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Exhibit RB-1 
NORTH CAROLINA RATE BUREAU 

February 1, 2008 

Honorable James E. Long 
Commissioner of Insurance 
North Carolina Department of Insurance 
PO Box 26387 
Raleigh, North Carolina 27611 

RECEIVED 

Re: Revision of Automobile Insurance Rates - 
Private Passenger Cars and Motorcycles 

Dear Commissioner Long: 

Enclosed herewith for filing on behalf of the member companies 
of the North Carolina Rate Bureau, with respect to vehicles 
subject to the jurisdiction of the Rate Bureau, are (1) revised - premium rates for bodily injury and property damage liability, 
medical payments, uninsured and underinsured motorists, and 
physical damage insurance for nonfleet private passenger 
automobiles; (2) revised premium rates for liability insurance 
for motorcycles; and (3) revised increased limits rating factors 
for bodily injury and property damage liability. 

The enclosed memoranda and exhibits set forth and explain the 
calculations which indicate the need for (1) a statewide average 
liability insurance rate level increase of 15.8% for nonfleet 
private passenger automobiles and an increase of 0.7% for 
motorcycles; and (2) statewide average physical damage insurance 
rate level increase of 8.4% for nonfleet private passenger 
automobiles. 

The foregoing changes were calculated based on rates to become 
effective October 1, 2008 and reflect consideration, duly given, 
to data for the experience period set forth herein. Ratios in 
the filing relating to expense experience were developed from 
special calls issued by the Rate Bureau. In preparing this 
filing, due consideration has been given to the factors 
specified in G.S.58-36-lO(2). Information and statistical data 
required pursuant to G.S. 58-36-15 and 11 NCAC 10.1104 are shown 
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and referenced in Section H. Additionally, the pre-filed 
testimony of (a) Raymond F. Evans, Jr . , General Manager - North 
Carolina Rate Bureau; (b) Patrick B. Woods, Assistant Vice 
President and Manager - Insurance Services Office, Inc.; 
(c) Michael J. Miller - Consulting Actuary; (d) Dr. James Vander 
Weide, Fuqua School of Business of Duke University; and 
(e) Dr. David Appel - Director - Milliman, Inc. are submitted 
herewith . 
The revised rates are to become effective October 1, 2008 in 
accordance with the following Rule of Application: 

These changes are applicable to all policies effective 
on or after Octoberl, 2008. No policy effective 
prior to October 1, 2008 shall be endorsed or 
cancelled and rewritten to take advantage of or to 
avoid the application of these changes except at the 
request of the insured and at the customary short rate 
charges as of the date of such request, but in no 
event prior to October 1, 2008. 

PCU 

RFE : dms - 
Enclosures 



SECTION A 

SUMMARY OF REVISION 



NORTH CAROLINA 
VOLUNTARY PRIVATE PASSENGER AUTOMOBILE INSURANCE 

REVISION OF RATES 

INDEX 
Section A - Summary of Revision 

Statewide Rate Level Changes by Coverage 
Territory Rate Level Changes by Coverage 

Section B - Material to be Implemented 
Revised Territory Base Rates 
Determination of Rates Memorandum 
Revised Symbol Relativities 
Revised Rules 

Section C - Supporting Experience 
Statewide Indicated Rate Levels 
Territory Indicated Rate Levels 

Section D - Explanatory Material 
Premium and Loss Experience 
Statewide Rate Level Exhibits 
Territory Rate Level Exhibits 
Trend Exhibits 
Derivation of Excess Wind and Water Factor 
Calculation of Loss and Claim Development Factors 
Loss and Expense Provisions 
Credibility Table 

Section E - Uninsured/Underinsured Motorists Review 
Statewide Rate Review 
Loss Development 
Trend 
Derivation of Expected Loss Ratio 
Higher Limits Uninsured Motorists Rates - Derivation of Underinsured Motorists Rates 
Underinsured Motorists Rates 

Section F - Motorcycle Review 
Statewide Rate Level Changes by Coverage 
Statewide Indicated Rate Level Changes 
Explanatory Material 
Derivation of Expected Loss Ratio 
Calculation of Loss Trend Factors 
Calculation of Rate Relativities 

Section G - Increased Limits Review 

Section H - Supplemental Material 



Liability: 

Bodily Injury (A) 

Pruperty Darr~ayt! (A) 

Medical Payments 

Uninsured Motorists 

Underinsured Motorists 

Liability Total 

Physical Damage: 

Comprehensive 

Physical Damage Total 

GRAND TOTAL 

Motorcycle Liability 

NORTH CAROLINA, 

SUMMARY OF PROPOSED RATE LEVEL CHANGES 

EARNED 

PREMIUMS 

AT PRESENT 

MANUAL RATES 

FILED 

RATE LEVEL 

CHANGE 

14.0% 

14.8% 

9.3% 

-5.5% (B) 

103.4% (B) 

0.7% (C) 

(A) INDICATIONS ARE COMBINED FOR BASIC AND HIGHER LIMITS. FOR BODILY 

INJURY THE BASIC LIMITS CHANGE IS + 7 . 4 %  AND THE HIGHER LIMITS CHANGE 

IS +6.1%. FOR PROPERTY DAMAGE, THE BASIC LIMITS CHANGE IS +15.3% 

AND THE HIGHER LIMITS CHANGE IS -0.4%. 

(B) THREE YEAR AVERAGE WEIGHTED ON EARNED CAR YEARS. 

(C) THREE YEAR AVERAGE WEIGHTED ON EARNED PREMIUM AT PRESENT MANUAL 

RATES. 



Terr. 
Code Description 

Asheville 

Durham 

Greensboro 

High Point 

Raleigh 

Wilmington 

Winston-Salem 

Remainder-West 

Gaston County 

Remainder-South 

Small City-East 

Small City-West 

Remainder-East 

Fayetteville 

Onslow County 

Craven County 

Wayne County 

Mecklenburg County 
-Remainder 

Charlotte 

STATEWIDE 

NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

TERRITORY RATE LEVEL CHANGES BY COVERAGE 

30/60/25 
Combined 

11.5% 

8.6% 

8.8% 

7.9% 

12.9% 

11.1% 

13.3% 

10.7% 

17.4% 

8.6% 

10.3% 

11.2% 

10.1% 

15.1% 

Full Coverage $100 Deductible 
Com~rehensive Collision 



SECTION B 

MATERIAL TO BE IMPLEMENTED 



NORTH CAROLINA 

Terr 
Code 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

FILED BASE RATES - VOLUNTARY LIABILITY 

$30,000/60,000 $25,000 $500  
Bodilv Iniurv Propertv Damaqe Medical Paments 

$142 $187 $ 1 7  



Terr 
Code 

11 

1 3  

1 4  

1 5  

1 6  

1 7  

18 

2  4  

2  5  

2 6  

3  1 - 
3 2 

3  3  

4  0  

4  1 

4  3  

4  7  

5  1 

5  2  

NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

FILED PHYSICAL DAMAGE BASE RATES (A) 

FULL COVERAGE 
COMPREHENSIVE 

$4 2  

5 4 

4  7 

4  6  

4  5  

4  8 

4  6 

60 

4  9  

7  2  

5  6 

5  1 

8 3  

5  7  

6  0 

5  5  

5  3 

4  5  

5 4  

$100 DEDUCTIBLE 
COLLISION 

$245  

2  5  9 

248 

245  

2 4 1  

2  5  4  

239  

245 

258 

2 6 6  

2 4 1  

235 

252 

3  0  7 

3  0 1 

(A) MODEL YEAR 2009, SYMBOL 2 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

DETERMINATION OF RATES TO BE CHARGED INDIVIDUAL INSUREDS 

Liability and Medical Payments Rates 

Page B-1 shows the filed liability and medical payments base rates by 
territory. These pages set forth the filed manual rates for the 
classification carrying unity differential. The revised rates for the 
remaining classifications are determined by applying the appropriate 
classification rate differentials to the base rates by territory. This filing 
does not include a proposed revision to classification rate differentials, or 
a revision to classifications. 

Physical Damage Rates 

Page B-2 shows the filed base rates by territory for Model Year 2009, Symbol 
2, for the base deductibles (Full Coverage Comprehensive and $100 Deductible 
Collision) and the classification carrying unity differential. These are the 
filed manual rates from which all other rates for these coverages may be 
obtained. The Model Year 2009, Symbol 2 base rate for any other deductible is 
obtained by applying the appropriate deductible relativity factor to the Model 
Year 2009, Symbol 2 base rate. This filing does not include a proposed 
revision to the deductible relativities. The factors on pages B-4 and B-5 are 
applied to the Model Year 2009, Symbol 2 base rate by coverage (after 
application of the appropriate deductible relativity) to produce the 
respective model year and symbol base premiums. 

The revised rates for the remaining classifications are determined by applying 
the appropriate classification rate differentials to the base rates by - territory. This filing does not include a proposed revision to classification 
rate differentials, or a revision to classifications. 



NORTH CAROLINA 
SYMBOL RELATIVITIES - PHYSICAL DAMAGE COVERAGES 

COMPREHENSIVE 

Model Year 

Symbol 1989 & Prior 



Symbol 

NORTH CAROLINA 
SYMBOL RELATIVITIES - PHYSICAL DAMAGE COVERAGES 

COLLISION 

Model Year 

1989 & Prior 



Memorandum - North Carolina Personal Auto Manual 
Matter underlined is new; matter in brackets [ I is deleted. 

14. MISCELLANEOUS COVERAGES 

A. Uninsured Motorists Coverage ONLY 

1. a. Basic Limits 

Basic Limits of Uninsured Motorists Coverage are $30,000/60,000 
Bodily Injury and $25,000 Property Damage. Property Damage 
Uninsured Motorists Coverage is subject to an exclusion of the first 
$100 of damage. 

Rate - Single Car Policy $[I71 15 
Multi-Car Policy $[401 2 

These rates are not subject to modification under the provisions of 
any rating plan or other manual rule. 

1. b. Increased Limits 

Increased limits of Uninsured Motorists coverage may be afforded. 
Property Damage limits may not exceed the Property Damage limit 
afforded by the policy. 

Uninsured Motorists Coverage is available at the following limits 
with rates per policy shown: 

B.I. Limits P.D. Limits 
Single Car Multi-Car Single Car Multi-Car 
Policy Policy Policy Policy 



Memorandum - North Carolina Personal Auto Manual 
Matter underlined is new; matter in brackets [ ] is deleted. 

14. MISCELLANEOUS COVERAGES(Contrd) 

B. Combined Uninsured/Underinsured Motorists Coverage 

1. b. Rates 

Combined UninsuredlUnderinsured Motorists coverage is available at 
the following limits with rates per policy shown: 

B.I. Limits P.D. Limits 
Single Car Multi-Car Single Car Multi-Car 

Policy Policy Policy Policy 



Memorandum - North Carolina Personal Auto Manual 
Matter underlined is new; matter in brackets [ ] is deleted 

18..  INCREASED LIMITS 

B. 3 0 / 6 0  Split Limit Bodily Injury Liability Increased Limits Table 

Applicable to 3 0 / 6 0  Split Limit Bodily Injury Liability Rates Only: 

Total 
Limits 

$ 30 /60  
50/lOO 

1 0 0 / 1 0 0  
1 0 0 / 2 0 0  
1 0 0 / 3 0 0  
3 0 0 / 3 0 0  
2 5 0 / 5 0 0  
5 0 0 / 1 , 0 0 0  

1 , 0 0 0 / 1 , 0 0 0  
1 , 0 0 0 / 2 , 0 0 0  

Factor 
1 . 0 0  

C. $ 2 5 , 0 0 0  Property Damage Liability Increased Limits Table 

Applicable to $ 2 5 , 0 0 0  Property Damage Liability Rates Only: 

Total 
Limits Factor 

(Remainder of rule is unchanged. 



Memorandum - North Carolina Personal Auto Manual 
Matter underlined is new; matter in brackets [ ] is deleted. 

19. MISCELLANEOUS TYPES (Cont'd) 

B. Motorcycles, Motorscooters, Motorbikes, Mopeds and Other Similar 
Motor Vehicles Not Used for Commercial Purposes Liability Coverages 
Only. 

With respect to voluntary risks and "clean risks" ceded to the North 
Carolina Reinsurance Facility, determine the appropriate premium by 
applying the following factors to the applicable voluntary private 
passenger bodily injury, property damage, and medical payments 
rates. For Uninsured Motorists Coverage and Combined 
Uninsured/Underinsured Motorists Coverage, charge the applicable 
private passenger premium shown in Rule 14. 

LIABILITY COVERAGES ONLY 

1. Such vehicles with engine size of 499 cubic centimeters or less 
shall be rated at [17%] 15% of the applicable private passenger 
rate. 

2. Such vehicles with engine size of 500 to 1249 cubic centimeters 
shall be rated at [27%] 24% of the applicable private passenger 
rate. 

3. Such vehicles with engine size of 1250 to 1499 cubic 
centimeters shall be rated at [37%] 33% of the applicable - 
private passenger rate. 

4. Such vehicles with engine size of 1500 or more cubic 
centimeters shall be rated at [49%1 - 43% of the applicable 
private passenger rate. 

MEDICAL PAYMENTS COVERAGES ONLY 

1. Such vehicles shall be rated at [38%1 35% of the private - 
passenger Medical Payments rate. 



SECTION C 

SUPPORTING EXPERIENCE 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

LIABILITY COVERAGES 

STATEWIDE RATE REVIEW 

ACCIDENT YEAR ENDED 12/31/2006 

All Liabilitv Business All Carriers 

30/60 $25,000 Total Limits 

Bodilv Iniurv Propertv Dam. Med. Pay. 

(1) Reported Incurred Losses and Allocated 554,842,157 

Loss Adjustment Expense (a) 

(2) Loss Development Factor (b) 1.121 

(3) Developed Losses and ALAE (1) x (2) 621,978,058 

(4) Unallocated Loss Adjustment 

Expense Factor (See page H-539) 0.127 

(5) Unallocated Loss Adjustment Expense (3)x(4) 78,991,213 

(6) General and Other Acquisition Expenses (c) 150,909,837 

( 7 )  Earned Exposures (a) 6,562,794 

(8) Incurred Claims (a) 96,548 

(9) Claim Development Factor (d) 0.943 

(10) Developed Claims (9) x (10) 91,045 

(11) Average Annual Change in Losses and ALAE 

(See page D-9) 0.8% 

(12) Average Annual Change in Expenses (See page D-8) 3.8% 

(1-ars of Trend - Losses and ALAE (e) 3.03 

(14, -ears of Trend - ULAE ( f )  3.03 

(15) Years of Trend - G & OA Expenses (g) 2.75 

(16) Projected Losses and ALAE (e) 636,905,531 

(17) Projected ULAE (f) 88,470,159 

(18) Projected Losses and LAE per exposure [[(16)+(17)]/(7)] 110.53 

(19) Projected G & OA Expenses (g) 167,208,099 

(20) Projected Fixed Expenses per exposure [ (19) / (7) 1 25.48 

(21) Projected Loss, LAE and Expenses Per Exposure [ (18) + (20) 1 136.01 

(22) Percentage Dividends (h) 0.0% 

(23) Permissible Loss, LAE and G & OA Expense 0.799 

Ratio (See page D-20) 

(24) Adjustment Factor for Increase in MVR Fee (i) 1.00000 

(25) Premium Required per exposure [ ( (21) / ( (23) - (22) ) ) *(24) ) 1 170.23 

(26) Distributional Adjustment Factor (j) 0.886 

(27) Required 30/60/25 Base Class Premium [ (25) / (26) 1 192.13 





NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

LIABILITY COVERAGES 

STATEWIDE RATE REVIEW 

ACCIDENT YEAR ENDED 12/31/2005 

All Liabilitv Business 

(1) Reported Incurred Losses and Allocated 

Loss Adjustment Expense (a) 

(2) Loss Development Factor (b) 

(3) Developed Losses and ALAE (1)x(2) 

(4) Unallocated Loss Adjustment 

Expense Factor (See page H-539) 

(5) Unallocated Loss Adjustment Expense (3) x (4) 

(6) General and Other Acquisition Expenses (c) 

(7) Earned Exposures (a) 

(8) Incurred Claims (a) 

(9) Claim Development Factor (d) 

(10) Developed Claims (9) x (10) 
(11) Average Annual Change in Losses and ALAE 

(See page D-9) 

(12) Average Annual Change in Expenses (See page D-8) 

A a r s  of Trend - Losses and ALAE (e) 

(In, rears of Trend - ULAE ( f )  

(15) Years of Trend - G & OA Expenses (g) 

(16) Projected Losses and ALAE (e) 

(17) Projected ULAE ( f )  

(18) Projected Losses and LAE per exposure [ [ (16) t (17) 1 / (7) 1 
(19) Projected G & OA Expenses (g) 

(20) Projected Fixed Expenses per exposure [ (19) / (7) 1 
(21) Projected Loss, LAE and Expenses Per Exposure [ (18) + (20) 1 
(22) Percentage Dividends ( h )  

(23) Permissible Loss, LAE and G & OA Expense 

Ratio (See page D-20) 

(24) Adjustment Factor for Increase in MVR Fee (i) 

(25) Premium Required per exposure [ ( (21) / ( (23) - (22) ) ) * (24) ) 1 

All Carriers 

30/60 $25,000 Total Limits 

Bodilv Iniurv Pro~ertv Dam. Med. Pav. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

LIABILITY COVERAGES 

STATEWIDE RATE REVIEW 
ACCIDENT YEAR ENDED 12/31/2005 

(a) Based on the statistical plan data reported by member companies. Data 
includes both voluntary and ceded business. 

(b) Loss development factors are based on three-year averages through 63 months of 
development for Bodily Injury, Property Damage and Medical Payments. For Bodily 
Injury, the three year average excluding the 2003 15-27 month link ratio was 
used. See pages D-14, D-15, and D-16. 

(c) The general expenses and other acquisition expenses have been calculated to be 
5.8% and 9.5%, respectively, of the combined Voluntary and Ceded collected 
earned premium, and 5.1% and 8.3%, respectively, of the Voluntary and Ceded 
manual earned premium. These expenses are then allocated between the Voluntary 
and Ceded business based on the Voluntary and Ceded premium distribution. See 
RB-4 and page H-539. 

(d) Claim development factors are to 63 months for Bodily Injury, Property Damage, 
and Medical Payments. See pages D-17, D-18, and D-19. 

(e) Projected losses and allocated loss adjustment expenses = 

(13) 
[(3) x (1 + (11)) 1, where (13) = the number of years of projection from the 
average date of accident to 7/12/2009. 

I f )  Projected unallocated loss adjustment expenses = - (14) 
[ (5) x (1 + (12) ) 1 ,  where (14) = the number of years of projection from 
7/1/2005 to 7/12/2009. 

