will also change its renewal premium dislocation 

capping mechanism.   

[2] The Board must consider whether the proposed rates and risk-classification 

system are just and reasonable and in compliance with the Insurance Act (Act) and its 

Regulations.  The Board is satisfied that CUMIS’ application meets these requirements 

and approves the company’s proposed rates and risk-classification system.  

 

II ANALYSIS 

[3] CUMIS applied under the Board’s Rate Filing Requirements for Automobile 

Insurance – Section 155G Prior Approval (Rate Filing Requirements).  Since the filing of 

this application, CUMIS received and responded to Information Requests (IRs) 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 CUMIS.  The company reviewed the report and informed Board staff that it 

no further comments.  
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[4] Board staff examined all aspects of the ratemaking procedure to make the 

recommendations in the Staff Report and suggested that the Board further review certain 

issues.  Board staff consider that CUMIS satisfactorily addressed all other aspects of the 

ratemaking procedure in its application and IR responses. 

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

• Profit provision; 
• Loss trends;  
• Proposed rate changes;  
• Proposed adoption of 2023 CLEAR table; and 
• Proposed changes to premium dislocation capping mechanism. 

 

Profit Provision 

[6] CUMIS used a target return on equity of 12% in its indications and a 

premium-to-surplus ratio consistent with the previous application to reflect profit in its 

rates.  The resulting profit provision, 5.1% of premiums, is lower than the one used by 

CUMIS in the last application.  The difference arose from the use of a higher assumption 

for investment return on surplus assets. 

[7] The Board has expressed concern that the industry appeared to be earning 

profits above the level the Board approved.  Both the 2012 and 2013 General Insurance 

Statistical Agency Financial Information Reports echoed this concern.  To address this 

point, the Board required companies to use a 10% return on equity. 

[8] The 2014-2019 versions of these reports each showed a negative return on 

equity for the industry.  The Board believes these returns result from many companies 

not taking full indicated rates coupled with some deteriorating experience, including 

claims related to inclement weather at the start of 2015.  The Board does not believe the 
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negative returns are a result of the Board requiring companies to use the lower end of the 

profit range.  As such, the Board has continued to require the 10% return on equity for 

most companies. 

[9] The 2020 and 2021 versions of the report each showed a positive return. 

These results may be driven by the reduced claims resulting from less driving observed 

during the pandemic combined with a move by companies to take premium increases. 

[10] CUMIS provided evidence that its experience is different from the industry 

average industry results.  CUMIS does not appear to have overearned.  The financial 

information suggests the results in Nova Scotia have also been very volatile. 

[11] Board staff recommends, as it has in past applications, that the Board allow 

CUMIS to use the 12% return on equity in the indications rather than replacing it with 

10%.  The Board agrees. 

Loss Trends 

[12] CUMIS adopted the loss trends selected by the Board’s consulting 

actuaries, Oliver Wyman, in their report reflecting data through December 31, 2021.   

[13] In developing the selections for its December 2021-based report, Oliver 

Wyman noted the recent increase in inflation.  The trends selected by Oliver Wyman 

reflect a normal level of inflation. Oliver Wyman recommended adjusting future physical 

damage trend rates to reflect the actuary’s view of inflation, as well as the recent CPI for 

vehicle maintenance and repair costs in Nova Scotia.  Such adjustments would recognize 

the heightened inflation that the Oliver Wyman loss trends do not sufficiently recognize. 

The indicated rate level needs with such an adjustment would increase above those 

generated using the Oliver Wyman trends unchanged.  
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[14] CUMIS made no such adjustments to the Oliver Wyman selections.  In 

response to an information request, CUMIS noted its adjustment for inflation is part of the 

severity adjustment within its post-COVID-19 factor.  This adjustment considers 

escalating claim severity going up in the future caused by increasing delay of repairs, cost 

of vehicle parts, labor cost, etc., which are all factors of inflation. 

[15] While the company did not directly increase to future loss trends as Oliver 

Wyman suggested, the CUMIS approach taken mimics the impact and seems 

reasonable. 

[16] Board staff recommends the Board accept the CUMIS selection of the 

Oliver Wyman loss trends selections from its December 2021-based report, unadjusted.  

The Board agrees. 

Staff Indications 

[17] Board staff recommends the Board use the CUMIS indications as the 

appropriate target against which to assess the reasonableness of the company’s 

proposal.  The Board agrees. 

