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March 25, 2020

Honorable Mike Causey

Commissioner of Insurance

North Carolina Department of Insurance
P. O. Box 26387

Raleigh, North Carolina 27611

Re:  Revision of Automobile Insurance Rates -
Other Than “Clean Risks” Private Passenger Autos
and Motorcycles
Dear Sir:

Enclosed herewith for filing on behalf of the member companies of the North Carolina
Reinsurance Facility are revised premium rates for bodily injury and property damage liability
insurance for non-fleet private passenger automobiles and motorcycles ceded to the Reinsurance
Facility and revised premium rates for medical payments insurance for non-fleet private passenger
automobiles ceded to the Reinsurance Facility. The rates set forth and supported in the enclosed
materials apply only to ceded risks other than "clean risks" as defined in G.S. 58-37-35(1). The
rates for “clean risks” ceded to the Reinsurance Facility and the rates for uninsured and combined
uninsured/underinsured motorists coverages ceded to the Reinsurance Facility are not affected by
this filing.

Rates established hereby reflect consideration duly given to data for the experience period set forth
herein. Included in the enclosed materials are statistical data supporting and explaining rate levels
varying by territory within the State according to loss experience within each territory. The filing
presents and supports (1) effective statewide rate level changes for non-fleet private passenger
automobiles of 0.5% for bodily injury, 5.8% for property damage and 0.0% for medical payments,
for an overall average statewide rate level change of 3.1% for the stated coverages, and (2) an
effective overall average statewide rate level change of 3.2% for motorcycles.

Information and statistical data required pursuant to G.S. 58-36-15(h) and information and
statistical data described in 11 NCAC 10.1104 are contained in Section F to the extent currently
available. In addition, the pre-filed testimony of (a) Raymond F. Evans, Jr. - North Carolina
Reinsurance Facility; (b) Raul Retian - Insurance Services Office; and (c) Alyssa Irving -
Wellington Management Company, LLP, is submitted herewith.

2910 Sumner Boulevard ¢ Raleigh NC 27616 « (919) 783-9790  www.ncrb.org



The revised rates set forth herein, which apply only to ceded risks other than "clean risks," will
become effective October 1, 2020 in accordance with the following Rule of Application:

These changes are applicable to all policies becoming effective on or after
October 1, 2020. No policy effective prior to October 1, 2020 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, 2020.

Sincerely,

ﬂ%/ R lins oo

Terry Collins
Chief Operating Officer
North Carolina Reinsurance Facility

Enclosures
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SECTION A

SUMMARY OF REVISION



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
CEDED LIABILITY COVERAGES

SUMMARY OF STATEWIDE RATE LEVEL INDICATIONS

TOTAL LIMITS INDICATED FILED
COVERAGE PREMIUM WEIGHT(A) CHANGE CHANGE
Ceded Liability(B):
Bodily Injury (C) $145,612 0.5% 0.5%
Property Damage(C) 152,371 6.2% 5.8%
Medical Payments 7,926 -7.6% 0.0%
Ceded Total(D) 305,909 3.1% 3.1%

(A) In Thousands.
(B) Includes only ceded business written at Other-Than-Clean Risk rates.
(C) Indicated changes are combined for basic and higher limits.
Indicated BI higher limits change = +2.4%
Indicated PD higher limits change = +0.5%
(D) Ceded Total represents overall effect for the coverages listed.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
FILED TERRITORY RATE LEVEL CHANGES BY COVERAGE

Terr. 30/60 $25,000 30/60/25 $500
Code B.l. P.D. Combined Med. Pay.(A)
110 3.8% 6.2% 5.2% 0.0%
120 1.7% 5.2% 3.5% 0.0%
130 -0.4% 5.9% 2.6% 0.0%
140 -0.6% 5.3% 2.1% 0.0%
150 8.2% 6.0% 7.0% 0.0%
170 6.8% 6.6% 6.7% 0.0%
180 2.0% 5.9% 4.2% 0.0%
190 -1.7% 4.2% 1.6% 0.0%
200 -0.4% 3.1% 1.4% 0.0%
210 3.5% 10.4% 7.0% 0.0%
220 -0.3% 6.1% 2.5% 0.0%
230 0.5% 5.3% 2.5% 0.0%
240 -1.5% 5.6% 1.6% 0.0%
250 1.0% 3.3% 2.2% 0.0%
260 -0.4% 5.8% 2.8% 0.0%
270 0.0% 5.6% 3.3% 0.0%
280 0.3% 6.1% 3.4% 0.0%
290 -2.2% 6.2% 2.3% 0.0%
300 0.0% 6.4% 3.9% 0.0%
310 3.4% 7.8% 6.0% 0.0%
320 -1.0% 5.9% 2.7% 0.0%
340 1.4% 5.7% 3.7% 0.0%
350 1.5% 5.7% 3.9% 0.0%
360 0.4% 4.2% 2.4% 0.0%
370 0.4% 5.4% 3.1% 0.0%
380 -1.6% 5.3% 1.9% 0.0%
390 -0.4% 6.0% 3.3% 0.0%
420 1.4% 4.7% 3.0% 0.0%
440 4.8% 8.2% 6.6% 0.0%
450 -4.7% 5.3% 0.3% 0.0%
460 -0.4% 5.6% 2.9% 0.0%
470 0.4% 6.0% 3.2% 0.0%
480 1.7% 6.2% 4.2% 0.0%
490 0.0% 7.5% 4.4% 0.0%
STATEWIDE 0.5% 5.8% 3.3% 0.0%

(A) For medical payments, no changes to the current base rates are being proposed.



SECTION B

MATERIAL TO BE IMPLEMENTED



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE

FILED BASE RATES - CEDED OTHER-THAN-CLEAN RISK LIABILITY

Terr $30,000/60,000 $25,000 $500
Code Bodily Injury Property Damage Medical Payments(A)
110 $190 $258 $ 20
120 233 242 25
130 258 253 27
140 333 296 43
150 277 316 30
170 221 273 23
180 249 321 30
190 233 326 26
200 266 297 33
210 234 254 24
220 311 260 31
230 367 256 34
240 326 262 32
250 316 342 39
260 258 294 28
270 206 321 23
280 300 364 39
290 271 345 31
300 191 314 21
310 181 276 17
320 199 251 19
340 287 333 35
350 206 279 22
360 240 272 27
370 278 330 31
380 300 337 29
390 236 351 23
420 432 420 62
440 305 358 34
450 327 355 31
460 228 302 23
470 263 281 24
480 180 241 18
490 170 257 19

(A) For medical payments, no changes to the current base rates are being proposed.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE

DETERMINATION OF RATES TO BE CHARGED INDIVIDUAL INSUREDS

Liability and Medical Payments Rates

Page B-1 shows the liability and medical payments base rates by territory, given the filed rate
level changes. These pages set forth the filed manual rates, for their respective sets of
territories, 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 revisions to classification rate differentials.
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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 other than "clean risks" ceded to the North Carolina Reinsurance
Facility, determine the appropriate premium by applying the following factors to the
applicable ceded private passenger bodily injury and property damage rates. For
Uninsured Motorists Coverage and Combined Uninsured/Underinsured Motorists
Coverage, charge the applicable private passenger premium shown in Rule 14.
Medical Payments coverage for these vehicles is not eligible for cession to the

North Carolina Reinsurance Facility.

Engine Size Bodily Injury and
in Cubic Property Damage
Centimeters (cc) Liability
0-499 12%
500-1249 19%
1250-1499 28%
1500-up 36%
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SUPPORTING EXPERIENCE



NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE
LIABILITY COVERAGES

STATEWIDE RATE REVIEW
ACCIDENT YEAR ENDED 12/31/2018

Ceded Business - Risks Written at Other-Than-Clean Risk Rates All Carriers
30/60 $25,000 Total Limits
Bodily Injury Property Dam.  Med. Pay.
(1) Reported Incurred Losses and Allocated Loss Adjustment Expense (a) $72,265,318 $94,274,092  $4,591,070
(2) Loss Development Factor (b) 1.118 1.044 1.066
(3) Developed Losses and ALAE (1)x(2) 80,792,626 98,422,152 4,894,081
(4) Unallocated Loss Adjustment Expense Factor (See page D-17) 0.127 0.118 0.127
(5) Unallocated Loss Adjustment Expense (3)x(4) 10,260,664 11,613,814 621,548
(6) General and Other Acquisition Expenses (c) 17,622,799 20,421,408 1,162,753
(7) Earned Exposures (a) 334,084 334,084 146,206
(8) Incurred Claims (a) 10,317 28,596 3,160
(9) Claim Development Factor (d) 0.999 1.020 1.060
(10) Developed Claims (9)x(10) 10,307 29,168 3,350
(11) Average Annual Change in Losses and ALAE (See page D-7) 2.9% 4.0% -1.0%
(12) Average Annual Change in Expenses (See page D-6) 2.5% 2.5% 2.5%
(13) Years of Trend - Losses and ALAE (e) 3.04 3.04 3.04
(14) Years of Trend - ULAE (f) 3.04 3.04 3.04
(15) Years of Trend - G & OA Expenses (g) 2.75 2.75 2.75
(16) Projected Losses and ALAE (e) 88,144,755 110,921,765 4,747,259
(17) Projected ULAE (f) 11,060,996 12,519,691 670,029
(18) Projected Losses and LAE per exposure [[(16)+(17)1/(7)] 296.95 369.49 37.05
(19) Projected G & OA Expenses (g) 18,856,395 21,850,907 1,244,146
(20) Projected Fixed Expenses per exposure [(19)/(7)] 56.44 65.41 8.51
(21) Projected Loss, LAE and Expenses Per Exposure [(18)+(20)] 353.39 434.90 45.56
(22) Percentage Dividends (h) 0.00% 0.00% 0.00%
(23) Permissible Loss, LAE and G & OA Expense Ratio (See page D-17) 0.878 0.878 0.878
(24) Adjustment Factor for Increase in MVR and Salvage Title Fees and Sales
Tax on Labor Costs (i) 1.0000 1.0000 1.0000
(25) Investment Income (j) 1.7% 1.7% 1.7%
(26) Installment Income (j) 1.2% 1.2% 1.2%
(27) Premium Required per exposure [(21)/((23)+(25)+(26)-(22))]x(24) 389.63 479.49 50.23
(28) Distributional Adjustment Factor (k) 1.631 1.633 2.085
(29) Required 30/60/25 Base Class Premium [(27)/(28)] 238.89 293.63 24.09
(30) Selected Higher Limits Change (See Section E) 2.4% 0.5%
(31) Required 30/60/25 Base Class Premium [(29)x(1.0+(30))] 244.62 295.10 24.09
(32) Indicated Total Limits Change (l) 0.5% 6.2% -7.6%
(33) Selected Base Class Premium (m) 244.62 293.85 26.01
(34) Effective Total Limits Change (See pages C-7, C-8, C-9) 0.5% 5.8% 0.0%

C-1



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
LIABILITY COVERAGES

STATEWIDE RATE REVIEW
ACCIDENT YEAR ENDED 12/31/2018

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

(b) Loss development factors are based on three-year averages through 63 months of development
for Bodily Injury, Property Damage and Medical Payments. See pages D-11-13.

(c) The general expenses and other acquisition expenses have been calculated to be 5.4% and 7.7%,
respectively, of the combined Voluntary and Ceded manual earned premium. These expenses
are allocated between the Voluntary and Ceded business based on the Voluntary and Ceded
premium distribution. See pages D-20 and D-21.

(d) Claim development factors are to 63 months for Bodily Injury, Property Damage and Medical
Payments. See pages D-14-16.

(e) Projected losses and allocated loss adjustment expenses =
(13)
[(B)x (1+(11)) 1, where (13) = the number of years of projection from the average date of
accident to 7/16/2021.

(f) Projected unallocated loss adjustment expenses =
(14)
[(B) x (1 +(12)) ], where (14) = the number of years of projection from 7/1/2018 to 7/16/2021.

(g) Projected general and other acquisition expenses =
(15)
[(6) x (1 +(12)) ], where (15) = the number of years of projection from 7/1/2018 to 4/1/2021.

(h) Selected value.

(i) Estimated effect of the increase in fees for motor vehicle reports and salvage titles and
implementation of sales tax on labor costs effective 3/1/2016.

(i) Investment income, (25), is the average rate of investment return as a percent of direct market
earned premium as calculated on page D-25 and Installment Income, (26), is the latest five year
average installment income as a percent of direct earned premium as calculated on page D-26.

(k) Distributional adjustment factor = Average Rate / Base Rate. See page C-14.

() The indicated total limits change is the overall change resulting from the distribution of the statewide
required base class premium in line (31) to the territories. See prefiled testimony of R. Retian.

(m) The base class premium for medical payments was selected in order to achieve no change to the
current rates for that coverage. The base class premium for property damage liability was selected
accordingly in order to achieve the same overall effective rate level change as indicated for bodily
injury, property damage and medical payments coverages combined.
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NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE

LIABILITY COVERAGES

STATEWIDE RATE REVIEW

ACCIDENT YEAR ENDED 12/31/2017

Ceded Business - Risks Written at Other-Than-Clean Risk Rates All Carriers
30/60 $25,000 Total Limits
Bodily Injury Property Dam.  Med. Pay.
(1) Reported Incurred Losses and Allocated Loss Adjustment Expense (a) $84,446,671 $95,398,309 $5,366,236
(2) Loss Development Factor (b) 1.034 1.005 1.024
(3) Developed Losses and ALAE (1)x(2) 87,317,858 95,875,301 5,495,026
(4) Unallocated Loss Adjustment Expense Factor (See page D-18) 0.116 0.103 0.116
(5) Unallocated Loss Adjustment Expense (3)x(4) 10,128,872 9,875,156 637,423
(6) General and Other Acquisition Expenses (c) 16,558,889 18,341,497 1,195,754
(7) Earned Exposures (a) 341,316 341,316 159,392
(8) Incurred Claims (a) 10,884 28,457 3,695
(9) Claim Development Factor (d) 1.004 1.002 1.015
(10) Developed Claims (9)x(10) 10,928 28,514 3,750
(11) Average Annual Change in Losses and ALAE (See page D-7) 2.4% 3.2% -1.7%
(12) Average Annual Change in Expenses (See page D-6) 2.5% 2.5% 2.5%
(13) Years of Trend - Losses and ALAE (e) 4.04 4.04 4.04
(14) Years of Trend - ULAE (f) 4.04 4.04 4.04
(15) Years of Trend - G & OA Expenses (g) 3.75 3.75 3.75
(16) Projected Losses and ALAE (e) 96,136,962 108,914,342 5,126,859
(17) Projected ULAE (f) 11,192,404 10,912,047 704,352
(18) Projected Losses and LAE per exposure [[(16)+(17)1/(7)] 314.46 351.07 36.58
(19) Projected G & OA Expenses (g) 18,165,102 20,120,623 1,311,742
(20) Projected Fixed Expenses per exposure [(19)/(7)] 53.22 58.95 8.23
(21) Projected Loss, LAE and Expenses Per Exposure [(18)+(20)] 367.68 410.02 44 .81
(22) Percentage Dividends (h) 0.00% 0.00% 0.00%
(23) Permissible Loss, LAE and G & OA Expense Ratio (See page D-18) 0.877 0.877 0.877
(24) Adjustment Factor for Increase in MVR and Salvage Title Fees and Sales
Tax on Labor Costs (i) 1.0000 1.0000 1.0000
(25) Investment Income (j) 1.7% 1.7% 1.7%
(26) Installment Income (j) 1.2% 1.2% 1.2%
(27) Premium Required per exposure [(21)/((23)+(25)+(26)-(22))]x(24) 405.83 452.56 49.46
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(a)
(b)

(c)

(d)

(e)

(f)

(9)

(h)

(i)

)

NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
LIABILITY COVERAGES

STATEWIDE RATE REVIEW
ACCIDENT YEAR ENDED 12/31/2017

Based on the statistical plan data reported by member companies.

Loss development factors are based on three-year averages through 63 months of development
for Bodily Injury, Property Damage and Medical Payments. See pages D-11-13.

The general expenses and other acquisition expenses have been calculated to be 5.4% and 7.9%,
respectively, of the combined Voluntary and Ceded manual earned premium. These expenses
are allocated between the Voluntary and Ceded business based on the Voluntary and Ceded
premium distribution. See pages D-20 and D-21.

Claim development factors are to 63 months for Bodily Injury, Property Damage and Medical
Payments. See pages D-14-16.

Projected losses and allocated loss adjustment expenses =

(13)
[(B)x (1+(11)) 1, where (13) = the number of years of projection from the average date of
accident to 7/16/2021.

Projected unallocated loss adjustment expenses =
(14)
[(B) x (1 +(12)) ], where (14) = the number of years of projection from 7/1/2017 to 7/16/2021.

Projected general and other acquisition expenses =
(15)
[(6) x (1 +(12)) ], where (15) = the number of years of projection from 7/1/2017 to 4/1/2021.

Selected value.

Estimated effect of the increase in fees for motor vehicle reports and salvage titles and
implementation of sales tax on labor costs effective 3/1/2016.

Investment income, (25), is the average rate of investment return as a percent of direct market

earned premium as calculated on page D-25 and Installment Income, (26), is the latest five year
average installment income as a percent of direct earned premium as calculated on page D-26.
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NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE
LIABILITY COVERAGES

STATEWIDE RATE REVIEW
ACCIDENT YEAR ENDED 12/31/2016

Ceded Business - Risks Written at Other-Than-Clean Risk Rates All Carriers
30/60 $25,000 Total Limits

Bodily Injury Property Dam.  Med. Pay.