(9) Projected general and other acquisition expenses = 

(15) 
[ ( 6 )  x (1 + (12)) 1, where (15) = the number of years of projection from 
7/1/2005 to 4/1/2009. 

(h) Selected value. 

(i) Estimated premium effect of increase in MVR fees from $5 to $8, effective 
10/1/2005. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

LIABILITY COVERAGES 

STATEWIDE RATE REVIEW 

ACCIDENT YEAR ENDED 12/31/2004 

All Liability Business 

(1) Reported Incurred Losses and Allocated 

Loss Adjustment Expense (a) 

(2) Loss Development Factor (b) 

( 3 )  Developed Losses and ALAE (1) x (2) 

(4) Unallocated Loss Adjustment 

Expense Factor (See page H-539) 

(5) Unallocated Loss Adjustment Expense (3) x (4) 

(6) General and Other Acquisition Expenses (c) 
(7) Earned Exposures (a) 

(8) Incurred Claims (a) 

(9) Claim Development Factor (d) 

(10) Developed Claims (9) x (10) 

(11) Average Annual Change in Losses and ALAE 

(See page D-9) 

(12) Average Annual Change in Expenses (See page D-8) 

(l'ears of Trend - Losses and ALAE (e) 

(14, fears of Trend - ULAE ( f )  

(15) Years of Trend - G & OA Expenses (g) 

(16) Projected Losses and ALAE (e) 

(17) Projected ULAE ( f )  

(18) Projected Losses and LAE per exposure [ [ (16) + (17) 1 / (7) 1 
(19) Projected G & OA Expenses (g) 

(20) Projected Fixed Expenses per exposure [ (19) / (7) 1 
(21) Projected Loss, LAE and Expenses Per Exposure [ (18) + (20) ] 
(22) Percentage Dividends (h) 

(23) Permissible Loss, LAE and G & OA Expense 

Ratio (See page D-20) 

(24) Adjustment Factor for Increase in MVR Fee (i) 

(25) Premium Required per exposure [ ( (21) / ( (23) - (22) ) ) * (24) ) 1 

All Carriers 

30/60 $25,000 Total Limits 

Bodilv Iniurv Property Dam. Med. Pay. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

LIABILITY COVERAGES 

STATEWIDE RATE REVIEW 
ACCIDENT YEAR ENDED 12/31/2004 

Based on the statistical plan data reported by member companies. Data 
includes both voluntary and ceded business. 

Loss development factors are based on three-year averages through 63 months of 
development for Bodily Injury, Property Damage and Medical Payments. For Bodily 
Injury, the three year average excluding the 2003 15-27 month link ratio was 
used. See pages D-14, D-15, and D-16. 

The general expenses and other acquisition expenses have been calculated to be 
6.4% and 8.9%, respectively, of the combined Voluntary and Ceded collected 
earned premium, and 5.9% and 8.3%, respectively, of the Voluntary and Ceded 
manual earned premium. These expenses are then allocated between the Voluntary 
and Ceded business based on the Voluntary and Ceded premium distribution. See 
RB-4 and page H-539. 

Claim development factors are to 63 months for Bodily Injury, Property Damage, 
and Medical Payments. See pages D-17, D-18, and D-19. 

Projected losses and allocated loss adjustment expenses = 

(13) 
[(3) x (1 + (11)) 1, where (13) = the number of years of projection from the 
average date of accident to 7/12/2009. 

Projected unallocated loss adjustment expenses = 

(14) 
[ ( 5 )  x (1 + (12) ) 1 ,  where (14) = the number of years of projection from 
7/1/2004 to 7/12/2009. 

Projected general and other acquisition expenses = 

(15) 
[(6) x (1 + (12)) 1 ,  where (15) = the number of years of projection from 
7/1/2004 to 4/1/2009. 

Selected value. 

Estimated premium effect of increase in MVR fees from $5 to $8, effective 
10/1/2005. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

STATEWIDE RATE REVIEW 

CALENDAR YEAR ENDED 12/31/2006 

All Phvsical Damaqe Business 

Comprehensive (a) Collision (b) 

(1) Reported Paid Losses Excl. Excess W&W (c) (See RB-8) 

( 2 )  Paid to Incurred Factor (See RB-7) 

(3) Excess Wind and Water Factor (See page D-13) 

(4) Incurred Losses (1) x(2) x(3) 

(5) Loss Adjustment Expense Factor (See page D-23) 

(6) Loss Adjustment Expense (4)x(5) 

(7) Earned Exposures (c) 

(8) Paid claims (c) (d) 

(9) General and Other Acquisition Expenses (e) 

(10) Average Annual Change in Losses 

(See page D-9) 

(11) Average Annual Change in Expenses (See page D-8) 

(12) Years of Trend - Losses ( f )  

(13) Years of Trend - LAE (g) 
(14) Years of Trend - G & OA Expenses (h) 

(1' "ojected Losses (f) 

(1-rojected LAE (g) 

(17 ) Projected Losses and LAE per exposure [ [ (15) t (16) 1 / (7) ] 
(18) Projected G & OA Expenses (h) 

(19) Projected Fixed Expenses per exposure [ (18) / (7) 1 
(20) Projected Loss, LAE and Fixed Expenses per exposure 

[ (17)+(19) 1 
(21) Percentage Dividends (i) 

(22) Permissible Loss, LAE and G & OA Expense Ratio 

(See page D-20) 

(23) Adjustment Factor for Increase in MVR Fee (j) 

(24) Premium Required per exposure [ ( (20) / ( (22) - (21) ) ) x (23) 1 
(25) Model Year Trend Factor (See page H-534) 

(26) Symbol Trend Factor (k) (See pages H-535,536) 

(27) Distributional Adjustment Factor (1) (See pages C-22,23) 

(28) Required Base Class Premium - Model Year 2007 

[ (23) / [  (24)x(25)x(26) 1 1  
(29) Factor for Change in Model Year Base 

(30) Required Base Class Premium - Model Year 2009 

[ (28)x(29) 1 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

STATEWIDE RATE REVIEW 
CALENDAR YEAR ENDED 12/31/2006 

(a) Comprehensive Coverage includes Full Coverage Comprehensive, $50 Deductible, 
$100 Deductible, $250 Deductible, $500 Deductible, and $1000 Deductible 
Comprehensive. 

(b) Collision Coverage includes $50 Deductible, $100 Deductible, $200 Deductible, 
$250 Deductible, $500 Deductible, and $1000 Deductible Collision. 

( c )  Based on the statistical plan data reported by member companies. Data includes 
both standard and consent to rate business. 

(d) Claims by Deductible: 
Comprehensive Collision 
Full Coverage 116,269 $50 Deductible 
$50 Deductible 16,661 $100 Deductible 
$100 Deductible 94,449 $200 Deductible 
$250 Deductible 30,851 $250 Deductible 
$500 Deductible 24,528 $500 Deductible 
$1000 Deductible 1,564 $1000 Deductible 

(el General expenses and other acquisition expenses have been calculated to 
be 6.2% and 8.6%, respectively, of the Standard premium on a collected 
level, and 7.9% and 6.1%, respectively, of the Consent to Rate premium 
on a collected level. See exhibit RB-4 and pages H-540-H-541. 

(12) 
d r o j e c t e d  losses = [ (4) x (1+(10) ) ] ) where (12) = number of 

years of projection from 7/1/2006 to 7/12/2009. 

(13) 
(g) Projected loss adjustment expenses = [(6) x (lt(11)) ] where (13) =number of 

years of projection from 7/1/2006 to 7/12/2009. 

(14 
(h) Projected general and other acquisition expenses = [ (9) x (lt(11)) ] 

where (14) = number of years of projection from 7/1/2006 to 4/1/2009. 

(i) Selected value. 

(j) Estimated premium effect of increase in MVR fees from $5 to $8, effective 
10/1/2005. 

( k )  Symbol trend factor is 1.0% per annum for Comprehensive, and 0.0% per annum for 
Collision projected from 7/1/2006 to the prospective average date of earning, 7/12/2009 

3.03 
Comprehensive: [(1+1.0%) ] = 1.031 

3.03 
Collision: [(1+0.0%) ] = 1 1.000 

(1) Distributional adjustment factor = Average Rate / Base Deductible Base Class Rate. 
See pages C-22, C-23. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

All Phvsical Damase Business 

STATEWIDE RATE REVIEW 

CALENDAR YEAR ENDED 12/31/2005 

Comprehensive (a) Collision (b) 

(1) Reported Paid Losses Excl. Excess W&W (c) (See RB-8) 

(2) Paid to Incurred Factor (See RB-7) 

(3) Excess Wind and Water Factor (See page D-13) 

(4) Incurred Losses (1) x(2)x(3) 

(5) Loss Adjustment Expense Factor (See page D-24) 

(6) Loss Adjustment Expense (4) x (5) 

(7) Earned Exposures (c) 

(8) Paid Claims (c) (d) 

(9) General and Other Acquisition Expenses (e) 

(10) Average Annual Change in Losses 

(See page D-9) 

(11) Average Annual Change in Expenses (See page D-8) 

(12) Years of Trend - Losses (f) 
(13) Years of Trend - LAE (g) 

( 1  "ears of Trend - G & OA Expenses (h) - 
(1- ,rejected Losses (f) 

(16) Projected LAE (g) 

(17) Projected Losses and LAE per exposure [[(15!+!16!]/!7!] 

(18) Projected G & OA Expenses (h) 

(19) Projected Fixed Expenses per exposure [ (18) / (7) ] 
(20) Projected Loss, LAE and Fixed Expenses per exposure 

[ (17)+(19) 1 
(21) Percentage Dividends (i) 

(22) Permissible Loss, LAE and G & OA Expense Ratio 

(See page D-21) 

(23) Adjustment Factor for Increase in MVR Fee (j ) 

(24) Premium Required per exposure [ ((20)/( (22)-(21) ))x(23)] 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

STATEWIDE RATE REVIEW 
CALENDAR YEAR ENDED 12/31/2005 

(a) Comprehensive Coverage includes Full Coverage Comprehensive, $50 Deductible, 
$100 Deductible, $250 Deductible, $500 Deductible, and $1000 Deductible 
Comprehensive. 

(b) Collision Coverage includes $50 Deductible, $100 Deductible, $200 Deductible, 
$250 Deductible, $500 Deductible, and $1000 Deductible Collision. 

(c) Based on the statistical plan data reported by member companies. Data includes 
both standard and consent to rate business. 

(dl Claims by Deductible: 
Comprehensive Collision 
Full Coverage 115,800 $50 Deductible 
$50 Deductible 17,166 $100 Deductible 
$100 Deductible 92,059 $200 Deductible 
$250 Deductible 28,795 $250 Deductible 
$500 Deductible 20,915 $500 Deductible 
$1000 Deductible 1,250 $1000 Deductible 

(e) General expenses and other acquisition expenses have been calculated to 
be 5.0% and 8.2%, respectively, of the Standard premium on a collected 
level, and 5.1% and 5.5%, respectively, of the Consent to Rate premium 
on a collected level. See exhibit RB-4 and pages H-540-H-541. 

(12) 
e r o j e c t e d  losses = [ (4) x (I+ (10) ) I ) where (12) = number of 

years of projection from 7/1/2005 to 7/12/2009. 

(133 
(g) Projected loss adjustment expenses = [ ( 6 )  x (lt(11)) ] where (13) = number of 

years of projection from 7/1/2005 to 7/12/2009 

(14) 
(h) Projected general and other acquisition expenses = [ (9) x (It (11) ) ] 

where (14) = number of years of projection from 7/1/2005 to 4/1/2009. 

(i) Selected value. 

(j) Estimated premium effect of increase in MVR fees from $5 to $8, effective 
10/1/2005. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

STATEWIDE RATE REVIEW 

CALENDAR YEAR ENDED 12/31/2004 

All Physical Damase Business 

Com~rehensive (a) Collision (b) 

(1) Reported Paid Losses Excl. Excess W&W (c) (See RB-8) 

(2) Paid to Incurred Factor (See RB-7) 

(3) Excess Wind and Water Factor (See page D-13) 

(4) Incurred Losses (1)x (2) x (3) 

(5) Loss Adjustment Expense Factor (See page D-25) 

(6) Loss Adjustment Expense (4) x (5) 

(7) Earned Exposures (c) 

(8) Paid Claims (c) (d) 

(9) General and Other Acquisition Expenses (e) 

(10) Average Annual Change in Losses 

(See page D-9) 

(11) Average Annual Change in Expenses (See page D-8) 

(12) Years of Trend - Losses (f) 

(13) Years of Trend - LAE ( g )  

' Vears of Trend - G & OA Expenses (h) (I- 
( lrojected Losses (f) 

(16) Projected LAE (g) 

(17) Projected Losses and LAE per exposure [[(15)t(16)]/(7)] 

(18) Projected G & OA Expenses (h) 

(19) Projected Fixed Expenses per exposure [ (18) / (7) 1 
(20) Projected Loss, LAE and Fixed Expenses per exposure 

[ (17)+(19) 1 
(21) Percentage Dividends (i) 

(22) Permissible Loss, LAE and G & OA Expense Ratio 

(See page D-22) 

(23) Adjustment Factor for Increase in MVR Fee ( j )  

(24) Premium Required per exposure [ ( (20) / ( (22) - (21) ) )x (23) 1 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PHYSICAL DAMAGE COVERAGES 

STATEWIDE RATE REVIEW 
CALENDAR YEAR ENDED 12/31/2004 

(a) Comprehensive Coverage includes Full Coverage Comprehensive, $50 Deductible, 
$100 Deductible, $250 Deductible, $500 Deductible, and $1000 Deductible 
Comprehensive. 

(b) Collision Coverage includes $50 Deductible, $100 Deductible, $200 Deductible, 
$250 Deductible, $500 Deductible, and $1000 Deductible Collision. 

(c) Based on the statistical plan data reported by member companies. Data includes 
both standard and consent to rate business. 

( d l  Claims by Deductible: 
Comprehensive Collision 
Full Coverage 127,309 $50 Deductible 
$50 Deductible 19,276 $100 Deductible 
$100 Deductible 99,594 $200 Deductible 
$250 Deductible 30,402 $250 Deductible 
$500 Deductible 19,154 $500 Deductible 
$1000 Deductible 1,020 $1000 Deductible 

(e) General expenses and other acquisition expenses have been calculated to 
be 5.1% and 8.6%, respectively, of the Standard premium on a collected 
level, and 5.2% and 4.9%, respectively, of the Consent to Rate premium 
on a collected level. See exhibit RB-4 and pages H-540-H-541. 

(12) 
( M r o j e c t e d  losses = [ (4) x (I+ (10) ) ] ) where (12) = number of 

years of projection from 7/1/2004 to 7/12/2009. 

(13) 
(g) Projected loss adjustment expenses = [(6) x (1+(11) ) ] where (13) = number of 

years of projection from 7/1/2004 to 7/12/2009. 

(14 
(h) Projected general and other acquisition expenses = [(9) x (lt(11)) ] 

where (14) = number of years of projection from 7/1/2004 to 4/1/2009. 

(i) Selected value. 

(j) Estimated premium effect of increase in MVR fees from $5 to $8, effective 
10/1/2005. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

BODILY INJURY LIABILITY 
CALCULATION OF REVISED BASE RATES BY TERRITORY 

(1) 
EARNED 

CAR YEARS 
YR. ENDED 

12 /31 /2006  

( 2 )  ( 3 )  ( 4 )  ( 5  ( 6 )  
30/60 BASE FORM. 

LOSS COST DISTRIB. CLASS BASE 
3  YRS ENDED ADJUST. LOSS COST CLASS 
12 /31 /2006  FACTOR ( 2 ) / ( 3 )  CRED LOSSCOST 

( 8 )  ( 9 )  
30 /60  
BASE 

CLASS RATE 
PRES . IND . 

INDEX 
( 6 )  TO 
S TATE 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PROPERTY DAMAGE LIABILITY 
CALCULATION OF REVISED BASE RATES BY TERRITORY 

( 1 )  
EARNED 

CAR YEARS 
YR. ENDED 

1 2 / 3 1 / 2 0 0 6  

( 2  ( 3  ( 4 )  ( 5 )  ( 6 )  
$25,000 BASE FORM. 

LOSS COST DISTRIB. CLASS BASE 
3  YRS ENDED ADJUST. LOSS COST CLASS 
1 2 / 3 1 / 2 0 0 6  FACTOR ( 2 ) / ( 3 )  CRED LOSSCOST 

( 8 )  ( 9  
$25,000 
BASE 

CLASS RATE 
PRES . IND . 

INDEX 
( 6 )  TO 
STATE 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

FULL COVERAGE COMPREHENSIVE 
CALCULATION OF REVISED BASE RATES BY TERRITORY 

(1) 
EARNED 

CAR YEARS 
YR. ENDED 

1 2 / 3 1 / 2 0 0 6  

( 2 )  ( 3 )  ( 4 )  ( 5 )  ( 6 )  
BASE FORM. 

LOSS COST DISTRIB. CLASS BASE 
3  YRS ENDED ADJUST. LOSS COST CLASS 
12 /31 /2006  FACTOR ( 2 ) / ( 3 )  CRED LOSSCOST 

( 8 )  ( 9 )  
2009 SYMBOL 2  

BASE 
CLASS RATE 

PRES . IND. 

INDEX 
( 6 )  TO 
STATE 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

$100 DEDUCTIBLE COLLISION 
CALCULATION OF REVISED BASE RATES BY TERRITORY 

(2 (3) (4 (5 (6) 
BASE FORM. 

LOSS COST DISTRIB. CLASS BASE 
3 YRS ENDED ADJUST. LOSS COST CLASS 
12/31/2006 FACTOR (2)/(3) CRED LOSS COST 

(1) 
EARNED 

CAR YEARS 
YR. ENDED 
12/31/2006 

(8) (9 
2009 SYMBOL 2 

BASE 
CLASS RATE 

PRES . IND . 

INDEX 
(6) TO 
STATE 



NORTH CAROLINA PRIVATE PASSENGER AUTOMOBILE INSUWWCE 

NOTES TO CALCULATION OF REVISED BASE RATES BY TERRITORY 

L i a b i l i t y  d a t a  shown i n  column (1) and column ( 2 )  is v o l u n t a r y  and ceded combined. Comprehensive 

d a t a  a r e  f o r  F u l l  Coverage, $50, $100, $250, $500 and $1,000 d e d u c t i b l e s .  C o l l i s i o n  d a t a  a r e  f o r  

$50, $100,  $200, $250, $500 and $1,000 d e d u c t i b l e s .  P h y s i c a l  Damage d a t a  is f o r  s t a n d a r d  and 

r ? n t  t o  r a t e  b u s i n e s s  combined. 

column 

(1) Earned exposures  f o r  t h e  y e a r  ended 12/31/2006.  

