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Company: Encompass Indemnity Company

Product Name: Other Than Auto SERFF Tr Num: ALSX-125748556 State: Arkansas

TOI: 04.0 Homeowners SERFF Status: Closed-Filed State Tr Num: EFT $100

Sub-TOI: 04.0000 Homeowners Sub-TOI
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Co Tr Num: ER-0820 State Status: Fees verified and
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Filing Type: Rate/Rule Reviewer(s): Becky Harrington

Author: SPI AllState Disposition Date: 01/27/2010

Date Submitted: 07/25/2008 Disposition Status: Filed

Effective Date Requested (New): 11/03/2008 Effective Date (New): 

Effective Date Requested (Renewal): 01/30/2009 Effective Date (Renewal): 

State Filing Description:

General Information

Project Name: Encompass Edge Rate/Rule Filing Status of Filing in Domicile: 

Project Number: ER-0820 Domicile Status Comments: 

Reference Organization: Not applicable Reference Number: 

Reference Title: Advisory Org. Circular: 

Filing Status Changed: 01/27/2010

State Status Changed: 07/30/2008 Deemer Date: 

Created By: SPI AllState Submitted By: SPI AllState

Corresponding Filing Tracking Number: F8730

Filing Description:

The following information is provided to support the introduction of an enhanced Property program for Encompass

Indemnity Company, in the state of Arkansas.  The proposed rules, rating structure, and factors include both new rating

plans and discounts, as well as modifications to existing ones, and are outlined in the attached filing.

 

The proposed overall rate impact is 9.0%

 

The proposed effective dates are November 3, 2008 for new business and January 30, 2009 for renewal business.

 

The corresponding form filing was approved under company reference number F8730 (SERFF ID ALSX-125734583).
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Carrie Deppe, Assistant State Filings Manager cdepp@allstate.com
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Filing Company Information

Encompass Indemnity Company CoCode: 15130 State of Domicile: Illinois

2775 Sanders Road Group Code: 8 Company Type: 

Suite A5 Group Name: Allstate State ID Number: 

Northbrook, IL  60062 FEIN Number: 59-2366357
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---------

Filing Fees

Fee Required? Yes

Fee Amount: $100.00

Retaliatory? No

Fee Explanation: Rate/rule filing

Per Company: No

COMPANY AMOUNT DATE PROCESSED TRANSACTION #

Encompass Indemnity Company $100.00 07/25/2008 21605384
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Correspondence Summary

Dispositions

Status Created By Created On Date Submitted

Filed Becky Harrington 01/27/2010 01/27/2010

Filed Becky Harrington 10/08/2008 10/08/2008

Objection Letters and Response Letters

Objection Letters Response Letters

Status Created By Created On Date Submitted Responded By Created On Date Submitted

Pending

Industry

Response

Becky

Harrington
08/22/2008 08/22/2008 SPI AllState 10/01/2008 10/01/2008

Pending

Industry

Response

Becky

Harrington
08/08/2008 08/08/2008 SPI AllState 08/20/2008 08/20/2008

Pending

Industry

Response

Becky

Harrington
07/30/2008 07/30/2008 SPI AllState 08/06/2008 08/06/2008

Amendments

Schedule Schedule Item Name Created By Created On Date Submitted

Rate Manual_HO_Rules SPI AllState 01/25/2010 01/25/2010

Supporting

Document

Summary of Changes - Filing Amendment SPI AllState 01/25/2010 01/25/2010

Supporting

Document

Supporting Exhibits 8.22.08 SPI AllState 08/22/2008 08/22/2008
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Supporting

Document

ER820_State Filing Form03_ RF-1 REV,

Supporting Exhibits
SPI AllState 08/22/2008 08/22/2008

Supporting

Document

AR - HOMEOWNERS ABSTRACT FORM H

1, ISM7 Documentation
SPI AllState 07/29/2008 07/29/2008

Filing Notes

Subject Note Type Created By Created

On

Date Submitted

Request to re-open filing Note To Reviewer SPI AllState 01/15/2010 01/15/2010

Filing Amendment Note To Reviewer SPI AllState 06/08/2009 06/08/2009

Exhibits and RF-1 Note To Filer Becky Harrington 08/22/2008 08/22/2008

Wind/Hail Deductibles Reviewer Note Becky Harrington 07/30/2008
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Disposition

Disposition Date: 01/27/2010

Effective Date (New): 

Effective Date (Renewal): 

 - Effective Date (New) changed from 11/03/2008 to 01/25/2010 and Effective Date (Renewal) changed from 01/30/2009 to 04/23/2010 by Harrington, Becky on

06/10/2009.

Status: Filed

Comment: To reclose after editorial corrections to manual page.

Company Name: Overall %

Indicated

Change: 

Overall % Rate

Impact: 

Written

Premium

Change for

this

Program: 

# of Policy

Holders

Affected for this

Program: 

Written

Premium for

this Program: 

Maximum %

Change (where

required): 

Minimum %

Change (where

required): 

Encompass Indemnity

Company
% 9.000% $216,377 1,717 $2,404,192 71.000% -80.000%
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Schedule Schedule Item Schedule Item Status Public Access

Supporting Document NAIC Loss Cost Filing Document for

OTHER than Workers' Comp
Filed Yes

Supporting Document HPCS-Homeowners Premium

Comparison Survey
Filed Yes

Supporting Document NAIC loss cost data entry document Filed Yes

Supporting Document Uniform Transmittal Document-Property &

Casualty
Filed Yes

Supporting Document ER820_ActuarialSupport Filed Yes

Supporting Document AR - HOMEOWNERS ABSTRACT FORM

H 1, ISM7 Documentation
Filed No

Supporting Document DOI Response 08.06.08 Filed Yes

Supporting Document ER820_A2_Response_8.20.2008.doc,

ER820-A2_Rate Rule Filing

Schedule.doc, ER820-A2_State Filing

Form02_HPCS_EIND.xls, ER820-

A2_SupportingExhibits.pdf

Filed Yes

Supporting Document ER820_State Filing Form03_ RF-1 REV,

Supporting Exhibits
Filed Yes

Supporting Document Supporting Exhibits 8.22.08 Filed Yes

Supporting Document Aug 22 Objection Response Filed Yes

Supporting Document Summary of Changes - Filing AmendmentFiled Yes

Rate (revised) ER820_Manual_HORate Filed Yes

Rate ER820_Manual_HORate Yes

Rate ER820_Manual_BO Filed Yes

Rate (revised) ER820_Manual_DF Filed Yes

Rate ER820_Manual_DF Yes

Rate ER820_Manual_GE Filed Yes

Rate (revised) ER820_Manual_HORule Filed Yes

Rate ER820_Manual_HORule Yes

Rate ER820_Manual_HORule Yes

Rate ER820_Manual_PUP Filed Yes

Rate Manual_HO_Rules Filed Yes
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Disposition

Disposition Date: 10/08/2008

Effective Date (New): 01/25/2010

Effective Date (Renewal): 04/23/2010

Status: Filed

Comment: 

Company Name: Overall %

Indicated

Change: 

Overall % Rate

Impact: 

Written

Premium

Change for

this

Program: 

# of Policy

Holders

Affected for this

Program: 

Written

Premium for

this Program: 

Maximum %

Change (where

required): 

Minimum %

Change (where

required): 

Encompass Indemnity

Company
% 9.000% $216,377 1,717 $2,404,192 71.000% -80.000%
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Schedule Schedule Item Schedule Item Status Public Access

Supporting Document NAIC Loss Cost Filing Document for

OTHER than Workers' Comp
Filed Yes

Supporting Document HPCS-Homeowners Premium

Comparison Survey
Filed Yes

Supporting Document NAIC loss cost data entry document Filed Yes

Supporting Document Uniform Transmittal Document-Property &

Casualty
Filed Yes

Supporting Document ER820_ActuarialSupport Filed Yes

Supporting Document AR - HOMEOWNERS ABSTRACT FORM

H 1, ISM7 Documentation
Filed No

Supporting Document DOI Response 08.06.08 Filed Yes

Supporting Document ER820_A2_Response_8.20.2008.doc,

ER820-A2_Rate Rule Filing

Schedule.doc, ER820-A2_State Filing

Form02_HPCS_EIND.xls, ER820-

A2_SupportingExhibits.pdf

Filed Yes

Supporting Document ER820_State Filing Form03_ RF-1 REV,

Supporting Exhibits
Filed Yes

Supporting Document Supporting Exhibits 8.22.08 Filed Yes

Supporting Document Aug 22 Objection Response Filed Yes

Supporting Document Summary of Changes - Filing AmendmentFiled Yes

Rate (revised) ER820_Manual_HORate Filed Yes

Rate ER820_Manual_HORate Yes

Rate ER820_Manual_BO Filed Yes

Rate (revised) ER820_Manual_DF Filed Yes

Rate ER820_Manual_DF Yes

Rate ER820_Manual_GE Filed Yes

Rate (revised) ER820_Manual_HORule Filed Yes

Rate ER820_Manual_HORule Yes

Rate ER820_Manual_HORule Yes

Rate ER820_Manual_PUP Filed Yes

Rate Manual_HO_Rules Filed Yes
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 08/22/2008

Submitted Date 08/22/2008

Respond By Date

Dear Carrie Deppe,

This will acknowledge receipt of the response dated 8/20/08 and 8/22/08.
 

Objection 1

No Objections

Comment: Please consider capping all increase at 20%.  
 

Please feel free to contact me if you have questions.

Sincerely, 

Becky Harrington

Response Letter

Response Letter Status Submitted to State

Response Letter Date 10/01/2008

Submitted Date 10/01/2008
 

Dear Becky Harrington,
 

Comments: 

In response to the August 22 objection
 

Response 1
Comments: Please review the attached material.

Related Objection 1

Comment: 

Please consider capping all increase at 20%.  
 

 

Changed Items: 
 

Supporting Document Schedule Item Changes 

Satisfied  -Name: Aug 22 Objection Response
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Comment: 
 

No Form Schedule items changed.
 

 

No Rate/Rule Schedule items changed.
 

Please contact Chris Ewing at 847-402-7309 or chris.ewing@allstate.com if you have further questions or need

additional information.
 

Sincerely, 

SPI AllState
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 08/08/2008

Submitted Date 08/08/2008

Respond By Date

Dear Carrie Deppe,

This will acknowledge receipt of the captioned filing.  
 

Objection 1

No Objections

Comment: Encompass Indemnity filed an increase effective 6/5/2008 for renewal business.  This filing, with an effective

date of 1/30/2009 for renewal business, combined with the previous increase would adversely impact insureds,

particularly the 551 insureds receiving increases between 20% and 80%.  The increases contained in this filing appear

excessive.  Please withdraw this filing and re-file after sufficient time to realize an actual impact from the previous filing.  
 

Please feel free to contact me if you have questions.

 

In accordance with Regulation 23, Section 7.A., this filing may not be implemented until 20 days after the requested

amendment(s) and/or information is received.

Sincerely, 

Becky Harrington

Response Letter

Response Letter Status Submitted to State

Response Letter Date 08/20/2008

Submitted Date 08/20/2008
 

Dear Becky Harrington,
 

Comments: 

Please see our attached response.
 

Response 1
Comments: Please see attached.

Related Objection 1

Comment: 
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Encompass Indemnity filed an increase effective 6/5/2008 for renewal business.  This filing, with an effective date

of 1/30/2009 for renewal business, combined with the previous increase would adversely impact insureds,

particularly the 551 insureds receiving increases between 20% and 80%.  The increases contained in this filing

appear excessive.  Please withdraw this filing and re-file after sufficient time to realize an actual impact from the

previous filing.  
 

 

Changed Items: 
 

Supporting Document Schedule Item Changes 

Satisfied  -Name: ER820_A2_Response_8.20.2008.doc, ER820-A2_Rate Rule Filing Schedule.doc, ER820-A2_State

Filing Form02_HPCS_EIND.xls, ER820-A2_SupportingExhibits.pdf

Comment: 
 

No Form Schedule items changed.
 

 

Rate/Rule Schedule Item Changes

Exhibit Name Rule # or Page # Rate Action Previous State Filing #

ER820_Manual_HORate Entire Manual Replacement

Previous Version

ER820_Manual_HORate Entire Manual Replacement

ER820_Manual_DF Entire Manual Replacement

Previous Version

ER820_Manual_DF Entire Manual Replacement

ER820_Manual_HORule Entire Manual Replacement

Previous Version

ER820_Manual_HORule Entire Manual Replacement

ER820_Manual_HORule Entire Manual Replacement

Sincerely,

 

Carrie Deppe
 

Sincerely, 

SPI AllState
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 07/30/2008

Submitted Date 07/30/2008

Respond By Date

Dear Carrie Deppe,

This will acknowledge receipt of the captioned filing.  
 

Objection 1

No Objections

Comment: Provide the number of insureds receiving an increase greater than 20%. 

 

Provide additional details on the maximum increase of 71%

 

Provide the total impact and number of insureds that will receive increase due to this filing combined with the filing

effective 6/5/2008.
 

Objection 2

- ER820_ActuarialSupport (Supporting Document)

Comment: Attachment II, Section B references Encompass Property and Casualty Company.  Please explain.
 

Objection 3

- ER820_ActuarialSupport (Supporting Document)

Comment: Explain or provide support for the choices made between indicated and proposed territory relativities.

Provide the rate impact for each territory.
 

Objection 4

- ER820_ActuarialSupport (Supporting Document)

Comment: Please verify the permissible loss ratio shown in Exhibit 11.  It appears off by 2.4% by my calculations.
 

Objection 5

- ER820_Manual_HORate, Entire Manual (Rate)

Comment: Explain why the deductible and dwelling age factors are territory based.
 

Objection 6

- ER820_Manual_HORate, Entire Manual (Rate)

Comment: Provide justification for the difference in the tier factors for non-package and package policies.
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Objection 7

- ER820_Manual_HORate, Entire Manual (Rate)

Comment: Explain the difference in the claim free discount and the policy loss free discount referenced on home

premium calculation page 1.  
 

Objection 8

No Objections

Comment: Explain the statement under the homeowner deductible rule ‘The actual deductible applied will be the larger

of the windstorm and hail deductible or the deductible applicable to all other covered perils’.  
 

Please feel free to contact me if you have questions.

 

In accordance with Regulation 23, Section 7.A., this filing may not be implemented until 20 days after the requested

amendment(s) and/or information is received.

Sincerely, 

Becky Harrington

Response Letter

Response Letter Status Submitted to State

Response Letter Date 08/06/2008

Submitted Date 08/06/2008
 

Dear Becky Harrington,
 

Comments: 

Please see our attached response.
 

Response 1
Comments: Please see our attached response.

Related Objection 1

Comment: 

Provide the number of insureds receiving an increase greater than 20%. 

 

Provide additional details on the maximum increase of 71%

 

Provide the total impact and number of insureds that will receive increase due to this filing combined with the filing

effective 6/5/2008.
 



-

-

-

-

-

-
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Related Objection 2

Applies To: 

ER820_ActuarialSupport (Supporting Document)

Comment: 

Attachment II, Section B references Encompass Property and Casualty Company.  Please explain.
 

Related Objection 3

Applies To: 

ER820_ActuarialSupport (Supporting Document)

Comment: 

Explain or provide support for the choices made between indicated and proposed territory relativities.  Provide the

rate impact for each territory.
 

Related Objection 4

Applies To: 

ER820_ActuarialSupport (Supporting Document)

Comment: 

Please verify the permissible loss ratio shown in Exhibit 11.  It appears off by 2.4% by my calculations.
 

Related Objection 5

Applies To: 

ER820_Manual_HORate, Entire Manual (Rate)

Comment: 

Explain why the deductible and dwelling age factors are territory based.
 

Related Objection 6

Applies To: 

ER820_Manual_HORate, Entire Manual (Rate)

Comment: 

Provide justification for the difference in the tier factors for non-package and package policies.
 

