i oo o i St o

DECISION

Facility Association Cat 2 Taxi & Limousines Rate Filing
Information - '

Filed: v b, 28/ ¢ Board Secretary: ?(;_%&g@

2014 NSUARB 156
Mog120

NOVA BCOTIA UTILITY AND BEVIEW BOARD

N THE MATTER OF THE INSURANCE ACT

wang «

IN THE MATTER OF AN APPLICATION by FACILITY ASSOCIATION for approval to
modify its rates and risk-clagsification system for private passenger vehloles

BEFORE:

APPLIGANT;

FINAL SUBMISSIONS:

DECISION DATE:

DECIBION:

Docurnant; 228122

Robarta J, Clarke, Q.C., Member

FACILITY ASSOCIATION

Beptember 8, 2014

September 22, 2014

Application is approved as modified



1 INTRODUCTION

{11 Facility Assoclatlon ('FA") flled an application with the Nova Scotia Utility
and Review Board (“Beard”) for approval to modify its rates and risk-classification
system for private passenger vehicles PRV, The suppoting documents and
. materlals (*Application"}, dated February 28, 2014, were filad electronically on that date,
and the orlginal documents were recelved March 5, 2014,

{2l Information Raquasts ("As"} were sent by Board staff to FA on March 28,
2014, and responses were recelved on April 9, 2014,

[3 While Hoard staff was reviewing this Application, an application from FA
for miscellaneous vehicles (*MV"} was alsd undsr review. Due to issues ralsed In that
raview regarding loss cost trends, where FA was using PPV trends as a proxy, Board
staff reguested FA fo file lts comments on the MV filing on the record for this
Application. FA did so on May 1, 2014,

[4] As a result of concerns about loss cost trends, Board stalt requested
Qliver Wyman ("OW?"), the Board's actuarial consultants, to roview the actuanal
component of this Application. OW thert sent I1Rs to FA on May 22, 2014, to which
responses were racelved on June 27, 2014, OW sent additional 1Rs to FA on July 8,
2014, 1o which responses were recselved on July 22, 2014, All of these 1Rs and the
responses were provided to the Board congurrently.

[6] During the exchange of the first set of OW [Rs, an errer in the FA
modelling was identifisd which resulted In a significant increass in the Indications, FA
inquired of Board staff whether It could amend its fillng to correct the indications and

adjust propased rates, if desired, or withdraw the Application. Board staff advised that
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elther option was open to FA. While FA advisad It would not withdraw the Application, it
did not file any ohanges to iis proposed rates.

(61 Ag a reault of a revisw by Roard staff, a sieff report dated August 14, 2014
{"Staff Report"} was prepared. The Staff Report was provided fo the Company, together
with the OW report deted August 8, 2014, for review on August 15, 2014, FA
responded on August 22, 2014, indicating that it had reviewed both the Staff Report and
the August 6, 2014, OW report, ahid provided comments in response.

A On August 28, 2014, OW provided additional comments, in response to
FA’s comments, on loss trend rates, driver abstract costs, the health levy, the
somplement of credbllity, finance fee revenues, and the target Retum on Equity
{"ROE"). Board staft also provided comments in response to those of FA.

[8] Both sets of comments were provided to FA on September 5, 2014, and

FA advised the Board on September 8, 2014, that It had no further comments.

[9] The Board did not consider it necessary to hold an oral hearing on the
Application.

Ik ISSUE

{10] The Issue In this Application is whather the proposed rates and changes to

the risk-classification system are just and reasonable and in compliance with the

fnsurance Act ("Act’) and its Regulations.
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Hi ANALYSIS

[11] FaA sought approval to change Its rates and its tisk-classification system
for PPV, The Application was made in accordance with the Board's Mate Filing
Requirements for Automoblie Insurance — Secllon 155G Frior Approvel (*Rate Filing
Fequirements”). FA's mandatory filing date was March 1, 2014,

(12} FA also proposed changes in its rating rules, including the definition of
rating teritory, the rate group for vehlcles with aftermarket equipment, driver
suspansion under the Interlock Programme, determination of the inimum deductibla,
and a change In the endorsement for legal liabllity for damage to non-owned vehicles,
[18] The proposed effective daie, for both new and renewal business, is 100
days after the Board's Issuance of an Qrder approving the proposed rates,

Rate Level Changes

[14] The Company proposed o change s rates and risk-classification system.
The proposed changes represented an overall rafe level decrease of 53%., This
change was a slightly larger decrease than suggested by the original FA indications.
[15] The proposed changes followed the original FA indications except for
Specified Perils ("8P"), for which a small decrease was propesed whare the Indication
was for a large Increass.

