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Vi March 14, 1978

Honorable Terry Gardiner
House of Representive
Pouch V.

Juneau, Alaska 99811

Dear Representive Gardiner:

Last week 1 became aware of the Committee Substitute for House Bill 615 that
proposes the arrangement of an "insurance pool™ 1in order to reduce the cost of
property insurance for communities in Alaska. This sounds like it could have a
very significant impact in Southeastern Alaska, especially in the smaller communities

The quality of fire protection and the high rate of fire insurance have been
perennial concerns among our Board of Directors. SEACAP has passed numerous re—
solutions dealing with fire fighting training, organizing Volunteer Fire Depart—
ments and the need for specialized equipment. Local municipalities have been using
their revenue sharing funds to upgrade their fire fighting abilities. Tlingit and
Haida Central Council assists villages in submitting Community Block Grants for
major fire fighting Structu»Es. These measures not only raise the degree of fire
safety present in the rural areas but will tend to lower the fire insurance rates.

The problem with CSHB 615 is that its "area of operation"” is essentially
areas "west of the 141st meridian." This summarily excludes all of Southeast
Alaska! <AL - s'ocoV c ] i n

AN 0:\ We\ GJIAISAWT

During the last two days SEACAP has tried to reach our Board Members repre-*
senting 19 communities in this Region. The Mayors of Klawock, Kake, Craig, [llyda-
burg, and Hoonah - all reconfirmed that fire insurance there is difficult to get.
Petersburg and Klukwan also reported high rates.

I recall that Yakutat had a hard time trying to renovate the fire-damaged
AN3 Hall because no insurance benefits were available - the Hall was not insured.

In checking with Tlingit and Haida Central Council®s Division of Economic
and Social Development, they confirmed the lack of adequate fire protection and
high cost of insurance in Southeastern communities. They added that according
to their latest OEDP Reports that Kasaan has no fire protection or insurance and
Angoon like many of the other communities, has the costliest rating (10) on in—
surance scales.



In summary, let me say that providing for sufficient Fire protection in South—
eastern Alaska is something that the local governments are continually striving
for and as fire departments are upgraded, hopefully rates of insurance will de—
crease. At present, that is not the case and therefore any Legislative Act de—
signed to equitably apportion the net loss of operating an insurance pool to re—
duce the cost of fire insurance receives our whole-hearted endorsement as long
as it realistically covers all regions of the State.

With this in mind, SEACAP strongly urges that an Amendment be made to CSHB
615, Section 21.61.025, which would delete the exclusionary clause and provide

for the specific inclusion of Southeastern Alaska.

Sincerely.,

James Axel Wilson
Acting Executive Director
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I. SUMMARY OF THE PROBLEM

"
This report examines the apparent non-availability of rural
dwelling insurance in the normal market. From conversation
with the Director of Insurance, company representatives, and
agents and brokers, it has heen determined that the majority of
rural dwelling insurance is written by surplus line companies.
These surplus line companies are unregulated, and primarily
provide insurance to hig™ risk exposures who cannot be placed
with a licensed insurer. The surplus line carriers routinely
surcharge rural dwelling policies 1% to 3% of standard
bureau rates.l1 Evidence indicates that the majority of these
are surcharged at 3% and that this is excessive.

The standard companies major complaint against writing bush
dwelling insurance is that the rate is inadequate due to:
1)  High Replacement Costs
2 High Cost of Adjusting Claims
3)  Lack of Uniform Building Codes
4)  Lack of Adequate Fire Protection

These complaints are legitimate to the extent that the cost of
insuring rural dwellings may be higher than the cost of in-
suring urban dwellings. However, there are indications that



the overall rate level of standard companies is excessive and
that the surcharge levied by the surplus line carriers is also
excessive.

Table 1 shows the total premium volume for admitted and surplus
carriers operating within Alaska. The data indicates that over
the past five years the surplus line companies have heen writing
an increasing share of the Alaska fire insurance market. Be-
tween 1972 and 1976 there has been a 450% increase in the
volume written by the surplus line carriers. In fact, by 1976
the surplus carriers enjoyed nearly one-third of the total fire
insurance market. This increase indicates a tightening of the
market and the increasing non-availability of fire insurance
from admitted carriers.