Comparison of Proposed Rates to Indicated Rates 

[18] The changes CUMIS proposed changes follow the direction of the 

indications, but the size of the change is smaller.  Except for Uninsured Automobile, 

SEF#44 and Comprehensive & Specified Perils, the proposed changes result in lower 

rates than if the full indicated changes were taken.  For SEF#44, the indicated change 

would reduce the current premium to a level close to the industry average premium of 

approximately $20.  Given the company is taking lower than indicated increases for other 
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mandatory coverages, requiring CUMIS to drop the premium for this mandatory coverage 

does not seem necessary.  

[19] For Comprehensive, CUMIS explained that its goal was to provide an 

overall 5% increase to limit the impact on its clients.  By selecting smaller than indicated 

changes on most coverages, CUMIS moves in the right direction but does it as smoothly 

as possible.  CUMIS chose not to change Comprehensive and took smaller than indicated 

increases for the other coverages that result in the overall premium for clients being lower 

than the indication.  While this approach creates a cross-subsidy, most of the risks carry 

comprehensive which reduces the impact, and the concern, associated with the subsidy. 

[20] The proposal for a smaller overall all-coverages-combined increase than 

indicated, produces a slightly negative return on equity.  This proposed level is well below 

the target of 12%. CUMIS notes it accepted the negative return because of the goal to 

move towards rate adequacy without unduly impacting clients all at once. 

[21] Board staff recommends the Board approve the proposed changes to base 

rates.  The Board agrees. 

Other Proposed Changes 

Territorial Definitions and Differentials 

[22] CUMIS did not propose changes to territories or territorial differentials.  The 

Board does not require a territorial analysis in these circumstances, nor did CUMIS 

provide one. 
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Adoption of 2023 CLEAR Tables 

[23] CUMIS currently uses the 2021 CLEAR table to assign rating groups for 

Accident Benefits and physical damage coverages. CUMIS uses the CLEAR (AB Alberta 

& Atlantic) - Collison, DCPD, and Comprehensive Separated version.  

[24] CUMIS proposed the adoption of the 2023 version of this table, which the 

Board recently approved for use.  CUMIS off-balanced the impact to make it revenue-

neutral. 

[25] Board staff recommends the Board approve the proposed adoption of the 

2023 CLEAR table.  The Board agrees. 

Renewal Premium Dislocation Capping Mechanism 

[26] In its last application, CUMIS received approval for a renewal premium 

dislocation capping mechanism that limited increases to 15% and decreases to 5%, at 

renewal.  The cap applies at the vehicle level.  For example, if the vehicle were to have a 

20% increase at renewal, the cap would reduce the increase to 15% with the premium for 

each individual coverage reduced by 5% to get to the capped level.  The Board allows a 

cap on renewal premium decreases (or negative capping) if the extra premium collected 

is less than the premium foregone under the renewal premium increase cap.  CUMIS 

demonstrated it met this requirement in its last filing. 

[27] In this application, CUMIS proposes to reduce the cap on renewal premium 

increases to 10% (down from 15%) while leaving the cap on renewal premium decreases 

at 5%.  The company noted the uncapped overall increase of 5.0% drops to 3.3% when 

the company applies the capping mechanism.  This result meets with the Board 

requirement when using a negative cap. 
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[28] CUMIS expects the cap to be in place on average for one renewal, with 

most risks reaching the true premium on the second renewal.  A few risks will require the 

cap to be in effect for longer. 

[29] Board staff recommends the Board approve the change to the current 

premium dislocation cap.  The Board agrees.  

Other Observations on the Application 

Automobile Insurance Manual 

[30] CUMIS proposed no changes to its automobile insurance manual.  Board 

staff reviewed the current manual on file and found several areas where the company 

appeared to be in violation of the Automobile Insurance Underwriting Practices 

Regulations.  CUMIS noted the manual was incorrect and provided a correct manual 

showing a compliant approach was being used.   

Effective Date 

[31] CUMIS proposed effective dates of May 1, 2023, for new business and June 

1, 2023, for renewals.  Board staff recommends the Board approve these proposed 

effective dates.  The Board agrees. 

 

III SUMMARY  

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

as the Rate Filing Requirements. 

[33] The Board approves the following: 

a) the proposed changes to base rates; 

b) the adoption of the 2023 CLEAR tables; and 
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c) the proposed changes to the renewal premium dislocation capping 
mechanism. 
 

[34] The Board finds the proposed rates and risk-classification system are just 

and reasonable, and approves the changes effective May 1, 2023, for new business and 

June 1, 2023, for renewal business. 

[35] The financial information supplied by CUMIS satisfies the Board, under 

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

solvency of the company.   

[36] 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 CUMIS for private passenger vehicles is November 1, 2024. 

[37] 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. 

[38] An order will issue accordingly. 

DATED at Halifax, Nova Scotia, this 2nd day of February, 2023. 
 
 
      ______________________________ 
      Jennifer L. Nicholson 
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