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1 (9:35am.) 1 MR. DOHERTY:
2 CHAIRMAN: 2 A. Correct.
3 Q. Good morning everybody. So | think Mr. 3 JOHNSON, Q.C.:
4 Johnson, | dor’t think there’s any preliminary 4 Q. Okay. And| askedif it was important to get
5 matters, is there, that we have to attend to? 5 to the bottom of -- yesterday, | asked if it
6 MS. GLYNN: 6 was important to get to the bottom of what
7 Q. No, Mr. Chair. 7 brought about what you're perceiving to bea
8 CHAIRMAN: 8 changein 2004, and you indicated yesterday
9 Q. So, Mr. Johnson, | believe we are back to your 9 that it would be to the extent we thought
10 questions. 10 something had happened there that could be
11 MR. SHAWN DOHERTY, RESUMES STAND, CROSS-EXAMINATION BY 11 replicated sometime in the future. Y ou recall
12 THOMAS JOHNSON, Q.C. (CONT’D) 12 that?
13 JOHNSON, Q.C.: 13 MR. DOHERTY:
14 Q. Thank you. Good morning, Mr. Doherty. 14 A, Correct, yes.
15 MR. DOHERTY: 15 JOHNSON, Q.C.:
16  A. Good morning. 16 Q. Butso, but you didn't investigateit and I’'m
17 JOHNSON, QC:: 17 wondering how could you have concluded that
18 Q. You've stated repeatedly in your evidence that 18 it's not something that could happen again?
19 you should look at the entire data set that’s 19 MR. DOHERTY:
20 availabletoyou. That would be your view, 20 A. Just based on my judgment.
21 right? 21 JOHNSON, Q.C.:
22 MR.DOHERTY: 22 Q. Just based on your judgment?
23 A. That would be my preference, absolutely. 23 MR. DOHERTY:
24 JOHNSON, Q.C.: 24 A. Yes.
25 Q. Okay. But would you agreethat if you had 75 25 JOHNSON, Q.C.:
Page 2 Page 4
1 years of dataavailableto you, for example, 1 Q. Andsothat-- and soit’'snot based on any
2 the historical severity trend that occurred 2 analysis or investigation?
3 say during the 1940s would be useless in 3 MR. DOHERTY:
4 projecting the trend from * 08 to 2015. Would 4 A. Correct.
5 that befair? 5 JOHNSON, Q.C.:
6 MR.DOHERTY: 6 Q. Sothat would-- soyour judgment that it
7 A. lwouldimagine so. | haven't analysed the 7 could not be replicated is realy your
8 data. 8 suspicion?
9 JOHNSON, Q.C.: 9 MR. DOHERTY:
10 Q. So like, so this concept of using al 10 A. ltis, totheextent that welooked at the
11 available data to you, wouldn’t it be fair to 11 most -- that the subsequent eight-year period
12 say that you would have to make an actuarial 12 from 2004 to 2012 and we did test to seeif
13 judgment as to the period that you are 13 therewas indication of a changein trend
14 actually going to use? Y ou wouldn’t just make 14 during that period. We didn't see any. Now,
15 amechanical judgment that | have 50 or 60 15 looking beyond 2012 into that future period,
16 years of data and I'm just going to 16 we are assuming that the trends we identified
17 mechanically toss it al into my regression 17 for the 2004 to 2012 period will continue on
18 model? 18 and we did not look at whatever the cause was
19 MR. DOHERTY: 19 of the drop in loss cost frequency and
20 A. | wouldimaginethat’safair statement, yeah. 20 severity changein 2004, whether whatever
21 JOHNSON, Q.C.: 21 caused that is going to cause something in the
22 Q. Nowyou put a fair bit of significance on 22 future, but we don't see evidence of that
23 something happening in 2004, but you haven’t 23 repeating itself in the 2004 to 2012 period.
24 really investigated what's causing it, 24 JOHNSON, Q.C::
25 correct? 25 Q. How muchimpact, Mr. Doherty, because you
Page 1 - Page 4
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1 separate the second part of -- the second half 1 you thought that the FA’s actuary had selected
2 of 2004 and you carry on, right? 2 the severity trend from the private passenger
3 MR. DOHERTY: 3 data over, asyou put it, along period. You
4 A Yes 4 said "I think it was quite along period"”.
5 JOHNSON, Q.C.: 5 MR. DOHERTY:
6 Q. AndI'mjust wondering, how much impact would 6 A. Aslrecdl, but I’'m not absolutely certain on
7 there be if you didn’t startin the second 7 that. | apologize.
8 half of 2004 and instead you said well, let’s 8 JOHNSON, Q.C.:
9 takeit from thefirst half of 2003? Would 9 Q. Okay. Just to --if | could bring your
10 you expect there to be a significant impact 10 attention again back to the February 6th, 2013
11 from there? 11 letter. | think it was entered yesterday.
12 MR. DOHERTY: 12 MS. GLYNN:
13 A. I'd haveto measureit, but | would imagineit 13 Q. | think it was Exhibit 1.
14 would change because you are changing the data 14 JOHNSON, Q.C.:
15 that’ sincluded in that second period and the 15 Q. If youcould turnto question four. The
16 first period. 16 question is repeated by Eckler in this
17 JOHNSON, Q.C.: 17 response and it indicates "FA selectsits past
18 Q. Okay. Sowouldit beahig undertaking to 18 severity trend rate of plus 5.7 based on its
19 determine what sort of impact it would make? 19 estimate of private passenger industry
20 MR.DOHERTY: 20 experience over the 11-year period from 2001
21 A. No,you can-- wecan undertaketo choose 21 to 2011." Isthat -
22 whatever -- investigate whatever period you 22 MR. DOHERTY:
23 like. 23 A. Yeah, | seethat, yes.
24 JOHNSON, Q.C:: 24 JOHNSON, Q.C.:
25 Q. Okay. Socouldyoudo it starting thefirst 25 Q. Okay. So whenyou said that it was along
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1 half of 2003 instead? 1 period, would you consider this along period?
2 MR. DOHERTY: 2 MR. DOHERTY:
3 A. Certanly, sure, absolutely. 3 A. Yeah, the 11-year, yeah, that’salong period.
4 JOHNSON, Q.C.: 4 JOHNSON, Q.C.:
5 Q. Okay. 5 Q. Butl takeit, it goesonto indicate that
6 STAMP, Q.C.: 6 they looked at a past frequency rate of minus
7 Q. What exactly is the request, Mr. Johnson, 7 3.1 percent based on its estimate of
8 please? 8 commercia vehicleindustry experience over an
9 JOHNSON, Q.C.: 9 eight-year period from’04 to'11?
10 Q. Thereguestis that instead of starting the 10 MR. DOHERTY:
11 analysisfrom the second half of 2004 and 11  A. That'scorrect.
12 bringing it up to his conclusion date, that he 12 JOHNSON, Q.C.:
13 startsit alittle earlier, at the beginning 13 Q. Sotwodifferent periods, two different sets
14 of 20 -- beginning of 2003. 14 of data?
15 MR. DOHERTY: 15 MR. DOHERTY:
16 A. Yeah, soas| understand it, the bifurcation, 16 A. Yes, that'show hedidit, it appears, yes.
17 thefirst periodisgoing to end 2002 H2 and 17 JOHNSON, Q.C.:
18 the next period starts - 18 Q. Okay. And yesterday, | asked essentially what
19 JOHNSON, Q.C.: 19 has happened over the last year or so to go
20 Q. Right. 20 from a situation where Facility stated that
21 MR. DOHERTY: 21 the Newfoundland and Labrador commercial
22 A, -2003H1. Yeah, we can absolutely do that. 22 vehicle experience could produce "no
23 JOHNSON, Q.C.: 23 satisfactory statistically significant model”
24 Q. Yesterday during my questioning, you stated 24 for the bodily injury severity trend to this
25 that in last year's Facility’s Taxi filing, 25 point where it is now dsatisticaly
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1 significant and useable. And | wasn’t quite 1 Q. You'renot onthe Board, but you -
2 sure of what your explanation of that was. 2 MR. DOHERTY:
3 MR.DOHERTY: 3 . I’'m not on the Board of Directors.
4 A. I'mnot sure how the determination was made. 4 JOHNSON, Q.C.:
5 I’m not sureif there were capabilitiesin the 5 . I'msorry. So you have input to the Board of
6 Eckler model similar to what we have. All | 6 Directors, | takeit?
7 can speak to isthe analysisthat | completed 7 MR. DOHERTY:
8 with respect to the Facility Association. We 8 A. Aspart of management. Management makes a
9 were ableto, in our view, bifurcate the 9 recommendation. It gets taken forward by the
10 severity trend. We used the same periods for 10 president and ceo, who isadirector onthe
11 the severity asfor the frequency and based on 11 Board.
12 that bifurcation, the second period from 2004 12 JOHNSON, Q.C.:
13 H2 onward was statistically significant and it 13 Q. Okay. Soonthe management team, isthere
14 did produce a severity trend that we felt was 14 otherswith actuarial expertise other than
15 appropriate. 15 yourself?
16 JOHNSON, Q.C.: 16 MR.DOHERTY:
17 Q. Mr. Doherty, thefiling of last year, | mean, 17 A. No.
18 you, a that point, were, asyou confirmed 18 JOHNSON, Q.C.:
19 yesterday, still Facility Association’s Senior 19 Q. Okay. Soyou arethat person, okay. And so
20 Vice-President of Actuarial and Chief 20 you -- as part of your role, you would have
21 Financial Officer? 21 had a rolein approving the filing of Mr.
22 MR. DOHERTY: 22 Pelly’ swork last year, correct?
23 A. Correct. 23 MR. DOHERTY:
24 JOHNSON, Q.C.: 24  A. Of recommending theindication as accepted,
25 Q. Andyou would have been fully familiar, in 25 yes.
Page 10 Page 12
1 your role, with the filing that FA was making 1 JOHNSON, Q.C.:
2 in 2013 in this regard? 2 Q. Andrecommending that we go with the filing?
3 MR. DOHERTY: 3 MR. DOHERTY:
4 A. Tothe--1 was-- how would | describeit? 4 A. Yes
5 It wasn't my work product. | was certainly 5 JOHNSON, Q.C.:
6 aware of what the indications that came out. 6 Q. Yes. And Mr. Pelly of Eckler, hewas an
7 | was aware of the significant assumptions 7 actuary of long standing relations with
8 that went in. | can't say | wasaware of 8 Facility Association?
9 every single detail that went into that 9 MR. DOHERTY:
10 analyses, but we were relying on our external 10 A. Yes
11 provider, Mr. Pelly, for hiswork product. 11 JOHNSON, Q.C.:
12 JOHNSON, Q.C.: 12 Q. Andfor instance, would you be aware that
13 Q. Butyou and your -- because you described this 13 Facility had Mr. Pelly -- his first name
14 process by which it goes forward and then it 14 escapes me at the moment.
15 gets approval by the Board of Directors. 15 MR. DOHERTY:
16 MR. DOHERTY: 16 A. Brian.
17 A. Fortheindications, yes. 17 JOHNSON, Q.C.:
18 JOHNSON, Q.C.: 18 Q. BrianPelly. Areyou awarethat he testified
19 Q. Andl takeit the Board of Directors, you're 19 for FA in the 2002 hearing that Mr. Stamp was
20 the executive member with the actuarial 20 involved in?
21 background on the Board of Directors, | take 21 MR. DOHERTY:
22 it? 22 . | understand that to be correct, yes.
23 MR. DOHERTY: 23 JOHNSON, Q.C.:
24  A. |I'mnot on the Board of Directors. 24 Q. And you're aware that, in fact, his
25 JOHNSON, Q.C.: 25 involvement goes back even beforethe 2002
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1 hearing? 1 MR. DOHERTY:
2 MR. DOHERTY: 2 A. Yeah, so Fellows of the -
3 A | believe s, yes. 3 JOHNSON, Q.C.:
4 (9:45am.) 4 Q. Sure
5 JOHNSON, Q.C.: 5 MR. DOHERTY:
6 Q. Yes. And heplayed -- hewas your externa 6 A. Yeah. Wehave myself and one other fellow on
7 actuary, just like Ernst and Youngis your 7 staff.
8 external actuary now? Isthat - 8 JOHNSON, Q.C.:
9 MR. DOHERTY: 9 Q. Okay. Andtheoneother fellow on staff, he
10 A. Yes, with respect to pricing. There are other 10 or she?
11 actuarial services that we purchase and there 11 MR. DOHERTY:
12 are different people who do different things. 12 A. She.
13 JOHNSON, Q.C.: 13 JOHNSON, Q.C.:
14 Q. And Mr. Pelly would have done hundreds of 14 Q. Shewould have -- would they be doing the work
15 studies for Facility? 15 up on some of this before it getsto you or do
16 MR. DOHERTY: 16 you play an equal rolein that regard?
17 A. | would say that’s accurate, yes. 17 MR. DOHERTY:
18 JOHNSON, Q.C.: 18 A. Thereare analystsbelow the actuarial level
19 Q. And you stated yesterday that Facility 19 that areresponsible for pulling together
20 Association does something in the 20 certain amounts of information. There are
21 neighbourhood of 20 or 25 rate level 21 specialistswho deal with valuation who do
22 indications per month over asix-month period? |22 partsof it. So, intermsof the valuation
23 MR. DOHERTY: 23 result, it'sa different team that does the
24  A. Correct. 24 valuation. Theresultsof the valuation get
25 JOHNSON, Q.C.: 25 through the process and get signed off by our

Page 14 Page 16

1 Q. Sotheapplication that we are seeing before 1 appointed actuary. So our appointed actuary
2 usin this proceeding, that would have been 2 takes responsibility for those. Becausel'm

3 one of 20 or 25 in the run of amonth? 3 aware of the process, | can -- I'm comfortable
4 MR. DOHERTY: 4 relying on thework that comes out of the

5 A. Withrespect to Newfoundland, probably not 25 5 valuation process. The trend analysis process
6 with respect to Newfoundland because we do 6 is typically done both withthe valuation

7 individual and fleet rated business on a 7 people and the pricing people with the process
8 combined basis. Injurisdictions where our 8 that | described before. With respect to the

9 fleets-- our ratesare not regulated, we 9 indications then, we bring results from the
10 bifurcate the experience into individual and 10 valuation. We bring resultsfrom the trend
11 fleet and we analyze them differently. Soll 11 analysis. We have a person whosejob itisto
12 think in Newfoundland, we would have only 12 reconcile and make sure the datais good. And
13 |looked at the classes. | think there would 13 then we do have then the other actuary, the
14 have been 20. 14 other fellow, Liging. She prepares the

15 JOHNSON, Q.C.: 15 initial indication work and then | review with
16 Q. Soaround 20 or s0? 16 her what the work is, test the assumptions,
17 MR. DOHERTY: 17 and then | will make some sensitivity tests
18 A. Yeah 18 done and then | will complete it and sign off
19 JOHNSON, Q.C.: 19 onit.

20 Q. Okay. Andhow many actuaries doyou have |20 JOHNSON, Q.C.

21 internally? 21 Q. Andsoonal of thesefilingsthat get made,
22 MR. DOHERTY: 22 you're the one who signs the actuaria

23 A. Fellows? 23 certification?

24 JOHNSON, Q.C.: 24 MR. DOHERTY:

25 Q. Actuaries. 25  A. Atthecurrent time, yes.

Page 13 - Page 16
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1 JOHNSON, Q.C.: 1 MR. DOHERTY:

2 Q. Atthecurrent time. 2 A. Theerror wasnotin thetrend model. The

3 MR. DOHERTY: 3 error was in the indication model.

4 A. Yes 4 JOHNSON, Q.C.:

5 JOHNSON, Q.C.: 5 Q. Okay. What wasthe major error?

6 Q. Okay. Andyou spokeyesterday during your 6 MR. DOHERTY:

7 direct testimony that your report contained an 7 A. Theeror waswithrespect tol believeit's

8 error in relation to the calculation of the 8 Exhibit G1 wherethefinal determination of

9 complement of credibility. 9 fixed expenses for third party liability is
10 MR. DOHERTY: 10 determined. In the Exhibit, the layout isto
11 A. Correct. 11 present the results on the basis of 100. So
12 JOHNSON, Q.C.: 12 if you were saying six percent, it would show
13 Q. Andthat error got picked up through the RFI 13 the number six as opposed to .06, which isthe
14 process in this proceeding? 14 percentage. But on the bottom part when an
15 MR. DOHERTY: 15 additional piece was added, instead of using
16 A. Yes 16 that format of saying six representing six
17 JOHNSON, Q.C.: 17 percent, the format was a percentage, so that
18 Q. AndI think, for the record, the mistake was 18 instead of six it said .06. It showed asa
19 detailed in reply to CA-FA-01. 19 percentage. It wasn't picked up. When it got
20 MR. DOHERTY: 20 taken forward to the C1 Exhibit rather than
21 A. Correct. 21 showing six divided by 100, which gets you to
22 JOHNSON, Q.C.: 22 six percent, it was .06 divided by 100 and so
23 Q. What was the impact of that error on the rate 23 the result was that it understated the fixed
24 indication? 24 expense percentage.
25 MR. DOHERTY: 25 JOHNSON, Q.C.:

Page 18 Page 20

1 A. Itreducesthe complement loss ratio position. 1 Q. How wasthismagjor error discovered?

2 It dropped it down. So, it reduced the -- it 2 MR. DOHERTY:

3 ended up reducing the indication. 3 A It wasdiscovered through review with the

4 JOHNSON, Q.C.: 4 filing process.

5 Q. By about seven percent? 5 JOHNSON, Q.C.:

6 MR. DOHERTY: 6 Q. Atthe NovaScotiaBoard?

7 A. | believe so. | can’t remember off the top of 7 MR. DOHERTY:

8 my head, but that sounds about right. 8 A. That'scorrect.

9 JOHNSON, Q.C.: 9 JOHNSON, Q.C.:
10 Q. Okay. And now the new trending model that we |10 Q. Okay. So it'snot something that obviously
11 spoke of a bit briefly yesterday, you 11 you folks had seen prior. Inrelation to the
12 indicated that it was used in Nova Scotiafor 12 return on investment, what isthe return on
13 both the recent private passenger and 13 investment rate that is in Facility
14 miscellaneous vehicle filings? 14 Association’s currently approved taxi ratesin
15 MR. DOHERTY: 15 this province?
16  A. Correct. 16 MR. DOHERTY:
17 JOHNSON, Q.C.: 17 A. I'mnot sure.
18 Q. And I understand in recently reading the Nova 18 JOHNSON, Q.C.:
19 Scotia Board's October 23rd order that we 19 Q. Okay. Could you find out for us?
20 referred to yesterday that after Facility 20 MR. DOHERTY:
21 Association filed these applications a quote, 21 A. lcould. I'dhaveto --1 think | have to
22 to use the Board’ s terminology, a major error 22 understand the question a bit better. I'm not
23 was discovered inthemodd that calculated 23 sure what I’'m trying to find out.
24 the indications for private passenger 24 JOHNSON, Q.C.:
25 vehicles. 25 Q. What'sthe return of investment provision that
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1 you're allowed in your currently approved taxi 1 MR. DOHERTY:

2 rates? 2 A Yeah. Just to clarify, soif you write

3 MR. DOHERTY: 3 automobile -- well, if you have alicense for

4  A. Okay, thank you. Appreciateit. 4 automobile insurance in Newfoundland, you are
5 JOHNSON, Q.C.: 5 amember of the Facility Association.

