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Filing at a Glance

Companies: Federal Insurance Company, Pacific Indemnity Company, Vigilant Insurance Company

Product Name: Masterpiece SERFF Tr Num: CHUB-125341846 State: Arkansas

TOI: 35.0 Interline Filings SERFF Status: Closed State Tr Num: #365516 $100

Sub-TOI: 35.0001 Personal Interline Filings Co Tr Num: 07-6218-RR State Status: Fees verified and

received

Filing Type: Rule Co Status: Reviewer(s): Becky Harrington,

Betty Montesi, Brittany Yielding

Author: Laura Massa Disposition Date: 03/12/2008

Date Submitted: 11/05/2007 Disposition Status: Filed

Effective Date Requested (New): 12/07/2007 Effective Date (New): 

Effective Date Requested (Renewal): 12/07/2007 Effective Date (Renewal): 

State Filing Description:

General Information

Project Name: Reduce Installment Fees Status of Filing in Domicile: 

Project Number: 07-6218-RR Domicile Status Comments: 

Reference Organization: Reference Number: 

Reference Title: Advisory Org. Circular: 

Filing Status Changed: 03/12/2008

State Status Changed: 11/15/2007 Deemer Date: 

Corresponding Filing Tracking Number: 

Filing Description:

This letter and its attachments serve to submit a new billing installment fee option to the Masterpiece program in

Arkansas.

 

This filing will offer insured's the option to pay their bills by Electronic Fund Transfer (EFT). Insureds who opt for this

payment method will receive a reduction in their monthly installment fee from $10.00 to $3.00.

 

Please refer to the attached actuarial filing memorandum for further detail regarding the changes submitted under this
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filing. We have also attached the Personal Insurance Statement, indicating the installment fee amount, for your review.

 

This filing will become effective as of December 7, 2007.  Please contact the undersigned should you require further

information.

 

Company and Contact

Filing Contact Information

Fran Muldoon, Manager - CPI State Filngs

Dept.

fmuldoon@chubb.com

202 Hall's Mill Rd. (908) 572-2875 [Phone]

Whitehouse Station, NJ 08889-9977 (908) 572-4034[FAX]

Filing Company Information

Federal Insurance Company CoCode: 20281 State of Domicile: Indiana

202 Hall's Mill Road Group Code: 38 Company Type: 

P.O. Box 1650

Whitehouse Station, NJ  08889-1650 Group Name: State ID Number: 

(908) 572-4726 ext. [Phone] FEIN Number: 13-1963496

---------

Pacific Indemnity Company CoCode: 20346 State of Domicile: Wisconsin

202 Hall's Mill Road Group Code: 38 Company Type: 

P.O. Box 1650

Whitehouse Station, NJ  08889-1650 Group Name: State ID Number: 

(908) 572-4726 ext. [Phone] FEIN Number: 95-1078160

---------

Vigilant Insurance Company CoCode: 20397 State of Domicile: New York

202 Hall's Mill Road Group Code: 38 Company Type: 

P.O. Box 1650

Whitehouse Station, NJ  08889-1650 Group Name: State ID Number: 

(908) 572-4726 ext. [Phone] FEIN Number: 13-1963495

---------

Filing Fees
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COMPANY AMOUNT DATE PROCESSED TRANSACTION #

Federal Insurance Company $0.00 11/05/2007

Pacific Indemnity Company $0.00 11/05/2007

Vigilant Insurance Company $0.00 11/05/2007
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Correspondence Summary

Dispositions

Status Created By Created On Date Submitted

Filed Becky Harrington 03/12/2008 03/12/2008

Filed Becky Harrington 11/30/2007 11/30/2007

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
11/09/2007 11/09/2007 Laura Massa 11/28/2007 11/28/2007

Pending

Industry

Response

Becky

Harrington
11/07/2007 11/07/2007 Laura Massa 11/09/2007 11/09/2007

Amendments

Item Schedule Created By Created On Date Submitted

Final Printed

Pages
Supporting Document Laura Massa 03/10/2008 03/10/2008

Filing Notes

Subject Note Type Created By Created

On

Date Submitted

Manaul pages Note To Filer Becky Harrington 03/07/2008 03/07/2008

Final Prints Note To Reviewer Laura Massa 03/07/2008 03/07/2008
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Disposition Date: 03/12/2008

Effective Date (New): 

Effective Date (Renewal): 

Status: Filed

Comment: Disposition to re-close after attachment of manual pages.