[16) As noted above, when an amror in FA modslling was discovered, FA
provided revised Indications, The tetal overall change under the revised indicalions was
for an increass of 10.3%, significantly different than the original indications. For the
coverages where FA proposed decreases, increases, some of which were significant,

were indicated. Whers FA proposed increases, Le. Accident Benefits ("AB"}, Uninsured
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Automobile ("UA"), the revised Indications were for increases that wers much higher.
For Collision covorage, & large decreass was proposed, which was consistent with the
original Indication, but much larger than the revised indication. For 8P, the revised
ndication was for an even higher increase than under the original Indicetions, The

Board understands that the proposed change for 8P follows the proposed change for

Comprehansive coverage, rather than the indications.

[17} In consideting the Company's Appllcation, Board staff and OW reviewed
all aspects of the ratemaking procedure, Including the foliowing:

Loss trands and the effects of reform;

Premium {rate group drlit) trends;

L.oss devalopment;

Unallocated loss adjustment expense provisions;

Credibiity standards and procedute;

Expense provisions, Including Unallocated Loss Ad;ustment Expenses;
Exparience period and weights;

Pramium to surplus ratlo, and

Target and proposed ROE.

w & & W % # & & =®

[18] Based on lis own review and the reviews conducted by OW, Board staff
reported that all of the noted aspects of ratemaking procedure appeared reasonabie,
with the exception of lusa trends; the complement of gredibliity, expenses Including the
health levy, driver absiract provision, finance fee provision; and ROE., Other areas

examined In the August 8, 2014 OW Report were considered to havae been reasonably

addressed by FA.

Loss Trends

[19] FA usad loss trend rates based on the Nova Scotla Industry data through

December 2012, R selected frequency and severity trend rates separately and then
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combined them to arrive al lts selections, FA reviewed lose experience from 1993~
2012, a mueh longer period than that used by QW,

[20] For past loas cost trend rates, FA used June 80, 2010, for Bodily Injury
{(“BI"} and Uninsurad Matorlst ("UM") and June 30, 2008, for AB and UA as out-off dates
for ihe application of these trends.

[21] For future loss cost trend rates, FA selected the same as Its selected past
less cost trend rate, excapt for BI, AB, and UA where higher rates were selected,

[22] OW noted that Industry data to June 30, 2013, was avallable to FA bafore
It submitted its Application, but not ussd, OW prepated a table showing His past loss
cost trend rates using both the December, 2012 and the June, 2018 ratas {Table 5, OW
Letter dated August 8, 2014). OW noted that except for Bl and AB, the future loss cost
trend rates are the same as the past loss cost trend rates, For Bl the fulure loss cost
trend rate is elther 1.0% or 1.5% higher, depending on the dale used, and for AB the
rate s 0% for both dates,

[2:3) It was OW's coneluslon that the loas cost frend rates selected by FA are
generally higher than it had selacted;, OW bellaves that its selections are reasonable,
and went on to discuss the differences in the data and approaches used by #, and by
FA, The Board summarizes these as follows:

» Use of December, 2012 industry data compared fo June, 2013 data, which has
the same or lower loss cost trend rates. OW prefers the use of the June, 2013
data which was avaliabls to FA.

v FA based Its loss cost trend rates on industry PPV expedance for indemnity
costs only, while OW based such rates on both indemnity and claim handling
costs combined. OW states this differance would not matenally impact loss trend
rates, if claim handling costs change at the same rate as losses annually,

v Loas development factors selected by OW are generally higher, and would result
In highar trend rates than those selected by FA, all slse baing equal,
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» The regression analysis sonducted by FA on industry experlence is over a petlod
of twenty years, compared to ten years of less by OW. Further, In the case of