Related Objection 7

Applies To: 

ER820_Manual_HORate, Entire Manual (Rate)

Comment: 

Explain the difference in the claim free discount and the policy loss free discount referenced on home premium

calculation page 1.  
 

Related Objection 8
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Comment: 

Explain the statement under the homeowner deductible rule ‘The actual deductible applied will be the larger of the

windstorm and hail deductible or the deductible applicable to all other covered perils’.  
 

 

Changed Items: 
 

Supporting Document Schedule Item Changes 

Satisfied  -Name: DOI Response 08.06.08

Comment: 
 

No Form Schedule items changed.
 

 

Rate/Rule Schedule Item Changes

Exhibit Name Rule # or Page # Rate Action Previous State Filing #

ER820_Manual_HORule Entire Manual Replacement

Previous Version

ER820_Manual_HORule Entire Manual Replacement

Sincerely,

 

Carrie Deppe
 

Sincerely, 

SPI AllState
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Amendment Letter

Submitted Date: 01/25/2010

Comments:

With this filing amendment, we have revised the attached rule manual pages. Please see the attached summary of

changes for further details.

Changed Items:

Rate/Rule Schedule Item Changes:

Exhibit Name: Rule # or Rate Previous State Attach

Page #: Action: Filing Number: Document:

Manual_HO_Rule

s

ER-0820 Replacement ER-0820.PDF

Supporting Document Schedule Item Changes:

User Added  -Name: Summary of Changes - Filing Amendment

Comment:  

Summary of Changes - Filing Amendment.PDF
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Note To Reviewer

Created By:

SPI AllState on 01/15/2010 04:47 PM

Last Edited By:

SPI AllState

Submitted On:

01/15/2010 04:47 PM

Subject:

Request to re-open filing

Comments:

For your records, we need to submit a revision to the Manual Page(s) for this filing. Is it possible to have this filing re-

opened?

 

Thank you in advance for your cooperation.

 

Sincerely,

 

Celeste P. Mrdak

Senior State Filings Analyst

800-366-2958 ext. 27328
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Note To Reviewer

Created By:

SPI AllState on 06/08/2009 05:59 PM

Last Edited By:

SPI AllState

Submitted On:

06/08/2009 05:59 PM

Subject:

Filing Amendment

Comments:

For your records, our effective date for this filing has changed to new business effective 01/25/2010 and renewals

effective 04/23/2010. Please ensure your files reflect the correct effective date for this filing. The updated manuals are

available upon request.

 

We apologize for any inconvenience. Thank you for your time.

 

Sincerely,

 

Celeste P. Mrdak

Senior State Filings Analyst

800-366-2958 ext. 27328
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Amendment Letter

Submitted Date: 08/22/2008

Comments:

Hi Becky,

 

Let's try this again.  =)  Attached are the supporting exhibits.  I have no idea why they aren't coming through - I'll send

them to you via e-mail just in case. 

 

Thanks!

Carrie

Changed Items:

Supporting Document Schedule Item Changes:

User Added  -Name: Supporting Exhibits 8.22.08

Comment:  

Supporting Exhibits 8_22_08.PDF
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Product Name: Other Than Auto

Project Name/Number: Encompass Edge Rate/Rule Filing/ER-0820

Amendment Letter

Submitted Date: 08/22/2008

Comments:

Hi Becky,

Attached is the revised RF-1 form and the supporting exhibits.  Have a great weekend!

Carrie

Changed Items:

Supporting Document Schedule Item Changes:

User Added  -Name: ER820_State Filing Form03_ RF-1 REV, Supporting Exhibits

Comment:  

ER820_State Filing Form03_ RF-1 REV.PDF

ER820_State Filing Form03_ RF-1 REV.XLS

ER820_State Filing Form03_ RF-1 REV.PDF
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Product Name: Other Than Auto

Project Name/Number: Encompass Edge Rate/Rule Filing/ER-0820

Note To Filer

Created By:

Becky Harrington on 08/22/2008 08:55 AM

Last Edited By:

Becky Harrington

Submitted On:

10/08/2008 08:56 AM

Subject:

Exhibits and RF-1

Comments:

Carrie,

 

The exhibits referenced in your response were not attached. 

 

I need a revised RF-1 (NAIC LC Data Entry Form).
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Amendment Letter

Submitted Date: 07/29/2008

Comments:

Please see our attached insurance scoring algorithm and Homeowners abstract filing form.  I apologize for not sending

this with the original filing submission.

 

Sincerely,

Carrie Deppe

Changed Items:

Supporting Document Schedule Item Changes:

User Added  -Name: AR - HOMEOWNERS ABSTRACT FORM H 1, ISM7 Documentation

Comment:  

AR - HOMEOWNERS ABSTRACT FORM H 1.PDF

ISM7 Documentation.PDF
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Reviewer Note

Created By:

Becky Harrington on 07/30/2008 02:40 PM

Last Edited By:

Becky Harrington

Submitted On:

10/08/2008 08:56 AM

Subject:

Wind/Hail Deductibles

Comments:

Should only apply to the perils of wind/hail when an option on the policy
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Project Name/Number: Encompass Edge Rate/Rule Filing/ER-0820

Rate Information
Rate data applies to filing.

Filing Method: File and Use

Rate Change Type: Increase

Overall Percentage of Last Rate Revision: 6.800%

Effective Date of Last Rate Revision: 06/05/2008

Filing Method of Last Filing: File and Use

Company Rate Information
Company Name: Overall %

Indicated

Change: 

Overall % Rate

Impact: 

Written

Premium

Change for

this

Program: 

# of Policy

Holders

Affected for this

Program: 

Written

Premium for

this Program: 

Maximum %

Change (where

required): 

Minimum %

Change (where

required): 

Encompass Indemnity

Company
% 9.000% $216,377 1,717 $2,404,192 71.000% -80.000%
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Rate/Rule Schedule

Schedule Item

Status:

Exhibit Name: Rule # or Page

#:

Rate Action Previous State Filing

Number:

Attachments

Filed 10/08/2008 ER820_Manual_HOR

ate
Entire Manual Replacement Entire Manual.PDF

Filed 10/08/2008 ER820_Manual_BO Entire Manual Replacement Entire Manual.PDF

Filed 10/08/2008 ER820_Manual_DF Entire Manual Replacement Entire Manual.PDF

Filed 10/08/2008 ER820_Manual_GE Entire Manual Replacement Entire Manual.PDF

Filed 10/08/2008 ER820_Manual_HOR

ule
Entire Manual Replacement Entire Manual.PDF

Filed 10/08/2008 ER820_Manual_PUP Entire Manual Replacement Entire Manual.PDF

Filed 01/27/2010 Manual_HO_Rules ER-0820 Replacement ER-0820.PDF
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Supporting Document Schedules

Item Status: Status

Date:

Bypassed  - Item: NAIC Loss Cost Filing Document

for OTHER than Workers' Comp

Filed 10/08/2008

Bypass Reason: Not applicable

Comments:

Item Status: Status

Date:

Satisfied  - Item: HPCS-Homeowners Premium

Comparison Survey

Filed 10/08/2008

Comments:

Attachments:

ER820_State Filing Form02_HPCS_EIND.PDF

ER820_State Filing Form02_HPCS_EIND.XLS

Item Status: Status

Date:

Satisfied  - Item: NAIC loss cost data entry document Filed 10/08/2008

Comments:

Attachment:

AR - RATE FILING ABSTRACT RF-1.PDF

Item Status: Status

Date:

Satisfied  - Item: Uniform Transmittal Document-

Property & Casualty

Filed 10/08/2008

Comments:

Attachments:

AR - NAIC P&C TRANSMITTAL DOCUMENT.PDF

AR - NAIC RATE RULE FILING SCHEDULE.PDF
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Item Status: Status

Date:

Satisfied  - Item: ER820_ActuarialSupport Filed 10/08/2008

Comments:

Attachment:

ER820_ActuarialSupport.PDF

Item Status: Status

Date:

Satisfied  - Item: AR - HOMEOWNERS ABSTRACT

FORM H 1, ISM7 Documentation

Filed 10/08/2008

Comments:

Attachments:

AR - HOMEOWNERS ABSTRACT FORM H 1.PDF

ISM7 Documentation.PDF

Item Status: Status

Date:

Satisfied  - Item: DOI Response 08.06.08 Filed 10/08/2008

Comments:

Attachment:

DOI Response 08_06_08.PDF

Item Status: Status

Date:

Satisfied  - Item: ER820_A2_Response_8.20.2008.d

oc, ER820-A2_Rate Rule Filing

Schedule.doc, ER820-A2_State

Filing Form02_HPCS_EIND.xls,

ER820-A2_SupportingExhibits.pdf

Filed 10/08/2008

Comments:

Attachments:

ER820_A2_Response_8_20_2008_doc.PDF

ER820-A2_Rate Rule Filing Schedule_doc.PDF
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ER820-A2_State Filing Form02_HPCS_EIND_xls.PDF

ER820-A2_State Filing Form02_HPCS_EIND_xls.XLS

ER820-A2_State Filing Form02_HPCS_EIND_xls.PDF

Item Status: Status

Date:

Satisfied  - Item: ER820_State Filing Form03_ RF-1

REV, Supporting Exhibits

Filed 10/08/2008

Comments:

Attachments:

ER820_State Filing Form03_ RF-1 REV.PDF

ER820_State Filing Form03_ RF-1 REV.XLS

ER820_State Filing Form03_ RF-1 REV.PDF

Item Status: Status

Date:

Satisfied  - Item: Supporting Exhibits 8.22.08 Filed 10/08/2008

Comments:

Attachment:

Supporting Exhibits 8_22_08.PDF

Item Status: Status

Date:

Satisfied  - Item: Aug 22 Objection Response Filed 10/08/2008

Comments:

Attachment:

Aug 22 Objection Response.PDF

Item Status: Status

Date:

Satisfied  - Item: Summary of Changes - Filing

Amendment

Filed 01/27/2010

Comments:

Attachment:

Summary of Changes - Filing Amendment.PDF



NAIC Number: Submit to: Arkansas Insurance Department
Company Name: 1200 West Third Street
Contact Person: Little Rock, AR 72201-1904
Telephone No.: Telephone: 501-371-2800
Email Address: Email as an attachment to:insurance.pnc@arkansas.gov
Effective Date: You may also attach to a SERFF filing or submit on a cdr disk

320 320 324 324 326 326 313 313 325 325 303 303 318 318 314 314 315 315
Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

3 $80,000 $494 $478 $550 $529 $698 $672 $775 $707 $557 $537 $802 $784 $727 $714 $594 $577 $531 $517
3 $120,000 $631 $612 $695 $669 $884 $852 $971 $887 $704 $678 $1,039 $1,018 $919 $903 $762 $740 $678 $660

3 $160,000 $775 $754 $849 $818 $1,082 $1,044 $1,169 $1,070 $860 $830 $1,290 $1,266 $1,137 $1,118 $939 $912 $834 $814

6 $80,000 $527 $510 $596 $573 $758 $728 $929 $850 $604 $581 $841 $821 $756 $741 $636 $614 $564 $547
6 $120,000 $672 $651 $751 $722 $958 $920 $1,163 $1,064 $762 $732 $1,088 $1,063 $956 $937 $813 $787 $717 $697

6 $160,000 $824 $799 $916 $881 $1,169 $1,124 $1,393 $1,278 $929 $893 $1,347 $1,318 $1,180 $1,158 $998 $968 $880 $856

9 $80,000 $608 $551 $708 $629 $902 $801 $1,302 $1,039 $718 $638 $936 $869 $828 $778 $735 $664 $641 $586
9 $120,000 $773 $701 $891 $792 $1,137 $1,010 $1,625 $1,298 $903 $804 $1,206 $1,123 $1,046 $982 $936 $849 $812 $745

9 $160,000 $942 $859 $1,079 $963 $1,378 $1,230 $1,934 $1,552 $1,093 $977 $1,485 $1,388 $1,285 $1,211 $1,142 $1,040 $993 $913

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame
3 $80,000 $831 $804 $928 $892 $1,184 $1,139 $1,316 $1,199 $941 $905 $1,363 $1,332 $1,234 $1,211 $1,005 $974 $896 $872

3 $120,000 $1,067 $1,035 $1,178 $1,134 $1,505 $1,449 $1,655 $1,510 $1,194 $1,149 $1,774 $1,736 $1,566 $1,538 $1,295 $1,256 $1,149 $1,118
3 $160,000 $1,317 $1,280 $1,444 $1,392 $1,847 $1,782 $1,997 $1,827 $1,464 $1,412 $2,207 $2,165 $1,943 $1,909 $1,599 $1,554 $1,419 $1,384

6 $80,000 $888 $859 $1,008 $968 $1,288 $1,235 $1,583 $1,446 $1,022 $981 $1,430 $1,396 $1,284 $1,259 $1,077 $1,039 $952 $922
6 $120,000 $1,139 $1,102 $1,276 $1,226 $1,633 $1,567 $1,986 $1,816 $1,295 $1,243 $1,857 $1,815 $1,630 $1,597 $1,383 $1,337 $1,216 $1,182

6 $160,000 $1,401 $1,359 $1,560 $1,500 $1,997 $1,920 $2,384 $2,186 $1,582 $1,521 $2,306 $2,255 $2,017 $1,978 $1,702 $1,650 $1,498 $1,457

9 $80,000 $1,029 $929 $1,202 $1,065 $1,537 $1,361 $2,227 $1,772 $1,219 $1,079 $1,594 $1,478 $1,409 $1,321 $1,247 $1,126 $1,085 $990
9 $120,000 $1,313 $1,190 $1,517 $1,347 $1,943 $1,723 $2,784 $2,221 $1,538 $1,367 $2,061 $1,917 $1,784 $1,675 $1,594 $1,445 $1,381 $1,264

9 $160,000 $1,605 $1,461 $1,841 $1,642 $2,359 $2,103 $3,319 $2,658 $1,867 $1,666 $2,544 $2,376 $2,198 $2,070 $1,951 $1,775 $1,693 $1,556

SPECIFY THE PERCENTAGE GIVEN FOR CREDITS OR DISCOUNTS FOR THE FOLLOWING: EARTHQUAKE INSURANCE
IMPORTANT, homeowners insurance does NOT automatically cover losses from earthquakes.  Ask your agent about this coverage

Fire Extinquisher N/A % Deadbolt Lock N/A % ARE YOU CURRENTLY WRITING EARTHQUAKE COVERAGE IN ARKANSAS? No (yes or no)
Burglar Alarm N/A % Window Locks N/A % WHAT IS YOUR PERCENTAGE DEDUCTIBLE? %
Smoke Alarm N/A % $1,000 Deductible N/A %

Other (specify) Zone Brick Frame
% WHAT IS YOUR PRICE PER $1,000 OF COVERAGE? Highest Risk $ $

NOTE - Minimum Renters Coverage is $30,000 N/A % Lowest Risk $ $

Union

PulaskiUnion

Washington DeshaSt. FrancisCraigheadBaxter PulaskiSebastian

SebastianWashington Arkansas Union MillerBaxter Craighead St. Francis

USE THE APPROPRIATE FORM BELOW - IF NOT APPLICABLE, 
LEAVE BLANK

Homeowners Premium Comparision Survey Form
FORM HPCS - last modified August, 2005

Craighead St. Francis Arkansas

Survey Form for HO3 (Homeowners) - Use $500 Flat Deductible (Covers risk of direct physical loss for dwelling and other structures; named perils for personal property, replacement cost on dwelling, actual cash value on personal property)

Survey Form for HO4 (Renters) - Use $500 Flat Deductible (Named perils for personal property, actual cash value for loss, liability and medical payments for others included)

cdeppe@allstate.com

Miller

Pulaski

Maximum Credit Allowed

11/3/2008 New, 1/30/2009 Renewal

Dwelling 
Value

HO3 and HO4 only

Public 
Protection Class

3

Dwelling 
Value

Public 
Protection Class

Property 
Value

008-15130
Encompass Indemnity Company
Carrie Deppe
847-402-2771

6

Public 
Protection Class

9

Survey Form for DP-2 (Dwelling/Fire) - Use $500 Flat Deductible (Named perils for dwelling and personal property; replacement cost for dwelling, actual cash value for personal property, no liability coverage)
Washington Baxter SebastianMiller



PC RLC INS01783

FORM RF-1 Rate Filing Abstract NAIC LOSS COST DATA ENTRY DOCUMENT

1. This filing transmittal is part of Company Tracking # ER-0820
2. If filing is an adoption of an advisory organization loss cost filing, give name 

of Advisory Organization and Reference/ Item Filing Number

Company Name Company NAIC Number
3. A. Encompass Indemnity Company B. 008-15130

Product Coding Matrix Line of Business (i.e., Type of Insurance) Product Coding Matrix Line of Insurance (i.e., Sub-type of Insurance)
4. A. 04.0 Homeowners B. 04.0000 Homeowners Sub-TOI Combinations

5.
FOR LOSS COSTS ONLY(A)

COVERAGE
(See Instructions)

(B)
Indicated
% Rate

Level Change

(C)
Requested

% Rate
Level Change

(D)

Expected
Loss Ratio

(E)
Loss Cost

Modification
Factor

(F)
Selected

Loss Cost
Multiplier

(G)
Expense
Constant

(If Applicable)

(H)
Co. Current
Loss Cost
Multiplier

Home 15.1% 9.7%
Condo 15.1% 9.7%
Renter 15.1% 9.7%
Dwelling Fire 62.6% 9.7%
Other Than Auto 
Balance 2.0% 0.0%

TOTAL OVERALL 
EFFECT 15.6% 9.0%

6. 5 Year History Rate Change History 7.

