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RE:	FILING SUBMITTED FOR APPROVAL

                     AMEX Assurance Company

                     Group Inland Marine Filing -“Executive Baggage Protection” and “Baggage Delay and Loss Protection

	NAIC #: 27928

                     Company FEIN:  36-2760101

	Company File Number:  AX0923/AX0506-AR-0001R

		

            EBP-Actuarial Memorandum

            BDLP-Actuarial Memorandum

 

 

Dear Sir or Madam:

 

On behalf of AMEX Assurance Company, I am respectfully submitting the above-referenced rates for your review and

approval pursuant to 23-67-211 of the Arkansas Insurance Code.  These rates are new and do not replace any

previously approved rates.

 

These rates will be used under Master Group Policy AX0913 and Master Group Policy AX0506.  These Policies were

approved in our situs state of North Carolina on December 6, 2007.  These are Group Inland Marine Policies.  The

Group Policyholder, Travel Related Services Company, Inc. is an issuer of charge and lending cards, which can be used

to buy goods and services and was not formed solely for the purpose of purchasing insurance.  The group consists of

American Express Cardmembers. 

 

“Executive Baggage Protection” and “Baggage Delay and Loss Protection” are travel products that provide benefits in

the event of loss, theft, damage or delay for carry-on and checked Baggage and its contents.  Benefits are also available

for loss, theft or damage to personal and business items by a hotel, while traveling on a Covered Trip. Coverage is

activated and premium is automatically billed each time an enrolled Cardmember uses their American Express Card to

purchase a Scheduled Airline ticket.  These two plans are similar with variation in the amount coverage provided for

benefits.
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We have submitted forms associated with these rates via SERFF in a separate filing under Company File Number:

AX0913/AX0506-AR-0001F.

 

This filing has been reviewed and to the best of my knowledge, complies with all applicable Arkansas laws and

regulations now in effect.

 

If you have any questions or concerns, please feel free to contact me by phone at 920-431-4048, by fax at 920-431-

4040 or via e-mail at Kathy.M.Nelson@aexp.com.

 

 

Sincerely,

 

Kathy Nelson

 

Kathy M. Nelson

Senior Compliance Analyst

AMEX Assurance Company

Company and Contact

Filing Contact Information

Kathy Nelson, Sr. Compliance Analyst kathy.m.nelson@aexp.com
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ACTUARIAL MEMORANDUM 
AMEX ASSURANCE COMPANY 

EXECUTIVE BAGGAGE PROTECTION INSURANCE PLAN (AX0913) 

AMEX Assurance Compaliy (AMEX) is filing a new insurance product called the 
Executive Baggage Protection ("EBP") Insurance Plan under Master Policy 
AX091 3. The product will provide benefits as a result of loss, damage, theft, or 
delay of baggage and/or personal or business items when the insured 
Cardmember uses his or her American Express Card to purchase a Scheduled 
Airline ticket. Eligible Cardmembers will include residents of the 50 United 
States, the District of Columbia, Puerto Rico and the U.S. Virgin Islands. 

Description of Coverage 

The coverages and maximum benefits available under the plan are as follows: 

Benefit 
Checked Baggage 
Carry-On Baggage 

Limit 
up to $500 per Covered Person per Covered Trip 
up to $500 per Covered Person per Covered Trip 

Delayed Checked up to $300 per Covered Person per Covered Trip 
HotellMotel Personal Property up to $500 per Covered Person per Covered Trip 

These benefits will apply if the Covered Person sustains a Loss while riding 
solely as a passenger in, or boarding or alighting from a Scheduled Airline while 
on a Covered Trip. A more detailed description of each benefit is provided in the 
following paragraphs. 

Checked Baggage - This benefit will apply in case of Loss to checked baggage 
on a primary basis, up to the Replacement Cost (defined as the lesser of the cost 
to repair or replace with material or property of like kind and quality) of the 
covered property or $500, whichever is less. 

Carry-On Baggage - This benefit will apply in case of Loss to carry-on baggage, 
LIP to the Replacement Cost or $500, whichever is less. 

