
DECISION 2018 NSUARB 179 
M08818

NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE INSURANCE ACT

IN THE MATTER OF AN APPLICATION by THE PORTAGE LA PRAIRIE MUTUAL 
INSURANCE COMPANY for approval to modify its rates and risk-classification system 
for miscellaneous vehicles

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

APPLICANT: THE PORTAGE LA PRAIRIE MUTUAL INSURANCE
COMPANY

FINAL SUBMISSIONS: August 21, 2018

DECISION DATE: September 28, 2018

DECISION: Application is approved.
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I INTRODUCTION

[1] The Portage la Prairie Mutual Insurance Company (Portage or Company) 

filed supporting documents and materials (Application) with the Nova Scotia Utility and 

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

certain miscellaneous vehicles. The Application, dated July 30, 2018, was filed on July 

31,2018.

[2] Information Requests (IRs) were sent to the Company on August 8, 2018, 

and responses were received on August 14, 2018.

[3] As a result of a review by Board staff, a staff report dated August 17, 2018, 

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

An email from Portage on August 21,2018, identified two minor errors in the Staff Report. 

These errors were corrected, and Portage had no other comments.

[4] The Board did not deem it necessary to hold an oral hearing on the 

Application.

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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III ANALYSIS

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

system for certain miscellaneous vehicles; specifically, all-terrain vehicles, motorized 

snow vehicles, motorcycles, motorhomes, and trailers and camper units.

[7] 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 for these miscellaneous vehicles 

was August 1,2018.

[8] The proposed effective date is January 1, 2019, for new and renewal 

business.

Rate Level Changes

[9] The Company proposed to change its rates and risk-classification system.

These proposed changes represent overall rate level increases for each miscellaneous 

vehicle included in the Application as shown in the table below:

Miscellaneous Vehicle Proposed Overall Rate Level Increase
All-terrain Vehicles 2.8%
Motorized Snow Vehicles 3.0%
Motorcycles 1.9%
Motorhomes 6.3%
Trailers and Camper Units 6.1%

[10] In considering the Company’s Application, Board staff reviewed all aspects

of the ratemaking procedure, including the following:

• Loss trends;
• Loss development;
• Premium (rate group drift) trends;
• Expense provisions, including Unallocated Loss Adjustment Expenses;
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• Experience period and weights;
• Credibility standards, procedures, and the complement of credibility;
• Premium to surplus leverage ratio; and
• Target and proposed Return on Equity (ROE).

[11] Issues of note arising from Board staff’s review of the Application were 

Portage’s selection of loss trends and its target ROE.

Loss Trends

[12] The loss trends derived by Portage to develop its indicated rates are based 

on an analysis of Nova Scotia private passenger vehicle experience using industry data 

prepared by the General Insurance Statistical Agency (GISA). Private passenger vehicle 

data was used as a proxy for miscellaneous vehicle data. This is common in the 

insurance industry due to a lack of data for miscellaneous vehicles, and has been 

accepted by the Board in a number of its past decisions relating to miscellaneous 

vehicles.

[13] Portage compiled data as at December 31,2017, and reviewed the industry 

data in Nova Scotia from 1998 through 2017. Rather than undertaking an analysis 

considering the frequency and severity of claims as well as information on loss costs, 

Portage developed trends only using loss cost information. It elected to do so based on 

notes to users in GISA’s 2017 industry data advising the use of caution when reviewing 

its data given issues or changes relating to the reporting of claim count information by 

insurers.

[14] The Board also periodically publishes loss trend selection reports prepared 

by its consulting actuary, Oliver Wyman (OW). These are based on industry wide Nova 

Scotia data and are made available on the Board’s website on a semi-annual basis.
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These loss trend selections are considered to be benchmarks, and may be used by 

insurance companies to determine indicated rates.

[15] When a company chooses to use loss trend selections that are different 

than the benchmarks, it must provide a detailed discussion of the methodology used to 

provide loss trends in its rate application. The company must also compare its loss trends 

to the benchmark trends, and provide a justification for significant differences in the 

trends.

[16] The loss trends selected by Portage were compared to the OW report on 

selected loss trends rates based on industry data through June 30, 2017, the most 

recently available consulting actuary report posted on the Board’s website at the time that 

Portage filed the Application. There are some differences in the selected trends for some 

coverages, but these differences result in very minor overall differences in indicated rates. 

In light of this, Board staff recommended that Portage’s loss trend selections be accepted, 

and the Board agrees.

Return on Equity

[17] The rate indications prepared by Portage assume an after-tax target ROE 

of 12%. This is higher than the 10% ROE used by Portage in its last private passenger 

application.

[18] The Rate Filing Requirements note that the Board generally finds ROEs 

between 10% and 12% to be reasonable. In recent decisions, the Board has required 

companies to lower their target ROE to 10%. This action was taken because of Board 

concerns that the industry appears to be earning ROEs well in excess of the 12% the
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Board believed it was approving, as evidenced in part by the release of the 2012 and 

2013 GISA financial information report.

[19] The 2014 through 2016 versions of the GISA reports show negative ROEs 

for the industry for private passenger vehicles. The Board considers this outcome is likely 

more a result of many companies not taking full indicated rates, coupled with some 

deteriorating experience that is possibly related to inclement weather at the start of 2015, 

as opposed to the result of the Board forcing companies to the lower end of its profit 

range. As such, the Board has continued to require a 10% ROE for most companies.