Year Policy Count % of 
Change

Effective 
Date

State Earned 
Premium (000)

Incurred 
Losses 
(000)

State Loss 
Ratio

Countrywide 
Loss Ratio Expense Constants Selected 

Provisions

2003 1 0.3% 8/15/03 1 0 0.0% 22% A. Total Production Expense 16.1%
2004 242 -0.4% 5/1/04 273 75 27.6% 46% B. General Expense               8.1%
2005 970 0.0% 10/6/05 1091 541 49.6% 122% C. Taxes, License & Fees      2.9%
2006 1494 6.8% 6/5/08 1767 1132 64.1% 49% D. Underwriting Profit 
2007 1655 2073 1881 90.7% 50% & Contingencies 9.1%

E. Other (explain) 0.9%
F. TOTAL                              37.1%

8. Apply Lost Cost Factors to Future filings?  (Y or N)
9. Estimated Maximum Rate Increase for any Insured (%).  Territory (if applicable):
10. Estimated Maximum Rate Decrease for any Insured (%).  Territory (if applicable):



Effective March 1, 2007

PC TD-1 pg 1 of 2 INS02026
© 2007 National Association of Insurance Commissioners

Property & Casualty Transmittal Document

2. Insurance Department Use only
a. Date the filing is received:
b. Analyst:
c. Disposition:
d. Date of disposition of the filing:
e. Effective date of filing:

New Business
Renewal Business

f. State Filing #:

1. Reserved for Insurance Dept. 
Use Only

g. SERFF Filing #:
h. Subject Codes

3. Group Name Group NAIC #
Allstate 008

4. Company Name(s) Domicile NAIC # FEIN # State #
Encompass Indemnity Company IL 15130 59-2366357

5. Company Tracking Number ER-0820

Contact Info of Filer(s) or Corporate Officer(s) [include toll-free number]
6. Name and address Title Telephone #s FAX # e-mail

Carrie M. Deppe
Assistant State 
Filings Manager 800-366-2958 847-402-9757 cdepp@allstate.com

2775 Sanders Road, Suite 
A5

Northbrook  IL  60062

Ext.  22774

7. Signature of authorized filer
8. Please print name of authorized filer Carrie M. Deppe

Filing Information (see General Instructions for descriptions of these fields)
9. Type of Insurance (TOI) 04.0 Homeowners

10. Sub-Type of Insurance (Sub-TOI) 04.0000 Homeowners Sub-TOI Combinations
11. State Specific Product code(s) (if 

applicable) [See State Specific Requirements]
12. Company Program Title (Marketing Title) Other Than Auto

Rate/Loss Cost Rules Rates/Rules
Forms Combination Rates/Rules/Forms
Withdrawal Other (give description)

13. Filing Type

14. Effective Date(s) Requested New: 11/03/2008 Renewal: 01/30/2009
15. Reference Filing? Yes No
16. Reference Organization (if applicable) Not applicable
17. Reference Organization # & Title Not applicable
18. Company's Date of Filing July 25, 2008
19. Status of filing in domicile  Not Filed  Pending  Authorized  Disapproved



Effective March 1, 2007

PC TD-1 pg 2 of 2 INS02026
© 2007 National Association of Insurance Commissioners

Property & Casualty Transmittal Document

20. This filing transmittal is part of Company Tracking # ER-0820

21. Filing Description [This area can be used in lieu of a cover letter or filing memorandum and is free-form text]

The following information is provided to support the introduction of an enhanced Property program for Encompass 
Indemnity Company, in the state of Arkansas.  The proposed rules, rating structure, and factors include both new rating 
plans and discounts, as well as modifications to existing ones, and are outlined in the attached filing.

The proposed overall rate impact is 9.0%

The proposed effective dates are November 3, 2008 for new business and January 30, 2009 for renewal business. 

The corresponding form filing was approved under company reference number F8730 (SERFF ID ALSX-125734583).

22. Filing Fees (Filer must provide check # and fee amount if applicable.)
[If a state requires you to show how you calculated your filing fees, place that calculation below]

Check #: Not applicable.  Fee sent via EFT.
Amount: $100.0

Rate/rule filing

Refer to each state's checklist for additional state specific requirements or instructions on 
calculating fees.

***Refer to each state's checklist for additional state specific requirements (i.e. # of additional copies required, other state 
specific forms, etc.)
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PROPERTY & CASUALTY
RATE/RULE FILING SCHEDULE

(This form must be provided ONLY when making a filing that includes rate-related items such as Rate; Rule; Rate & 
Rule; Reference; Loss Cost; Loss Cost & Rule or Rate, etc.)

(Do not refer to the body of the filing for the component/exhibit listing, unless allowed by state.)
1. This filing transmittal is part of Company Tracking # ER-0820

2. This filing corresponds to form filing number
(Company tracking number of form filing, if applicable) F8730

Rate Increase Rate Decrease Rate Neutral (0%)

3. Filing Method (Prior Approval, File & Use, Flex Band, etc.) File and Use
4a. Rate Change by Company (As Proposed)

Company Name Overall %
Indicated
Change
(when

Applicable)

Overall
% Rate
Impact

Written
Premium
Change
for this

program

# of 
policyholders 

affected
for this 

program

Written 
premium 
for this 

program

Maximum
%Change 

(where 
required)

Minimum
%Change 

(where 
required)

Encompass Indemnity 
Company

0 9 216377 1717 2404192 71 -80

4b. Rate Change by Company (As Accepted) For State Use Only
Company Name Overall %

Indicated
Change
(when

Applicable)

Overall
% Rate
Impact

Written
Premium
Change
for this

program

# of 
policyholders 

affected
for this 

program

Written 
premium 
for this 

program

Maximum
%Change 

(where 
required)

Minimum
%Change 

(where 
required)

5.  Overall Rate Information (Complete for Multiple Company Filings only)
COMPANY USE STATE USE

5a. Overall percentage rate indication(when applicable)
5b. Overall percentage rate impact for this filing

5c. Effect of Rate Filing – Written premium change for this 
program

5d. Effect of Rate Filing - Number of policyholders affected

6. Overall percentage of last rate revision 6.8
7. Effective Date of last rate revision 06/05/2008

8. Filing Method of Last filing
(Prior Approval, File & Use, Flex Band, etc.) File and Use

9.
Rule # or Page # Submitted 
for Review

Replacement
or withdrawn?

Previous state 
filing number,
if required by state

01 Entire Manual  11/2008
New
Replacement
Withdrawn

02 Entire Manual  11/2008
New
Replacement
Withdrawn

03 Entire Manual  11/2008
New
Replacement
Withdrawn



Effective March 1, 2007

PC RRFS-1 INS02028
© 2007 National Association of Insurance Commissioners

PROPERTY & CASUALTY
RATE/RULE FILING SCHEDULE (cont.)
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9.
Rule # or Page # Submitted 
for Review

Replacement
or withdrawn?

Previous state 
filing number,
if required by state

04 Entire Manual  11/2008
New
Replacement
Withdrawn

05 Entire Manual  11/2008
New
Replacement
Withdrawn

06 Entire Manual  11/2008
New
Replacement
Withdrawn
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ARKANSAS INSURANCE DEPARTMENT

FORM H-1 HOMEOWNERS ABSTRACT

INSTRUCTIONS: All questions must be answered.  If the answer is "none" or "not applicable", so state.  If all questions are not 
answered, the filing will not be accepted for review by the Department.  Use a separate abstract for each company if filing for a group.  
Subsequent homeowners rate/rule submissions that do not alter the information contained herein need not include this form.

Company Name Encompass Indemnity Company
NAIC # (including group #) 008-15130

1. If you have had an insurance to value campaign during the experience filing period, describe 
the campaign and estimate its impact.
N/A

2.
If you use a cost estimator (or some similar method) in order to make sure that dwellings (or 
contents) are insured at their value, state when this program was started in Arkansas and estimate 
its impact.
Agents can use any of the most current automated residential cost estimators available from Marshall & Swift, or 
BOECKH.  The majority of agents use BOECKH and it's impact generally understates the costs by 
approximately 10% on average.

3.
If you require a minimum relationship between the amount of insurance to be written and the 
replacement value of the dwelling (contents) in order to purchase insurance, describe the 
procedures that are used.
100% insurance to value (ITV) is required. Agents submit acceptable documentation estimating the replacement 
value of the home. If the agent is unable to provide an estimate, then an inspection is ordered to determine the 
accurate replacement value.

4. If you use an Inflation Guard form or similar type of coverage, describe the coverage(s) and 
estimate the impact.
Historically, Encompass has utilized the Marshall & Swift Inflation Guard Factors which are published every 6 
months. The percent increase will range from 2% to 4%.

5. Specify the percentage given for credit or discounts for the following:
a.  Fire Extinguisher 0 %
b.  Burglar Alarm 3-5 %
c.  Smoke Alarm 2-5 %
d.  Insured who has both homeowners and auto with your company 10-26 %
e.  Deadbolt Locks 0 %
f.  Window or Door Locks 0 %
g.  Other (specify) Automatic Sprinkler 8-13 %

Gated Community 5 %
%

6. Are there any areas in the State of Arkansas In which your company will not write homeowners 
insurance?  If so, state the areas and explain reason for not writing.

7. Specify the form(s) utilized in writing homeowners insurance.  Indicate the Arkansas premium 
volume for each form.

Form Premium Volume
Homeowners 1,805,000 

Condo 25,000
Renter 30,000 



Form H-1 (1/06)  
Page 2 of 2

 AID PC H-1 (1/06) INS01787

8. Do you write homeowner risks which have aluminium, steel or vinyl 
siding?

Yes           No

9. Is there a surcharge on risks with wood 
heat? No
If yes, state the surcharge N/A
Does the surcharge apply to conventional fire 
places? N/A
If yes, state the surcharge N/A

THE INFORMATION PROVIDED IS CORRECT TO THE BEST OF MY KNOWLEDGE AND BELIEF.

Signature

Carrie M. Deppe
Printed Name

Assistant State Filings Manager
Title

847-402-2774  Ext.  22774
Telephone Number

cdepp@allstate.com
Email address
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Model Overview

Allstate has been studying the relationship between credit report information and 
insurance loss potential since the 1980’s.  In 2000, Allstate introduced its first insurance 
scoring model, a proprietary scoring model developed internally by Allstate using 
information from our blinded policyholder records, combined with credit report 
information obtained for research purposes.  Since that time, Allstate has continued to 
evaluate the predictive power of credit information, and has developed additional 
insurance scoring models.  This report contains information on the development of our 
most recent insurance scoring model referred to as Insurance Scoring Model 7 (ISM7).

In the development of this insurance scoring model, we leveraged data from the majority 
of states, using over 10 million automobile and homeowners policies in the development 
and validation of the model’s results.  While we have reviewed information separately for 
the automobile and homeowners lines of business, the ISM7 model was designed with the 
goal of creating a single model that would predict insurance loss potential for both 
automobile and homeowners insurance.   

Since 2002, many states have passed laws and/or regulations regarding the use of credit 
information for evaluating insurance risks.  While most of the credit variables prohibited 
from use by these laws and regulations have never been considered in any of our 
insurance scoring models, others have led to the creation of state specific models to 
address specific prohibitions.  The ISM7 model has been created to address most of the 
common prohibitions so that this model can be utilized without modification in as many 
states as possible.   

Insurance scoring is just one of many rating variables considered by Allstate in 
determining insurance premiums.  As such, we have developed our insurance scoring 
model to capture the additional predictive power that credit information provides beyond 
that of other rating variables.

The ISM7 Model was designed to predict the likelihood of insurance losses.  The scoring 
model was developed using a multiple regression technique that simultaneously solves 
for the weights for all credit report variables utilized in the model.  The ISM7 Model was 
constructed so that a lower risk of loss would be associated with a lower overall score as 
generated by the insurance scoring model.  Higher scores are associated with a higher 
likelihood of insurance losses.  Thus, credit report attributes that are more favorable will 
result in a reduction of points, or the assignment of fewer points than credit report 
attributes that are considered less favorable.  
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The ISM7 score will be calculated by adding or subtracting points based upon the table below.  The initial starting value for the
score calculation is 451.17.  The final score will rounded to the nearest whole integer.

Variable Point Value Variable Point Value

Presence of  derogatory item in the past 5 years 18.35 Average number of months trades on file
(other than one 30-day late payment) (excluding auto and mortgage related trades)

Number of months (capped at 283) multiplied by -0.0860
Presence of a severely derogatory trade in the 18.13 (If no applicable trades use 0 months)
past 5 years

Revolving trades opened in the past 2 years
Number of collections in the past 5 years (excluding auto and mortgage related trades)
0 0.00 0 0.00
1 19.5044 1 3.0134
2+ 39.0088 2 6.0268

3 9.0402
Revolving trades currently 60-120 days past due 4 12.0536
0 0.00 5 15.0670
1 16.5532 6 18.0804
2 33.1064 7 21.0938
3+ 49.6596 8 24.1072

9 27.1206
Number of payments 30-days late in the past year 10+ 30.1340
0-4 0.00
5+ 28.99 Installment trades opened in the past 2 years

(excluding auto and mortgage related trades)
Months since the  most recent delinquency 0-1 0.00
Number of months (capped at 60) multiplied by -0.8066 2-3 8.81
(If no delinquencies use 60 months) 4+ 19.79

Number of derogatory public records in the past Number of Bank Inquires in the past 2 years
5 years (considers no more than one bank inquiry within 
0 0.00 a 90-day period)
1 12.6974 0 0.00
2 25.3948 1 8.3773
3+ 38.0922 2 16.7546

3 25.1319
Months since the most recent derogatory public 4 33.5092
record
0-4 months 36.75 Percent of active trades with a positive balance
over 4 months or no derogatory public records 0.00 Percent is multiplied by

Amount currently past due If Number of credit card inquiries = 0 0.0000
Amount (capped at $1015) multiplied by 0.02064 If Number of credit card inquiries = 1 or 2 0.1340

If Number of credit card inquiries = 3 or 4 0.3351
Number of trades in the past 5 years If Number of credit card inquiries = 5+ 1.0087
0 88.45
1 47.77 Months since the most recent bank or credit card
2 32.09 inquiry
3-21 0.00 No of months (capped at 24) multiplied by -0.7183
22+ 9.46 (If no bank or credit card inquiries use 24 months)

Number of open revolving trades > 75%
of high credit amount
0-1 0.00
2-3 9.61
4+ 16.37

ISM7 Scorecard



4

Variable Descriptions

A credit report contains different types of information including Inquiries, Public 
Records, Tradelines and Collections.  Inquires show that credit grantors or other 
authorized parties have received a copy of the consumer’s credit report.  Public Records 
includes items such as liens, court judgments, foreclosures and bankruptcies.  A tradeline 
is a broad term including all types of credit accounts a consumer has on their credit 
report, which may include several different types of trade accounts such as mortgages, 
installment accounts, lines of credit, open or revolving accounts.  In addition, items that 
are unpaid and are sent to collection can result in a collection record appearing on the 
credit report.  Each of these types of information, found on a credit report, are considered 
in the calculation of an insurance score.

