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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 to conduct a hearing 

(the “Hearing”). A written Hearing was held on November 5, 2019 at the New Brunswick 

Insurance Board Office, 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  15.00%, 

based on an indicated rate increase of 34.98% submitted by Dominion of Canada General 

Insurance Company  (the "Applicant" or  "Dominion") 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), 

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

advised the Board of its intent to intervene, and so did the CAI. On October 3, 2019, the OAG 

notified the Board of its decision to withdraw as an intervenor. The CAI provided a written 

submission for the Panel’s consideration.  

 

[3] The Panel, after examining the evidence presented by the Applicant and written submission 

made by the Intervenor, approved the Applicant’s proposed average rate change of 15.00%. 

 

[4] The approved rates will be effective on January 15, 2020 for new business and February 15, 

2020 for renewal business. 
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Exhibits 

 

[5] For the written Hearing, the Panel accepted the following exhibits from the Applicant and the 

CAI as part of the record as shown below: 

 

EXHIBIT DESCRIPTION DATE 

1 Original Filing (2019-041) Mar 3, 2019 

2 Round 1 Questions from NBIB Mar 19, 2019 

3 Round 1 Response to NBIB Mar 22, 2019 

4 Round 1 Questions from EY Apr 3, 2019 

5 Round 1 Response to EY Apr 9, 2019 

6 Amendment–Removal of Cannabis 
Adjustment Apr 9, 2019 

7 EY Actuarial Review Summary May 28, 2019 

8 Round 1 Questions from OAG Aug 23, 2019 

9 Round 1 Response to OAG part 1 of 2 Sept 6, 2019 

10 Round 1 Response to OAG part 2 of 2 Sept 6, 2019 

11 OAG Request for Missing Information Sept 12, 2019 

12 Response to OAG with Missing Information Sept 12, 2019 

13 Round 2 Questions from OAG Sept 16, 2019 

14 Round 2 Response to OAG Sept 23, 2019 

15 Final Submission from CAI Oct 7, 2019 

16 Further NBIB Questions Oct 22, 2019 

17 Response to Further NBIB Questions Oct 25, 2019 

18 Final Submission from Company Oct 25, 2019 
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1. Introduction 

 

[6]  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. The Board requires it to do so. 

 

Procedural History 

 

[7]  The Applicant filed a rate revision application for the PPV category on March 3, 2019. The 

original overall indication of the Filing was 35.80% and the Applicant sought an overall average 

rate increase of 15.00%. 

 

[8] The Applicant submitted an Amended Filing on April 9, 2019, decreasing its rate indication to 

34.98%, maintaining a proposed increase of 15.00%. 
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[9] The Board issued a Notice of Hearing on July 5, 2019 and convened a Panel of the Board to 

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

respective intention to intervene in the rate hearing.  On October 3, 2019, the OAG notified the 

Board of its decision to not intervene further. The Office of the Consumer Advocate for Insurance 

intervened in this matter.  

 

[10] Prior to withdrawing its participation, the OAG submitted two sets of interrogatories to the 

Applicant, to which answers were provided. Furthermore, pre-hearing written submissions 

were provided by the Applicant and the CAI to the Board. 

 
 

2. Evidence and Positions of the Parties 

   

Dominion of Canada General Insurance Company 
 

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

Panel.  
 

[12] The Applicant presented its Filing to the Board with an overall original indication of 35.80%, 

later amended to 34.98%, and proposed to select an average rate change of 15.00%.  
 

[13] The following sets out the amended proposed changes to the existing rates by coverage (Exhibit 

6, page 285 of the Record): 
Before Capping  

Third Party Liability - Bodily Injury (TPL-BI)     +  4.00%      

Third Party Liability - Property Damage (TPL-PD)     + 25.03%      

Property Damage – Direct Compensation (DCPD)     + 20.01%    

Accident Benefits (AB)     + 30.01%    

Uninsured Auto (UA)      +  0.00%       

Collision      + 25.00%    
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Comprehensive      +   0.00%    

Specified Perils (SP)      +   0.00%    

Underinsured Motorist (UM) – SEF44       +   0.00%     

Total       + 13.31%* 

 
*Proposed impact excluding the changes to endorsements SEF 20 and SEF 27.   