6 Q. Okay. Do you understand that now? 6 JOHNSON, Q.C.:

7 MR. DOHERTY: 7 Q. Right.

8 A. Yes |do. 8 MR. DOHERTY:

9 JOHNSON, Q.C.: 9 A. We share the results of the Facility

10 Q. Do you know the answer? 10 Association with members based on a share
11 MR. DOHERTY: 11 ratio that's determined specifically for

12 A. No, | don't. 12 Newfoundland based by accident year, split
13 JOHNSON, Q.C.: 13 between private passenger and non-private
14 Q. Do you know what return of investment has been 14 passenger. The shareratio isloosely based
15 approved for inclusion in Facility's 15 on market share, but there’ s some adjustments
16 miscellaneous and private passenger ratesin 16 for some credits, if that helps, | guess.

17 Nova Scotiaarising from the recent Board 17 JOHNSON, Q.C.:

18 ordersin that province? 18 Q. Butl guessthe point | was getting at is that

19 MR. DOHERTY: 19 insurerswho write businessfor Facility in
20 A. ldon'twant toguess. | wouldwant togo 20 Nova Scotia are no different from insurers who
21 back and take alook. 21 write business for Facility in Newfoundland
22 JOHNSON, Q.C:: 22 and Labrador as regards their ability to take
23 Q. Okay. You can advise of what the Board 23 the premium revenue and invest it in a manner
24 approved in both of those September and 24 that they deem appropriate?
25 October ordersin that regard? 25 MR. DOHERTY:

Page 22 Page 24

1 MR. DOHERTY: 1 A. Yeah, the premium revenue less any expenses.
2 A. For Nova Scotia? 2 They hold that cash until we need it,

3 JOHNSON, Q.C.: 3 absolutely.

4 Q. For NovaScotia, the return on investment 4 JOHNSON, Q.C.:

5 provision. 5 Q. Okay. As regards the territorial

6 MR. DOHERTY: 6 differentiation issue, asyou're aware there

7 A. Yeah, absolutely. Absolutely, yes. 7 are four territories in Newfoundland and

8 JOHNSON, Q.C.: 8 Labrador operating.

9 Q. Okay. Doyou recall what return of investment 9 MR. DOHERTY:

10 the Facility Association submitted for 10 A. Correct.

11 approval to Nova Scotia, to the Nova Scotia 11 JOHNSON, Q.C.:

12 Board? 12 Q. There's territory 004 which isthe Avalon
13 MR. DOHERTY: 13 Peninsula; territory No. 7 which is-- what |

14  A. Notexactly. Itwould have been similar to 14 should really say isterritory No.5, 005

15 what we see here. 15 first, or second, being Bonavista and Burin;
16 JOHNSON, Q.C.: 16 and then territory 7 being therest of the

17 Q. Could you advise uson that? 17 island and territory 006 being Labrador. Is
18 MR. DOHERTY: 18 that your understanding?

19 A. Absolutely, yes. 19 MR. DOHERTY:

20 JOHNSON, Q.C.: 20 A. Absolutely, yes.

21 Q. Andsimilar to -- you indicated that insurers 21 JOHNSON, Q.C.:

22 who are, | guess, who write business through 22 Q. Theevidence that hasbeen adducedin the
23 Facility, the insurers have aright to invest 23 request for information process demonstrates
24 the money anyway they feel, | think you put it 24 that both Labrador and the Bonavista Burin
25 yesterday? 25 territories have much lower reported pure loss
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1 ratios than either the Avalon Peninsula or the 1 and 06 and 04 and 07, and you indicated or

2 rest of theisland territories. 2 Facility indicated that it currently does not

3 MR. DOHERTY: 3 differentiate base rates for third party

4 A. Correct. 4 liability but would not be opposed to it.

5 JOHNSON, Q.C.: 5 MR. DOHERTY:

6 Q. And perhapswe could bring up that request for 6 A. Correct.

7 information. | think it'sPUB-FA-16 if I'm 7 (10:00 am.)

8 not mistaken. No, | don't think that’sthe 8 JOHNSON, Q.C.:

9 right one. 9 Q. Andyou pointed out that such a change would
10 MR. DOHERTY: 10 require additional implementation effort at
11 A. Youhad theright one. That was theright 11 the servicing carriers with respect to
12 one. 12 modifying and testing algorithms, | take it?

13 JOHNSON, Q.C.: 13 MR. DOHERTY:

14 Q. Yeah, 16isthecorrect one. I'm sorry. 14 A. Yes

15 MR. DOHERTY: 15 JOHNSON, Q.C.:

16 A. Sorry, yeah, | wasjust mentioningit. Yeah, 16 Q. Andinyour view, dowe have enough datato

17 thisisthe one. 17 say that there should be a distinction madein

18 JOHNSON, Q.C.: 18 these territories?

19 Q. Andl understand that from this response we 19 MR. DOHERTY:

20 can determine that the five-year average 20 A. It's a chalenge because the -- and I'm

21 reported pure lossratio for taxi businessin 21 looking at all coverages, including the

22 Bonavista and Labrador are 39 percent and 43 22 physical damage. Territory 05 over that five-

23 percent respectively. 23 year period, there' s 43 recorded claims. In

24 MR. DOHERTY: 24 06, there's 34. So, you know, aswe talk

25 A. | don'tthink the percentagesare showing 25 about the credibility standard, depending on
Page 26 Page 28

1 here. So you're looking at the five-year? 1 what credibility standard you have, it's a

2 JOHNSON, Q.C.: 2 challenge to recognize something through that

3 Q. Yeah. Actudly, it might be of usetoturnto 3 process that aswe look at the data seemsto

4 the preamble of PUB-FA-18. In this question, 4 jump out at us. We would certainly be willing

5 it statesthat "in responseto PUB-FA-16, 5 to go through that exercise, absolutely.

6 Facility Association indicates that the five- 6 JOHNSON, Q.C.:

7 year average reported pure lossratio for taxi 7 Q. If youweretrying to -- what sort of analysis

8 businessin statistical territory codes 05 and 8 would you go through to be confident that you

9 06, which would be Bonavistaand Burin and 9 would be -- that you should be drawing
10 L abrador respectively, is39 percent and 43 10 distinctions? Because | think like in
11 percent. It also indicates that the five-year 11 Labrador, | think there’'s 30 insured taxis, if
12 average reported pure loss ratio for taxi 12 I’'m not mistaken, something, avery small
13 businessin statistical territory codes 004 13 number.

14 and 007, which would be Avalon and therest of |14 MR. DOHERTY:

15 island respectively, is 232 percent and 182 15 A. | would imaginethereis.

16 percent respectively." 16 JOHNSON, Q.C.:

17 MR. DOHERTY: 17 Q. And could you give us some insight as to what

18 A. I'm sorry, | just havedightly different 18 sort of process that would entail ?

19 percentages but those are close enough. 19 MR. DOHERTY:

20 JOHNSON, Q.C.: 20 A. It'supto the particular analyst. Y ou choose

21 Q. Okay, close enough for present purposes. And 21 atime period, either three or five years.

22 | understand that inthis reply, you were 22 Typically when we're looking at indications at

23 asked by the Board what consideration has or 23 adifferential level, we will either use three

24 will Facility giveto establishing a separate 24 or five years. We would typically use

25 baserate for statistical territory codes 05 25 industry as opposed to our own, but in these
Page 25 - Page 28

Discoveries Unlimited Inc., Ph: (709)437-5028



November 7, 2014

Multi-Page™

Verbatim Court Reporters

Page 29 Page 31
1 cases, we would start with the position that 1 again, wetry to use fiveyears for the
2 therelativities -- much like we do with the 2 overall indication because wethink that's
3 rest of it, wewould start with -- our 3 perhaps more reflective and there could have
4 underlying assumption is that the relativities 4 been things that were happening in the past
5 are appropriate and then we're looking at the 5 that aren’t -- we haven’t adjusted for it
6 experience to seewhat is the experience 6 properly somehow, which iswhy we tend to use
7 telling us that they’re not and then 7 amore recent period. It’sjust more comfort
8 credibility weight the two of them. Much like 8 that it’s more reflective of what's going on.
9 what we're doing hereif you assume that our 9 For something like this, if you assume that
10 underlying rates are adequate. So it'sthe 10 any underlying change that has occurred with
11 same sort of approach. And like | said, we'd 11 respect totaxis has appliedto taxis in
12 be certainly willing to do that. The 12 Newfoundland no matter where they are, then |
13 challenge again is that there’ s so few claims 13 think you can make acase for "l can usea
14 through that process. If we're using 5410 or 14 longer period for the purposes of this." If
15 3246, whatever we're using for third party 15 you use a longer period, say ten accident
16 liability or the other coverages, because 16 years, you have more claims, more credibility.
17 there'sso few claimsthe experience itself 17 So there are different ways we could go about
18 doesn’'t get much weight. You can use 18 that to try and be able to offer that
19 aternate credibility methodologies which we 19 differentiation to the extent that we, you
20 currently don't use. We use one approach 20 know, feel comfortable it makes sense.
21 across al jurisdictionsfor al of our work 21 JOHNSON, Q.C.:
22 effort, but you can convert those claim count 22 Q. Likedoyou know in Nova Scotia, for instance,
23 type measures to an exposure measure that to 23 whether they draw distinctions between like
24 the extent that thereis no claims but you can 24 Cape Breton, Halifax or -
25 expect that there would have been claims, 25 MR. DOHERTY:
Page 30 Page 32
1 they’ve just been lucky kind of thing, you can 1 A. Asfaras!’maware, currently | don’t believe
2 give weight to something that doesn’t have any 2 that our taxis differentiate territory
3 clams. It's a different credibility 3 anywhere. I’'m not absolutely certain, but
4 approach, but it's one that you might take. 4 that’ s my understanding right now, but we can
5 There are various things we could do and it 5 certainly find out if thereare any rate
6 gets down to -- part of it is actuarial, doing 6 distinctionsin any one of our jurisdictions
7 the strict numbers. The other part is 7 currently, if you would like.
8 ultimate management’s decisions on how they 8 JOHNSON, Q.C.:
9 want to distribute the cost and gather the 9 Q. Yeah, | thinkit would be useful to have.
10 premiums based on the results. Without doing 10 Okay. Canl turnto thetopic of expense
11 the analysis, | can’t really say, but just 11 provision, Mr. Doherty? Oliver Wyman, as
12 looking briefly at the number of claim counts, 12 you're aware, has noted in their report that
13 it would be a rea challenge using the 13 Facility Association’s contractual arrangement
14 approach that we currently use to be ableto 14 with its servicing carriers allows for aten
15 meaningfully bifurcate the experience and move |15 percent variable expense provision for
16 it away from the assumption that one base rate 16 underwriting and processing.
17 is applicable to all four territories, 17 MR. DOHERTY:
18 notwithstanding it really looks like it's 18 A. Yes, | believeit' s blended nine and one, but
19 different. 19 yes, ten percent, yeah, yeah.
20 JOHNSON, Q.C.: 20 JOHNSON, Q.C.:
21 Q. Yeah. 21 Q. Nineand one, okay. And they’ve pointed out
22 MR. DOHERTY: 22 in their report that if Facility Association’s
23 A. Wecould certainly -- | mean, you could even 23 current average premium for third party
24 use ten-year period. | mean, there’s other 24 liability, accident benefits, et cetera, of
25 ways around that aswell as tryingto -- 25 around $2900 increases as proposed to about
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1 $4600, the servicing carriers will receive an 1 Does that -
2 increase on average of about $170 from 292 to 2 MR. DOHERTY:
3 463 per taxi for underwriting and processing. 3 A. Based on the compensation, it’s reason -
4 You're aware of where they mention that in 4 JOHNSON, Q.C.:
5 their report or you' re aware of the fact that 5 Q. Yesh, but | know it's based on the
6 they raised it? 6 compensation. That's what happens. But do
7 MR. DOHERTY: 7 you have acomment on, you know, whether -- do
8 A. Yes, I'mabsolutely aware that they raised it, 8 you have any concerns about the fairness and
9 yes. 9 reasonableness of that being the outcome of
10 JOHNSON, Q.C.: 10 that methodology?
11 Q. Andthey suggest intheir report that the 11 MR. DOHERTY:
12 Board may wish to confirm thereasonableness |12 A. No different than with premiumtax. The
13 of these amounts? 13 Government of Newfoundland, when weincrease
14 MR. DOHERTY: 14 our rates, they get three percent of whatever
15 A. | dorecdl that in the report, yes. 15 we charge. So | see no difference between the
16 JOHNSON, Q.C.: 16 Government receiving an additional however
17 Q. Andisit reasonable, Mr. Doherty, to accept 17 many dollars itis because we ve increased
18 the proposition that a servicing carrier 18 rates and they're getting three percent of
19 should be entitled to receive more for 19 that than the servicing carriers. And | think
20 underwriting and processing just because of a 20 over timewhen you go back and look at,
21 premium increase? |Is that a reasonable 21 negotiate with the servicing carriers on their
22 proposition to accept? 22 compensation, you may change the overall
23 MR. DOHERTY: 23 percentage based on whatever their current
24  A. Based on the compensation arrangement we have |24 requirements are. But wedon’'t do that ona
25 with them, which removesthe requirement to 25 six-month or annual basis or anything like
Page 34 Page 36
1 track individual work effort for individual 1 that. So again, with respect to the
2 transactions and take into account all their 2 compensation program we have in place, | think
3 fixed costs across the entire country that we 3 it's reasonable.
4 operatein, rather than having to do that, 4 JOHNSON, Q.C.:
5 much like the Ministry of Health, rather than 5 Q. Wdll, likel guessfirst of al, do you think
6 collecting back money on asubrogation on 6 that we should be concerning ourselves with
7 individual claims, they instead look at it 7 whether or not the formulais producing afair
8 globally and say "we need this amount of 8 and reasonable result in terms of the amount
9 money, so here'show we'regoingto charge 9 that a service carrier is getting for
10 it." That's, | believe, the basis for the 10 underwriting and processing?
11 decisionto do compensation onthis basis, 11 MR. DOHERTY:
12 much like with a brokerage. 12 A. | believe that’s under the purview of the
13 JOHNSON, Q.C.: 13 Superintendent of Insurance in Newfoundland.
14 Q. Sol takeyour pointthat administratively 14 They approvethe Plan of Operation, soit’s
15 itseaser andit’s, you know, here’s the 15 certainly within their right to question that.
16 rule, here' sthe formula 16 JOHNSON, Q.C.:
17 MR. DOHERTY: 17 Q. Butis ita concernof usinthis hearing
18 A. Correct. 18 about the fairness and appropriateness of it?
19 JOHNSON, Q.C.: 19 MR. DOHERTY:
20 Q. Butwhat I’'m getting at is doesit, | guess, 20 A. That'sfor the PUB to decide.
21 cause -- isit rational, for want of another 21 JOHNSON, Q.C.:
22 way of putting it, to expect that because the 22 Q. Waell, thisformula, | guess, ismeant to be a
23 premium goes up your take or the amount you're |23 proxy for fair and reasonable compensation for
24 getting for the underwriting processing work 24 underwriting and processing?
25 should just march right along up with it? 25 MR. DOHERTY:
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1 A. | think that'safair statement, yes. 1 respond to our audits. We have information
2 JOHNSON, Q.C.: 2 requests that we have for them. They haveto
3 Q. Sowouldyou agreethat in order for someone 3 report their information into IBC. They have
4 to be confident that the proxy is producing 4 to do reconciliations. There'salot of that
5 fair and reasonable results, would you agree 5 work effort that’sinvolved in it.
6 that we would need to know the actual expenses 6 JOHNSON, Q.C.:
7 incurred by the servicing carriersin the 7 Q. Soisit actually written down somewhere that
8 processing and underwriting of taxis? 8 this formula is meant to compensate or
9 MR. DOHERTY: 9 reimburse, if you will, the servicing carriers
10 A. That would certainly be one way of looking at 10 for al these categories of expenses?
11 it, absolutely, and the capital cost 11 MR. DOHERTY:
12 associated with providing the infrastructure 12 A. It'slaid out in the Plan of Operation, yes.
13 to support that, absolutely. 13 JOHNSON, Q.C.:
14 JOHNSON, Q.C.: 14 Q. It's laid out in the plan. Would you
15 Q. Youcannot, | takeit, point to, and | think 15 undertaking to file a copy of that plan?
16 thisis borne out through the RFI process, but 16 MR. DOHERTY:
17 you cannot point to any evidence that would 17 A. Absolutely, yes.
18 suggest that the cost of underwriting and 18 STAMP, Q.C.:
19 processing a policy will increase, you know, 19 Q. lsn'ttheplan already -
20 170 or 180 dollarsjust - 20 MR. DOHERTY:
21 MR. DOHERTY: 21 A. It'spublicly available. It's on our website,
22 A. Based onindividual transactions, no, | can’t 22 but I'm more than happy to -
23 say that. 23 JOHNSON, Q.C.:
24 JOHNSON, Q.C.: 24 Q. Just for the purpose of this proceeding seeing
25 Q. No. Youindicated or Facility indicated that 25 we'rereferring to it.
Page 38 Page 40
1 its understanding in reply to a question that 1 MR. DOHERTY:
2 the Board asked in PUB-FAS, that it was 2 A. Sure, absolutely.
3 Facility’ sunderstanding that thelevel is 3 JOHNSON, Q.C.:
4 estimated so asto providefor the overall 4 Q. Andyouindicate that the costs are - that the
5 costs incurred by servicing carriers and 5 level isestimated so asto provide for the
6 measured or considered over the longer term? 6 overal cost incurred and measured or
7 MR. DOHERTY: 7 considered over the longer term. What do you
8 A. Yes. 8 mean by that, "measured or considered over the
9 JOHNSON, Q.C.: 9 longer term"? It sounded to meto be alittle
10 Q. And sowhen you're speaking about overall 10 amorphous.
11 costs there, are you talking about costs other 11 MR. DOHERTY:
12 than processing and underwriting? 12 A. Yeah,it'snot - you know, we don’t review the
13 MR. DOHERTY: 13 arrangement or the cost on aquarterly or
14 A Yes 14 annual basis. I’m not absolutely certain when
15 JOHNSON, Q.C.: 15 the last time they did acomplete review of
16 Q. Okay, sothat formulais meant to pick up what 16 it.
17 other sorts of costs besides underwriting and 17 JOHNSON, Q.C.:
18 processing? 18 Q. Okay. Doyouknow -you're not completely
19 MR. DOHERTY: 19 certain whether they’ ve done - the last time
20 A. Your infrastructure and capital costs 20 they’ ve done a complete review of it, but do
21 associated with building the infrastructure, 21 you know whether the formulahas ever been
22 IT, the reporting requirements, managing the 22 assessed or considered for reasonabl eness?
23 business, capturing information to provide to 23 MR. DOHERTY:
24 us. There are auditsthat we do on their 24 A. Yes, and it's presented in the Plan of
25 business. They need to pay for their people to 25 Operation. There was a recent change, and by
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1 recent, | can't recall exactly when it 1 JOHNSON, Q.C.:

2 occurred. The changes were approved by the 2 Q. AndI takeit that the risk would be generally

3 Superintendents of different jurisdictions at 3 considered to be lesser in the case of

4 different points intime. The most recent 4 somebody who actually ownsthe vehicle that

5 change that was proposed was not approved for 5 they’re operating?

6 changein Alberta, and not approved for change 6 MR. DOHERTY:

7 in Newfoundland, sothe most recent change 7 A. | think that would make sense, yes.

8 that occurred in other jurisdictions was not 8 JOHNSON, Q.C.:

9 updated for either of those last two 9 Q. And would that be an observation that's
10 jurisdictions, but again it’slaid out in the 10 generally accepted in the auto insurance
11 Plan of Operation. 11 world?