The credit variables utilized in the ISM7 Model can be categorized into five general 
categories:  Performance on Accounts and Public Records, Number of Accounts, 
Utilization of Accounts, Length of Account History, and Credit Seeking Behavior as 
measured by Inquiry Information.

While some derogatory credit report information may remain on a credit report for seven 
years or more, the variables utilized in the ISM7 Model only consider information from 
the past five years (with the exception of the average length of time trade accounts have 
been on the file).  Inquiry information is only available for the latest two years. 

Certain information will specifically be excluded from consideration including:

• Items that are indicated to be in dispute
• Items designated as being medically related
• Accounts coded as being business, commercial, utility, insurance or employment related
• Accounts for which the consumer is a co-signer but does not have primary responsibility
• Accounts designated as being related to spouse, family or child support
• Accounts indicated as credit cards that have been lost or stolen
• Accounts where the ownership of the account is in dispute

Delinquencies on accounts are considered for trade items related to cellular phones or 
student loans; however, these accounts are not considered in evaluating the number of 
trade accounts, the age of accounts or the number of accounts recently opened.

Performance on Accounts and Public Records

Presence of a derogatory item in the past 5 years (other than one 30-day late 
payment)
This variable considers the presence of collection records, public records and trade 
account items indicating the presence of a delinquency, bankruptcy, judgment 
repossession or a foreclosure.  If only one delinquency, coded as 30-days late, is present 
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on the credit report and no other derogatory items are found, then no points will be 
assigned for this variable. 

Presence of a severely derogatory trade in the past 5 years
This variable considers the presence of delinquencies on accounts.  In order to be 
considered severely derogatory, a delinquency must be beyond 120 days late, which 
would include accounts that are sent to collection, repossessed, charged off as a bad debt 
or subject to a wage earner plan.

Number of collections in the past 5 years
This variable counts the number of collection records during the past 5 years. Collection 
records that are indicated as medically related are excluded from consideration.

Revolving trades currently 60-120 days past due
This variable only considers delinquencies on revolving trade accounts.  The account 
must indicate a current delinquency of 60, 90 or 120 days to be considered.

Number of payments 30 days late in the past year
This variable counts the number of 30-day late payments, across all trade accounts, 
occurring within the past 12 months.  Multiple 30-day late payments from the same trade 
account will be considered.

Months since the most recent delinquency
In addition to considering the presence of delinquencies, we also consider how recently 
those delinquencies have occurred.  The farther back in time delinquencies appear, the 
less of a negative impact they will have on the insurance score.  Those with no 
delinquencies in the past 60 months will receive the maximum reduction in points 
associated with this variable.

Number of derogatory public records in the past 5 years
Derogatory public records reported within the past five years are considered.

Months since the most recent derogatory public record
In addition to considering the presence of derogatory public records, additional points 
will be assigned if a derogatory public record item has been reported within the past 4 
months. 

Amount currently past due
For this variable, the balance currently past due is accumulated on all open trade 
accounts.
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Number of Accounts

Number of trades in the past 5 years
This variable considers the number of trade accounts held during the past 5 years.  A 
trade account will be considered regardless of whether the trade account is currently 
opened or has been closed.  Those with either very few accounts or with a very large 
number of accounts will see points added to their score.

Utilization of Accounts

Number of open revolving trades > 75% of high credit amount
This variable looks at the current balance on each open revolving account, in relation to 
the highest balance ever accumulated on that account (accounts designated as a line of 
credit or an open account type are also considered for purposes of this variable).  We do 
not consider the absolute balance of the account separately, but only as a ratio to the high 
credit amount.  In addition, if the high credit amount for a particular trade account is less 
than $500 then a high credit amount of $500 is used.  No points are assigned under this 
variable unless there are at least two open revolving accounts with a balance > 75% of the 
high credit amount. 

Percent of active trades with a positive balance
This variable considers the number of open trade accounts that have been reported on in 
the past year and that have a balance greater than zero.  The percentage of accounts is 
then calculated and multiplied by a factor 100 (rounded to the nearest integer).  This 
variable is only considered in combination with the number of Credit card inquiries.

Length of Account History 

Average number of months trades on file (excluding auto and mortgage related 
trades)
This variable considers the number of months between the date each trade account was 
opened and the date the credit report is reviewed.  If the date an account was opened was 
over five years ago, or if an account has been closed for more than five years, these 
accounts will still be considered in the calculation of this variable; however, auto and 
mortgage accounts are not considered in the calculation of this variable.  The longer the 
average length of time that trade accounts have been opened, the more points are 
deducted from the score.
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Revolving trades opened in the past 2 years (excluding auto and mortgage related 
trades)
This variable considers only revolving trades that have been opened in the past 2 years.  
If an account is currently closed it will still be considered in the calculation of this 
variable.  Auto and mortgage accounts are excluded from consideration.  

Installment trades opened in the past 2 years (excluding auto and mortgage related 
trades)
This variable considers only installment trades that have been opened in the past 2 years.  
If an account is currently closed it will still be considered in the calculation of this 
variable.  Auto and mortgage accounts are excluded from consideration.  

Credit Seeking Behavior - Inquiry Information

Number of bank inquiries in the past 2 years (considers no more than one bank 
inquiry within a 90-day period)
This variable only considers inquiries that are coded as bank inquiries. In addition, 
inquiries are grouped into three-month intervals for the 24 months of inquiry information 
available on the credit report.  For each three-month time period, beginning with the most 
recent three months, at most one bank inquiry will be considered.  In calculating the total 
number of bank inquiries to consider, each three-month interval is searched for the 
presence of a bank inquiry. If a bank inquiry is present, one inquiry is added to the count, 
and the next three-month interval is skipped from consideration.  The entire 24-month 
history is searched in the same manner.  As a result of the way in which this variable is 
calculated, at most 4 bank inquiries will be considered, and all bank inquiries considered 
will be a minimum of 90 days apart.

Number of credit card inquiries in the past 2 years
This variable considers only inquiries that are coded as credit card inquiries.  Department 
Store inquires are coded separately on a credit report, and are not included in the 
calculation of this variable.  The points assigned for this variable will vary based upon the 
calculation of the Percent of active trades with a positive balance.  The presence of 
credit card inquiries results in additional points being added to the score.  However, fewer 
points will be added in cases where the percentage of active accounts currently carrying a 
positive balance is smaller.

Months since the most recent bank or credit card inquiry
In addition to considering the presence of bank and credit card inquiries, we also consider 
how recently those inquiries have occurred.  The farther back in time inquiries appear, the 
less of a negative impact they will have on the insurance score.  Those with no bank or 
credit card inquiries in the past 24 months will receive the maximum reduction in points 
associated with this variable. 
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Data and Data Adjustments

In the development of the ISM7 Model, we relied upon policyholder data from exposure 
years 2001 and 2002 from the majority of states across the country.  Exposures and losses 
for exposure years 2001 and 2002 were combined using new and renewal business in 
2001 and only renewal business in 2002.  For standard private passenger automobile we 
used data for the Bodily Injury, Property Damage, Collision and Comprehensive 
coverages.  The data file we relied upon for analysis purposes is referred to as the Policy 
History File.  Each policy was then matched with a raw credit report snapshot from 
December of 2000, obtained on a blinded basis.  All policyholder identifying information 
was removed both from the credit report information as well as Allstate’s Policy History 
File.

Credit information was summarized on an individual level, and then one report per policy 
was randomly selected between the named insured and the spouse if applicable on the 
policy.  Since our algorithm is designed to use credit report attributes as independent 
variables for consideration in a predictive model, records for which no credit information 
was available, or which consisted of only inquiry information, were not suitable for 
model building.  For standard private passenger automobile, the percentage of records for 
which the vendor could not find matching credit information was approximately 25%.  
For homeowners, the percentage was approximately 17%.  We believe the exclusion of 
these records will not introduce any significant bias, as the remaining records are 
representative of those whose credit reports will be scored by our insurance scoring 
model in the normal course of business.  

In June of 2004, a change was brought about by the passage of the federal FACT Act, 
which limited the ability of credit reporting agencies to report medically related 
information to third parties.  As a result, more information can now be identified as 
medically related, which is significant because Allstate’s insurance scoring algorithms 
have been created to exclude information that is identified as being medically related. 
Since the archived credit reports obtained for the purposes of building the ISM7 Model 
contained credit snapshots from prior to the time this change was made, we adjusted the 
credit report information to exclude medically related items, so that the credit report 
information used for model building purposes would be consistent with the information 
to which the model would be applied prospectively. 

In addition, we made the following adjustments to the loss experience data.  For 
homeowners insurance, we removed all losses related to catastrophes from the data used 
to develop our scoring algorithm.  This will minimize the chance that significant 
catastrophe related events could have undue influence on the selection of variables used 
in the scoring algorithm. For similar reasons, we also capped any loss amounts more 
than three times greater than the dwelling coverage limit for the policy.  All losses were 
also adjusted to a common deductible level.  For the standard automobile insurance data, 
any losses exceeding $100,000 in a given year for an individual automobile were capped.  
This cap was applied to each individual coverage.
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Dependent Variable

Our goal in developing this model was to capture the predictive power of credit report 
variables above and beyond those other factors already known to influence the cost of 
insurance. Additionally, since Allstate used insurance scoring in its premium 
determination process in many states during 2001 and 2002, the premiums captured on 
our analysis files reflect differences in premiums charged to our customers based upon 
information contained in their credit reports.

To address these two issues, we developed as our dependent variable a theoretical loss 
ratio, which would account for the effects of other variables, other than those related to 
credit history.  In order to accomplish this we began by using capped pure premium 
information at the coverage and policy level.  We then performed a multivariate analysis, 
using Bailey’s minimum bias procedure, to develop indicated rating factors for the 
variables other than credit history.  The pure premium for each policy was then adjusted 
based upon these indicated factors.  The pure premiums were further adjusted by a 
theoretical base rate for each respective coverage, allowing the loss experience to be 
aggregated across all coverages.  The end result was a theoretical loss ratio; that is, the 
loss ratio that would have resulted had credit information not been used and all other 
plans were reflected in the premium based upon the indicated factors developed from the 
multivariate analysis.  This theoretical loss ratio was used as the dependent variable for 
purposes of building the ISM7 Model.

In the creation of the ISM7 Model, the private passenger automobile data utilized was 
broken up into three distinct segments.  We used 40% of the data to perform the 
multivariate analysis described above for purposes of developing indicated rating factors 
used in the creation of the dependent variable (this included information from over 2 
million policies).  Data from over 2 million policies, or 40% of the data, was used for 
purposes of building the model, and the remaining 20% of the data was maintained as a 
holdout sample, so that the model could be validated on a data set independent from the 
data upon which the model was built.  In the creation of the dependent variable, there 
were various states for which the data was unable to be combined easily into a 
countrywide analysis, generally as the result of unique rating classifications.  As a result, 
data from CA, HI, MI, NC, NJ and TX were not included.

Over 5 million homeowner policies records were available for analysis.  All homeowner 
policy records were used in the multivariate analysis that was used to create the 
dependent variable for the homeowners data.  The data was split into a development 
sample, used in the process of model variable identification, and a holdout sample.  The 
development sample included 2/3 of the data or approximately 3.3 million policy records, 
while the remaining 1/3 was used as a holdout sample (1.7 million records).  For 
homeowners, the states of CT, ME, NH, NJ, RI, TX and VT were not included in the data 
used for model building and analysis. 
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Analysis and Model Building 

The ISM7 model was designed with the goal of creating a single model that would 
accurately predict insurance loss potential for both automobile and homeowners 
insurance.  Initially we began with our standard private passenger automobile data, and 
several phases of initial exploratory analysis were conducted.  The first step of the model 
building process was to reduce the list of potential candidate variables to a more 
reasonable, heterogeneous set of predictor variables.  This included univariate analyses, 
to insure that only variables shown to be predictive of insurance losses were being 
considered as potential candidates for the model.  Variables were also carefully studied 
for potential changes in value over time, and variables which demonstrated a higher level 
of stability were given preference in the building of the model.  Also a clustering 
procedure was used to find groups of similar, correlated variables.  This procedure finds 
clusters of variables that are highly correlated with each other and as uncorrelated as 
possible with variables in other clusters.  Based upon the results of this analysis we 
judgmentally selected candidate variables that were not highly correlated with one 
another and which would minimize any estimation problems associated with 
multicollinearity.

The next step involved a stepwise regression procedure to identify the candidate variables 
that were most significant in predicting the dependent variable.  An additional procedure 
called CVT (Continuous Variable Transform), which was developed internally at our 
Allstate Research and Planning Center, was also applied.  This technique performs a 
stepwise, residual based selection, and also optimally forms classification groupings for 
each variable.  This procedure not only aids in the selection of model variables, but also 
provides information on the optimal classification of each variable's values, and 
appropriate values for capping.

Once initial model variables were identified based upon a review of our standard private 
passenger automobile information, a similar process was completed using loss 
information for our homeowners line of business.  In this way the final model variables 
were defined based upon the analysis of both automobile and homeowners data.  All the 
variables included in the ISM7 Model were found to be statistically significant in the 
stepwise regression procedure at a significance level of 0.2 for our standard automobile 
analysis.  

In order to allow more flexibility in the model building process, it was decided to use 
least squares regression to fit the final model.  This allowed us to test several 
combinations of variables along with possible variable interactions.  While the 
parameters of the model were fitted using the dependent variable created based upon 
private passenger automobile data, model results were validated based upon a holdout 
sample of information for both standard automobile data as well as homeowners data.  
Thus several iterations of the model were reviewed in order to identify a final model 
which would most effectively predict loss experience for both automobile and 
homeowners data. 
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Legal Considerations

Over the past few years, various states have passed laws or developed regulations 
affecting the use of credit information, and many of these laws and regulations have 
placed restrictions on the use of certain information in the development of insurance 
scoring models.  While there are many unique provisions that vary from state to state, 
there are some restrictions that are common across several states.  Provided below is 
specific information as to how the ISM7 Model has been designed to assure compliance 
with some of the more common prohibitions.  (Note this is not intended to be a 
comprehensive list of all prohibitions, and Allstate’s models and our procedures in all 
states are designed to comply with all applicable laws and regulations regarding the use 
of credit information). 

Use of income, gender, address, zip code, ethnic group, race, religion, color, sex, marital 
status, disability, national origin or ancestry of the consumer

These items are not, nor have they ever been, included in any of Allstate’s insurance 
scoring models and none of these factors were considered in the development of our 
ISM7 Model.

Items in dispute

A thorough analysis of all remark codes that may appear on a credit report was conducted 
to identify those that indicate that a particular account is the subject of a dispute.  Any 
items coded as being the subject of a dispute are not considered in the calculation of any 
derogatory variables.  In other words, any item that is coded as being in dispute will not 
negatively affect the calculation of the insurance score.  Other codes, such as those that 
show a credit card is lost or stolen, or that the ownership of an account is in dispute, are 
excluded from consideration as well.