TABLE |.?2
Alaska Fire Insurance Written Premiums
Total (Admitted 5 Surplus)  Surplus  Surplus as %of Total

n B -

Totals $51,298,508 $9,979,306 19.5
Insurance Report 1972-76, 1/21/77, R. Rainery.

Table 2 summarizes dwelling fire insurance premiums for com-
panies reporting to the Insurance Services Office (1.5.0.).
The 1.S.0. is the main statistical rating bureau for property



and casualty lines in Alaska. Table 2 represents over 9% of
the total market as most companies subscribe to 1.S.0. fire
rates. For the five years shown, dwelling fire insurance has
been very profitable. The balance point loss ratio for fire
insurance is 56%” This means that a company can have a loss
ratio of S and still maintain an underwriting profit.

Table 2 shows that for policies written in areas with some fire
protection (protection class 1-8), companies have maintained a
216% profit margin, and a 365% profit margin in areas with no
fire protection (protection class 9 and 10). Normally, companies
calculate rates based on a @oprofit margin.

TABLE 2.4
ISO Dwelling Eépaenr&%r}gelzlcr%m iol?it(i;?/n - Protection
Protected (Classes 1-8) Unprotected (Classes 910)
Earned Incurred koss Earned Incurred 0SS
Premiums Losses atlo  Premiums L0sses atlo
Bum ompwomn oum g
EOEDEE M pe MW N I

2,557,667 1033552 404 2775960  71)7,238 « 255
ISO 1976 Statistical Report, Personal Lines
(
Table 3 shows the relativities for different protection classes.
Relativities adjust the premium either up or down in relation
to a base premium. Here the base premium is figured for protec-
tion class five. The current relativities, that is those



currently being charged, show that an insured with a dwelling

In protection class 3 pays approximately 7@6 of what a person
with a dwelling in an area of protection class 5pays. For a
person in protection class 10, the price for insurance is
approximately 268% of that for protection class 5 The indicated
relativities are the relativities based on the actual experi-
ence. This means that the rates for protection class 3 should

be 7.9% higher than for protection class 5 The rates for
protection class 10 should be 348% higher, rather than 165%
higher than the base rate for protection class 5

TABLE 3.5
ISO Premium Relativities - Dwelling Fire - Frame Bldg
, Statewide Current Statewide [ndicated
Protection Class Relativities Relativities
1. 07
% &
: b L
1.
Ay 1

@h@

1

ISO Fire filing of June 7, 1977

It is difficult to draw any concrete conclusions from this
data, but the evidence indicates:
* There is an increasing problem of fire insuiance avail-
ability within the normal market.
* The standard rates currently being charged are excessive.
* The surcharges levied by the surplus line companies are

exXcessive.,



[, INTRODUCTION TO THE PROPOSALS

The Interim Committee on Insurance has developed three possible
solutions to this problem. These are:

* Open Competitive Rating

* Establishment of a Rural Rating Territory

* FAIR Plans and the Development of a Rural
Property Insurance Pool

The first proposal, open competitive rating, allows for prompt
adjustment of the rate by the insurance companies. The concept
of open rating is tied to insurance regulation, and the fact
that Alaska is a prior approval state. Prior approval means
that the insurer must submit an annual rate filing for each
line of insurance, and that filing must be approved by the
Director of Insurance. The insurance industry argues that
prior approval has introduced rigidities into the market and
increased the availability problems for certain lines of
insurance. The industry further maintains that if they were
allowed to adjust their rates to reflect underwriting results
as they occurred, this would increase their willingness to
write policies for marginal risks. This report briefly sum-
marizes the affect that open competition has had on price and



availability for auto and property insurance in New York. The

conclusions were:
* Competitive rating did not substant|ally influence the
[l JJ |ns ranc% as price remains a function of
B dpervvrm ng resd ts an company operatmg expense.
*Com et|t|ve raw have vorable impact on.the
ation. of York's FA ? and reg (?ln more
g?pt 0se risks be|ng msureo\ nﬁ) He standaréI market.
* Competitive rating allowed Hreater ran%e of ratﬁs by

Iessenln% the adherence to eay rates f most t
companies writing insurance In the state.

