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Disposition

Disposition Date: 03/19/2010
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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
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this Program: 
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Change (where

required): 
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Change (where

required): 
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Company
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Supporting Document HPCS-Homeowners Premium
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 03/15/2010

Submitted Date 03/15/2010

Respond By Date

Dear Dan Keefe,

This will acknowledge receipt of the captioned filing.  
 

Objection 1

No Objections

Comment: The indications are all labeled buildings.  Do the calculations include any contents data?  Have the contents

base rates been increased?
 

Objection 2

No Objections

Comment: Please indicate the type of losses driving the loss ratio. 
 

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 03/15/2010

Submitted Date 03/16/2010
 

Dear Becky Harrington,
 

Comments: 
 

Response 1
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Comments: The calculations do not include contents data.  Building coverages account for the majority of our premium

within the Dwelling program so we choose to focus our indications on that data.  Contents rates have not been

increased.

Related Objection 1

Comment: 

The indications are all labeled buildings.  Do the calculations include any contents data?  Have the contents base

rates been increased?
 

 

Changed Items: 
 

No Supporting Documents changed.
 

 

No Form Schedule items changed.
 

 

No Rate/Rule Schedule items changed.
 

 

Response 2
Comments: The following are our top 3 causes of loss in Arkansas for the year ending June 2009, on a percent paid

amount basis: 40.0% Wind/Hail losses, 31.8% Fire losses, and 9.0% Collapse losses.

Related Objection 1

Comment: 

Please indicate the type of losses driving the loss ratio. 
 

 

Changed Items: 
 

No Supporting Documents changed.
 

 

No Form Schedule items changed.
 

 

No Rate/Rule Schedule items changed.
 

 

Sincerely, 

Amy Anton, Dan Keefe, Gabe Dunbar
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Filing Method of Last Filing: File and Use
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this

Program: 

# of Policy
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Program: 
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Premium for
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required): 
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Change (where

required): 
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Company
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Auto-Owners                                                                                        
DWELLING FIRE   

ARKANSAS  
BASE RATES 

  
  
STANDARD PROGRAM 
  

  
PREMIER PROGRAM 
                                 

                                 
 

Edition Date:  04/20/10

Occupancy Base   Coverage Rel
      
Bldg.-Owner 719.39   Basic           0.950
Bldg.-Tenant 685.13   Special           1.000
Contents 114.80   

Occupancy Base   Coverage Rel
               
Bldg.-Tenant 548.10   Special           1.000

Page 1 of 1AOARZ021

03/10/2010file://X:\SPauthor\Actuary\PP\AR\DWELLING\AOARZ021.htm
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Supporting Document Schedules

Item Status: Status

Date:

Satisfied  - Item: Form RF-1 NAIC Loss Cost Data

Entry Document--All P&C Lines

Filed 03/19/2010

Comments:

Please see attached NAIC Loss Cost Document.

Attachment:

NAIC Loss Cost Data Entry 04-20-2010.pdf

Item Status: Status

Date:

Satisfied  - Item: HPCS-Homeowners Premium

Comparison Survey

Filed 03/19/2010

Comments:

Please see attachment which was calculated using non-owner special form rates in the standard program.

Attachment:

HO_Survey_FORM_HPCS.xls

Item Status: Status

Date:

Bypassed  - Item: NAIC Loss Cost Filing Document

for OTHER than Workers' Comp

Bypass Reason: N/A

Comments:

Item Status: Status

Date:

Satisfied  - Item: Explanatory Memorandum Filed 03/19/2010

Comments:

Please see attached Explanatory Memorandum.

