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Summary 

[1] Pursuant to subsection 267.5(1) of the Insurance Act, R.S.N.B., 1973 c. I-12 (the “Act”), the New 

Brunswick Insurance Board (the “Board”) convened a Panel of the Board and conducted a 

written hearing (the “Hearing”) on May 7, 2019 in Saint John. The purpose of the Hearing was 

to consider the rate revision application (the “Filing”), requesting approval for an average rate 

increase of 25.12%, submitted by Aviva General Insurance Company (the "Applicant" or 

"Genco") with respect to automobile insurance rates for private passenger vehicles (PPV) in 

New Brunswick.  

 

[2] In compliance with subsection 19.71(3) of the Act, the Board provided to the Office of the 

Attorney General (“OAG”) and the Office of the Consumer Advocate for Insurance (“CAI”) with 

all documents relevant to the Hearing. Pursuant to subsection 19.71(4) of the Act, the OAG 

intervened, presented a written submission, and questioned the Applicant by way of written 

interrogatories.  The Office of the Consumer Advocate for Insurance (“CAI”) also advised the 

Board of her intention to act as an intervener in this matter but did not provide a submission 

to the Board. 

    

[3] On May 7, 2019, following the Hearing, the Panel ordered the Applicant to provide revised 

overall indications resulting from the following combination of changes: 

 
1) For Trend Selections: 

 
a. Modify its trend selection for the Accident Benefits coverage to 1.5%; 

 
b. Modify its trend selection for the Collision coverage to 2.8%. 

 
 

2) For the target return on equity: 
 

a. Modify its target return on equity to 12%. 

 

[4] The required changes as per above result in a decrease to the Applicant’s overall indication 

from 30.24% to 25.1%. 
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[5] The Panel, after examining the evidence and submissions made by all parties, determines that 

the indication proposed by the Applicant must be modified.  

 

[6]  The Applicant is ordered to incorporate changes to the rate application as noted in paragraph 

[3] above and is approved to adopt the proposed average rate change of + 25.1%.  

 

[7] The approved rates will be effective on September 1, 2019 for new business and renewal 

business. 

 

Exhibits 

[8] In the hearing process, the Panel accepted the following exhibits from the Applicant and the 

OAG as part of the record as shown below: 

 

EXHIBIT DESCRIPTION DATE 

1 Aviva General Original PPV Rate Filing Sep 15, 2018 

2 Amendment to Filing Nov 02, 2018 

3 Round 1 Questions from EY Nov 29, 2018 

4 Round 1 Response to EY Dec 06, 2018 

5 Round 2 Request from EY Dec 13, 2019 

6 Round 2 Response to EY Dec 14, 2018 

7 EY Actuarial Review Summary  Jan 02, 2019 

8 Round 1 Questions from OAG Mar 08, 2019 

9 Round 1 Response to OAG Mar 15, 2019 

10 Round 2 Questions from OAG Mar 22, 2019 

11 Round 2 Responses to OAG Mar 29, 2019 

12 Final Submission from OAG Apr 12, 2019 

13 Final Submission from Aviva General Apr 12, 2019 
 



Page | 4  
 

1. Introduction 

 

[9]  The Board is mandated by the Legislature with the general supervision of automobile insurance 

rates in the Province of New Brunswick. In order to fulfill that mandate, the Board exercises the 

powers prescribed by the Act. One key responsibility for the Board is to ensure that rates 

charged or proposed to be charged are just and reasonable. Under the Act, each insurer 

carrying on the business of automobile insurance in the province must file with the Board the 

rates it proposes to charge at least once every 12 months from the date of its last filing. An 

insurer must appear before the Board when:  

 

a. The Insurer files for a rate change more than twice in a 12 month period, or 

 

b. The Insurer files rates where the average rate increase is more than 3% greater than the 

rates charged by it within the 12 months prior to the date on which it proposes to begin 

to charge the rates, or 

 

c. When the Board requires it to do so. 