Collection accounts with a medical industry code

In determining the number of collections on a credit report, the ISM7 Model will exclude 
collections that are designated as medically related.  A collection item may be designated 
as medically related in one of two ways.  If there is a code that shows the type of the loan 
associated with the collection to be medically related, then this collection will not be 
considered.  In addition, the Collection Agency Name or Creditor’s Name field for a 
particular collection may be returned with the word MEDICAL if Trans Union has 
determined that the information originally contained in these fields was medical in 
nature.  If the word MEDICAL appears in either of these fields for a particular collection 
account, this collection will not be considered in the calculation of a score.
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Additionally, the ISM7 Model not only excludes medically related collection accounts, 
but any type of account, inquiry or public record that is coded as medically related is 
excluded from consideration by the model.

Multiple lender inquiries made within thirty days of one another. 

Certain state laws require special consideration for multiple lender inquiries from the 
home mortgage industry or the automobile lending industry, when such inquiries are 
made within thirty days of one another.  The ISM7 model does not consider auto 
inquiries in the calculation of a score.  Bank inquiries are considered as a part of the 
variable Number of bank inquiries in the past 2 years, and bank inquiries are often 
related to home mortgage accounts.  In the calculation of this variable, bank inquiries are 
grouped by three-month intervals for the 24 months of inquiry information available on 
the credit report.  For each three month time period, beginning with the most recent three 
months, at most one bank inquiry will be considered. In calculating the total number of 
bank inquiries to consider, each three-month interval is searched for the presence of a 
bank inquiry.  If a bank inquiry is present, one inquiry is added to the count, and the next 
three-month interval is skipped from consideration.  The entire 24-month history is 
search in the same manner.  As a result of the way in which this variable is calculated, at 
most four bank inquiries will be considered, and all bank inquiries considered will be a 
minimum of 90 days apart. 

Total available line of credit

The ISM7 Model does not consider the amount of available credit either with respect to a 
specific trade account or across a group of trade accounts.  While we do consider the 
balance of particular trade account in the calculation of the Number of open revolving 
accounts > 75% of high credit amount, the balance is only considered as a percentage 
of the highest balance ever accumulated on that trade account.  The balance and the high 
credit amount are only considered in relationship to one another and are considered as a 
percentage.  Thus, a balance of $500 relative to a high credit amount of $1,000 would be 
considered the same as a balance of $2,000 relative to a high credit amount of $4,000. 
The absolute credit limit is not considered in the calculation of this ratio.
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Model Results and Validation

The scorecard contained in this package shows the specific variables and the 
corresponding weights used in the ISM7 model.  These weights were taken directly from 
the multiple regression procedure used to develop the model, and then were multiplied by 
a factor of 600 so that the score ranges resulting from the application of the model would 
be similar to those produced by other insurance scoring models we have developed.  Our 
model was constructed so that a lower risk of loss would be associated with a lower 
overall score, and higher scores are associated with a higher likelihood of insurance 
losses.   

Model Variable Statistics

Exhibits 1a & 1b, show the results from the preliminary stepwise analysis, including the 
C(p) statistic and significance level of entry for each variable included in our model.  A 
significance level of 0.2 was used to evaluate candidate variables for the model, and all 
variables included in the ISM7 Model were significant at this level in the standard auto 
analysis.  For the homeowners analysis, the same set of variables typically showed a high 
level of significance as well (although not all variables were significant at the 0.2 level).  
As a result, we concluded we could use this set of variables to create a single insurance 
scoring model that would allow us to predict loss potential for both automobile and 
homeowners insurance.   

While a specific coefficient is associated with each variable used in our insurance scoring 
model, these numbers would not be considered as a weight that could be used to 
determine the “order of importance” of the variables in the insurance scoring model.  In 
fact there is no single agreed on procedure for determining the importance of each model 
variable.  One statistic that can be used to estimate the relative contribution of each 
variable in the model would be the partial percent contribution, which indicates the extent 
to which the R-squared in the regression model would decrease if the variable were 
removed.  Larger percentages indicate variables that are statistically significant and 
contribute strongly to the model even after all other variables are accounted for. The 
calculation of partial contribution for the variables included in the ISM7 Model is shown 
on Exhibit 2.

Overall Model Results

Exhibit 3a shows the performance of the ISM7 Model on the standard automobile 
holdout sample.  The policies in this data set were placed in deciles (ten groups of equal 
size) based upon the score generated by the ISM7 Model.  The first decile then represents 
the 10% portion of the policies with the lowest scores.  The validation results clearly 
demonstrate the ability of the model to segment the population into groups of customers 
with distinctly different loss potential based on relevant risk characteristics.  In fact, those 
in the tenth decile have a loss ratio relativity almost 57% higher than the loss ratio 
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relativity for the policies in the first decile.  The results for homeowners insurance, shown 
on Exhibit 3b, demonstrate an even larger difference as the loss ratio relativity of the 
highest decile is 177% higher than the loss ratio relativity of the lowest decile. 

Univariate Results

In addition to the overall model performance, results are also shown for each of the 
variables used in the model on a univariate basis.  Standard automobile data is shown in 
Exhibit 4a and homeowners data is provided in Exhibit 4b.  For each variable, loss ratio 
relativities are shown for relevant values of the variable, as well as the corresponding 
average score for those policies with that particular characteristic.  This data further 
demonstrates that the variables considered by the ISM7 model have predictive power in 
identifying expected cost differences, and that the scores produced by the model show a 
pattern consistent with the univariate loss ratio results for each variable. 

Additional Validation Results

Exhibit 5a and 5b contain validation results broken out separately by frequency and 
severity of loss.  These results are based upon combined data from the holdout sample as 
well as the data used to build the model.  For standard automobile, frequency and severity 
results have been combined across the four coverages included in the data set (bodily 
injury, property damage, collision and comprehensive).  Frequency counts each claim by 
coverage as a separate claim and divides this number by the actual exposures for all four 
coverages combined.  Severity is calculated by taking the total amount incurred across all 
four coverages, and dividing by the total number of claims, counting each claim by 
coverage as a separate claim.  The homeowners data set does not include any losses 
related to catastrophe events.  Consistent with other studies that have been done, the 
standard automobile data shows that the predictive nature of credit information is 
predominately found in the ability to segment risks based upon the frequency of loss.  For 
homeowners insurance, the scoring model shows a strong relationship to both frequency 
and severity of losses.

Finally, standard automobile information by coverage is shown on Exhibit 6.  This 
exhibit shows the ISM7 Model to be a valid predictor of loss potential for each of the 
major coverages.
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Adverse Action Reasons

When the ISM7 Model calculates a score that does not fall into the range of scores 
corresponding to the most favorable group, it also determines the most significant credit 
report attributes resulting in that higher score.  This is done for each individual credit 
report used in calculating the ISM7 policy score, by comparing the points assigned for 
each specific variable in the model to the average number of points that are assigned to 
the group receiving the very best scores.  The difference is then used to rank each 
variable in the order that it contributed to a higher score.  Up to four reasons are recorded; 
however, only those variables for which the consumer’s assigned points exceeded the 
average points of those with the very best scores would be considered as a potential 
adverse action reason.  When two credit reports are used to arrive at a policy score, the 
reasons associated with the credit report which generated the higher score are reported as 
the adverse action reasons for the policy. 

For each variable considered in the model a specific adverse action reason may be 
generated.  We have examined standardized credit explanations provided by other 
modelers, including a consumer reporting agency and a third-party modeler, and have 
found that our reasons provide similar or more information to the reasons used by these 
other modelers. 

The following is a list of potential reasons that may be used in connection with the ISM7 
Model.

° The number of revolving accounts opened in the last two years: A revolving 
account is one in which you have the option to pay the balance off each month, or 
carry part of the balance over to the next month. Generally, if you have not 
opened a revolving account in the past two years, you may receive a more 
favorable insurance score. Please note that we do not consider car loans and/or 
mortgage-related accounts when determining the number of recently opened 
accounts.

° The number of installment accounts opened in the last two years: An installment 
account is an account with a fixed payment amount for the duration of the 
payment period.  Generally, if you have not opened any installment accounts in 
the past two years, you may receive a more favorable insurance score. 

° The number of revolving accounts that are currently between 60 and 120 days 
past due: A revolving account is one in which you have the option to pay the 
balance off each month, or carry part of the balance over to the next month.
Generally, if you do not have any revolving accounts that are 60 days or more 
past due, you may receive a more favorable insurance score.

° The presence of a severely derogatory account within the past five years: A 
delinquent account is considered severely derogatory if it results in a 
repossession, a collection, or the account being charged off as a bad debt.  
Avoiding future delinquencies may lead to a more favorable insurance score.

° The presence of a collection within the past five years: When we refer to a 
“collection,” this could include collections that were previously paid off or 
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collections on closed accounts. We exclude medical collections that are identified 
as such. Those with the most favorable insurance scores will typically have no 
collections on their credit report.  Avoiding future collections may lead to a more 
favorable insurance score.

° The presence of at least one customer-initiated, bank-related inquiry on your 
credit report in the past two years: Inquiries appear on your credit report to show 
that credit grantors or other authorized parties have requested a copy of your 
credit report. Please note that we only consider customer-initiated inquiries, and 
we consider no more than one customer-initiated, bank-related inquiry during any 
90-day period. Generally, fewer customer-initiated credit inquiries may lead to a 
more favorable insurance score.

° The presence of a derogatory item within the past five years: A derogatory item 
may include a delinquency, a collection, or a derogatory public record, such as a 
bankruptcy, judgment, lien, repossession, or foreclosure. Avoiding derogatory 
items in the future may lead to a more favorable insurance score.  

° The presence of two or fewer accounts within the past five years: Generally, if 
you have three or more accounts on your credit report, you may receive a more 
favorable insurance score. However, having too many accounts may also 
adversely affect an insurance score.

° The number of accounts you have had open over the past five years: Generally, if 
you have fewer than 22 accounts on your credit report, you may receive a more 
favorable insurance score. According to your credit history, you have held 22 or 
more accounts within the past five years. Please note that even if an account is 
currently closed, we will still consider it if it was an open account during the past 
five years. Closing accounts will not necessarily improve an insurance score.

° The number of payments that were 30 days late in the past year: We consider 
payments that were 30 days late to be delinquencies.  Even if the delinquency was 
later paid off, or if it is on an account that has since been closed, we still consider 
the delinquency when determining an insurance score.  Generally, the more 
delinquencies you have on your credit report, the greater the effect it will have on 
your insurance score. Avoiding future delinquencies may benefit your insurance 
score.

° The number of open revolving accounts where the current balance you owe is 
greater than 75 percent of the largest balance you have owed for that account:  
Please note that this is not the limit available on the account, but rather the highest 
outstanding balance you have ever carried on that account. A revolving account is 
one in which you have the option to pay the balance off each month or carry part 
of the balance over to the next month. Generally, lowering the balances on 
revolving accounts with a large balance may lead to a more favorable insurance 
score. 

° The presence of a derogatory public record item: A derogatory public record item 
could be a bankruptcy, judgment, lien, repossession or foreclosure from the last 
five years on your credit report. These types of public record items will have an 
adverse effect on an insurance score.  This is true even if you subsequently 
satisfied the public record item. Avoiding future public record items may lead to a 
more favorable insurance score.
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° The number of months since the most recent derogatory public record: A 
derogatory public record item, which includes items such as a bankruptcy, 
judgment, lien, repossession or foreclosure, will have an adverse effect on an 
insurance score. The more recent the public record, the more adverse the impact 
may be on an insurance score. This is true even if you subsequently satisfied the 
public record item. Avoiding future derogatory public record items may lead to a 
more favorable insurance score.

° The average number of months that accounts are listed on the credit report: 
Generally, the longer your average age of accounts, the more favorable your 
insurance score will be. Those with the most favorable insurance scores often 
have an average age of accounts of 14 years or longer. 

° The number of months since the most recent delinquent payment: A delinquent 
payment is one made over 30 days late. Delinquent payments within the past five 
years may have an adverse effect on an insurance score and the more recent the 
delinquency, the greater the adverse effect. Please note that over time the impact 
of this type of delinquency on your insurance score will decrease and even
disappear if there are no new delinquencies. Avoiding future delinquencies may 
benefit your insurance score.

° The number of months since the most recent customer-initiated bank or credit 
card inquiry on the credit report: The presence of customer-initiated bank or credit 
card inquiries on a credit report can adversely impact an insurance score. Inquiries 
appear on your credit report to show that credit grantors or other authorized 
parties have requested a copy of your credit report. The more recent the inquiry, 
the greater the effect it will have on your score. Please note that we only consider 
customer-initiated inquires, and we will consider no more than one customer-
initiated, bank-related inquiry during any 90-day period. Generally, fewer 
customer-initiated credit card inquiries may lead to a more favorable insurance 
score.

° The amount of currently past due items: The presence of currently past due items 
on a credit report can have an adverse effect on your insurance score. The higher 
the amount past due, the greater the adverse effect may be.  Reducing and 
eliminating past due amounts may lead to a more favorable insurance score. 
Those with the most favorable insurance scores will typically have no accounts 
with past due items.

° The percentage of active accounts with positive balances: While it is expected 
that a number of an individual’s active accounts will have a balance, the fewer 
accounts carrying a balance, the more favorable an insurance score may be. Please 
note that paying off some accounts may lead to a more favorable insurance score.

° The number of recent customer-initiated, credit card inquiries on the credit report:  
Please note that we only consider customer-initiated inquiries within the last two 
years. Inquiries appear on your credit report to show that credit grantors or other 
authorized parties have requested a copy of your credit report. The greater the 
number of customer-initiated credit card inquiries, the greater the adverse effect 
on your insurance score. Generally, fewer credit card account requests may lead 
to a more favorable insurance score.
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Exhibit 1a

The variables were entered in the following order.  None were removed at a later stage of the stepwise regression.

Step Variable Entered C(p) F-Value Pr > F

1 Months since the most recent delinquency 1163.03 1974.95 <.0001

2 Number of bank inquiries in the past 2 years (considers no more than one bank inquiry 
within a 90-day period) 692.39 472.58 <.0001

3 Number of credit card inquiries 503.18 191.18 <.0001

4 Number of collections in the past 5 years 364.89 140.29 <.0001

5 Average number of months trades on file (excl auto and mortgage related trades) 287.82 79.06 <.0001

6 Presence of a derogatory item in the past 5 years (other than one 30-day late payment) 211.69 78.13 <.0001

7 Number of open revolving trades >75% of high credit amount 157.29 56.39 <.0001

8 Number of derogatory public records in the past 5 years 111.16 48.13 <.0001

9 Revolving trades currently 60 to 120 days past due 78.20 34.95 <.0001

10 Presence of a severly derogatory trade in the past 5 years 63.81 16.40 <.0001

11 Percent of active trades with a positive balance 52.17 13.63 0.0002

12 Installment trades opened in the Past 2 Years (excl auto and mortgage related trades) 42.88 11.29 0.0008

13 Months since the most recent derogatory public record 35.72 9.16 0.0025

14 Amount currently past due 30.58 7.14 0.0075

15 Months since the most recent bank or credit card inquiry 27.71 4.88 0.0272

16 Revolving trades opened in the Past 2 Years (excl auto and mortgage related trades) 25.85 3.85 0.0497

17 Number of trades in the past 5 years 20.34 7.51 0.0061

18 Number of payments 30 days late in the past year 19.00 3.34 0.0675

Note: No variables were removed by the stepwise procedure (using entry and exit level of significance of 0.2).

STANDARD AUTO 
Order of Significance Level of Entry

as Determined by Stepwise Regression Procedure
(Significance Level of Entry and Exit = 0.2)
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Exhibit 1b

The variables were entered in the following order.  None were removed at a later stage of the stepwise regression.