(1) Reported Incurred Losses and Allocated Loss Adjustment Expense (a) $87,495,727 $93,062,303 $5,766,471
(2) Loss Development Factor (b) 1.010 1.001 1.005
(3) Developed Losses and ALAE (1)x(2) 88,370,684 93,155,365 5,795,303
(4) Unallocated Loss Adjustment Expense Factor (See page D-19) 0.136 0.111 0.136
(5) Unallocated Loss Adjustment Expense (3)x(4) 12,018,413 10,340,246 788,161
(6) General and Other Acquisition Expenses (c) 17,497,620 16,628,344 1,353,526
(7) Earned Exposures (a) 341,534 341,534 165,905
(8) Incurred Claims (a) 11,502 29,076 4,172
(9) Claim Development Factor (d) 1.001 1.000 1.003
(10) Developed Claims (9)x(10) 11,514 29,076 4,185
(11) Average Annual Change in Losses and ALAE (See page D-7) 0.9% 2.5% -2.5%
(12) Average Annual Change in Expenses (See page D-6) 2.5% 2.5% 2.5%
(13) Years of Trend - Losses and ALAE (e) 5.04 5.04 5.04
(14) Years of Trend - ULAE (f) 5.04 5.04 5.04
(15) Years of Trend - G & OA Expenses (g) 4.75 4.75 475
(16) Projected Losses and ALAE (e) 92,435,735 105,545,029 5,099,867
(17) Projected ULAE (f) 13,616,862 11,715,499 892,986
(18) Projected Losses and LAE per exposure [[(16)+(17)1/(7)] 310.52 343.33 36.12
(19) Projected G & OA Expenses (g) 19,667,324 18,690,259 1,521,363
(20) Projected Fixed Expenses per exposure [(19)/(7)] 57.59 54.72 9.17
(21) Projected Loss, LAE and Expenses Per Exposure [(18)+(20)] 368.11 398.05 45.29
(22) Percentage Dividends (h) 0.00% 0.00% 0.00%
(23) Permissible Loss, LAE and G & OA Expense Ratio (See page D-19) 0.877 0.877 0.877

(24) Adjustment Factor for Increase in MVR and Salvage Title Fees and Sales

Tax on Labor Costs (i) 1.0006 1.0040 1.0006
(25) Investment Income (j) 1.7% 1.7% 1.7%
(26) Installment Income (j) 1.2% 1.2% 1.2%
(27) Premium Required per exposure [(21)/((23)+(25)+(26)-(22))]x(24) 406.55 441 .11 50.02
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(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

)

NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
LIABILITY COVERAGES

STATEWIDE RATE REVIEW
ACCIDENT YEAR ENDED 12/31/2016

Based on the statistical plan data reported by member companies.

Loss development factors are based on three-year averages through 63 months of development
for Bodily Injury, Property Damage and Medical Payments. See pages D-11-13.

The general expenses and other acquisition expenses have been calculated to be 5.9% and 8.3%,
respectively, of the combined Voluntary and Ceded manual earned premium. These expenses
are allocated between the Voluntary and Ceded business based on the Voluntary and Ceded
premium distribution. See pages D-20 and D-21.

Claim development factors are to 63 months for Bodily Injury, Property Damage and Medical
Payments. See pages D-14-16.

Projected losses and allocated loss adjustment expenses =

(13)
[(B)x (1+(11)) 1, where (13) = the number of years of projection from the average date of
accident to 7/16/2021.

Projected unallocated loss adjustment expenses =
(14)
[(B) x (1 +(12)) ], where (14) = the number of years of projection from 7/1/2016 to 7/16/2021.

Projected general and other acquisition expenses =
(15)

[(6) x (1+(12)) ], where (15) = the number of years of

projection from 7/1/2016 to 4/1/2021.

Selected value.

Estimated effect of the increase in fees for motor vehicle reports and salvage titles and
implementation of sales tax on labor costs effective 3/1/2016.

Investment income, (25), is the average rate of investment return as a percent of direct market

earned premium as calculated on page D-25 and Installment Income, (26), is the latest five year
average installment income as a percent of direct earned premium as calculated on page D-26.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
BODILY INJURY LIABILITY
CALCULATION OF FILED BASE RATES BY TERRITORY

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

T EARNED 30/60 BASE FORM. 30/60

E CARYEARS LOSS COST DISTRIB. CLASS BASE INDEX BASE

R YR. ENDED 3 YRS ENDED ADJUST. LOSS COST CLASS (6)TO CLASS RATE PCT.

R 12/31/2018 12/31/2018  FACTOR (2)/(3) CRED LOSS COST STATE PRES. FILED CHG.
110 5,327 75.29 0.894 84.22 0.9 84.41 0.737 183 190 3.8%
120 18,352 91.88 0.848 108.35 1.0 108.35 0.946 229 233 1.7%
130 20,320 104.35 0.858 121.62 1.0 121.62 1.062 259 258 -0.4%
140 1,048 144.84 0.871 166.29 0.6 162.84 1.422 335 333 -0.6%
150 4,925 119.88 0.905 132.46 1.0 132.46 1.157 256 277 8.2%
170 7,416 90.45 0.891 101.52 1.0 101.52 0.886 207 221 6.8%
180 5,100 111.94 0.956 117.09 1.0 117.09 1.022 244 249 2.0%
190 6,079 97.80 0.904 108.19 1.0 108.19 0.945 237 233 -1.7%
200 3,067 111.19 0.882 126.07 0.9 126.03 1.100 267 266 -0.4%
210 552 93.40 0.830 112.53 0.4 108.83 0.950 226 234 3.5%
220 2,683 126.76 0.836 151.63 0.8 150.67 1.316 312 311 -0.3%
230 4,063 153.08 0.844 181.37 1.0 181.37 1.584 365 367 0.5%
240 3,340 134.88 0.849 158.87 1.0 158.87 1.387 331 326 -1.5%
250 9,650 139.11 0.905 153.71 1.0 153.71 1.342 313 316 1.0%
260 25,050 107.21 0.878 122.11 1.0 122.11 1.066 259 258 -0.4%
270 6,776 84.63 0.907 93.31 1.0 93.31 0.815 206 206 0.0%
280 9,064 135.47 0.934 145.04 1.0 145.04 1.266 299 300 0.3%
290 5,243 116.57 0.903 129.09 1.0 129.09 1.127 277 271 -2.2%
300 14,683 79.41 0.929 85.48 1.0 85.48 0.746 191 191 0.0%
310 2,899 72.59 0.921 78.82 0.8 79.53 0.694 175 181 3.4%
320 37,091 75.84 0.845 89.75 1.0 89.75 0.784 201 199 -1.0%
340 9,315 125.96 0.913 137.96 1.0 137.96 1.205 283 287 1.4%
350 18,087 82.63 0.887 93.16 1.0 93.16 0.813 203 206 1.5%
360 8,143 97.40 0.871 111.83 1.0 111.83 0.976 239 240 0.4%
370 16,306 117.81 0.887 132.82 1.0 132.82 1.160 277 278 0.4%
380 3,539 125.10 0.865 144.62 1.0 144.62 1.263 305 300 -1.6%
390 7,473 101.13 0.920 109.92 1.0 109.92 0.960 237 236 -0.4%
420 9,672 202.58 0.934 216.90 1.0 216.90 1.894 426 432 1.4%
440 6,454 130.94 0.888 147.45 1.0 147.45 1.287 291 305 4.8%
450 3,480 142.54 0.892 159.80 1.0 159.80 1.395 343 327 -4.7%
460 23,193 92.19 0.874 105.48 1.0 105.48 0.921 229 228 -0.4%
470 6,409 106.46 0.856 124.37 1.0 124.37 1.086 262 263 0.4%
480 8,230 66.65 0.843 79.06 1.0 79.06 0.690 177 180 1.7%
490 21,055 64.26 0.876 73.36 1.0 73.36 0.641 170 170 0.0%

SW 334,084 101.24 0.884 114.55 114.53 0.5%
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3,067
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2,683

4,063

3,340

9,650
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6,776
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7,473
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6,409

8,230
21,055

334,084

NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
PROPERTY DAMAGE LIABILITY
CALCULATION OF FILED BASE RATES BY TERRITORY

(2) (3) (4) (5) (6) (7) (8) (9) (10)

$25,000 BASE FORM. $25,000
LOSS COST DISTRIB. CLASS BASE INDEX BASE
3 YRS ENDED ADJUST. LOSS COST CLASS (6)TO CLASS RATE PCT.
12/31/2018  FACTOR (2)/(3) CRED LOSS COST STATE PRES. FILED CHG.