 

Procedural History 

 

[10]  The Applicant filed a rate revision application for the PPV category on September 15, 2018. 

The original overall indication of the rate filing was +33.00% and the Applicant originally sought 

an overall average rate increase of +33.00%. 

 

[11] As the result of questions from the Board’s consulting actuaries, the Applicant submitted 

amendments to its filing on November 2, 2018 and December 14, 2018, ultimately decreasing 

its rate indication to +30.24% and rate selection to +25.12%. 
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[12] The Board issued a Notice of Hearing on January 28, 2019 and convened a Panel of the Board 

to conduct a hearing on the matter. The OAG and the CAI both provided notice of their 

respective intention to intervene in the rate hearing.   

 

[13] Prior to the Hearing, the OAG submitted two sets of interrogatories to the Applicant, to which 

answers were provided. Thereafter, pre-hearing written submissions were provided by the 

Applicant and the OAG to the Board. 

 
[14] On April 24, 2019, the OAG requested that the present matter be heard by the Board by way 

of written hearing. With the consent of the Applicant and the CAI, the Board granted the OAG’s 

request and proceeded by way of written hearing on May 7, 2019.  

 

 

2. Evidence and Positions of the Parties 

   

Aviva General Insurance Company 

 

[15] The Applicant's Filing forms the main portion of its submission and the evidence before the 

Panel.  
 

[16] Genco presented its Filing to the Board with an overall original indication of +33.00% and 

initially proposed to select an average rate change of +33.00%. The applicant amended its rate 

application on November 1, 2018 reaching an overall rate indication of +30.74%, and modified 

its average rate change selection to +25.12%. A second Amended Rate Application was filed 

with the Board on December 14, 2018, whereby the rate indication was decreased to +30.24%, 

but the selection of +25.12% was maintained by Genco. 
 

[17] The following sets out the amended selected rate changes to the existing rates by coverage 

(Exhibit 2, page 281 of the Record): 
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Proposed Change  

Bodily Injury (BI)     + 15.0%      

Property Damage (PD)     + 20.0%      

Property Damage – Direct Compensation (DCPD)     +   8.0%    

Accident Benefits (AB)     + 40.0%    

Uninsured Auto (UA)          0.0%       

Collision     + 45.0%    

Comprehensive     + 40.0%    

Underinsured Motorist (UM) – SEF44          0.0%     

Total    +  25.1%            

 

[18] The rates contained in the Filing are calculated assuming a target return on equity (ROE) of 

15%, an investment yield on surplus and policyholder funds of 2.5% and a 2:1 premium to 

surplus ratio (Exhibit 2, page 264). Proposed average rates would increase from the current 

average of $911 to an average of $1,139 (Exhibit 2, page 281 of the Record).  

 

[19] In its Final Submission made to the Board, Genco provided the following reasoning for 

requesting the rate increase it is seeking (Exhibit 13, pp. 599-601 of the Record):  

 
Genco abides by the principle of ensuring the sustainability of the insurance 
industry (which can be seen in our countrywide conversations with provincial 
governments and regulators) and recognizes that a healthy insurance market 
where insurers are allowed to compete and earn a fair return on their capital 
benefits customers in the long run. […] 
 
Genco’s New Brunswick private passenger vehicle indication has increased since 
2016. Graph 2 below demonstrates Genco New Brunswick PPV net earned 
premium and underwriting losses where it clearly shows that net earned premium 
has steadily increased during last three years while underwriting profits have 
dramatically worsen. 
 
[…] Industry wide, the private passenger vehicle insurance experience in New 
Brunswick has been poor. The table below details the industry’s discounted New 
Brunswick PPV Direct loss ratios where it clearly shows that the last four years’ 
loss ratios are over 90%. This level of losses is unsustainable. 
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[…] 
 
Rate levels need to recognize that claims are more expensive to settle and cars 
are more expensive to repair. For example, the many attributes and safety 
features that we enjoy in our vehicles (Bluetooth, carplay, cameras, sensors, etc.) 
help us enjoy our drive and help us avoid accidents, but those same features make 
cars more expensive to repair when accidents do happen. […] Clearly, loss ratios 
higher than 90% are not sustainable, and demonstrate an overall rate inadequacy 
in New Brunswick PPV insurance rates. 