Attachment:

AR DWF Exp Memo.pdf
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D NAIC LOSS COST DATA ENTRY DOCUMENT 
 
 

1. This filing transmittal is part of Company Tracking #  DWF-AR-01-03/12/2010-01 

2. If filing is an adoption of an advisory organization loss cost filing, give 
name of Advisory Organization and Reference/ Item Filing Number N/A 

  
 

  Company Name Company NAIC Number 
3. A. Auto-Owners Insurance Company B. 280-18988 

 
  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. 01.0 Property B. 01.0002 Personal Property (Fire and Allied Lines) 

 
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 

Dwelling Fire 132.6% 9.8%      
        
        
        
        
        
 TOTAL OVERALL 
EFFECT  9.8%      

 
 

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 

2009 3,872 4.6% 4/20/09 852.6 1,080.7 159.2% 85.5%  A. Total Production Expense 22.3
2008 2,622 N/A N/A 570.7 777.4 126.6% 78.8%  B. General Expense                1.3
2007 1,624 2.1% 11/15/07 322.0 39.3 -13.7% 71.0%  C. Taxes, License & Fees       3.1
2006 909 N/A N/A 147.9 66.3 85.9% 65.8%  D. Underwriting Profit  7.1
2005 143 N/A N/A 5.9 0 0 64.2%       & Contingencies 

         E. Other (Reinsurance) 0.5
         F. TOTAL                               34.6

 
8. __N__ Apply Lost Cost Factors to Future filings? (Y or N) 
9. __11.5% Estimated Maximum Rate Increase for any Insured (%). Territory (if applicable): Territory 2: Northwest Counties  
10. __N/A___ Estimated Maximum Rate Decrease for any Insured (%) Territory (if applicable): _____________________________ 
 
PC RLC                                                                                                                                                                                                                             U:LossCostDraft/DataEntry.doc 



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

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

$80,000

$120,000

$160,000

$80,000

$120,000

$160,000

$80,000

$120,000

$160,000

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

$5,000

$15,000

$25,000

$5,000

$15,000

$25,000

$5,000

$15,000

$25,000

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

$80,000 $530.00 $594.00 $547.00 $612.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $530.00 $594.00 $558.00 $625.00

$120,000 $716.00 $801.00 $738.00 $827.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $716.00 $801.00 $753.00 $843.00

$160,000 $910.00 $1,019.00 $938.00 $1,051.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $910.00 $1,019.00 $957.00 $1,072.00

$80,000 $530.00 $594.00 $547.00 $612.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $642.00 $719.00 $530.00 $594.00 $558.00 $625.00

$120,000 $716.00 $801.00 $738.00 $827.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $866.00 $970.00 $716.00 $801.00 $753.00 $843.00

$160,000 $910.00 $1,019.00 $938.00 $1,051.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $1,102.00 $1,234.00 $910.00 $1,019.00 $957.00 $1,072.00

$80,000 $790.00 $949.00 $815.00 $979.00 $956.00 $1,148.00 $956.00 $1,148.00 $956.00 $1,148.00 $956.00 $1,148.00 $956.00 $1,148.00 $790.00 $949.00 $831.00 $999.00

$120,000 $1,066.00 $1,281.00 $1,100.00 $1,321.00 $1,291.00 $1,551.00 $1,291.00 $1,551.00 $1,291.00 $1,551.00 $1,291.00 $1,551.00 $1,291.00 $1,551.00 $1,066.00 $1,281.00 $1,122.00 $1,348.00

$160,000 $1,356.00 $1,629.00 $1,399.00 $1,680.00 $1,641.00 $1,971.00 $1,641.00 $1,971.00 $1,641.00 $1,971.00 $1,641.00 $1,971.00 $1,641.00 $1,971.00 $1,356.00 $1,629.00 $1,427.00 $1,714.00

SPECIFY THE PERCENTAGE GIVEN FOR CREDITS OR DISCOUNTS FOR THE FOLLOWING: EARTHQUAKE INSURANCE

Fire Extinquisher % Deadbolt Lock % ARE YOU CURRENTLY WRITING EARTHQUAKE COVERAGE IN ARKANSAS? Yes (yes or no)
Burglar Alarm % Window Locks % WHAT IS YOUR PERCENTAGE DEDUCTIBLE? 5,10,15 %
Smoke Alarm % $1,000 Deductible %

Other (specify) Zone Brick Frame

6

Dwelling 
Value

Public 
Protection Class

Property 
Value

Public 
Protection Class

3

4/20/2010

Dwelling 
Value

18988
Auto-Owners Insurance Company
Gabe Dunbar
(517) 703-5303

HO3 and HO4 only

9

Public 
Protection Class

Miller Sebastian

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)