 

[14] The indicated rates contained in the Filing are estimated assuming a target return on equity 

(ROE) of 12.50%, a pre-tax investment rate on cash flow (ROI) and investment rate on capital 

of 1.79% and a 2:1 premium to surplus ratio (Exhibit 6, page 289 of the Record). Proposed 

average rates would increase from the current average of approximately $826 to approximately 

$936 (Exhibit 6, page 285 of the Record).  

 

[15] In its Final Submission made to the Board, the Applicant provided the following reasoning for 

its proposed rate increase (Exhibit 18, pp. 578-579 of the Record): 

 
We strongly believe that our proposed rate change is critical to helping achieve 
rate adequacy and continuing to grow our New Brunswick automobile business 
in a competitive and sustainable manner.  
 
While we anticipated and welcome this new growth, it is important that, along 
with it, we are able to take the necessary steps towards achieving rate 
adequacy. The Dominion’s indication is 36% in the current filing which closely 
mirrors the elevated industry loss ratio, which is heavily driven by the 
deterioration in the Bodily Injury and Physical Damage coverages results. As 
Bodily Injury accounts for about 30% of the total premium, it is crucial that the 
premiums are in line with the higher expected losses. Additionally, the 
industrywide steeper physical damage trends can be attributed to the 
increased cost and complexity of modern vehicles and distracted driving. The 
sensors and electronics distributed all around the car have made even simple 
claims such as fender-benders much more costly to fix. Many repair shops have 
also had to hire more costly technicians with the appropriate expertise to 
handle repairs on newer more advanced vehicles. On top of the higher repair 
cost for similar accidents, distracted driving has led to increased frequency of 
accidents and full speed collisions. These observations are in line with the 
significant rate needs for AB, DCPD, and Collision. With all of the considerations 
above, the Dominion is proposing rate increases in BI, AB, PD, DCPD, and 
Collision to alleviate the rate inadequacy before the deterioration continues. 
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The Dominion has invested heavily into the New Brunswick market to provide 
a highly sophisticated and price competitive product […]. We have identified 
the coverages that require immediate attention, and the proposed changes will 
help ensure the Dominion continues in the right direction.  

 
 

[16] The Applicant submitted that the Filing was prepared utilizing sound actuarial methods and 

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

completed in accordance with the Board’s RFG-1 Rate Filing Guidelines.  

 

Office of the Attorney General 

 

[17] The OAG was provided with the Filing and related documents in this matter. The OAG was also 

given the opportunity to query the Applicant through a written interrogatory process, which 

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

second round of the interrogatory process, the OAG discontinued its intervention and did not 

participate further in the hearing process. The interrogatory questions and answers were part 

of the Record before the Panel. 

 

Consumer Advocate for Insurance  

 

[18] The CAI participated as an Intervenor in the written hearing process and challenged the Filing 

submitted by the Applicant.  

 

[19] In her written submission (Exhibit 15, pp. 571-572 of the Record), the CAI submitted that the 

insurance rates in New Brunswick have to be just and reasonable to automobile insurance 

consumers in the Province. The CAI highlighted in her submission that New Brunswickers are 

required to use motor vehicles as part of their daily living in our Province, including but not 

limited to attending work, and that it is paramount to ensure that New Brunswick drivers do 

not operate a vehicle without insurance as a result of premiums being unaffordable.   
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[20] In particular, the CAI pointed to Dominion’s selection of a 12.5% ROE, and questioned whether 

it is fair to the consumers of New Brunswick and reasonable.  

 

 

3. Analysis and Reasons 

 

[21] The Panel has reviewed all of the written evidence before it and the submissions of the parties.   