Step Variable Entered C(p) F-Value Pr > F

1 Presence of a derogatory item in the past 5 years (other than one 30-day late payment)
858.87 1059.74 <.0001

2 Number of bank inquiries in the past 2 years (considers no more than one bank inquiry 
within a 90-day period) 494.89 365.94 <.0001

3 Number of collections in the past 5 years
304.74 192.15 <.0001

4 Number of credit card inquiries
200.50 106.23 <.0001

5 Months since the most recent delinquency
128.29 74.21 <.0001

6 Number of derogatory public records in the past 5 years
88.90 41.38 <.0001

7 Average number of months trades on file (excl auto and mortgage related trades)
53.34 37.56 <.0001

8 Revolving trades currently 60 to 120 days past due
30.34 25.01 <.0001

9 Presence of a severly derogatory trade in the past 5 years
22.03 10.30 0.0013

10 Amount currently past due
15.16 8.87 0.0029

11 Installment trades opened in the Past 2 Years (excl auto and mortgage related trades)
12.77 4.39 0.0362

12 Number of trades in the past 5 years
12.01 2.76 0.0966

13 Months since the most recent bank or credit card inquiry
11.65 2.36 0.1242

Variables not entering stepwise regression (using entry and exit level of significance of 0.2)

14 Number of payments 30-days late in the past year

15 Number of open revolving trades >75% of high credit amount

16 Revolving trades opened in the Past 2 Years (excl auto and mortgage related trades)

17 Months since the most recent derogatory public record

18 Percent of active trades with a positive balance

HOMEOWNERS
Order of Significance Level of Entry

as Determined by Stepwise Regression Procedure
(Significance Level of Entry and Exit = 0.2)
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Exhibit 2

Variable SE t-stat p-value Type II SS Partial Contribution
Months since the most recent delinquency 0.0001631 -8.24 <.0001 1107.82 5.14%
Number of trades in the past 5 years =1 0.01414474 5.63 <.0001 516.63 2.40%
Number of trades in the past 5 years = 0 0.02787332 5.29 <.0001 456.11 2.12%
Percent of active trades with a positive balance * Number of 
credit card inquiries = 5+ 0.00033962 4.95 <.0001 399.51 1.85%
Number of collections in the past 5 years 0.00782101 4.16 <.0001 281.68 1.31%
Number of trades in the past 5 years = 2 0.01380146 3.87 0.0001 244.82 1.14%
Presence of a derogatory item in the past 5 years (other than 
one 30-day late payment) 0.00845179 3.62 0.0003 213.61 0.99%
Revolving trades currently 60 to 120 days past due 0.00814618 3.39 0.0007 187.01 0.87%
Number of bank inquiries in the past 2 years (considers no 
more than one bank inquiry within a 90-day period) 0.00424507 3.29 0.0010 176.38 0.82%
Revolving trades opened in the Past 2 Years (excl auto and 
mortgage related trades) 0.00153589 3.27 0.0011 174.34 0.81%
Presence of a severely derogatory trade in the past 5 years 0.00979998 3.08 0.0020 155.00 0.72%
Number of open revolving trades >75% of High Credit Amount = 
4+ 0.00965193 2.83 0.0047 130.35 0.60%
Months since the most recent bank or credit card inquiry 0.00042734 -2.8 0.0051 127.94 0.59%
Percent of active trades with a positive balance * Number of 
credit card inquiries = 3 or 4 0.00020008 2.79 0.0053 127.03 0.59%
Number of derogatory public records in the past 5 years 0.008024 2.64 0.0084 113.41 0.53%
Average number of months trades on file (excl auto and 
mortgage related trades) 0.00005594 -2.56 0.0104 107.08 0.50%
Number of open revolving trades >75% of High Credit Amount = 
2 or 3 0.00649437 2.47 0.0137 99.11 0.46%
Percent of active trades with a positive balance * Number of 
credit card inquiries = 1or 2 0.00009217 2.42 0.0154 95.68 0.44%
Number of trades in the past 5 years = 22+ 0.00749946 2.1 0.0355 72.09 0.33%
Number of payments 30-days late in the past year 0.02369874 2.04 0.0415 67.75 0.31%
Amount currently past due 0.00001842 1.87 0.0617 56.91 0.26%
Months since the most recent derogatory public record = 0-4 0.03976435 1.54 0.1235 38.69 0.18%
Installment trades opened in the Past 2 Years (excl auto and 
mortgage related trades) = 2 or 3 0.00967442 1.52 0.1293 37.52 0.17%
Installment trades opened in the Past 2 Years (excl auto and 
mortgage related trades) = 4+ 0.02229093 1.48 0.1389 35.71 0.17%

ISM7
Calculation of Percent Partial Contribution
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Exhibit 3a

Decile
Number of 

Policies
Average 
Score

Score 
Relativity

Loss Ratio 
Relativity

1 109,126 372 87% 81%
2 109,127 379 88% 85%
3 109,126 387 90% 88%
4 109,127 398 93% 88%
5 109,127 410 96% 93%
6 109,126 423 99% 99%
7 109,127 439 102% 107%
8 109,126 459 107% 111%
9 109,127 485 113% 118%
10 109,127 539 126% 127%

Total 1,091,266 429 100% 100%

Validation of ISM7 Model Results 
Standard Automobile - Holdout Sample

Theoretical Loss Ratio Results by Decile
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Exhibt 3b

Decile
Number of 

Policies
Average 
Score

Score 
Relativity

Loss Ratio 
Relativity

1 166,751 371 87% 62%
2 166,752 379 88% 75%
3 166,752 386 90% 77%
4 166,752 397 93% 82%
5 166,752 409 95% 83%
6 166,751 422 98% 89%
7 166,752 438 102% 101%
8 166,752 459 107% 122%
9 166,752 486 113% 133%

10 166,752 542 126% 173%
Grand Total 1,667,518 429 100% 100%

Homeowners - Holdout Sample
Theoretical Loss Ratio Results by Decile

Validation of ISM7 Model Results 
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Exhibt 4a
Page 1

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Presence of a derogatory item in the past 5 years (other than one 
30-day late payment)

No 404 94.2% 93.3%
Yes 487 113.5% 115.6%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Presence of a severely derogatory trade in the past 5 years
No 420 97.9% 97.8%
Yes 510 118.8% 121.8%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of collections in the past 5 years
0 423 98.6% 98.4%
1 502 117.1% 125.3%
2+ 536 124.9% 129.5%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Revolving trades currently 60 - 120 days past due
0 424 98.7% 98.7%
1 515 120.1% 123.0%
2 551 128.4% 128.5%
3+ 591 137.8% 134.0%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of payments 30-days late in the past year
0-4 428 99.6% 99.7%
5+ 566 131.9% 128.9%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Months since the most recent delinquency
0 528 123.0% 126.5%

1-24 485 113.1% 115.0%
24-60 445 103.8% 104.5%
None 402 93.7% 92.5%
Total 429 100.0% 100.0%

Validation of ISM7 Model Results
Standard Auto

Univariate Results
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Exhibt 4a
Page 2

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of derogatory public records in the past 5 years
0 424 98.9% 98.8%
1 503 117.3% 118.8%
2 522 121.7% 125.1%

3+ 540 125.7% 127.5%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Months since the most recent derogatory public record
5+ months 429 99.9% 99.9%
0-4 months 570 132.9% 137.4%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Amount currently past due
None 421 98.0% 97.8%
1-100 479 111.7% 115.7%

101-1000 515 120.0% 121.6%
>1000 543 126.6% 126.8%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of trades in past 5 years
0 487 113.6% 116.9%
1 441 102.7% 102.9%
2 430 100.1% 99.7%

3-21 423 98.5% 98.3%
22+ 464 108.0% 107.5%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of open revolving trades > 75% of high credit amount
0-1 419 97.7% 97.2%
2-3 456 106.3% 107.4%
4+ 476 110.9% 110.3%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Average number of months trades on file (excluding auto and 
mortgage related trades)

0-59 454 105.7% 115.9%
60-132 428 99.8% 97.5%
133+ 398 92.8% 88.6%
Total 429 100.0% 100.0%

Standard Auto
Univariate Results

Validation of ISM7 Model Results
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Exhibt 4a
Page 3

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Revolving trades opened in the past 2 years (excluding auto and 
mortgage related trades)

0-2 422 98.3% 97.2%
3-6 448 104.4% 106.8%
7+ 480 111.8% 116.8%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Installment trades opened in the past 2 years (excluding auto and 
mortgage related trades)

0-1 428 99.6% 99.5%
2-3 476 111.0% 113.9%
4+ 503 117.1% 119.4%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of bank inquiries in the past 2 years (considers no more 
than one bank inquiry within a 90-day period)

0 408 95.1% 93.5%
1 446 103.9% 104.3%
2 477 111.1% 114.9%
3 505 117.7% 123.3%
4 536 124.8% 128.4%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Percent of active trades with a positive balance
0-40 413 96.3% 95.5%
41-75 420 97.9% 96.5%
75+ 448 104.3% 106.0%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Number of credit card inquiries
0 418 97.4% 96.3%

1-2 456 106.3% 108.2%
3-4 501 116.7% 125.7%
5+ 574 133.6% 148.5%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity

Loss 
Ratio 

Relativity

Months since the most recent bank or credit card inquiry
0 479 111.6% 116.3%

1-12 462 107.7% 109.8%
13-24 436 101.6% 100.5%
None 404 94.1% 92.4%
Total 429 100.0% 100.0%

Univariate Results

Validation of ISM7 Model Results
Standard Auto
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Exhibt 4b
Page 1

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Presence of a derogatory item in the past 5 years (other than one 
30-day late payment)

No 403 93.9% 82.1%
Yes 487 113.7% 138.8%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Presence of a severely derogatory trade in the past 5 years
No 420 97.9% 93.6%
Yes 513 119.6% 157.8%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of collections in the past 5 years
0 422 98.5% 94.4%
1 504 117.4% 161.8%
2+ 541 126.2% 198.5%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Revolving trades currently 60 - 120 days past due
0 423 98.7% 96.5%
1 518 120.7% 156.2%
2 555 129.5% 191.7%
3+ 595 138.8% 175.6%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of payments 30-days late in the past year
0-4 427 99.6% 99.1%
5+ 567 132.3% 168.5%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Months since the most recent delinquency
0 529 123.4% 165.8%

1-24 482 112.4% 131.9%
24-60 439 102.4% 108.0%
None 400 93.3% 81.3%
Total 429 100.0% 100.0%

Validation of ISM7 Model Results
Homeowners

Univariate Results
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Exhibt 4b
Page 2

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of derogatory public records in the past 5 years
0 424 98.8% 95.9%
1 506 118.0% 163.3%
2 526 122.6% 166.9%
3+ 545 127.1% 171.3%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Months since the most recent derogatory public record
5+ months 428 99.8% 99.7%
0-4 months 575 134.0% 175.5%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Amount currently past due
None 419 97.8% 93.9%
1-100 478 111.5% 133.8%

101-1000 514 119.9% 152.0%
>1000 544 126.9% 171.4%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of trades in past 5 years
0 484 112.8% 122.7%
1 438 102.2% 87.9%
2 427 99.5% 91.2%

3-21 422 98.4% 96.8%
22+ 462 107.8% 118.6%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of open revolving trades > 75% of high credit amount
0-1 418 97.5% 94.3%
2-3 457 106.6% 116.4%
4+ 478 111.4% 121.7%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Average number of months trades on file (excluding auto and 
mortgage related trades)

0-59 457 106.7% 127.3%
60-132 429 100.0% 100.0%
133+ 399 93.0% 74.8%
Total 429 100.0% 100.0%

Homeowners
Univariate Results

Validation of ISM7 Model Results
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Exhibt 4b
Page 3

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Revolving trades opened in the past 2 years (excluding auto and 
mortgage related trades)

0-2 421 98.2% 95.5%
3-6 448 104.5% 111.8%
7+ 481 112.1% 130.2%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Installment trades opened in the past 2 years (excluding auto and 
mortgage related trades)

0-1 427 99.6% 98.9%
2-3 480 112.0% 136.4%
4+ 508 118.4% 158.1%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of bank inquiries in the past 2 years (considers no more 
than one bank inquiry within a 90-day period)

0 408 95.2% 85.6%
1 447 104.4% 110.3%
2 479 111.7% 135.6%
3 508 118.5% 174.6%
4 539 125.7% 197.1%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Percent of active trades with a positive balance
0-40 410 95.7% 88.1%
41-75 420 97.8% 91.5%
75+ 448 104.5% 115.2%
Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Number of credit card inquiries
0 418 97.4% 92.1%

1-2 457 106.6% 118.2%
3-4 505 117.7% 166.7%
5+ 582 135.7% 220.0%

Total 429 100.0% 100.0%

Variable Value Avg Score
Score 

Relativity
Loss Ratio 
Relativity

Months since the most recent bank or credit card inquiry
0 480 112.0% 148.0%

1-12 463 108.0% 121.8%
13-24 437 102.0% 104.7%
None 403 94.1% 83.2%
Total 429 100.0% 100.0%

Univariate Results

Validation of ISM7 Model Results
Homeowners
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Exhibit 5a

Decile
Number of 

Policies Average Score
Score 

Relativity

All coverage 
Frequency 
Relativity

All coverage 
Severity 
Relativity

1 544,442 372 87% 76% 102%

2 544,443 379 88% 82% 96%

3 544,442 387 90% 90% 95%

4 544,443 398 93% 92% 96%

5 544,442 410 96% 94% 97%

6 544,443 423 99% 100% 100%

7 544,442 439 102% 107% 101%

8 544,443 459 107% 112% 102%

9 544,442 485 113% 120% 103%

10 544,443 539 126% 133% 104%

Total 5,444,425 429 100% 100% 100%

ISM7 Model Results 
Standard Auto Results by Frequency and Severity 

Frequency and Severity Relativities by Decile

50%
60%
70%
80%
90%

100%
110%
120%
130%
140%
150%

1 2 3 4 5 6 7 8 9 10

Decile

Frequency
Severity
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Exhibit 5b

Decile Number of Policies
Average 
Score Score Relativity

Non-Cat 
Frequency 
Relativity

Non-Cat 
Severity 
Relativity

1 500,614 371 87% 71% 84%
2 500,614 379 88% 77% 88%
3 500,614 386 90% 83% 88%
4 500,615 397 93% 87% 90%
5 500,614 409 95% 90% 89%
6 500,614 422 98% 96% 94%
7 500,615 438 102% 105% 103%
8 500,614 459 107% 114% 108%
9 500,614 486 113% 125% 108%
10 500,615 542 126% 157% 124%

Total 5,006,143 429 100% 100% 100%

ISM7 Model Results 
Homeowners Results by Frequency and Severity (non- cat)

Non Cat Frequency & Severity Relativities by Decile

40%

60%

80%

100%

120%

140%

160%

180%

1 2 3 4 5 6 7 8 9 10

Decile

Frequency (non-cat)
Severity (non-cat)
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Exhibit 6

Decile Number of Policies
Average 
Score

Score 
Relativity

Bodily Injury 
Loss Ratio 
Relativity

Property 
Damage 

Loss Ratio 
Relativity

Collision 
Loss Ratio 
Relativity

Comprehensive Loss 
Ratio Relativity

1 544,442 372 87% 82% 86% 80% 77%

2 544,443 379 88% 83% 87% 83% 83%

3 544,442 387 90% 89% 91% 87% 86%

4 544,443 398 93% 88% 93% 89% 90%

5 544,442 410 96% 91% 95% 92% 92%

6 544,443 423 99% 100% 100% 100% 97%

7 544,442 439 102% 107% 106% 106% 103%

8 544,443 459 107% 112% 109% 110% 108%

9 544,442 485 113% 121% 113% 118% 118%

10 544,443 539 126% 131% 120% 132% 137%

Total 5,444,425 429 100% 100% 100% 100% 100%

ISM7 Model Results 
Standard Auto Results by Coverage

Loss Ratio Relativity by Decile

60%

70%

80%

90%

100%

110%

120%

130%

140%

1 2 3 4 5 6 7 8 9 10

Decile

Bodily Injury
Property Damage
Collision
Comprehensive



Response to Department Objections received 7.30.2008

Objection 1: Provide the number of insureds receiving an increase greater than 20%.  