Delayed Checked Baggage - This benefit will apply for the cost of renting or 
replacing, on an emergency basis, necessary personal or business articles 
contained in a Covered Person's checked baggage, up to $300, when the 
checked baggage is not delivered to him or her within six (63 hours of arrival at 
the Scheduled Airline's destination. Such emergency rentals must be initiated 
and/or emergency purchases made prior to arrival of the delayed checked 
baggage. 

Hotel/Motel Personal Property- This benefit will apply during a Covered Trip, 
for Loss to personal or business property when staying as a registered guest at 
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any hotel or motel while anywhere on the premises of that establishment, up to 
the Replacement Cost of the covered property or $500, wl-~ichever is less. 

Once the Scheduled Airline tickets are purchased (pre-ticketed), the scope of the 
Checked Baggage, Carry-on Baggage and HotelIMotel Personal Property 
benefits will be extended as defined in the policy. 

Development o f  Indicated Rates 

The development of indicated rates for the coverage is shown in the attached 
Exhibits 1 through 3. 

The development of the estimated loss cost is shown in Sections A and B of Exhibit 
1. AMEX currently markets a similar product that provides coverage on a basis 
excess of any reimbursement received from the airline. While we used that historical 
experience to determine indicated pricing for this new product to the greatest extent 
possible, a nurr~ber of adjustments were necessary since the new product will 
provide coverage on a primary basis. 

As shown in Exhibit 1, we performed the analysis in two sectiolis. Section A is 
based on the historical claims data available for the excess coverage product and 
provides an estimate of the cost of those claims after adjustment to a primary basis. 
Section B adds an estimate of incremental claims that would be added as a result of 
providing coverage on a primary basis (i.e., claims that are assumed to have been 
paid entirely by the airlines in the past). 

For the analysis in Section A, we obtained actual historical claims data from AMEX 
ANlEX Assurance Company for report years 2002 through 2006. Using the 
description of loss provided for each claim, we created indicators to identify which 
category of loss, and hence which limit, woi~ld apply to each loss. For claims for 
which AMEX had made a payment, we assumed that the airline had paid its limit of 
coverage and that AMEX was therefore making a payment for the amount of 
covered loss excess of the airline's liability. Through a search of airline web sites, 
we found that the maximum coverage provided by United, American and Southwest 
Airlines is approximately $2,800 for checked and delayed baggage. Consequently, 
for items in those categories, we assume the total loss to be paid by AMEX is the 
sum of the $2,800 airline limit and the amount AMEX Assurance paid. For carry-on 
baggage and hotellmotel personal property, the airlines do not provide any coverage 
and thus no adjustment is necessary to the historical data to reflect the terms of 
coverage for the new product. 

Based on the historical results for report years 2002 through 2006, we selected an 
estimated loss cost of $0.44 per trip for primary coverage on clainis that had been 
paid under AMEX Assurance Company's excess coverage product. 

In Section B, we estimated the cost of the losses paid by the airlines and not 
previously covered by AMEX Assurance Company. Such losses will result from 
claims that had been completely paid by the airlines in the past, with no excess 
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liability being incurred by AlVlEX Assurance Company. Since the new AMEX 
Assurance product will provide coverage on a primary basis, a provision for these 
losses must be contemplated in the development of the indicated rate. 

In order to estimate the severity of these new claims, we used historical results for 
carry-on baggage claims. Since this is the only category of loss that has historically 
been covered by AMEX Assurance Company on a primary basis, we believe that it is 
the most relevant data source for determining the estimated claim severity for these 
new claims. In order to estimate the claim frequency per trip, we reviewed data from 
various editions of Air Travel Consumer Repotf, as shown in Exhibit 3. We selected 
a claim frequency for primary coverage of 7.00 baggage reports per 1,000 
passengers. Assuming a claim frequency for the excess coverage as shown on 
Row 10 of Exhibit 1, the claim frequency for the incremental level of coverage is the 
difference between the selected 7.00 frequency for primary coverage and the 
historical frequency for excess coverage. 

The estimated loss cost on these incremental claims is $2.29. 