12 JOHNSON, Q.C.: 12 MR. DOHERTY:

13 Q. Okay. There sacouple of rule changes that 13 A. | can't speak for the auto, but it does make

14 Facility is bringing forward here that | want 14 sense, | would say.

15 toask you about. Oneis the owner/driver 15 JOHNSON, Q.C.:

16 taxi discount, and as | understand it, drivers 16 Q. Okay.

17 who aso happen to be owners of their vehicle 17 MR. DOHERTY:

18 are entitled to adiscount presently, would 18 A. Tome, anyway, personaly.

19 that be right? 19 JOHNSON, Q.C.:

20 MR. DOHERTY: 20 Q. Okay, and as | understand it, therationale

21 A. That’'smy understanding, yes. 21 that’ s being put forward by Facility for this

22 JOHNSON, Q.C.: 22 changeisthat Facility, and this comesfrom

23 Q. And Facility’s proposal isto eliminate the 23 your materials, your memorandum, that the

24 discounting of premiums for owner driven 24 rationale is that Facility Association isthe

25 taxis? 25 market of last resort, and, therefore, not
Page 42 Page 44

1 MR. DOHERTY: 1 wanting - we're not wanting to attract

2 A. | believeso, yes. 2 business?

3 JOHNSON, Q.C:: 3 MR. DOHERTY:

4 Q. Andhow long hasthe existing rule beenin 4 A. Correct.

5 place, Mr. Doherty? 5 JOHNSON, Q.C.:

6 MR. DOHERTY: 6 Q. Isthat asufficient rationaleto do away with

7 A. | don't know. 7 aconsideration that has merit from a risk

8 JOHNSON, Q.C.: 8 perspective?

9 Q. Okay, and do you know how many policy holders 9 MR. DOHERTY:

10 thiswill impact? 10 A. lcan't speak specifically to therationale

11 MR. DOHERTY: 11 because I'm more on the numbers side than the
12 A. | donot know. 12 underwriting rule side, but as | understand

13 JOHNSON, Q.C.: 13 it, it's more that presenting thingsas a

14 Q. And do you know what sort of premium 14 discount we don’t think is the tone we would
15 differenceit will be- there'sa 10 percent 15 want to set. It would be better to surcharge

16 discount, | think, that applies right now. 16 people who are not owners than to give owners
17 MR. DOHERTY: 17 adiscount. It's semantics more than anything
18 A. Okay, | don't know exactly what the discount 18 else, but from our perspective giving

19 is. 19 discounts seem to be counterintuitive. You
20 JOHNSON, Q.C:: 20 would usualy usediscounts as a way of

21 Q. Okay. Isn't thereabasis to differentiate 21 marketing so that you can attract business

22 between vehicles that are owner driven versus 22 that you want by offering them discounts, but
23 employee driven from arisk perspective? 23 it amounts to the same thing. | don’t recall,

24 MR.DOHERTY: 24 though, that we're actually proposing to put a
25 A. | believeit would make sense, yes. 25 surcharge on non-owners.
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1 JOHNSON, Q.C.: 1 JOHNSON, Q.C.:
2 Q. No, you are not doing that. What you' re doing 2 Q. Doyoufollow meso -
3 iseliminating - 3 MR. DOHERTY:
4 MR. DOHERTY: 4 A. That'smy understanding, yeah.
5 A. Thediscount. 5 JOHNSON, Q.C.:
6 JOHNSON, Q.C.: 6 Q. So,ltakeit, that if you were using a car or
7 Q. Thediscount, and it just - when| read the 7 avehicle 65 percent of the time for taxi, and
8 rationale was stated that FA is the market of 8 35 percent for personal, it would be applied
9 |ast resort, and, therefore, we don’t want to 9 the taxi rate because of the predominance of
10 be attracting business, it just seemed to me 10 the taxi use?
11 to be abit divorced from the idea that there 11 MR. DOHERTY:
12 should be taken on board what’s the overall 12 A. That's my understanding, yes.
13 risk concept. 13 JOHNSON, Q.C.:
14 MR. DOHERTY: 14 Q. Andas | understandit, the proposal that
15 A. That makes sense, yeah. 15 Facility is putting forward isthat if the
16 JOHNSON, Q.C.: 16 vehicle is used for more than one purpose, the
17 Q. Okay. | guess, let’s put it thisway, should 17 highest rated class based on premium must be
18 Facility be looking for thingsinits rate 18 used regardless of the percentage of exposure.
19 application, either by way of rate indications 19 So as | understand that concept, if a car was
20 or rule changes, that are meant to make you 20 used as ataxi for 25 percent of the time and
21 ook unattractive to the market? | mean, is 21 75 percent of thetime for personal use, it
22 that a viable consideration? 22 gets rated to the classwith the highest
23 MR. DOHERTY: 23 premium?
24  A. Absolutely, that’sour mission. Our mission 24 MR. DOHERTY:
25 is to have aslow a market presence as 25 A. Correct.
Page 46 Page 48
1 possible and we focus on efforts to help 1 JOHNSON, Q.C.:
2 depopulate the Facility Association because we 2 Q. Andwouldyou characterizethat as afairly
3 would prefer that the policy holders find a 3 significant rule change?
4 company within the regular voluntary market to 4 MR. DOHERTY:
5 write the business because they want that 5 A. Potentialy. If somebody is below 50 percent,
6 business, and so we directly try to stay out 6 they’ re impacted by this. If their taxi usage
7 of the way of the voluntary market so they can 7 is about 50 percent, they’re not.
8 write that business. 8 JOHNSON, Q.C.:
9 JOHNSON, Q.C.: 9 Q. Andagain doyouknow how long the present
10 Q. So that’syour position evenif it means 10 rule has been in place?
11 putting forward arule change that’s not 11 MR. DOHERTY:
12 really responsive or reflective of therisk 12 A. | donot.
13 situation? 13 JOHNSON, Q.C.:
14 MR. DOHERTY: 14 Q. Okay. Actualy, could you find out for us how
15 A. Wetry asbest aswe can to ensure that we're 15 long both of these present rules have beenin
16 differentiating where we can. 16 place in Newfoundland and L abrador?
17 JOHNSON, Q.C.: 17 MR.DOHERTY:
18 Q. There's another rating change that you're 18 A. Yes.
19 putting forward that deals with rating for 19 JOHNSON, Q.C.:
20 more than one use, and as | understand it now, 20 Q. Soyoudon't know how many policy holders this
21 if avehicleisbeing used for more than one 21 will affect or what the impact will be?
22 purpose, the rate for the use goes to the use 22 MR.DOHERTY:
23 that has the highest percentage of exposure. 23 A. I donot.
24 MR. DOHERTY: 24 JOHNSON, Q.C::

25

A. Okay.

25 Q. And, | takeit, that it's understood - | think
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1 Oliver Wyman indicates that some of your rule 1 MR. DOHERTY:

2 changesthat have premium impacts have not 2 A Yes

3 been elaborated uponin termsof financial 3 CHAIRMAN:

4 impact? 4 Q. Okay.

5 MR. DOHERTY: 5 JOHNSON, Q.C.:

6 A. Correct. 6 Q. | guessyou investigate when--you investigate
7 JOHNSON, Q.C.: 7 if an accident happens, what the vehicleis
8 Q. Whatis -if we usethe example of a taxi 8 being used for at the time, | take it?

9 being used or a vehicle being used 25 percent 9 MR. DOHERTY:

10 of the time for taxiing, and 75 percent of the 10 A. | presume.

11 time for personal use, what would be the 11 CHAIRMAN:

12 rationale for doing that in terms of the rate 12 Q. Wdlyoud havetodo that, that standsto
13 differential with the change that you're 13 reason, wouldn’t you?

14 looking to implement? 14 MR. DOHERTY:

15 MR. DOHERTY: 15 A. Yeah. | mean, the accident is covered under
16 A. I'mgoing to go after the top of my head here, 16 the policy if, you know, if it’s underwritten
17 and | apologizefor that, but if | recall 17 and they determine right now that the vehicle
18 correctly, the frequency of claimsfor taxis 18 isused 25 percent of the time and under the
19 relative to the frequency of claims for 19 current rulesit’ s rated as private passenger.
20 Facility Association commercial vehicles in 20 If you get involved in an accident, you got
21 Newfoundland is something in the neighbourhood |21 involved in an accident, the policy coversit,
22 of three times. That is for commercial 22 whether it was your private use or use asa
23 vehicles, if you'reinvolvedin an accident 23 taxi, the policy doesn’t differentiate.
24 once ayear, ataxi would beinvolved inan 24 CHAIRMAN:
25 accident three times in that same period. So 25 Q. Yeah, there' sno distinction isthere.

Page 50 Page 52

1 just based onthat relativity as against 1 JOHNSON, Q.C::

2 commercial, | believe that it’s reasonable to 2 Q. So,| guesswe don’'t know how many policy

3 assume that even if you're 25 percent taxi, 3 holdersthisis going to impact or what the

4 you're still more likely, even with that 25 4 impact will be?

5 percent, to get involved in an accident than 5 MR. DOHERTY:

6 if it was a commercial vehicle. Now, 6 A. |donotknow that, no.

7 obviously we're talking about private 7 JOHNSON, QC.:

8 passenger verses commercial, | don’t know off 8 Q. Is thisa rulechange that's in place in

9 thetop of my head what therdativity is 9 other--or isthis proposed rule, is thisin

10 between Facility Association, private 10 placein other jurisdictions or -

11 passenger claim’sfrequency and taxi, but we 11 MR.DOHERTY:

12 can certainly look into that. But off the top 12 A. | understand so, but I’'m not absolutely

13 of my head, | don’'t see any issuewith it 13 certain. | believeso though. We can

14 because thereis such a variance between the 14 certainly undertake to determine that for you.

15 propensity to get involved in accidents 15 JOHNSON, QC::

16 because of the nature of the taxi business. 16 Q. Okay,thank you. Those aremy questions.

17 CHAIRMAN: 17 Thank you very much, Mr. Doherty.

18 Q. How do you determine, you know, private 18 MR. DOHERTY:

19 driving and taxiing, how do you determine - 19 A. You'rewelcome, thank you.
20 MR. DOHERTY: 20 CHAIRMAN:
21  A. Weask. 21 Q. | believe, madam, you're next.
22 CHAIRMAN: 22 (10:30P.M.)
23 Q. So it'sjust a word--onyour honour, I'm 23 MR. SHAWN DOHERTY, CROSS-EXAMINATION BY MS. JACQUI GLYNN
24 driving 200,000 milesa year and 50,000 is 24 MS.GLYNN:
25 private and 150 is - 25 Q. It isme, can we just takea couple of
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1 seconds, we were just going to change spots 1 first, management asked us to, instead of
2 here for the mic. Sorry for that, we thought 2 using the 1.14 percent discount rate that we
3 we might do that at the break, so my 3 did in thisindication, they asked usto do it
4 apologies. Good morning, Mr. Doherty. 4 based on a 2.4, which | believe is the minimum
5 MR. DOHERTY: 5 of the guideline benchmark return on
6 A. Good morning. 6 investment. That calculation was presented
7 MS. GLYNN: 7 and | believe itwascalled | C1. | don't
8 Q. Wearereaching the end. | think I’m probably 8 have that in front of me, so I’m not sure what
9 going to be about an hour, hour and a half 9 that level was, but it wasbelow the 75.4.
10 with you. 10 And management determined that they wanted to
11 MR. DOHERTY: 11 cap theincrease to reduce the year on year
12 A. That'sfine. 12 burden that would imply to alow the taxi
13 MS. GLYNN: 13 industry time to adjust their revenue
14 Q. Sobear with usand then you might be able to 14 structure to reflect updated expenses.
15 get out of Newfoundland. 15 MS. GLYNN:
16 MR. DOHERTY: 16 Q. Mr. Doherty, can you confirm that there are no
17 A. However long you need. | love Newfoundland; | |17 published or industry accepted standards for
18 want to come back here. 18 al these dtatistical measuresthat you've
19 MS. GLYNN: 19 used in your analysis? The Canadian Institute
20 Q. Wél you'll be back in aweek. 20 of Actuaries doesn’t say that there’s a proper
21 MR. DOHERTY: 21 R square value or that there'sa standard P
22 A. | will beback, yes, | will beback. I love 22 value that you need to use?
23 thefood, I think I've gained 8 pounds since 23 MR. DOHERTY:
24 I’ve been here. 24 A. | would agree with that, yes.
25 MS. GLYNN:
Page 54 Page 56
1 MS. GLYNN: 1 Q. I'dliketo bring up Exhibit D-1 please. And
2 Q. ldon'tdoubtit. Mr. Doherty, can we start 2 | want us to look at the ultimate loss ratio,
3 with can you tell me what your rate indication 3 Column 7. Mr. Doherty, | believe you stated
4 for third party reliability is? Whole change 4 that when this number is over 100, that would
5 in the direction here now. 5 basically mean that Fecility is ina loss
6 MR. DOHERTY: 6 situation for this class of business, is that
7 A. So our indicator rate change that would 7 correct?
8 generate al2 percent posttax return on 8 MR. DOHERTY:
9 equity, assuming that the capital level is-- 9 A. Ifit'sover 100, that means the premiumisn’'t
10 the premium to capital ration istwo to one, 10 sufficient to pay the indemnification of the
11 is 95.6 percent, but with zero cost of capital 11 claims. The Facility Association membership
12 as per the requirement in Newfoundland it is 12 would bein alossposition at a lossratio
13 75.4. 13 significantly even below 100.
14 MS. GLYNN: 14 MS. GLYNN:
15 Q. And whatis the indication that you have 15 Q. Because of the additional cost on top of your
16 included in your proposed rates? 16 indemnity.
17 MR. DOHERTY: 17 MR. DOHERTY:
18 A. Management isproposing a 50 percent rate 18 A. Yes
19 increase. 19 MS. GLYNN:
20 MS. GLYNN: 20 Q. Okay, so these numbers alone show that you're
21 Q. Socanyou explain to uswhy Facility has not 21 actually losing more money when you put in the
22 applied for that full indication in your 22 other numbers.
23 rates? 23 MR. DOHERTY:
24 MR. DOHERTY: 24 A. Right, but these ones do not take into account
25 A. That’'sadetermination based on management, so |25 the 50 percent rate increase that we got in
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1 2013. 1 experience itself isreflective of what you're

2 MS.GLYNN: 2 going to see going forward, there's a

3 Q. Okay. Sol just want to look at these numbers 3 significant amount of rate need that’ s there.

4 and it shows, obviously, that you’' re over 100 4 The credibility processallows us not to

5 for every year since 2003, except for 2005 you 5 recognize it all and hopefully the experience

6 were pretty close. 6 is not going to be like this, that we have had

7 MR. DOHERTY: 7 just ten years of bad luck with the industry

8 A. Correct. 8 and that the loss costs are going to come down

9 MS.GLYNN: 9 substantially, in which case the rate level
10 Q. Andaquestion would be how come you didn't |10 need, as based on this experience, is not
11 come in before last year for arate increase? 11 going to manifest itself. Butif it does,

12 MR. DOHERTY: 12 then there is a substantial need and when it’s

13 A. In, | believeit was 2002, 2003, there was-- 13 over 50 percent and you're only taking it 20

14 and I’'m not part of the Board of Directors, so 14 percent of the time, it'sanumber of years

15 | don’t know and | wasn’t here for the whole 15 before you get out of the hole and you get the

16 time, but as | understand it, the hearing 16 rates and we look back on this experience, we

17 process for private passenger and commercial 17 know certainly over thisten year period the

18 at that pointin time, the cost associated 18 industry hasbeen ina hole. We've been

19 with Facility Association | believe was 19 paying out substantially morein claims aone

20 somewherein the neighbourhood of amillion 20 then we've been gatheringin premium. We

21 dollars, and so there was, first and foremost, 21 recognize that, that’s behind us. But that’s

22 aconcern that to bring forward another rate 22 just afact. Therate-making exercise isa

23 filing with respect to taxies, could incur a 23 perspective exercise. We're looking forward,

24 substantial amount of costs over and above 24 we want our ratesin the future to be proper

25 what we needed. | think there isalso a 25 with respect to what we expect the costs to be
Page 58 Page 60

1 concern that the results weregoingin the 1 and the big challenge is what are those costs

2 wrong direction fairly quickly and there was 2 going to be.

3 some concern that maybe it wasn't fully 3 MS.GLYNN:

4 credible and maybe something wasgoingonthat | 4 Q. Andyou vekind of led meinto my next line of

5 would correct itself and it was just afew bad 5 questioning, so thank you very much.

6 years. Subsequent to that, and | think we 6 MR. DOHERTY:

7 have an undertaking to bring forward some of 7 A. You'rewelcome.

8 the results of those interim rate reviews and 8 MS. GLYNN:

9 Board decisions, that would get fleshed out 9 Q. Onthe same exhibit, we seeyour recorded
10 more. 10 indemnity and you’'ve brought us through the
11 MS. GLYNN: 11 process of how you develop that into your
12 Q. Okay. 12 ultimate indemnity. | just wanted to get a
13 MR. DOHERTY: 13 little bit more idea of those costs and the
14 A. For meit'sjust hearsay, thisisjust what | 14 control that you might have over that. So do
15 hear. | wasn't around for that. 15 you have and can you answer this question, any
16 MS. GLYNN: 16 ideahow aclam issettled and Facility’s
17 Q. Thank you. So has Facility given any 17 rolein that settlement process?

18 consideration to rate shock to itsinsured, a 18 MR. DOHERTY:

19 50 percent increase last year and a 50 percent 19 A. Theservicing carriers are responsible for the
20 increase and how that’s going to impact its 20 adjudication of claims. My understanding is
21 insureds? 21 that the general requirement isthat they

22 MR. DOHERTY: 22 would handle the claim asif it were their own
23 A. Yeah, absolutely, it was a magor 23 claim through their own processes. We do
24 consideration, but we also had to look at the 24 audit the claims processes and we do audit
25 experience and | think, you know, again if the 25 claimsfilesto ensurethat that criteriais

Discoveries Unlimited Inc., Ph: (709)437-5028

Page 57 - Page 60




November 7, 2014

Multi-Page™

Verbatim Court Reporters

Page 61 Page 63

1 being met, and management meets on aquarterly | 1 MS.GLYNN:

2 basiswith our audit teamto go through any 2 Q. Okay. Before | go off that line of

3 findings they have on any of the audits that 3 questioning, how does Facility, and again, |

4 they do. Any material audit findings go to 4 apologizeif you can't offer these questions,

5 the audit risk committee, with management’s 5 how does Facility satisfy that thereis no

6 response, that is the service and carrier of 6 fraud in the claims process?

7 management response and follow-up action if 7 MR. DOHERTY:

8 they arerequired. Those reports where there 8 A. Again, | think you'd have to ask our vice-

9 are significant audit findings also go to the 9 president of claims and underwriting.
10 Board of Directors. 10 MS. GLYNN:
11 MS. GLYNN: 11 Q. Okay. | dowanttobring you to a statement
12 Q. Okay, so Facility doesn't involvement in the 12 that was in your cover letter to the
13 payouts. Y ou don’t approve payouts? 13 Application and I'd ask if we could bring up
14 MR. DOHERTY: 14 page 2 of that cover letter please? Andit’'s
15 A. No,no. | can't say that for sure, | think 15 just below the mission statement there, and
16 for a large enough claims, there may be 16 again, | understand that you didn’t sign this
17 involvement, whether it's some sort of sign 17 letter but the statement is not--just move up
18 off, but I’m not the expert on that. Thereis 18 again, please, Andrew. "Currently almost all
19 somebody at Facility Association - 19 of the taxisin Newfoundland and Labrador are
20 MS. GLYNN: 20 insured through Facility Association, contrary
21 Q. Okay, soif itwasacertain threshold, you 21 to our mission; however, this is not
22 might be more involved? 22 surprising given that taxis are receiving the
23 MR. DOHERTY: 23 coverage at premiums that do not cover costs.
24 A. Maybe, | don't know, | apologize. 24 If wecan getout pricing toan adequate
25 MS. GLYNN: 25 level, it could helpto createroom inthe

Page 62 Page 64

1 Q. Okay, no, no, that’s fine. Along the same line 1 market for more companiesto enter, thereby

2 then, | guess, could Facility direct a 2 creating more choice for taxi owners." So can

3 servicing carrier to carry out further 3 you give us some background for this

4 investigation before they settled a claim? 4 statement?

