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SCHEDULE RATING PLANS - EXPENSE MODIFICATION APPLICATION

Market Conduct examinations conducted by the Ew
have revealed two areas in the rating p
half of companies which are currently s
-
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and are not being applied uniformly wi

As respects experience rating plans and schecule

the programs currently on file do not indicate whe
a

credits or debits developed under both plans are ditive cr mul-
iplicative. Each program should indicate whether the comoany

is adding the two credits (or debits) and using the reciprocal

of the sum as the modifier or whether the companv is multiplying
the reciprocals of the credits (or debits) and using the zroduct
as the modifier. An amended manual page(s) must be submizced

for each rating plan currently on file cutlining how the crecits

are to be combined.

In addition, the schedule rating plans currently on file contain
a provision for expense credits or debits based on expenses
which are not reflected in the standard allowance provided
the plan. Iowever, the currently filed schecule rating pla

are not specific as respects the maximum credit or debit
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expenses, nor do these plans clarify whether the maximum total
crecit or debit percentage for the schedule rating plan ircludes
or excludes these additional expense consideratiocns. For zzam-
ple, the following wording has been taken from a currentlw ap-

proved rating plan:



The following modifications may be applied to r
nize such special characteristics of the risk a
not fully reflected in the besic premium or rates.
These modifications contemplate the standard allow-
ance for expenses. If the expenses are less than
standard, such modification, if a credit, shall be
increased, or 1f a debit, shall be decreased, bv the
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amount of reduction in expenses. The total credits
or debits under the following table mav not exceed
25%.

ustrative rating plan goes on to cite six risk charac-

This illu har
teristics and the range of credits or debits. The risk char-
acteristic of expense reduction with its maximum credit cr

debit is not contained in this rating plan. In addicion, the
rating procedure language as respects the maximum total credits

or debits under the table does not make it clear whether the
25% maximum is inclusive or exclusive of any additional zxpense
reduction.

Therefore, amended manual page(s) must be submitted for =zach
rating plan currently on file outlining the additional risk
characteristic of expense modification with a maximum credit

and debit. In addition, the amended page(s) must cutlins whe-

ther the total credit or debit percentage inclucdes or excludes
the risk characteristic of expense modification.
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Please note that all risk characteristics (including
modification) must be justifiable, and that records o
tion must be maintained on an incdividual risk bas-s.
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incerely,

0 .

ames M. Thomson
Cdmmissioner of Insurance
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Exception:
’\Drwaw passenger and commercizl autormolios swned by 2mp 2yess of on2 employer may e subjsct
rating on a combined risk basis with auiorcbies ¢f lover in zccordence with the foilowing
conditions:

1. There are three or more privaie passenger or commercial automobiles owned by either em-
ployer or employee.

2. The usual duties of the employ: ' nvsihve the uss of metor vehic.as in the business
of the employer and such incns *u'% are """‘"),'%ES RO reczive an operating ailowance
or reimbursement for expznses incurred in the cperaticn of the vehc'e irate per mile, ges
oil, tire, upkeep allowances) from ins employer, or whers the terms of empioyment con-

template the use of a motor vehicle.

3. The automobiles of all elicitle empioyees subiect to the limitation cf cne autsmobiie per
employee shall be included in the rating and private passenger actomebiles shzll be written
at business use class rates. Coverage shall be afforded in accordance wm the

of the Business Autemobile Policy form.
4. The employer maintains requirements regarding the use and mainienance of automctiles

owned by eligible employees and the automobiles of eligible emp! O/QeS are used and main-
tained in accordance with such requirements.

The employer is responsible for payment of the premium.

6. Private passenger automobiles owned by el.gxuc employees shell not be subject to the provi-
sions of any applicable Safe Driver Insurance Fizn Rute.

7. The policy schedule shall list the employees by name and include a d
mobiles owned by them.

Drovisions

o

escription of the auto-

It there is no owned or hired autcmobile exposure cr if the owned and hired automobile exposure
is not sufficient to guaiify for tha aponcatmn of thiz Flan, and risk whnich dovc?ops en annual
manual premium cf $3C0 or more for bodily injury and precerty damage emnloyers ron- -OVWNErSTS
liability exposures shall be eligible for the applxca?*m of the exparience and SC,.:d le rating provi-
sions of this Plan. The headquarters lccation of the risk shall govern the gpplication of this Plan
for all employers non-ownership liability exposures regerdiess ot 1cuation

Rule Il. Rating Procedure is deleted and replaced by the following:

Rating Procedure

The experience modification for the risk shall be cetermined in accordence with the experience
rating procedure described herein.

