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2.b. Ratemaking Methodology 

Topic: Insurance Uses Relativities 

Sub Topic: TC (MPI) 1-1 Response 

 

Preamble to IR (If Any): 

Appendix 1 includes Tables 13 and Table 14, presenting VFH as a standalone major class. 

Table 13 displays the balanced current relativity for each VFH insurance use. 

Table 14 displays the 25/26 average rate for each insurance use. 

 

Question: 

a) From Table 13, please confirm that the ratio of Taxi/Livery Passenger Vehicle 
(1.5400) to Passenger Vehicle-for-Hire (Passenger Vehicle) balanced current 
relativity (0.5521) is 2.8. 

b) From Table 14, using Territory 1 please confirm that the ratio of Taxi/Livery Passenger 
Vehicle (8,837.49) to Passenger Vehicle-for-Hire (Passenger Vehicle) (5,143.92) 
25/26 average rate is 1.7. 

c) Please explain how the relativities in Table 13 were calculated given the comparison 
of the average rate from b). 

Rationale: 

To understand how the methodology calculates the current relativity in separating VFH in 
its own major class.  Since both insurance uses have low credibility, the starting 
point/current relativity drives the indicated relativity. 

RESPONSE: 

a) Confirmed. 
b) Confirmed. 
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c) The 2025/26 average rate shown in Table 14 is derived from prior year’s rate model, 
which was based on the vehicle population on a point in time basis. These average 
rates do not yet reflect the full set of combined relativities, including the balancing 
and credibility adjustments applied across all classification factors. 
 
Furthermore, the 2025/26 rates were developed without treating VFH insurance 
uses as a stand-alone major class, as in TC 1-1. As a result, relativities based on the 
2025/26 rates are not directly comparable when evaluating differentials between 
Taxi/Livery Passenger Vehicles and Passenger Vehicles-for-Hire, since both remain 
within the same major class. 
 
To properly assess the rate differential between Taxi/Livery Passenger Vehicles and 
Passenger Vehicles-for-Hire, column [8] of Table 14 (Indicated Rate) should be used. 
For example, in Territory 1, the indicated rate for Taxi/Livery Passenger Vehicles 
(9,971.23) compared to Passenger Vehicles-for-Hire (3,967.43) produces a ratio of 
2.51. 

 
Also note the combined relativity is derived from the New Relativity rather than the 
Balanced Current Relativity, given the low credibility of both uses. In Territory 1, this 
results in a ratio of 1.5984 for Taxi/Livery Passenger Vehicles to 0.6262 for Passenger 
Vehicles-for-Hire, or 2.55. 
 