 

[22] The material found in the Record raises several issues, and the Panel addresses each issue 

individually below: 

 

1)   Selected Loss Trend Rates 

 

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

professional judgement in order to select trend rates representing past experience and future 

expected results for each coverage. Loss cost projection factors are then selected based on the 

trend analysis. 

 

• Industry vs. Company Experience 

 

[24] In its loss trend analysis, the Applicant separately selected trends based on company 

experience and industry experience. For the trends applied to company experience, Dominion 

selected loss trends based on a review of the twelve-month moving average over the past five 

years, using its own PPV experience in New Brunswick. For the trends applied to industry 

experience, Dominion selected loss trends based on a review of the past ten years of New 

Brunswick industry PPV experience. In its answers to questions from the OAG, the Applicant 

provided the following rationale for not exclusively basing its trend selection on industry 

experience (Exhibit 10, page 435 of the Record): 
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We believe that our data is credible for trend selections for DC, CL, and CM if 
we were to use the credibility standard of 1082 claims. Although it may not be 
fully credible for AB, BI, and PD coverages, our selections are in line with and in 
some cases lower than our selected trends based on industry data. 

For example, Dominion BI selected loss cost trends are 2.1% (past) and 1.5% 
(future), versus industry selected 2.0% (past and future). Dominion AB 
frequency is 1.8% (past) and 1.4% (future) versus industry 1.2% (past and 
future). Dominion AB severity is based on CPI index reflecting inherent inflation. 
If we were to substitute BI and AB industry selected trends for the company 
losses, the overall indication would not change materially (less than one point 
impact).  

 

[25] Although insurers in the industry typically use industry experience exclusively to derive trends 

when its own data is not fully credible, the Panel accepts the Applicant’s rationale for its 

approach, and finds that the Applicant’s methodology using both industry experience to derive 

trends for some coverages and its own experience to derive trends for other coverages is not 

unreasonable.  

 
 

2) Loss Development Factors 
 

[26] Being consistent with previous rate filings, the Applicant opted to base losses for the BI and 

AB coverages on the actuarial reserving team’s selected ultimate losses as of June 30, 2018, 

based on non-Ontario PPV and commercial vehicle data. The ultimate losses were 

subsequently used to derive an implied cumulative loss development factor to ultimate and 

the result was applied to New Brunswick PPV incurred losses to calculate the Company’s New 

Brunswick PPV ultimate losses. 

 

[27] Pursuant to the Board’s RFG-1 Rate Filing Guidelines, it is expected that companies rely on 

their own New Brunswick experience in the development of rates. Sections 4.a.iv. and 4.b.iv. 

of the Rate Filing Guidelines notably direct as follows:  

 
4.a.iv.    The insurer’s own data based on its own experience must be used to the 

extent possible. Should the insurer find it necessary to rely on external 
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data or a different source of internal data (i.e. affiliated company data), 
the Board requires the insurer to identify the source of the data and 
provide a detailed explanation of its applicability. 

 
4.b.iv.     New Brunswick specific loss data for the filed category of insurance at the 

coverage level must be used.  
 

 
[28] In response to questions from the OAG, the Applicant provided its rationale in support of its 

methodology as follows (Exhibit 10, page 434 of the Record): 

The Dominion uses data for all provinces excluding Ontario in its analysis of loss 
development factors. Individually, the development patterns for BI and AB for 
provinces with lower volume can be volatile. The combined data provides a 
more stable base to use for analysis. This approach is reasonable as The 
Dominion employs consistent claims practices between the provinces.  

 

[29] Despite being consistent in its approach with the previous year’s rate filing and the 

methodology employed being generally reasonable, given the current size of its book of 

business, the Panel would expect the Applicant to have sufficient own data to complete its 

analysis of loss development factors. Consequently, while the Panel accepts the methodology 

employed by Dominion for the purpose of the current filing, in future filings it will expect the 

Applicant to provide the Board with comparative analysis demonstrating that development 

factors are similar if using exclusively its PPV New Brunswick experience versus the combined 

non-Ontario PPV and commercial vehicle experience. 