Dunbar.Gabe@aoins.com

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

Pulaski

3

6

SebastianWashington Arkansas Union MillerBaxter Craighead St. Francis

IMPORTANT, homeowners insurance does NOT automatically cover losses from earthquakes.  Ask your agent about this co

PulaskiUnion

Washington

3

6

9

DeshaSt. FrancisCraigheadBaxter PulaskiSebastianMillerUnion



 
 

Auto Owners Insurance Group 
Arkansas Dwelling Fire 

Summary of Proposed Changes 
 
 

 
 
1. Increase the base 11% to achieve an overall increase of 9.8%.  Please see page AOARZ021. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Determination of Rate Level Indications for Accident Year Data

Dwelling Fire
Arkansas
Buildings

(1)    Current Level Trended Premiums

(2)    Trended Incurred Losses and ALAE

(3)    Projected Loss Ratio

(4)    Weights

(5)    Weighted Projected Loss Ratio

(6)    Net Projected Loss Ratio

(7)    Permissible Loss Ratio

(8)    Indicated Rate Level Change

Jun-05 Jun-06 Jun-07 Jun-08 Jun-09

0 54,792 221,248 420,008 661,215

0 75,183 254,051 730,175 1,225,929

0.0% 137.2% 114.8% 173.8% 185.4%

0.0% 25.0% 25.0% 25.0% 25.0%

152.8%

152.8%

65.7%

132.6%

(2)/(1)

(6)/(7)

Renewal Business Percent ChangeNew Business

Past Rate Changes

11/20/2007 1.8 %10/15/2007

05/26/2009 4.6 %04/20/2009

05/26/2010 9.8 %04/20/2010

D:\LocalDatabases\PPIndications_June.mdb 6.26.45 rptIndicationDetermination 03/10/2010 4:24:22 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00009



Calculation of Current Level Trended Premiums

Part Year Earned
Premiums

Current
Level
Factor

Premium
Trend
Factor

Current Level
Trended

Premiums

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

Dwelling Fire
Arkansas

2005 $0 1.0651 1.031 $0Buildings 
2006 $50,127 1.0651 1.026 $54,792
2007 $203,384 1.0651 1.021 $221,248
2008 $389,268 1.0615 1.016 $420,008
2009 $624,177 1.0472 1.012 $661,215

Notes

(1)        Actual Earned Premiums
(2)        Per Parallelogram Method
(3)        See Calculation of Premium Trend Factor
(4)        (1) * (2) * (3)

D:\LocalDatabases\PPIndications_June.mdb 6.26.45 rptPremiumTrendCurrentLevel 03/01/2010 4:55:30 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00002



Calculation of Premium Trend Factors

Dwelling Fire
Arkansas

(2)    Selected Premium Trend 0.48%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Premium Trend Factor

Midpoint of Experience Period 01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.031

1.026

1.021

1.016

1.012

12 months past renewal date of

# of Years between (3) and (4)

(2+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(1)    Calculated Premium Trend 0.48%

D:\LocalDatabases\PPIndications_June.mdb 6.26.45 rptPremiumTrendFactorCalc 03/01/2010 4:55:28 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00223



Ultimate Losses

Dwelling Fire
Arkansas
Buildings

0

9,114

22,958

238,305

509,166

2005

2006

2007

2008

2009

0

1,507

6,113

11,699

18,759

0

30,803

124,979

239,204

383,556

0

41,424

154,050

489,208

911,481

1.0763

1.0760

1.0773

1.0736

1.0658

0

44,572

165,958

525,214

971,456

Buildings 

Smoothed Smoothed

Experience
Period

Losses Less 
Large and Cats

Large Less 
Large Cats

Cat Losses Final Ultimate 
Loss

ULAE
Acc Year

Final Ultimate 
Loss

With Factor

D:\LocalDatabases\PPIndications_June.mdb 6.26.45 rptUltimateLossDetail 03/01/2010 4:55:38 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00003
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Calculation of Loss Trends

Average Paid

Dwelling Fire
Arkansas

(1)    Calculated Loss Trend 6.95%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Loss Trend Factor