( 2 )  Pu re  premium ( l o s s e s  d i v i d e d  by exposures )  f o r  t h e  t h r e e  y e a r s  ended 12/31/2006.  L i a b i l i t y  d a t a  

a r e  developed t o  u l t i m a t e .  Comprehensive d a t a  a r e  a d j u s t e d  f o r  t e r r i t o r i e s  1 4  and 43 t o  remove 

e x c e s s  wind l o s s e s .  

( 3 )  D i s t r i b u t i o n a l  ad jus tmen t  f a c t o r  = P r e s e n t  ave rage  r a t e  f o r  y e a r  ended 12/31/2006 d i v i d e d  by t h e  

c u r r e n t  b a s e  c l a s s  b a s e  r a t e .  For l i a b i l i t y ,  t h e  ave rage  r a t e  i s  f o r  v o l u n t a r y  and ceded d a t a  

combined. For p h y s i c a l  damage, t h e  ave rage  r a t e  is f o r  a l l  d e d u c t i b l e s  combined, t o r  s t a n d a r d  

and non-s tandard  b u s i n e s s .  See  pages  C-19-23. 

( 4 )  Base C l a s s  Loss Cost  = Col .  ( 2 )  / Col .  ( 3 )  

( 5 )  C r e d i b i l i t y  i s  de te rmined  by each t e r r i t o r y ' s  t h r e e  y e a r  number of c l a i m s  u s i n g  t h e  c r e d i b i l i t y  

t a b l e s  shown on page  D-27. 

( 6 )  Formula b a s e  c l a s s  l o s s  c o s t  = [Col .  ( 4 )  x  Col .  ( 5 ) ]  + [S ta t ewide  Col. (4 )x (1 -Co l .  ( 5 )  ] x  HAF] 

where HAF i s  t h e  h i s t o r i c a l  ad jus tmen t  f a c t o r  and is e q u a l  t o  t h e  r a t i o  of t h e  c u r r e n t  

b a s e  c l a s s  b a s e  r a t e  t o  t h e  s t a t e w i d e  ave rage  b a s e  c l a s s  b a s e  r a t e .  See pages  C-19-23. 

( 7 )  Index  t o  s t a t e  = C o 1 . ( 6 )  / S t a t e w i d e  Co1 . (6 )  

( 8 )  P r e s e n t  base  r a t e s  c u r r e n t l y  i n  e f f e c t  a s  of  t h e  d a t e  of t h i s  f i l i n g .  

( 9 )  The r e v i s e d  b a s e  r a t e  is c a l c u l a t e d  by t h e - f o l l o w i n g  fo rmula :  

[[RBCP x  VR x  Col .  ( 7 ) ]  + FE ] x  o f f s e t  - 
dBCP = Required  b a s e  c l a s s  premium, a s  shown on pages C-1, C-7. 

VR = v a r i a b l e  r a t i o  FE = f l a t t e n e d  expense  amount 

The v a r i a b l e  r a t i o  and f l a t t e n e d  expense  amount account  f o r  t h e  f l a t t e n i n g  o f  100% 

of  g e n e r a l  and o t h e r  a c q u i s i t i o n  expenses  b y  t e r r i t o r y  and a r e  c a l c u l a t e d  below: 

(1) P r o j e c t e d  g e n e r a l  and o t h e r  B I  PD Comp C o l l  

a c q u i s i t i o n  expenses  p e r  

exposure  ( f rom page C-1, l i n e  

(20 )  and page  C-7, l i n e  ( 1 9 ) )  

( 2 )  Required  ave rage  premium p e r  

exposure  ( f rom page C-1, l i n e  170 .23  166.62 113.41 283.65 

( 2 5 )  and page  C-7, l i n e  ( 2 4 )  ) 

( 3 )  Fixed r a t i o  = (1) / ( 2 )  0 .150 0.148 0 .163 0.150 

( 4 )  V a r i a b l e  r a t i o  1  - ( 3 )  0 .850 0.852 0.837 0.850 

( 5 )  Required  Base C l a s s  Premium 

( f rom page C-1, l i n e  ( 2 7 )  and 

page  C-7, l i n e  (30 )  ) 192.13 187.64 57.90 244.13 

( 6 )  F l a t t e n e d  expenses  ( 2 )  x  ( 3 )  28.82 27.77 9.44 36.62 

O f f s e t s  a r e  a s  f o l l o w s :  

1) O f f s e t s  f o r  t h e  change i n  model y e a r  b a s e  from 2007 t o  2009 a r e  1 .013  f o r  Comprehensive 

and 1 .029 f o r  C o l l i s i o n .  

l h i s  o f f s e t  is r e q u i r e d  s o  t h a t  t h i s  change w i l l  have no r a t e  l e v e l  e f f e c t .  



(1) Ave MP ILF 
(2) % of BI: 
(3) Revised Base Class  Rate: 
(4) Target Base c l a s s  r a t e :  

(5) (6) 
MP 

Ter r  EXP 
11 73,195 
13 94,775 
14 105,980 
15 35,698 
16 303,241 
17 100,758 
18 109,622 
24 1,581,439 
25 94,752 
2 6 364,724 
3 1 243,321 
3 2 502,510 

'? 33 666,906 
w 
m 4 0 111,528 

4 1 66,893 
4 3 60,019 
4 7 68,724 
5 1 53,464 
52 307,656 

4,945,205 

(7) 
Pres .  

MP Rate 
16 
2 4 
22 
2 4 
21 
25 
19 
18 
2 2 
2 9 
23 
18 
23 
2 8 
23 
22 
22 
18 
2 4 

(8 
Rev BI 

Rate 
142 
209 
198 
217 
192 
224 
181 
163 
223 
257 
202 
167 
203 
2 63 
204 
196 
209 
161 
226 

NORTH CAROLINA 
PRIVATE PASSENGEF "JTOMOBILE INSURANCE 

MEDIC I AYMENTS 
.. , 

CALCULATION OF REVISED BASE RATES BY TERRITORY 

(9) (10) 
BI CP Rev MP 
Of f se t  Rate 

1.000 17 
1.000 25 
1.000 24 
1.000 26 
1.000 23 
1.000 27 
1.000 22 
1.000 20 
1.000 27 
1.000 31 
1.000 24 
1.000 20 
1.000 24 
1.000 32 
1.000 24 
1.000 24 
1.000 25 
1.000 19 
1.000 27 

(11) 
Rev. Base 

Class  Premium 
1,244,315 
2,369,375 
2,543,520 
928,148 

6,974,543 
2,720,466 
2,411,684 
31,628,780 
2,558,304 
11,306,444 
5,839,704 
10,050,200 
16,005,744 
3,568,896 
1,605,432 
1,440,456 
1,718,100 
1,015,816 
8,306,712 

114,236,639 

(12) 
Rev. T / L  
MP Rate 

36.92 
54.30 
52.13 
56.47 
49.96 
58.64 
47.78 
43.44 
58.64 
67.33 
52.13 
43.44 
52.13 
69.50 
52.13 
52.13 
54.30 
41.27 
58.64 

(13) 
Pres.  T / L  
MP Rate 
34.75 
52.13 
47.78 
52.13 
45.61 
54.30 
41.27 
39.10 
47.78 
62.99 
49.96 
39.10 
49.96 
60.82 
49.96 
47.78 
47.78 
39.10 
52.13 

(14) 
Terr  

% Change 
6.2% 
4.2% 
9.1% 
8.3% 
9.5% 
8.0% 
15.8% 
11.1% 
22.7% 
6.9% 
4.3% 
11.1% 
4.3% 
14.3% 
4.3% 
9.1% 
13.6% 
5.5% 
12.5% 
9.3% 

(1) Average Medical Payments Increased L i m i t s  Factor .  See page G-9. 
(2) % Medical Payments r a t e s  of Bodily I n j u r y  r a t e s .  Used t o  i t e r a t i v e l y  determine s t a t ewide  

base c l a s s  r a t e .  
(3) Revised base c l a s s  Medical Payments r a t e .  Sum of column (11) / Sum of column (6). 
(4) Target base c l a s s  r a t e .  Derived on page C-1. 
(5) T e r r i t o r y .  
(6) Medical Payments exposures by t e r r i t o r y .  
(7) Present  $500 Medical Payments r a t e .  
(8) Revised 30/60 Bodily I n j u r y  r a t e  a s  determined on page C-13. 
(9) B I  Class  Plan O f f s e t .  
(10) Revised $500 Medical Payments r a t e .  (8) x (2) . 
(11) Revised base c l a s s  Medical Payments Premium. ( 6 )  x (10) / (9) . 
(12) Revised t o t a l  l i m i t s  Medical Payments r a t e .  (10) x (1). 
(13) Present  t o t a l  l i m i t s  Medical Payments r a t e .  (7) x (1) . 
(14) T e r r i t o r y  percent  change (12) / (13) / (9). 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

BODILY INJURY LIABILITY 

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS 
AND HISTORICAL ADJUSTMENT FACTORS 

(1) (2) (3) (4) (5 
EARNED 30/60 30/60 (2) / (3) (3) /sw(3) 

CAR YEARS PRES . BASE DISTRIB. HISTORICAL 
YR. ENDED AVG . CLASS ADJUST. ADJUST. 
12/31/2006 PREM RATE FACTOR FACTOR 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

PROPERTY DAMAGE LIABILITY 

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS 
AND HISTORICAL ADJUSTMENT FACTORS 

(1 (2) (3) (4) (5) 
EARNED $25000 $25000 (2) / (3) (3)/sw(3) 

CAR YEARS PRES . BASE DISTRIB. HISTORICAL 
YR. ENDED AVG . CLASS ADJUST. ADJUST. 
12/31/2006 PREM RATE FACTOR FACTOR 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

MEDICAL PAYMENTS 

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS 

( 1 )  ( 2 )  ( 3 )  ( 4 )  
EARNED $500 $500 ( 2 ) / ( 3 )  

CAR YEARS PRES . BASE DISTRIB 
YR. ENDED AVG . CLASS ADJUST. 

12 /31 /2006  PREM RATE FACTOR 

Avg. ILF 

Total 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

FULL COVERAGE COMPREHENSIVE 

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS 
AND HISTORICAL ADJUSTMENT FACTORS 

(1) (2) (3) ( 4 )  (5) 
EARNED 2007 (2) / (3) (3)/sw(3) 

CAR YEARS PRES . BASE DISTRIB. HISTORICAL 
YR. ENDED AVG . CLASS ADJUST. ADJUST. 
12/31/2006 PREM RATE FACTOR FACTOR 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

$100 DEDUCTIBLE COLLISION 

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS 
AND HISTORICAL ADJUSTMENT FACTORS 

(1) (2 (3 (4) (5 
EARNED 2007 (2) / (3) (3)/sw(3) 

CAR YEARS PRES . BASE DISTRIB. HISTORICAL 
YR. ENDED AVG . CLASS ADJUST. ADJUST. 
12/31/2006 PREM RATE FACTOR FACTOR 



SECTION D 

EXPLANATORY MATERIAL 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

Explanatory Memorandum 

This memorandum supplements the filing letter and supporting exhibits setting 
forth a revision of private passenger automobile insurance rates in the State 
of North Carolina. It is the purpose of this memorandum to describe the 
source data used and to set forth in detail the insurance ratemaking 
procedures reflected in the filing. Certain pages in the filing and 
accompanying material contain a notation "all carriers" or other similar 
wording. This indicates that the data are combined ISO, ISS and NISS data. 
Data for certain companies are not included, as noted on page H-7. 

Premium, Loss, and Expense Experience 

This revision is based upon the combined premium, loss, and expense 
experience, as applicable, of all licensed companies writing private passenger 
automobile insurance in this State, except as noted in Section H. In order to 
have this experience available in all detail necessary for rate review and 
ratemaking in accordance with accepted standards, all such companies are 
required to file each year their total private passenger automobile insurance 
experience with the official statistical agents recorded pursuant to the 
officially approved statistical plans and reported by the companies in 
accordance with instructions issued by the statistical agents under the 
Official Calls for Experience. 

The Commissioner appointed the following statistical agents to act on his 
behalf for the collection of private passenger automobile insurance experience 
in North Carolina; Insurance Services Office (ISO), Independent Statistical 
Service (ISS), and National Independent Statistical Service (NISS) . 

Experience utilized in the filing was collected under the Automobile 
Statistical Plan and the 2006 Official Statistical Programs of ISO, the - Automobile Statistical Plan - All Coverages and the 2006 Statistical Programs 
of ISS, and the Automobile Statistical Plan - All Coverages - Part IV, North 
Carolina and the 2006 Statistical Programs of NISS. In substance, the 
statistical plans of all statistical agents are alike in North Carolina, and 
provide for the recording and reporting of the experience in the detail 
required for ratemaking and in such form that the experience of all companies 
can be combined. 

The filing of experience is accompanied by an affidavit executed by an officer 
of the statistical agent responsible for and acquainted with the statistical 
procedures employed for the production of this end product. Further, the 
licensing of an organization and its appointment as a statistical agent in the 
various states is predicated upon demonstration by the organization of its 
ability to perform this function. Moreover, the performance of the 
statistical agents is reviewed periodically through examination by personnel 
of state insurance departments under the convention examinations of the 
National Association of Insurance Commissioners. From time to time such 
organizations are called upon by Insurance Department examiners to verify, and 
do verify the data consolidated by them as statistical agents. 



The insurance companies likewise are subject to a variety of checks and 
controls. Effective controls are maintained within the company over the 
activities of company employees connected with the company's statistics. 
Companies are required by statute to submit directly to the Insurance 
Department statistical and accounting information to be found in the Annual 
Statement and the Insurance Expense Exhibit. These documents are scrutinized 

, by experienced Insurance Department personnel throughout the country. The 
insurance companies are also subject to examination by the Insurance 
Department, which examinations extend into the statistical records of the 
companies. 

Statewide Rate Exhibits 

1. Experience 

A. Private Passenger Automobile Liability 

Private passenger automobile liability experience for voluntary and 
ceded business was compiled on a calendar/accident year basis for 
the years ended December 31, 2006, 2005 and 2004. For any twelve- 
month period, the accident year experience brings together the 
losses resulting from accidents occurring during that period with 
the premiums and number of cars "earned" during the same period. 

B. Private Passenger Automobile Physical Damage 

Private passenger automobile experience for physical damage 
coverages for both standard and consent to rate (also referred to 
as non-standard) business was compiled on a calendar year basis for 
the years ended December 31, 2006, 2005 and 2004, and includes 
experience for all losses paid in the respective twelve-month 
periods. 

Based on credibility considerations, the overall indicated rates for 
Bodily Injury, Property Damage, Medical Payments, Comprehensive, and 
Collision are based on the loss and expense experience of the year 
ended December 31, 2006. However, the experience of the earlier two 
years was also considered and evaluated. Indicated rates for all 
three years were reviewed to make sure that there were no anomalies 
or abnormalities associated with the latest year. Because of the 
smaller volume of experience for Uninsured Motorists and 
Underinsured Motorists coverage, three years of experience were 
utilized in the determination of the overall indicated rates, with 
each year of experience given weight proportional to its earned car 
years. 

C. Motorcycles 

For liability, the motorcycle data are obtained from a Special Call 
for Expense Experience issued by the Rate Bureau. The liability 
data are compiled on a combined voluntary and ceded basis. The 
motorcycle data are for the years ended December 31, 2006, 2005 and 
2004. Because of the small volume of motorcycle experience, each 
year of the experience period is given weight proportional to its 
earned premium in the calculation of an indicated change. 



A. Private Passenger Automobile Liability 

Losses compiled for any accident year include paid losses as well as 
loss reserves. The amounts that will ultimately be required as 
payments of claims on open cases are carefully determined by the 
claim departments of the companies, and experience has shown that 
these determinations are highly accurate in the aggregate. Since, 
however, there are differences between the total incurred losses so 
determined and the amounts ultimately paid, the ratemaking procedure 
provides for a "development" of the incurred losses to a basis 
which, for all practical purposes, can be considered as the ultimate 
basis. This development is accomplished as follows: Each year the 
experience is compiled for the latest three years, all valued as of 
three months after the close of the latest accident year period. 
Thus, the experience is reported for the latest year as of 15 
months, the preceding year as of 27 months and the next preceding 
year as of 39 months, all measured from the beginning of each 
accident year respectively. From reports of prior years, similarly 
aged experience was obtained so that there are available 3 
successive reports for each year except the current and the 
preceding year. For the latter, 2 successive reports are available. 

Further aged data are obtained on each year's incurred losses in the 
aggregate as of 51 months and as of 63 months. As of 63 months, 
nearly all incurred losses are paid. From a comparison of the 
incurred losses for each year at its successive valuation dates, it 
is determined what the rate of development has been in the past. An 
average of these developments gives an indication of the future 
development of the incurred losses for those years which have not 
yet sufficiently matured. This development is reflected in the 
incurred losses for the less matured years by the application of 
loss development factors. These loss development factors are shown 
on pages C-1, C-3, and C-5. 

The derivation of the factors shown above is presented on pages D- 
14, D-15 and D-16. By applying these factors, the reported incurred 
losses have been changed to the amounts at which it is believed they 
will ultimately be settled. 

B. Private Passenger Automobile Physical Damage 

Physical Damage losses are reported on a paid basis. These losses 
are then adjusted to an incurred basis based on Page 15 annual 
statement data. These adjustment factors are shown on pages C-7, C- 
9, and C-11. In order to insure stability in Comprehensive rate 
levels while maintaining adequacy in the event of large, unexpected 
wind and water losses, an excess wind and water procedure is 
utilized. This procedure excludes all excess wind and water losses 
from the experience period and employs a long term factor to account 
for these losses. Hence, violent shifts in rate level (both upward 
and downward), which might result from reflecting large, unexpected 
wind and water losses only in the year in which they occur, will be 
avoided. The first step in this procedure is to subtract the excess 
wind and water losses, if applicable, from the total losses for the 
experience period. Then, an average excess wind and water factor is 
applied to the losses. The derivation of the factor is shown on page 
D-13. 



3. Loss Adjustment Expense 

A. Private Passenger Automobile Liability 

The liability unallocated loss adjustment expenses are determined 
as a percentage of the North Carolina incurred losses and allocated 
loss adjustment expenses based on a North Carolina expense call. 
The expense call data and the percentages derived from them are 
shown on page H-539. 

B. Private passenger Automobile Physical Damage 

The physical damage loss adjustment expenses are determined as a 
percentage of the North Carolina incurred losses based on a North 
Carolina expense call. The expense call data and the percentages 
determined from them are shown on pages H-540 and H-541. 

4. General Expenses and Other Acquisition Expenses 

The general expenses and other acquisition expenses are determined as a 
percentage of North Carolina earned premiums based on a North Carolina 
expense call. The expense call data and the percentages determined from 
them are shown on pages H-539-H-541. 