 
 

3) Accident Years Weights 
 

[30] In the prior Rate Filing, for the calculation of its prospective projected loss ratio, the Applicant 

assigned weights of 15%, 30% and 55% to three most recent years, with the greater weight 

assigned to the most current years, for all coverages. However, in the current filing, the 

Applicant brought a change to its selected indication weights for the BI, AB, UA and UM 

coverages, and opted to assign weights of 33.3% to each of the three most recent years. 
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[31] In its response to questions from the Board’s consulting actuaries, the Applicant provided the 

following rationale behind the change in accident year weights selected for BI, AB, UA and UM 

(Exhibit 5, page 271 of the Record): 

The Dominion assigns a weight of 15%, 30%, and 55% to each of the three 
twelve-month periods for short-tail coverage and assigns equal weights to each 
of the three twelve-month periods for the long-tail coverage. This approach 
strikes a balance between responsiveness to recent experience and stability 
over time based on the nature of the coverages.  

Dominion assigns equal weights to each of the three twelve-month periods for 
longer-tailed lines such as AB and BI (as well as UM and UA) due to the inherent 
uncertainty in estimating their future costs. We find that assigning a weight 
lower than 55% to the most recent accident year, which is most uncertain, to 
be reasonable. This approach is also prudent because it takes into consideration 
the declining portfolio, with the latest accident year, which accounts for 30% of 
Dominion’s risks in the last three years, receiving 33.3% of the weight.  

 

[32] The Panel finds that both methodologies used by the Applicant in the past and current year 

are reasonable in the circumstances of this Filing. The Panel therefore accepts the 

methodology employed by Dominion to assign equal weight to the latest three years of 

experience for the BI, AB, UA and UM coverages. That said, the Panel cautions that the 

Applicant may want to evaluate the use of a larger number of years of experience to assign 

weights in the future to ensure stability over time. 

 
 

4)    Large Loss Loading 
 

[33] In the present Rate Filing, the Applicant introduced a large loss provision of 25% to BI losses 

capped at $200,000 in the overall indication. However, no large loss capping procedure was 

applied for the projection of the industry’s overall indication. In its answers to questions from 

the Board’s consulting actuaries, the Applicant provided the following support for this change 

in methodology (Exhibit 5, page 269 of the Record): 
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Dominion’s BI loss data has low credibility to have large losses in any given 
experience period. Combining the large loss industry experience with that of 
Dominion for the past five years balances stability with responsiveness and 
gives a better view of the large loss percentage that is attributable to the 
company’s BI loss ratio. In addition, industry large loss experience lends much 
needed credibility to the large loss provision given the sparse Dominion large 
loss data.  

 

[34] Despite finding the Applicant’s selection and methodology to be mostly reasonable, the Panel 

finds that the Company’s large losses, not being excluded from the data used in the Applicant’s 

loss development analysis, results in a discrepancy with incurred losses, which includes the 

development of large losses. While not necessary for the current determination, the Panel 

therefore requests that, for the purpose of future filings, the Applicant ensures consistency 

with the derivation of loss development factors. 

 

5) Complement of Credibility 

 

[35] To the extent that a company’s own loss experience is not credible, other sources of data, 

such as industry data or IAO Actuarial Consulting Services Inc. (IAO) can be used as a 

complement of credibility. In the determination of the rate level change required, the 

Applicant used the industry indication (derived by the Dominion) and permissible loss ratio 

for this purpose. The Applicant’s projected loss ratio therefore resulted from the weighted 

average of company experience, industry experience and target loss ratio.  

 

[36] In its first round of questions, the OAG suggested to the Applicant the use of net trends as 

the complement of credibility. The Applicant however pointed to limitations of that 

suggested approach (Exhibit 10, page 439 of the Record): 

[…] the shortcomings of this approach should be noted. A net trend 
complement assumes that the prior approved rate change was sufficient to 
reach adequacy and that the book has been relatively stable. The Dominion’s 
indication in the prior filing approved by the Board was 32.4% compared to the 



Page | 13  
 

proposed rate change of 8%. The net trend complement does not consider the 
significant residual rate need from the prior approved filing.  