01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.537

1.438

1.344

1.257

1.175

12 months past renewal date of

# of Years between (3) and (4)

(1+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(2)    Selected Loss Trend 6.95%
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Calculation of Loss Trends

Frequency

Dwelling Fire
Arkansas

(1)    Calculated Loss Trend 13.38%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Loss Trend Factor

01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.208

1.173

1.139

1.106

1.074

12 months past renewal date of

# of Years between (3) and (4)

(1+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(2)    Selected Loss Trend 3.00%
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PPIndications | Exhibits | 00225



LO
SS

 T
R

EN
D

S
R

EP
O

R
T

03
/0

2/
20

10
Ac

tu
ar

ia
l

Ar
ka

ns
as

Au
to

-O
w

ne
rs

 In
su

ra
nc

e 
G

ro
up

D
w

el
lin

g 
Fi

re
 - 

Bu
ild

in
gs

Lo
ss

 T
re

nd
s 

Ex
hi

bi
t

Al
l R

ev
ie

w
ab

le
 C

ov
er

ag
es

Q
tr/

Yr
Pu

re
Pr

em
iu

m
Fr

eq
Av

er
ag

e
Pa

id
Pu

re
Pr

em
iu

m
Fr

eq
Av

er
ag

e
Pa

id

C
om

pa
ny

w
id

e
St

at
ew

id
e

W
rit

te
n

Pa
id

Pa
id

W
rit

te
n

Pa
id

Pa
id

U
ni

ts
C

ou
nt

Am
ou

nt
U

ni
ts

C
ou

nt
Am

ou
nt

12
/2

00
4

37
2,

63
5

8,
83

0
18

2.
74

23
.7

0
7,

71
1.

85
68

,0
95

,5
94

03
/2

00
5

37
5,

73
0

8,
81

2
18

6.
54

23
.4

5
7,

95
3.

88
70

,0
89

,5
56

06
/2

00
5

37
8,

73
1

8,
58

5
18

5.
74

22
.6

7
8,

19
4.

22
70

,3
47

,3
82

09
/2

00
5

4
0

0.
00

0.
00

0.
00

0
37

7,
19

2
8,

57
9

19
0.

68
22

.7
4

8,
38

3.
70

71
,9

23
,7

88
12

/2
00

5
67

0
0.

00
0.

00
0.

00
0

37
3,

30
9

8,
75

6
20

6.
74

23
.4

6
8,

81
4.

12
77

,1
76

,4
37

03
/2

00
6

15
7

1
43

.2
5

6.
37

6,
78

5.
33

6,
78

5
36

9,
04

8
8,

90
8

21
4.

43
24

.1
4

8,
88

3.
53

79
,1

34
,4

45
06

/2
00

6
25

8
2

35
.2

6
7.

75
4,

54
6.

86
9,

09
4

36
5,

72
7

9,
21

6
22

6.
40

25
.2

0
8,

98
4.

55
82

,8
01

,6
15

09
/2

00
6

33
5

2
31

.5
6

5.
97

5,
28

6.
65

10
,5

73
36

6,
09

7
9,

47
0

23
6.

38
25

.8
7

9,
13

7.
94

86
,5

36
,2

57
12

/2
00

6
42

4
4

45
.6

2
9.

44
4,

83
2.

77
19

,3
31

36
5,

92
5

9,
60

2
23

7.
84

26
.2

4
9,

06
4.

06
87

,0
33

,1
41

03
/2

00
7

47
6

6
45

.9
4

12
.5

9
3,

64
8.

01
21

,8
88

36
5,

65
8

9,
80

5
24

3.
54

26
.8

1
9,

08
2.

33
89

,0
52

,2
75

06
/2

00
7

53
2

5
36

.8
2

9.
40

3,
91

5.
93

19
,5

80
36

6,
51

5
10

,0
45

24
8.

78
27

.4
1

9,
07

7.
23

91
,1

80
,7

32
09

/2
00

7
62

8
7

43
.7

2
11

.1
5

3,
92

2.
32

27
,4

56
36

4,
94

8
10

,5
47

26
9.

03
28

.9
0

9,
30

8.
84

98
,1

80
,3

21
12

/2
00

7
74

5
7

25
.0

9
9.

39
2,

67
1.