5. Prospective Annual Change in Losses 

A. Private Passenger Automobile Liability 

The prospective annual changes in liability losses are determined 
by coverage for the Bodily Injury, Property Damage and Medical 
Payments coverages. The average annual changes in losses are based 
upon the available North Carolina average claim cost and claim 
frequency data, both from collected statistical plan experience and 
ISO-PCI(1SS) Fast Track data. The claim cost data are used as a 
measure of the inflationary trend in the cost of claims. The claim 
frequency data are used as a measure of the expected trend in claim 
occurrence. Exponential and linear curves of best fit are 
developed from the claim cost and claim frequency data. The 
prospective average annual changes in losses used in the 
determination of the needed rate level change are also based upon 
consideration of changes in the number of miles driven, the 
changing cost of gasoline, and the impact of recent legislation. 
The expected average annual changes in losses have been selected 
based upon analysis and review of these data. 



B. Private Passenger Automobile Physical Damage 

The prospective annual changes in physical damage losses are 
determined by coverage for Comprehensive and Collision. The 
average annual change in Comprehensive losses is based on trend 
experience excluding wind and water and "all other" losses. The 
average annual change in Collision losses is based on available 
North Carolina Collision data, both from collected statistical 
plan experience and ISO-PCI(1SS) Fast Track data. The claim cost 
data are used as a measure of the inflationary trend in the cost 
of claims. The claim frequency data are used as a measure of the 
expected trend in claim occurrence. Exponential and linear curves 
of best fit are developed from the claim cost and claim frequency 
data. The prospective annual change in Collision losses is also 
based upon consideration of changes in the number of miles driven, 
the changing cost of gasoline, and the impact of recent 
legislation. The expected average annual changes in losses have 
been selected based upon analysis and review of these data. 

C. Annual Changes in Loss for Earlier Years 

Since the average annual change in losses determined for each 
coverage is the appropriate rate of change to apply to losses to 
project them from average date of accident in the most recent year 
to the average date of accident for the prospective period, it is 
necessary to recognize known changes from earlier years to the 
most recent year. These changes are reflected by means of a 
current cost factor which reflects the changes in pure premiums 
for the years ended 1 2 / 3 1 / 2 0 0 4  and 1 2 / 3 1 / 2 0 0 5  to the year ended 
1 2 / 3 1 / 2 0 0 6  pure premiums. For the purposes of display and 
calculation of the indicated change by coverage, these actual 
changes are compounded with the prospective annual change in 
losses by means of equivalent annual percentage changes. These 
calculations are shown on pages D-9 and D-10. 

Prospective Annual Change in Expenses 

The average annual change in expenses is based on the All Items Consumer 
Price Index and the Compensation Cost Index - Insurance Carriers, Agent 
Brokers, and Service, as shown on pages D - 1 1  and D-12. The expected 
average annual change in expenses is then selected based on analysis and 
review of these data. 



7. Trend Period 

The number of years of projection for losses and loss adjustment 
expenses is the number of years from the average date of accident in the 
experience period to the average date of coverage under the filed rates. 
The average date of accident for accident year ended December 31, 2006 
is July 1, 2006. 

The changes proposed in this filing are applicable to all new and 
renewal policies written on or after October 1, 2008. The losses and 
loss adjustment expenses are projected to July 12, 2009. For 6 month 
policies, the average date of loss is 9 months after the effective date, 
since losses will occur under these policies throughout the 18 month 
period commencing with the anticipated effective date. Similarly, for 
12 month policies, the average date of loss is 12 months after the 
anticipated effective date, since losses will occur under these policies 
throughout the 24 month period commencing with the assumed effective 
date for annual policies. The average dates of loss during these 
periods anticipated are weighted based on the distribution of 6 and 12 
month policies. 

The most recent distribution of policies by term is: 

6 month policies 87% 
12 month policies 13 % 

Other acquisition expenses and general expenses are projected six months 
beyond the anticipated effective date (April 1, 2009) to reflect expense 
incurred in writing policies throughout the 12 month period commencing 
with the anticipated effective date. 

8. Expected Loss and Loss Adjustment Ratios 

These quantities represent the portion of the present premium income 
available for losses, loss adjustment expenses, general expenses and 
other acquisition expenses. They are determined from special calls for 
North Carolina expense experience and reflect the 2006, 2005 and 2004 
results as reported by all companies licensed in North Carolina during 
those years. The breakdowns of the expected loss and loss adjustment 
ratios are set forth on Pages D-20 to D-25, E-8 and F-4. 

9. Premium Trend 

Private Passenger Automobile Physical Damage 

The required average premiums per exposure for the physical damage 
coverages are adjusted to reflect the distribution of exposures by 
model year and the corresponding model year rating relativities in 
effect during the prospective rating period. 

The physical damage required average premiums per exposure are also 
adjusted for "symbol drift" which accounts for the anticipated 
increase in premium revenue due to the increasing prices of new 
cars. A symbol trend factor is derived using the average symbol 
factors for recent years, as shown in Section H. The average annual 
change in the average symbol is then projected from the average date 
of writing for policies that are earned in the latest year of 
experience to the anticipated average date of earning under the 
proposed rates. 



Territorv Rate Exhibits 

1. Base Class Loss Cost 

For each coverage, a base class loss cost by territory is derived by 
dividing the latest three year average pure premium by the latest year 
distributional adjustment factor. The distributional adjustment factor 
is determined for each territory by dividing the latest year average 
rate by the base class rate (see pages C-19-C-23). The average rates 
reflect the most recent distribution of risks by class in each 
territory. The pure premium or loss cost (losses / exposures) is based 
on three years of experience for purposes of stability. 

Credibility 

The base class loss cost for each territory is assigned a credibility 
value on the basis of the number of claims underlying the three year 
pure premium. The complement of the credibility assigned to the 
territory base class loss cost is assigned to the statewide base class 
loss cost. The credibility table utilized is shown on page D-27. 

3. Formula Base Class Loss Cost 

The formula base class loss cost by territory is calculated by 
multiplying the territory base class loss cost by its credibility value 
and adding this amount to the statewide base class loss cost multiplied 
by the compliment of the territory credibility and the historical 
adjustment factor. The historical adjustment factor is calculated as 
the ratio of the current territory base class rate to the current 
statewide average base class rate. See pages C-19-C-23. 

4. Index to State 

Territory indices to state are calculated by dividing each territory's 
credibility-weighted formula base class loss cost with the statewide 
formula base class loss cost. 

5. Filed Base Rate 

Filed base rates by territory were developed so as to achieve the 
statewide required base class premium. In addition, the rate change has 
been distributed in such a way that 100% of the general and other 
acquisition expenses have been flattened by territory. Offsets are 
applied to the Physical Damage coverages to reflect the change in base 
model year from 2007 to 2009. The calculation of the flattened general 
and other acquisition expenses and the application of the offsets are 
described on page C-17. 



Loss Trends 

Bodily Injury (B/L) 

Bodily Injury (T/L) 

Property Damage 

Medical Payments 

Uninsured Motorists 

Underinsured Motorists 

Comprehensive 

Collision 

- 

NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

SUMMARY OF SELECTED TREND FACTORS 

Expense Trend 

Svmbol Trend 

Comprehensive 

Collision 

Cost 

5 . 0 %  

6 . 0 %  

3 . 0 %  

2 . 0 %  

Frequency 

- 4 . 0 %  

Total 

0 . 8 %  



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

Development of Annualized Trend 
for 2004 and 2005 

(1) (2) (3) (4) (5) (6) 
Claim Claim Current 2006 

Calendar Cost Frequency Cost Trend Annualized 
Year Change Change Factor Factor Trend 

(a) (b) (c) (d) 

Bodily 2004 
Injury 2 0 0 5 

2006 

Property 2 0 0 4 
Damage 2005 

2 0 0 6 

Medical 2004 
Payments 2005 

2006 

Comprehensive 2004 
2005 
2006 

Collision 2 0 0 4 1.047 0.942 0.986 1.030 1.015 - 2005 1.040 0.989 1.029 1.030 1.030 
2006 1.000 1.000 1.000 1.030 1.030 

(a) 2004 Claim Cost Change = (2006 Claim Cost) / (2004 Claim Cost). 
2005 Claim Cost Change = (2006 Claim Cost) / (2005 Claim Cost). 

(b) 2004 Claim Frequency Change = (2006 Claim Frequency) 
/ (2004 Claim Frequency). 2005 Claim Frequency Change = 

(2006 Claim Frequency) / (2005 Claim Frequency). 

(c) Current Cost Factor = Column (2) * Column (3) 

(d) Annualized Trend for 2004 and 2005 
m (l/n) 

=[(COL(5) x (COL(4))I 

where m is the number of years of projection of the 2006 
trend factor from 7/1/2006 to 7/12/2009, 3.03, Col (4) 
represents the Current Cost Factor to 7/1/2006, and n 
represents the number of years of projection for a given 
prior year, 4.03 for 2005 and 5.03 for 2004. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

Coverage 

Bodi 1 y 
Injury 

Property 
Damage 

Medical 
Payments 

Comprehensive 

Collision 

Year 
Ended 

Development of Annualized Trend 
for 2004 and 2005 

(2 
Paid 
Claim 

Cost (a) 
Claim 

Frequency (b) 

(a) Paid Claim Cost for all liability coverages is All Carrier trend data, as 
shown on pages H-482 and H-484. Paid Claim Cost for Comprehensive is IS0 
only Full Coverage, $50 Deductible, $100 Deductible and $250 Deductible 
combined data, adjusted for catastrophe, as shown on pages H-491 through 
H-494. Paid Claim Cost for Collision is based on $100, $200, $250, and $500 
Deductible combined, All Carrier data, as shown on pages H-503 through H-506. 

(b) Incurred Claim Frequency for all liability coverages is based on All Carrier 
developed statistical plan data. Paid Claim Frequency for Comprehensive is 
IS0 only Full Coverage, $50 Deductible, $100 Deductible and $250 Deductible 
combined data, adjusted for catastrophe, as shown on pages H-495 through 
H-498. Paid Claim Frequency for Collision is based on $100, $200, $250, 
and $500 Deductible combined All Carrier data, as shown on pages H-507 
through H-510. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 
DETERMINATION OF TREND FOR EXPENSES 

ALL ITEMS 
CPI INDEX 

COMPENSATION 
COST INDEX 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

DETERMINATION OF TREND FOR EXPENSES 

All Items (A1 CCI (6) 
Annual Change in indices 3.22% 3.39% 
based on exponential curve 
of best fit for the latest 48 
points (or 16 quarters) 

(2) Annual Change in indices 3.15% 
based on exponential curve 
of best fit for the latest 36 
points (or 12 quarters) 

(3) Annual Change in indices 2.81 % 
based on exponential curve 
of best fit for the latest 24 
points (or 8 quarters) 

(4) Annual Change in indices 4.63% 
based on exponential curve 
of best fit for the latest 12 
points (or 4 quarters) 

(5) Average Annual lndex (D) 

Year Ended 3/31/2005 
Year Ended 9/30/2005 
Year Ended 3/31/2006 
Year Ended 9/30/2006 
Year Ended 3/31/2007 

-r Ended 9/30/2007 

Combined (C) 
3.31% 

(6) Current Cost Factor (Index Value Divided by Average Annual Index) 

'u'ear Ended 3i3-ii2005 
Year Ended 9/30/2005 
Year Ended 3/31/2006 
Year Ended 9/30/2006 
Year Ended 3/31/2007 
Year Ended 9/30/2007 

Notes: (A) All items CPI index (urban). Source: Bureau of Labor Statistics. 

(6) Total Compensation Cost lndex - Insurance Carriers, Agent Brokers, and Service. 
Source: Bureau of Labor Statistics. 

(C) Weighted Average determined as .50 (All items) + .50 (CCI). 

(D) Average year ended index for period shown. 



Year 

12/31/77 
12/31/78 
12/31/79 
12/31/80 
6/30/82 

12/31/82 
12/31/83 
12/31/84 
12/31/85 
12/31/86 
12/31/87 
12/31/88 
12/31/89 
12/31/90 
12/31/91 
12/31/92 
12/31/93 
12/31/94 

? 12/31/95 
P 
W 

12/31/96 
12/31/97 
12/31/98 
12/31/99 
12/31/00 
12/31/01 
12/31/02 
12/31/03 
12/31/04 
12/31/05 
12/31/06 

Wind & Water 
Paid Losses (a) 

495,116 
720,697 
426,482 
970,069 
776,765 

1,241,071 
580,053 

4,856,972 
5,463,414 
2,809,049 
1,484,233 
5,074,247 
11,554,992 
4,423,094 
1,271,154 
1,928,913 
18,640,617 
3,267,309 
9,648,334 
49,270,157 
8,337,582 
36,582,228 
82,839,636 
26,900,286 
12,205,306 
19,987,319 
71,165,906 
18,276,472 
12,014,702 
26,822,071 

PRIVATE PASSENG SJTOMOBILE INSURANCE 
COMPREHE~ -IVE COVERAGES 

DERIVATION OF EXCESS WIND AND WATER FACTOR 

Total 
Paid Losses (a) 

(3) (4) 
(2) - (1) [Wind & Water] / 
[Total - [Total - 

Wind & Water] Wind & Water] 

(5) 
(4)-Avg. (4) 
Excess Wind & 

Water Ratio 

0.000 
0.000 
0.000 
0.000 
0.000 
0.000 
0.000 
0.127 
0.158 
0.000 
0.000 
0.055 
0.349 
0.000 
0.000 
0.000 
0.185 
0.000 
0.000 
0.481 
0.000 
0.303 
0.283 
0.000 
0.000 
0.000 
0.158 
0.000 
0.000 
0.000 

(7) Average (4) = 5.975 /30 = 0.199 

(8) Average Excess Wind & Water Ratio = 2.099 /30 = 0.070 

(9) Excess Wind & Water Factor = 1 + (8) /[1+(7)-(8) 1 = 1.062 

(6) 
(3) x (5) 

Excess Wind & 

Water Losses 

(a) Losses are for Full Coverage and $50 Deductible Comprehensive for 1977-6/82. 
Losses are for Full Coverage, $50 Deductible and $100 Deductible Comprehensive for 12/82-1990. 
Losses are for Full Coverage, $50, $100 and $250 Deductible Comprehensive for 1991-1992. 
Losses are for Full Coverage, $50, $100, $250 and $500 Deductible Comprehensive for 1993-1996. 
Losses are for Full Coverage, $50, $100, $250, $500 and $1000 Deductible Comprehensive for 1997-2006. 
Data prior to 1999 is for IS0  reporting companies only. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

A11 Carriers Voluntary and Ceded Combined 

Bodily Injury Basic Limits(a) Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo. 

Five Year 
Average 

Three Year 
Average (b) 1.068 1.033 1.014 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

(a) Losses are on a 30/60 level for 2002-2006. 
Losses are on a 25/50 level for 1993-2001. 

(b) The 15-27 month three year average is for 2002, 2004 and 2005. 

',asses exclude unallocated loss adjustment expense. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

All Carriers Voluntary and Ceded Combined 

Property Damage Basic Limits(a) Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo. 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

(a) Losses are on a $25,000 level for 2002-2006. 
Losses are on a $15,000 level for 1993-2001. 

Losses exclude unallocated loss adjustment expense 



I Carriers 

Accident 
Year 

Accident 
Year 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27  to 63 months: 
15 to 63 months: 

NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

Voluntary and Ceded Combined 

Medical Payments Total Limits Incurred Losses as of 

15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 

Five Year Three Year 

T~osses exclude unallocated loss adjustment expense. 

D - 16 



Carriers 

Accident 
Year 

Accident 
Year 

Five Year 
Average 

Three Year 
Average 

3 9  to 6 3  months: 
27 to 6 3  months: 
15 to 6 3  months: 

NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

CLAIM DEVELOPMENT 

Voluntary and Ceded Combined 

Bodily Injury Incurred Claims as of 

15 Months 27 Months 3 9  Months 51 Months 

Claim Development Factors 

Five Year Three Year 

6 3  Months 



Carriers 

Accident 
Year 

Accident 
Year 

Five Year 
Average 

Three Year 
Average 

NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

CLAIM DEVELOPMENT 

Voluntary and Ceded Combined 

Property Damage Incurred Claims as of 

15 Months 27 Months 3 9  Months 5 1  Months 6 3  Months 

Claim Development Factors 

3 9  to 6 3  months: 
27 to 6 3  months: 
15 to 6 3  months: 

Five Year Three Year 



'. Carriers 

Accident 
Year 

Accident 
Year 

Five Year 
Average 

Three Year 
Average 

NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

CLAIM DEVELOPMENT 

Voluntary and Ceded Combined 

Medical Payments Incurred Claims as of 

15 Months 27 Months 39 Months 51 Months 63 Months 

Claim Development Factors 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

15-27 MO. 27-39 MO. 39-51 MO. 51-63 MO. 

Five Year Three Year 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

DETERMINATION OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Physical 

Liability (i) Damage (ii) 

a) Commission + Brokerage (iii) 

b) Taxes, Licenses and Fees (iv) 

C) Underwriting Profit (v) 

d) Contingencies (See Exhibit RB-6) 

e) Total; Variable expenses, Underwriting Profit, 

and Contingencies 

f) Permissible Losses, Loss Adj. Expenses, Gen. 
Admin. Expenses and Other Acquis. Expenses (vi) 

g) Total Premium - 

(i) For use with 12/31/2006 Liability data. 

(ii) For use with 12/31/2006 Physical Damage data. 

(iii) For Liability Commission and Brokerage, the voluntary portion of the 

ratio is determined using the voluntary/ceded premium distribution and 

an assumed 10.0% ceded ratio to premiums at collected level. For 

Physical Damage Commission and Brokerage, the ratio for standard business 

is used. 

(iv) For Physical Damage Taxes, Licenses and Fees, the ratio for standard business 

is used. 

(v) The underwriting profit factor was determined to be necessary in addition 
to investment income earned or realized by insurers from unearned premium, 

and loss and loss expense reserve funds generated from business within 

this state. 

(vi) Permissible Loss, LAE, General and Other Acquisition Expense Ratio in (f) 

equals 100% minus item (e). 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

DETERMINATION OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Physical 

Liability (i) Damage (ii) 

a) Commission + Brokerage (iii) 10.4% 9.7% 

b )  Taxes, Licenses and Fees (iv) 2.3 2.3 

c) Underwriting Profit (v) 8.0 11.0 

d) Contingencies (See Exhibit RB-6) 0.0 0.0 

e )  Total; Variable expenses, Underwriting Profit, 20.7 

and Contingencies 

f) Permissible Losses, Loss Adj. Expenses, Gen. 79.3 

Admin. Expenses and Other Acquis. Expenses (vi) 

g) Total Premium - 

(i) For use with 12/31/2005 Liability data. 