Development of Estimated Underwriting Expenses 

Estimated underwriting expenses are shown in Exhibit 2. 

Total general and other acquisition expenses (including corporate overhead) are 
estimated to be $2.92 per trip. This estimate is based on a review of historical 
results for similar products underwritten by AMEX Assurance Company and 
forecasted results for this new product. 

Variable expenses and underwriting profit are estimated to be 17.85% of premium. 

Development of Indicated Rate 

As shown in Exhibit 1, an indicated rate of $6.88 is calculated by adding the 
estimated loss cost and fixed expenses together and dividing the sum by (1 - 
variable expenses). 

Selected Rates 

ANlEX Assurance Company selected a per trip rate of $6.50 for the coverage. In 
addition, AMEX proposes to offer an annual coverage option for frequent travelers. 
The proposed annual coverage rate is $1 32 and assumes approximately 20 trips per 
year. 

-- 
T O W E R S  
P E R R I N  

TlLLlNGHAST 



We believe that the proposed rates for this program are reasonable in relation to the 
benefits provided. As a result of the low estimated claim frequency for the product 
and the resulting low estimated loss cost, expenses constitute a relatively more 
significant portion of the total premium than may be expected for other coverages. 
Also, the cost of marketing in relation to expected losses is higher than for many 
lines of business. 

Klayton N. Southwood, FCAS, MAAA 
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Exhibit 1 

AMEX Assurance Company 
Executive Baggage Protection (EBP) 
Development of Indicated Rate Per Trip 

(1) Premium 
(2) Records of Charge (ROC) 

Description 2007 Estimate 2006 

A. Adjustments to Historical Losses to Reflect Primary Coverage 
(3) Adjusted Losses capped @ $500 -Checked Bags 
(4) Adjusted Losses capped @ $300 - Delayed Checked Bags 
(5) Losses capped @ $500 -Carry On Bags 
(6) Claim Count - Checked Bags 
(7) Claim Count - Delayed Checked Bags 
(8) Claim Count - Carry On Bags 
(9) Average Cost Per Claim 

(10) Claim Frequency Per 1,000 ROCs 
(1 1) Estimated Loss Cost Per ROC 

B. Incremental Claims Added Due to Providing Primary Coverage 
(1 2) Estimated Average Cost Per Claim $395 $380 
(13) Claim Frequency Per 1,000 ROCs 5.80 
(1 4) Estimated Loss Cost Per ROC $2.29 

(15) Estimated Loss Cost Per ROC 
(16) Estimated Fixed Expense Per ROC 
(17) Estimated Variable Expense Ratio 
(1 8) Indicated Rate 
(1 9) Selected Rate 
(20) Estimated Loss Ratio 

Notes: 
(1) Provided by Amex Assurance Company; 2007 estimated 
(2) Provided by Amex Assurance Company; 2007 estimate selected based on judgment 
(3) Estimated primary coverage losses capped at $500 per claim for checked items. Current coverage is excess. Assumes airline covers $2.800 of loss. See narrative for discussion. 
(4) Estimated primary coverage losses capped at $300 per claim for delayed checked items. Current coverage is excess. Assumes airline covers $2,800 of loss. 

See narrative for discussion. 
(5) Estimated primary coverage losses capped at $500 per claim for carry on items 8, hotellmotel personal property. 
(6) Provided by Amex Assurance Company 
(7) Provided by Amex Assurance Company 
(8) Provided by Amex Assurance Company 
(9) = [(3) + (4) + (31 1 [(6) + (7) + (a)]; 2007 estimate selected based on historical experience 

(10) = [(6) + (7) + (a)] l (2)  x 1,000; 2007 estimate selected based on historical experience 
(11) =(9)x(10)11.000 
(12) = (5) l(8); 2007 estimate selected based on historical experience 
(13) = [Exhibit 3, Column (3)] - ( l o )  
(14) = (12) x (13)11,000 
(15) = (11) + (14) 
(16) From Exhibit 2, Rows (3)d and (4)b 
(17) From Exhibit 2, Row (5)e 
(18) = [(15) + (16)] 1 [ l  - (1711 
(20) = (1 5) 1 (1 9) 