FA, the regression anslysls is split into three petlods co-incident with automobile
insurance reforms Introduced In Nova Scetla since 2008,

[24} OW went on to examine varlous coverages, specifically: 8l, Propeny
Damage ("PO"), AB, Collision and Comprehensive, OW concluded that i did not agree
with FA's selections, OW challenged, infer alla, FA's separation of frequency and
severity, astimates of the impact of the 2010 reforms, the decline in 1088 costs which
OW alttibutes to the constitutional challenge 1o the earller reforms, and the period of
tirne over which loss trend rates wers analysed. OW concluded that the selection of loss
trend rates has a materlal Impact on the rate lovel indicatlons used by FA, noling that
using OW's trend rates as of June 830, 2013, alohe would result in & signifloant change
In lts rato level nead.

[25] OW further qusstionad FA's use of two different factors in adjusting for the
automobrife insurance reforms, using 0% for Bl, based on the Increase of the mingr
injury cap, but using 17% for an increase in claims costs, as previcusly approved by the
Board, H was the oplnion of QW that this is inconsistent, and that the use of 0% was
nol reasonable.

[26] When asked in Board Staff IR-1, Q. 2, to comment on the OW sslections
compared o its own, FA respondled at length and stated, for each of these coveragss,
that “We belisve this represenis svidence that the OW trend structure does not provide
& superior fit to the Indemnity LG trends.”

[27] FA rejecied the use of shorter time perods, and in its responss to the OW
August 6, 2014 report, said:
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iy sontrast with the OW approach {o focusing only on the most recant perlods, we model
the ontlre 20 acoldant year history availabls 1o us, Weo balleve this providas Insight inte
historlcal changes In frequensy, severlty, and loss cosls over tme that can be inslructive.

Wa did rely on industry data as at December 31, 2012 #s ihe basis for our trend analysis,
On page 11 of thalr repor, OW statas “As lndusiry data as of June 2013 was available to
FA for its analysis, and the Board had published the Jurs 2013 loss trend rates at the
fima FA prepared Hts rate appilcation, wo do ot find It appropriats to use loss trond rales
based on industty tata as of Dacember 2012" We do not agres wih this assessment
regarding the eppropriataness of e use of data that hae only a slx-month difference in
age as wo do not belleve that the indostry @pedancs, hor our view of that experlence, is
subjerct to such volatility that our valuation of industry results and an assoclate analysis
and modeling of frequancyiseverliyfloss costs over lime warrapis S+nondh interval
dpdates, In facol, a5 a malter of course, FA only reviows Decsmber 81 data for the
Industey for sach Allentic jurisdiction as a matter of colrse, This roflests the cost-beneft
view of the wotk and time reguired al FA In estimatintyg industry ullimates, analyzing the
associaled frequency / severily / loss costs and selecting Initial models, presenting /
roviewing / discussing the selacted inlilal models with the FA's Appointed Aotuary ahd
FA's Actuaral Commities and selecting final models based on these discusslons and
feadback, We baliove thle governance process is hot only complstely approgriate, but
ensuros thal & wide audlence of Industry actuarial expertise ls exposed 1o the analysls
and the selection of trands, (Emphagls In originad

{FA Response to lssue 1, August 22, 2014, pp. 2-3]

In its final comments on August 28, 2014, OW malintained lis position,

saying:

1. Loss Trend Rales

The selocted loss trend rates have a mataral impact on the rate lovel indications in this
fate fling. The uss of tha Board's Juns 2013 loss trend rates, inalaad of those salsctad
by FA, raduces its oversll rate level indication by approximately 12 peroentape points,

A kay issue in the selection and determination of the foss trgnid rates ls FA'S assumption
that the 2010 Bodily injury (B1) reforms (that Increased the minor Ijury cap from $2,E00
fa §7,500, alony with the definition ohangs) had no Impact on the 1oss costs ~ which 1s in
sonflict with the Board's selected provision of + 17% for these reforms. As stated In our
repont, and as caloulatad by FA, If FA aseumes the reforms Increased pre Apdl 2010 B
logs axpationce by «17% whet caleulating o loss ltend retes, s overall sate level
change raduces by approvimately B perceniage points. Hence, a large portion of the 12
percentags point diffarence noted above (betwean the tse of the Board's Jure 2013 loss
trends and thoge selected by FA} Is due to the 0% BI Al 2010 reform assumplion made
by FAINn Its loss trand analysls,