21
18

,6
98

36
5,

61
3

10
,8

93
27

7.
01

29
.7

9
9,

29
7.

50
10

1,
27

7,
65

6

03
/2

00
8

85
2

6
20

7.
06

7.
04

29
,3

92
.3

7
17

6,
35

4
36

7,
02

7
11

,3
42

28
0.

09
30

.9
0

9,
06

3.
63

10
2,

79
9,

64
6

06
/2

00
8

97
6

13
21

5.
97

13
.3

2
16

,2
12

.8
6

21
0,

76
7

36
9,

29
7

11
,5

97
28

4.
86

31
.4

0
9,

07
1.

21
10

5,
19

8,
79

4
09

/2
00

8
1,

10
1

24
21

6.
10

21
.7

9
9,

91
6.

33
23

7,
99

2
37

3,
30

4
11

,7
37

27
6.

36
31

.4
4

8,
78

9.
79

10
3,

16
5,

80
0

12
/2

00
8

1,
19

9
26

30
7.

30
21

.6
8

14
,1

73
.6

4
36

8,
51

5
37

7,
15

6
11

,6
57

27
5.

69
30

.9
1

8,
91

9.
78

10
3,

97
7,

88
8

03
/2

00
9

1,
32

3
37

20
3.

57
27

.9
8

7,
27

6.
41

26
9,

22
7

38
1,

20
4

12
,2

33
29

4.
92

32
.0

9
9,

19
0.

16
11

2,
42

3,
18

4
06

/2
00

9
1,

42
0

46
35

2.
78

32
.3

9
10

,8
92

.6
1

50
1,

06
0

38
5,

27
4

12
,4

38
29

8.
19

32
.2

8
9,

23
6.

66
11

4,
88

5,
51

9
09

/2
00

9
1,

55
2

59
40

7.
83

38
.0

1
10

,7
30

.8
7

63
3,

12
1

38
8,

80
9

12
,6

35
30

6.
36

32
.5

0
9,

42
7.

43
11

9,
11

5,
56

8

D
:\L

o
ca

lD
at

ab
as

es
\P

P
In

d
ic

at
io

ns
_J

un
e

.m
db

 6
.2

6
.4

5
 r

pt
L

T
_T

re
nd

D
a

ta
_

F
ili

ng
 0

3/
02

/2
01

0 
12

:2
0:

50
 P

M
 e

0
11

87
6

 A
ct

ua
ri

al
 -

 P
P

 R
Q

22
L

D
G

J1



Development of the Permissible Loss Ratio

Dwelling Fire
Arkansas
Buildings

    Commission and Brokerage Expense

    Other Acquisitions

    General Expenses

    Tax, License, and Fees

    Reinsurance Expense

17.1%

5.2%

1.3%

3.1%

0.5%

7.1%

65.7%

27.2%    Total Expenses

    Profit and Contingency

    Permissible Loss Ratio

(1)+(2)+(3)+(4)+(5)

1 - ((6) + (7))

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)
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Companywide Dwelling Fire

Jun-05 Jun-06 Jun-07 Jun-08 Jun-09

$166,587,442 $177,464,565 $182,191,674 $183,784,330 $186,010,113

101,271,902 115,595,287 133,343,982 142,655,160 156,225,705

1.0763 1.076 1.0773 1.0736 1.0658

108,998,948 124,380,529 143,651,472 153,154,580 166,505,356
(2) x (3)

1.208 1.173 1.139 1.106 1.074

1.034 1.028 1.023 1.018 1.013

136,147,534 149,983,515 167,382,264 172,437,967 181,151,500
(4) x (5) x (6)

114899 105389 92208 50808 61938

136,262,433 150,088,904 167,474,472 172,488,775 181,213,438
(7) + (8)

81.8% 84.6% 91.9% 93.9% 97.4%
(9) / (1)

10% 15% 20% 25% 30%

91.9%

88.1%

69.5%

[(13) / (14)] -1 26.8%

(13) Net Projected Loss Ratio

(14) Permissible Loss Ratio

(15) Indicated Rate Level Change

Determination of Rate Level Indications for Accident Years Data
(Reinsurance included)