11/28/2007 1254 PM 
Baggage Analysis - Primary Coverage.xls 

Primary Capped @ 500 
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Exhibit 2 
AMEX Assurance Company 
Executive Baggage Protection (EBP) 
Analysis of Underwriting Expenses 

BDLP and EBP Combined 
2007 

Forecast 2006 2005 2004 

(1) Premium 
(2) Records of Charge (ROC) 

(3) Direct General and Other Acquisition Expenses 
a. General Expenses 
b. Other Acquisition Expenses 
c. Total General and Other Acquisition Expense 

d. Total General and Other Acquisition per ROC $2.85 $2.74 $2.15 $2.26 

(4) Allocated Corporate Overhead 
a. Total Allocated Overhead 

b. Total Allocated Overhead Per ROC 

(5) Direct Variable Expenses 
a. Premium Tax 
b. AMEX Discount Fee 
c. Net Service Fee 
d. Underwriting Profit 
e. Total Variable Expenses 

Notes: 
(1) Provided by Amex Assurance Company; 2007 estimated 
(2) Provided by Amex Assurance Company; 2007 estimate selected based on judgment 

(3) a. Provided by AMEX Assurance Company 
(3) b. Provided by AMEX Assurance Company 
(3) c. = (3) a. + (3) b. 
(3) d. = (3) c. / 2 
(4) a. Provided by AMEX Assurance Company 
(4) b. = (4) a. 12  
(5) a. Provided by AMEX Assurance Company 
(5) b. Provided by AMEX Assurance Company 
(5) c. Provided by AMEX Assurance Company 
(5) d. Provided by AMEX Assurance Company 
(5) e. = (5) a. + (5) b. + (5) c. + (5) d. -- 

1 1/26/2007 4: 17 PM 
BDLP EBP UW Expense.xls 

Expense Ratio 
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Exhibit 3 

AMEX Assurance Company 
Executive Baggage Protection (EBP) 
Development of Selected Claim Frequency 

(1) (2) (3) 
Total Reports 

Baggage 
Time Period Reports 

2002 1,808,977 
2003 2,198,934 
2004 2,822,206 
2005 3,449,253 
2006 4,083,054 

Jan - Sep 2007 3,455.897 
Total 17,818,321 

Enplaned 
Passenqers 
471,351,588 
524,515,038 
575,364,288 
562,611,354 
606,604,432 
476,860,554 

3,217,307,254 

P~~'I,OOO 
Passenqers 

3.84 
4.19 
4.91 
6.13 
6.73 
7.25 
5.54 

2005 - Sep 2007 6.68 

Selected 7.00 

Notes: 
(3) = [(I)  / (2)] x 1,000 
(4) = (3) /(3) 2007 to Date 

Based on Air Travel Consumer Report, published by the Office of 
Aviation Enforcement and Proceedings, Aviation Consumer Protection 
Division. Data compiled by the Bureau of Transportation Statistics. 
See narrative for further discussion. 
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US DOT Frequency.xls 

Estimated Frequency 



ACTUARIAL MEMORANDUM 
AMEX ASSURANCE COMPANY 

BAGGAGE DELAY AND LOSS PROTECTION INSURANCE PLAN (AX0506) 

ARllEX Assurance Company (AMEX) is filing a new insurance product called the 
Baggage Delay and Loss Protection ("BDLP") Insurance Plan under Master 
Policy AX0506. The product will provide benefits as a result of loss, damage, 
theft, or delay of baggage andlor personal items when the insured Cardmember 
uses his or her American Express Card to purchase a Scheduled Airline ticket. 
Eligible Cardmembers will include residents of ,the 50 United States, the District 
of Columbia, Puerto Rico and .the U.S. Virgin Islands. Coverage under BDLP will 
not include business itenis. 