5 MR. DOHERTY: 5 MR. DOHERTY:

6 A. | believethat would be within the powers as 6 A. Certainly there are jurisdictions in Canada,

7 laid out in the plan of operation. 7 we operate in six provinces and the three

8 MS. GLYNN: 8 Northern Territories. We are a market of last

9 Q. Okay,and we'regoingto havethat plan of 9 resort. In some of those jurisdictions we do
10 operation? 10 not have amost 100 percent of the taxi
11 MR. DOHERTY: 11 market. | don’'t have the numbers off the top
12 A Yes 12 of my head, but | believe in Ontario we have
13 MS. GLYNN: 13 about a 16 percent market share. In Albertal
14 Q. Okay, so Mr. Johnson aready brought us 14 think it's higher than that, but off the top
15 through how payment to the service carriersis 15 of my head, certainly | think it's below 50
16 made, that's all through the plan of 16 percent in Alberta. In most of the Atlantic
17 operation. So | guessthe bottom lineisif 17 Provincesit’s close to 100 percent. Our goal
18 you can tell us how and what opportunities 18 certainly is asamarket of last resort we
19 Facility might have to control those costs? 19 should be amarket of last resort and we try
20 MR. DOHERTY: 20 and ensure that our pricing is set such that
21 A. I’'mnot exactly sure. It'snot my area of 21 it is possible for the voluntary market to be
22 expertise. There isaperson in management 22 ableto offer pricethat isbelow oursand
23 who is responsible for both claims and 23 typically | believe, I'vetalked to a number
24 underwriting who would have much better 24 of organizations that specializein helping
25 expertise on that than I. 25 taxi fleet operators manage their fleets more
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1 efficiently with respect to their claims 1 Report that was prepared by Oliver Wyman and
2 costs, these are managing general agencies. | 2 that was based on industry datathrough to
3 believein Ontario there sthree--there's a 3 December 31st, 2012, which was the basis for
4 few that are foreign but have a presencein 4 thisfiling. So you'refamiliar with that
5 Canada that operate on the basis of helping 5 document?
6 fleet managers manage the experienceitself, 6 MR. DOHERTY:
7 both in terms of improving driving behaviours 7 A lam.
8 to reduce thefrequency of claimsand also 8 MS. GLYNN:
9 instituting certain activities that help 9 Q. Areyou familiar with the processthat the
10 reduce the severity of aclaim once aclam 10 Board goes through every six monthsto get to
11 occurs. And when we are able to move 11 that document?
12 ourselvesand get out of the way of those 12 MR. DOHERTY:
13 types of companies, then they are able to step 13 A. No,I’'mnot.
14 in and work their magic, if youwant, on 14 MS. GLYNN:
15 hel ping to manage those types of claimant and 15 Q. Okay, soevery six months Oliver Wyman will
16 driving behaviours. We don't have that 16 review the industry data and they will provide
17 expertise at Facility Association. 17 its opinion on the acceptable loss trend
18 MS. GLYNN: 18 rates, and then the Board sendsthat out to
19 Q. Andisitjust acost barrier or - 19 al theinsureds. Andweallow for themto
20 MR. DOHERTY: 20 make any comments on those reports before we
21 A. My understanding and certainly most recently 21 actually adopt them. So if you're not aware
22 I’ve had--1’ ve been reached out to from aMGA 22 of that, |1 don’t know if the next question
23 who is interested in our Nova Scotia 23 will befair to ask if -
24 experience. Typically when they reach out to 24 MR. DOHERTY:
25 us for that, we share with them the loss 25 A. | am awareof thedrafts going out to the
Page 66 Page 68
1 experience, we share with them our 1 industry.
2 indications, our view of it. 1I’'man open 2 MS.GLYNN:
3 book. | want everyone to see how our results 3 Q. Okay, sodid Facility provide any comments on
4 are sothat they understand where there's 4 that trend report before -
5 opportunities for themto write, and I'm 5 MR. DOHERTY:
6 crossing my fingers, | think 1 might have 6 A. No.
7 somebody who'd be interested in writing some 7 MS. GLYNN:
8 portion of the Nova Scotiabusiness, but | 8 Q. Okay. So the Board aso,in the filing
9 don’t want to put words in their mouth, but | 9 guidelines, allowed for insurersto opt to use
10 am hopeful. 10 factors other than those adopted in the trend
11 MS. GLYNN: 11 rates, which is the situation where we find
12 Q. Anybody interested in Newfoundland? 12 ourselves. Can you confirm that Facility used
13 MR. DOHERTY: 13 the industry commercial data for Newfoundland
14 A. No. In fact, | don't show anyone 14 to develop its loss trends?
15 Newfoundland. 15 MR. DOHERTY:
16 MS. GLYNN: 16 A. Yes
17 Q. Soyou'renot aware then of any other insurers 17 MS. GLYNN:
18 that would offer taxi coverage here inthis 18 Q. Okay. Anddoesthat commercial datainclude
19 Province? 19 any taxi data?
20 MR. DOHERTY: 20 MR. DOHERTY:
21 A. No. 21 A. No.
22 MS. GLYNN: 22 MS. GLYNN:
23 Q. Okay. | want to spend alittle bit of time on 23 Q. Sothenyou developed your trend rates from
24 the Board's filing guidelines and we've 24 the commercial industry data.
25 referred to and we' ve looked at the Loss Trend 25 MR. DOHERTY:
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1 A Yes 1 MS. GLYNN:
2 MS.GLYNN: 2 Q. Okay, thank you. The second one?
3 Q. Andyou applied that to your taxi data? 3 MR. DOHERTY:
4 MR. DOHERTY: 4 A. Thesecond oneisour Facility Association,
5 A. Yes 5 what we call the AIX or auto insurance
6 MS. GLYNN: 6 experience exhibits. This isdata that’s
7 Q. Okay. AndI’m going to spend abit of time on 7 produced on our behalf by IBC. The experience
8 the data because over the last couple of days 8 that we use was Facility Association’s
9 we' ve heard data from here, here and here, so 9 Newfoundland taxi experience asat December
10 I’'m goingto ask you toturn to section 10 3lst, 2012. Thisdatainitsorigina form or
11 2(8)2(2) of your report. | think it’spage 11 format produced by IBC iscontainedin the
12 six, yes, there yougo. And just down a 12 annual GIsA exhibits. It's, | forget which
13 little bit further, section 2(a)2(1). So at 13 exhibit it is, but the format that is usually
14 the bottom of that page, there' s three sources 14 provided is afive-accident year experience
15 of datathat you identify as used throughout 15 only and then you have the option of getting
16 your report. 16 the underlying data without, not being ina
17 MR. DOHERTY: 17 printed format. We asked IBCto expand the
18 A. Yes 18 detail that's provided in that to include ten
19 MS. GLYNN: 19 accident years, instead of five accident years
20 Q. AndI'd likeyouto speak to what would be 20 and to include--I'm trying to think--we asked
21 contained in each source of data and then what 21 for acouple of additional fields so that we
22 that data was used to compile? 22 would be ableto drill down alittle more on
23 MR. DOHERTY: 23 the experience. For that particular data set
24 A. Sothe quarterly development valuation date, 24 though, we didn’'t ask for a split between paid
25 compiled as at June 30th, 2013, is a data set 25 and unpaid accounts and experience which we
Page 70 Page 72
1 that contains Newfoundland non-private 1 did thisyear. Wedid not askto split
2 passenger experience for the Facility 2 between, among driving records, which we did
3 Association.  It's in a data triangle 3 this year, the 2013 experience. Territory, we
4 structure, but it is used to determine 4 didn’t have it last year; we haveit this
5 estimates of ultimate for the non-private 5 year. And that’swhy one of the exhibits or
6 passenger Newfoundland experience for the 6 one of the requests, | wasn't able to provide
7 Facility Association as at June 30th. Do you 7 you with the territory experience as of
8 want me to explain where we use that now? 8 December 31st, 2012, but | was able to provide
9 MS.GLYNN: 9 it December 31st, 2013. Butit is, that’'s
10 Q. Yes please. 10 Newfoundland taxi experience asat December
11 MR. DOHERTY: 11 3lst, 2012, as reported through the servicing
12 A. Sothat experience then was used to determine 12 carriers and through Plan 9, but with no 1B
13 the implied loss development factors that we 13 and R, that’ s just straight recorded activity
14 applied to the Newfoundland taxi experienceas |14 as presented by the servicing carriers.
15 at December 31st, 2012 to take it to ultimate 15 MS. GLYNN:
16 level that would be consistent with our 16 Q. Andagain, that was not used inyour loss
17 estimate of ultimate at June 30th, 2013 for 17 trend rates?
18 al of non-private passenger Newfoundland 18 MR. DOHERTY:
19 businessfor the Facility Association. Is 19 A. Thatwas not usedin our loss trend rates,
20 that good for one? 20 correct.
21 MS.GLYNN: 21 MS. GLYNN:
22 Q. Sothat information wasn’t used in your loss 22 Q. Thankyou.
23 trend rates? 23 MR. DOHERTY:
24 MR. DOHERTY: 24  A. Andthen No. 3istheindustry experience, the
25 A. No. 25 calendar accident year exhibits compiled as at
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1 December 31st, 2012. Now thisisadifferent 1 A. Throughthe-
2 data set, it’ sthe loss devel opment data sets 2 MS.GLYNN:
3 that’ s produced by I1BC. | understand it to be 3 Q. TheRequest for Information process leading up
4 the same data set that Oliver Wyman used in 4 to this hearing.
5 their report, the only difference isthat we 5 MR. DOHERTY:
6 used the indemnity only experience, as opposed 6 A. Isthereany reason? No, thereis no reason.
7 to Oliver Wyman who used the industry and 7 MS. GLYNN:
8 alocated loss adjustment experience, plusa 8 Q. AndisOliver Wyman’s report reasonable?
9 factor, a calendar year factor associated with 9 MR. DOHERTY:
10 an allocated |oss adjustment expenses. 10 A. lwould saythatit's oneway of coming up
11 MS. GLYNN: 11 with it, yes.
12 Q. Andthat’stheinformation that was used for 12 MS. GLYNN:
13 your loss trends. 13 Q. Okay. | would suggest that we take a short
14 MR. DOHERTY: 14 break and come back.
15 A. Thethird one, yes, indemnity only portion of 15 CHAIRMAN:
16 that. 16 Q. Certainly, how long are you suggesting?
17 MS. GLYNN: 17 MS. GLYNN:
18 Q. Okay, perfect. 18 Q. | probably have another hour whenwe come
19 MR. DOHERTY: 19 back, so I’d be happy with 15 minutes. Does
20 A. Sorry, that'scommercial experience, just to 20 that work for everybody.
21 make that clear. 21 JOHNSON, Q.C.:
22 MS. GLYNN: 22 Q. I’'minyour hands.
23 Q. Yes. Mr. Doherty, the filing guidelines for 23 CHAIRMAN:
24 the Board, are you aware that oneof the 24 Q. Okay.
25 things we state in our filing guidelinesis 25 MS. GLYNN:
Page 74 Page 76
1 that any changes in methodology or in judgment 1 Q. Perfect, thank you.
2 must be explained from oneyear’s filing to 2 (10:52AM.) (RECESS)
3 the next? 3 (11:120A.M.) (RESUMED)
4 MR. DOHERTY: 4 MS. GLYNN:
5 A. Yes 5 Q. Backtome.
6 MS. GLYNN: 6 CHAIRMAN:
7 Q. Just acouple of housekeeping issues and then 7 Q. Gotoit.
8 I would be going into the loss trend rates, so 8 MS. GLYNN:
9 | would suggest that | have two or three more 9 Q. So, Mr. Doherty, I'm going to start asking
10 questionsand then perhaps we could take a 10 some questions about the loss trend rates.
11 break beforel getinto the heart of the 11 MR. DOHERTY:
12 matter, | guess. Can you explain why thereis 12 A. Okay.
13 such a difference between the results by 13 MS. GLYNN:
14 territory? 14 Q. And notonly is this one of the biggest
15 MR. DOHERTY: 15 differences between yourself and Oliver Wyman,
16 A. Canlexplainit? No. 16 but it'salso where some of the differences
17 MS. GLYNN: 17 come between last year's filing and this
18 Q. You'vealso stated several times throughout 18 year's filing. So it's estimated that
19 the last couple of days that you didn’t have 19 Facility’sloss trend rates, with no other
20 al theinformation that you needed to truly 20 change in assumptions, would result in arate
21 test the validity of Oliver Wyman's report, 21 level indication approximately 26.5 percentage
22 some of their models and some of their trends. 22 points higher than Oliver Wyman’s, can you
23 Isthere areason that you didn’t ask for that 23 confirm that number?
24 information through the RFI process? 24 MR. DOHERTY:
25 MR. DOHERTY: 25  A. That sounds about right, yeah.
Page 73 - Page 76
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1 MS. GLYNN: 1 Q. Okay, soistherearisk that the older data,
2 Q. Andwe'regoing tojumprightinto thetime 2 so that data from 1993 may no longer be
3 periods and I’ [l apologize in advance, thisis 3 relevant?
4 new territory for me so hopefully everybody 4 MR. DOHERTY:
5 will keep me back on track. But the 5 A. Aganif you--through our analysis| could
6 difference in the time periodsis Facility was 6 have instead looked at the period from 2004 H2
7 using 20 years and Oliver Wyman was usi thg 7 to 2012 and excluded all of the previous data
8 years, different periods but al of them were 8 points completely. My trend linefor that
9 10 yearsor less. 9 second period stays the same and one of the
10 MR. DOHERTY: 10 responses that we had, we showed that your
11 A. I’'mnot sure |l would necessarily characterize 11 trend rate for that second period, because
12 it that way because we looked at 20 years. 12 it'sindependent of thefirst period, stays
13 Oliver Wyman'sreport has 15 years, soin my 13 the same. Soif you would like for usto redo
14 view because we were showing 20 years, the 14 everything with those exclusions, we can
15 view seems to be that we' re using that as our 15 certainly do that, but it doesn’t change the
16 trend, well then | would say Oliver Wymanwas |16 selection of our trend rates for that second
17 using 15 years, they just chose to exclude a 17 period. The slope of the line in that second
18 number of yearsin their analysis, whereas we 18 period stays the same.
19 looked at 20 years and included all those 20 19 MS. GLYNN:
20 years as potential for our analysis. 20 Q. So because of the identification of the change
21 MS. GLYNN: 21 in 2004 forward.
22 Q. Okay. Soyouused your 20 years experience, 22 MR. DOHERTY:
23 but then if you identified a trend within that 23  A. Yes
24 20 years, then you selected that shorter time 24 MS. GLYNN:
25 period? 25 Q. Okay. So hasthere been any advances in
Page 78 Page 80
1 MR. DOHERTY: 1 technology or changes in technology again that
2 A If thereisachangein thetrend, if over the 2 could affect that older data?
3 20 yearswe noticed only one trend and there 3 MR. DOHERTY:
4 was no statistical difference when we tested 4 A. Nottomy knowledge.
5 for other periods, then we would have taken a 5 MS. GLYNN:
6 20 year. 6 Q. Andtoyour knowledge, Mr. Doherty, has the 20
7 MS. GLYNN: 7 year experience period for a regression
8 Q. And this has been covered, but can you give us 8 analysis been accepted by any other boards or
9 an overview again of why Facility uses a20 9 jurisdictions?
10 year time period. 10 MR. DOHERTY:
11 MR. DOHERTY: 11 . I’'m not aware of anyone saying that that's an
12 A. Becausethedata isavailable and it alows 12 issue. Weuseitin all of our jurisdictions.
13 you the opportunity to see how changes in 13 MS. GLYNN:
14 trend rates, if there are any over alonger 14 Q. Okay. Oliver Wyman has stated and | can bring
15 period, how they might move. 15 you to the references if we need be, that "it
16 MS. GLYNN: 16 does not appear that Facility has fully
17 Q. Okay. So, Mr. Doherty, istherea risk, | 17 considered that industry loss trends vary over
18 mean for the trend rate what we're trying to 18 timeor that the losscost trend could be
19 doislook at the data from 20 years ago, over 19 quite different if you use different
20 that time period, and use that data to 20 measurement periods.” Could you respond to
21 identify atrend of how our claims experience 21 that statement? Can you tell me how
22 isgoing to go into the future, correct? 22 Facility’ s regression analysis has the impact
23 MR. DOHERTY: 23 of those changesinto it?
24 A. Yes. 24 MR. DOHERTY:
25 MS. GLYNN: 25 A. Absolutely. Asl understand the comment, what
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1 is being said is if youuse a different 1 Q. Okay. Mr. Doherty, you've also stated afew
2 period, that isyou're using different data 2 times that you think alarger sample size with
3 pointsto estimate the parameter, which in 3 more data points, that that’s better for
4 this caseistrend, you get a different answer 4 completing your analysis, that you can feel
5 if you use different data. That is absolutely 5 more comfortable -
6 correct because it is amechanical exercise, 6 MR. DOHERTY:
7 just like if you took 10 people and wanted to 7 A. For atrend estimate, yes, | believe so.
8 determine their average height, if you only 8 MS. GLYNN:
9 took five of them, you would get a different 9 Q. Sodo youthink that Facility would use 21
10 answer if you took the other five because 10 years next year?
11 you're taking an average. That doesn’t mean 11 MR. DOHERTY:
12 that it's a better measure using either of the 12 A. Wedon't get data setsthat are available with
13 two fives than using all the 10to come up 13 21 years. If someone gave me a2l year
14 with their average height overall. So taking 14 period, | would certainly incorporate al of
15 different measurement--different periodsisa 15 that in looking at the whole experience
16 way of coming up with estimates of atrend, 16 period. If thereisahbifurcation between the
17 but if atrend applies to a specific period, 17 same periods that I'm seeing now, | would have
18 estimating that trend, not using the entire 18 the structure the same that | currently have
19 period but using smaller subsets of it, is not 19 it, so | would have thefirst however many
20 goingto getyou, inmy opinion, a better 20 yearsthat isup until 2004 H1is one period
21 estimate with smaller variance. 'Y ou may get 21 and after 2004 H2 and beyond asa second
22 the same estimate, but you' re better off just 22 period.
23 using the entire period if you think that one 23 MS. GLYNN:
24 trend happened over that entire period. 24 Q. How fardo you think you'd go? Twenty-five
25 MS. GLYNN: 25 years?