105.70 0.894 118.23 1.0 118.23 0.860 243 258 6.2%

92.56 0.848 109.15 1.0 109.15 0.794 230 242 5.2%

99.18 0.858 115.59 1.0 115.59 0.841 239 253 5.9%
120.56 0.871 138.42 0.9 138.48 1.007 281 296 5.3%
135.48 0.905 149.70 1.0 149.70 1.089 208 316 6.0%
112.47 0.891 126.23 1.0 126.23 0.918 256 273 6.6%
145.44 0.956 152.13 1.0 152.13 1.107 303 321 5.9%
140.06 0.904 154.93 1.0 154.93 1.127 313 326 4.2%
123.01 0.882 139.47 1.0 139.47 1.014 288 207 3.1%

96.93 0.830 116.78 0.7 115.89 0.843 230 254 10.4%

99.56 0.836 119.09 1.0 119.09 0.866 245 260 6.1%

98.56 0.844 116.78 1.0 116.78 0.849 243 256 5.3%
102.25 0.849 120.44 1.0 120.44 0.876 248 262 5.6%
148.11 0.905 163.66 1.0 163.66 1.190 331 342 3.3%
120.64 0.878 137.40 1.0 137.40 0.999 278 294 5.8%
137.94 0.907 152.08 1.0 152.08 1.106 304 321 5.6%
164.14 0.934 175.74 1.0 175.74 1.278 343 364 6.1%
149.02 0.903 165.03 1.0 165.03 1.200 325 345 6.2%
137.95 0.929 148.49 1.0 148.49 1.080 205 314 6.4%
117.45 0.921 127.52 1.0 127.52 0.928 256 276 7.8%

96.68 0.845 114.41 1.0 114.41 0.832 237 251 5.9%
144.69 0.913 158.48 1.0 158.48 1.153 315 333 5.7%
114.60 0.887 129.20 1.0 129.20 0.940 264 279 5.7%
109.27 0.871 125.45 1.0 125.45 0.912 261 272 4.2%
139.20 0.887 156.93 1.0 156.93 1.141 313 330 5.4%
139.21 0.865 160.94 1.0 160.94 1.171 320 337 5.3%
155.09 0.920 168.58 1.0 168.58 1.226 331 351 6.0%
192.31 0.934 205.90 1.0 205.90 1.498 401 420 4.7%
153.07 0.888 172.38 1.0 172.38 1.254 331 358 8.2%
152.16 0.892 170.58 1.0 170.58 1.241 337 355 5.3%
124.40 0.875 142.17 1.0 142.17 1.034 286 302 5.6%
111.73 0.856 130.53 1.0 130.53 0.949 265 281 6.0%

91.61 0.843 108.67 1.0 108.67 0.790 227 241 6.2%
102.83 0.876 117.39 1.0 117.39 0.854 239 257 7.5%
121.75 0.885 137.48 137.48 5.8%
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
MEDICAL PAYMENTS
CALCULATION OF FILED BASE RATES BY TERRITORY

Q (2) (3) (4) (5) (6) (7) (8) (9) (10)

EARNED BASE FORM. $500
CARYEARS LOSS COST DISTRIB. CLASS BASE INDEX BASE
YR. ENDED 3 YRS ENDED ADJUST. LOSS COST CLASS (6)TO CLASS RATE  PCT.
12/31/2018 12/31/2018 FACTOR (2)/(3) CRED LOSS COST STATE PRES. FILED* CHG.
2,859 13.85 0.626 2212 0.7 22.76 0.721 20 20 0.0%
10,590 17.74 0.590 30.07 1.0 30.07 0.952 25 25 0.0%
11,266 19.84 0.596 33.29 1.0 33.29 1.054 27 27 0.0%
487 35.19 0.605 58.17 0.6 55.76 1.765 43 43 0.0%
2,495 23.76 0.629 37.77 0.9 37.63 1.191 30 30 0.0%
3,363 17.91 0.618 28.98 1.0 28.98 0.918 23 23 0.0%
1,112 25.78 0.633 40.73 0.7 39.43 1.248 30 30 0.0%
2,352 17.98 0.624 28.81 0.9 29.08 0.921 26 26 0.0%
1,193 22.67 0.605 37.47 0.7 38.24 1.211 33 33 0.0%
242 15.82 0.580 27.28 0.2 28.74 0.910 24 24 0.0%
1,475 22.69 0.581 39.05 0.7 38.62 1.223 31 31 0.0%
2,123 24.45 0.582 42.01 1.0 42.01 1.330 34 34 0.0%
1,777 22.83 0.591 38.63 0.9 38.65 1.224 32 32 0.0%
2,780 29.81 0.621 48.00 1.0 48.00 1.520 39 39 0.0%
11,217 21.64 0.608 35.59 1.0 35.59 1.127 28 28 0.0%
3,056 17.52 0.630 27.81 1.0 27.81 0.880 23 23 0.0%
3,455 31.23 0.639 48.87 1.0 48.87 1.547 39 39 0.0%
2,076 22.68 0.619 36.64 0.9 36.74 1.163 31 31 0.0%
6,518 15.03 0.641 23.45 1.0 23.45 0.742 21 21 0.0%
1,328 9.57 0.635 15.07 0.4 18.40 0.583 17 17 0.0%
17,219 12.84 0.585 21.95 1.0 21.95 0.695 19 19 0.0%
2,923 27.59 0.622 44.36 1.0 44.36 1.404 35 35 0.0%
7,700 15.15 0.615 24.63 1.0 24.63 0.780 22 22 0.0%
3,292 19.08 0.600 31.80 1.0 31.80 1.007 27 27 0.0%
6,784 23.88 0.612 39.02 1.0 39.02 1.235 31 31 0.0%
1,719 20.41 0.598 34.13 0.8 34.34 1.087 29 29 0.0%
3,384 18.25 0.641 28.47 1.0 28.47 0.901 23 23 0.0%
2,729 52.16 0.638 81.76 1.0 81.76 2.589 62 62 0.0%
2,250 26.48 0.612 43.27 1.0 43.27 1.370 34 34 0.0%
1,081 23.50 0.607 38.71 0.7 38.38 1.215 31 31 0.0%
10,061 17.09 0.606 28.20 1.0 28.20 0.893 23 23 0.0%
2,929 17.04 0.590 28.88 1.0 28.88 0.914 24 24 0.0%
3,675 11.76 0.586 20.07 0.9 20.25 0.641 18 18 0.0%
8,696 13.60 0.608 22.37 1.0 22.37 0.708 19 19 0.0%
146,206 19.23 0.609 31.55 31.59 0.0%

For medical payments, no changes to the current base rates are being proposed.
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NORTH CAROLINA PRIVATE PASSENGER AUTOMOBILE INSURANCE
NOTES TO CALCULATION OF REVISED BASE RATES BY TERRITORY

Liability data shown in column (1) is for ceded business written at Other-Than-Clean Risk rates only. Data
shown in column (2) is total market data.

Column
(1) Earned exposures for the year ended 12/31/2018.

(2) Pure premium (losses divided by exposures) for the three years ended 12/31/2018. Losses are developed to
ultimate.

(3) Distributional adjustment factor = Present average rate for year ended 12/31/2018 divided by the current base
class base rate. The average rate is for total market data calculated at other-than-clean risk rates. See pages
C-11-13.

(4) Base Class Loss Cost = Col.(2) / Col.(3)

(5) Credibility is determined by each territory's three year number of developed claims underlying the pure
premiums in Col.(2) using the credibility tables shown on page D-23.

(6) Formula base class loss cost = [Col.(4) x Col.(5)] + [Statewide Col.(4)x{1-Col.(5)} x HAF] where HAF is the
historical adjustment factor and is equal to the ratio of the current base class base rate to the statewide
average base class base rate. See pages C-11-13.

(7) Index to state = Col.(6) / Statewide Col.(6)
(8) Present base rates currently in effect.
(9) The revised base rate is calculated by the following formula: {{[RBCP x VR x Col.(7)] + FE } x offset

RBCP = Required base class premium, as shown on page C-1.
VR = variable ratio FE = flattened expense amount

The variable ratio and flattened expense amount account for the flattening of 100% of general and other
acquisition expenses by territory and are calculated below:

(1) Projected general and other acquisition Bl PD MP*
expenses per exposure (from page C-1,
line (20)) 56.44 65.41
(2) Required average premium per exposure
(from page C-1, line (27)) 389.63 479.49
(3) Fixed ratio = (1) /(2) 0.145 0.136
(4) Variable ratio 1 - (3) 0.855 0.864
(5) Selected Base Class Premium (from page
C-1, line (32)) 244.62 293.85
(6) Flattened expenses (5) x (3) 35.47 39.96

* For medical payments, no changes to the current base rates are being proposed.

(10) The percent change is calculated by the following formula: [(9)/(8)/offset]-1.00. The statewide change is
determined by weighing the territory changes on each territory's base premium.