(ii) For use with 12/31/2005 Physical Damage data, 

(iii) For Liability Commission and Brokerage, the voluntary portion of the 

ratio is determined using the voluntary/ceded premium distribution and 

an assumed 10.0% ceded ratio to premiums at collected level. For 

Physical Damage Commission and Brokerage, the ratio for standard business 

is used. 

(iv) For Physical Damage Taxes, Licenses and Fees, the ratio for standard business 

is used. 

(v) The underwriting profit factor was determined to be necessary in addition 

to investment income earned or realized by insurers from unearned premium, 

and loss and loss expense reserve funds generated from business within 

this state. 

(vi) Permissible Loss, LAE, General and Other Acquisition Expense Ratio in ( f )  

equals 1008 minus item (e) . 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

DETERMINATION OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Liability (i) 

a) Commission + Brokerage (iii) 9.9% 

b) Taxes, Licenses and Fees (iv) 2.3 

C) Underwriting Profit (v) 8.0 

d) Contingencies (See Exhibit RB-6) 0.0 

e) Total; Variable expenses, Underwriting Profit, 20.2 

and Contingencies 

f) Permissible Losses, Loss Adj. Expenses, Gen. 79.8 

Admin. Expenses and Other Acquis. Expenses (vi) 

g) Total Premium - 

Physical 

Damage (ii) 

(i) For use with 12/31/2004 ~iabilit~ data. 

(ii) For use with 12/31/2004 Physical Damage data. 

(iii) For Liability Commission and Brokerage, the voluntary portion of the 
ratio is determined using the voluntary/ceded premium distribution and 

an assumed 10.0% ceded ratio to premiums at collected level. For 

Physical Damage Commission and Brokerage, the ratio for standard business 

is used. 

(iv) For Physical Damage Taxes, Licenses and Fees, the ratio for standard business 

is used. 

(v) The underwriting profit factor was determined to be necessary in addition 

to investment income earned or realized by insurers from unearned premium, 

and loss and loss expense reserve funds generated from business within 

this state. 

(vi) Permissible Loss, LAE, General and Other Acquisition Expense Ratio in (f) 

equals 100% minus item (e) . 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

COMPONENTS OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Physical 

Liability (a) Damage (b) 

Permissible Losses, Loss Adj. Expenses, 

Gen. Admin. Expenses and 

Other Acquis. Expenses 

Loss Adjustment Expense (See pages H-539-H-541) 

Bodily Injury & Medical Payments 

Property Damage 

Physical Damage 

General Administration (See pages H-539-H-541) 

Other Acquisition Expenses 

(See pages H-539-H-541) 

- 
- 

12.6 (c) 

6.6 (c) 

(a) For use with 12/31/2006 Liability data. 

(b) For use with 12/31/2006 Physical Damage data. 

(c) Physical Damage ratios are for standard and non-standard business combined. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

COMPONENTS OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Physical 

Liability (a) Damage (b) 

Permissible Losses, Loss Adj. Expenses, 

Gen. Admin. Expenses and 

Other Acquis. Expenses 

Loss Adjustment Expense (See pages H-539-H-541) 
Bodily Injury & Medical Payments 

Property Damage 

Physical Damage 

General Administration (See pages H-539-H-541) 

Other Acquisition Expenses 
(See pages H-539-H-541) 

- 

15.9 (c) 

(a) For use with 12/31/2005 Liability data. 

(b) For use with 12/31/2005 Physical Damage data. 

(c) Physical Damage ratios are for standard and non-standard business combined. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

COMPONENTS OF PERMISSIBLE LOSS, LAE, 

GENERAL AND OTHER ACQUISITION EXPENSE RATIO 

Physical 

Liability (a) Damage (b) 

Permissible Losses, Loss Adj. Expenses, 

Gen. Admin. Expenses and 

Other Acquis. Expenses 

Loss Adjustment Expense (See pages H-539-H-541) 

Bodily Injury & Medical Payments 

Property Damage 

Physical Damage 

General Administration (See pages H-539-H-541) 

Other Acquisition Expenses 

(See pages H-539-H-541) 

- 

15.2 (c) 

(a) For use with 12/31/2004 Liability data. 

(b) For use with 12/31/2004 Physical Damage data. 

(c) Physical Damage ratios are for standard and non-standard business combined. 



Credibility Factor Determination 

Credibility considerations enter into the private passenger ratemaking formula 
in three areas: 

1) statewide rate indications in the determination of accident year 
weights. 

2) territory rate indications in the determination of the individual 
territory's formula base class loss cost. 

3) trend factor determination in the determination to base the average 
annual change on North Carolina data or a combination of 
North Carolina and countrywide data. 

The first two areas full credibility standard is based on an application of 
the credibility formula contained in the paper "On The Credibility of The Pure 
Premium" by Mayerson, Jones and Bowers (PCAS LV, 1968). The full credibility 
standards contemplate P and K values of 95% and 5% for statewide and 90% and 
5% for territory. 

The trend credibility procedure is based on the first model discussed in "An 
Introduction to Credibility Theory" by L. H. Longley-Cook. The full 
credibility standard is based on P and K values of 99% and 2 1/2%. 

For Uninsured Motorists and Underinsured Motorists, each year of the 
experience period is given weight proportional to its earned car years in the 
calculation of an indicated premium per exposure. 

For Motorcycles, each year of the experience period is given weight 
proportional to its earned premium at present manual rates in the calculation 

, of an indicated change. - 



CREDIBILITY TABLES BASED 
UPON NUMBER OF CLAIMS 

The projected loss ratios are weighted in accordance with the following: 

Average Number of 
Claim for the 

Latest Two Years (A) 

4000 and over 
3600 - 3999 
3200 - 3599 
2800 - 3199 
2400 - 2799 
under 2400 

(A) Applied separately by coverage 

Credibility 

Determination 
of Territory 
Credibility (B) 

0 - 2 9 
30 - 119 
120 - 269 
270 - 479 
480 - 749 
750 - 1,079 

1,080 - 1,469 
1,470 - 1,919 
1,920 - 2,429 
2,430 - 2,999 
3,000 or more 

Weight to 
Earlier 
Year 

Credibility 

0 
.05 
.10 
.15 
.20 
.25 
.30 
.35 
.40 
.45 
.50 
.55 
.60 
.65 
.70 
.75 
.80 
.85 
.90 
.95 

1.00 

Weight to 
Later 
Year 

Determination 
of Trend Factor 
Credibility (C) 

0 - 2 6 
27 - 10 5 
106 - 238 
239 - 4 2 4 
425 - 663 
664 - 955 
956 - 1,300 

1,301 - 1,699 
1,700 - 2,150 
2,151 - 2,655 
2, 656 - 3,212 
3,213 - 3,823 
3,824 - 4,487 
4,488 - 5,204 
5,205 - 5,974 
5: 975 - 6,798 
6,799 - 7,674 
7, 675 - 8,604 
8,605 - 9,586 
9,587 - 10,622 
10,623 or more 

(B) Territory credibility is based on the number of claims underlying the 
three year pure premium. 

(C) Trend factor credibility is based on the number of claims underlying the 
latest year's experience appearing in the trend exhibits. 



SECTION E 

UNINSURED MOTORISTS REVIEW 



NORTH CAROLINA 
UNINSURED MOTORISTS REVIEW 
PRIVATE PASSENGER CARS 
BASIC LIMITS REVIEW 

All Carriers 
Voluntary and Ceded Combined 

Year Ended 
12/31/2004 

(1) Incurred Losses and ALAE (30/60 UMBI) (a) 39,565,863 
(2) Incurred Losses and ALAE ($25,000 UMPD) (a) 11,188,673 
(3) Loss Development Factor (30/60 UMBI) (b) 1.009 
(4) Loss Development Factor ($25,000 UMPD) (b) 0.984 
(5) ULAE Factor (BI) (See page H-539) 11.3% 
(6) ULAE Factor (PD) (See page H-539) 12.6% 
(7) Developed Losses and LAE (30/60 UMBI) 44,433,137 

[ (1)~(3)~[1+(5) 1 1  
(8) Developed Losses and LAE ($25,000 UMPD) 12,396,871 

[ (2)x(4)x[1+(6)11 
(9) Adjustment for stacking of policy limits (c) 1.016 
(10) Total Developed Losses and LAE [ [ (7) + (8) ] * (9) ] 57,739,288 
(11) Avg Annual Change in Losses and LAE (See page D-8) 0.0% 
(12) Years of Trend - Losses (d) 5.03 
(13) Projected Losses and LAE (d) 57,739,288 
(14) Earned Exposures (a) (e) 5,919,084 
(15) Developed Incurred Claims (UMBI) (a) 6,126 
(16) Developed Incurred Claims (UMPD) (a) 9,235 
(17) Total Incurred Claims [ (15) + (16) 1 15,361 
(18) Projected B/L Loss and LAE per exposure [ (13)/(14)] 9.75 
(19) Percentage Dividends (f) 0.0% 
(20) Permissible Loss and LAE Ratio (See page E-8) 0.630 
(21) Adjustment Factor for Increase in MVR Fee (g) 1.00580 
(22) Required B/L Premium per exposure [((18)/((20)-(19)))x(21)] 15.57 
(2? Yverage (Weighted on exposures in line (14)) - 

Year Ended 
12/31/2005 

Year Ended 
12/31/2006 

(a) Based on the statistical plan data reported by member companies. 

(b) Loss development factors are based on five-year averages, through 63 months of 
development for Uninsured Motorists Bodily Injury and Uninsured Motorists 
Property Damage. See pages E-3 and E-4. 

(c) As determined in the Rate Bureau filing deriving the proposed Uninsured Motorists 
coverage rates in response to a statutory change mandating inter-policy stacking 
of UM limits in North Carolina, effective 1/1/2004. 

(d) Projected losses and allocated loss adjustment expenses = 
(12) 

[ (10) x (1 + (11)) 1, where (12) = the number of years of projection 
from the average date of accident to 7/12/2009. 

(e) UM earned exposures are estimated to be 95.0% of Bodily Injury Liability earned exposures. 

(f) Selected value. 

(g) Estimated premium effect of increase in MVR fees from $5 to $8, effective 10/1/2005. 



NORTH CAROLINA 
UNINSURED MOTORISTS REVIEW 
PRIVATE PASSENGER CARS 
TOTAL LIMITS REVIEW 

All Carriers 
Voluntary and Ceded Combined 

(1) Incurred Losses and MAE (T/L UMBI) (a) 
(2) Incurred Losses and ALAE (T/L UMPD) (a) 
(3) Loss Development Factor (T/L UMBI) (b) 
(4) Loss Development Factor (T/L UMPD) (b) 
(5) ULAE Factor (BI) (See page H-539) 
(6) ULAE Factor (PD) (See page H-539) 
(7) Developed Losses and LAE (T/L UMBI) 

[ (1)x(3)~[1+(5)11 
(8) Developed Losses and LAE (T/L UMPD) 

[ (2)~(4)~[1+(6)11 
(9) Adjustment for stacking of policy limits (c) 
(10) Total Developed Losses and LAE [ [ (7) + (8) 1 * (9) 1 
(11) Avg Annual Change in Losses and LAE (See page D-8) 
(12) Years of Trend - Losses (d) 
(13) Projected Losses and LAE (d) 
(14) Earned Exposures (a) (e) 
(15) Developed Incurred Claims (UMBI) (a) 
(16) Developed Incurred Claims (UMPD) (a) 
(17) Total Incurred Claims [ (15) + (16) 1 
(18) Projected T/L Loss and LAE per exposure [ (13) / (14) 1 
( 19) Percentage Dividends (f) 
(20) Permissible Loss and LAE Ratio (See page E-8) 
(21) Adjustment Factor for Increase in MVR Fee (g) 
(22) Required T/L Premium per exposure [ ( (18) / ( (20) - (19) ) ) x (21) 1 
(2.7' ?verage (Weighted on exposures in line (14)) - 

Year Ended 
12/31/2004 

Year Ended 
12/31/2005 

Year Ended 
12/31/2006 

(a) Based on the statistical plan data reported by member companies. 

(b) Loss development factors are based on five-year averages, through 63 months of 
development for Uninsured Motorists Bodily Injury and Uninsured Motorists 
Property Damage. See pages E-5 and E-6. 

(c) AS determined in the Rate Bureau filing deriving the proposed Uninsured Motorists 
coverage rates in response to a statutory change mandating inter-policy stacking 
of UM limits in North Carolina, effective 1/1/2004. 

(d) Projected losses and allocated loss adjustment expenses = 

(12 
[(lo) X (1 + (11) 1 1, where (12) = the number of years of projection 
from the average date of accident to 7/12/2009. 

(e) UM earned exposures are estimated to be 95.0% of Bodily Injury Liability earned exposures. 

(f) Selected value. 

( g )  Estimated premium effect of increase in MVR fees from $5 to $8, effective 10/1/2005. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

71 Carriers Voluntary and Ceded Combined 

Uninsured Motorists Bodily Injury Basic Limits(a) Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 5 1 Months 6 3 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

(a) Losses are on a 30/60 level for 2002-2006. 
Losses are on a 25/50 level for 1993-2001. 

Losses exclude unallocated loss adjustment expense. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

',l Carriers Voluntary and Ceded Combined 

Uninsured Motorists Property Damage Basic Limits(a) Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo 

Five Year 
Average 

Three Year 
Average 

39, to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

(a) Losses are on a $25,000 level for 2002-2006. 
Losses are on a $15,000 level for 1996-2001. 

Losses exclude unallocated loss adjustment expense. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

- - 
1. Carriers Voluntary and Ceded Combined 

Uninsured Motorists Bodily Injury Total Limits Incurred Losses as of 
Accident 

Year 15 Months 27 Months 3 9 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo. 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

Losses exclude unallocated loss adjustment expense. 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

'1 Carriers Voluntary and Ceded Combined 

Uninsured Motorists Property Damage Total Limits Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo. 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

Losses exclude unallocated loss adjustment expense 



NORTH CAROLINA 

(1 
Accident 
Year Ended 

PRIVATE PASSENGER LIABILITY INSURANCE 
UNINSURED MOTORISTS 
PURE PREMIUM TREND 

(2) (3) 
Basic Limit 
Losses (A) (B) Exlsosures 

Annual Rates of Change based on the Exponential Curve of Best Fit: 

4 points -1.2% 
6 points -0.4% 
9 points -0.2% 
12 points -0.3% 

- 
, A )  Includes all loss adjustment expense and loss development 

for voluntary and ceded business combined. 

(4) 
UM Pure Premium 

(2) / (3) 

(B) 25/50/15 limits from 12/31/1995 - 12/31/2006. 



NORTH CAROLINA 

DERIVATION OF PERMISSIBLE LOSS AND LAE RATIO 
FOR UNINSURED AND UNDERINSURED MOTORISTS 

Commission & Brokerage 

Taxes, Licenses, Fees 

General Administration 

Other Acquistion Expenses 

Prof it 

Contingencies 

Total 

Expected Loss Ratio 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

UNINSURED MOTORISTS COVERAGE 

: .nsured M o t o r i s t s  Bodily I n j u r y  

L i m i t  

P r e s e n t  

S i n g l e  Car 

P o l i c y  Rate  

Uninsured M o t o r i s t s  P roper ty  Damage 

L i m i t  

F i  1 ed 

S i n g l e  Car 

P o l i c y  Rate ( a )  

F i l e d  

Multi-Car 

P o l i c y  Rate  ( b )  

P r e s e n t  F i  1 ed F i l e d  

S i n g l e  Car S i n g l e  Car Multi-Car 

P o l i c y  Rate  P o l i c y  Rate  ( c )  P o l i c y  Rate  ( b )  

( a )  F i l e d  s i n g l e  c a r  r a t e s  f o r  Uninsured M o t o r i s t s  Bodi ly  I n j u r y  a r e  c a l c u l a t e d  

a s  f o l l o w s :  

1) Determine t h e  30/60 UMBI r a t e  by rounding t h e  i n d i c a t e d  30/60/25 r a t e  

determined on page E-1  and s u b t r a c t i n g  t h e  $25,000 UMPD r a t e  of $2: 

$15 - $2 = $13. 

2 )  Apply t h e  e f f e c t i v e  excess  l i m i t  change of +37 .2% t o  t h e  p r e s e n t  excess  

p o r t i o n  of  t h e  r a t e  a t  each l i m i t ,  and t h e n  add t h e  f i l e d  b a s i c  l i m i t  

30/60 U M B I  r a t e  of $13 t o  t h e  r e s u l t .  

For example, f o r  50/100: (16-15) x  ( 1 t 0 . 3 7 2 )  + 13 = $14.  

( b )  F i l e d  m u l t i - c a r  p o l i c y  r a t e s  a r e  c a l c u l a t e d  by m u l t i p l y i n g  t h e  f i l e d  s i n g l e  

c a r  p o l i c y  r a t e s  by a  f a c t o r  of 2 .36,  which i s  t h e  average number of c a r s  p e r  

m u l t i - c a r  p o l i c y  i n  North C a r o l i n a .  Th i s  f a c t o r  was determined from 2000 

U.S. census  d a t a .  

( c )  F i l e d  s i n g l e  c a r  p o l i c y  r a t e s  f o r  Uninsured M o t o r i s t s  P roper ty  Damage a r e  equal  

t o  t h e  p r e s e n t  r a t e s .  

.,ie t o t a l  l i m i t s  e f f e c t i v e  change i s  - 5 . 5 % .  



NORTH CAROLINA 

UNDERINSURED MOTORISTS COVERAGE 

Underinsured Motorists (UIM) coverage is triggered if the policy limit of the 
party at fault in an accident causing bodily injury to an insured is less than 
the insured's UIM policy limit. In this event and if the policy limits of the 
party at fault are not enough to pay the full amount of damages to the 
insured, then the insured is entitled to collect up to the limit of his UIM 
coverage. 

Pages E-11 and E-12 display an experience review and the subsequent 
calculation of the filed rates for Underinsured Motorists coverage. 

The indicated required premium per exposure of $39.88, as shown on Line (15) 
of page E-11 represents a 103.4% increase from the current average premium per 
exposure of $19.60. 

Page E-15 displays current and revised Underinsured Motorists rates. 