The second proposal calls for the establishment of a rural
rating territory. Currently the Insurance Services Office has
divided the state into two rating territories. These are
Southeast Alaska and .the rest of the state. ” The committee has
proposed that the ISO create a third rating territory, rural
unprotected Alaska. The present situation results in the same
ate being charged for property insurance in Dillingham as in
Anchorage. The effect is that standard insurers will not write
property insurance in Dillingham or any of rural Alaska. The
creation of a third rating territory would allow for the even-
tual development of a non-discriminatory adequate bush rate and
avoid the problem of creating a subsidy between urban and rural
Alaska.

The third proposal is the development of a rural property
insurance pool. The pool has been hased on the concept of a
FAIR plan. FAIR plans are a type of residual market mechanism



which operate in much the same fashion as an assigned risk
pool. If a homeowner is unable to obtain insurance from a
standard insurer he may apply to the pool. If the dwelling
meets the underwriting criteria set forth by regulation, the
dwelling would be insured by the pool. There is one basic
difference between FAIR plans and assigned risk pools. In an
assigned risk pool, each risk is assigned to a particular
insurer. With the FAIR plan, the total experience of the pool
is distributed between all the insurers operating within the
state, based on the percentage of the market which they write
for that particular lien. Although the rural property insur-
ance pool is similar to a FAIR plan, the committee has made
some significant changes. These are:

" BB "Bl e SRS A o el 05 DRSS
FAIR plans are subject to.

* The pool will be self-rating.

* The pool will oply operate in a specific geographic area
nameqy the ruraHan%g terrltory.IO Jeograp

A fourth alternative is being considered by the committee and
this is the formation of a bush mutual, however it has not been
included in the body of this report. A bush mutual would in-
volve incorporation of groups or entities for the purpose of
writing insurance policies. The mutual would have to he allowed
to begin writing insurance policies with an amount of surplus
which is below that normally required of an authorized mutual
insurer. Initial capitalization would be provided by payment



on the policies and a fee assessed based on the amount of the
policy. The fee wou\ 1be refunded or credited to a policy
after the mutual achieved financial stability.

Legislation has been drafted, or is being drafted for the open
competitive rating law, the rural property insurance pool, and
the bush mutual. A Resolution was drafted directing the
Director of Insurance to disapprove any rate filing which did
not incorporate a rural rating territory which provided for a
non-excessive bush rate,



A, Open Competitive Rating Law

Introduction

Rate regulation has been the focus of increased attention by
both insurers and regulators. The issue dates back to the
McCarran Fergurson Act which essentially exempted the insurance
industry from the Federal anti-trust laws. After passage of
the McCarran Fergurson Act, virtually all states began to requ-
late insurance rates. The laws varied from state to state, but
many were based on a model bill drafted by the NAIC. This bill
allowed the use of rating bureaus, and said rates were to be
regulated so that they are neither, "Excessive, inadequate, or
unfairly discriminatory."OHowever, the bill also said that
membership in a rate bureau is not mandatory, and those companies
that are bureau members may even apply for deviations from
bureau rates.

At the time of passage of the McCarran Fergurson Act, the
insurance industry was strongly in favor of exemption from the
anti-trust laws. In fact, this exemption was absolutely nec-
essary if the industry was to continue the operation of assigned
risk pools, and other pooling arrangements wher« it is necessary
to fix a rate. The correlary to exemption from the Federal
anti-trust was rigid state regulation. The industry maintains



this has caused certain irregularities and rigidities in the

market, and increased the availability problems with certain

types of insurance.0 According to the insurance industry, the
end result has been a situation where a risk which is slightly
worse than average often receives a much worse rate through a
residual market plan such as an assigned risk pool.'10

Alaska is a "prior approval® state. This means that companies
writing in the state must submit annual rate filings to the
Division of Insurance, and must then be approved by the Director.
|f the Director deems a rate filing excessive, the company must
re-submit the filing. It must be approved hefore the company
implements the proposed rate change. Companies may file
separately or subscribe to a rating bureau.