Offsets are as follows:
No offsets have been applied.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
BODILY INJURY LIABILITY

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS
AND HISTORICAL ADJUSTMENT FACTORS

(1) (2) (3) (4) )

T EARNED 30/60 30/60 (2)/(3) (3)/SW(3)
E CARYEARS  PRES. BASE DISTRIB.  HISTORICAL
R YR.ENDED  AVG. CLASS ADJUST. ADJUST.
R 12/31/2018  PREM(A) RATE FACTOR FACTOR

110 5,327 163.64 183 0.894 0.752

120 18,352 194.25 229 0.848 0.941

130 20,320 222.16 259 0.858 1.064

140 1,048 291.91 335 0.871 1.376

150 4,925 231.73 256 0.905 1.052

170 7,416 184.49 207 0.891 0.850

180 5,100 233.22 244 0.956 1.002

190 6,079 214.30 237 0.904 0.974

200 3,067 23553 267 0.882 1.097

210 552 187.52 226 0.830 0.929

220 2,683 260.97 312 0.836 1.282

230 4,063 308.16 365 0.844 1.500

240 3,340 281.14 331 0.849 1.360

250 9,650 283.19 313 0.905 1.286

260 25,050 227.36 259 0.878 1.064

270 6,776 186.76 206 0.907 0.846

280 9,064 279.18 299 0.934 1.228

290 5,243 250.00 277 0.903 1.138

300 14,683 177.48 191 0.929 0.785

310 2,899 161.26 175 0.921 0.719

320 37,091 169.92 201 0.845 0.826

340 9,315 258.34 283 0.913 1.163

350 18,087 180.07 203 0.887 0.834

360 8,143 208.22 239 0.871 0.982

370 16,306 245 .83 277 0.887 1.138

380 3,539 263.86 305 0.865 1.253

390 7,473 217.99 237 0.920 0.974

420 9,672 397.86 426 0.934 1.750

440 6,454 258.44 291 0.888 1.196

450 3,480 306.04 343 0.892 1.409

460 23,193 200.26 229 0.874 0.941

470 6,409 224.39 262 0.856 1.076

480 8,230 149.20 177 0.843 0.727

490 21,055 148.99 170 0.876 0.698

sSwW 334,084 215.05  243.40 0.884

(A) Total Market data at other-than-clean risk rates.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
PROPERTY DAMAGE LIABILITY

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS
AND HISTORICAL ADJUSTMENT FACTORS

(1) (2) 3) (4) )

T EARNED $25000 $25000 (2)/(3) (3)/SW(3)

E CAR YEARS  PRES. BASE DISTRIB.  HISTORICAL

R YR.ENDED  AVG. CLASS ADJUST. ADJUST.

R 12/31/2018  PREM(A) RATE FACTOR FACTOR
110 5,327 217.29 243 0.894 0.875
120 18,352 195.09 230 0.848 0.828
130 20,320 205.00 239 0.858 0.860
140 1,048 244.86 281 0.871 1.011
150 4,925 269.75 298 0.905 1.073
170 7,416 228.16 256 0.891 0.921
180 5,100 289.61 303 0.956 1.091
190 6,079 283.02 313 0.904 1.127
200 3,067 254.05 288 0.882 1.037
210 552 190.84 230 0.830 0.828
220 2,683 204.93 245 0.836 0.882
230 4,063 205.16 243 0.844 0.875
240 3,340 210.64 248 0.849 0.893
250 9,650 299.48 331 0.905 1.191
260 25,050 244.04 278 0.878 1.001
270 6,776 275.61 304 0.907 1.094
280 9,064 320.26 343 0.934 1.235
290 5,243 293.32 325 0.903 1.170
300 14,683 274.11 295 0.929 1.062
310 2,899 235.90 256 0.921 0.921
320 37,091 200.36 237 0.845 0.853
340 9,315 287.55 315 0.913 1.134
350 18,087 234.18 264 0.887 0.950
360 8,143 227.38 261 0.871 0.939
370 16,306 277.78 313 0.887 1.127
380 3,539 276.83 320 0.865 1.152
390 7,473 304.45 331 0.920 1.191
420 9,672 374.51 401 0.934 1.443
440 6,454 293.96 331 0.888 1.191
450 3,480 300.68 337 0.892 1.213
460 23,193 250.11 286 0.875 1.029
470 6,409 226.96 265 0.856 0.954
480 8,230 191.35 227 0.843 0.817
490 21,055 209.47 239 0.876 0.860
SwW 334,084 24592  277.84 0.885

(A) Total Market data at other-than-clean risk rates.



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
MEDICAL PAYMENTS

CALCULATION OF TERRITORY DISTRIBUTIONAL ADJUSTMENT FACTORS
AND HISTORICAL ADJUSTMENT FACTORS

(1) (2) 3) (4) )

T EARNED $500 $500 2)/(3) (3)/SW(3)

E CARYEARS  PRES. BASE DISTRIB.  HISTORICAL

R YR.ENDED  AVG. CLASS ADJUST. ADJUST.

R 12/31/2018  PREM(A) RATE FACTOR FACTOR
110 2,859 12.51 20 0.626 0.769
120 10,590 14.76 25 0.590 0.961
130 11,266 16.08 27 0.596 1.038
140 487 26.02 43 0.605 1.653
150 2,495 18.88 30 0.629 1.153
170 3,363 14.21 23 0.618 0.884
180 1,112 18.98 30 0.633 1.153
190 2,352 16.23 26 0.624 1.000
200 1,193 19.97 33 0.605 1.269
210 242 13.92 24 0.580 0.923
220 1,475 18.00 31 0.581 1.192
230 2,123 19.80 34 0.582 1.307
240 1,777 18.90 32 0.591 1.230
250 2,780 24.20 39 0.621 1.499
260 11,217 17.01 28 0.608 1.077
270 3,056 14.50 23 0.630 0.884
280 3,455 24.92 39 0.639 1.499
290 2,076 19.19 31 0.619 1.192
300 6,518 13.47 21 0.641 0.807
310 1,328 10.79 17 0.635 0.654
320 17,219 11.11 19 0.585 0.730
340 2,923 21.76 35 0.622 1.346
350 7,700 13.53 22 0.615 0.846
360 3,292 16.20 27 0.600 1.038
370 6,784 18.97 31 0.612 1.192
380 1,719 17.35 29 0.598 1.115
390 3,384 14.75 23 0.641 0.884
420 2,729 39.53 62 0.638 2.384
440 2,250 20.80 34 0.612 1.307
450 1,081 18.81 31 0.607 1.192
460 10,061 13.93 23 0.606 0.884
470 2,929 14.15 24 0.590 0.923
480 3,675 10.54 18 0.586 0.692
490 8,696 11.55 19 0.608 0.730
SW 146,206 15.84  26.01 0.609

(A) Total Market data at other-than-clean risk rates.
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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 F-6.

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 F. 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 official 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
2018 Official Statistical Programs of ISO, the Automobile Statistical Plan - All Coverages and
the 2018 Statistical Programs of ISS, and the Automobile Statistical Plan — All Coverages — Part
IV, North Carolina and the 2018 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.
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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 Level Exhibits

1. Experience
Private Passenger Automobile Liability

Private passenger automobile liability experience for ceded business written at Other-
Than-Clean Risk Rates was compiled on a calendar/accident year basis for the years
ended December 31, 2018, 2017 and 2016. 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.

Based on credibility considerations, the indicated rate level change for Bodily Injury and
Property Damage is based on the loss and expense experience of the year ended
December 31, 2018. However, the experience of the earlier two years was also
considered and evaluated. For Medical Payments, the indicated rate level change is
based on the loss and expense experience for years ended December 31, 2017 and
December 31, 2018. For all coverages, indications for all three years were reviewed to
make sure that there were no anomalies or abnormalities associated with the latest year.

2. Private Passenger Losses

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.
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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. In the present filing, these loss development
factors to develop to 63 months are as follows:

Accident Year Ended Bodily Injury Property Damage Medical Payments

12/31/2018 (reported as 1.118 1.044 1.066
of 15 months)

12/31/2017 (reported as 1.034 1.005 1.024
of 27 months)

12/31/2016 (reported as 1.010 1.001 1.005
of 39 months)

The derivation of the factors shown above is presented on pages D-11, D-12, and D-13.
By applying these factors, the reported incurred losses have been changed to the
amounts at which it is believed they will ultimately be settled.

For Bodily Injury, the loss development factors include an adjustment to address a
change in reserving methodology for a large insurer that is not yet fully reflected in the
loss development database. See pages F-106 to F-116 and the prefiled testimony of
R.Retian.

3. Private Passenger Loss Adjustment Expense

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 D-20.

4. Private Passenger 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 page D-20.

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-ISS 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.
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B.  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
12/31/2016 and 12/31/2017 to the year ended 12/31/2018 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-7 and D-8.

Prospective Annual Change in Expenses

The average annual change in expenses is based on the change in the All

Items Consumer Price Index, the All Items - Less Energy Consumer Price Index and the
Total Compensation Cost Index — Insurance Carriers, Agent Brokers, and Service, as
shown on pages D-9-10. The expected average annual change in expenses is then
selected based on analysis and review of this data.

Trend Period

The number of years of projection 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, 2018 is July 1,
2018.

The changes proposed in this filing are applicable to all new and renewal policies written
on or after October 1, 2020. The losses and loss adjustment expenses are projected to
July 16, 2021. 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 82%
12 month policies 18%

Other acquisition expenses and general expenses are projected six months beyond the
anticipated effective date (April 1, 2021) to reflect expense incurred in writing policies
throughout the 12 month period commencing with the anticipated effective date.

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 2018, 2017 and 2016 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-17, D-18, and D-19.
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Territory 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-11-C-13). 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-23.