Rate data does NOT apply to filing.

Overall Rate Information for Multiple Company Filings

Overall Percentage Rate Indicated For This Filing 0.000%

Overall Percentage Rate Impact For This Filing 0.000%

Effect of Rate Filing-Written Premium Change For This Program $0

Effect of Rate Filing - Number of Policyholders Affected 0
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effective date.
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Overall Rate Information for Multiple Company Filings

Overall Percentage Rate Indicated For This Filing 0.000%

Overall Percentage Rate Impact For This Filing 0.000%

Effect of Rate Filing-Written Premium Change For This Program $0

Effect of Rate Filing - Number of Policyholders Affected 0
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 11/09/2007

Submitted Date 11/09/2007

Respond By Date

Dear Fran Muldoon,

This will acknowledge receipt of the captioned filing. 

 

You must have a rule in your manual.
 

Please feel free to contact me if you have questions.

Sincerely, 

Becky Harrington

Response Letter

Response Letter Status Submitted to State

Response Letter Date 11/28/2007

Submitted Date 11/28/2007
 
Dear Becky Harrington,
 
Comments: 
 

Response 1
Comments: This is in response to your objection letter dated 11/9/07.

 

As requested, we have added a Payment Options section in our rule manual showing the installment fee.

 

Sincerely,

 

 

Laura Massa

State Filings Analyst

(908) 572-2877
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Changed Items: 
 

No Supporting Documents changed.
 

 
No Form Schedule items changed.
 

 
Rate/Rule Schedule Item Changes

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

General Rules Page 1.1 - 1.2 Replacement

General Rules Insert Insert #1 New
 
Sincerely, 

Laura Massa
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 11/07/2007

Submitted Date 11/07/2007

Respond By Date

Dear Fran Muldoon,

This will acknowledge receipt of the captioned filing.  
 

Objection 1

No Objections

Comment: Provide the manual page containing the installment fee rule.
 
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 11/09/2007

Submitted Date 11/09/2007
 
Dear Becky Harrington,
 
Comments: 
 

Response 1
Comments: Ms. Harrington:

 

We provide the detailed installment information on the bill the insured receives.

 

Please advise if this is acceptable rather than us having to revise our rate and rule manual.
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Sincerely,

 

Laura Massa

State Filings Department

(908) 572-2877 

Related Objection 1

Comment: 

Provide the manual page containing the installment fee rule.
 

 
Changed Items: 
 

No Supporting Documents changed.
 

 
No Form Schedule items changed.
 

 
Rate/Rule Schedule Item Changes

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

Personal Insurance Statment New
 
Sincerely, 

Laura Massa
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Amendment Letter

Amendment Date:

Submitted Date: 03/10/2008

Comments:

Attached you will find the pages in final printed form that were revised as a result of this filing

These pages carry an effective date of December 7, 2008.

 

General Rules - Pages 1,1 - 1..2

 

Your acknowledgement of the receipt of these finals will be appreciated for the completion of our files

 

Sincerely,

 

Laura Massa

State Filings Analyst

(908) 572-2877

Changed Items:

Supporting Document Schedule Item Changes:

User Added  -Name: Final Printed Pages

Comment:  Please see attached final printed pages.