Prior approval is the most stringent type of state regulation.
Industry maintains that prior approval has hampered their
efforts to effectively market insurance by not allowing the
companies to promptly adjust their rates. Generally, a company
will reevaluate rates being charged for a particular line and
find that it is either too high or too low. In either case,
under prior approval, the company must wait until the end of
the rate filing period to adjust the rate. The affect is that
if the rate is excessive the company may be undercut by another
company who has filed for a lesser rate. [If the rate is too
low the company will restrict its underwriting to curb losses,
thus aggravating the problem of availability.

-10-



The issue becomes a problem for rural Alaska in that most
standard companies have simply excluded this particular segment
of the market. Companies feel the rate is inadequate. As
pointed out in the introduction, this may not be the case.

With open competition allowing companies to more promptly
adjust rates, it is possible that the availability problem may
be eased in the standard market. However, underwriting con-
siderations such as the lack of fire protection and uniform
building codes, also are key factors in the reluctance of
insurers to write rural dwelling insurance. These factors may
be of such significance that rural dwellings may be excluded no
matter what type of rating law is used.

Open Rating in New York
In 1970, New York, at the recommendation of the Insurance
Department, passed a competitive rating law. The law replaced
the prior approval law which previously had heen in affect.
The competitive law:

* Reqdwred that insug (f

INa equate or un
statut P/ prlce stan

appro

R
¥ds t%at eXIS

s om0 oo

al
cert an %) roh T
aav?r Wit Pr ipitions and penalties parall
-trust faws,
* Eliminated the neea for the% Hsurance Department to
approve rates in advance of their use In the marketplace;

* Provided for. continuous monltorlnq 0f competmon and for
the ralon osition of prior approval where competition was
deemed Inadequate to restrain excessive prices, or where

<'>cn
O D
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deftructive,competition resulted in price wars and in-
solvencies .

Open competition was expected to influence both the price and
availability of insurance. Price is basically a function of
underwriting losses, company expenses, and profit. Although
open competition was not expected to affect underwriting losses
a long term beneficial impact on price was anticipated through
the encouragement of independent pricing, thereby providing
market incentives to hold down the expenses and profits. In
the short run it was expected that open competition would allow
for more responsiveness in adjusting rates and a wider range of
rates thus increasing the availability.

Price:

Figure 2.1 shows the percentage change in the cost of automo-
bile liability coverage during the period of prior approval,
open competition, and the return to prior approval with the
enactment of no-fault. The changes are compared with the
changes in th" New York consumer price index, the change in
weekly wage for New York production workers and New York
medical cost index.

The figures shown in Figure 21 superficially suggest that open
competition has kept the price of auto liability coverage down
as there was an annual increase of only 21% during the four

_19-



years of open competition. This is far below the 181 recorded
with the return to prior approval and the passage of no-fault.
What the figures do not show is that the return to prior
approval coincided with a drastic deterioration in underwriting
results, and a temporary rate freeze. The rate freeze produced
a price backlash which further escalated cost. When the rate
increase under the four years of open competition (1970-1973)
are averaged with the three years of the transitional prior
approval (1974-1976), the average annual rate increase is 83%.
During the same period, the period the Consumer Price Index
rose 7.1% the average weekly earnings rose 8.4% and the
medical costs rose 87% These are all comparable to the 83%
recorded for auto insurance. It can be concluded that in the
long run the major effect on costs was primarily due to infla-
tion and underwriting results, and not on the type of rating
law which happened to be in effect.

FIGURE 2.1

PERCENT CHANGES IN AUTOMOBILE LIABILITY (BI & PD)12
INSURANCE RATE LEVELS AND OTHER INDEXES

1967-1976
Average Weekly
Automobile N.Y. Metro- , Earnings of Pro- N.Y. Metro-
[ politan Area duction Workers politan Area
Consumer Price in MFg. N.Y. Medical Costs
Rate Level Index3 State3 Indexb
Prior Approval
Jan. 1967-Dec.1969
(3 years) +6.7* +5_.5% +5.6% +7.7%
Competitive Pricing
Jan. 1970-Dec.1973
(4 years) +1.1 +6.9 +7.5 +6.1
Transitional Prior Approval
Feb. 1974-Dec. 1976
(3 years) ...... +18.0 +7.4 +9.7 +12.1