   

[20]  The Applicant submits that the Filing was prepared utilizing sound actuarial methods and 

practices and that the assumptions contained therein are reasonable and that the Filing has 

been completed in accordance with the Filing Guidelines issued by the Board.  

 

Office of the Attorney General 

 

[21] The OAG was provided with the Filing and all related documents. The OAG was also given the 

opportunity to further query the Applicant through a written interrogatory process which 

provided for two rounds of interrogatory questions and answers. At the conclusion of the 

interrogatory process, and prior to the Hearing, the OAG filed a final written submission to the 

Board summarizing its position.  

 

[22]  The OAG’s final submission challenged the Applicant’s position and states as follows (Exhibit 12, 

page 576 of the Record): 

 
We reviewed the rate level indications developed by Genco, and, in so doing, 
examined all aspects of Genco’s ratemaking procedure. There are several aspects 
of Genco’s analysis of its rate level needs where we believe that alternate 
calculations and/or assumptions should be considered by the Board. 
 
Following Genco’s general methodology for determining its rate level needs, but 
with alternate assumptions, judgments, and calculations that we believe to be 
more appropriate, we find its overall rate level change need to be less than the 
+25.1% change proposed by Genco. 
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[23] In its Final Submission (Exhibit 12, pp. 573-593), the OAG raises issues with the Applicant’s 

selection of loss trends for the bodily injury, property damage, accident benefits and collision 

coverages, as well as on its selected target after-tax ROE. 

 

Consumer Advocate for Insurance  

 

[24] Prior to the Hearing, the CAI advised the Board of her intention to intervene in the present 

matter, but the Board did not receive a submission from the CAI challenging the Rate 

Application submitted by the Applicant. 

 

3. Analysis and Reasons 

 

[25]  The Panel has reviewed all of the written evidence before it, comprising of exhibits 1 to 13.   

 

[26] In their submissions, both parties argued that  their assumptions and actuarial methodologies 

were valid and reasonable.  

 

[27] The Panel’s decision reflects that neither expert opinion for the Applicant or the OAG was 

accepted in toto, and that each assumption and methodology decision is laced with layers of 

data, assumptions and judgement. As set out below in greater detail, on some issues, the Panel 

accepted the Applicant’s evidence as satisfying its evidentiary burden of just and reasonable, 

while in others, the Panel accepted contrary positions, and finds that the Applicant failed to 

meet its burden of proof. 

 

[28] The Panel of the Board determines that Genco must amend some of the assumptions, 

calculations and methodologies used in its amended Filing. The Applicant was therefore 

ordered to provide the Board with the calculation resulting from those amendments on May 7, 

2019.  
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[29]    The Panel addresses each issue individually below: 

 

1)  Selected Loss Trend Rates 

 

[30] The selection of loss trend rates requires the analysis of past data and the application of 

professional judgement in order to select trend rates for each coverage by separately selecting, 

and then combining, frequency and severity trend rates, representing past experience and 

future expected results. The frequency and severity trends are combined to determine loss cost 

projection factors. 

 

[31] In its loss trend analysis, the Applicant used a regression model applied to industry-wide PPV 

experience as of December 31, 2017 (data available at time of Filing), excluding Facility 

Association (FA) experience, in order to determine and select its past and future frequency, 

severity and loss cost trends. The exclusion of FA experience by Genco is in compliance with 

Part 10, Section 3b. of the Board’s Filing Guidelines. 

 

 

• Third Party Liability - Bodily Injury 

 

[32] The Applicant and the OAG used different models to support their respective positions in terms 

of frequency and severity trend rates for BI. In its regression analysis, the Applicant uses its 

estimate of Industry PPV ultimates over six years, from January 1, 2012 to December 31, 2017. 