[20] The standard forms provided by the Board for use under the Rate Filing 

Requirements note that if recent Board decisions suggest the industry should use a lower 

target ROE (e.g. 10%) or profit provision, the Company should explain why it is different 

from the industry if it selects a higher ROE (or profit provision). In this Application, Portage 

has not provided information to justify its request for a higher ROE. As such, the Board 

finds that the rate indications used by Portage in this proceeding should be based on a 

10% ROE.

[21] Portage proposed rates that were lower than those that were actuarially 

indicated using the Board-determined 10% ROE. The Board, therefore, approves the 

proposed rates, as filed.

Elimination of $100 Deductible

[22] Portage proposes to remove a $100 deductible option for Collision and All 

Perils coverages for all-terrain vehicles, motorized snow vehicles, motorhomes, and 

trailers and camper units. Portage’s minimum deductible amount for these coverages
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would become $250. Portage proposes to base its deductible differentials on this new 

minimum amount. In its Application, Portage made balancing adjustments to address the 

impact of rebasing its deductible differentials to ensure that its overall level of required 

premiums remained unchanged.

[23] Board staff noted that information provided by Portage in the Application 

shows that almost none of the vehicles it covers have policies with the current $100 

deductible option. Board staff recommended approving the elimination of the $100 

deductible for Collision and All Perils, and the associated rebasing of the deductible 

differentials to a $250 base, as proposed by Portage. The Board approves these 

changes.

Extension of Rate Group Table for Trailers and Camper Units

[24] Portage currently has a rate group table with 40 rate groups for trailers and 

camper units up to $41,000 in value. Portage proposes to extend the rate group table to 

79 groupings to cover vehicles up to $80,000 in value, with each successive $1,000 

increment in value established as a new rate group.

[25] Portage chose the increments in the differentials for the new rate groups, 

based upon the change in differentials between the last two current rate groups (i.e. rate 

groups 39 and 40).

[26] Board staff recommended the approval of the proposed extension of the 

rate group table for trailers and camper units, and the associated differentials for the new 

rate groups, as proposed by Portage. The Board approves these changes.
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Territorial Differentials for Motorhomes

[27] The only category of miscellaneous vehicles that Portage rates by territory 

is motorhomes. The Application did not include a territorial analysis for motorhomes. 

Portage indicated that this was because the GISA data that it used did not include 

territorial information for this category of vehicles. In response to IRs from Board staff, 

Portage advised that the origin of these differentials was not clear, and was assumed to 

have been made over 10 years ago.

[28] Portage’s last application for the approval of rates for private passenger 

vehicles included an update to its territorial differentials for those vehicles. Board staff 

asked Portage to compare the motorhome differentials in this Application to its approved 

private passenger vehicle differentials to see if there was a reasonable pattern.

[29] Portage only varies its differentials for the Halifax/Dartmouth District and the 

Sydney District. These differentials result in rates for motorhomes that are less than 5% 

higher in these areas. The private passenger vehicle differentials are also higher for 

these territories, although the increase in rates is much higher for private passenger 

vehicles in these areas than for motorhomes. On this basis, Board staff recommended 

approving the use of the current motorhome differentials as proposed by Portage. The 

Board accepts this recommendation and approves the differentials for motorhomes.

Other Changes to Underwriting and Rating Rules

[30] In addition to amendments resulting from the matters already specifically 

discussed in this Decision, Portage proposed changes to its current rating rules, 

underwriting rules and other wording in its Manual. These changes included language to
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specify that requests for coverage for snow vehicles with engine sizes of 1,000 cubic 

centimeters or higher be referred to an underwriter, and language specifying that all

terrain vehicles with four seats will not be written. The Board approves these changes.

Automobile Insurance Manual

[31] Board staff have reviewed the Automobile Insurance Manual on file and 

found no instances where the Company is in violation of the Regulations. The Company 

proposed no changes to its Automobile Insurance Manual other than those necessary to 

effect the changes noted in this Decision.

IV FINDINGS

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

as well as the Rate Filing Requirements.

[33] The financial information submitted by the Company satisfies the Board, 

pursuant to Section 1551(1 )(c) of the Act, that the proposed changes are unlikely to impair 

the solvency of the Company.

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

[35] The Board approves the elimination of the $100 deductible on Collision and 

All Perils coverages for all-terrain vehicles, motorized snow vehicles, motorhomes, and 

trailers and camper units, along with the use of $250 as the new base for differentiating 

deductibles under these coverages.
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[36] The Board approves the extension of the rate group table for trailers and 

camper units from 40 rate groups to 79 rate groups, and the associated differentials for 

the new rate groups.

[37] The Board approves the use of the current territorial differentials for 

motorhomes.

[38] The Board approves the proposed changes to other underwriting and rating 

rules.

[39] The Application included full actuarial indications and a territorial analysis 

that the Board finds to be sufficient in the circumstances of this case; therefore, it qualifies 

to set the new mandatory filing date for miscellaneous vehicles for the Company to August 

1,2021.

[40] The Board approves the effective date of January 1, 2019, for new and 

renewal business.

[41] The Company is required to file an electronic version of its updated 

Automobile Insurance Manual within 30 days of the issuance of the Order in this matter.

[42] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 28th day of September, 2018.
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