Woe disagree with FA's commant that the more recant date as of June 2013 does not
wareant s wse. Wa suggest the more recent data ls paticularly Impartan now given the
raoent reforms in NS, Widle we understand that FA may have ils own process whereby It
cheoses to perform its loss trond analysis on the industty dala only annually {oven
though It is provided by Q1SA srch six months for this purpose) this does not make FA's
pasition that the use of June 2018 data Is sot warranted comsct,

[FA Lottar, August 28, 2044, p. 2]
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28] The Board considers that the respective positions of FA and OW are the
result of the exetslse of acluarlal judgment, which results In a legitimate diffsrence of
apinion. A similar ditferende of opinion has appeared in other applications by FA,

[30} The Board obsetves that, while FA views the use of the longsr period as
mote stable, the Board considers It i2 less responsive to changes. The Board views the
shorter perlod used by OW as more responsive t0 changes, and thus places groater
weight on it, despite any suggsstion of inherent instabliity, The Board la not persuaded
that the OW selediad loss trends ara unsultable for use as pan of the determination of
ithe appropriate indications on which FAs proposed rates should be judged.

[31} Therelors, the Board linds that the OW selected loss frends based upon
the Industry data with the claims adlusting costs included, as of June, 2018, which are
premised on the 17% acdjustment for BI for the April 2010 reforms, should be used for
the indications against which to assess FA's proposed changes.

Complement of Cradibility

132} FA took the position that there is a rate inadequacy resulting from the time
of its last application before the Board, Al ihat time, the Board did nol accept the
Indleated rate level change, instead accopling a greater decreass as more reasonable,
and ordeng it be used,

183 n this Application, OW says that FA fs inappropriately adjusting its
sstimate of rate inadequacy from Its Indications In the eariar application, rather than
from the Indications which the Board found to produce adequate rates.

in responge, FA said In its lelter of August 22, 2014:

On pays 19 of ﬂwe OW Heport, OW stales “... we do not find f sppropyiate for FA to male
an adjusiment for fls estimate of the rdte Inadoquacy carded over from Jis prior
application - which differs frora the Board's estinate.”
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We pelleve not oaly |s it appropriate for us o inchude this adjustment, it would be
Ingongistent if we did not, We dist not {and do not) support the Board's estimata from the
prior sppllostions, but rather beteve our phor ndioation was appropiate and 8 the
ap;p‘mpgatﬂ basis from whish our current indication shotld e derdved. [Emphasia in
oriplna

[FA Lotler, August 22, 2014, p. 4]

(34} The Board finds that the rates which FA was ordered {o adopt in its prior
applications were apprapriate and adequate. As a resull, FA is not permitted o adjust
for rate level nadequacy in its complement of credibility,

Driver Alistract Costs

a5 As part of its expenses, other than claims handling costs, FA assumes
B6.6% of premlums as a fixed expensa for driver absiracts, In its previous application,
this was sot at 4.25%. In response to OW IR, FA stated thal the cosls associated with
*Autoplus”, Motor Vehicle Reglstration, and ali associated transaction fees are inclided
in this cost, The nosts relate to eash dilver Insured under a polley for each policy
period. OW provided a table showing the driver abstract costs {or other jurlsdictions as
a percentage of premiums aver the petlod from 2008 to 2012,

(48] QW found this amourd to be high, doting that FA orders this history from a
third party vendor. OW suggested that each 1% reductlon in this expense prvision
wault dvop the FA overall rate Indication by 1.4 percentage points.