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 complement 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-11-C-13.

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.

Filed Base Rate

Filed base rates by territory were developed so as to achieve the selected statewide
required base class premium. The rate change has been distributed in such a way that
100% of the general and other acquisition expenses have been flattened by territory.
The calculation of the flattened general and other acquisition expenses and application
of any offset are described on page C-10. No offsets have been applied. For medical
payments, no changes to the current territory base rates are being proposed in order to
maintain the current differential between the Rate Bureau and Reinsurance Facility base
rates for this coverage.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
SUMMARY OF SELECTED FACTORS

Loss Trends Cost Frequency Total
Bodily Injury (B/L) 5.0% -2.0% 2.9%
Bodily Injury (T/L) 5.5%

Property Damage 4.0% 0.0% 4.0%
Medical Payments 1.5% -2.5% -1.0%
Expense Trend 2.5%
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Bodily
Injury

Property
Damage

Medical
Payments

(a)

(b)

(d)

NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE

Development of Annualized Trend
for 2016 and 2017

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

Claim Claim Current 2018

Calendar Cost Frequency Cost Trend Annualized

Year Change Change Factor Factor Trend
(a) (b) (c) (d)

2016 1.102 0.869 0.958 1.029 1.009
2017 1.059 0.952 1.008 1.029 1.024
2018 1.000 1.000 1.000 1.029 1.029
2016 1.068 0.943 1.007 1.040 1.025
2017 1.001 1.008 1.009 1.040 1.032
2018 1.000 1.000 1.000 1.040 1.040
2016 1.013 0.895 0.907 0.990 0.975
2017 0.990 0.971 0.961 0.990 0.983
2018 1.000 1.000 1.000 0.990 0.990

2016 Claim Cost Change = (2018 Claim Cost) / (2016 Claim Cost).
2017 Claim Cost Change = (2018 Claim Cost) / (2017 Claim Cost).

2016 Claim Frequency Change = (2018 Claim Frequency) / (2016 Claim
Frequency). 2017 Claim Frequency Change = (2018 Claim Frequency) / (2017
Claim Frequency).

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

Annualized Trend for 2016 and 2017
m (1/n)
=[(COL(5) )x (COL(4))]

where m is the number of years of projection of the 2018 trend factor from
7/1/2018 to 7/16/2021 3.04, Col (4) represents the Current Cost Factor to
7/1/2018, and n represents the number of years of projection for a given prior
year, 4.04 for 2017 and 5.04 for 2016.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE

Development of Annualized Trend
for 2016 and 2017

(1) (2) (3)

Paid
Year Claim Claim

Coverage Ended Cost (a) Frequency (b)
Bodily 2016 $ 7,233 1.37
Injury 2017 7,525 1.25
2018 7,969 1.19
Property 2016 $ 3,082 3.86
Damage 2017 3,288 3.61
2018 3,291 3.64
Medical 2016 $ 1,679 1.14
Payments 2017 1,718 1.05
2018 1,701 1.02

(a) Paid Claim Cost for all liability coverages is All Carrier trend data, as shown on pages F-129
and F-131.

(b) Incurred Claim Frequency for all liability coverages is based on All Carrier developed statistical
plan data.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
DETERMINATION OF TREND FOR EXPENSES

ALL ITEMS

CPI INDEX

237.8
237.3
236.5
236.9
2371
238.1
239.3
240.2
241.0
240.6
240.8
241.4
241.7
241.4
241.4
242.8
243.6
243.8
2445
2447
245.0
244.8
245.5
246.8
246.7
246.7
246.5
247.9
249.0
249.6
250.5
251.6
252.0
252.0
2521
252.4
252.9
252.0
251.2
251.7
252.8
254.2
255.5
256.1
256.1
256.6
256.6
256.8

ALL ITEMS -

LESS ENERGY COMPENSATION

CPI INDEX

COST INDEX

244 1
244.0
243.7
2445
2455
245.9
246.5
246.9
247 1
247.0
247.5
247.9
248.4
248.3
248.2
2491
250.1
250.3
250.7
250.9
251.0
251.0
251.5
252.0
252.6
252.4
252.5
253.6
254.6
255.3
255.8
256.1
256.3
256.5
256.7
2571
257.7
257.7
257.8
258.9
259.8
260.5
260.9
261.2
261.7
262.1
262.6
263.0

D-9

126.1

126.9

128.2

129.5

129.5

130.8

132.8

132.5

132.6

134.1

136.3

135.9

135.7

137.8

139.1

139.6



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
DETERMINATION OF TREND FOR EXPENSES

All Items -
All ltems (A) Less Energy (B) CCl (C)

(1) Annual Change in indices 217% 1.93% 2.69%

based on exponential curve

of best fit for the latest 48

points (or 16 quarters)
(2) Annual Change in indices 2.19% 2.03% 2.62%

based on exponential curve

of best fit for the latest 36

points (or 12 quarters)
(3) Annual Change in indices 2.09% 217% 2.77%

based on exponential curve

of best fit for the latest 24

points (or 8 quarters)
(4) Annual Change in indices 2.60% 2.47% 3.85%

based on exponential curve

of best fit for the latest 12

points (or 4 quarters)
(5) Average Annual Index (E)
Year Ended 3/31/2017 241.50 248.11 129.50
Year Ended 9/30/2017 243.83 250.13 131.40
Year Ended 3/31/2018 246.48 252.34 133.00
Year Ended 9/30/2018 249.75 254.96 134.73
Year Ended 3/31/2019 252.12 257.58 136.43
Year Ended 9/30/2019 254.38 260.33 138.05
(6) Current Cost Factor (Index Value Divided by Average Annual Index)
Year Ended 3/31/2017 1.06 1.06 1.08
Year Ended 9/30/2017 1.05 1.05 1.06
Year Ended 3/31/2018 1.04 1.04 1.05
Year Ended 9/30/2018 1.03 1.03 1.04
Year Ended 3/31/2019 1.02 1.02 1.02
Year Ended 9/30/2019 1.01 1.01 1.01

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

(B) Allitems less energy CPI index (urban). Source: Bureau of Labor Statistics.

Combined (D
2.37%

2.37%

2.45%

3.19%

(C) Total Compensation Cost Index - Insurance Carriers, Agent Brokers, and Service.

Source: Bureau of Labor Statistics.

(D) Weighted Average determined as .25 (All items) + .25 (All items - Less Energy) + .50 (CCl).

(E) Average year ended index for period shown.
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All Carriers

Accident
Year

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Accident
Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Five Year
Average

Three Year
Average

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

AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS

15 Months

636,778,268
639,377,892
654,278,886
663,780,028
659,776,040
654,759,462
696,388,761
746,254,527
720,842,437
703,666,187

15-27 Mo.

1.046
1.048
1.026
1.018
1.024
1.047
1.069
1.077
1.081

1.060

1.076

NORTH CAROLINA

LOSS DEVELOPMENT

27 Months

606,038,122
666,202,319
670,309,948
671,130,623
675,959,052
675,365,278
685,511,442
744,161,515
803,385,854
779,117,099

39 Months

626,175,066
616,157,149
675,496,873
674,985,532
676,256,932
681,148,421
679,850,899
699,316,996
764,655,824
820,194,385

Loss Development Factors

27-39 Mo.

1.017
1.014
1.007
1.008
1.008
1.007
1.020
1.028
1.021

1.017

1.023

Five Year

1.007
1.024
1.085

39-51 Mo.

1.005
1.003
1.004
1.004
1.005
1.001
1.013
1.006
1.004

1.006

1.008

Three Year

1.010
1.033
1.112

Bodily Injury Basic Limits Incurred Losses as of

51 Months

620,644,878
629,464,168
617,857,848
677,961,158
677,413,856
679,413,783
682,100,471
688,465,873
703,227,016
767,752,936

51-63 Mo.

1.000
1.001
0.999
1.001
1.000
0.999
1.002
0.997
1.007

1.001

1.002

Selected”

1.010
1.034
1.118

Voluntary and Ceded Combined

63 Months

601,141,186
620,816,005
630,359,444
617,481,470
678,378,046
677,391,262
679,001,826
683,645,062
686,687,252
707,826,806

* The selected loss development factors include an adjustment to address a change in reserving methodology
for a large insurer that is not yet fully reflected in the loss development data contained in this exhibit. See
pages F-106 to F-116 and the prefiled testimony of R. Retian.

Losses exclude unallocated loss adjustment expense.



All Carriers

Accident
Year

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Accident
Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Five Year
Average

Three Year
Average

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

AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS

NORTH CAROLINA

LOSS DEVELOPMENT

Property Damage Basic Limits Incurred Losses as of

15 Months

600,163,831
613,312,535
620,421,933
650,831,743
687,781,171
742,337,687
825,271,105
905,529,154
933,429,513
956,716,106

15-27 Mo.