(9) Total Direct & Indirect Losses and Assessments

(10) Projected Loss Ratio

(11) Weights

(12) Weighted Projected Loss Ratio

(5) Loss Trend Factor (Frequency)

(6) Loss Trend Factor (Average Paid)

(7) Trended Incurred Losses and LAE

(8) Involuntary Assessments

(1) Current Level Trended Premiums

(3) Unallocated Loss Adjustment Factor

(2) Ultimate Losses and ALAE

(4) Ultimate Losses and LAE



Calculation of Current Level Trended Premiums

Part Year Earned
Premiums

Current
Level
Factor

Premium
Trend
Factor

Current Level
Trended

Premiums

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

Dwelling Fire
Companywide

2005 $157,297,148 1.0000 1.059 $166,587,442Buildings 
2006 $169,076,452 1.0000 1.050 $177,464,565
2007 $175,143,044 1.0000 1.040 $182,191,674
2008 $178,264,856 1.0000 1.031 $183,784,330
2009 $182,048,329 1.0000 1.022 $186,010,113

Notes

(1)        Actual Earned Premiums
(2)        Per Parallelogram Method
(3)        See Calculation of Premium Trend Factor
(4)        (1) * (2) * (3)

D:\LocalDatabases\PPIndications_June.mdb 6.26.46 rptPremiumTrendCurrentLevel 03/11/2010 10:56:45 AM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00002



Calculation of Premium Trend Factors

Dwelling Fire
Companywide

(2)    Selected Premium Trend 0.90%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Premium Trend Factor

Midpoint of Experience Period 01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.059

1.050

1.040

1.031

1.022

12 months past renewal date of

# of Years between (3) and (4)

(2+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(1)    Calculated Premium Trend 0.90%

D:\LocalDatabases\PPIndications_June.mdb 6.26.46 rptPremiumTrendFactorCalc 03/11/2010 10:56:43 AM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00223



Ultimate Losses

Dwelling Fire
Companywide

Buildings

68,232,386

79,633,795

94,981,960

103,568,305

116,659,009

2005

2006

2007

2008

2009

20,335,901

21,858,769

22,643,078

23,046,676

23,535,816

5,524,352

5,938,047

6,151,108

6,260,748

6,393,625

94,092,639

107,430,611

123,776,146

132,875,729

146,588,450

1.0763

1.0760

1.0773

1.0736

1.0658

101,271,907

115,595,337

133,344,042

142,655,383

156,233,970

Buildings 

Smoothed Smoothed

Experience
Period

Losses Less 
Large and Cats

Non-Hurricane 
Cats

Large Less 
Large Cats

Final Ultimate 
Loss

ULAE
Acc Year

Final Ultimate 
Loss

With Factor

D:\LocalDatabases\PPIndications_June.mdb 6.26.46 rptUltimateLossDetail 03/11/2010 4:38:59 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00003
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1,691,124 1,797,284 1,720,740 1,943,141 1,954,516 1,690,850 1,692,092 1,692,092 1,692,092 1,692,092
2,653,285 2,806,483 2,974,928 2,985,852 2,995,896 2,973,280 2,973,076 2,974,956 2,974,956
4,250,099 4,241,469 3,989,882 4,187,896 4,087,440 4,152,352 4,215,588 4,269,691
6,487,200 6,456,238 6,352,209 6,286,867 6,296,758 6,283,538 6,246,995
6,081,500 6,011,058 5,870,124 5,653,287 5,546,819 5,688,150
5,654,388 5,961,174 5,759,146 5,658,637 5,639,450
7,333,912 7,491,096 7,617,745 7,573,789
3,378,055 3,568,836 3,576,933
2,212,946 2,369,536
5,720,058

1.0628 0.9574 1.1292 1.0059 0.8651 1.0007 1.0000 1.0000 1.0000
1.0577 1.0600 1.0037 1.0034 0.9925 0.9999 1.0006 1.0000
0.9980 0.9407 1.0496 0.9760 1.0159 1.0152 1.0128
0.9952 0.9839 0.9897 1.0016 0.9979 0.9942
0.9884 0.9766 0.9631 0.9812 1.0255
1.0543 0.9661 0.9825 0.9966
1.0214 1.0169 0.9942
1.0565 1.0023
1.0708