Please reference the following histogram, which outlines the range of impact and 
associated policy distribution.  Please note these impacts are based on an average IS score 
assignment, as this variable will be re-evaluated at renewal. 

RANGE DISTRIBUTION
POLICY 
COUNT

60% TO 80% 0.6% 10
40% TO 60% 6.5% 111
20% TO 40% 25.0% 430
0% TO 20% 47.6% 817
-20% TO 0% 18.0% 309

-40% TO -20% 2.0% 34
-60% TO -40% 0.2% 4
-80% TO -60% 0.2% 3

Provide additional details on the maximum increase of 71%.

The policy characteristics are as follows:
Territory 320; AOI $520,000; Masonry, Protection Class 3; Elite; Package; 
Tier 2; Deductible $5,000.

The main driver of this measured increase is the average IS assignment in the proposed 
rate; as this policy is in a favorable tier currently.  Other changes which are major 
contributors to the overall percentage change are the change in the proposed territory 
relativity, and the change in the proposed Elite coverage factor.  

Provide the total impact and number of insureds that will receive increase due to this 
filing combined with the filing effective 6/5/2008.  

The combined total overall rate level impact of the filing effective 6/5/2008 (6.8%) and the 
proposed change included in this filing (9.0%) is 16.4%.  Only those policies with renewal 
effective dates on or between 1/30/2008 and 6/4/2008 would be impacted by both filings 
concurrently; there are 515 such policies of which approximately 90% would receive and 
overall increase.

Objection 2: Attachment II, Section B references Encompass Property and Casualty 
Company.  Please explain.  

The reference to Encompass Property and Casualty is a clerical error.  The first sentence of 
Attachment II, Section B should read as follows:

With this filing, Encompass Indemnity Company is proposing a revision to the existing 
tier structure found in the Encompass Indemnity Company rate and rule manuals.



Objection 3: Explain or provide support for the choices made between indicated and 
proposed territory relativities.  Provide the rate impact for each territory.  

The selected territorial relativities were based on actuarial judgment, using current and 
indicated relativities as a reasonable range, with consideration placed on competitive 
position and target markets. 

The following table outlines the percent change by territory, both the change in relativity 
and the total change.  Please note the total percent change is influenced by the volume and 
characteristics of business in the territory.  Also note, these impacts are based on an 
average IS score assignment, as this variable will be re-evaluated at renewal.

%CHANGE % CHANGE

TERRITORY
TERR REL 
CHANGE TOTAL

301 0.0% 29.2%
302 11.9% -42.8%
303 2.0% 15.5%
304 -11.8% -8.3%
305 -4.1% 0.7%
306 -6.5% -16.7%
307 7.0% 4.4%
309 0.0% -4.1%
310 -5.8% 9.6%
311 -5.7% -3.0%
312 -2.1% 21.6%
313 6.0% 6.4%
314 -0.9% -11.0%
315 -11.7% 17.7%
316 -1.8% -21.3%
318 8.6% 14.2%

%CHANGE % CHANGE

TERRITORY
TERR REL 
CHANGE TOTAL

319 0.0% -8.9%
320 9.1% 24.9%
321 -2.6% -5.9%
322 13.3% 2.6%
323 -2.5% -11.6%
324 -6.5% 4.4%
325 -9.6% 11.7%
326 -3.8% 9.5%

0.0% 9.0%

Objection 4: Please verify the permissible loss ratio shown in Exhibit 11.  It appears off by 
2.4% by my calculations.  



Please reference Attachment III, Exhibit 12, Page 3; which includes a detailed calculation of the 
permissible loss ratio shown in Exhibit 11.

Objection 5: Explain why the deductible and dwelling age factors are territory based.  

While the deductible and dwelling age factor rating plans follow a territory based 
structure, the proposed rating factors are the same for each territory.  The proposed 
structure of each rating plan would be conducive to varying the factors by territory if 
warranted in the future, and is consistent with the structure currently featured in 
Encompass Indemnity Company.

Objection 6: Provide justification for the difference in the tier factors for non-package and 
package policies.  

The difference in tier factors for non-package and package policies, represents an inherent 
package discount and reflects the fact that historical loss experience has shown package 
policies to perform more favorably relative to non-package policies.

Objection 7: Explain the difference in the claim free discount and the policy loss free discount 
referenced on home premium calculation page 1.    

The Policy Loss Free discount applies only to USP Package policies and requires the entire 
policy (Motor Vehicle, Home Segments, Other Lines) be loss free for the specified period.  
Please reference General Rule Manual, Rule 12:  Policy Loss Free Discount for additional 
detail.  The Claim Free Discount applies to both package and segment policies and is 
dependent on only the residence loss experience.  Please reference Home Rules, Rule 25:  
Claim Free Discount for additional detail.

Objection 8: Explain the statement under the homeowner deductible rule ‘The actual 
deductible applied will be the larger of the windstorm and hail deductible or the deductible 
applicable to all other covered perils’.    

The deductible rule verbiage is consistent with that currently featured in Encompass Indemnity 
Company.  The statement in question is intended to clarify which deductible to apply in the event 
of a Windstorm or Hail loss. As this language is confusing, an amended rule is included.  Please 
reference the revised Home Rule Manual, Rule 12:  Deductibles, submitted with this response for 
additional detail.

In addition to the information provided in response to the objections outlined above; the Home Rules
Manual, Rule 10:  Replacement Value Coverage has been revised to read consistent with recently 
approved form changes (EF8730) regarding the guaranteed replacement cost coverage percentage for 
Elite.  Please reference the revised Home Rule Manual, Rule 10:  Replacement Value Coverage, submitted 
with this response for additional detail.



ENCOMPASS INDEMNITY COMPANY
ARKANSAS

OTHER THAN AUTO

Response to DOI Objection Received 8.11.2008:

Objection 1: Encompass Indemnity filed an increase effective 6/5/2008 for renewal business.  
This filing, with an effective date of 1/30/2009 for renewal business, combined with the previous 
increase would adversely impact insureds, particularly the 551 insureds receiving increases 
between 20% and 80%.  The increases contained in this filing appear excessive.  Please withdraw 
this filing and re-file after sufficient time to realize an actual impact from the previous filing.    
Please feel free to contact me if you have questions.

Encompass Indemnity Company recognizes the department’s concern with the impacts to existing 
policyholders; specifically those resulting from the combined effect of the overall rate level change 
effective 6/5/2008 and the overall rate level change included in the initial proposal, the filing has been 
revised to mitigate such impacts.  The amendment as submitted does not include the proposed overall rate 
level change of 9.0%, and thus the revised proposal is revenue neutral.  Encompass will continue to 
evaluate the indicated rate need on a prospective basis, and pursue the overall rate level change at a future 
date.  Encompass believes the implementation of the proposed Encompass EDGE rating plan will, through 
added segmentation and enhanced sophistication, enable Encompass to better serve existing and 
prospective policyholders in the state of Arkansas by removing existing subsidies and more appropriately 
matching the required premium with the associated risk.

Please reference Exhibit 1, which includes the revised Summary of Proposed Change as well as the 
histogram of impacts resulting from the revised proposal on an Other Than Auto basis.  Please note, 87.4% 
of the exposures fall below the 20% impact level, with 44.0% receiving decreases.  Exhibit 2, provides the 
range of impacts by form in histogram format, and includes additional detail illustrating the change in 
average premium.  

Encompass believes that the proposed revisions address the department’s concerns regarding policyholder 
impacts while preserving the segmentation set forth in the proposed rating plan, and asks the department to 
consider this amendment in lieu of withdrawing the filing.

Please reference revised manuals, included as an amendment to the initial filing.
• Home Rules

o Revised the Renter’s Coverage Factor, Rule 3.
• Home Rate Pages

o Revised Dwelling Base Premiums
o Revised Condo Base Rates

• Dwelling Fire Rules
o Revised Occupancy Factors, Rule 5.



Effective March 1, 2007

PC RRFS-1 INS02040
© 2007 National Association of Insurance Commissioners

PROPERTY & CASUALTY
RATE/RULE FILING SCHEDULE

(This form must be provided ONLY when making a filing that includes rate-related items such as Rate; Rule; Rate & 
Rule; Reference; Loss Cost; Loss Cost & Rule or Rate, etc.)

(Do not refer to the body of the filing for the component/exhibit listing, unless allowed by state.)
1. This filing transmittal is part of Company Tracking # ER-0820 A2

2. This filing corresponds to form filing number
(Company tracking number of form filing, if applicable) N/A

Rate Increase Rate Decrease Rate Neutral (0%)

3. Filing Method (Prior Approval, File & Use, Flex Band, etc.) File & Use
4a. Rate Change by Company (As Proposed)

Company Name Overall %
Indicated
Change
(when

Applicable)

Overall
% Rate
Impact

Written
Premium
Change
for this

program

# of 
policyholders 

affected
for this 

program

Written 
premium for 
this program

Maximum
%Change 

(where 
required)

Minimum
%Change 

(where 
required)

Encompass Indemnity 
Company 15.6% 0% $0 1,717 $2,404,192 54.2.0% -56.3%

4b. Rate Change by Company (As Accepted) For State Use Only
Company Name Overall %

Indicated
Change
(when

Applicable)

Overall
% Rate
Impact

Written
Premium
Change
for this

program

# of 
policyholders 

affected
for this 

program

Written 
premium for 
this program

Maximum
%Change 

(where 
required)

Minimum
%Chang
e (where 
required)

5.  Overall Rate Information (Complete for Multiple Company Filings only)
COMPANY USE STATE USE

5a. Overall percentage rate indication(when applicable)
5b. Overall percentage rate impact for this filing

5c. Effect of Rate Filing – Written premium change for this 
program

5d. Effect of Rate Filing - Number of policyholders affected

6. Overall percentage of last rate revision 6.8%
7. Effective Date of last rate revision 6/5/08

8. Filing Method of Last filing
(Prior Approval, File & Use, Flex Band, etc.) File & Use

9. Rule # or Page # Submitted 
for Review

Replacement
or withdrawn?

Previous state filing number,
if required by state

01 Home Rule Manual –
Entire Manual

New
Replacement
Withdrawn

02 Home Rate Pages –
Entire Manual

New
Replacement
Withdrawn

03 General Rule Manual –
Entire Manual

New
Replacement
Withdrawn

04 Dwelling Fire Rule Manual –
Entire Manual

New
Replacement
Withdrawn

05 Personal Umbrella Rule Manual –
Entire Manual

New
Replacement
Withdrawn



Effective March 1, 2007

PC RRFS-1 INS02040
© 2007 National Association of Insurance Commissioners

06 Boat Rule Manaul –
Entire Manual

New
Replacement
Withdrawn



NAIC Number: Submit to: Arkansas Insurance Department
Company Name: 1200 West Third Street
Contact Person: Little Rock, AR 72201-1904
Telephone No.: Telephone: 501-371-2800
Email Address: Email as an attachment to:insurance.pnc@arkansas.gov
Effective Date: You may also attach to a SERFF filing or submit on a cdr disk

320 320 324 324 326 326 313 313 325 325 303 303 318 318 314 314 315 315
Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

3 $80,000 $450 $437 $502 $484 $637 $613 $706 $644 $509 $490 $731 $715 $662 $651 $543 $526 $485 $473
3 $120,000 $575 $559 $633 $610 $805 $776 $885 $808 $641 $618 $946 $927 $837 $822 $695 $674 $618 $601

3 $160,000 $707 $688 $773 $746 $986 $951 $1,064 $975 $784 $756 $1,175 $1,152 $1,035 $1,018 $855 $831 $760 $741

6 $80,000 $481 $466 $544 $523 $691 $664 $846 $775 $551 $530 $766 $748 $690 $676 $580 $561 $514 $499
6 $120,000 $614 $594 $685 $658 $872 $839 $1,058 $969 $695 $668 $991 $968 $871 $854 $741 $717 $654 $635

6 $160,000 $751 $728 $835 $803 $1,064 $1,024 $1,267 $1,163 $845 $814 $1,227 $1,200 $1,074 $1,054 $909 $881 $802 $780

9 $80,000 $823 $823 $1,017 $1,017 $1,300 $1,300 $2,417 $2,417 $1,031 $1,031 $1,166 $1,166 $993 $993 $996 $996 $839 $839
9 $120,000 $1,036 $1,036 $1,272 $1,272 $1,626 $1,626 $3,004 $3,004 $1,289 $1,289 $1,486 $1,486 $1,247 $1,247 $1,257 $1,257 $1,056 $1,056

9 $160,000 $1,247 $1,247 $1,521 $1,521 $1,947 $1,947 $3,545 $3,545 $1,542 $1,542 $1,806 $1,806 $1,515 $1,515 $1,512 $1,512 $1,274 $1,274

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame
3 $80,000 $756 $734 $845 $813 $1,078 $1,037 $1,198 $1,091 $857 $824 $1,240 $1,212 $1,122 $1,102 $916 $887 $816 $795

3 $120,000 $972 $944 $1,071 $1,031 $1,369 $1,319 $1,506 $1,375 $1,086 $1,046 $1,613 $1,579 $1,424 $1,399 $1,178 $1,143 $1,045 $1,017
3 $160,000 $1,199 $1,166 $1,313 $1,267 $1,681 $1,621 $1,816 $1,662 $1,332 $1,284 $2,008 $1,968 $1,766 $1,736 $1,454 $1,413 $1,291 $1,259

6 $80,000 $809 $783 $918 $881 $1,172 $1,125 $1,440 $1,316 $930 $893 $1,301 $1,270 $1,170 $1,146 $980 $946 $867 $840
6 $120,000 $1,038 $1,004 $1,162 $1,115 $1,485 $1,427 $1,806 $1,653 $1,178 $1,131 $1,690 $1,650 $1,482 $1,453 $1,258 $1,216 $1,107 $1,075

6 $160,000 $1,276 $1,236 $1,420 $1,365 $1,816 $1,747 $2,167 $1,988 $1,438 $1,384 $2,097 $2,050 $1,833 $1,799 $1,548 $1,500 $1,363 $1,325

9 $80,000 $1,400 $1,400 $1,735 $1,735 $2,223 $2,223 $4,153 $4,153 $1,759 $1,759 $1,992 $1,992 $1,694 $1,694 $1,699 $1,699 $1,428 $1,428
9 $120,000 $1,768 $1,768 $2,175 $2,175 $2,787 $2,787 $5,166 $5,166 $2,205 $2,205 $2,545 $2,545 $2,133 $2,133 $2,149 $2,149 $1,803 $1,803

9 $160,000 $2,131 $2,131 $2,605 $2,605 $3,340 $3,340 $6,101 $6,101 $2,641 $2,641 $3,098 $3,098 $2,596 $2,596 $2,590 $2,590 $2,178 $2,178

SPECIFY THE PERCENTAGE GIVEN FOR CREDITS OR DISCOUNTS FOR THE FOLLOWING: EARTHQUAKE INSURANCE
IMPORTANT, homeowners insurance does NOT automatically cover losses from earthquakes.  Ask your agent about this coverage

Fire Extinquisher N/A % Deadbolt Lock N/A % ARE YOU CURRENTLY WRITING EARTHQUAKE COVERAGE IN ARKANSAS? No (yes or no)
Burglar Alarm N/A % Window Locks N/A % WHAT IS YOUR PERCENTAGE DEDUCTIBLE? %
Smoke Alarm N/A % $1,000 Deductible N/A %