031008 Ark Gen Rules.PDF
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Note To Filer

Created By:

Becky Harrington on 03/07/2008 11:50 AM

Subject:

Manaul pages

Comments:

I'm afraid the attachment might be too big for us to receive. I'll re-open the filing.
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Note To Reviewer

Created By:

Laura Massa on 03/07/2008 11:17 AM

Subject:

Final Prints

Comments:

Becky,

 

Unfortunately, SERFF is not set-up to allow attachments to be sent to "Note to Reviewer".  I can send them to you in an

email attachment if would be okay.

 

Thank's.

 

Laura Massa

State Filings Analyst

(908) 572-2877
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Note To Filer

Created By:

Becky Harrington on 03/07/2008 10:26 AM

Subject:

Final pages

Comments:

Can you add them by attachment in a Note to Reviewer?  
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Note To Reviewer

Created By:

Laura Massa on 03/05/2008 03:51 PM

Subject:

Final Printed Pages

Comments:

We would like to attach the final printed pages through the SERFF system for this approved filing.. These pages carry

an effective date of  December 7, 2007.  It's not possible on our end to re-open a filing once it's closed.

 

We respectfully request the Department to re-open the above-referenced SERRF filings so that we may submit the final

printed pages. I appreciate it.

 

Sincerely,

 

Laura Massa

State Filings Analyst

(908) 572-2877
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Rate Information

Rate data does NOT apply to filing.
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Rate/Rule Schedule

Review Status: Exhibit Name: Rule # or Page

#:

Rate Action Previous State Filing

Number:

Attachments

Filed Personal Insurance

Statement
Pages 1, 2 New 103007 ARK

Stmt.PDF

Filed Personal Insurance

Statment

New 103007 ARK

Stmt.PDF

Filed General Rules Page 1.1 - 1.2 Replacement 112807 AR Gen

Rules.PDF

Filed General Rules Insert Insert #1 New 112807 AR Insert.PDF
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Supporting Document Schedules

Review Status:

Satisfied  -Name: Filing Memorandum Filed 11/30/2007

Comments:

Please see attached filing memorandum

Attachment:

Arkansas EFT Filing Document.pdf

Review Status:

Satisfied  -Name: Final Printed Pages Filed 03/12/2008

Comments:

Please see attached final printed pages.

Attachment:

031008 Ark Gen Rules.PDF



Filing Memorandum 
Arkansas Department of Insurance 

Installment Fees for Direct Bill and Electronic Fund Transfer 
 
We are filing to maintain our current installment fee for direct bill and to propose a reduced fee for electronic 
fund transfer.  The justification for these two fees is attached. Exhibit 1 shows the derivation of these two 
installment fees. Exhibit 2 shows the current distribution of installment plan in Arkansas.  The following 
explains the processing cost and installment plan.  
 
Processing Cost 
 
The Arkansas processing cost was based on the total charge to the Arkansas branches from Personal Lines Service 
Branch (PLSB) and Premium Accounting (PASC) as of twelve months ending December 2006.   The expense 
amount is on a fully loaded, incurred basis and is the result of the allocations developed by our monthly cost 
accounting system that feeds our Management Information System, financial, and statutory reporting.   The ultimate 
number utilized is a summation of the individual allocation results from the cost centers that make up PLSB and 
PASC, each of which has their own allocation methodology. 
 
Installment Plan 
 
We offer a monthly installment plan to our policyholders. It is up to the policyholder to decide how they want to pay 

their premium. The following describes how installment fees are being assessed.   

Installment Fee Processing: 

How Fee is determined – Fee amount is applied based upon the risk state and coverage type(s) represented on each 
policy. 
 
How Bill Payer is Charged 

o Installment fees are not assessed on new Premium, Renewal, Newlines, first time billed 
endorsements 

o Installment fees are charged on all subsequent policy term bills following the “new 
premium” transaction for as long as the customer decides to pay in installments on that 
term.  

o All customers are offered monthly billing. If the customer elects to pay in full, no 
installment fee will be assessed. If the customer pays in 2 installments 1 service fee 
would be assessed.  

o Installment fees are not charged on Pending cancellation notices, earned premium bills, 
installment fees are only charged at the time of standard invoicing. 