All Carriers 
Voluntary and Ceded Combined 

NORTH CAROLINA 
UNDERINSURED MOTORISTS REVIEW 

PRIVATE PASSENGER CARS 
TOTAL LIMITS REVIEW 

(1) Incurred Losses and ALAE (T/L UIMBI) (a) 
(2) Loss Development Factor (T/L UIMBI) (b) 
(3) ULAE Factor (BI) (See page H-539) 
(4) Developed Losses and LAE (T/L UIMBI) 

[ (1)~(2)x[1+(3)11 
(5) Avg Annual Change in Losses and IAE (See page D-8) 
(6) Years of Trend - Losses (c) 
(7) Projected Losses and LAE (c) 
(8) Earned Exposures (a) (e) 
(9) Developed Incurred Claims (UIMBI) (a) 
(10) Projected T/L Loss and LAE per exposure [ (7) /(a)] 
(11) Percentage Dividends (d) 
(12) Permissible Loss and IAE Ratio (See page E-8) 
(13) Adjustment Factor for Increase in MVR Fee (f) 
(14) Required T/L Premium per exposure [ ( (10) / ( (12) - (11) ) )x(13) 1 
(15) Average (Weighted on exposures in line (8)) 

Year Ended 
12/31/2004 

Year Ended Year Ended 
12/31/2005 12/31/2006 

(a) Based on the statistical plan data reported by member companies. 

(b) Loss development factors are based on five-year averages, through 63 months of 
development for Underinsured Motorists Bodily Injury. See page E-13. 

(c) Projected losses and allocated loss adjustment expenses = 

(12) 
[(lo) X (1 + (11) 1 1,  where (12) = the number of years of projection 
from the average date of accident to 7/12/2009. 

(d) Selected value 

(e) UIM earned exposures are estimated to be 61.70% of Bodily Injury Liability earned exposures. 

(f) Estimated premium effect of increase in MVR fees from $5 to $8, effective 1 0 / 1 / 2 0 0 5 .  



L I M I T S  

NORTH CAROLINA 
PERSONAL AUTO INSURANCE 

CALCULATION O F  F I L E D  RATES FOR 
UNDERINSURED MOTORISTS 

% O F  EARNED 
EXPOSURES 

( 5 )  AVERAGE PRESENT RATE (a) : 
( 6) INDICATED AVERAGE RATE (b) 
(7) AVERAGE F I L E D  RATE (c) : 
(8) F I L E D  CHANGE[ (7) / (5) ] : 

( 2  (3 
F I L E D  

PRESENT RATE 
RATE [((6)/(5) )~(2)1 

(4 
PERCENT 
CHANGE 

[(3)/(2)1 

Motes: 
(a) Column(2) w e i g h t e d  on Column(1) 
(b) See page E - 1 1 .  
( c )  Column(3) w e i g h t e d  on Column(1) 



NORTH CAROLINA 
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS 

LOSS DEVELOPMENT 

T11 Carriers Voluntary and Ceded Combined 

Underinsured Motorists Bodily Injury Total Limits Incurred Losses as of 
Accident 

Year 15 Months 27 Months 39 Months 51 Months 63 Months 

Loss Development Factors 
Accident 

Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo. 

Five Year 
Average 

Three Year 
Average 

39 to 63 months: 
27 to 63 months: 
15 to 63 months: 

Five Year Three Year 

Losses exclude unallocated loss adjustment expense. 



NORTH CAROLINA 

(1 
Accident 
Year Ended 

PRIVATE PASSENGER LIABILITY INSURANCE 
UNDERINSURED MOTORISTS 
PURE PREMIUM TREND 

(2) 
Total Limit 
Losses (A) 

(3) 

Exposures 

P l  Rates of Change based on the Exponential Curve of Best Fit: 

4 points 8.4% 
6 points 5.5% 
7 points 4.6% 

(4) 
UIM Pure Premium 

(2) / (3) 

(A) Includes all loss adjustment expense and loss development for voluntary and 
ceded business combined. 



NORTH CAROLINA 

PRIVATE PASSENGER AUTOMOBILE INSURANCE 

UNDERINSURED MOTORISTS COVERAGE 

d e r i n s u r e d  M o t o r i s t s  Bodily I n j u r y  

L i m i t  

P r e s e n t  

S i n g l e  Car 

P o l i c y  Rate 

F i l e d  

S i n g l e  Car 

P o l i c y  Rate ( a )  

F i  1 ed 

Multi-Car 

P o l i c y  Rate ( b )  

( a )  F i l e d  s i n g l e  c a r  r a t e s  a r e  c a l c u l a t e d  on page E-12. 

( b )  F i l e d  m u l t i - c a r  p o l i c y  r a t e s  a r e  c a l c u l a t e d  by m u l t i p l y i n g  t h e  f i l e d  s i n g l e  - c a r  p o l i c y  r a t e s  by a  f a c t o r  of  2 .36 ,  which i s  t h e  average  number of c a r s  pe r  

m u l t i - c a r  p o l i c y  i n  North C a r o l i n a .  Th i s  f a c t o r  was determined from 2000 

U.S. census  d a t a .  



SECTION F 

MOTORCYCLE REVIEW 



L i a b i l i t y  

( 0 0 0 ' s  o m i t t e d )  

NORTH CAROLINA 

RATE LEVEL SUMMARY 

MOTORCYCLE INSURANCE 

EARNED 

PREMIUMS 

AT PRESENT 

RATES 

INDICATED 

AND F I L E D  

RATE LEVEL 

CHANGE 



NORTH CAROLINA 

MOTORCYCLE INSURANCE 
LIABILITY COVERAGE 

STATEWIDE RATE REVIEW 

All Carriers 
Voluntary and Ceded Combined 

(1) Earned Premiums at Present Rates (a) 

(2) Incurred Losses (See page H-542) 

(3) Loss Adjustment Expense Factor (b) 

(4) Loss Adjustment Expense [(2) x (3)] 

(5) General & Other Acquisition 
Expenses (see page H-542) 

(6) Average Annual Change in Losses (c) 
(See page F-5) 

(7) Average Annual Change in Expense Costs 
(See page D-8) 

(8) Projected Losses (d) 

(9) Projected Loss Adjustment Expenses (e) - 
(i 'Projected General & Other 

Acquisition Expenses (f) 

(11) Projected Losses, LAE and G & OA 
Expenses [(8)+(9)+(10)1 

(12) Projected Loss, LAE and G & OA 
Expense Ratio [ (11) / (1) 1 

(13) Permissible Loss, LAE and G & OA 
Expense Ratio (See page F-4) 

(14) Adjustment for Increase in MVR Fee (g) 

(15) Indicated Rate Level Change 
[((12)/(13))+(14)1 - 1.0 

(16) Final selected rate level change 
(weighted by premium from Line (1)) 

Year Ended Year Ended Year Ended 
12/31/2004 12/31/2005 12/31/2006 



NORTH CAROLINA 
MOTORCYCLE REVIEW 

STATEWIDE RATE REVIEW 

( a )  Based  on t h e  e a r n e d  premiums c o n t a i n e d  i n  NCRB expense  c a l l  and shown on pages  
H-542, a d j u s t e d  t o  c u r r e n t  v o l u n t a r y  l e v e l .  

( b )  Based  on t h e  a v e r a g e  r a t i o  o f  l o s s  a d j u s t m e n t  e x p e n s e s  t o  l o s s e s  o v e r  t h e  l a t e s t  
t h r e e  y e a r s .  See  pages  H-542. 

( c )  The a v e r a g e  a n n u a l  changes  i n  l o s s e s  f o r  t h e  L i a b i l i t y  c o v e r a g e  i s  d e t e r m i n e d  by 
w e i g h t i n g  t h e  t r e n d s  shown on l i n e  ( 1 2 )  o f  p a g e s  C - 1 ,  C-3 and  C-5 on t o t a l  l i m i t s  
d e v e l o p e d  l o s s e s .  

n  
( d )  P r o j e c t e d  Losses  = [ ( 2 )  x  (1 + ( 6 )  I , where 

n  = The number o f  y e a r s  o f  p r o j e c t i o n  from t h e  a v e r a g e  d a t e  o f  
a c c i d e n t  t o  7 /12/2009 (2004=5.03 ,  2005=4.03, 2 0 0 6 = 3 . 0 3 ) .  

n 
( e )  P r o j e c t e d  Loss  Adjus tment  Expenses  = [ (  ( 4 )  x (1 + ( 7 )  ) 1 ,  where 

n  = The number o f  y e a r s  o f  p r o j e c t i o n  from t h e  a v e r a g e  d a t e  o f  
a c c i d e n t  t o  7 /12/2009 (2004=5.03 ,  2005=4.03, 2006=3 .03 ) .  

n  
( f )  P r o j e c t e d  Gene ra l  and  O t h e r  A c q u i s i t i o n  Expenses  = [ ( 5 )  x  (1 t ( 7 ) )  1 ,  where 

n = The number of y e a r s  o f  p r o j e c t i o n  t o  t h e  a v e r a g e  d a t e  o f  w r i t i n g ,  4 /1 /2009 - (2004=4.75 ,  2005=3.75,  2 0 0 6 = 2 . 7 5 ) .  

( g )  E s t i m a t e d  e f f e c t  o f  i n c r e a s e  i n  MVR f e e s  from $5 t o  $8 ,  e f f e c t i v e  10/1 /2005.  



NORTH CAROLINA 
MOTORCYCLE REVIEW 

DETERMINATION OF EXPECTED LOSS RATIO AND PROFIT PROVISION 

Commission and Brokerage Expense 0.103 0.091 0.101 

Taxes, etc. to Written Premium 0.021 0.020 0.022 

Profit 

Contingencies 0.000 0.000 0.000 

Total 0.204 0.191 0.203 

Losses, LAE, General Administration 0.796 0.809 0.797 
Expenses and Other Acquisition Expenses 



NORTH CAROLINA 

Motorcycle Insurance 

Calculation of Loss Trend Factors 

PP Auto Liability 
Auto Total Limits Weighted 

Cov Trend(a) Dev. Losses Trend 

(a) See page D-9. 



NORTH CAROLINA 
MOTORCYCLE INSURANCE 

CALCULATION OF RATE RELATIVITIES 

Private Passenger 
Liability 

TOTAL LIMITS 
COVERAGE PREMIUM WEIGHT 

Bodily Injury $ 1 , 2 5 1 , 2 7 4  

Property Damage 9 5 8 , 5 8 1  

(1) Liability Total 2 , 2 0 9 , 8 5 5  

( 2 )  Medical Payments 

Motorcycles 

( 3 )  Liability 

( 4 )  Motorcycle ~iability factor = 

L(1 .0  + ( 3 )  / ( 1 . 0  + (1) ) I  

( 5 )  Motorcycle Med Pay factor = 

: [ ( 1 . 0 +  ( 3 ) )  / ( 1 . 0 +  ( 2 ) ) l  - 
Liability 
Relativities 

Engine Size (cc) 
0-499  

5 0 0 - 1 2 4 9  

1 2 5 0 - 1 4 9 9  

1500-up 

Medical Payments 
Relativities 
All Engine Sizes 

FILED 
CHANGE 

FILED 
CHANGE 

( 6  ( 7 )  

( 6 )  x ( 4 )  
Present Revised 

1 7  % 1 5 %  

2  7  % 2  4  % 

3 7 %  33% 

4 9 %  4  3 % 

( 8 )  ( 9  

( 8 )  x ( 5 )  
Present Revised 

3 8 %  3 5 %  



SECTION G 

INCREASED LIMITS REVIEW 



NORTH CAROLINA 

Increased limits Revision 

This filing proposes a change to the increased limits factors for Bodily 
Injury and Property Damage. This change is based upon the review of 
experience for Bodily Injury and Property Damage contained on pages G-2-3. 

This review produces a uniform indication over all limits of coverage. On an 
excess limits basis, the indicated change for Bodily Injury is +36.4%. On a 
total limits basis, the indicated change for Bodily Injury is +6.0%. For 
Property Damage, the indicated change is -40.0% on an excess limits basis. On 
a total limits basis, the indicated change for Property Damage is -0.4%. 

The excess indications of +36.4% and -40.0% were applied uniformly to the 
excess portion of the current Bodily Injury and Property Damage increased 
limits factors, respectively, resulting in the indicated increased limits 
factors for Bodily Injury and Property Damage Liability as shown on pages G-4 
and G-5. 

The total limits effect of the change in BI increased limits relative to a 
30/60 base is +6.1%, and the total limits effect of the change in PD increased 
limits factors is -0.4% relative to a $25,000 base, as determined on page G-6. 
These changes, combined with the 30/60 BI and $25,000 PD basic limit effective 
changes of +7.4% and +15.3%, respectively, as shown on page A-2, yield the BI 
total limits effective change of +14.0% and the PD total limits effective 
change of 14.8%, as shown on page A-1. 

Pages G-7-8 display the calculation of the average increased limits factors 
for Bodily Injury and Property Damage on a 30/60/25 basis for use in the 
determination of the uniform indications shown on pages G-2-3, and for use in 
the determination of the premium weights shown on page A-1. 

Page G-8 displays the calculation of the Medical Payments average increased - limits factor. This factor is used in the determination of the distributional 
adjustment factor on page C-21 and in the determination of the premium weights 
shown on page A-1. 



Voluntary and Ceded Business 

REVIEW OF BODIL- Nf I -INJURY ' INCREASED LIMITS 

(1) Basic limits losses (a) (b) 
(2) Basic limits loss dev. factor (See page D-14) 
(3) Basic limits claim cost trend (See page D-8) 
(4) Years of trend (See page C-2) 
(5) Basic limits trend factor [1+(3)IA(4) 
(6) Basic limits losses, trended and developed 

(l)x(2)~(5) 
(7) Total limits losses (b) 
(8) Total limits loss dev. factor (See page H-385) 
(9) Total limits claim cost trend (See page D-8) 
(10)Years of trend (See page C-2) 
(11) Total limits trend factor [1+(9)IA(10) 
(12)Total limits losses, trended and developed 

? (7)x(8)x(11) 
(13) Indicated average ilf (12) / (6) 
(14)Average increased limits factor (See page G-7) 
(15) Indicated change to excess limits 

increments { [ (13) -11 / [ (14) -11 1-1 
(16) Indicated total limits change 

{ (13) / (14) 1-1 

3 Years 
12/31/2004 12/31/2005 12/31/2006 Combined 

(a) Basic limits are 30/60. 
(b) Based on the statistical plan data reported by member companies. 
(c) Three Year Average 
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NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

SUMMARY OF INCREASED LIMITS FACTORS 

Bodily Injury lncreased Limits Factors 

Current Indicated 
I LF Increased 

Policy Limit 30160 Base Limits Factor 

(2) = [((I)-1.00) x 1.3641 + 1 .OO where +36.4% is the indicated change to excess - increments as determined on page G-2. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

SUMMARY OF INCREASED LIMITS FACTORS 

Property Damage lncreased Limits Factors 

Current Indicated 
ILF Increased 

Policv Limit $25,000 Base Limits Factor 

(2) = [((I)-1.00) x 0.6001 + 1 .OO where -40.0% is the indicated change to excess 
increments as determined on page G-3. 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

CALCULATION OF TOTAL LIMITS CHANGES 

N o r t h  C a r o l i n a  Y e a r  E n d i n g  1 2 / 3 1 / 2 0 0 6  

V o l u n t a r y  a n d  C e d e d  B o d i l y  I n j u r y  

(1 ( 2 )  ( 3  ( 4 )  ( 5  ( 6 )  
(1) / ( 2 )  ( 3 ) x ( 4 )  ( 5 )  / (1) 

L i m i t  O f  W r i t t e n  C u r r e n t  30 /60  R e v i s  ed T / L  P e r c e n t  
L i a b i l i t y  P  r e m i  urn I L F  P  r e m i  um I L F  P r e m i u m  C h a n g e  

3 0 / 6 0  2 8 1 , 8 6 4 , 8 5 7  1 . 0 0  2 8 1 , 8 6 4 , 8 5 7  1 . 0 0  2 8 1 , 8 6 4 , 8 5 7  0 . 0 %  
5 0 / 1 0 0  2 6 5 , 5 0 0 , 6 9 4  1 . 1 5  2 3 0 , 8 7 0 , 1 6 9  1 . 2 0  2 7 7 , 0 4 4 , 2 0 3  4 . 3 %  
1 0 0 / 2 0 0  6 , 1 2 9 , 9 7 9  1 . 3 3  4 , 6 0 9 , 0 0 7  1 . 4 5  6 , 6 8 3 , 0 6 0  9 . 0 %  
1 0 0 / 3 0 0  3 9 1 , 8 1 6 , 3 9 6  1 . 3 5  2 9 0 , 2 3 4 , 3 6 7  1 . 4 8  4 2 9 , 5 4 6 , 8 6 3  9 . 6 %  
2 5 0 / 5 0 0  6 5 , 7 1 2 , 8 0 0  1 . 5 7  4 1 , 8 5 5 , 2 8 7  1 . 7 8  7 4 , 5 0 2 , 4 1 1  1 3 . 4 %  
3 0 0 / 3 0 0  4 1 , 6 8 0 , 2 8 6  1 . 5 4  2 7 , 0 6 5 , 1 2 1  1 . 7 4  4 7 , 0 9 3 , 3 1 1  1 3 . 0 %  
l O O O / l O O O  1 , 8 8 5 , 5 3 0  1 . 8 3  1 , 0 3 0 , 3 4 4  2 . 1 3  2 , 1 9 4 , 6 3 3  1 6 . 4 %  
A l l  O t h e r  1 2 , 6 1 1 , 0 7 2  1 . 2 0 2  1 0 , 4 9 1 , 7 4 0  1 . 2 7 5  1 3 , 3 7 6 , 9 6 9  6 . 1 %  

1 , 0 6 7 , 2 0 1 , 6 1 4  8 8 8 , 0 2 0 , 8 9 2  1 , 1 3 2 , 3 0 6 , 3 0 7  6 . 1 %  

N o r t h  C a r o l i n a  Y e a r  E n d i n g  1 2 / 3 1 / 2 0 0 6  

'- 1 . u n t a r y  a n d  C e d e d  P r o p e r t y  Damage - 
(1) ( 2 )  ( 3 )  ( 4 )  ( 5  ( 6 )  

(1) / ( 2 )  ( 3 ) ~ ( 4 )  i 5 )  / (1) 
L i m i t  O f  W r i t t e n  C u r r e n t  $ 2 5 , 0 0 0  R e v i s e d  T / L  P e r c e n t  

L i a b i l i t y  P  r e r n i u m  I L F  P r e m i u m  I L F  P r e m i u m  C h a n g e  
$ 2 5 , 0 0 0  2 8 3 , 6 6 6 , 2 4 1  1 . 0 0 0  2 8 3 , 6 6 6 , 2 4 1  1 . 0 0 0  2 8 3 , 6 6 6 , 2 4 1  0 . 0 %  

A l l  O t h e r  8 , 7 1 0 , 0 1 7  1 . 0 1 1  8 , 6 1 5 , 2 4 9  1 . 0 0 6  8 , 6 6 6 , 9 4 0  - 0 . 5 %  
8 6 7 , 9 2 4 , 9 5 1  8 5 8 , 8 6 6 , 0 5 6  8 6 4 , 2 9 5 , 3 3 8  - 0 . 4 %  