- In addition to any expe'tence modification, a rate mcdificaticn reflecting specified characteristics

of the risk may be applied to the manual rates in accordance with the schedule raiing table

which is a part of this plan to the extent that such characteristics ere not reflected in the experience
of the risk

h2 . (Denses ale
less than standard, such modification if a crecit shall be incressed, or if a debit shall be decr cased,

by the amount of reduction in expenses. This recuction is datermined b a decrease
sion, as decided by the agent, subject to a maximum of | 5% The.expen
from the maximurn modification allowad under thie Schedule Ra lao!e.

(L)

The rate modification contermplates the standard allowance for expenses, If the exoe
J

N commis-
reduction is segarate

If the owned and hired autcmoniles of a risk are subject to a r“odnm ion develop=d in accordarce

e

with this Plan, such modification may alzo be agplied to the employears non- -ownearsh'p !::bhu/
exposures provided the premiums and losses for such exposures are inciuded in the developmant

of the modification.
IOWA NATIONAL MUTUALINSURANCE COMPANY
Exception Fage 2

Effective NViarch 1,1284




To compute a composite factor, use the follow:ing procedure:

1. Experience Modification
2. Schedule Rating Modification

3. Combined Modification
{Line 1 + Line 2)

4. Expense Reduction

5. Net Modification Factor
(Line 3 x Line 4)

CREDIT

Percentage

Complement
(‘l C0% - PCt.)

DERIT

Fercentage | Complement

- {100% + Pct)

T00% T00%
9 XXX - % XXX
A XXX % XXX
4 |
% | 0. % L
% | 0. () % s G
XXX 0. XXX 1 1

The Schedule Rating Table in Rule V. is replaced by the following:

V. Schedule Rating Table

The manusl rates for the risk may also be modified in accordance with the following schedule

rating table to reflect such characteristics of the risk as are not reflected in the experience:

A. Management

Cooperation with insurance company, revision cf schadules, rout

and practices to conform with insurer recommendations

B. Employees

Selection, training, supervision, age, basis cf remuneration

C. Equipment

Type, condition, servicing, risk’'s ow/n repair facilities, safely equip-

ment, driver's report on condition

D. Safety Organization

Periodic meetings, distribution of safety lite:ature, avard and penalty
system, review of accidents with drivers, satety director, accident

reports and reccrds

........................... 15%

Range of
Podificaticons
Credit Debit
....... 10% to 10%
...... 10% to 10%
o 15%
ite} 10%

THE MAXIMUM CREDIT OR DESIT APPLICABLE UNDER THIS SCHEDULE RATING TAELE SHALL

NOT EXCEED 40%.

————
e

[OWA NATIONAL MUTUAL INSURANCE COMPANY

Exception Page 3

Effective March 1, 1984
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GENERAL LIABILITY SCHEDULE RATING PLAN
VIRGINTA

Applicability

This plan applies to General Lisbility and Medical
Payments coverages, subject ta the following Excep-
tion:
CBxception: This plan does not zpply to Hespital
Professional Liability and lIncidental Liabity
Insurance

Ellgibility

The term “risk™ s nszd in this Pizp means the
exposures of any one insured which are to be rated.
Allicd or subsidiary intercsts shull aot be included

unless the insured holds a majority financial interest
therein.

This Plan <hall apply to any risk that develops an
annual basic lhmits manual premium of £500 or more
for the bodily injury and property damage liabiity
exposures to be rated.

>

Schiedule Raring Table

The munual 1ates for the risk may be modified in accordance
characteristics of the risk as are not reflected in the experience:

A. Location:
i.  Lxposure inside premises
il.  Exposure vutside premises

B.  Premises — condition, care, loss control programs

C. Equipment -- type, condition, care

D. Classitication peculiarities

E. Umployees — sclection, training, supervision, expericnce
I©. Lxpenses - lessor or greater than normal for risk class

[l

with the following schedule rating table t

Rating Procedure

In addition to any experience modification resulting
from the application of the apnlicable experience
rating plan, a rate modification reflecting specified
characteristics ¢f the risk may e applied to the
manua! rates in accordance with the Schedale Rating
Taolz wihich is a part of this plan to the extent that
such characteristics are not reficcted in the cxper-
ience of the risk. These moditications shall b2 applied
by muliiplving tie reciprocals ol the credits (or
debits) and using the product as the modilicr.

The rate modifization conemplates the standard
allowance for expense. If the expensis are less than
standard, such modification if a credit shail be in-
creased, or if a debit shall ce decreased, by the
amount of reduction in expenses.

o reflect such

Range cf
Modifications
5% 5%
5% 5%
10% 10%
10% 10%
10% 109
10% 10%
107% 10%

The maxinum credit or debit applicabie under this schedule rating table shall not exceed 45%.

o T

Dacemiter 1, 1983

FEDERATED MUTUAL INSURANCE COMPANY