-13-



FIGURE 2.2
PERCENT CHANGES IN HOMEOWNERS INSURANCE
RATE LEVELS AND OTHER INDEXES

1967-1976
N.Y.
Homeowners Metropolitan Residential
Insurance Consumer Construction
Year Rate Level Price Indexa Cost Index®B
Prior Approval
Jan. 1967-Dec. 1969
(3 years)......... +9.72 +5.5% +7.8%
Open Competition
Jan. 1970-Dec. 1976
(7 years) ............ +1.2 +8.0 +10.7

Figure 2.2 shows the average annual rate increases for home-
owners insurance, both under open competition and prior approva
Under prior approval, the annual rate increase averaged 9.7%
With open competition the average annual rate increase was
1.2%, well below that recorded during prior approval. However,
as in the case with automobile liability insurance, the moder-
ate rate changes during the seven years of competitive pricing
can be attributed to favorable underwriting results for this
line and not to the type of rating law which was in effect.

Availability:

As mentioned, open competition was expected to increase avail-
ability by allowing for prompter adjustment of the rate and a
wider range of rates. To some degree, availability can be
gauged by changes of population in the residual market.
Residual markets are groups of sub-standard risks which cannot

-14-



find insurance from standard insurers. In most states insurers
have formed pools which set a rate for these risks to insure
the availability of insurance. Often times these pools were
the result of legislative action. The most common examples are
the assigned risk auto plans, and FAIR plans. This is a par-
ticularly pertinent point, as the rural housing market in
Alaska is basically a residual market. This particular market
segment falls outside of the rates filed by the majority of the
standard insurers operating within the state.

Figure 2.3 shows populations trends of the assigned risk auto
plan in New York. The plan shows an increase up to 1972 and
then begins to decrease both during the period of competitive
rating and the return to prior approval. It is difficult to
draw any conclusions from this data because of two events which
occurred during this time period. First, in 1969, coverage was
expanded under the assigned risk auto plan, making the purchase
of insurance from the plan more attractive. Second, these
events affected the population of the assigned risk pool so it
was difficult to ascertain the affect of open competition.

-15-
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AUTOVOBILE ASSIGNED GRLH FMUVS AS PERCENT
OF TOTAL ovoaLEr_quBV\Rnt N

NEW YCRK STA
(in thousands)
IOtalbl Volun Mu Lary A55|gsned Asg%ned

Year Hrgn%mlse Pren%rumsb Prem|umsc of 1erce[1
190 $474,242 $1,337,853 $136,389 9.25
191 1,666,849 1451877 214972 1290
1972 1,693 905 1,471,672 222233 1312
1973 1,700542 1,520,200 180,342 1060
1974 1,592,806 1,471,242 121,54 7.63
1975 1,708 757 1,570,948 137,809 8.06
B iﬂ%’uggé \|7(|)Fubnltlétr§ B?Ingg Pgssgﬂdefh nac%m[r)r?enr%?al coverages,
¢ Includes private passenger Busmes only.

A clearer indication of the affect of open competition on
availability can be gained from analyzing the affect on fire
insurance. As figure 24 shows, the fire insurance pool shows
a clear depopulation trend, declining 625 in premiums written
between 1971 and 1975 This is a positive indication that open
competition in New York has increased the willingness of in-
surers to write insurance for risks which had previously been
included in the residual market. The favorable trend in home-
owner and fire insurance took place during a period of
moderate increases in loss ratios for these lines. Although
there was a slight decrease in profitability for these lines,
this did not increase the selectivity of underwriting.



FIGURE 2.4 .-
NEW YORK PROPERTY INSURANCE UNDERWRITING ASSOCIATION
1970-May 1976

Fiscal Year Ended Policies Premiums Written3
November 30 Written (in thousands

1970 154,125 $114,233

1971 182,937 119,313

1972 203,214 . 91,301

1973 147,882 60,263

1974 124,529 49,300

1975 117,357 45,455
12/1/74-5/31/75 - 25,361
12/1/75-5/31/76 - 24,403

3 Adjusted on the basis of rates effective September 1, 1975.

One final effect of an open competition rating law is to de-
crease the adherence of insurance companies to bureau rates.
In the case of fire insurance in Alaska, over Q% of the market
IS written at bureau rates with no deviations. What this does
IS narrow the range of rates, and may exacerbate the avail-
ability problem. [f a company feels this rate is inadequate
for a particular market segment, they will simply not write it.