1.015
1.020
1.022
1.027
1.034
1.028
1.038
1.042
1.036

1.036

1.039

27 Months

602,297,429
609,446,256
625,276,689
633,888,047
668,507,250
711,283,573
763,487,631
856,359,697
943,611,862
966,862,089

39 Months

603,840,287
603,066,452
610,523,213
626,714,405
635,716,024
672,154,949
713,953,296
765,503,500
859,583,993
947,762,013

Loss Development Factors

27-39 Mo.

1.001
1.002
1.002
1.003
1.005
1.004
1.003
1.004
1.004

1.004

1.004

Five Year

1.001
1.005
1.041

Losses exclude unallocated loss adjustment expense.

39-51 Mo.

1.001
1.000
1.001
1.001
1.001
1.001
1.001
1.001
1.001

1.001

1.001

Three Year

D-12

1.001
1.005
1.044

51 Months

598,221,980
604,144,875
603,284,796
610,899,239
627,058,274
636,104,411
672,672,573
714,435,768
766,476,520
860,538,054

51-63 Mo.

1.000
1.000
1.000
1.000
0.999
1.001
1.000
1.000
1.000

1.000

1.000

Voluntary and Ceded Combined

63 Months

574,527,902
597,935,823
604,051,595
603,225,683
611,030,537
626,732,185
636,935,467
672,828,719
714,454,874
766,429,387



All Carriers

Accident
Year

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Accident
Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Five Year
Average

Three Year
Average

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

AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS

NORTH CAROLINA

LOSS DEVELOPMENT

Medical Payments Total Limits Incurred Losses as of

15 Months

97,861,611
95,856,365
93,143,438
93,244,145
92,538,232
90,997,474
95,948,353
102,264,187
99,064,485
93,139,589

15-27 Mo.

1.016
1.015
1.034
1.036
1.036
1.050
1.047
1.046
1.031

1.042

1.041

27 Months

91,595,353
99,396,195
97,322,444
96,316,801
96,618,132
95,842,790
95,512,681
100,420,856
106,966,826
102,156,647

39 Months

93,238,755
92,528,555
100,919,154
98,714,615
97,215,011
98,306,929
97,860,162
96,851,396
102,971,324
108,894,516

Loss Development Factors

27-39 Mo.

1.010
1.015
1.014
1.009
1.017
1.021
1.014
1.025
1.018

1.019

1.019

Five Year

1.006
1.025
1.068

Losses exclude unallocated loss adjustment expense.

39-51 Mo.

1.004
1.006
1.003
1.004
1.006
1.006
1.000
1.008
1.007

1.005

1.005

Three Year

1.005
1.024
1.066

51 Months

94,013,888
93,617,508
93,071,581
101,171,878
99,127,621
97,814,666
98,910,915
97,858,080
97,650,027
103,648,834

51-63 Mo.

1.001
1.001
1.000
1.001
1.002
1.003
0.998
1.002
1.001

1.001

1.000

Voluntary and Ceded Combined

63 Months

90,645,560
94,087,739
93,731,836
93,094,942
101,257,049
99,286,154
98,115,360
98,689,925
98,046,357
97,727,825



NORTH CAROLINA
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS
CLAIM DEVELOPMENT

All Carriers Voluntary and Ceded Combined
Bodily Injury Incurred Claims as of
Accident
Year 15 Months 27 Months 39 Months 51 Months 63 Months
2005 99,370
2006 98,756 98,575
2007 96,769 96,531 96,427
2008 95,308 94,987 94,889 94,709
2009 104,108 101,985 101,909 101,763 101,663
2010 103,423 101,382 101,167 101,204 101,074
2011 101,059 98,822 98,815 98,791 98,767
2012 103,514 101,955 102,282 102,323 102,291
2013 102,357 100,878 100,801 101,164 101,039
2014 102,497 101,370 102,058 102,092 101,936
2015 112,037 112,450 112,782 112,844
2016 115,451 114,803 114,710
2017 106,244 104,863
2018 99,714
Claim Development Factors
Accident
Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo.
2006 0.998
2007 0.998 0.999
2008 0.997 0.999 0.998
2009 0.980 0.999 0.999 0.999
2010 0.980 0.998 1.000 0.999
2011 0.978 1.000 1.000 1.000
2012 0.985 1.003 1.000 1.000
2013 0.986 0.999 1.004 0.999
2014 0.989 1.007 1.000 0.998
2015 1.004 1.003 1.001
2016 0.994 0.999
2017 0.987
Five Year
Average 0.992 1.002 1.001 0.999
Three Year
Average 0.995 1.003 1.002 0.999
Five Year Three Year
39 to 63 months: 1.000 1.001
27 to 63 months: 1.002 1.004
15 to 63 months: 0.994 0.999



NORTH CAROLINA
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS
CLAIM DEVELOPMENT

All Carriers Voluntary and Ceded Combined
Property Damage Incurred Claims as of
Accident
Year 15 Months 27 Months 39 Months 51 Months 63 Months
2005 242,482
2006 243,136 243,117
2007 241,846 241,869 241,865
2008 235,636 235,819 235,861 235,854
2009 241,069 242,920 243,130 243,171 243,185
2010 247,599 250,117 250,319 250,372 250,314
2011 244 106 245,749 246,014 246,049 246,577
2012 250,561 252,645 253,677 253,891 253,879
2013 248,714 252,721 253,124 253,217 253,223
2014 256,120 258,699 259,204 259,288 259,219
2015 275,692 281,473 281,894 281,974
2016 287,326 291,784 292,458
2017 276,679 281,213
2018 269,105
Claim Development Factors
Accident
Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo.
2006 1.000
2007 1.000 1.000
2008 1.001 1.000 1.000
2009 1.008 1.001 1.000 1.000
2010 1.010 1.001 1.000 1.000
2011 1.007 1.001 1.000 1.002
2012 1.008 1.004 1.001 1.000
2013 1.016 1.002 1.000 1.000
2014 1.010 1.002 1.000 1.000
2015 1.021 1.001 1.000
2016 1.016 1.002
2017 1.016
Five Year
Average 1.016 1.002 1.000 1.000
Three Year
Average 1.018 1.002 1.000 1.000
Five Year Three Year
39 to 63 months: 1.000 1.000
27 to 63 months: 1.002 1.002
15 to 63 months: 1.018 1.020



NORTH CAROLINA
AUTOMOBILE LIABILITY INSURANCE - PRIVATE PASSENGER CARS
CLAIM DEVELOPMENT

All Carriers Voluntary and Ceded Combined
Medical Payments Incurred Claims as of
Accident
Year 15 Months 27 Months 39 Months 51 Months 63 Months
2005 57,778
2006 57,675 57,672
2007 55,297 55,395 55,407
2008 53,602 53,951 54,057 54,046
2009 56,157 57,291 57,760 57,830 57,831
2010 54,593 55,893 56,290 56,370 56,968
2011 52,665 54,248 54,595 54,702 54,761
2012 52,323 54,022 54,398 54,527 54,538
2013 50,822 52,516 53,018 53,189 53,214
2014 49,541 51,548 52,146 52,309 52,320
2015 51,586 54,207 54,931 55,131
2016 55,321 57,753 58,333
2017 51,796 53,642
2018 47,759
Claim Development Factors
Accident
Year 15-27 Mo. 27-39 Mo. 39-51 Mo. 51-63 Mo.
2006 1.000
2007 1.002 1.000
2008 1.007 1.002 1.000
2009 1.020 1.008 1.001 1.000
2010 1.024 1.007 1.001 1.011
2011 1.030 1.006 1.002 1.001
2012 1.032 1.007 1.002 1.000
2013 1.033 1.010 1.003 1.000
2014 1.041 1.012 1.003 1.000
2015 1.051 1.013 1.004
2016 1.044 1.010
2017 1.036
Five Year
Average 1.041 1.010 1.003 1.002
Three Year
Average 1.044 1.012 1.003 1.000
Five Year Three Year
39 to 63 months: 1.005 1.003
27 to 63 months: 1.015 1.015
15 to 63 months: 1.057 1.060



NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE

SUMMARY OF 2018 EXPENSE PROVISIONS

Commission + Brokerage
Taxes, Licenses and Fees
Underwriting Profit

Contingencies

Total

Losses, Loss Adj. Expenses, Gen. Admin.

Expenses and Other Acquis. Expenses

Unallocated Loss Adjustment Expense
Bodily Injury & Medical Payments
Property Damage

General Administration

Other Acquisition Expenses

(a) For use with 12/31/2018 Liability data.

Ceded
Provision (a)

10.0%

2.2

0.0

12.2

87.8

12.7
11.8

5.4

7.7



NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE

SUMMARY OF 2017 EXPENSE PROVISIONS

Commission + Brokerage
Taxes, Licenses and Fees
Underwriting Profit

Contingencies

Total

Losses, Loss Adj. Expenses, Gen. Admin.

Expenses and Other Acquis. Expenses

Unallocated Loss Adjustment Expense
Bodily Injury & Medical Payments
Property Damage

General Administration

Other Acquisition Expenses

(a) For use with 12/31/2017 Liability data.