Other (specify) Zone Brick Frame
% WHAT IS YOUR PRICE PER $1,000 OF COVERAGE? Highest Risk $ $

NOTE - Minimum Renters Coverage is $30,000 N/A % Lowest Risk $ $

6

Public 
Protection Class

9

Survey Form for DP-2 (Dwelling/Fire) - Use $500 Flat Deductible (Named perils for dwelling and personal property; replacement cost for dwelling, actual cash value for personal property, no liability coverage)
Washington Baxter SebastianMiller

008-15130
Encompass Indemnity Company
Carrie Deppe
847-402-2771

Pulaski

Maximum Credit Allowed

11/3/2008 New, 1/30/2009 Renewal

Dwelling 
Value

HO3 and HO4 only

Public 
Protection Class

3

Dwelling 
Value

Public 
Protection Class

Property 
Value

USE THE APPROPRIATE FORM BELOW - IF NOT APPLICABLE, 
LEAVE BLANK

Homeowners Premium Comparision Survey Form
FORM HPCS - last modified August, 2005

Craighead St. Francis Arkansas

Survey Form for HO3 (Homeowners) - Use $500 Flat Deductible (Covers risk of direct physical loss for dwelling and other structures; named perils for personal property, replacement cost on dwelling, actual cash value on personal property)

Survey Form for HO4 (Renters) - Use $500 Flat Deductible (Named perils for personal property, actual cash value for loss, liability and medical payments for others included)

cdeppe@allstate.com

Miller

SebastianWashington Arkansas Union MillerBaxter Craighead St. Francis

Union

PulaskiUnion

Washington DeshaSt. FrancisCraigheadBaxter PulaskiSebastian



NAIC Number: Submit to: Arkansas Insurance Department
Company Name: 1200 West Third Street
Contact Person: Little Rock, AR 72201-1904
Telephone No.: Telephone: 501-371-2800
Email Address: Email as an attachment to:insurance.pnc@arkansas.gov
Effective Date: You may also attach to a SERFF filing or submit on a cdr disk

320 320 324 324 326 326 313 313 325 325 303 303 318 318 314 314 315 315
Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

3 $80,000 $450 $437 $502 $484 $637 $613 $706 $644 $509 $490 $731 $715 $662 $651 $543 $526 $485 $473
3 $120,000 $575 $559 $633 $610 $805 $776 $885 $808 $641 $618 $946 $927 $837 $822 $695 $674 $618 $601

3 $160,000 $707 $688 $773 $746 $986 $951 $1,064 $975 $784 $756 $1,175 $1,152 $1,035 $1,018 $855 $831 $760 $741

6 $80,000 $481 $466 $544 $523 $691 $664 $846 $775 $551 $530 $766 $748 $690 $676 $580 $561 $514 $499
6 $120,000 $614 $594 $685 $658 $872 $839 $1,058 $969 $695 $668 $991 $968 $871 $854 $741 $717 $654 $635

6 $160,000 $751 $728 $835 $803 $1,064 $1,024 $1,267 $1,163 $845 $814 $1,227 $1,200 $1,074 $1,054 $909 $881 $802 $780

9 $80,000 $823 $823 $1,017 $1,017 $1,300 $1,300 $2,417 $2,417 $1,031 $1,031 $1,166 $1,166 $993 $993 $996 $996 $839 $839
9 $120,000 $1,036 $1,036 $1,272 $1,272 $1,626 $1,626 $3,004 $3,004 $1,289 $1,289 $1,486 $1,486 $1,247 $1,247 $1,257 $1,257 $1,056 $1,056

9 $160,000 $1,247 $1,247 $1,521 $1,521 $1,947 $1,947 $3,545 $3,545 $1,542 $1,542 $1,806 $1,806 $1,515 $1,515 $1,512 $1,512 $1,274 $1,274

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$5,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$15,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

$25,000 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame Brick Frame
3 $80,000 $756 $734 $845 $813 $1,078 $1,037 $1,198 $1,091 $857 $824 $1,240 $1,212 $1,122 $1,102 $916 $887 $816 $795

3 $120,000 $972 $944 $1,071 $1,031 $1,369 $1,319 $1,506 $1,375 $1,086 $1,046 $1,613 $1,579 $1,424 $1,399 $1,178 $1,143 $1,045 $1,017
3 $160,000 $1,199 $1,166 $1,313 $1,267 $1,681 $1,621 $1,816 $1,662 $1,332 $1,284 $2,008 $1,968 $1,766 $1,736 $1,454 $1,413 $1,291 $1,259

6 $80,000 $809 $783 $918 $881 $1,172 $1,125 $1,440 $1,316 $930 $893 $1,301 $1,270 $1,170 $1,146 $980 $946 $867 $840
6 $120,000 $1,038 $1,004 $1,162 $1,115 $1,485 $1,427 $1,806 $1,653 $1,178 $1,131 $1,690 $1,650 $1,482 $1,453 $1,258 $1,216 $1,107 $1,075

6 $160,000 $1,276 $1,236 $1,420 $1,365 $1,816 $1,747 $2,167 $1,988 $1,438 $1,384 $2,097 $2,050 $1,833 $1,799 $1,548 $1,500 $1,363 $1,325

9 $80,000 $1,400 $1,400 $1,735 $1,735 $2,223 $2,223 $4,153 $4,153 $1,759 $1,759 $1,992 $1,992 $1,694 $1,694 $1,699 $1,699 $1,428 $1,428
9 $120,000 $1,768 $1,768 $2,175 $2,175 $2,787 $2,787 $5,166 $5,166 $2,205 $2,205 $2,545 $2,545 $2,133 $2,133 $2,149 $2,149 $1,803 $1,803

9 $160,000 $2,131 $2,131 $2,605 $2,605 $3,340 $3,340 $6,101 $6,101 $2,641 $2,641 $3,098 $3,098 $2,596 $2,596 $2,590 $2,590 $2,178 $2,178

SPECIFY THE PERCENTAGE GIVEN FOR CREDITS OR DISCOUNTS FOR THE FOLLOWING: EARTHQUAKE INSURANCE
IMPORTANT, homeowners insurance does NOT automatically cover losses from earthquakes.  Ask your agent about this coverage

Fire Extinquisher N/A % Deadbolt Lock N/A % ARE YOU CURRENTLY WRITING EARTHQUAKE COVERAGE IN ARKANSAS? No (yes or no)
Burglar Alarm N/A % Window Locks N/A % WHAT IS YOUR PERCENTAGE DEDUCTIBLE? %
Smoke Alarm N/A % $1,000 Deductible N/A %

Other (specify) Zone Brick Frame
% WHAT IS YOUR PRICE PER $1,000 OF COVERAGE? Highest Risk $ $

NOTE - Minimum Renters Coverage is $30,000 N/A % Lowest Risk $ $

6

Public 
Protection Class

9

Survey Form for DP-2 (Dwelling/Fire) - Use $500 Flat Deductible (Named perils for dwelling and personal property; replacement cost for dwelling, actual cash value for personal property, no liability coverage)
Washington Baxter SebastianMiller

008-15130
Encompass Indemnity Company
Carrie Deppe
847-402-2771

Pulaski

Maximum Credit Allowed

11/3/2008 New, 1/30/2009 Renewal

Dwelling 
Value

HO3 and HO4 only

Public 
Protection Class

3

Dwelling 
Value

Public 
Protection Class

Property 
Value

USE THE APPROPRIATE FORM BELOW - IF NOT APPLICABLE, 
LEAVE BLANK

Homeowners Premium Comparision Survey Form
FORM HPCS - last modified August, 2005

Craighead St. Francis Arkansas

Survey Form for HO3 (Homeowners) - Use $500 Flat Deductible (Covers risk of direct physical loss for dwelling and other structures; named perils for personal property, replacement cost on dwelling, actual cash value on personal property)

Survey Form for HO4 (Renters) - Use $500 Flat Deductible (Named perils for personal property, actual cash value for loss, liability and medical payments for others included)

cdeppe@allstate.com

Miller

SebastianWashington Arkansas Union MillerBaxter Craighead St. Francis

Union

PulaskiUnion

Washington DeshaSt. FrancisCraigheadBaxter PulaskiSebastian
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FOR LOSS COSTS ONLY
(1) (2) (3) (4) (5) (6) (7) (8)

Indicated Requested Loss Cost Selected Expense Co. Current
LINE OF INSURANCE % Rate % Rate Expected Modification Loss Cost Constant Loss Cost

By Coverage Level Change Level Change Loss Ratio Factor Multiplier (if applicable) Multiplier
Homeowners 15.1% 0.0%
Condo 15.1% 0.0%
Renter 15.1% 0.0%
Dwelling Fire 62.6% 0.0%
Other than Auto Balance 0.0%

TOTAL OVERALL EFFECT
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Selected
5 Year History Provisions
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2004 242 -0.4% 5/1/04 273 75 27.6% 46% D. Underwriting Profit &
2005 970 0.0% 10/6/05 1,091 541 49.6% 122% Contingencies 9.1%
2006 1,494 6.8% 6/5/08 1,767 1,132 64.1% 49% E. Other  (explain) 0.9%
2007 1,655 2,073 1,881 90.7% 50% F. TOTAL 37.1%

0.0%15.6%

2.0%
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Rate Change History AR Earned Incurred Arkansas Countrywide A. Total Production Expense 16.1%
Year Policy Count % Eff. Date Premium  (000) Losses  (000) Loss Ratio Loss Ratio B. General Expense 8.1%
2003 1 0.3% 8/15/03 1 0 0% 22% C. Taxes, License & Fees 2.9%
2004 242 -0.4% 5/1/04 273 75 27.6% 46% D. Underwriting Profit &
2005 970 0.0% 10/6/05 1,091 541 49.6% 122% Contingencies 9.1%
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2007 1,655 2,073 1,881 90.7% 50% F. TOTAL 37.1%
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ENCOMPASS INDEMNITY COMPANY
ARKANSAS

Other Than Auto

ER-0820:  Response to DOI Objection 8.22.2008

Objection 1: Please consider capping all increase at 20%.    

Encompass believes the implementation of the proposed Encompass EDGE rating plan will, through added 
segmentation and enhanced sophistication, enable Encompass to better serve existing and prospective policyholders 
in the state of Arkansas by removing existing subsidies and more appropriately matching the required premium with 
the associated risk.

Please reference the table below, which provides an illustration of resulting impacts in histogram format including 
average premium detail.  Please note these impacts reflect an assumed prospective tier distribution, as IS placement 
will be re-evaluated at renewal using a new algorithm.  

Range of Impact Policy Count Distribution
55% to 50% 3 0.2%
50% to 45% 2 0.1%
45% to 40% 7 0.5%
40% to 30% 47 3.1%
30% to 20% 139 9.2%
20% to 10% 270 17.9%
10% to 0% 396 26.3%
0% to -10% 383 25.4%

-10% to -20% 178 11.8%
-20% to -30% 62 4.1%
-30% to -40% 15 1.0%
-40% to -50% 3 0.2%

>-50% 1 0.1%
Grand Total 1506

As illustrated, 86.9% of the policies fall below the 20% impact level.  In an effort to preserve the segmentation set 
forth in the proposed rating plan, Encompass is proposing to cap impacts to individual policyholders at 20% for the 
first renewal.  This is expected to impact 198 policies.  At the second renewal, the policyholder cap will no longer 
apply.

In order to implement this capping procedure efficiently, there will be limited exceptions to the 20% cap:  any time a 
policy is endorsed (that changes any risk characteristic), or at the renewal following chargeable claim activity that 
we become aware of. In these circumstances the policy premium will be re-adjusted to the full adjusted rate. These 
exceptions are needed to avoid complications that would arise in the maintenance of rating one policy with 
considerations necessary for endorsements and the cap. 

Finally, we do wish to remind you that this capping procedure could result in two risks with the similar risk 
characteristics getting different premiums – with the higher premium applying to the new business risk and renewal 
business incurring a lower premium due to the fact that during the time the policy is subject to the 20% renewal cap. 



ENCOMPASS INDEMNITY COMPANY
PRIVATE PASSENGER AUTO & OTHER THAN AUTO

ARKANSAS

Summary of Changes Regarding Filing ER-0819/ER-0820

Encompass filings ER-0819 (Auto) and ER-0820 (Home) were approved by the Arkansas 
Department of Insurance on 7/16/2009 and 10/8/2008 respectively for New Business 
effective 1/25/2010 and Renewal Business effective 4/23/2010.  Upon implementation of 
the above referenced filings, some inaccuracies were identified in the manuals that were 
originally approved.  The manuals have been updated to correct these errors, as 
summarized below.  All the changes listed are editorial in nature and do not affect the 
rates that have been approved. Please reference the updated rate and rule manuals for 
additional detail. 

PRIVATE PASSENGER AUTO

MOTOR VEHICLE RULE MANUAL

Rule 3(E) - Auto Rating Tier Factor
The rule should read “Upon first renewal credit reports will be ordered for business 
written prior to 1/18/2010.  With respect to credit reports ordered on or after 1/18/2010, 
where a credit report cannot be obtained or a credit report consists only of inquiries, an 
Insurance Score of 430 will be assigned.”  The approved rule manual incorrectly 
references a previous live date.

In addition, the grid for row number determination in the auto rating tier factor was 
updated to reflect the appropriate CSL limit corresponding to the 25/50 split limit.  In the 
previous filing, it referenced “<=25/50 or 100 CSL” whereas it should reference 
“<=25/50 or 75 CSL.”

Rule 5(B) – Safe Driver Insurance Plan (SDIP)
The rule should read “For a renewal policy with an original effective date prior to 
January 25, 2010 written with the Elite coverage option, accidents and minor violations 
that occur prior to the first renewal effective on or after April 23, 2010 are used to 
determine the auto's applicable Merit Rating Factor. No Merit Rating Points apply to 
accidents and minor violations that occur while the operator is listed on the Elite motor 
vehicle policy provided that the date of occurrence is no earlier than the effective date of 
the policy's first renewal on or after April 23, 2010.”  The approved rule manual 
incorrectly references a previous new business and renewal business effective date.

Rule 5(D) – Accident/Violation Forgiveness
The rule should read “For a renewal policy with an original effective date prior to 
January 25, 2010 written with the Elite coverage option, accidents and minor violations 
that occur prior to the first renewal effective on or after April 23, 2010 are used to 
determine the auto's applicable Merit Rating Factor. No Merit Rating Points apply to 



accidents and minor violations that occur while the operator is listed on the Elite motor 
vehicle policy provided that the date of occurrence is no earlier than the effective date of 
the policy's first renewal on or after April 23, 2010.”  The approved rule manual 
incorrectly references a previous new business and renewal business effective date.

Rule 5(E) – Accident/Violation Free Discount
The rule should read “For a renewal policy with an original effective date prior to 
January 25, 2010 written with the Elite coverage option, in the event of a chargeable 
accident that occurred prior to the effective date of the policy's first renewal on or after 
April 23, 2010, the discount will be removed from the auto to which the responsible 
driver is assigned.”  The approved rule manual incorrectly references a previous new 
business and renewal business effective date.

Rule 9(Q) – Good Payer Discount
The rule should read “Initial Qualification: All private passenger autos, vans and pickups 
on the policy, written in Encompass Indemnity Company, will initially qualify for the 
discount for all policies with an effective date on or after January 25, 2010.”  The 
approved rule manual incorrectly references a previous new business date.

MOTOR VEHICLE RATE MANUAL

Territory Pages - Territories were included to account for missing city, county, and zip 
code combinations.  These changes were editorial in nature, as they already received the 
correct rates.

OTHER THAN AUTOMOBILE

HOME RULE MANUAL

Rule 2(D) – Premium Determination
The rule should read “With respect to credit reports ordered on or after January 18, 2010, 
where a credit report cannot be obtained or a credit report consists only of inquiries, an 
Insurance Score of 420 will be assigned.”  The approved rule manual incorrectly 
references a previous live business date.
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