Figure 2.5 shows the effect of open competition on companies'
dependence on bureau rates. As the figures show, rating bureau
dominance in the insurance industry has all but ended.



FIGURE 2.5

ADHERENCE TO BUREAU RATES - TOP 30 COMPANIES!6

Number of Top 30 Percent of Market
Companies Writing of Top 30 Companies
at Bureau Rates Written at Bureau Rates
1969 1976 1969 1976
Auto Liability...... 24 1 62.7 3.8
Auto Physical Damage 21 1 53.0 1.1
Homeowners............ 24 0 75.3 0.0

In conclusion, the effects of open competition in New York can
be summarized as:

* Competitive rating did not substantially influence the
price of insurance, as price remained a function of
underwriting results and company operating expense.

* Competitive rating did have a favorable impact on the
population of New York's FAIR plan, and resulted in more
of those risks being insured in the standard market.

* Competitive rating allowed a greater range of rates by

lessening the adherence to bureau rates of most the
companies writing insurance in the state.

18-



B. Formation of a Rural Rating Territory

Introduction

A key concept in the availability of standard fire insurance in
rural Alaska is that of rating territories. Rating territories
provide geographical subdivisions by which experience can be
segregated, allowing for the derivation of a non-discriminatory
rate. Location is often a consideration in rating overall
experience for a particular line. For example, underwriting
results for automobile liability coverage are often worse in
the large cities than in rural areas.

The 1SO has divided Alaska into two rating territories, the
dividing line being the 141st meridian. Territory OL covers
Southeast Alaska and territory, 02 is the remainder of the
state. 1 Since most companies subscribe to I1SO for fire rates,
these are the only territories which exist for this particular
line.  For homeowners insurance, some of the companies have
divided the state into different zones, however, there is no
territory which has been strictly designated "rural". It s
the intent of this section to suggest the formation of a rural
rating territory. This would allow the development of an
equitable bush rate, and avoid the problem of forming a subsi-
dization between urban and rural Alaska.

-19-



Rating and Relativities
How is a rating territory developed and how does it work? A
familiarity with rating and the use of relativities is neces-
sary. Rating depends on an insurer’s cost. The insurance
premium collected is meant to cover costs the insurer expects
to encounter and guarantee a reasonable profit. The insurer’s
cost includes two general categories. These are:

1)  The expected loss and loss adjustment costs;

2)  General Company expenses.

The expected loss and loss adjustment cost is also called the
expected loss ratio. This is the amount an insurer can expect
to pay in settling and adjusting claims and still enjoy a
profit. General Company expenses are those expenses incurred
in the operation of the business. A cost breakdown shows:

FIGURE 3.118
Expenses , Percent

Company Operating Expenses

Production Cost Allowance 2
Taxes, Licenses & Fees

Underwriting Profit

O OO w U1 o
© O v o O

Subtotal 4

Expected Loss and Loss Adjustment Ratio 59.1
100.0"

Company operating expenses include salaries, travel, rent,
insurance, etc., and amounts to @6 of the premium dollars. The
production cost allowance of 255 includes agents and brokers'

-20-



commissions, and money used to generate business such as the
money spent on advertising. Taxes, licenses, and fees includes
premium tax and licenses required by the Insurance Department
to do business in the state. The expected loss and loss ad-
justment ratio includes all money which can be paid to claimants
(48.63%), and the 10.5% needed to adjust claims.

In general, when a company developes rates for homeowner or
fire insurance, the actuary simply compares the loss ratio
developed over the preceding five year period with the expected
loss ratio of 59.1$. If the average loss ratio is less than
59.1$, the company will ask for a decrease. If the loss ratio
is greater than 59.1%, the company will ask for an increase.
The process is summarized below.

Column (1) This is the premium volume collected for each
year shown. The premiums have been adjusted
to reflect the current cost of insurance.

Column (2) These are the losses incurred for each year
shown. The losses have been trended for
inflation, and adjusted to reflect the cost
of adjusting claims, and the possibility of
a catastrophic loss.