Page 82
1 Q. Mr. Doherty, if wecould bring up CA-Ow-1
2 please? And that’sthe Loss Trend Report, and
3 if we could go to--it's page 5 of the report,
4 just down a little bit farther please?
5 Actually | think it might be the next page, |
6
7
8
9

Page 84
1 MR. DOHERTY:
2 A. If | havethe data available to me, sure.
3 MS.GLYNN:
4 Q. Thirty?
5 MR. DOHERTY:
think it' spage 5. Keep going, there we go, 6
thank you. So you can see here that Oliver 7
Wyman found that there was quite a degree of 8
volatility in thelast six years. Canyou 9

A. Well at 30 years!|’'m not really going to be
using the information, so at some point I’'m
sure because | haverestricted resources, |
don't have anunlimited budget, we would

10 tell me if thisis incorporated into your 10 probably look at is there sufficient

11 experience period? 11 information inthat to help us understand

12 MR. DOHERTY: 12 again potential changes that may happen in the
13 A. Thisislosscost on an accident year basis, 13 future, whether or not there's a sufficient

14 asopposed to accident and a half. Those 14 return on that resource allocation.

15 would not bethe sameas mine because I'm 15 MS. GLYNN:

16 using indemnity only. Thisincludes expenses. 16 Q. Andyou're saying that data isnot available

17 We have a different estimate process, we are 17 to you, anything beyond -

18 using different loss development factors than 18 MR. DOHERTY:

19 Oliver Wyman did, so| can’t confirm that | 19 A. NotIBcC,IBC producesonly 20 accident years
20 would get the exact same numbers, but 20 in their six-month data sets.

21 certainly there isa significant amount of 21 MS.GLYNN:

22 process variance in the data itself, more so 22 Q. Okay. Mr. Doherty, I'd like to move on to the
23 in the review that we did on the severity side 23 reform factor and the difference hereis that

24 than on the frequency side for most coverages. 24 you found evidence to include areform factor
25 MS. GLYNN: 25 and Oliver Wyman found that the reforms didn’t
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1 have a measurable impact, would that be 1 that point intime. You'd do the samething
2 correct? 2 on the severity side where again you assume
3 MR. DOHERTY: 3 that if it weren't for the--whatever caused
4 A. Yeah, and as| stated, I'm not sure if what we 4 this change, severity would continue along the
5 saw was because of the reform or for something 5 path that’s evident through the relationship
6 else. 6 between 2004 H1 and 2003 H1, would continue,
7 MS. GLYNN: 7 but it didn't, sothat change or difference
8 Q. Something in 2004. 8 between the two projections would be
9 MR. DOHERTY: 9 representative of something that caused the
10 A. There appears to be something that happened 10 underlying change. In thiscasewe look at
11 that changed the frequency and also changed 11 those two relationships and we attribute a 27
12 the severity at that point in time. 12 percent drop in frequency and amost 14
13 MS. GLYNN: 13 percent drop in severity.
14 Q. Okay, just sowe'reall clear, canyou tell us 14 MS. GLYNN:
15 what these reformsthat wereintroduced in 15 Q. Andthetota then wasthe 37.
16 2004, what were they? 16 MR. DOHERTY:
17 MR. DOHERTY: 17 A. Yeah, loss cost is just a multiple of
18 A. Weél themajor one, as| understand it with 18 frequency and severity.
19 respect to this, was a $2,500 deductible 19 MS. GLYNN:
20 introduced on non-pecuniary lossesfor pain 20 Q. Sothe impact of this, wethink the bodily
21 and suffering. 21 injury reform could be something else.
22 MS. GLYNN: 22 MR. DOHERTY:
23 Q. Could we bring up the response to question 5 23 A. It could be something else, yes.
24 which was filed on April 16th please? Thank 24 MS. GLYNN:
25 you. And Mr. Doherty, can you tell usthat 25 Q. There wasa 37.1 percentincrease in the
Page 86 Page 88
1 the result of this bodily injury reform, this 1 bodily injury loss cost?
2 $2,500 deductible, can you tell us what the 2 MR. DOHERTY:
3 change was that Facility found into the bodily 3 A Yes
4 injury loss trend? 4 MS. GLYNN:
5 MR. DOHERTY: 5 Q. And canyou confirmthat Facility found that
6 A. Yes, soal we'vedone here isagain, we had 6 other coverages were also impacted by this?
7 fitted values from our modelling. At 2003 7 MR. DOHERTY:
8 first half, 2003 second half and then 2004 8 A. Yes there's achangeat thesame pointin
9 first half and 2004 second half. So we 9 time through our analysis.
10 compare the change in--the change in frequency 10 MS. GLYNN:
11 fitted between 2003 H1 and 2003 H4 and we come 11 Q. Ifl giveyou thefigures, property damage
12 up withwhat | believe isthe 1.039, so 12 loss costs were reduced by 17.2 percent, does
13 there’s a 3.9 percent increase in the fitted 13 that sound right?
14 frequency between 2004 H1 and 2003 H1. This 14 MR. DOHERTY:
15 is a simplified estimate of what the 15 A. Okay, sounds-
16 underlying trend is over that period. We do 16 MS. GLYNN:
17 the same result for 2004 H2 which is the first 17 Q. Accident benefit reduced by 72.6.
18 period that has, | guess, the reform piece or 18 MR. DOHERTY:
19 where we identified a change where you can see 19 A. Okay.
20 the fitted frequency has dropped down to 6.51. 20 MS. GLYNN:
21 And soif you take the samelogic then, you 21 Q. Sound -
22 can look at how has 2004 H2 moverelative to 22 MR. DOHERTY:
23 2003 H2, it's dropped by just under 25 23 A. Yeah, I'll takeit that you've -
24 percent, and so we attribute that changeto 24 MS. GLYNN:
25 whatever is causing the underlying change at 25 Q. I'dasolike to bring up question 13(c), |
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1 think it's in the same package there. And 1 at the data?
2 Oliver Wyman had asked you to explain how the | 2 MR. DOHERTY:
3 2004 reforms, the bodily injury deductible or 3 A. Yes I'm not even--at that point we're not
4 whatever it was that happened in 2004, had had 4 even looking at what the reform was. We just
5 such asignificant impact onthe accident 5 know that areform, it doesn’t matter what has
6 benefit lossesand I'm going to walk you 6 happened during this period, sowe're just
7 through this alittle bit. The first part of 7 splitting it up to seeif, whatever that
8 the response is that "Our general approach is 8 reformwas had animpact at al. Thereis,
9 to look at reform period impacts for all 9 you know, correlation, if you want, between
10 coverages and for all metrics as a matter of 10 eventsthat giveriseto claimsand multiple
11 course. Where we see that there appears to be 11 coverages, so if, for instance, you get
12 acorrelation, we will usethis, even if it 12 involved in an accident and it’s your fault,
13 may not make intuitive sense, we prefer to let 13 then you can claim for accident benefits, you
14 the data speak.” And Mr. Doherty, 1’d like 14 can clam for collision if you’ve purchased
15 you to explain that statement abit further, 15 that, so there’sa correlation between one
16 if you could. 16 event could give rise to two different claims
17 MR. DOHERTY: 17 under two different coverages. If there'sa
18 A. Yeah, absolutely. Wedon't goinwith apre- 18 third party involved, you would be seeking
19 determined view. As| mentioned in describing 19 redress from that third party, but if you've
20 our approach, we do have some standard views |20 got collision, you may be looking at, you
21 whereit's useadl the data, see what that 21 know, part of it was your fault, so you might
22 says and then again, our reviews across 22 have some pick up on the collision coverage.
23 various jurisdictions, we do set up periods 23 There seems to be some intercon activity
24 where we know reforms have taken place and we |24 between certain coverages because you can have
25 have found alot of correlation between when 25 multiple claims arising from asingle event.
Page 90 Page 92
1 reformstake placeisin changes, either one 1 And we think that that speaksto claimant
2 time shiftsup or down or changesin the 2 behaviour and there may be what we might refer
3 actual trend itself. That seemed to occur 3 to asa halo effect or something like that,
4 around when reforms happen. In this 4 that if thereisless incentiveto start the
5 particular case, for every single coverages we 5 process of claiming, then maybe you're not
6 had those first four or five standard reviews 6 going to bother claiming for any of it.
7 that we did and then the analyst would have 7 MS. GLYNN:
8 continued on with other reviews. In this case 8 Q. Okay.
9 for accident benefits, there was a 9 MR. DOHERTY:
10 statistically significant fit with respect to 10 A. Butl’'m notsure, |really don't know and
11 the accident benefits. | think there wasa 11 again, I’'m not realy surewhat drove this
12 difference on the severity on the one 12 change.
13 parameter but generally what wedois, asl 13 MS. GLYNN:
14 say here, you let the data speak. We're not 14 Q. Okay, soyou saw this data point for 2004 and
15 trying to impose anything on it, other than we 15 you decided that for accident benefit, that
16 said let’slook at this period, but then let’s 16 that bore some further investigation.
17 look at some other periods and we came back 17 MR. DOHERTY:
18 and accepted this model 18 A. Yes
19 MS. GLYNN: 19 MS. GLYNN:
20 Q. Okay. Sowhen youlook atthereform for 20 Q. Canwe pull up the datathen? Can we pull up
21 bodily injuries and you look at such a 21 page 148 from the memorandum of this year?
22 significant impact on accident benefits, what 22 And if we could go down alittle bit farther,
23 you're saying isintuitively a reform on 23 sorry Andrew. If we could look at the graph
24 bodily injury may not have had such agreat 24 for accident benefits last.
25 impact on accident benefits, so let’s go look 25 MR. DOHERTY:
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Page 93 Page 95
1 A. | apologize, on thisone that’s not actually 1 MS. GLYNN:
2 thefit and | apologize. What happened was we 2 Q. I'd liketo bring back upthe answer to
3 moved some of the charts and some of the data 3 question 13(c) please, filed on April 16th.
4 around in an earlier sheet and this one points 4 Okay, and you go on in this answer, we talked
5 to it, but it's using a formula called 5 about letting the data speak and it says "It
6 indirect, so wetell it what cell to go look 6 could bethat the reformshave unintended
7 at, but the actual data got moved to a 7 consequences in relation to claimant
8 different cell and it wasn't picked up by-- 8 behaviour”, and | think thisis the halo
9 unfortunately for the person who was preparing 9 effect that you were talking about.
10 thisfiling, so this does not reflect the - 10 MR. DOHERTY:
11 MS. GLYNN: 1  A. Yes
12 Q. So this datain this graph for accident 12 MS. GLYNN:
13 benefit loss costs - 13 Q. Okay. "--wedon’t know, aswe are not trying
14 MR. DOHERTY: 14 to estimate similar impacts related to other
15 A. Those are not thefitted values, the actuals 15 reform periods, we don’'t really see that this
16 are correct, but that’s not the fitted values 16 isanissue. Itiswhat itis." Andagain,
17 that we had. Y ou would haveto go down and 17 we may covered this, but are you saying that
18 look at and unfortunately | don't have a chart 18 you'renot surethere’s acorrelation then
19 in here that represents then the loss costs. 19 between the reforms and the data that we just
20 Y ou can see the frequency and severity, but 20 looked at?
21 thisdoes not show the actual fitting and | 21 MR. DOHERTY:
22 apologize. 22 A. Correct.
23 MS. GLYNN: 23 MS. GLYNN:
24 Q. Andl think I'm okay becausel just want to 24 Q. If wecould go underneath the graphs, we need
25 point to where that dip happened and | want to 25 to go to the next page there, please. There
Page 94 Page 96
1 point you to, you know, there's another dip 1 we go. "We again question the focus on"--and
2 there, looks like second quarter of 2000 and 2 I’m assuming that’ sthe 2004 reform factors,
3 it doesn’t really bear out on the graph, but 3 "asthe factors do not have adirect bearing
4 if you look at the numbers for 2009, we have a 4 on the current indication"--and | have trouble
5 drop from 1230 to 562, so are those points 5 with that statement, Mr. Doherty, and | mean,
6 that you would have went back and looked at as 6 aswe sit here listening to the evidence over
7 well that you would have done further 7 the last couple of days, not necessarily the
8 investigation on? 8 2004 reforms, but whatever happened in 2004,
9 MR. DOHERTY: 9 obviously has had a significant effect on the
10 A. I’'mnot surewhich periods--again, we don’t 10 indications, it split your loss experience
11 look at--we do look at frequency, severity and 11 period, you' ve divided that into two, you've
12 loss costs, we tend to focus on the frequency 12 included it as afactor, so it has had some
13 and severity. | would imagine they may have, 13 bearing on the indications.
14 | can't speak to it right off thetop of my 14 MR. DOHERTY:
15 head, | can remember exactly how many 15 A. Wdl | would go back to, again, if you would
16 different periods were looked at and | 16 prefer | canignoreall of the data before
17 apologize again for this display. This 17 2004, there would be no 2004 reform factor,
18 display iswrong. 18 the slopes of thosetwo linesthat you see
19 MS. GLYNN: 19 would still be thesame. So | guess the
20 Q. Sodid Facility consider any other reason for 20 frequency appears to be dropping down alittle
21 the data point in second quarter--for the drop 21 bit, | don't know exactly what the trend is
22 in 20047 Did you consider that it might be an 22 thereand the severity is going up. And |
23 outlier? 23 believe on the severity we may have had an
24 MR. DOHERTY: 24 outlier on a later period, but I don’t know
25 A. No. 25 for sure. So asfar as| am concerned, we can
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Page 97 Page 99
1 pretend that that didn’t exist, | can focus on 1 would imagine.
2 the most recent 8 years only as my measurement | 2 MS. GLYNN:
3 period, | will come up with those same trends 3 Q. Soitcomesdown to judgment.
4 that | have here, if that makes people feel 4 MR. DOHERTY:
5 more comfortable then I’'m not using 20 years 5 . It does come down to judgment, absolutely.
6 worth of data Youdon't geta different 6 MS. GLYNN:
7 answer than what | have here. 7 Q. Mr. Doherty, can you confirm that the impacts
8 MS. GLYNN: 8 of this, | keep calling them the 2004 reforms.
9 Q. Okay. Andwedon't need you to do that, but | 9 MR. DOHERTY:
10 just want to make sure that when we read that 10 A. Andl dotoo, so -
11 statement, like | said, to me | read that as 11 MS. GLYNN:
12 these reform factors or whatever happened in 12 Q. But whatever happened in 2004, that was found
13 2004 doesn’t matter. 13 to be zero percent in Facility’s filing for
14 MR. DOHERTY: 14 last year for 2013.
15  A. Notwith respect to how we determined the 15 MR. DOHERTY:
16 trend post 2004. Now if someone looks at it 16 A. Asl understand Eckler’ sreview, yes.
17 and says, well, I look at thisand | think 17 MS. GLYNN:
18 that perhaps the change in frequency occurred 18 Q. Okay, I'dliketo bring up question 5, which
19 before 2004, and looking at that | can see 19 was responded to on April 16th pleasg, it's
20 someone making that judgment and then saying, |20 the same package, question 5. And here Oliver
21 well but for severity, | think it happened 21 Wyman, and thisgoes back to our filing
22 after 2004. Well then my concern iswell now 22 guidelines, we need to understand what that
23 you' ve got--you' re trying to come up with loss 23 change happened from your last filing. So
24 costs, but you're using two different periods, 24 Oliver Wyman questioned whether that 37.1
25 one for frequency and one for severity and | 25 percent impact on bodily injury, was that
Page 98 Page 100
1 would be concerned that now isthat really 1 consistent with your last filing. And if you
2 appropriate and that’ s why we decided keep the 2 read the answer, it said that "itused a
3 two periods the same, maybe in the case of 3 different approach to losstrend structure
4 accident benefitsit’snot ideal, but that's 4 modelling, that it treated product reforms
5 certainly one of the considerations that we go 5 outside of thetrend model itself, focusing
6 through and wetalk about and what is the 6 instead on trends and generaly treated
7 benefit of having two different overlapping 7 product reform as an external factor."
8 periods, as opposed to having the same 8 MR. DOHERTY:
9 happening on frequency and the same happening 9 A. Asl understand Eckler’s process.
10 on severity. The nice part about thisis that 10 MS. GLYNN:
11 then when you look at aloss cost, you' re not 11 Q. Soitwasn't built into the model?
12 getting one thing happening on severity, no, 12 MR.DOHERTY:
13 frequency | guess would end first and so you'd 13 A. As | understand it, | could have a
14 have a change then in your loss cost because 14 misunderstanding of their model, but as |
15 of frequency change and then a short period 15 understand it, their approach would be we will
16 where between 2003 and 2005 where now you’'ve 16 estimate a reform impact for something and
17 got severity changesin that second period, so 17 then we will adjust the data. So if you had,
18 now we've got another period, so you'd have 18 like our data shows--it appears to show
19 kind of a step ladder. I’ ve have more trouble 19 something going up here and then it's
20 with that just from understanding it, so yes, 20 significantly down. They would have said,
21 absolutely and we may have tested these 21 well, we' ve estimated reform and so, the data
22 aternate periods, movingit back on the 22 comes down by 5 percent or maybe it comes down
23 frequency and moving it forward on the 23 by 75 percent, but they would adjust the
24 severity and seeing what those look like. And 24 historical data and then say, now that | got
25 we would have had a discussion around those, | 25 my data adjusted, | can fit something over the
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Page 101 Page 103

1 two periods combined asif they’ re one period 1 MS. GLYNN:

2 because they should beon the same basis. 2 Q. Okay. | would liketo bring up the response

3 That’s not the way that wedo it. Butitis 3 to Question 4 that was filed last year and

4 an acceptable way of doing it. 4 that was entered as Exhibit No. 1 yesterday

5 MS. GLYNN: 5 please. Oliver Wyman questioned in, | think

6 Q. Okay. | want to bring up what we are going to 6 itwas 4B, | apologize, the impact of the

7 enter now as Exhibit No. Information 4, thank 7 reform and when you considered that in

8 you, and that'spage 2.5 of last year's 8 reviewing your frequency trend rate. So yes,

9 memorandum. 9 B, sorry. Could we go down to the answer to
10 MR. DOHERTY: 10 that, the response? Okay. And last year it
11 A. Okay. 11 was stated that "the impact of the 2004
12 MS. GLYNN: 12 reforms was considered and like Oliver Wyman
13 Q. Dated January 23rd. | think it’s already been 13 foundin itsanalysis, the reform variables
14 circulated to everybody. And this iswhere 14 were not found to be statistically
15 you need to help me, Mr. Doherty. If | read 15 significant.  For this frequency trend
16 the mathematical equation that’s starting 16 inclusion of 2004" -- we're not worried about
17 therein the third paragraph, and I’'m not 17 that part of it. So the explanation we asked
18 going to readit out, but it hasa reform 18 why the reforms were found to be so important
19 variableincluded intoit. Soto me, that 19 this year as opposed to last year. The answer
20 looks like it was included into the model. Is 20 that we received in our RFI was that there was
21 that correct? 21 adifference inthe model. We know that’s
22 MR. DOHERTY: 22 probably not correct. So can you tell me, Mr.
23 A. That would -- yeah, that would certainly look 23 Doherty, how looking at the same data last
24 likeit, yes. 24 year this impact wasnot considered to be
25 MS. GLYNN: 25 statistically significant, but thisyear it's

Page 102 Page 104

1 Q. Okay. And sothisisfrom last year' sfiling? 1 avery important part of the indications?

2 MR. DOHERTY: 2 MR. DOHERTY:

3 A Yes 3 . It sthe way that we bifurcated the experience

4 (11:45am.) 4 periods and I’'m not sure exactly what the data

5 MS. GLYNN: 5 was that Mr. Pelly was looking at. | view it

6 Q. Okay. I'dalsoliketogo to Exhibit 4 from 6 differently.

7 the same document of last year and then that 7 MS. GLYNN:

8 would be entered as Information No. 5. And if 8 Q. Okay. I'm just going to back step alittle