On this basis, Genco selects frequency and severity trends for each period as follows (Exhibit 2, 

pp. 213 and 216 of the Record): 

 

Bodily Injury Past  
(2012-1 to 2017-1) 

Future  
(2017-1 onward) 

Frequency 0% 0% 

Severity +5.9% +5.9% 
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Loss Cost +5.8% +5.8% 

 

[33] Based on its model, Genco measures a past and future frequency trend rate of 0%, a past and 

future severity trend of +5.9% and past and future loss cost trend of +5.8% with an adjusted R-

square of 62% (Exhibit 2, p. 216 of the Record). Genco does not select cut-offs for the purpose 

of its trend analysis. The Applicant used exponential regression with a seasonality parameter 

and adjusted historical data to account for the Minor Injury Regulation (MIR) Reform. 

 

[34] The OAG disputes the approach adopted by Genco, and suggests a model that it submits is 

more appropriate than the Applicant’s model. Notably, the OAG argues that : 

 
1) The Applicant’s model underestimates the effect of the MIR reform and 

interprets the residual effect of the MIR as trend; 

 
2) Genco’s use of a six-year period beginning in 2012 as the basis for its trend fails 

to identify the long-term secular trend that can be observed in the data; and 

 

3) Frequency data exhibits a secular decline which was temporarily interrupted by 

the introduction of the MIR reform in 2013 and unusual weather in the first half 

of 2015. 

[Exhibit 12, page 582 of the Record] 
 

 

[35] The OAG’s expert witness’s model exhibits several level changes with a flat secular trend and 

measures an adjusted R-squared of 91.15% for severity and 81.3% for frequency (Exhibit 12, 

page 582 of the Record). According to its model, the OAG suggests a loss cost trend of6.94% 

for BI is more reasonable.  

 
[36] The Panel finds the model proposed by the OAG to be more complex than that selected by the 

Applicant and finds the parameters applied in its model (ie. applying three scalars on 18 data 
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points – two of which being within nine data points) which yields a high R-squared, could result 

in overfitting.  

  

[37] The Panel finds that models adopted by both the Applicant and the OAG to derive the severity 

trends to be lacking: the Applicant’s due to its simplistic approach, use of a short term period 

and lack of use of scalars; and the OAG’s due to its overuse of scalars to achieve multiple level 

changes, but potentially resulting in overfitting. That said, the Panel finds that, based on the 

visual of the severity graphics (Exhibit 2, page 216 and Exhibit 12, page 583) and on the whole 

of the evidence , overall Genco’s severity trend selection of +5.9% is more reasonable than the 

0% selected by the OAG and accept the Applicant’s loss cost trend of +5.8%  as reasonable. 

 

 

• Third Party Liability – Property Damage 

 

[38] For the TPL- PD coverage, the Applicant based its regression analysis, measuring separately 

frequency and severity trend rates using a nine-year period for frequency and a seven-year 

period for severity ending in December 2017. Genco made the following trend selections for 

TPL-PD (Exhibit 2, p.217of the Record): 

 

TPL-PD Past (up to 2017-1) Future (2017-1 onward) 

Frequency -2.9% -2.9% 

Severity +7.0% +7.0% 

Loss Cost +3.9% +3.9% 

 

[39] For the past frequency trend rate, the Applicant measured a trend rate of -2.9% with an 

adjusted R-square of 42% based on the nine years of data ending in 2017. As for the severity 

trend rates, Genco selected its measured trend of +7.0% with an adjusted R-square of 58.1% 

based on the seven-year annual data ending in 2017. Genco calculated loss costs trends of 

+3.9% for the past, and selected same for its future trend (Exhibit 2, p. 217 of the Record). 
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[40] Genco used a short period to develop its’ trends due to the short tail nature of this coverage 

and in order to be more responsive to emerging trends (Exhibit 9, page 493 of the Record).  