291-



FIGURE 3.219
RATE LEVEL DETERMINATION

) )

Accident Earned Premiums

Year At Present Adjusted

Ended Rates Incurred Losses @ i 3 Weights
12/21/71 2,816,561 1,303,309 .463 .10
12/31/72 3,350,751 2,052,331 .612 .15
12/31/73 3,885,186 1,950,611 .502 .20
12/31/74 3,890,408 2,705,910 .696 .25
12/31/75 5,441,053 2,416,628 .444 .30
To arrive at the final level change, the loss ratios 1in

Column (3) are weighted, so the most recent experience counts
the most. The loss ratio for 1971 is weighted 10%, the loss
ratio for 1972 is weighted 15%, for 1973 20%, for 1974 253%, and
for 1975 30%. These are summed and then divided by the expected
loss ratio of .591 to arrive at the final rate level change.
The process 1s summarized as:

£ (weights x adjusted loss ratio) = .546

(.546 ? .591) = .924

Indicated Change =-7.6$%

Therefore, based on the experience 1in Figure 3.2, the base
rates for all homeowners®™ policies would be reduced by 7.6%, or

a factor of .924.

To understand the effect of a rating territory, let us continue

the explanation one step further. Assume that Territory 02 lias



FIGURE 3.219
RATE LEVEL DETERMINATION

@ @
Accident Earned Premiums
Year At Present Adjusted

Ended Rates Incurred Losses @ f 3 Weights
12/21/71 2,816,561 1,303,309 .463 .10
12/31/72 3,350,751 2,052,331 .612 .15
12/31/73 3,885,186 1,950,611 .502 .20
12/31/74 3,890,408 2,705,910 .696 .25
12/31/75 5,441,053 2,416,628 444 .30

To arrive at the Tinal

level

change,

loss ratios in

Column (5) are weighted, so the most recent experience counts
the most. The loss ratio for 1971 1is weighted 10%, the loss
ratio for 1972 is weighted 15%, for 1973 20%, for 1974 25%, and
for 1975 30%. These are summed and then divided by the expected
loss ratio of .591 to arrive at the final rate level change.
The process 1iIs summarized as:

£ (weights x adjusted loss ratio) = .546

(.546 t .591) = .924

Indicated Change =*-7.6%
Therefore, based on the experience 1in Figure 3.2, the base
rates for all homeowners®™ policies would be reduced by 7.6%, or
a factor of .924.
To understand the effect of a rating territory, let us continue

the explanation one step further. Assume that Territory 02 has
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more losses than territory 0l1. The relative difference would
then be 1.2. The base premium would then be calculated as

shown.

Territory 01: Base Premium = (1.0 X .924)

.924 or -7.6%

Territory 02: Base Premium - (1.2 X 924) 1.108 or +10.8%
What this shows 1is that Territory 01 would have a -7.6% reduc—
tion and Territory 02 would have a +10.8% 1increase, based on

the relative difference between losses iIn the t/o territories.

It is the suggestion of the Committee that Insurance Services
Office create a Territory 03 to include rural unprotected
Alaska. This would allow for the development of territorial

relativity based on rural experience.

One caveat to be mentioned 1is the suggestion that there may not
be sufficient premium volume 1- rural Alaska to develop a
statistically valid rate. The rSO has, however, developed a
method to determine a credibility factor if there 1is not suffi—
cient experience. Full statistical credibility is based on

40.000 house years.2O

That 1s 40,000 houses insured for one
year. This means that for five years experience there would
have to be a total of 8,000 policies/year. Given the same set
of circumstances previously illustrated, assume there 1is only

20.000 house years of experience.



20,Q001/2
Credibility Factor = 40,000 = .71

Territory 02: Base Premium=[(1.2 X .71) + (.29 X 1.0)

X .924] = 1.055 or +5.5%

What this shows 1is that without full statistical validity the

rate increase would only be 5.5%.

In conclusion it would be up to the ISO to determine exactly
what the territorial relativity would be. There are two ways
this could be accomplished. First the standard companies could
just start writing this business, and develop the relativity
over time, or they could estimate the relativity bases on the
current experience of protection class 9 $ 10. As shown in the
introduction, the indicated relativity for protection class 9 5
10, relative to protection class 5 was 1.348. This method
would provide a far more equitable rate than the current

surcharge of 175% to 300% by the surplus line companies.