9 wego tounder the bodily injury coverage, 9 bit here because | also asked if the bodily
10 independent variables are listed there and the 10 injury reforms or again whatever happened in
11 same for property damage, there's an 11 2004, we talked about how that impacted
12 independent variable of severity, but again, 12 property damage and we talked about how that
13 there’'sno independent variable listed for 13 impacted accident benefits. Facility also
14 reform factor. 14 determined that that impacted collision and
15 MR. DOHERTY: 15 comprehensive as well?
16 A. Okay, yeah. 16 MR. DOHERTY:
17 MS. GLYNN: 17 A. There appeared to bea changeat that same
18 Q. So is that different then from your 18 time frame, yes.
19 explanation of - 19 MS. GLYNN:
20 MR. DOHERTY: 20 Q. Okay. And asavery small housekeeping item,
21 A. Yeah, it appears tobeso, soasl said my 21 I'd like to bring up page 196. We think there
22 understanding was incorrect. It lookslike 22 may be asmall typo there unless there was
23 they did try and physically account for it 23 reformsin 2002.
24 within the data without adjusting the data. | 24 MR. DOHERTY:
25 apologize. 25 A. Probably atypo.
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Page 105 Page 107
1 MS. GLYNN: 1 Q. Okay. And then the numbers -- the group of
2 Q. Okay. 196 please of the actuarial memorandum 2 numbers at the very bottom of the page, that’s
3 fromthisyear. Soit says at the top there 3 -- if we go back tothe heading, sorry,
4 the years used, adjusted for seasonality and 4 Andrew, if we can -- no, no, if we can see
5 then a 2002 reform. 5 what the headingsfor those bottom numbers
6 MR. DOHERTY: 6 are? So that’svarious averages of thetop
7 A Itwassplitat 2002. | don’t know what the 7 group of numbers?
8 reform would be though. 8 MR. DOHERTY:
9 MS. GLYNN: 9 A. Yes
10 Q. Okay. So thisgoes back to the discussion of 10 MS. GLYNN:
11 the 2004 split may not necessarily be the 11 Q. Okay. And then the middie group of numbers
12 reforms that were introduced? 12 there, those are the actual development
13 MR. DOHERTY: 13 factors chosen by Facility?
14 A. Right. 14 MR. DOHERTY:
15 MS. GLYNN: 15 A. Yes
16 Q. Okay. Sofor - 16 MS. GLYNN:
17 MR. DOHERTY: 17 Q. Okay. Soif welook at the numbersfor 18 to
18 A. The description here is inaccurate with 18 24 time period and we can look at the bottom
19 respect to a reform. The analysts selected 19 group, the averages, they're all below one
20 bifurcation at 2002. 20 there. | think theclosest onetoone is
21 MS. GLYNN: 21 9752 yet the selection by Facility was
22 Q. Okay, perfect. That clearsthat up. Mr. 22 1.1491.
23 Doherty, I'm going to move into the 23 MR. DOHERTY:
24 development periods and I’ d like to bring up 24 A. Yes.
25 page 157 of the memorandum and therewastwo |25 MS. GLYNN:
Page 106 Page 108
1 periods for accident benefits where Oliver -- 1 Q. Could you explain the basis for that
2 yeah, Oliver Wyman felt that Facility selected 2 selection?
3 loss devel opment factors that were higher than 3 MR. DOHERTY:
4 what the dataindicated. But | need your help 4 A. I'mnotexactly clear onthebasis for that
5 again with this, Mr. Doherty. Can you explain 5 selection, but | can undertaketo get that
6 the top part of this graph to us? 6 from the appointed actuary.
7 MR. DOHERTY: 7 MS. GLYNN:
8 A. Sure. Sothe vauesin the columns would 8 Q. Okay. That would be wonderful. And then the
9 represent the change from the value -- thisis 9 same actualy for the period of 48to 54
10 recorded activity? I'm not surewhat data 10 months, the same thing. We can see that the
11 we're looking at here. 11 averages are all below one.
12 MS. GLYNN: 12 MR. DOHERTY:
13 Q. Canwe bring down the heading? Okay. No, 13 A. Okay.
14 bring it down so we can see the - 14 MS. GLYNN:
15 MR. DOHERTY: 15 Q. Yetthefinal selection was 1.0353
16 A. Yeah, recorded amount. So, itwould just 16 MR. DOHERTY:
17 simply divide the-- inthisfirst column, 17 A. Okay.
18 divide the recorded claimsamount at age 12 18 MS. GLYNN:
19 months by for that same accident period, the 19 Q. Okay. Thank you very much. The next point or
20 amount at age six months. So it shows you the 20 the next area, | guess, is data selection and
21 increase or decrease implicit in moving from 21 Mr. Johnson spoke about thisin his cross, the
22 the six-month period to the 12-month period 22 fact that last year private passenger data was
23 and then from the 12-month, 18-month period, 23 used to develop bodily injury severity and
24 in the second column, et cetera. 24 accident benefit frequency and severity and
25 MS. GLYNN: 25 the reason for that was that the actuary from
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Page 109 Page 111
1 last year found that the commercial vehicle 1 the data, but I'm satisfied with the parameter
2 data didn't provide a satisfactory 2 selection, yes.
3 statistically significant model. 3 MS.GLYNN:
4 MR. DOHERTY: 4 Q. Okay. I'dliketo look at page 40 of the
5 A. | believeit wasfor severity. | think the 5 memorandum from this year as well, and if we
6 private passenger was used for severity, not 6 look at column six, the ultimate indemnity,
7 for frequency. 7 and we look at the third party liability for
8 MS. GLYNN: 8 2012. Soweneed togo down alittle bit
9 Q. Okay. My apologies. Can we bring up Question | 9 further. And we seetherethat it’slisted at
10 10 which was answered on March 31st of this 10 2.8
11 year? And inthis question, Oliver Wyman 11 MR. DOHERTY:
12 asked you to explain why private passenger 12 A Yes
13 data was used last year and then you've 13 MS. GLYNN:
14 changed it for thisyear and your answer was 14 Q. Andl wantyouto keep that number inyour
15 that "we believe the risk characteristics that 15 mind for a second because then | want to |ook
16 drive frequency and severity changes over time |16 at page 80 of the same document.
17 for taxis are more akin to those of commercial 17 MR. DOHERTY:
18 vehicles than private passenger.” 18 A. Yeah
19 MR. DOHERTY: 19 MS. GLYNN:
20 A. Yes 20 Q. Andin the numbering column--it's listed
21 MS. GLYNN: 21 total, column 22. We need to go down to 2012
22 Q. Andwe're finewith that. What we want to 22 again please. The number thereis alittle
23 know isthe difference from last year. Why 23 over five million. So canyou explainthe
24 the change from last year? 24 differencein -- why the differencein those
25 MR. DOHERTY: 25 two numbers?

Page 110 Page 112
1 A. We were able to find for severity a 1 MR. DOHERTY:
2 statistically  satisfactory model for 2 A. Sorry, could you slide up? | just want to see
3 commercia severity and so we used it. 3 what the dataishere. Okay, if you could
4 MS. GLYNN: 4 slide down now, please? Sothat’s thelink
5 Q. Sodidthedatachange from last year? 5 ratio estimate for 2012 and if you slide down
6 MR. DOHERTY: 6 to the next section, please. No, go back up
7 A Yes 7 again. | apologize. I’m just trying to -
8 MS. GLYNN: 8 MS. GLYNN:
9 Q. Becausewe veadded ayear intoit? 9 Q. Absolutely.
10 MR. DOHERTY: 10 MR. DOHERTY:
11 A Weveaddedayear. | asobelieve, andl’'m 11 A. -trying to piecethistogether alittle bit.
12 not sure on this, but | believe Eckler was 12 Canwegoto-
13 using indemnity plus expenses where we're 13 MS. GLYNN:
14 using only indemnity. | don’'t know if that 14 Q. Itwas page 40.
15 had an impact. All I know isthat when we 15 MR. DOHERTY:
16 review the commercial severity, we were able 16 A. -D5? Sorry, D2. Yeah, so thedifference
17 to determine to my satisfaction a parameter 17 between the number that you're seeingin D1is
18 for the trend. 18 for taxis.
19 MS. GLYNN: 19 MS. GLYNN:
20 Q. Okay. Soyou're satisfied that the datafor 20 Q. Okay.
21 commercia vehicle was stable enough to use 21 MR. DOHERTY:
22 for thisyear? 22 A. The valuethat you're seeingin the loss
23 MR. DOHERTY: 23 development exhibit, Appendix A, is for all
24 A. Yes. There's a lot of process variance, 24 non-private passenger.
25 absolutely, and | think you can see that in 25 MS. GLYNN:
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Page 113 Page 115
1 Q. Okay. Sotheloss development factors then, 1 Q. Andif --thisisagan just aslight change
2 they’re not based on the taxi data? They're 2 from last year’ sfiling, which we'd like you
3 based on the - 3 toexplain. If wego to page 14, if wego
4 MR. DOHERTY: 4 down just alittle bit further, yes, uninsured
5 A. Correct. 5 automobile. To me, when | look at this, |
6 MS. GLYNN: 6 think that the uninsured automobiles rates are
7 Q. Okay. 7 based off accident benefit rates. Would that
8 MR. DOHERTY: 8 be -
9 A. Non-private passenger. So, the 5,088,963 that 9 MR. DOHERTY:
10 you saw in Appendix A that you pointed usto, 10 A. Yeah, the trend rates. We usethe sameas
11 you'll seeit here as the selected ultimate, 11 accident benefits, yes.
12 the 5,088,963. 12 MS. GLYNN:
13 MS. GLYNN: 13 Q. Okay. And last year, again last year we think
14 Q. Sotwo questions off that, one very general. 14 they were used off third party liability. We
15 What's included in non-private passenger 15 could bring you to Exhibit 4.
16 vehicle data? 16 MR. DOHERTY:
17 MR. DOHERTY: 17 A. No, that'sfine. That's reasonable.
18 A. Everything that’s not private passenger. 18 MS. GLYNN:
19 MS. GLYNN: 19 Q. Sojustif you could tell uswhy the change?
20 Q. Okay, s0- 20 (12:00 p.m.)
21 MR. DOHERTY: 21 MR. DOHERTY:
22 A, Soal publicvehicles, al commercial, al 22 A. That's an actuarial judgment piece. Our
23 inter urban, all miscellaneous vehicles. 23 underinsured motorists we align with Bl and
24 MS. GLYNN: 24 uninsured automobile we align with accident
25 Q. So ski-doos? 25 benefits. It's embedded within that
Page 114 Page 116
1 MR. DOHERTY: 1 government line. Wejust treat it that way.
2 A. Pardon me? 2 It'sjust ajudgment call.
3 MS.GLYNN: 3 MS.GLYNN:
4 Q. Ski-doos? 4 Q. Okay.
5 MR. DOHERTY: 5 MR. DOHERTY:
6 A. Yes 6 A. There snothing specificin my mind that was
7 MS. GLYNN: 7 driving that.
8 Q. Okay. Andcan yousay if thefactors for 8 MS. GLYNN:
9 taxisthen are developing the same as they 9 Q. Anddo you know the rate indication because of
10 would be for these non-private passenger 10 the change?
11 vehicles? 11 MR. DOHERTY:
12 MR. DOHERTY: 12 A. Not off thetop of my head, sorry.
13 A. lwouldbelieveit'sa fair assessment given 13 MS. GLYNN:
14 that probably two-thirds of the actual claims 14 Q. Canwehave anundertaking to get that rate
15 that arein that dataset of non-private 15 indication change
16 passenger are taxis. 16 MR. DOHERTY:
17 MS. GLYNN: 17 A. Certainly.
18 Q. | only have afew more questions on trend. 18 MS. GLYNN:
19 MR. DOHERTY: 19 Q. Thank you. I’d aso like to go to Question 14
20 A. I’'mfine. 20 filed March 31st of thisyear. And if we look
21 MS. GLYNN: 21 at theanswer for bodily injury severity,
22 Q. We'reamost there. 22 right at the end, it says "the model indicates
23 MR. DOHERTY: 23 that it struggled with the fitting".
24 A. I'mfine. 24 MR. DOHERTY:
25 MS. GLYNN: 25 A, Yes
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Page 117 Page 119
1 MS. GLYNN: 1 A Yes, | would say that's a fair
2 Q. And it saysthe same thing for accident 2 characterization, yes.
3 benefit severity, "the model indicates it 3 MS.GLYNN:
4 struggled fitting the severity post reform". 4 Q. Okay.
5 MR. DOHERTY: 5 MR. DOHERTY:
6 A. Yes 6 A. Toa large extent. | don't know to what
7 MS. GLYNN: 7 extent if | looked at the same data, | would
8 Q. Sowhen | read that, again, it means that your 8 have come up with the same conclusion. So if
9 models aren’t perfect? 9 I came up with different conclusions, it would
10 MR. DOHERTY: 10 certainly be actuarial judgment, yes.
11 A. Yeah, the selection of the periods and when | 11 MS. GLYNN:
12 say it struggles with it, there’ sa high level 12 Q. Okay. We'refinished with trending. | wanted
13 of process variance. There's a lot of 13 to-
14 variability in theresultsand that’s-- and 14 MR. DOHERTY:
15 because it's the residuals that you're 15  A. Just one more.
16 measuring, it does struggle -- the regression 16 MS. GLYNN:
17 itself comes up with anumber. 17 Q. | want totalk about the credibility standard
18 MS. GLYNN: 18 for a couple of minutes, and we have discussed
19 Q. Okay. 19 that the standard for third party liability
20 MR. DOHERTY: 20 change from 5410 last year to 3246 this year
21 A. It'sjust amathematical calculation. When | 21 and you discussed the reason with that change
22 say it struggles, what I'mreferring to is 22 or for that change with Mr. Johnson yesterday.
23 that it's hard to interpret because the 23 So could we bring up page 92 of yesterday’s
24 residuals are so far from those fitted lines. 24 transcript, please? November 6th, yeah. And
25 There’salot of what | call process variance 25 if we just go down to page 92, yeah, okay.
Page 118 Page 120
1 embedded in there that it’ s hard to get a good 1 Stopright there. Thank you. Stop, okay.
2 fit, absolutely. 2 Andif | understand what you said yesterday
3 MS.GLYNN: 3 was that last year when Eckler determined 5410
4 Q. Andarethesethetwo that last year we used 4 they had done some kind of study and that’s
5 private passenger? 5 how they had estimated their multiplier, but
6 MR. DOHERTY: 6 when you took over the process, you made
7 A. That'scorrect. 7 actual judgment.
8 MS. GLYNN: 8 MR. DOHERTY:
9 Q. Sodidyoutry private passenger thisyear if 9 A Yes
10 you were struggling with the fit? 10 MS. GLYNN:
11 MR. DOHERTY: 11 Q. Isthat correct? Okay. I'd like to bring us
12 A. I didnotlook atthe--1 have the private 12 to Section 2.81 of your memorandum from this
13 passenger severity trends, but we did not use 13 year. Oh, | don’'t have the page, sorry.
14 them in this, no. 14 Okay, here itis, sorry. Yeah. Andright
15 MS. GLYNN: 15 hereit says"the current full credibility
16 Q. Okay. So we'velooked at theimpact of the 16 standards were derived based on the analysis
17 reforms or whatever happened in 2004 and that 17 of a2003 industry Atlantic commercial size of
18 they’'re afactor thisyear but they weren't 18 loss experience.” Isthat the same study that
19 last year, and we've looked at the fact that 19 Eckler used last year?
20 the commercial vehicle data was appropriate to 20 MR. DOHERTY:
21 use this year but not last year. I’'m not -- | 21 A. Thisisanincorrect statement. | apologize.
22 guess, the reason for the change hascomedown |22 MS. GLYNN:
23 to actuarial judgment. Is that a fair 23 Q. Okay.
24 statement? 24 MR. DOHERTY:
25 MR. DOHERTY: 25 A. Itwasbased onmy judgment. | didn't pick
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Page 121
1 that up when | was reviewing the report. |
2 apologize.
3 MS.GLYNN:
4 Q. Okay. Just onelittle follow up question. In
5 the footnote, it saysthat "this analysis will
6 be updated in 2014" but now we didn’t use this
7 thisyear?
8 MR. DOHERTY:
9 A. No
10 MS. GLYNN:
11 Q. Okay. Will youuseit nextyear? | don't

12 know if -
13 MR. DOHERTY:

© 00 N o ok~ WDN P

=
o

11
12
13

Page 123
standard again?
MR. DOHERTY:
A. | could even change theway we determine
credibility, yeah, absolutely.
MS. GLYNN:
Q. All right.
MR. DOHERTY:
A. Itprobably --if wedid make achange, |
don’'t think we'd actually change it in 2015.
| think there’'sa small window for 2015
change. It would probably get implemented for
2016, but | don’t know at this point.
MS. GLYNN:

14  A. Wdll, we're reviewing overall what credibility 14 Q. Okay. So the change from the 5410 standard to
15 processes we're going to use and as | 15 the 3246, do you have the effect that that had
16 mentioned earlier, there are different types 16 on therate level indication?
17 of metrics that you can use. So you can use 17 MR. DOHERTY:
18 claim counts. You can convert claim countsto 18 A. | believe yesterday we said it was about seven
19 exposure counts. There are -- there's 19 points, was that about right? Somewhere
20 classical credibility. There's -- 1 think 20 around there, yes.
21 it'scalled Buhlmann credibility. There's 21 MS.GLYNN:
22 also Bayesian credibility. The selection of 22 Q. Seven percent.
23 what credibility criteriaprocessto useis 23 MR. DOHERTY:
24 something that we've put on our docket for 24 A. Yeah.
25 review. When we identify things that we want 25 MS. GLYNN:
Page 122 Page 124
1 to consider, other approaches, we put it on a 1 Q. Andwasthat taken into consideration when you
2 list of things that we might consider in 2 were advised the approach?
3 changing our processes. We try and be 3 MR.DOHERTY:
4 consistent everywhere, but we put it on our 4 A. No.
5 list. We would do an investigation of what 5 MS. GLYNN:
6 the impact might be of changing and then we 6 Q. Thecredibility -
7 would firstof all discussthat with our 7 MR. DOHERTY:
8 partners. If we come to some sort of 8 A. Weknew that the change overall would tend to
9 conclusion or recommendation for management to 9 give more weight to experience, the actual
10 make a change to the process, we would then 10 experience underlying it. 1n some classes of
11 take it for discussion at the actuaria 11 business that means that because the
12 committee to get their input and their ideas 12 experienceis better than the underlying it
13 on the value of staying the same or moving 13 would improve the results, i.e. rate
14 forward. Our goal wasto gettothat for 14 indications would drop. In some classes, some
15 2014. Wedidn't get to it. 1t's been pushed 15 jurisdictions, it would go the other way. It
16 forward to 2015. I'm not sure if we're going 16 really is giving more weight to the experience
17 to do it for 2015 either. 17 than what it was under the other methodol ogy
18 MS. GLYNN: 18 and really depends on how the experience looks
19 Q. You dtill have two monthsin 2014. 19 relative to the rates.
20 MR. DOHERTY: 20 MS. GLYNN:
21 A. I'vegotalot of stuff that | havetodoin 21 Q. Thecredibility standard for comprehensive and
22 the next two months. 22 specified perils also changed from last year’s
23 MS. GLYNN: 23 filing. They were 3246 last year and they
24 Q. So with this analysis then, it is a 24 changed to 1082 this year. So, can you -- the
25 possibility that you could change your 25 same, it was -
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1 MR. DOHERTY: 1 absolutely.