D-18

Ceded
Provision (a)

10.0%

2.3

0.0

12.3

87.7

11.6
10.3

5.4

7.9



NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE

SUMMARY OF 2016 EXPENSE PROVISIONS

Commission + Brokerage
Taxes, Licenses and Fees
Underwriting Profit

Contingencies

Total

Losses, Loss Adj. Expenses, Gen. Admin.

Expenses and Other Acquis. Expenses

Unallocated Loss Adjustment Expense
Bodily Injury & Medical Payments
Property Damage

General Administration

Other Acquisition Expenses

(a) For use with 12/31/2016 Liability data.
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Ceded
Provision (a)

10.0%

2.3

0.0

12.3

87.7

13.6
11.1

5.9

8.3
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NORTH CAROLINA PRIVATE PASSENGER AUTOMOBILE INSURANCE
CALCULATION OF GENERAL AND OTHER ACQUISITION EXPENSES
LIABILITY COVERAGES

OTHER-THAN-CLEAN RISK CEDED BUSINESS ONLY

(1) () @) (4)

Current Level General and
Earned Premiums at To Actual Expense Other Acquisition
Other-Than-Clean Risk Rates Level Factor Factor Expenses
Year ending 12/31/2018
Bl 132,615,517 1.0144 13.1% 17,622,799
PD 151,613,124 1.0282 13.1% 20,421,408
MP 7,925,688 1.1199 13.1% 1,162,753
Year ending 12/31/2017
Bl 134,612,312 0.9249 13.3% 16,558,889
PD 153,809,944 0.8966 13.3% 18,341,497
MP 8,636,533 1.0410 13.3% 1,195,754
Year ending 12/31/2016
Bl 132,654,401 0.9289 14.2% 17,497,620
PD 151,234,681 0.7743 14.2% 16,628,344
MP 8,979,623 1.0615 14.2% 1,353,526

Notes:
(1) Other-Than-Clean Risk ceded business at present Facility rates.

(2) Factor to adjust the earned premium at manual rates to the rate level in effect at the time the
premium was written.

(3) Sum of the general expense and other acquisition expense percentages shown on page D-20.
Ratio is to manual premiums.

(4)=(1x(2)x(3)
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Credibility Factor Determination

Credibility considerations enter into the private passenger ratemaking formula in three areas:
1) statewide rate level in the determination of accident year weights.

2) territory rate level in the determination of the individual territory's formula loss
ratio.

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

CREDIBILITY TABLES BASED

UPON NUMBER OF CLAIMS

Average Number of
Claims 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

.00
.10
.20
.30
.40
.50
.60
.70
.80
.90
1.00

Determination
of Territory
Credibility (B
0 - 29
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

0
10
20
30
40
50

%

Credibilit

0.00
.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

100%
90
80
70
60
50

Determination
of Trend Factor
Credibility (C

0- 26

27 - 105
106 - 238
239- 424
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

Territory credibility is based on the number of claims underlying the three year pure

premium.

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

D-23



NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
AVERAGE NUMBER OF CLAIMS FOR LATEST TWO ACCIDENT YEARS

OTHER-THAN-CLEAN RISK CEDED LIABILITY

Year Ended Bodily Injury Property Damage Medical Payments
12/31/2017 10,928 28,514 3,750
12/31/2018 10,307 29,168 3,350
Average 10,618 28,841 3,550

Claims are developed.
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NORTH CAROLINA

PRIVATE PASSENGER AUTOMOBILE INSURANCE

CEDED LIABILITY COVERAGES

ESTIMATED INVESTMENT EARNINGS ON UNEARNED PREMIUM RESERVES

AND ON LOSS RESERVES
A. Unearned Premium Reserve
1. Direct Earned Premium for Accident Year Ended 12/31/ 2018
2. Mean Unearned Premium Reserve 0.295 x (1)
3. Deduction for Prepaid Expenses
Commission and Brokerage Expense
Taxes, Licenses and Fees
50% of Other Acquisition Expense
50% of Company Operating Expense
Total
4. (2)x(3)
5. Net Subject to Investment (2) - (4)
B. Delayed Remission of Premium (Agents' Balances)
1. Direct Earned Premium (A-1)
2. Average Agents' Balances
3. Delayed Remission (1) x (2)
C. Loss Reserve
1. Direct Earned Premium (A-1)
2. Expected Incurred Losses and Loss Adjustment

0.764 x (1)
3. Expected Mean Loss Reserves

0.753 x(2)
D. Net Subject to Investment (A-5) - (B-3) + (C-3)
E. Average Rate of Return

F. Investment Earnings on Net Subject to Investment (D) x (E)

G. Average Rate of Return as a Percent of Direct Earned Premium
(F)/(A-1)

D-25

$305,908,715
90,243,071
10.00%
1.83%
3.85%
2.70%
18.38%
16,586,676

73,656,395

$305,908,715
0.195
59,652,199

$305,908,715
233,714,258

175,986,836

189,991,032
2.68%

5,091,760

1.66%



Year
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Latest 5 years:

(in thousands)

NORTH CAROLINA

PRIVATE PASSENGER INSTALLMENT PAYMENT INCOME

Inst.
Charges

55,006
55,391
55,110
58,385
59,894
61,495
61,133
59,127
71,485
73,607

326,847

Liability
Written
Premium
2,683,685
2,621,692
2,607,424
2,635,311
2,658,598
2,715,660
2,777,884
2,897,130
3,082,337

3,311,348

14,784,359

Phy. Dam.
Written
Premium
1,782,690
1,762,655
1,805,053
1,924,111
2,062,315
2,184,326
2,379,619
2,646,570

2,904,023

3,052,821

13,167,359 27,951,718
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Total
Premium

4,466,375

4,384,347

4,412,477

4,559,422

4,720,913

4,899,986

5,157,503

5,543,700

5,986,360

6,364,169

Inst. Charges
as a % of Prem.

1.2%
1.3%
1.2%
1.3%
1.3%
1.3%
1.2%
1.1%
1.2%
1.2%

1.2%



SECTION E

INCREASED LIMITS REVIEW



NORTH CAROLINA

Increased limits Revision

Since no changes to the increased limits factors for Bodily Injury and Property Damage Liability
have been proposed, the total limits indications for these coverages have been applied to the
basic limit rates.

The Bodily Injury total limits indication of +2.4%, determined on page E-2, is applied to the
basic limits Bodily Injury rates.

The Property Damage total limits indication of +0.5%, determined on page E-3, is applied to the
basic limits Property Damage rates.

Pages E-4-5 display the calculation of the average increased limits factors for Bodily Injury and
Property Damage on a 30/60/25 basis. The average increased limits factors derived on these

pages are used for the determination of the uniform indications as shown on pages E-2-3, and
in the determination of the premium weights shown on page A-1.

Page E-6 displays the calculation of the average increased limits factor for Medical Payments.

This factor is used in the determination of the distributional adjustment factor on page C-14 and
in the determination of the premium weights shown on page A-1.
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NORTH CAROLINA
PRIVATE PASSENGER AUTOMOBILE INSURANCE
CALCULATION OF AVERAGE INCREASED LIMITS FACTORS

Year Ending 12/31/2018

Other-Than-Clean Risk Ceded Bodily Injury - 30/60 base

(1)

(2)

3)

(4)

(5)

(3)x(4)
Limit Of Written Prior 30/60 Current T/L
Liability Premium ILF Premium ILF Premium
30/60 73,735,538 1.00 73,735,538 1.00 73,735,538
50/100 27,737,734 1.18 23,506,554 1.18 27,737,734
100/200 274,156 1.39 197,235 1.39 274,157
100/300 21,359,911 1.40 15,257,079 1.40 21,359,911
250/500 1,715,546 1.66 1,033,461 1.66 1,715,545
300/300 8,357 1.62 5,159 1.62 8,358
All Other 3,898 1.098 3,550 1.098 3,898
124,835,140 1.098 113,738,576  1.098 124,835,141
Year Ending 12/31/2017
Other-Than-Clean Risk Ceded Bodily Injury - 30/60 base
(1) (2) (3) (4) (5)
(3)x(4)
Limit Of Written Prior 30/60 Current T/L
Liability Premium ILF Premium ILF Premium
30/60 68,542,329 1.00 68,542,329 1.00 68,542,329
50/100 28,437,007 1.18 24,099,158 1.18 28,437,006
100/200 260,046 1.39 187,083 1.39 260,045
100/300 21,032,212 1.40 15,023,009 1.40 21,032,213
250/500 1,720,611 1.66 1,036,513 1.66 1,720,612
300/300 798,662 1.62 493,001 1.62 798,662
All Other 10,246  1.104 9,281 1.104 10,246
120,801,113  1.104 109,390,374 1.104 120,801,113
Year Ending 12/31/2016
Other-Than-Clean Risk Ceded Bodily Injury - 30/60 base
(1) (2) (3) (4) (5)
(3)x(4)
Limit Of Written Prior 30/60 Current T/L
Liability Premium ILF Premium ILF Premium
30/60 64,612,219 1.00 64,612,219 1.00 64,612,219
50/100 28,578,110 1.18 24,218,737 1.18 28,578,110
100/200 22