Thus, using the trended residual indication as a complement would be more 
appropriate. This results in an indication of about 23%.  

 

 
[37] The Panel is satisfied by the support and rationale provided by the Applicant for its approach 

to complement of credibility and finds the methodology used to be reasonable.   

 

6)  Health Service Levy 

 

[38] Under current legislation, the Minister of Health has no subrogation right against an at-fault 

party who is insured by a policy of TPL insurance. In place of subrogation, the Minister 

imposes a Health Service Levy (HSL) to be contributed by motor vehicle insurers with respect 

to each vehicle insured in the Province. Accordingly, New Brunswick charges the levy based 

as a percentage of total earned premiums for TPL and AB for all classes of vehicles. 

 

[39] For the purpose of this Filing, Dominion changed its treatment of the HSL from a variable 

expense to a fixed expense. The Applicant’s rationale for this change in treatment is that to 

consider the HSL as a fixed expense supports that the health levy is a fixed amount set by 

government, and consequently is not subject to rate changes of an individual insured (Exhibit 

5, page 270 of the Record). 

 

[40] The Panel is satisfied that under accepted accounting principles, treatment of HSL as either 

a variable expense or as a fixed expense is acceptable. That said, the Panel expects the 

Applicant’s approach to remain consistent from year to year, unless provided with 

appropriate rationale for the change in treatment of the HSL. In the circumstances, the Panel 

finds it was provided with acceptable support for the use of the current methodology by the 

Applicant and anticipates future consistency. 
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7)  Profit Provision 

 

[41] For the calculation of its overall rate level change need, the Applicant includes a profit 

provision targeting a return on equity (ROE) of 12.5%, a premium to surplus (“P/S”) ratio of 

2 to 1, as well as a pre-tax investment rate on cash flow and investment rate on capital of 

1.79%. 

 

• Selection of Return on Equity 

 

[42] On this issue, the CAI submitted that it is neither fair nor reasonable to allow New Brunswick 

policyholders to pay more than policyholders of other neighboring Provinces.  

 

[43] The Intervenor did not provide evidence, beyond argument and identification of different 

treatment in different jurisdictions, that challenged the reasonableness of a 12.5% ROE.  

While other regulators may arrive at a particular conclusion in the specific circumstances of 

their jurisdictions, the Board is neither compelled nor bound by findings and conclusions of 

other automobile insurance rate regulatory bodies on a matter.  

 
[44] However, from the evidence provided by the Applicant, this Panel is not satisfied that a target 

after-tax ROE of 12.5% was justified by the Applicant in the circumstances.  The Applicant  

would be well advised to provide additional evidentiary support in future filings for a future 

Panel to consider allowing the use of a target after-tax ROE of 12.5%.  In any event, for the 

purposes of this filing,  considering the Applicant’s implied after-tax ROE of -6.47% and the 

rate change selection of + 15.0%, based on an indication of + 34.98%, the Panel will not 

require the Applicant to recalculate its indication in the particular circumstances. 

 
[45] The Board has traditionally accepted the use of a target after-tax 12% ROE for the purpose 

of rate indications, however the Panel reiterates that there is no benchmark for target ROE 

in New Brunswick and that every applicant’s target will be assessed on the merits of the 

parties’ respective arguments. 
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4. Decision  

 

[46] For the reasons set out above, the Panel finds the Applicant’s Filing is just and reasonable 

overall and is therefore approved to adopt the proposed average rate change of 15.00%. 

 
[47] The approved rates will be effective on January 15, 2020 for new business and February 15, 

2020 for renewal business.  

 

Dated at Saint John, New Brunswick, on December 9, 2019. 

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

WE CONCUR: 

 
 
 
______________________________ 
Francine Kanhai, Board Member 

 
 
 
______________________________ 
Ferne Ashford, Board Member 