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

CALCULATION OF AVERAGE INCREASED LIMITS FACTORS 

Year Ending 1 2 / 3 1 / 2 0 0 6  
' vo lun ta ry  and Ceded Bodi ly  I n j u r y  - 3 0 / 6 0  base  

Limit  Of W r i t t e n  
L i a b i l i t y  Premium 

3 0 / 6 0  2 8 1 , 8 6 4 , 8 5 7  
5 0 / 1 0 0  2 6 5 , 5 0 0 , 6 9 4  
1 0 0 / 2 0 0  6 , 1 2 9 , 9 7 9  
1 0 0 / 3 0 0  3 9 1 , 8 1 6 , 3 9 6  
2 5 0 / 5 0 0  6 5 , 7 1 2 , 8 0 0  
3 0 0 / 3 0 0  4 1 , 6 8 0 , 2 8 6  
l O O O / l O O O  1 , 8 8 5 , 5 3 0  

P r i o r  
I LF* 
1 . 0 0  
1 . 1 5  
1 . 3 2  
1 . 3 4  
1 . 5 5  
1 . 5 3  
1 . 8 0  

3 0 / 6 0  
P r emi um 

2 8 1 , 8 6 4 , 8 5 7  
2 3 0 , 8 7 0 , 1 6 9  

4 , 6 4 3 , 9 2 3  
2 9 2 , 4 0 0 , 2 9 6  

4 2 , 3 9 5 , 3 5 5  
2 7 , 2 4 2 , 0 1 7  

1 , 0 4 7 , 5 1 7  

( 4  ) 

Curren t  
ILF 
1 . 0 0  
1 . 1 5  
1 . 3 3  
1 . 3 5  
1 . 5 7  
1 . 5 4  
1 . 8 3  

Premium 
2 8 1 , 8 6 4 , 8 5 7  

A l l  Other  1 2 , 6 1 1 , 0 7 2  1 . 1 9 8  1 0 , 5 2 6 , 7 7 1  1 . 2 0 2  1 2 , 6 5 3 , 1 7 9  
1 , 0 6 7 , 2 0 1 , 6 1 4  1 . 1 9 8  8 9 0 , 9 9 0 , 9 0 5  1 . 2 0 2  1 , 0 7 1 , 3 6 5 , 9 1 7  

Year Ending 1 2 / 3 1 / 2 0 0 5  
Volun ta ry  and Ceded Bodi ly  I n j u r y  - 3 0 / 6 0  base  

(1) ( 2 )  ( 3  ) ( 4 )  ( 5 )  
( 3 ) x ( 4 )  

L imi t  Of W r i t t e n  P r i o r  3 0 / 6 0  Cur ren t  T / L  
L i a b i l i t y  P r emi um I LF Premium I LF Premium 

3 0 / 6 0  2 8 7 , 0 7 9 , 1 4 0  1 . 0 0  2 8 7 , 0 7 9 , 1 4 0  1 . 0 0  2 8 7 , 0 7 9 , 1 4 0  
5 0 / 1 0 0  2 4 7 , 5 2 8 , 4 5 0  1 . 1 4  2 1 7 , 1 3 0 , 2 1 9  1 . 1 5  2 4 9 , 6 9 9 , 7 5 2  

~ 1 0 0 / 2 0 0  5 , 9 6 0 , 7 8 5  1 . 3 0  4 , 5 8 5 , 2 1 9  1 . 3 3  6 , 0 9 8 , 3 4 1  
'100 /300  3 6 9 , 8 1 7 , 3 7 4  1 . 3 2  2 8 0 , 1 6 4 , 6 7 7  1 . 3 5  3 7 8 , 2 2 2 , 3 1 4  
2 5 0 / 5 0 0  5 9 , 5 8 3 , 1 4 9  1 . 5 2  3 9 , 1 9 9 , 4 4 0  1 . 5 7  6 1 , 5 4 3 , 1 2 1  
3 0 0 / 3 0 0  3 6 , 8 5 2 , 7 7 7  1 . 5 0  2 4 , 5 6 8 , 5 1 8  1 . 5 4  3 7 , 8 3 5 , 5 1 8  
1 0 0 0 / 1 0 0 0  1 , 6 1 6 , 2 8 2  1 . 7 6  918 ,342  1 . 8 3  1 , 6 8 0 , 5 6 6  
A l l  Other  5 , 4 5 7 , 4 4 0  1 . 1 8 1  4 , 6 2 1 , 0 3 3  1 . 1 9 7  5 , 5 3 1 , 3 7 7  

1 , 0 1 3 , 8 9 5 , 3 9 7  1 . 1 8 1  8 5 8 , 2 6 6 , 5 8 8  1 . 1 9 7  1 , 0 2 7 , 6 9 0 , 1 2 9  

Year Ending 1 2 / 3 1 / 2 0 0 4  
Volun ta ry  and Ceded Bodi ly  I n j u r y  - 3 0 / 6 0  base  

(1) (21 ( 3  ) ( 4  ( 5 )  
( 3 ) x ( 4 )  

L imi t  Of W r i t t e n  P r i o r  3 0 / 6 0  Cur ren t  T / L  
L i a b i l i t y  Premium ILF Premium ILF Premium 

3 0 / 6 0  2 8 7 , 8 6 8 , 0 2 3  1 . 0 0  2 8 7 , 8 6 8 , 0 2 3  1 . 0 0  2 8 7 , 8 6 8 , 0 2 3  
50/ lOO 2 3 6 , 7 5 4 , 5 1 1  1 . 1 4  2 0 7 , 6 7 9 , 3 9 6  1 . 1 5  2 3 8 , 8 3 1 , 3 0 5  
1 0 0 / 2 0 0  6 , 6 2 1 , 0 9 6  1 . 3 0  5 , 0 9 3 , 1 5 1  1 . 3 3  6 , 7 7 3 , 8 9 1  
1 0 0 / 3 0 0  3 5 8 , 1 9 4 , 8 7 3  1 . 3 2  2 7 1 , 3 5 9 , 7 5 2  1 . 3 5  3 6 6 , 3 3 5 , 6 6 5  
2 5 0 / 5 0 0  5 4 , 8 6 9 , 0 8 6  1 . 5 2  3 6 , 0 9 8 , 0 8 3  1 . 5 7  5 6 , 6 7 3 , 9 9 0  
3 0 0 / 3 0 0  3 5 , 1 8 6 , 0 9 2  1 . 5 0  2 3 , 4 5 7 , 3 9 5  1 . 5 4  3 6 , 1 2 4 , 3 8 8  
1 0 0 0 / 1 0 0 0  1 , 4 9 9 , 7 5 9  1 . 7 6  8 5 2 , 1 3 6  1 . 8 3  1 , 5 5 9 , 4 0 9  
A l l  Other  5 , 2 8 1 , 1 7 1  1 . 1 7 9  4 , 4 7 9 , 3 6 5  1 . 1 9 4  5 , 3 4 8 , 3 6 2  

9 8 6 , 2 7 4 , 6 1 1  1 . 1 7 9  8 3 6 , 8 8 7 , 3 0 1  1 . 1 9 4  9 9 9 , 5 1 5 , 0 3 3  

* P r i o r  i n c r e a s e d  l i m i t s  f a c t o r s  f o r  y e a r  ending 1 2 / 3 1 / 2 0 0 6  a r e  a  weighted 
a v e r a g e  of  t h e  i n c r e a s e d  l i m i t s  f a c t o r s  e f f e c t i v e  5 / 1 5 / 2 0 0 6  and t h o s e  e f f e c t i v e  
p r i o r  t o  5 / 1 5 / 2 0 0 6 .  

G- 7  



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

CALCULATION OF AVERAGE INCREASED LIMITS FACTORS 

Year Ending 1 2 / 3 1 / 2 0 0 6  
Voluntary and Ceded Property Damage - $ 2 5 , 0 0 0  base 

(1) ( 2 )  ( 3 )  ( 4 )  ( 5 )  
( 3 ) x ( 4 )  

Limit Of Written Prior $ 2 5 , 0 0 0  Current T/L 
Liability Premium ILF P r emi urn I LF Premium 

2 5 , 0 0 0  2 8 3 , 6 6 6 , 2 4 1  1 . 0 0 0  2 8 3 , 6 6 6 , 2 4 1  1 . 0 0 0  2 8 3 , 6 6 6 , 2 4 1  
5 0 , 0 0 0  

1 0 0 , 0 0 0  
2 5 0 , 0 0 0  
3 0 0 , 0 0 0  
5 0 0 , 0 0 0  

1 , 0 0 0 , 0 0 0  
All Other 

Year Ending 1 2 / 3 1 / 2 0 0 5  
Voluntary and Ceded Property Damage - $ 2 5 , 0 0 0  base 

(1) ( 2 )  ( 3 )  ( 4  ( 5 )  
( 3 ) x ( 4 )  

Limit Of Written Prior $ 2 5 , 0 0 0  Current T/L 
Liability Premium ILF Premium ILF Premium - 2 5 , 0 0 0  2 9 4 , 8 5 1 , 7 5 1  1 . 0 0 0  2 9 4 , 8 5 1 , 7 5 1  1 . 0 0 0  2 9 4 , 8 5 1 , 7 5 1  

5 0 , 0 0 0  4 0 1 , 9 5 8 , 5 2 9  1 . 0 1 0  3 9 7 , 9 7 8 , 7 4 2  1 . 0 1 0  4 0 1 , 9 5 8 , 5 2 9  
1 0 0 , 0 0 0  1 4 8 , 9 1 1 , 5 6 9  1 . 0 3 0  1 4 4 , 5 7 4 , 3 3 9  1 . 0 3 0  1 4 8 , 9 1 1 , 5 6 9  
2 5 0 , 0 0 0  2 , 1 6 1 , 9 3 9  1 . 0 5 9  2 , 0 4 1 , 4 9 1  1 . 0 5 9  2 , 1 6 1 , 9 3 9  
3 0 0 , 0 0 0  1 9 2 , 8 4 9  1 . 0 6 9  1 8 0 , 4 0 1  1 . 0 6 9  1 9 2 , 8 4 9  
5 0 0 , 0 0 0  5 7 1 , 9 7 6  1 . 1 1 3  5 1 3 , 9 0 5  1 . 1 1 3  5 7 1 , 9 7 6  

1 , 0 0 0 , 0 0 0  201 ,574  1 . 2 0 2  1 6 7 , 6 9 9  1 . 2 0 2  2 0 1 , 5 7 4  
All Other 5 , 5 4 6 , 5 7 7  1 . 0 1 0  5 , 4 9 1 , 6 6 0  1 . 0 1 0  5 , 5 4 6 , 5 7 7  

8 5 4 , 3 9 6 , 7 6 4  1 . 0 1 0  8 4 5 , 7 9 9 , 9 8 8  1 . 0 1 0  8 5 4 , 3 9 6 , 7 6 4  

Year Ending 1 2 / 3 1 / 2 0 0 4  
Voluntary and Ceded Property Damage - $ 2 5 , 0 0 0  base 

(1) ( 2 )  ( 3 )  ( 4  ( 5 )  
( 3 ) x ( 4 )  

Limit Of Written Prior $ 2 5 , 0 0 0  Current T/L 
Liability Premium ILF Premium I LF Premium 

2 5 , 0 0 0  2 9 8 , 9 1 9 , 4 6 6  1 . 0 0 0  2 9 8 , 9 1 9 , 4 6 6  1 . 0 0 0  2 9 8 , 9 1 9 , 4 6 6  
5 0 , 0 0 0  3 7 6 , 1 5 0 , 1 9 2  

1 0 0 , 0 0 0  1 3 5 , 4 9 4 , 9 9 4  
2 5 0 , 0 0 0  1 , 8 8 1 , 3 5 2  
3 0 0 , 0 0 0  1 7 9 , 8 1 3  
5 0 0 , 0 0 0  478 ,039  

1 , 0 0 0 , 0 0 0  1 8 0 , 0 4 7  
All Other 1 7 , 1 2 0 , 7 8 6  

8 3 0 , 4 0 4 , 6 8 9  



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

CALCULATION OF AVERAGE INCREASED LIMITS FACTORS 
MEDICAL PAYMENTS 

Year Ending 12/31/2006 
Voluntary and Ceded Medical Payments - $500 Base 

(1) (2) (3 1 
(1) / (2) 

Written Prior B/L 
Limit Premium ILF Premium 

$500 1,352,201 1.00 1,352,201 
750 98,804 1.33 74,289 

1,000 38,744,057 1.60 24,215,036 
2,000 42,482,201 2.34 18,154,787 
3,000 200,182 2.79 71,750 
5,000 25,398,195 3.38 7,514,259 
10,000 7,591,259 3.86 1,966,647 

All Other 3,616,821 2.172 1,665,203 
Total 119,483,720 2.172 55,014,172 

Year Ending 12/31/2005 
Voluntary and Ceded Medical Payments - $500 Base 

(1) (2) (3) 
(1) / ( 2 )  

Written Prior B/L 
Limit Premium ILF Premium - $500 1,470, 933 1.00 1,470,933 

750 26,105 1.33 19,628 
1,000 38,691,496 1.60 24,182,185 
2,000 41,759,978 2.34 17,846,144 
3,000 144,274 2.79 51,711 
5,000 24,776,103 3.38 7,330,208 
10,000 6,899,979 3.86 1,787,559 

All Other 3,365,707 2.159 1,558,919 
Total 117,134,575 2.159 54,247,287 

Year Ending 12/31/2004 
Voluntary and Ceded Medical Payments - $500 Base 

(1) (2) (3 1 
(1) / (2) 

Written Prior B/L 
Limit Premium ILF Premium 

$500 1,463,553 1.00 1,463,553 
750 29,285 1.33 22,019 

1,000 37,712,449 1.60 23,570,281 
2,000 40,953,515 2.34 17,501,502 
3,000 109,838 2.79 39,368 
5,000 25,148,958 3.38 7,440,520 
10,000 6,544,758 3.86 1,695,533 

All Other 3,287,617 2.164 1,519,232 
Total 115,249,973 2.164 53,252,008 



SECTION H 

SUPPLEMENTAL MATERIAL 



NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

SUPPLEMENTAL MATERIAL 

North Carolina G.S. 58-36-15(h) specifies that the following information must 
be included in all policy form, rule and rate filings filed under Article 12B. 
11 NCAC 10.1104 specifies that additional detail be provided under each of 
these items. These materials are contained on the pages indicated. 

Item 

1. North Carolina earned premiums at actual and current 
rate levels; losses and loss adjustment expenses, 
each on a paid and incurred basis; the loss ratio 
anticipated at the time rates were promulgated for the 
experience period. 

2. Credibility factor development and application. 

3. Loss development factor derivation and application on 
both paid and incurred bases and in both dollars and 
numbers of claims. 

4. Trending factor development and application. 

5. Changes in premium base resulting from rating exposure 
trends. 

6. Limiting factor development and application. 

Page 

7. Overhead expense development and application of commission 
and brokerage, other acquisition expenses, general expenses, 
taxes, licenses and fees. H-538-542 

8. Percent rate change. H-54 3 

9. Final proposed rates. H-544 

10. Investment earnings, consisting of investment income and 
realized plus unrealized capital gains, from loss, loss 
expense and unearned premium reserves. H-545-615 

11. Identification of applicable statistical plans and 
programs and a certification of compliance with them 

12. Investment earnings on capital and surplus. H-622 

13. Level of capital and surplus needed to support premium 
writings without endangering the solvency of member 
companies. H-623 

14. Additional supplemental information (as per 11 NCAC 10.1104) H-624-659 



STATISTICAL DATA TO COMPLY WITH NORTH CAROLINA 
REQUIREMENTS FOR A PRIVATE PASSENGER RATE FILING 

AS PER 11 NCAC 10.1104 

1. NORTH CAROLINA EARNED PREMIUMS AT THE ACTUAL AND CURRENT RATE LEVEL 

LOSSES AND LOSS ADJUSTMENT EXPENSES, EACH ON PAID AND INCURRED BASES 
WITHOUT TRENDING OR OTHER MODIFICATION FOR THE EXPERIENCE PERIOD 

LOSS RATIOS ANTICIPATED AT THE TIME THE RATES WERE PROMULGATED FOR THE 
EXPERIENCE PERIOD 

(1) Earned premiums at collected and current levels. H-3-4 

(1) Paid/incurred losses and loss adjustment expense. H-5 

(1) Anticipated loss ratios. H-6 

(a) Companies excluded - rate level, trend, loss 
development, investment income and expenses. 

(b) Increased limits factors and deductible credits. H-8 

(c) Adjustments to premium, losses, loss adjustment 
expenses and exposures. 

(d) Calculation of earned premium at present rates. H-10 

(e) Written and earned premiums and market shares for H-11 
the ten largest writers. 

(f) Composite loss and premium information from each 
of the latest two annual statements for the 50 
largest writers. 

Part 2, lines 19 and 21 
Part 3, lines 19 and 21 
Page 15, lines 19.1, 19.2 and 21.1 

(g) Deviations 

(h) Dividends. 

(i) Loss and loss adjustment expenses. 

( j )  Excess losses (Comprehensive) 

(k) Territory data. 



Exhibit ( 1 ) 

NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 

EARNED PREMIUM 

I. EARNED PREMIUM AT COLLECTED LEVEL (a) 

Coverage 12/31/2004 12/31/2005 12/31/2006 

Bodily In jury $890,780,797 $916,042,073 $955,215,419 
Property Damage 886,032,611 909,714,426 935,446,018 
Medical Payments 116,870,870 118,458,720 122,163,766 
Uninsured Motorists 99,094,937 103,721,318 105,989,118 
Underinsured Motorists 59,253,461 61,115,924 64,938,507 

Comprehensive 
Collision 

11. EARNED PREMIUM AT CURRENT LEVEL (a) 

Coverage 12/31/2004 12/31/2005 12/31/2006 

Bodily Injury $992,624,022 1,020,545, 981 $1,040,993,264 
Property Damage 903,009,184 928,848,709 948,151,245 
Medical Payments 145,253,380 147,208,550 149,912,585 
Uninsured Motorists 100, 624,428 103,721,318 105,989,118 
Underinsured Motorists 75,414,867 77,735,848 79,435,482 

Comprehensive 
Collision 

(a) Liability premiums are at 30/60 level for Bodily Injury, $25,000 for 
Property Damage, Total Limits for Medical Payments and Underinsured 
Motorists, and 30/60/25 for Uninsured Motorists. For Comprehensive 
premiums, Full Coverage, $50, $100, $250, $500 and $1,000 Deductibles are 
included. For Collision, $50, $100, $200, $250, $500 and $1,000 
Deductibles are included. Premiums at current level are earned premiums 
at present voluntary manual rates. Premiums at collected level are the 
earned premiums at present voluntary manual rates adjusted to a collected 
level. The collected level factors are as follows: 

BI 0.8974 0.8976 0.9176 
P D 0.9812 0.9794 0.9866 
M P 0.8046 0.8047 0.8149 
UM 0.9848 1.0000 1.0000 
UIM 0.7857 0.7862 0.8175 
Comp 1.0489 1.1246 1.1571 
Coll 1.0849 1.1597 1.1531 

Physical Damage premiums are untrended. 