1 Year Average                                    1.0708 1.0023 0.9942 0.9966 1.0255 0.9942 1.0128 1.0000 1.0000
2 Year Average                                    1.0636 1.0096 0.9884 0.9889 1.0117 1.0047 1.0067 1.0000 1.0000
3 Year Average                                    1.0496 0.9951 0.9799 0.9931 1.0131 1.0031 1.0045 1.0000 1.0000
4 Year Average                                    1.0508 0.9905 0.9824 0.9888 1.0080 1.0025 1.0034 1.0000 1.0000
5 Year Average                                    1.0383 0.9892 0.9958 0.9918 0.9794 1.0020 1.0027 1.0000 1.0000*
6 Year Average                                    1.0311 0.9811 0.9971 0.9941 0.9828 1.0017 1.0022 1.0000 1.0000*
7 Year Average                                    1.0264 0.9924 1.0160 0.9932 0.9856 1.0016 1.0019 1.0000 1.0000*
8 Year Average                                    1.0303 0.9880 1.0147 0.9938 0.9876 1.0014 1.0019 1.0000 1.0000*
9 Year Average                                    1.0339 0.9739 1.0134 0.9839 0.9876 1.0014 1.0019 1.0000 1.0000
Middle 3 of 5                                     1.0441 0.9876 0.9888 0.9931 1.0021 1.0002 1.0002 1.0000 1.0000***
Middle 5 of 7                                     1.0251 0.9892 1.0039 0.9940 1.0017 1.0004 1.0001 1.0000 1.0000
3 Year Volume Weighted                            1.0390 0.9960 0.9812 0.9934 1.0121 1.0020 1.0063 1.0000 1.0000
5 Year Volume Weighted                            1.0300 0.9894 0.9923 0.9917 0.9955 1.0017 1.0044 1.0000 1.0000
7 Year Volume Weighted                            1.0198 0.9892 1.0001 0.9924 0.9965 1.0014 1.0035 1.0000 1.0000
9 Year Volume Weighted                            1.0242 0.9823 1.0005 0.9898 0.9959 1.0013 1.0035 1.0000 1.0000

1.0000
1.0000

---

1.0000

1.0000
1.0000

---

1.0000

1.0000
1.0000

---

1.0000

1.0002
1.0002

M3

0.9998

1.0016
1.0018

A7

0.9982

1.0021
1.0039

M3

0.9961

0.9941
0.9980

A6

1.0020

0.9958
0.9938

A5

1.0062

0.9880
0.9819

A8

1.0185

1.0441
1.0252

M3

0.9755

Companywide
Dwelling Fire

Period Ending 6/2009
All Reviewable Coverages
Loss Development Exhibit

LOSSES - Large Less Large Cats : Incurred Amount

RATIOS - Standard Method

AVERAGE RATIOS - Standard Method

SELECTED AND CUSTOM RATIOS  - Standard Method

Auto-Owners Insurance Group
Buildings

Accident Year 12 24 36 48 60 72 84 96 108 120

7/1/99 - 6/30/00
7/1/00 - 6/30/01
7/1/01 - 6/30/02
7/1/02 - 6/30/03
7/1/03 - 6/30/04
7/1/04 - 6/30/05
7/1/05 - 6/30/06
7/1/06 - 6/30/07
7/1/07 - 6/30/08
7/1/08 - 6/30/09

Accident Year 1st-2nd 2nd-3rd 3rd-4th 4th-5th 5th-6th 6th-7th 7th-8th 8th-9th 9th-10th

7/1/99 - 6/30/00
7/1/00 - 6/30/01
7/1/01 - 6/30/02
7/1/02 - 6/30/03
7/1/03 - 6/30/04
7/1/04 - 6/30/05
7/1/05 - 6/30/06
7/1/06 - 6/30/07
7/1/07 - 6/30/08

Average Type 1st-2nd 2nd-3rd 3rd-4th 4th-5th 5th-6th 6th-7th 7th-8th 8th-9th 9th-10th