Description of Coverage 

The coverages and maximum benefits available under the plan are as follows: 

Benefit - Lirr~it 
Checked Baggage up to $500 per Covered Person per Covered Trip 
Carry-on Baggage up to $500 per Covered Person per Covered Trip 
Delayed Checked up to $200 per Covered Person per Covered Trip 
HotelIMotel Personal Property up to $500 per Covered Person per Covered Trip 

These benefits will apply if the Covered Person sustains a Loss while riding 
solely as a passenger in, or boarding or alighting from a Scheduled Airline while 
on a Covered Trip. A more detailed description of each benefit is provided in the 
following paragraphs. 

Checked Baggage - This benefit will apply in case of Loss to checked baggage 
on a primary basis, up to the Replacement Cost (defined as the lesser of the cost 
to repair or replace with material or property of like kind and quality) of the 
covered property or $500, whichever is less. 

Carry-On Baggage - This benefit will apply in case of Loss to carry-on baggage, 
up to the Replacement Cost or $500, whichever is less. 

Delayed Checked Baggage - This benefit will apply for the cost of renting or 
replacing, on an emergency basis, necessary personal articles contained in a 
Covered Person's checked baggage, up to $200, when the checked baggage is 
not delivered to him or her within six (6) hours of arrival at the Scheduled Airline's 
destination. Such emergency rentals must be initiated andlor emergency 
purchases made prior to arrival of the delayed checked baggage. 

Hotel/Motel Personal Property- This benefit will apply during a Covered Trip, 
for Loss to personal property when staying as a registered guest at any hotel or 
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motel while anywhere on the premises of that establishment, up to the 
Replacement Cost of the covered property or $500, whichever is less. 

Once the Scheduled Airline tickets are purchased (pre-ticketed), the scope of the 
Checked Baggage, Carry-on Baggage and HotelIMotel Personal Property 
benefits will be extended as defined in the policy. 

Development of Indicated Rates 

The development of indicated rates for the coverage is shown in the attached 
Exhibits 1 through 3. 

The development of the estimated loss cost is shown in Sections A and B of Exhibit 
1. ANlEX currently markets a similar product that provides coverage on a basis 
excess of any reimbursement received from the airline. While we used that historical 
experience to determine indicated pricing for this new product to the greatest extent 
possible, a number of adjustments were necessary since the new product will 
provide coverage on a primary basis. 

As shown in Exhibit 1, we performed the analysis in two sections. Section A is 
based on the historical claims data available for the excess coverage product and 
provides an estimate of the cost of those claims after adjustment to a primary basis. 
Section B adds an estimate of incremental claims that would be added as a result of 
providing coverage on a primary basis (i.e., claims that are assumed to have been 
paid entirely by the airlines in the past). 

For the analysis in Section A, we obtained actual historical claims data from AMEX 
AMEX Ass~~rance Company for report years 2002 through 2006. Using the 
description of loss provided for each claim, we created indicators to identify which 
category of loss, and hence which limit, would apply to each loss. For claims for 
which AMEX had made a payment, we assumed that the airline had paid its limit of 
coverage and that AlblEX was therefore making a payment for the amount of 
covered loss excess of the airline's liability. Through a search of airline web sites, 
we found that the maximum coverage provided by United, American and Southwest 
Airlines is approximately $2,800 for checked and delayed baggage. Consequently, 
for items in those categol-ies, we assume the total loss to be paid by AMEX is the 
sum of the $2,800 airline limit and the amount AMEX Assurance paid. For carry-on 
baggage and hotellmotel personal property, the airlines do not provide any coverage 
and thus no adjustment is necessary to the historical data to reflect the terms of 
coverage for the new product. 

Based on the historical results for report years 2002 through 2006, we selected an 
estimated loss cost of $0.48 per trip for primary coverage on claims that Iiad been 
paid under AMEX Assurance Company's excess coverage product. 

In Section B, we estimated the cost of the losses paid by the airlines and not 
previously covered by AMEX Assurance Company. Such losses will result from 
claims that had been completely paid by the airlines in the past, with no excess 
--4 
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liability being incurred by AMEX Assurance Company. Since the new AlVlEX 
Assurance product will provide coverage on a primary basis, a provision for these 
losses must be contemplated in the development of the indicated rate. 