  

[41] The OAG disagreed with the trend model used by the Applicant for the TPL-PD coverage. The 

OAG argued that with respect to severity, the Applicant appears to ignore the “clear visual 

evidence of flat severity”. It further submitted that the Applicant’s model results in a poor fit 

in the periods on either side of 2014 where the data exhibits a level change (Exhibit 12, page 

585 of the Record). 

 

[42] The OAG’s suggested model, reviewing frequency and severity accident half-year data for the 

period from 2006 through December 31, 2017, measures trend rates of between -2.5% to -

3.0% for frequency and 0.0% for severity, concluding to a loss cost trend rate of between -

2.5% and -3.0% (Exhibit 12, page 585 of the Record).  

 
[43] The Panel finds the methodology employed by the Applicant to be acceptable. The Panel 

therefore accepts the Applicant’s model as being reasonable.  

 

• Accident Benefits 

 
[44] The Applicant based its regression analysis for the AB coverage using seven years of data 

ending in December 2017. Genco made the following trend selections for this specific 

coverage (Exhibit 2, p. 219 of the Record): 

 

AB Past (up to 2017-1) Future (2017-1 onward) 

Frequency +4.2% +4.2% 

Severity -0.8% -0.8% 

Loss Cost +3.3% +3.3% 

 

[45] For the frequency trend rate, the Applicant measured a trend rate of +4.2% with an adjusted 

R-square of 52% based on a seven-year period ending in December 2017. Genco submits the 
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overall loss cost selection to have a good fit with the data as indicated by the second highest 

R-squared value. As for the severity trend rates, Genco selected a slight negative trend of -

0.8% with an adjusted R-square of -7% based on the seven-year data ending in December 

2017. The selected severity trend is applied over the past and the future periods. On the basis 

of its selected frequency and severity trends, Genco calculated loss costs trends of +3.3% 

(Exhibit 2, page 219 of the Record). 

 

[46] The OAG disagreed with the Applicant’s model for AB, arguing it underestimates the effect of 

the MIR reform, and rather interprets the residual effect of the MIR as trend. The OAG argued  

poor residuals for the points immediately prior and subsequent to the introduction of the MIR 

reform. The OAG proposed a model which accounts for the impact of the MIR reform, and 

produces a superior fit visually, more precisely on frequency (for both the pre and post MIR). 

The OAG indicated that primarily due to the high level of volatility in the data, the severity 

trend is not statistically significant. In light of this, the OAG suggested the lack of statistical 

significance results in a loss cost trend rate of between +0.5% and 1.5% (Exhibit 12, pp. 586 - 

587 of the Record).  

 
[47] The Panel concludes the selection of +3.3% on loss cost by Genco on the AB coverage lacks 

support to demonstrate its reasonableness. The Panel finds the lost cost selection proposed 

by the OAG to be more reasonable, though on the low end of the spectrum. The Panel 

therefore orders the Applicant to adopt a loss cost trend selection of +1.5% for the AB 

coverage.  

 
 

• Collision 

 
[48] For the Collision coverage, the Applicant based its regression analysis using a nine-year period 

for frequency and a five-year period for severity ending in December 2017. Genco made the 

following trend selections for this specific coverage (Exhibit 2, p. 220 of the Record): 
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Collision Past (up to 2017-1) Future (2017-1 onward) 

Frequency +1.1% +1.1% 

Severity +2.7% +2.7% 

Loss Cost +3.9% +3.9% 

 

[49] For the frequency trend rate, the Applicant measured a frequency trend rate of +1.1% with an 

adjusted R-squared of 4% based on the nine-year data ending in December 2017. For severity, 

a trend rate of +2.7% with an adjusted R-squared of 85% was measured based on a five-year 

period (Exhibit 2, p. 220 of the Record). The Applicant indicated that despite the fluctuation in 

frequency, it appears severity has been steadily increasing overall since 2013-1 (Exhibit 2, page 

215 of the Record). The severity selection shows a good fit with the data based on its high 

adjusted R-squared value. Genco expects that its selected lost cost trend of +3.9% will 

continue in the future due to the increasing cost to repair vehicles, as observed by its claims 

department (Exhibit 2, page 215 of the Record). 