[37] FA slates the assumplion Is based on data provided from its servicing
carrars, which is the same sou%ce uillized In its prior application,

a8} it Is clear o the Board that this expense is higher In Nova Scotia thar in
othet jurisdictions where FA operates, What {s also clear Is that the percentage has,
since 2009 increased bayond the 4.25% used in the last application, The Boatd has not

boen provided with any explanation of why the expenss s higher In Nova Scotla, or why
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the percentage has been Increasing. As a resull, the Board Is not persuaded thal the
8.5% amount Is justified, and therefore the Board considers it reasonable to use the
4.26% fligure from the previous application for this portion of the fixed expenses,

Health Levy

[39] FA nad otginally used a health levy of $20.27 per vehlole (which applies
to Third Parly Liabllity coverage) in its fixed expense caloulation, based on the amount
sat for 2012. OW noted that this amount 'Ennreased for 2013 to $23.64 per vehicle, and
assumed that the levy would ba the same for 2014,

[40] In its letter of August 22, 2014, FA agreed with the use of the higher
amount, which bath it and OW agreed would have a marginal impact on the Indications,

The Board concludes that the highar amount should be used,

Finance Fee Provisions

[41] FA doss not racsive ravenus from financing fees, and thus did not account
for them as revenue in determining its expense ratios. FA did, however, assuma a four
menth delay In the receipt of premiums, and sald that ite sewvicing carders are
responsible for any Hnancing arrangements with polioyholders, In response to OW IRs
8 and 9, FA said:

Wa assume polioyhiolders provide promium directlly to their broker for reniltancs to the
Bervioing Carrier or directly to the Servicing Carsier based on thelr respaciive fihancing
optlan, The four month assumption s based on & 2.5 manth average delay on polinlas
paid throygh the broker channel and 8.5 month delay for dalay finansed polloles,
assuming & 2/3 1/3 splt betwesn options. Thess assumptions are based on the FARM
porifolio cverall 88 per previous practice.

(N
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FA Servicing Carrisrs aig responsiide for any prambum finanuing amangemenis with
pollevholders, FA does not racelve any revenue nor incur any tosls nor assurmie any ek
nor hiold any capital assoclated with inancing of Insurancs prawmiums. As such, premium
financing has not been taken into consideration in the calculation of the rate tevel change.

[FA Latter, May 22, 2014, p, B}

[42] OW observed In its August 6, 2014 report that other Insurers reduce their
expense ratlo by taking inlo account finance fee vevenue, bul that FA does not. OW
suggested thal, as FA eslimates sboul one-third of its polieyholders use a payment
plan, and that the typical monthly charge Is 8%, there should be reduction of 1% in the
expenge ratlo 1o account for finance {ee revenue, which would contribute to a reduction

in FAg indications,

[43] FA took exception to this suggestion, stating in #s letter of August 22,
2014:
Ef.has ne financs {oe revenus. Any pramium financing arangements betwesn the

Semwvlcing Carrlers and the pollovholders ars between themi, FA recelves no financing
fee revenus, nor does FA Incur any gost, nov provide any capital in suppor! of sugh
arrapgements. As such, it would be Ineppropriste to Include such revenus, coste, or
capltal in the PA mie lavel determination, [Emphasls in orginal)

[FA Latter, August 22, 2014, p. 4]

[44] OW maintained that, while it understands that FA recelves no revenue
from the payment plan fees, this should be taken into account In order to treat FA
drivars In the sarme way as thuse Insured by the standard market,

[45] The Board understands that, while FA recelves no finance fee revenus, its
servicing caplers charge fees and recelve ti‘sam.. Tharefors, the Board considers that
this revenue must be accounted for In determining the expense ratio, in order to provide
Just and reasonable rates. The Board accepls the recornmendation that a 1% amount

be taken into account in the Indications.
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Return on Equity

{48] FA Included a ;:rmvision for the cost of caplial in its mie indications,
chaosing a 12% after-tax ROE and a 2:1 premium to surpius ratlo as the basls,

{47] In December, 2008, FA applied to the Board for permission 1o Include a
pmsv!siar; for the cost of capital In its rates. The application was generlc and did not
specify a class of vehlcles or an amount or level for such a provision.

[48] In Its Declslon on the cost of capltal application [2010 NSUARE 104], the
Board agreed that 1t Is just and reascnable for FA to include a cost of capltal provision in
its rates, on certain conditions, all of which have been satisfied.

[49] In a numbet of recent decisions, the Board has Indicated its view that a
range of 10-12% ropresents a reasonable ROE. o a number of applications from
“standard market” insurers, the Board, concerned about Industry profit levels well In
axcess of approved ROE's, has ordared reductions to the lower end of this range.