In order to estimate the severity of these new claims, we used historical results for 
carry-on baggage claims. Since this is the only category of loss that has historically 
been covered by AMEX Assurance Company on a primary basis, we believe that it is 
the most relevant data source for determining the estimated claim severity for these 
new claims. In order to estimate the claim frequency per trip, we reviewed data from 
various editions of Air Travel Consumer Report, as shown in Exhibit 3. We selected 
a claim frequency for primary coverage of 7.00 baggage reports per 1,000 
passengers. Assuming a claim frequency for the excess coverage as shown on 
Row 10 of Exhibit I ,  the claim frequency for the incremental level of coverage is the 
difference between the selected 7.00 frequency for primary coverage and the 
historical frequency for excess coverage. 

The estimated loss cost on these incremental claims is $2.1 3. 

Development of Estimated Underwriting Expenses 

Estimated underwriting expenses are shown in Exhibit 2. 

Total general and other acquisition expenses (including corporate overhead) are 
estimated to be $2.92 per trip. This estimate is based on a review of historical 
results for similar products underwritten by AlVlEX Assurance Company and 
forecasted results for this new product. 

Variable expenses and underwriting profit are estimated to be 17.85% of premium. 

Development of Indicated Rate 

As shown in Exhibit 1, an indicated rate of $6.74 is calculated by adding the 
estimated loss cost and fixed expenses together and dividing the sum by (1 - 
variable expenses). 

Selected Rates 

AMEX Assurance Company selected a per trip rate of $5.75 for the coverage. In 
addition, AMEX proposes to offer an annual coverage option for frequent 
travelers. The proposed annual coverage rate is $90 and assumes 
approximately 16 trips per year. 

T O W E R S  
P E R R l N  



We believe that the proposed rates for ,this program are reasonable in relation to 
the benefits provided. As a result of the low estimated claim frequency for the 
product and the resulting low estimated loss cost, expenses constitute a 
relatively more significant portion of the total premium than may be expected for 
other coverages. Also, the cost of marketing in relation to expected losses is 
higher than for many lines of business. 

&4-f-L 2 4  
Klayton N. Southwood, FCAS, MAAA 
November 29,2007 

-- 
T O W E R S  
P E R R I N  
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Exhibit 1 

AMEX Assurance Company 
Baggage Delay and Loss Protection (BDLP) 
Development of lndicated Rate Per Trip 

Description 

(1) Premium 
(2) Records of Charge (ROC) 

A. Adjustments to Historical Losses to Reflect Primary Coverage 
(3) Adjusted Losses capped @ $500 - Checked Bags 
(4) Adjusted Losses capped @ $200 - Delayed Checked Bags 
(5) Losses capped @ $500 - Carry On Bags 
(6) Claim Count - Checked Bags 
(7) Claim Count- Delayed Checked Bags 
(8) Claim Count - Cany On Bags 
(9) Average Cost Per Claim 

(10) Claim Frequency Per 1,000 ROCs 
(1 1) Estimated Loss Cost Per ROC 

2007 Estimate 2006 

B. Incremental Claims Added Due to Providing Primary Coverage 
(12) Estimated Average Cost Per Claim $395 $391 
(13) Claim Frequency Per 1,000 ROCs 5.40 
(1 4) Estimated Loss Cost Per ROC $2.1 3 

(15) Estimated Loss Cost Per ROC 
(1 6) Estimated Fixed Expense Per ROC 
(17) Estimated Variable Expense Ratio 
(1 8) lndicated Rate 
(1 9) Selected Rate 
(20) Estimated Loss Ratio 

Notes: 
(1) Provided by Amex Assurance Company; 2007 estimated 
(2) Provided by Amex Assurance Company; 2007 estimate selected based on judgment 
(3) Estimated primary coverage losses capped at $500 per claim for checked items. Current coverage is excess. Assumes airline covers $2,800 of loss. See narrative for discussion. 
(4) Estimated primary coverage losses capped at $200 per claim for delayed checked items. Current coverage is excess. Assumes airline covers $2,800 of loss. 