• How is a payment plan elected – A payment plan is chosen by the customer via their payment 
amount. The customer can chose to pay any amount between the minimum and total amount due 
inclusively. If the customer elects to pay ½ of their premium at the time of the first invoice, a 
second invoice would not generate for roughly 6 months. 

 
 



Justification of Installment Fees for Direct Bill and Electronic Fund Transfer Exhibit 1
Derivation of Installment Fees
Arkansas

Calendar
Year
2006

(a) Total personal lines processing related charge to Arkansas Branch 342,505

(b) Number of policies processed in Arkansas Branch 9,900

(c) = (a)/(b) Processing cost per policy $35

(d) Assumed % incremental processing cost for each installment for Direct Bill 50.0%

(e)=(c)*(d) Estimated installment fee for Direct Bill $17

(f) Selected installment fee for Direct Bill $10

(g) Assumed % incremental processing cost for each installment for Electronic Fund Transfer 20.0%

(h) = (c)*(g) Estimated installment fee for Electronic Fund Transfer $7

(i) Selected installment fee for Electronic Fund Transfer $3

Notes:

(a) We only summarize financial data at the branch level, so these are processing 
related charges for the Arkansas Branch.

(b) We only summarize financial data at the branch level, so these are the policies processed
at the Arkansas Branch.

(c) We assumed the processing cost per policy for Arkansas Branch is a proxy
for Arkansas

(d) & (g) Incremental processing cost % derivation

For Direct Bill
Derivation of incremental cost % using Arkansas Branch as a proxy

Variable processing cost 139,335 (1)

Accounting services 31,638 (2)

Administration and management cost 21,895 (3)

Assuming only 50% of item (3) is an incremental cost 10,948 (4)=(3)*50%

Total of (1), (2), and (4) 181,920 (5)

Total processing related cost for Arkansas Branch 342,505 (6)

Derived incremental cost % for Direct Bill 53.1% (7)=(5)/(6)

Selected incremental cost % for Direct Bill 50.0%

For Electronic Fund Transfer
Variable processing cost 139,335 (1)

Assuming only 50% of item (1) is an incremental cost 69,668 (2)=(1)*50%

Total processing related cost for Arkansas branch 342,505 (3)

Derived incremental cost % for Electronic Fund Transfer 20.3% (4)=(2)/(3)

Selected incremental cost % for Electronic Fund Transfer 20.0% (5)

Additional Note:
Loss of interest income is not included in the derivation of cost for installment

Arkansas Chubb premium in 2006 5,937,752 (1)

Arkansas in force policies as of 12/06 1,964 (2)

Average premium in Arkansas 3,023 (3)

average # of installments per policy in Arkansas 1.6 (4)

Average premium per installment 1,835 (5)=(3)/(4)

(6) (7) (8) (9)=(7)*(8)*(1/(4))

Average Remaining Interest Loss of
Installment Premium Rate* Interest

$1,835 $1,188 5.0% $36.2

Total $36.2 (10)
Implied loss of interest income 
per installment $21.98 (11)=(10)/(4)

Therefore, for a typical installment policy, we lost $36.2 interest income on average.
* Yield for 3 months treasury bonds.



Exhibit 2

Distribution of Installment Plans
Arkansas As of 12/2006

(1) (2)=(3)/(1) (3)
Average

# of % of Installment Total
Policies Policies Number Installments

No installments 1,023 66.1% 0 0
11 installments 80 5.2% 11 880
10 installments 37 2.4% 10 370
9 installments 26 1.7% 9 234
8 installments 19 1.2% 8 152
7 installments 23 1.5% 7 161
6 installments 13 0.8% 6 78
5 installments 20 1.3% 5 100
4 installments 34 2.2% 4 136
3 installments 52 3.4% 3 156
2 installments 62 4.0% 2 124
1 installment 159 10.3% 1 159

Total number of Arkansas policies 1,548 100.0% 1.6 2,550
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