[50] In responoe. to Board Staff IR1, Q. 20, FA provided revised indications
assuming & 10% ROE, Ag support for Ita contention that it should be treated differently
than the standard marke! insurers who had besh ordered by the Board to uge a 10%
ROE in recent dacislons, FA noted that in a hearing before this Board’s predecessot Tn
November 2004, Ted Zubulake of OW supported a “...slightly higher return” for FA,

[51] FA explained, in response to OW IRs § and §, that the 12% target after-
tax ROE was set by its Board of Directors, based on a *..long term view of target

retuins. The long term view conskdars underwriting and investment retums over various

business aycles.”
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162] OW observed that in the recent application by FA for snow vehicles and
all-terrain vehicles, Board staff recommended the Board should requlre the use of an
11% ROE. However, FA notes the direction of its Board that “...rates for all categories
in all jursdictions are to be established..” at a 12% after-tax ROE. In response, OW
notas that not all juisdictions allow FA to Include a provislon tor the cost of capital.

(58] The Board accepts that FA is eniltled fo a cost of capltal provision, The
Board also accepts that the number of drivers insured by FA can be volatile, although it
appears to be decreasing in recent years, The Board recognizes that the drivers
insured by FA represent highar tisks than those Insured in the etandard market, As a
rasull, the Board finds that FA is entitled fo attract a higher levsl of AOE than standard
market Insurers; however, the Board concludes that 11% is sufficlent to reasonably
accormmaodate this, rather than 12%,

[54] The Board also notes that the premium to surplus ratio Is commonly used
in other filings by “standard market" insurers, and finds s use reasonable in the
eireumstances of this Application.

Rate Level Changes

[55) The Board accepts the staff recornmandations to adopt what are referred
to as the “Board Guideline Indleations” from the OW August 8, 2014 report as the basls
against which the appropriateness of the proposed FA rales am to be assessed, These
indications suggest that thers should be a total overall decrease of 9.7%, compared o
the revised FA indications of a 10.3% increase, and the proposed 5.3% decroasse,

(58] in all cases except UA, the proposed rates follow the direction of the staff

recommendad indications, afihough the magnitude s different. In the case of AB, the
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proposed change is a significantly greater increase than the staff Indications, For UA,

FA proposes an increass Instead of a decrsase.

[87] The Board's mandale Is to ensure that the rates are just and reasonable.
Therefore, the Board directs FA lo submit revised proposed rates that foliow the
indications based on the assumptions underlying the steff recommended indications

that produce a proposed ROE of no more than 11%. Those assumptions inolude:

* For Loss Trends, the use of the OW selecled loss trends based upon Industry
expetience data, including claims handiing costs, ag of June, 2013, premised on
the +17% adjustment for Bl due to the April, 2010 reforms;

« For the Complement of Credibliity, calculations assume that rates approved by

the Board In the last PPV application ware adequate (L6, no adjustment is to be
made for prier rate Inadequacy);

« For the Drver Abstract Frovision, the use of a 4.25% of premium assumption
rathsr than 6.5%;

» For the Health Levy, the amount based on the 2013 sstimate of $23.64;

+  For the Finance Fee Provision, the use of 1% of premiums as revenus applied to
reduce expenses; and

v For ROE, the use of an 11% after-tax ROE.
[58) The Board turther directs thal the changes do not have to precisely match
the Indicattons, but must fellow their direction. The revised rates are 1o be submitled to
the Board within 18 business days of the date of this Decision,
Uther Changes

Haling Teritory

i58] FA proposed to change lts definition of “rating terrtory” from the ourrent
“where the vehicle is ¢hiefly used” to “where the vehicle is garaged”. This would allow
the use of & postal code to assign a vehicle to a rating teritory.