 

[50] The OAG conceded that the frequency data exhibits a high degree of volatility, partly resulting 

from weather patterns. Due the volatility, the OAG suggested the use of a longer trend period, 

but noted a longer period does not result in a statistically significant trend (Exhibit 12, page 

587 of the Record).  

 

[51] As for severity, the OAG submitted that the use of a five-year period is too short, which could 

result in measurement error. The OAG pointed out that Genco’s model underfits every data 

point excluded in the fit, except for the 2012-2 data point. Finally, they submitted that their 

model better fits the data over a longer (2007 – 2017) and more appropriate period. The loss 

cost trend rate proposed by the OAG using this longer period is +1.8% (Exhibit 12, pp. 587 - 

588 of the Record). 

 

[52] The Panel finds both models presented by the Applicant and the OAG lacked complete 

support. However, in considering the whole of the evidence on the issue, the Panel concludes 

the loss cost trend to be reasonably at a level between the +3.9% selected by Genco and the 
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+1.8% proposed by the OAG. The Panel therefore orders the Applicant to modify its loss cost 

trend for the Collision coverage to +2.8%. 

 

 

2) Profit Provision 

 

[53] For the calculation of its overall rate level change need, Genco included a profit provision 

targeting a return on equity (ROE) of 15%, a premium to surplus (“P/S”) ratio of 2 to 1, as 

well as an investment yield on surplus and policyholder funds of 2.5% (Exhibit 2, page 264 of 

the Record). 

 

• Selection of Return on Equity 

 

[54] The OAG disagrees with the Applicant’s selected ROE of 15%. In its final submission, the OAG 

noted that the Board has generally approved rate applications based on a target after-tax 

ROE of 12%. It also points out that a three percentage point decline in the target after-tax 

ROE, from 15% to 12%, would reduce the overall rate level indication by approximately 2.2 

percentage points (Exhibit 12, page 590 of the Record). 

 

[55] At page 264 of the Record (Exhibit 2), the Applicant provided the reason for its selection of 

a 15% target after-tax ROE was to remain consistent with Aviva’s target ROE. It also submits 

it considered a 15% target ROE to be reasonable given the expectations of its shareholders 

(Exhibit 13, page 625 of the Record). 

 

[56] The Panel finds the Applicant did not provide the Board with compelling rationale to target 

an after-tax ROE of 15%. The Panel finds the target after-tax ROE of 12% to be more 

reasonable in the circumstances and more reflective of the current market conditions and 

orders Genco to modify its target after-tax ROE accordingly.  The Panel reiterates that there 

is no benchmark for target ROE in New Brunswick and that the Board continues to assess 

every applicant’s target on a case-by-case basis. 
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4. Decision  

 

[57] For the reasons set out above, the Panel finds the Applicant’s Filing not to be just and 

reasonable in its entirety and therefore orders the following changes to be made: 

 
1) For Trend Selections: 

 
a. Modify its trend selection for the Accident Benefits coverage to 1.5%; 

 
b. Modify its trend selection for the Collision coverage to 2.8%. 

 
 

2) For the target return on equity: 
 

a. Modify its target return on equity to 12%. 

 

[58] The impact of these changes decreases the rate indications from an average increase of 

+30.24%, as per the Applicant’s amendment of December 14, 2018, to an average increase 

of +25.1%.  

 
[59] The Applicant is ordered to incorporate changes to the rate application as set out in 

paragraph 57 above and is approved to adopt the proposed average rate change of 

+25.1%.  

 
[60] The approved rates will be effective on September 1, 2019 for both new business and 

renewal business.  
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Dated at Saint John, New Brunswick, on May 16, 2019. 

                     
 
 
  
 ___________________________________ 
 Marie-Claude Doucet, Panel Chair 
 Chair, New Brunswick Insurance Board 
 

WE CONCUR: 

 
 
 
______________________________ 
Heather Stephen, Board Member 
 
 
 
______________________________ 
Elizabeth Turgeon, Board Member 