2 A. Itwasthe same. 2 MS. GLYNN:

3 MS.GLYNN: 3 Q. A coupleof questions on physical damages

4 Q. Your judgment? 4 multiplier, and we' re amost at the end.

5 MR. DOHERTY: 5 MR. DOHERTY:

6 A. |justsplit it betweenlongtail and short 6 A. Okay.

7 tail and all short tail getsthe same and all 7 MS. GLYNN:

8 long tail getsthe same. 8 Q. Can you confirmthat the physica damage

9 MS.GLYNN: 9 coverages for taxis, they're currently rated
10 Q. Okay. And do you know the changesthat those |10 as a percentage of Facility’s private
11 -- theimpact that those changes had on the 11 passenger rates?

12 rate level indication? 12 MR. DOHERTY:
13 MR. DOHERTY: 13 A. Yeah. Sowewould rate up an individual taxi
14 A. Not off the top, no. 14 asif it wasa private passenger vehicle and
15 MS. GLYNN: 15 then we would multiple it by the multiplier.
16 Q. And canyou undertaketo - 16 MS. GLYNN:
17 MR. DOHERTY: 17 Q. Andthat’sthe physical coverage multiplier?
18 A. Absolutely, yes. 18 MR. DOHERTY:
19 MS. GLYNN: 19 A. Yes
20 Q. Perfect. Complementto credibility, | won't 20 MS. GLYNN:
21 spend much time. Again, it was something that 21 Q. Okay. Andthat's currently 225 percent of
22 Mr. Johnson explored with youand he did 22 private passenger rates?
23 indicate, of course, that the Boardin its 23 MR. DOHERTY:
24 order last year, Order A1-9-2013, the Board 24 A. | believeso. | don’t know if it's 200 or 225
25 said that it did not accept the assumptions 25 or 250. It would be one of those three.

Page 126 Page 128

1 that Facility used for its losstrend rates, 1 MS. GLYNN:

2 nor did it accept the return on investment and 2 Q. So0225, subject to check.

3 developing. Soagain, I'm struggling to 3 MR. DOHERTY:

4 understand how the Board can accept that there 4 A Okay.

5 wasrate inadequacy when the Board thought 5 MS. GLYNN:

6 that last year's rates were appropriate. 6 Q. Andcanyou explain how that multiplier was

7 MR. DOHERTY: 7 determined?

8 A. Yeah, |Itried to get -- make this clear 8 MR. DOHERTY:

9 yesterday and | don’t perhaps -- 1 think | 9 A. Previoudy | believe itwasat 250 and then
10 did. | believe the Board would be consistent 10 last year we had an undertaking to do an
11 by saying our view is that the complement of 11 analysis to see based on the experience
12 credibility should be based onyour rates 12 whether or not it should move and based on
13 being either adequate or very close. | think 13 that experience, | believe Mr. Pelly came up
14 there was a small change there. 14 with arecommendation that | think it was 225,
15 MS. GLYNN: 15 like you said, now that | think about it.

16 Q. Yeah 16 MS. GLYNN:

17 MR. DOHERTY: 17 Q. 225, yeah.

18 A. But for the most part, being adequate, 18 MR. DOHERTY:

19 relativeto our view of your previous one, 19 A. Yeah, soit wasbased on anaysisof the
20 just like | believe I’'m being consistent with 20 experience. I’'m not sure how hedid the
21 my view that | don’'t agree with the assessment 21 credibility weighting off the top of my head,
22 of the underlying assumptionsand that this 22 but was able to determine that, yes.

23 oneiscoming forward. So | think you would 23 MS. GLYNN:

24 be completely consistentto say use this 24 Q. Okay. Inthecurrent application, Facility
25 complement as opposed to the onethat we used, |25 presents rate level changes of negative 20 for
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1 collision, negative 1.2 for comprehensive, 1 thisindication, the second indication where
2 positive 9.6 for specified perils and a 2 it shows and 18.4 and 125.4 and 132, if we go
3 negative 13.7 for all perils, all subject to 3 over to PUB-24 and we look at the last
4 check. 4 highlighted, and | think it's the same
5 MR. DOHERTY: 5 assumptions that are being used, the
6 A. Okay. 6 indication is now changed to 17.4, 186.7 and
7 MS. GLYNN: 7 195.3.
8 Q. Sothat’'san overal indicated decrease of 9.1 8 MR. DOHERTY:
9 for the physical damage coverage combined but 9 A. | would have to compare the actual -
10 there'sno proposal for any changein the 10 MS. GLYNN:
11 physical damage? 11 Q. Maybe we could have an undertaking, Mr.
12 MR. DOHERTY: 12 Doherty -
13 A. My understanding, that’s correct. 13 MR. DOHERTY:
14 MS. GLYNN: 14 A. Yeah, absolutely.
15 Q. Okay. Can you explainwhy that decrease 15 MS. GLYNN:
16 wasn't applied for? 16 Q. -foryoutolook at those.
17 MR. DOHERTY: 17 MR. DOHERTY:
18 A. Typicaly with dependent coverages, we don’t 18 A. Because|'mlooking at the net trend. There's
19 do that additional review of that factor and 19 a396. I’'m not surethat they used the same
20 because they are dependent coverages, if 20 trend period on the two of them.
21 private passenger rates change, so if we were 21 MS.GLYNN:
22 to giveyou afiling for private passenger and 22 Q. Perfect. If you could undertake -
23 physical damage premiums got reduced through |23 MR. DOHERTY:
24 that process, if we' ve changed the relativity, 24 A. Soyeah, we can certainly look at that.
25 then there would be a decrease that happens 25 MS. GLYNN:
Page 130 Page 132
1 automatically with taxis. If therewas an 1 Q. -tolook at that, that would be wonderful.
2 increase obviously there would be an increase. 2 MR.DOHERTY:
3 Our view is that the relativity between the 3 A. Absolutely, yeah.
4 physical damage experience for private 4 MS.GLYNN:
5 passenger and taxisisreflected inthe 2.25 5 Q. Ithink we'redone.
6 percent and if you changethe relativity to 6 MR.DOHERTY:
7 reflect the experience of physical damage for 7 A. Well, thank you. And | appreciate the
8 taxisbut therdativity actually staysthe 8 opportunity to speak in from of the committee
9 same, then if we change private passenger, 9 and respond to questions.
10 that’ s automatically going to have another 10 MS. GLYNN:
11 impact on taxis that then again realigns the 11 Q. I'mnotsure-
12 relativity of the two of them, but because we 12 STAMP,QC:
13 changethe relativity, you get a different 13 Q. We'renot done.
14 impact. So it’sjust atiming issue more than 14 MS. GLYNN:
15 anything else. 15 Q. -actualy the Commissioners may have some
16 MS. GLYNN: 16 questions or Mr. Stamp may have some redirect.
17 Q. Subject to checking with my two wonderful 17 So you'renot quite -- you're finished with
18 assistants here, | haveone final line of 18 me.
19 questioning and | think it's a housekeeping 19 MR. DOHERTY:
20 item. If we could bring up the responsesto 20 A. Allright.
21 PUB-FA-23, we think there's adiscrepancy in 21 MR. SHAWN DOHERTY, RE-EXAMINATION BY KEVIN STAMP, Q.C.
22 the numbers provided in 23 and 24. So if we 22 STAMP,QC.:
23 go to the table -- and | should have had this 23 Q. | haveafew questions for clarification, Mr.
24 put together so you could seethe numbers 24 Doherty, arising. | think these are mostly
25 together and | apologize, Mr. Doherty, but 25 out of -- maybe entirely out of Mr. -- the
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1 Consumer Advocate's questions. There wasa 1 STAMP,Q.C.:
2 discussion, Mr. Doherty, about the Nova Scotia 2 Q. Sowhat happensif thereis a suggestion, for
3 case that was, | guess, mentioned to you and 3 example, on the part of the Consumer Advocate,
4 dealing with theissue of ROI inthe Nova 4 if thereis asuggestion that the ratingin
5 Scotia context. Y ou undertook to provide some 5 let'ssay, you know, Corner Brook territory
6 material about that. 6 whichis, | think, 06 or 07, not sure which
7 MR. DOHERTY: 7 one, if that ratewas to be -- if the
8 A Yes 8 indication for that rate wasto be brought
9 STAMP,Q.C.: 9 down because of the experience that you spoke
10 Q. Andcanyou also undertaketo provide, when 10 about, what would happen to the overall result
11 you do that, the extent to which Nova Scotia 11 in the rate indications you've prepared
12 allows a cost of capital or ROE, if that's the 12 generally across the board?
13 right way of describing it, allowanceinits 13 MR. DOHERTY:
14 decision aswell? 14 A. Wewould still belooking for the overall rate
15 MR. DOHERTY: 15 increase that we're asking for. You can
16 A. Yeah, they do allow an 11 percent after tax 16 certainly make it so that some territories
17 return on equity, but | will undertake to get 17 have less than that indication overal, but if
18 that formally recognized. 18 you do, then some other territory needs to get
19 STAMP, Q.C.: 19 more to offset that.
20 Q. Okay. Now my learned friend spoke about the |20 STAMP, Q.C.:
21 issue of the four territories and I'm not sure 21 Q. That'swhat I’m getting at. 1f you drop one
22 if theimplication of itisthat -- | think 22 territory, what happens in the other
23 the implication suggested that maybe one or 23 territory?
24 more of these territories was less risky than 24 MR. DOHERTY:
25 another for the claims. 25 A. Youwould have to increase more to offset it.
Page 134 Page 136
1 MR. DOHERTY: 1 STAMP, Q.C..
2 A. I'mnot sure |l would necessarily characterize 2 Q. Becausethe dollar amount you're seekingis
3 it as lessrisky, but certainly it appears 3 fixed, isit?
4 that the rate level adequacy, when you look at 4 MR. DOHERTY:
5 the lossratios, the reported loss ratios 5 A. Yes, that's correct.
6 alone, looking at those, the rates in certain 6 STAMP, Q.C.:
7 territories certainly seem to be more adequate 7 Q. Andon thepoint, onthis -- similarly, |
8 than in other territories, but it could be 8 guess, it wasbrought up that there's a
9 that there’ slarge loss activity that you get 9 suggestion that there would be -- had you
10 once every five yearsor onceevery three 10 looked at the discount or the elimination of
11 years because you got enough taxis here, but 11 the discount and the impact on that, so if the
12 those claims haven't had the opportunity to 12 discount is eliminated as was being talked
13 arise in those other territories because you 13 about by the Consumer Advocate, what would be
14 got too short of aperiod. Sol can't really 14 the effect on premium of the elimination of a
15 comment on it, but certainly from the data 15 discount?
16 that was presented, the lossratiosin certain 16 (12:15 p.m.)
17 territories is lower and in some cases 17 MR. DOHERTY:
18 significantly lower than other territories and 18 A. That will increase premium.
19 on aconsistent basis it appears. 19 STAMP, Q.C.:
20 STAMP, Q.C.: 20 Q. Andso whenyoudid your analysis and your
21 Q. But the rate indications that have been 21 indications, did your premium reflect the
22 generated are across al territories, are they 22 absence of adiscount?
23 not? 23 MR. DOHERTY:
24 MR. DOHERTY: 24 A. No, wedid not do a separate analysis on that.
25 A. That'scorrect. 25 So to the extent that the -- and | think that
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1 was brought up that there wasno specific 1 theloss ratiois the same asit would be
2 amounts that we had determined -- felt we were 2 maybe in our private passenger and so the work
3 able to determine because we don’t have access 3 effort is commensurate with that, but the loss
4 to the information to be able to measure that 4 ratio isthree or four timesashigh. Sol
5 impact. 5 would -- my initial view on thatis that
6 STAMP, Q.C.: 6 they’re probably not getting the amount of
7 Q. Okay. Theissue of, | guess, the compensation 7 money that iscommensurate with the work
8 for the servicing carriers, some of the 8 effort because we're not charging enough and
9 expense provisions | guess really was brought 9 so we're not really reflecting in the premium
10 up and the question as | understand from the 10 the underlying loss cost.
1 Consumer Advocate seemed to be directedtois |11 STAMP, Q.C.:
12 it fair that the cost being -- or the expense 12 Q. Okay. Andyou spoke, Mr. Doherty, about the
13 amount being paid to the servicing carriersis 13 fact that, | guess, these expenses captured in
14 going up because of anincrease in premium. 14 the plan of operation and that it is approved
15 What I’'m wondering isif what drives up the 15 for the Superintendent of Insurance?
16 increase in premium is, for example, an 16 MR. DOHERTY:
17 increasein severity and that’s what you've 17 A. That'scorrect.
18 identified | think throughout most of this 18 STAMP, Q.C.:
19 process, certainly for the third party 19 Q. Okay. Sothat’swithin hisdomain to direct
20 liability bodily injury component that has 20 and control, | guess, or at least decide
21 been certainly thefocus. What happens to 21 whether he would agree with the plan of
22 your expense -- the service carrier expenses 22 operation or changesto it?
23 associated with, | guess, looking after that 23 MR. DOHERTY:
24 processif severity has goneup? | mean, if 24 A. Yes.
25 the cases have gotten more expensive, more 25 STAMP, Q.C.:
Page 138 Page 140
1 complicated, longer expenses, longer claims 1 Q. Andyou did speak about one particular element
2 periods, what happens to your expenses, do you 2 of expenses where there had been a proposal to
3 think? 3 amend the plan of operation to increase
4 MR. DOHERTY: 4 certain expense payments?
5 A. | assume that if you expend moretime and 5 MR. DOHERTY:
6 energy adjudicating claims there’'s a cost 6 A. Correct.
7 associated with that. 7 STAMP, Q.C.:
8 STAMP, Q.C.: 8 Q. Andthat approval had been reached with the
9 Q. Andwould you expectthat there'd be some 9 superintendentsin all of the jurisdictions
10 correlation between the cost of adjudicating 10 where you operate save to -- did | understand
11 claimsif the claims were small values versus 11 you to say that you were -
12 claimsthat are big values? 12 MR. DOHERTY:
13 MR. DOHERTY: 13  A. Yes
14 A, Potentially, and I think, you know, if the 14 STAMP, Q.C.:
15 premium level for all classesof business 15 Q. -don’'t have approval -
16 generates the same loss ratio then you 16 MR. DOHERTY:
17 generate enough premium commensurate with the |17 A. Except for Alberta and Newfoundland, yes,
18 loss cost level. If you then think there’ s a 18 Newfoundland and Labrador.
19 relationship between loss cost and the work 19 STAMP, Q.C.:
20 effort associated with it, then you're 20 Q. Anddoes that mean you're not going to get
21 generating the right amount of servicing 21 approval or it'sjust that approval has still
22 carrier cost or fee commensurate with the loss 22 not been received?
23 cost themselves. | think the challenge that 23 MR. DOHERTY:
24 we have in taxis is that we're paying 24 A. | don't know that answer.
25 servicing carriers X on the assumption that 25 STAMP, Q.C.:
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1 Q. That'snot clear toyou, isit? 1 STAMP,Q.C.:

2 MR. DOHERTY: 2 Q. Just one further question. One final

3 A. That'snot clear to me. 3 question, Mr. Doherty. In terms of the

4 STAMP, Q.C.: 4 changesin process or methodology that have

5 Q. Okay. Onelast question. Mr. Chairman | 5 been adopted here, were any of those changes

6 guess touched on thisaswell. Theissue of 6 made by you with abiasto try and achieve a

7 if you have percentage use of vehicle some, 7 certain outcome?

8 for example, personal use and then some taxi 8 MR. DOHERTY:

9 use, the thinking would be that there would be 9 A. No, thechangesthat | make broadly havel’d
10 some kind of an attempt to rate the premium 10 say three or four main focuses. My primary
11 based on that distribution. 11 focus certainly is to get into what | would
12 MR. DOHERTY: 12 refer to better answers faster. | would refer
13 A. Fortheindividua? 13 tothat asthe effectiveness. But| also
14 STAMP, Q.C.: 14 focus on efficiency. As | mentioned | think
15 Q. Wdl, I understood that therewas a rate 15 at the beginning of my remarks under direct,
16 change that was proposed which would eliminate |16 I’ve worked at a number of organizations where
17 this, | guess, application of alower rate for 17 that wasmy primary responsibility was to
18 taxi -- you're applying arate for taxi across 18 start actuarial services or to improve
19 the board that is the highest use rate? 19 existing actuarial services and so | do focus
20 MR. DOHERTY: 20 on efficiency. | dofocus on making sure
21 A. Yeah, asl understand the current process, an 21 that as much as possible we're applying
22 application would come in and on the 22 consistent approach across jurisdictions which
23 application, the operator would identify the 23 iswhy we moved to asingle template instead
24 percentage use of their vehicle split between 24 of having two different approaches, why we
25 taxi and private passenger and as | understand 25 have a trend model that we use for al

Page 142 Page 144

1 it, under the current, if they are using the 1 classes. We use the exact same trend model.

2 vehicle for more than 50 percent for private 2 It sa templatethat you bring forward for

3 passenger, the vehicleisrated asif itisa 3 commercial, private passengers, motorcycles.

4 private passenger vehicle. There may be a 4 We could do Facility Association only or

5 businessclass. It might beaclass 07, so 5 industry. We could apply anything to it. So,

6 there may be some reflection that you're 6 certainly we don't pick --  you know, cherry

7 actually using your vehicle for business 7 pick factorsto have certain outcomes. Our

8 class. I'mnot sure on that individual 8 goal isto get what we thinkis a good

9 rating. But if it's predominantly taxi, then 9 estimate of our future costs so that we can
10 it would berated asif it were full-time 10 determine what we should bedoing from a
11 taxi. 11 premium standpoint.

12 STAMP, Q.C. 12 STAMP,Q.C.:

13 Q. Andwhat sort of, if you like, you know, audit 13 Q. Thankyou. Thoseareal my questions, Mr.
14 opportunity exists to make sure that what is 14 Chairman.

15 being said by the person who says"l useit 15 CHAIRMAN:

16 for 25 percent thisway and 75 percent that 16 Q. Thankyou. | think well that's everything now
17 way", what opportunity isthere really to test 17 until the -- oh, I’m sorry. What' s wrong with
18 the accuracy of that? 18 me? Questions.