See narrative for discussion. 
(5) Estimated primary coverage losses capped at $500 per claim for carry on items 8 hotellmotel personal property. 
(6) Provided by Amex Assurance Company 
(7) Provided by Amex Assurance Company 
(8) Provided by Amex Assurance Company 
(9) = [(3) + (4) + (5)]  1 [(6) + (7) + (a)]; 2007 estimate selected based on historical experience 
(10) = [(6) + (7) + (8)] l (2)  x 1,000; 2007 estimate selected based on historical experience 
(11) =(9)x(10)11,000 
(12) = (5) l(8); 2007 estimate selected based on historical experience 
(13) = [Exhibit 3, Column (3)] - (10) 
(1 4) = (1 2) x (1 3) 1 1,000 
(15) =(11)+(14) 
(16) From Exhibit2, Rows (3)d and (4)b 
(17) From Exhibit 2, Row (5)e 
(1 8) = [(I 5) + (1 6)] 1 [ I  - (1 7)] 
(20) = (1 5) 1 (1 9) 

-=-- 

T O W E R S  
P E R R I N  

TlLLlNGHAST 

11/28/2007 12:54 PM 
Baggage Analysis - Primary Coverage.xls 

Primary Capped @ 500 



Exhibit 2 
AMEX Assurance Company 
Baggage Loss Delay and Protection (BDLP) 
Analysis of Underwriting Expenses 

BDLP and EBP Combined 
2007 

Forecast 2006 2005 - 2004 

(1) Premium 
(2) Records of Charge (ROC) 

(3) Direct General and Other Acquisition Expenses 
a. General Expenses 
b. Other Acquisition Expenses 
c. Total General and Other Acquisition Expense 

d. Total General and Other Acquisition per ROC $2.85 $2.74 $2.1 5 $2.26 

(4) Allocated Corporate Overhead 
a. Total Allocated Overhead 

b. Total Allocated Overhead Per ROC $0.07 

(5) Direct Variable Expenses 
a. Premium Tax 
b. AMEX Discount Fee 
c. Net Service Fee 
d. Underwriting Profit 
e. Total Variable Expenses 

Notes: 
(1) Provided by Amex Assurance Company; 2007 estimated 
(2) Provided by Amex Assurance Company; 2007 estimate selected based on judgment 

(3) a. Provided by AMEX Assurance Company 
(3) b. Provided by AMEX Assurance Company 
(3) c. = (3) a. + (3) b. 
(3) d. = (3) c. / 2 
(4) a. Provided by AMEX Assurance Company 
(4) b. = (4) a. 12 
(5) a. Provided by AMEX Assurance Company 
(5) b. Provided by AMEX Assurance Company 
(5) c. Provided by AMEX Assurance Company 
(5) d. Provided by AMEX Assurance Company 
(5) e. = (5) a. + (5) b. + (5) c. + (5) d. 

- = -  
T O W E R S  
P E R R I N  

TILLINGHAST 

1 1/26/2007 4: 17 PM 
BDLP EBP UW Expense.xls 

Expense Ratio 



Exhibit 3 

- = - = -  
T O W E R S  
P E R R I N  

T I  LLINGHAST 

AMEX Assurance Company 
Baggage Loss Delay and Protection (BDLP) 
Development of Selected Claim Frequency 

(1) (2) (3) 
Total Reports 

Time Period 
2002 
2003 
2004 
2005 
2006 

Jan - Sep 2007 
Total 

Ba!3!3age Enplaned 
Reports Passengers 
1.808.977 471 .351,588 

Per 1,000 
Passengers 

3.84 

2005 - Sep 2007 6.68 

Selected 7.00 

Notes: 
(3) = [ ( I  ) / (2)] x 1,000 
(4) = (3) / (3) 2007 to Date 

Based on Air Travel Consumer Report, published by the Office of 
Aviation Enforcement and Proceedings, Aviation Consumer Protection 
Division. Data compiled by the Bureau of Transportation Statistics. 
See narrative for further discussion. 

1 1/26/2007 4:17 PM 
US DOT Frequency.xls 

Estimated Frequency 
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[  ] Replacement 

 

 

 

[  ] New  

[  ] Withdrawn 
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