(607 A similar change was proposed in an app!icaﬁa'n hy FA before this Board's

pradecessor, which did not permit the changs, In part because very faw insurers were
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using this method, and FA had not provided evidentlary support for the change. This
Board observes that a number of companies use the postal code or forward sortation
addregs 1o assign the terrilory for PPV, The Board considers that insurers are of the
view that where & vehicle Is usually kept is Indicative of whare it is usually driven. Since
the proposed change will align FA’s rating tenftory definition with that of a bumbar of
standard markat insurars, the Board approves the change as proposed,

Rate Group — After-Market Equipment
(61} FA proposes to add instructions on how to rate vehlgles with after-market
equipment, excluding sound or electronic equlpment. In response to Board Staff 1R-1,
Q1. 26, FA stated that such upgraded squipment includes rims, trim packages, special
paint schemes, vehicle wraps and the like, which may be assocliated with higher than
average risk profiles and, therefors, be insured by FA. The proposal would see the rate
group increase by 1 for every $3,000 in value of the after-market equipment. Where the
valug of the after-market equipment cannot be determiined, an Endorsement 18,
reflaciing the vehicle's actual value, must be attached to the policy. FA indicates that
this approach was applied for and approvad In othar jursdictions.
[62] The Board Is satisfled that the proposed rate group inorease Is reasonable
and anpproves #.

License Suspension ~ lgnition Interloek
[63) FA proposes a changa 1o the rules o determine the length of a Hoense
suspension for rating purposes whers a cflent enters an Interlock Programme ("IPY). FA
proposes that the Heense suspension will run from the date of the suspension to the

date the client enters the tP. FA provides an example where & driver has his license
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suspendad Janhuary 1 to July 1, but enters an IP on March 1, For rating purposes, FA
proposes to freat this as a two month suspension (January 1 — March 1), rather than six
month (January 1 -~ July 1}.
[(B4] The Board approves this change to the risk-classification system,

Minimum Deductibles
66] FA proposes to change its approach in datermiining what the minkmum
deductible that will apply based upon the CLEAR Rate Group. The new me*tﬁoei
assigns a minimum deductible to a block of rate groups, Higher rate group blooks
attract a higher minimum deductible.
{66] The Board approves this change to the dstermination of minlmum
deductibles, finding i will result In just and reasonable rates,

Legal Liabilty for Damage to Non-owned Automoblles
67} Endorsement # 27 Is offered by FA to cover legal liability for loss or
damayge 1o a Euﬂ-mwned vehicle, Under the proposed change, the $250 deductible
would double to $500, but the premium would remaln the same. FA wants to align the
endorsernent with s minfrmum $500 deductible polioy.
[68) The Board considers tha! the impact of this change would not be
significant, and approves It

Premfum Dislocation
[69] The Board notes that FA did not seek any cap for premium dislocation, so
that its clients will se2 the full Impact of the changes. The Board doss not consider it

necessary fo require & cap In the clrcumstances of this Application,
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Rate Manuai Beview
[70] Board staft have raviewed the Rate Manual on file and found no instances
where FA is In viclafion of the Regudations. FA proposed no changes to lis Pate

Manual, other than those necessary to effect the changes notad In this Declsion.

IV FINDINGS

[71] The Beard finds that the Appleation complies with the Act and
Regulations.

[72} The Board finds that, with the adjustments orderad in paragraph [57],

which will produce & targeted ROE of no more than 11%, the rates and differentials will
be just and reasonable. FA is ordered to make the necessary recaloulations and submit
the resulting rates to ihe Board within 15 business days of the date of this Decisiorn,

{73) FA Is not an Insurance sompany, and therefore it did not file any flnancial
information. 1t Is supported by s member éumpanies who underwrite automobile
insurance in Nova Scolla. The Board is satisfied from recant mandatory PPV
applications of these member companies that 1t is unlikely that the changes proposed by
FA, and those directed by the Board In this Declsion, will jeopardize the solvency or
financlal well-being of the FA member companies,

[74] The Application included full actuaral indications and the required
analyses. As a result, it qualifies 1o set the mandatory filing date for PPV for FA to
March 1, 2016.

[78] The Board will approve the affective data of 100 days from the Issuance of

the Board Order, for bolh new business and renewal business, upon the issuance of its
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Order when the new rates filed by FA, as direcied, are appmved, untess FA advises of
any futher changes to effective dates,

[76] An Order will issue upon the filing and approval of the revised rates in

accordance with paragraph {72].

DATED at Halifax, Nova Scotla, this 22™ day of September, 2014.

Roherta J. C!a@ .

Dosuraont; 228122



	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19