Selected Custom
Cumulative
Ratio to Ultimate

Accident Year 1st-2nd 2nd-3rd 3rd-4th 4th-5th 5th-6th 6th-7th 7th-8th 8th-9th 9th-10th

03/11/2010
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Calculation of Loss Trends

Frequency

Dwelling Fire
Companywide

(1)    Calculated Loss Trend 4.38%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Loss Trend Factor

01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.208

1.173

1.139

1.106

1.074

12 months past renewal date of

# of Years between (3) and (4)

(1+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(2)    Selected Loss Trend 3.00%
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Calculation of Loss Trends

Average Paid

Dwelling Fire
Companywide

(1)    Calculated Loss Trend 0.52%

01/01/2005(3)    Trend Start Date

(4)    Trend End Date

(5)    Years of Trend Extension

(6)    Loss Trend Factor

01/01/2006

01/01/2007

01/01/2008

01/01/2009

05/26/2011

05/26/2011

05/26/2011

05/26/2011

05/26/2011

6.402

5.402

4.402

3.402

2.402

1.034

1.028

1.023

1.018

1.013

12 months past renewal date of

# of Years between (3) and (4)

(1+(2))^(5)

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

2005

2006

2007

2008

2009

Experience
Period

Buildings 

05/26/2010

(2)    Selected Loss Trend 0.52%
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Calculation of Catastrophe Reinsurance Expense

Dwelling Fire
Companywide

Buildings
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Development of Net Projected Loss Ratio

Dwelling Fire
Companywide

Buildings

    Projected Loss Ratio

    Current Level Trended Earned Premium

    Projected Incurred Losses

    Projected Average Annual Aggregate Loss for 2008 using the AIR Hurricane Model

    Projected Incurred Losses Adjusted for Hurricane Model

85.7%

$186,010,113

$159,478,580

$4,461,433

$163,940,013

88.1%    Net Projected Loss Ratio

(5)/(2)

(1)

(2)

(3)

(4)

(5)

(6)

(3)+(4)

(2)x(1)

$3,662,983 1.1205 1.0870

    Average Annual Aggregate Losses x LAE Factor x Loss Projection Factor
x x

D:\LocalDatabases\PPIndications_June.mdb 6.26.46 rptNetProjectedLossRatio 03/11/2010 4:40:45 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00006



Development of the Permissible Loss Ratio

Dwelling Fire
Companywide

Buildings

    Commission and Brokerage Expense

    Other Acquisitions

    General Expenses

    Tax, License, and Fees

    Reinsurance Expense

14.1%

5.2%

1.3%

2.5%

0.3%

7.1%

69.5%

23.4%    Total Expenses

    Profit and Contingency

    Permissible Loss Ratio

(1)+(2)+(3)+(4)+(5)

1 - ((6) + (7))

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

D:\LocalDatabases\PPIndications_June.mdb 6.26.46 rptPLRCalc 03/11/2010 4:36:32 PM e011876 Actuarial - PP RQ22LDGJ1
PPIndications | Exhibits | 00226



Dwelling Fire

(1) Required after‐tax rate of return on surplus 15.00%

(% of statutory surplus)

(2) Expected investment income on capital/surplus, 3.93%

after tax, including realized capital gains

(From Exhibit I, Page 4)

(3) Required return from insurance 11.07%

operations as a % of surplus

(1) ‐ (2)

(4) Target Premium to surplus ratio 1.52

(40% 60%)

(5) Required after‐tax return from insurance 7.29%

operations as a % of premium

(3) / (4)

(6) Expected after‐tax investment income from 2.66%

insurance operations as a % of premium

(From Exhibit I, Page 2)

(7) Target Underwriting Profit, after tax 4.63%

(5) ‐ (6)

(8) Target Underwriting Profit, before tax 7.12%

(7) / .65

(9) Target Combined Ratio 92.88%

100% ‐ (8)

(10) Investment of UEPR and Loss reserves as  4.04%

% of Surplus

(6) x (4)

(11) Expected after‐tax Underwriting Profit  7.03%

as % of Surplus

(7) x (4)

(12) Expected total profit as % of Surplus 15.00%

(2) + (10) + (11)

Auto‐Owners Group
Rate of Return Method: 

Target Underwriting Profit Provision
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