19 MR. DOHERTY: 19 MR.SHAWN DOHERTY, CROSS-EXAMINATION BY COMMISSIONER
20 A. | can’'t answer that question. | don't know. 20 DWANDA NEWMAN

21 STAMP, Q.C.: 21 COMMISSIONER NEWMAN:

22 Q. Soitisaconcernthat it could be open for 22 . | do have one question. | believe you had

23 abuse? 23 indicated when asked why the proposal isfor
24 MR. DOHERTY: 24 an approximate 50 percent rate increase
25 A. Itmay be. | don’'t know. 25 whereas indications were somewhere either 67
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1 or 75 or 95 depending on what the parameters 1 DARLENE WHALEN
2 are that are used and | think your answer was 2 VICE-CHAIR WHALEN:
3 that management wanted to cap the increaseto 3 Q. Iljust wantedto goback to, I think, the
4 reduce the year-on-year impact on rate payers 4 discussion you might have had with Ms. Glynn
5 or the burden. 5 this morning on your mission statement and the
6 MR. DOHERTY: 6 language around that. | think, correct meif
7 A, That'sright, yes. 7 | didn't -- if I'm paraphrasing you
8 COMMISSIONER NEWMAN: 8 incorrectly.
9 Q. Okay. 9 MR. DOHERTY:
10 MR. DOHERTY: 10 A. Okay.
11 A That's part of the thought process, as | 11 VICE-CHAIR WHALEN:
12 understand it, yes. 12 Q. DidI understand you to say that FA’'sgoal is
13 COMMISSIONER NEWMAN: 13 to depopulate as -
14 Q. Okay. Isthereastandard or aguideline or a 14 MR. DOHERTY:
15 norm within Facility Association with regard 15 A. Not necessarily depopulate, but to make our
16 to the level of rate increase that would pose 16 market share as small as possible.
17 aburden or that would normally be proposed 17 VICE-CHAIR WHALEN:
18 from year-on-year? 18 Q. Small aspossible.
19 MR. DOHERTY: 19 MR. DOHERTY:
20 A. There'sa number of considerationsthat go 20 A. And thereason we use the words "as possible”
21 into deciding that. Certainly one of themis 21 is because it varies depending on the
22 what isthe overal ratelevel. So just to 22 marketplace and stuff like that really focused
23 ballpark it, if you had a rate level 23 on.
24 indication that was a hundred percent and we 24 VICE-CHAIR WHALEN:
25 would -- normally, I think, they would look at 25 Q. Absolutely. Soyou are still -- your residual
Page 146 Page 148
1 like capping it at 20 percent. But if you cap 1 market, you're for the residual market and so
2 it at 20 percent and you really believe you 2 | guess how is it -- well, let me preface
3 had a hundred percent indication, it's going 3 that. Ideally | guessthenthe majority of
4 to take you fiveyearsto get to rate level 4 the risk that would be in FA that you want to
5 adequacy. So that’s part of the consideration 5 move out of FA?
6 when we're taking it into account. In this 6 MR. DOHERTY:
7 particular situations, both last year and this 7 A. ldedlly | would have no business at all.
8 year, and as | project forward with management 8 VICE-CHAIR WHALEN:
9 saying experience level is hereandif the 9 Q. Yeah, andl think | heard you say that, yeah.
10 experience continues likethis, then here's 10 So those risks would be written in the
11 how your future indications are going to go 11 voluntary market?
12 because your credibility weighted indication 12 MR. DOHERTY:
13 isgoing to move moreand more toward the 13 A. That’scorrect.
14 experience. And so when welook at the 14 VICE-CHAIR WHALEN:
15 experience alone, indication being at 125 15 Q. How isitthat al of the taxis, the mgority
16 percent, that had a bearing on the decision as 16 of taxis, or | don’t know what the number is -
17 well that not just the 75 or the 68 or 17 - | think you say amost all thetaxis in
18 whichever one you choose, but look at if the 18 Newfoundland and Labrador are in Facility
19 experience continues on this way, then we're 19 Association?
20 never going to catch up if we make it too low. 20 MR. DOHERTY:
21 COMMISSIONER NEWMAN: 21 A. | believeit'sareflection of the rate -- the
22 Q. Thank you. 22 perception in the industry of the amount of
23 COMMISSIONER OXFORD: 23 rate you would need to make areturn on your
24 Q. Noquestions. 24 capital. There may be some other
25 MR. SHAWN DOHERTY, CROSS-EXAMINATION BY VICE-CHAIR 25 considerations like the amount of work effort
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1 and stuff like that and the level of expertise 1 business and the taxi businessthat are not
2 you would have to apply to ensure that you're 2 truerisk in the sense of what FA is designed
3 underwriting the risk appropriately, that 3 to capture?
4 you' re charging the appropriate risk and that 4 MR. DOHERTY:
5 you can manage the claims appropriately. 5 A. Theremay very well be and | currently do not
6 Certainly | think at the experience loss 6 have the capability of drilling down to
7 ratios, individual voluntary companies would 7 identify those. And | certainly don’t have
8 not be interested in writing the business at 8 the expertise and that’s where it would be
9 these levels. 9 wonderful if we had a member company or two
10 VICE-CHAIR WHALEN: 10 member companies that did have that expertise
11 Q. Sothe voluntary market doesn't have-- it 11 or even, as | mentioned earlier, amanaging
12 doesn’t haveit on their books, a rate that 12 general agency that was able to come in and
13 would -- or arateat whichitwill takea 13 look at the portfolio and say, you know, even
14 taxi risk? 14 our rating agorithm, if you want, probably
15 MR. DOHERTY: 15 doesn’'t split out in sufficient detail the
16 A. | would suggest perhaps-- and | don’'t want -- 16 types of risk characteristics that | believe
17 | guess | shouldn’t be speaking on behalf of 17 the Consumer Advocate was speaking of and in
18 the industry, but | would imagine there’' s no 18 even more detail. We don't have that
19 appetite for offering this type of insurance 19 expertiseto beableto say if you look at
20 at thisratelevel that Facility Association 20 this, this and this, these three
21 currently is at. 21 characteristics can differentiate this group
22 VICE-CHAIR WHALEN: 22 from that group and if you focus on that and
23 Q. Soyour - 23 rank that stuff properly, you'd be able to do
24 MR. DOHERTY: 24 -- you know, you'd get a better risk
25  A. But that doesn’t prevent me from trying to go 25 classification piece and then we might be able
Page 150 Page 152
1 to my membership to find pockets where - 1 towak in. We don't have that level of
2 VICE-CHAIR WHALEN: 2 expertise unfortunately, and unfortunately,
3 Q. Absolutely, and you referred tothat. Nova 3 the datathat we gather isthrough the stat
4 Scotia, | think you said you have somebody who | 4 plan nine, so there' s restrictions on how much
5 might be - 5 detail we even have available to us.
6 MR. DOHERTY: 6 (12:30 p.m.)
7 A. Butevenin Newfoundland, theremay besome | 7 VICE-CHAIR WHALEN:
8 areas of opportunity and | will be trying to 8 Q. So, just so | understand, from FA's
9 discuss with membership who might have some | 9 perspective, FA has been in thisjurisdiction
10 sort of appetite. The challengeisbuilding 10 for afairly long time. There was a number of
11 the infrastructure and having enough volumeto |11 years, decades perhaps that FA didn’t comein
12 make it worthwhile. That if we can only show 12 with afiling.
13 them, you know, there' s 50 taxis here that we 13 MR. DOHERTY:
14 think you can make money at at rateslower 14 A. Correct.
15 than what we charge, they may look at it and 15 VICE-CHAIR WHALEN:
16 say "well, it’s not worth the risk because if 16 Q. Last year you cameinwith afiling, had a50
17 | comeinfor 50taxisand | don't make any 17 percent increase for this class of business.
18 money, then what was the point? | would rather |18 Thisyear it's another filing, you' re capping
19 not." So there’'salot of consideration at 19 that at 50 percent. | think | read here
20 individual insurance companies that certainly 20 somewhere that unless experience improves,
21 doesn’'t prevent me from going out and trying 21 you' re going to need to file again next year.
22 to hawk the business. 22 MR. DOHERTY:

23 VICE-CHAIR WHALEN:
24 Q. Sowouldit beafair statement to say that
25 therearerisksin FA and that this class of

23 A. Yes
24 VICE-CHAIR WHALEN:
25 Q. Absent any insurer in the regular market that
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1 will take this business, the taxi drivers, the 1 where they haveto go.
2 two that came and spoke here and the numbers 2 MR.DOHERTY:
3 that are written to us, they have no choice. 3 A. Yes. The mechanismis we'rethe residual
4 They have to take these rates. 4 market. So, if you can’t find anywhere else,
5 MR. DOHERTY: 5 wewill insure you, if you're legally ableto
6 A. Unlessanother market comesin and isableto 6 drive.
7 offer. 7 VICE-CHAIR WHALEN:
8 VICE-CHAIR WHALEN: 8 Q. Ifyou'reindicated ratesfor taxi is based on
9 Q. Anddo you have any reason to expect--you had 9 because even if anew market entrant, a new
10 a 50 percent increase last year, did that de- 10 entrant came into the market that was willing
11 popul ate--take any of the taxi business out of 11 to take this business presumably they would
12 FA? 12 have to use the data that you’ re relying on or
13 MR. DOHERTY: 13 Oliver Wyman or anybody else that’s coming in,
14  A. | don't believe--I'm not absolutely sure. I'd 14 it'sthe same datato -
15 haveto look at more recent things. | think 15 MR. DOHERTY:
16 that our counts may have come down, but I'm 16 A. I’'mnotsure, | wouldn't presume to know how
17 not sureif it's because someone else insured 17 some of the -
18 the taxis or as | believe the gentleman 18 VICE-CHAIR WHALEN:
19 indicated, they may have just taken the taxis 19 Q. No, no, but -
20 off theroad, | really don’t know. | don’t 20 MR. DOHERTY:
21 have that detail. Now, when we say, | think 21 A. There may be an expert out there who says, "I
22 we rewriting a100 percent it's because | 22 know this stuff really well and | can goin
23 don't really know how many licensed taxis 23 and I've got rates that | feel comfortable
24 there area. There may be a member company who 24 with and I’'m just going to tweak it for the
25 iswriting one or two taxis already; | don't 25 differences | understand in Newfoundland".
Page 154 Page 156
1 know. | don't get agood senseand | think 1 VICE-CHAIR WHALEN:
2 IBC does avery good job of trying to ensure 2 Q. Sure yes.
3 the data that they get through stat plan 8 3 MR. DOHERTY:
4 which isthe Automobile Statistical Plan, the 4 A. Butl can’t presume to know that.
5 general one, has good quality information. 5 VICE-CHAIR WHALEN:
6 And that'swhat we use asour benchmark for 6 Q. Would it be reasonable though to assume that
7 the industry and there are minor differences 7 there would be no, let's see, we wouldn’t be
8 between our count and theindustry. So, it 8 surprised if a new entrant camein who, you
9 looks like somebody is doing something; it’'s 9 know, their rates wouldn’t be any much lower
10 just so minuscule relativeto our portfolio 10 than perhaps the range that we' re dealing with
11 that we basically say writing practically all 11 herein the -
12 of them. 1don't think we are writing 12 MR.DOHERTY:
13 necessarily all of them, but practically al 13  A. Certainly if amember company or anybody came
14 of them. 14 tomeand said, can | look at your dataand
15 VICE-CHAIR WHALEN: 15 what you've done because I'm interested in
16 Q. How does a taxi operator, whether it's 16 writing taxisin Newfoundland. | would give
17 employee or owner, how would they approach, to 17 them everything and say, you know, this is
18 end up inFA? Do they have togoto the 18 what itis. And!l would also give Oliver
19 regular market first or - 19 Wyman'sview on trends and say, if you like
20 MR.DOHERTY: 20 that trend approach better, then presumably
21 A. | believethat they would work through their 21 you can come up with lower rates and write the
22 broker on that to try to find a market for it. 22 business. And if you wantto know who the
23 I’m not sure about the actual process. 23 brokers are that we're getting that from, we
24 VICE-CHAIR WHALEN: 24 can ask the servicing carriers to help us out
25 Q. Butif there isno market, FAis it; that's 25 onthat. | will do what | canto help de-
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1 populate the Facility Association with respect 1 support that, wewouldn’t have any problem
2 tothetaxis. The challenge--the reason we 2 saying that, however introduced in 2015 was
3 haven’t been actively doing it is because the 3 something that we believeis going to reduce
4 experience has been so bad for so long. 4 loss cost by 25 percent. We would put a.75
5 VICE-CHAIR WHALEN: 5 inthere and it would get reflected in our
6 Q. Butif that experience informs the rates, then 6 experience. Because we think, going forward,
7 there' s no expectation the rates will be any 7 the loss costs are going to be lower because
8 lower with - 8 of that. Wewould just look for what’sthe
9 MR. DOHERTY: 9 support we would have for that. And certain
10 A. Yeah, unless we're able to do something to 10 would want it to be enough that we could
11 reduce the frequency of claims or the severity 11 justify it to this Commission. And | don't
12 of claimsor if somebody could comein and do 12 want to pre-suppose where you're going with
13 that, | don't know. 13 this, but there’ stwo piecesto it, right. We
14 VICE-CHAIR WHALEN: 14 need either premium to reflect the current
15 Q. How long might it take if the taxi industry or 15 losses or expenses, but if we can reduce the
16 some other mechanismwasin placeto educate |16 expenses, then I’'m not going to need as much
17 and, sort of, deal with all of the high risk 17 rateincrease. Thetwo thingscan work in
18 issues that must be out there for that class 18 tandem or we can focus on the other. Just,
19 of business, how long might it take for that 19 under the current structure, it'sastruggle
20 new experienceto filter throughin lower 20 for usand we pass those costs onto the
21 rates? 21 industry.
22 MR. DOHERTY: 22 VICE-CHAIR WHALEN:
23 A. Wdl, if were to rely strictly on the 23 Q. Yes, | think that'sall. Thank you. Safe
24 experience, you’ve got this hangover of going 24 travels home.
25 for five years. | think that if--however 25 CHAIRMAN:
Page 158 Page 160
1 there was somebody came in to pull the 1 Q. Doesn't sound like you're worried about
2 business away, then it stheir business; it 2 becoming unemployed any time soon.
3 comesout of ours. And so, if they’re not 3 MR. DOHERTY:
4 doing anything to affect the stuff the stays 4 A. |think I'm moving out here and I'm going to -
5 with us, but only the stuff that they take 5 STAMP,QC:
6 away, | don’t anticipate that there would be a 6 Q. Mr. Commissioner, may | ask one question
7 change, unless the taxi industry got together 7 arising out of Commissioner Whalen's -
8 and they said, we learned some stuff over here 8 CHAIRMAN:
9 from thisprovider of fleet management or 9 Q. Yes
10 driving behaviour changes and they decided to 10 MR. SHAWN DOHERTY, RE-EXAMINATION BY KEVIN STAMP, Q.C.
11 adopt it themselves. But to the extent that 11 STAMP,QC:
12 the experience in ours stays the same, now if 12 Q. Thank you. This discussion that Commissioner
13 there were--the taxi industry itself took on 13 Whalen seems to focus on, | think, is the
14 to--you know, we're going to reach out and 14 issue of how doesataxi industry, sort of,
15 we'regoing tofind someoneto help us to 15 improve this piece. First of all, before you,
16 understand how can we reduce the claims 16 | guess turn to that, iswhat we're seeing in
17 frequency and how can we reduce the severity 17 theway of theincreased costs, is thisall
18 of claimsif they dooccur? Andwe can 18 driven, if you like, on the part of conduct of
19 exhibit that that’ s actually doing something, 19 taxi drivers?
20 | don’t think we would have any problem then 20 MR.DOHERTY:
21 reflecting that we believe that 21 A. Waell, the mgjority of the claims, activity and
22 notwithstanding, we got atrend model and all 22 dollars that’ s we' re talking about, 93 percent
23 that stuff, but we--in that adjustment column 23 of the premium and the majority of the claims
24 that you saw in D1, it’ sthe one almost at the 24 certainly, if not 90 percent and closeto 90
25 end, if we saw solid evidencethat they can 25 percent iscoming through the Third Party
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1 Liability. And thisiseventsthat arise from 1 If that means helping the taxi industry make
2 where the taxi driver is deemed, at least in 2 themselves better risks, if you want, and if
3 some part, at fault, or elseit wouldn't be 3 that facilitates that process, then that’s
4 through the Third Party Liability. And that’s 4 within my mission, vision, mandate and I’ll
5 why we say, you know, if you change driving 5 certainly help out with that and I’'m sure the
6 behaviour so that claims frequency drops--if 6 Facility Association staff aswell.
7 the claims frequency drops, then your loss 7 STAMP, Q.C.:
8 costs are going to go down. If you have the 8 Q. Thank you, Mr. Chair.
9 same number of claims, but you're able to do 9 CHAIRMAN:
10 thingslike, 1 don’t know, make sure your 10 Q. | justgot onequick question. I'm just
11 passengers wear their seatbelts or ask your 11 curious, is Uber or Lyft having any effect in
12 passenger to check over their shoulder before 12 Canada on taxi industry, do you know?
13 they open the door and step out. Those types 13 MR. DOHERTY:
14 of things may be all that you need to put some 14 A. Sorry? The?
15 meaningful dent into it. I'm not an expert in 15 CHAIRMAN:
16 that, but certainly given that thisis under 16 Q. Uberor Lyft?
17 the Third Party Liability, youwould think 17 MR. DOHERTY:
18 that thereis potentially something within the 18 A. Wearestarting to look at it. | can’t recall
19 control of the taxis drivers that may 19 Jill Hepburn, who is vice-president of Claims
20 influence those costs. 20 and Underwriting, has a better handle on that
21 STAMP, Q.C:: 21 stuff. | do see passing emails where thisis
22 Q. Wdll, | mean, a first instance, it'sadriver 22 starting to come up more.
23 inacar, aprivate passenger car and a driver 23 CHAIRMAN:
24 or ataxi and adriver, two people are on the 24 Q. Likethey say in San Francisco, the industry
25 same roads doing the same thing driving cars. 25 IS not going to exist in 18 months because of
Page 162 Page 164
1 Somehow or other one of those drivers seemsto 1 Uber and Lyft, well, anyway.
2 get into accidents much more frequently than 2 MR. DOHERTY:
3 the other. Isthat what you're saying? 3 A. Well, they used to say that about newspapers
4 MR. DOHERTY: 4 and they used to say that about alot of
5 A. Yes 5 stuff.
6 STAMP, Q.C.. 6 CHAIRMAN:
7 Q. Andsoif there' s conduct that could be turned 7 Q. Ohyes. Anyway, thank you very much, that was
8 to on the part of the taxi driver that says, | 8 certainly interesting, certainly exhaustive.
9 am going to try to do something about what' s 9 MR. DOHERTY:
10 happening here to bring my costs down, to 10 A. And exhausting.
11 bring my insurance costs down, perhaps that 11 CHAIRMAN:
12 can be done. 12 Q. No, no, | didn't say exhausting; | said
13 MR. DOHERTY: 13 exhaustive and you said you can talk for days,
14  A. That could be done, yeah. It makes senseto 14 well | think you clearly demonstrated that you
15 me. | don’t know what those activities are, 15 could do a good job when you talk for days.
16 but it certainly--1 just caveat at that, the 16 Thank you.
17 difference between the premium that we need 17 MR. DOHERTY:
18 and where the loss costs are right now. You 18 A. Thank you.
19 need a significant reduction somehow in those 19 CHAIRMAN:
20 expensesto close that gap. But | think there 20 Q. Okay. We're adjourned now until Monday week -
21 are things that can be looked at that can help 21 MS. GLYNN:
22 out and if thetaxi industry wants to come 22 Q. November 17, yes.
23 forward and work with us, | don't have any 23 CHAIRMAN:
24 problem with that. Again, my goa is to 24 Q. November 17 and we got three days set aside,
25 reduce the size of the Facility Association. 25 Monday, Tuesday and Wednesday.
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MS. GLYNN:
Q. We'll see how long -
COMMISSIONER NEWMAN:
Q. 9:00 on Monday or 9:30?
CHAIRMAN:
Q. No, | thought wesaid 9:30. What are we
starting at?
MS. GLYNN:
Q. Yes, we haveacouple of people gettingin
late, | think.
CHAIRMAN:
Q. Okay, thank you, we'll adjourn until then.
Upon concluding at 12:43 p.m..
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1 CERTIFICATE
2 1, Judy Moss, hereby certify that the foregoing is atrue
3 and correct transcript in the matter of a Facility
4 Association Application re: Taxi and Limousine Automobile
5 Insurance Rates heard on the 7th day of November, 2014
6 before the Board of Commissioners of Public Utilities,
7 120 Torbay Road, St. John's, Newfoundland and L abrador
8 and was transcribed by meto the best of my ahility by
9 means of a sound apparatus.
10 Dated at St. John's, Newfoundland and Labrador
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