Liability, Uninsured Motorists, and Underinsured Motorists data is 
Voluntary and Ceded combined. Physical Damage data is Voluntary and 
Consent to Rate combined. 



NORTH CAROLINA 
MOTORCYCLE INSURANCE 

I. EARNED PREMIUM AT COLLECTED LEVEL (a) 

Year Liability (b) - 

12/31/2004 23,453,046 

12/31/2005 26,245,060 

12/31/2006 25,349,453 

11. EARNED PREMIUM AT CURRENT LEVEL (a) 

Year Liability (b) - 

12/31/2004 21,778,264 

12/31/2005 24,569, 977 

12/31/2006 24,908,420 

(a) Earned premium at collected level are the earned premiums shown on page 
H-542. Earned premium at current level are the earned premium at 
collected level adjusted to a current level. The factors to convert to 
a current level are: 

- Liability 0.9286 0.9362 0.9826 

(b) Voluntary and ceded business combined. 



Year 

NORTH CAROLINA 
VOLUNTARY AND CEDED 

PAID/INCURRED LOSSES AND ALLOCATED LOSS ADJUSTMENT EXPENSE 

Paid Losses (a) 

Bodily Injury 

Property Damage 

Medical Payments 

Incurred Losses (a) 

(a) Paid and incurred losses are undeveloped and on a total limits basis, and 
do not include unallocated loss adjustment expense. These expenses are 
reflected via a factor. For Bodily Injury and Medical Payments these 
factors are 11.3%, 12.8%, and 12.7% for year ended 12/31/2004, 12/31/2005 
and 12/31/2006 respectively. For Property Damage, these factors for each 
year are 12.6%, 12.2%, and 11.1% respectively. See page H-539. 



NORTH CAROLINA 

ANTICIPATED LOSS AND LOSS ADJUSTMENT EXPENSE RATIOS 

PRIVATE PASSENGER AUTO 

Coveraae 

Bodily Injury 
Property Damage 
Medical Payments 
Uninsured Motorists (a) 
Underinsured Motorists (a) 
Comprehensive 
Collision 

MOTORCYCLES 

Coverage 

Liability (a) 

(a) Voluntary and ceded business combined. 



Exhibit (1) (a) 

NORTH CAROLINA PRIVATE PASSENGER AUTOMOBILE INSURANCE 

EXCLUDED COMPANIES 

(The marketshare for each company mentioned, based on the total 2006 page 15 
private passenger automobile written premium unless otherwise indicated, is 
found in parentheses after the company name.) 

Universal Insurance Co. (0.79%) has been excluded from loss development for 
all years. Their data were inaccurately reported to their statistical agent. 

IS0 Minimum Plan companies have been excluded from trend and loss development. 
Data reported under this plan is not available in sufficient detail to allow 
its inclusion. The companies which reported data under this plan for 2004- 
2006 are St. Paul Fire and Marine Insurance Co. (0.00%), St. Paul Mercury 
Insurance Co. (0.00%), St. Paul Guardian Insurance Co. (0.00%), American 
Southern Insurance Co. (0.07%), Builders Mutual Insurance Company (0.01%), 
Church Mutual Insurance Company (0.00%), Merastar Insurance Co. (0.03%), and 
Yasuda Fire and Marine insurance Co. (0.00%). 

Ohio Casualty Insurance Co. (0.16%) has been excluded from the loss 
development split between voluntary and ceded business for the 1993, 1994, and 
1995 accident years. They did not properly distinguish between voluntary and 
ceded business in their reporting of the 1993, 1994, and 1995 accident years. 

Great American Insurance Co. (0.00%), American Alliance Insurance Co. (0.00%), 
American Spirit Insurance Co. (0.00%), Eagle American Insurance Co. (O.OO%), 
American National Fire Insurance Co. (0.00%), Worldwide Insurance Company 
(0.0%), and Agricultural Insurance Co. (0.00%) have been excluded from loss 
development for 2000 and prior. Their data were inaccurately reported to 
their statistical agent, and corrected data were not provided. 

Southern Insurance Company of Virginia (0.09%), companies from Royal Insurance 
Group (0.00%), and companies from Allmerica Financial Group (0.06%), and have 
been excluded from all Physical Damage rate levels. Their data were 
inaccurately reported to their statistical agent, and corrected data have not 
been provided. 

Electric Insurance Company (0.07%) has been excluded from all liability rate 
levels. Their data were inaccurately reported to their statistical agent. 

Cincinnati Insurance Co. (0.08%), Insurance Corporation of Hannover (0.00%), 
Harbor Specialty Insurance Company (0.0%), Safeco Insurance Co. (0.00%), 
Safeco Insurance Company of America (0.06%), First National Insurance Company 
of America (0.09%), Auto Owners Insurance Co. (0.58%), Owners Insurance Co. 
(0.22%), and Mutual Service Casualty Insurance Co. (0.00%) have been deleted 
for all rate levels. Their data were inaccurately reported to their 
statistical agents. 



Exhibit (1) (b) 

The increased limits review is contained in Section G. 

See also prefiled testimony of P. Woods and M. Miller. 



Exhibit (1) (c) 

NORTH CAROLINA 
PRIVATE PASSENGER AUTOMOBILE INSURANCE 
ADJUSTMENTS TO PREMIUMS AND LOSSES 

Physical Damage required base class premiums per exposure were adjusted to 
reflect the effects of model year trend and "symbol drift". The factors used 
and their application are shown and described on pages C-7 and C-8. 

The liability losses were adjusted by loss development factors to place them 
on an ultimate settlement basis. The factors used and their application are 
shown on pages C-1, C-3, and C-5. 

The Physical Damage losses have been adjusted by a paid-to-incurred factor 
based on the data contained in Page 15 of the Annual Statement. The factors 
used and their application are shown on pages C-7, C-9, and C-11. 

In addition, the Comprehensive losses have been adjusted to incorporate a 
long-term excess wind and water factor of 1.062 and to exclude excess wind and 
water losses in the year in which they occur. The development of the 
Comprehensive losses is shown on RB-8. 





EXHIBIT (1) (e) 

TOP TEN AUTOMOBILE INSURANCE WRITERS 

COMPANY NAME 

STATE FARM MUTUAL AUTO INS CO 
NATlONWlDE MUTUAL INS CO 
N C FARM BUREAU MUTUAL INS CO 
INTEGON NATIONAL INS CO 
ALLSTATE INDEMNITY COMPANY 
ALLSTATE INSURANCE COMPANY 
GOVERNMENT EMPLOYEES INS CO 
NATIONWIDE PROP 8 CAS INS CO 
NATIONWIDE MUTUAL FIRE INS CO 
UNITED SERVICES AUTOMOBILE ASSOC 

T 
2 
2 

TOTAL 

Grand Total 

2006(a) 
WRITTEN PREMIUM 

2006 
WRlll'EN PREMIUM 

MARKET SHARE 
2006 (a) 

EARNED PREMIUM 

2006 
EARNED PREMIUM 
MARKET SHARE 

(a) Per the 2006 Annual Statement, Statutory Page 14. 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5 Comm multi peril 
6 Mortgage guaranty 
8 Ocean marine 
9 Inland marine 

10 Financial guaranty 
11 Medical malpractice 
12 Earthquake 
13 Group A & H 
14 Credit A & H 
15 Other A & H 
16 Worker's comp 
17 Other liability 
18 Products liability 
19 Auto liability 
21 Auto phys. damage 
22 A;-:raft 
23 /:lity 
24 S ~ ~ e t y  
26 Burglary + theft 
27 Boiler and machinery 
28 Credit 
29 International 
30 Reinsurance 
31 Miscellaneous 
3 2 TOTALS 

NORTH CAROLINA 
PERSONAL AUTO LIABILITY INSURANCE 
AGGREGATE ANNUAL STATEMENT DATA 

TOP 50 AUTO INSURERS BASED ON 2006 WRITTEN PREMIUM 

2005 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 2 - PREMIUMS EARNED 

Unearned Unearned 
Net Premiums Premiums Net 

Premiums Previous Current Earned 
Written Year Year Premiums 



Fire 
Allied lines 
Farmowners 
Homeowners 
Comm multi peril 
Mortgage guaranty 
Ocean marine 
Inland marine 
Financial guaranty 
Medical malpractice 
Earthquake 
Group A & H 
Credit A & H 
Other A & H 
Worker's comp 
Other liability 
Products liability 
Auto liability 
Auto phys. damage 
Aj rcraf t 
-1ity 
s-,ety 
Burglary + theft 
Boiler and machinery 
Credit 
International 
Reinsurance 
Miscellaneous 

TOTALS 

NORTH CAROLINA 
PERSONAL AUTO LIABILITY INSURANCE 
AGGREGATE ANNUAL STATEMENT DATA 

TOP 50 AUTO INSURERS BASED ON 2006 WRITTEN PREMIUM 

2006 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 2 - PREMIUMS EARNED 

Unearned Unearned 
Net Premiums Premiums Net 

Premiums Previous Current Earned 
Written Year Year Premiums 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5 Comm multi peril 
6 Mortgage guaranty 
8 Ocean marine 
9 Inland marine 
10 Financial guaranty 
11 Medical malpractice 
12 Earthquake 
13 Group A & H 
L4 Credit A & H 
L5 Other A & H 
L6 Worker s comp 
L7 Other liability 
L8 Products liability 
L9 Auto liability 
11 Auto phys. damage 
12 Ai -craft 
! 3  +lity 
!4 S~,ety 
! 6  Burglary + theft 
!7  Boiler and machinery 
18 Credit 
19 International 
: 0 Reinsurance 
;1 Miscellaneous 
8 2 TOTALS 

NORTH CAROLINA 
PERSONAL AUTO PHYSICAL DAMAGE INSURANCE 

AGGREGATE ANNUAL STATEMENT DATA 
TOP 50 AUTO INSURERS BASED ON 2006 WRITTEN PREMIUM 

2005 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 2 - PREMIUMS EARNED 

Unearned Unearned 
Net Premiums Premiums Net 

Premiums Previous Current Earned 
Written Year Year Premiums 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5  Comm multi peril 
6  Mortgage guaranty 
8 Ocean marine 
9 Inland marine 

L O  Financial guaranty 
L1 Medical malpractice 
12 Earthquake 
L3 Group A & H 
!4 Credit A & H 
- 5  Other A & H 
- 6  Worker ' s comp 
-7  Other liability 
- 8  Products liability 
- 9  Auto liability 
!1 Auto phys. damage 
!2 A; -craft 
!3 T l i t y  
!4  S~,ety 
! 6  Burglary + theft 
! 7  Boiler and machinery 
! 8  Credit 
19 International 
; 0  Reinsurance 

Miscellaneous 
t 2  TOTALS 

NORTH CAROLINA 
PERSONAL AUTO PHYSICAL DAMAGE INSURANCE 

AGGREGATE ANNUAL STATEMENT DATA 
TOP 5 0  AUTO INSURERS BASED ON 2006  WRITTEN PREMIUM 

2006  UNDERWRITING AND INVESTMENT EXHIBIT 

PART 2  - PREMIUMS EARNED 

Unearned Unearned 
Net Premiums Premiums Net 

Premiums Previous Current Earned 
Written Year Year Premiums 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5 Comrn multi peril 
6 Mortgage guaranty 
8 Ocean marine 
9 Inland marine 
10 Financial guaranty 

X 11 Medical malpractice 
I 12 Earthquake 

+- 13 Group A & H 
m 14 Credit A & H 

15 Other A & H 
16 Worker's comp 
17 Other liability 
18 Products liability 
19 Auto liability 
21 Auto phys. damage 
22 Aircraft 
23 Fidelity 
24 Surety 
26 Burglary + theft 
27 Boiler and machinery 
28 Credit 
29 International 
30 Reinsurance 
31 Miscellaneous 
3 2 TOTALS 

NORTH CAROLINA 
PERSONAL AUTO LIABILITY INSURANCE 
AGGREGAT I TNUAL STATEMENT DATA 

TOP 50 AUTO INSUREr,,-BASED ON 2006 WRITTEN PREMIUM 

2005 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 3 - LOSSES PAID AND INCURRED 

Losses Paid Less Salvage Net Losses Net Losses Losses 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Unpaid Unpaid Incurred 
Direct Reinsurance Reinsurance Net Current Previous Current 
Business Assumed Ceded Payments Year Year Year 



NORTH CAROLINA 

Fire 
Allied lines 
Farmowners 
Homeowners 
Comm multi peril 
Mortgage guaranty 
Ocean marine 
Inland marine 
Financial guaranty 
Medical malpractice 
Earthquake 
Group A & H 
Credit A & H 
Other A & H 
Worker s . comp 
Other liability 
Products liability 
Auto 1iabil.ity 
Auto phys. damage 
Aircraft 
Fidelity 
Surety 
Burglary + theft 
Boiler and machinery 
Credit 
International 
Reinsurance 
Miscellaneous 

TOTALS 

PERSONAL AT TO LIABILITY INSURANCE 
AGGREGAT INUAL STATEMENT DATA 

TOP 5 0  AUTO INSUREh- 1 'BASED ON 2 0 0 6  WRITTEN PREMIUM 

2 0 0 6  UNDERWRITING AND INVESTMENT EXHIBIT 

PART 3 - LOSSES PAID AND INCURRED 

Losses Paid Less Salvage Net Losses 
Unpaid 

Direct Reinsurance Reinsurance Net Current 
Business Assumed Ceded Payments Year 

Net Losses 
Unpaid 
Previous 
Year 

Losses 
Incurred 
Current 
Year 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5 Comm multi peril 
6 Mortgage guaranty 
8 Ocean marine 
9 Inland marine 
10 Financial guaranty 
11 Medical malpractice 
12 Earthquake 

LC 13 Group A & H 
I 14 Credit A & H 
F 
m 15 Other A & H 

16 Worker's comp 
17 Other liability 
18 Products liability 
19 Auto liability 
21 Auto phys. damage 
22 Aircraft 
23 Fidelity 
24 Surety 
26 Burglary + theft 
27 Boiler and machinery 
2 8  Credit 
29 International 
30 Reinsurance 
31 Miscellaneous 
3 2 TOTALS 

TOP 

- - - - - - - - - -  
Direct 
Business 

NORTH CAROLINA 
PERSONAL AUTO HYSICAL DAMAGE INSURANCE 

AGGREGATI NUAL STATEMENT DATA 
50 AUTO INSUREk 1 -'BASED ON 2006 WRITTEN PREMIUM 
2005 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 3 - LOSSES PAID AND INCURRED 

Losses Paid Less Salvage Net Losses 
Unpaid 

Reinsurance Reinsurance Net Current 
Assumed Ceded Payments Year 

Net Losses 
Unpaid 
Previous 
Year 

Losses 
Incurred 
Current 
Year 



1 Fire 
2 Allied lines 
3 Farmowners 
4 Homeowners 
5 Comm multi peril 
6 Mortgage guaranty 
8 Ocean marine 
9 Inland marine 
10 Financial guaranty 
11 Medical malpractice 
12 Earthquake 

3: 13 Group A & H 

I 14 Credit A & H 

r 15 Other A & H 
u3 16 Worker's comp 

17 Other liability 
18 Products liability 
19 Auto liability 
21 Auto phys. damage 
22 Aircraft 
23 Fidelity 
24 Surety 
26 Burglary + theft 
27 Boiler and machinery 
28 Credit 
29 International 
30 Reinsurance 
31 Miscellaneous 
3 2 TOTALS 

NORTH CAROLINA 
PERSONAL AUTO DHYSICAL DAMAGE INSURANCE 

AGGREGAT 'NUAL STATEMENT DATA 
TOP 50 AUTO 1:NSUREh 1 BASED ON 2006 WRITTEN PREMIUM 

2006 UNDERWRITING AND INVESTMENT EXHIBIT 

PART 3 - LOSSES PAID AND INCURRED 

Losses Paid Less Salvage Net Losses 
Unpaid 

Direct Reinsurance Reinsurance Net Current 
Business Assumed Ceded Payments Year 

Net Losses 
Unpaid 
Previous 
Year 

Losses 
Incurred 
Current 
Year 



EXHIBIT (1) (f) (iii) 

2006 NORTH 

Written Premium 

Earned Premium 

Dividends 

Unearned Prem Reserves 

Losses Paid 

Losses Incurred 

Losses Unpaid 

Alloc. Adj. Exp. Paid 

Alloc Adj. Exp. Incurred 

Alloc. Adj. Exp. Unpaid 

Commissions 

Taxes 

(a) Top 50 Writers 
H-20 

2005 NORTH 

Written Premium 

Earned Premium 

Dividends 

Unearned Prem Reserves 

Losses Paid 

Losses Incurred 

Losses Unpaid 

Alloc. Adj. Exp. Paid 

Alloc Adj. Exp. Incurred 

Alloc. Adj. Exp. Unpaid 

Commissions 

Taxes 

CAROLINA PRIVATE PASSENGER 

Liability 
(19.1) 

$ 471,194 

220,091 

0 

251,103 

78,890 

191,872 

122,756 

615 

3,994 

3,095 

56,627 

37,163 

CAROLMA PRIVATE 

Liability 
(19.1) 

$ -15 

6,484 

0 

-6 

1,570,047 

1,985,923 

2,786,527 

365,052 

529,465 

608,069 

120,131 

-380,559 

AUTOMOBILE 

Liability 
(19.2) 

$2,256,484,695 

2,195,982,663 

5,009,679 

641,013,898 

1,492,943,162 

1,623,398,256 

1,381,322,630 

35,298,441 

30,916,900 

124,697,542 

220,676,97 1 

47,032,541 

INSURANCE (a) 

Physical Damage 
(21.1) 

$ 1,726,356,441 

1,757,385,877 

4,562,392 

461,846,164 

939,136,077 

942,28 1,934 

77,301,917 

3,599,665 

4,158,764 

3,918,584 

177,862,472 

35,186,893 

PASSENGER AUTOMOBILE 

Liability 
(19.2) 

$ 2,155,032,359 

2,155,501,460 

4,728,903 

590,413,355 

1,433,248,688 

1,491,465,361 

1,363,207,748 

33,400,750 

38,764,977 

134,298,324 

21 6,905,243 

49,001,628 

INSURANCE (a) 

Physical Damage 
(21.1) 

$ 1,763,768,932 

1,743,234,141 

4,012,405 

495,477,790 

863,2 16,406 

856,346,408 

78,111,928 

1,837,603 

1,138,744 

3,444,562 

179,927,857 

39,580,327 
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