C. FAIR Plans

General Description

The term FAIR plan stands for "Fair Access to Insurance Require—
ments.” FAIR plans were created in the late sixties, intended
as solutions to the availability problem of essential property
insurance within the cores of major cities. °'  Insurers were
reluctant to write property insurance in these areas because of
old construction, vandalism and fear of riot. To some degree
these were legitimate complaints, however, in many cases the
result was the denial of property insurance to clean risks by
virtue of the location of their dwelling. This reluctance
actually amounted to a redline, and the problem was exacerbated

by the growing requirement of insurance for financing.

The problem became critical enough to finally elicit Congres—
sional action. Congress passed the urban Property Protection
and Reinsurance Act of 1968. This Act reinsured insurers
against catastrophic loss caused through riot and civil dis—
order, but were contingent upon states adopting and insurers
participating m FAIR plans.22 In the late sixties, during a
time of largespread civil unrest, the riot reinsurance proved
enough of an 1incentive that insurers actually urged the adop-

tion of FAIR plans.23 As the number and severity of riots



declined, and the need for the riot reinsurance became less
acute, FAIR plans simply became mechanisms by which the avail—
ability of property insurance was assured to urban property

owners.

FAIR plans are similar in nature to assigned risk pools for
automobiles, and are a type of residual market mechanism.
Companies operating within a state are required to participate
in relation to the total amount of insurance which they write.
There are a variety of different structures and organizations,
but essentially FAIR plans are pooling arrangements which allow
the insurers to spread the losses of marginal risks, or to
distribute dividends if the plans operate at a profit. FAIR
plans have provided insureds an optional market to the surplus

line companies.

In spite of their success 1in providing insurance to people
otherwise unable to obtain it> most FAIR plans have been un—
profitable. This 1is basically because the plans were designed
to be subsidized. Data from PIPSO, the Property Insurance
Plans Services Office, shows that the total losses for all
states from inception through 1976 has been $227 ,808 ,000.24
Although on a nationwide basis FAIR plans have been perennial
money losers, some states have shown profits. These states are
Georgia, Indiana, Louisiana, New Mexico, Puerto Rico, and the

District of Columbia.25 In fact, the experience of eight states
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concentrations of urban business like New York or Massachusetts

accounts for 88% of the losses enerally the plans with high
suffer the greatest losses. In states like Georgia and
Louisian, losses in the FAIR plans are offset by the relatively

good experience of their beach and windstorm plans.

Most FAIR plans offer fire insurance and extended coverage, and
coverage for vandalism and malicious mischief. Two states,
Massachusetts and Rhode Island also offer homeowner policies.ZZ
California is currently considering expanding the policy
options available under their FAIR plans. Generally, coverage

was limited to conform to loan requirements, although limited

coverage through FAIR plans has been a major consumer complaint.

Subsidies

Most FAIR plans, since they operate at deficits, require sulisi-
dation. In some states the insurance industry has been forced
into a situation where they are subsidizing insurance for
substandard exposures. This represents an obvious 1iInequity.
However, had the companies not put themselves 1iIn the position
where they had redlined this business, losses 1incurred would
have been accounted for in the rating process. Most FAIR plans

are subsidized by the voluntary market 1in the state.

There are three basic ways which the voluntary market sub-—

sidizes the voluntary or residual market. First, three states

_27-



have statutory provisions which allow the iInsurance industry to
- 28 . .

recoup their losses. Second, 1in some states, a loading

factor is applied in the rate filing for the statewide rate

29 Finally, the insurance industry has

level determination.
attenpted to pad losses in FAIR plans by placing clean but

perhaps marginal risks in the plan.30

The three states which have recoupment provisions in the statute
are Michigan, Ohio, and New Jersey. The Board of Governors of
the Michigan FAIR plan estimates the deficit which they expect
the plan to incur in the upcoming year. A loading factor is
then applied to the rates for all homeowner and fire policies
within the state. This spreads the losses among all the in—

sureds within the state.3"

In Ohio a rate increment was developed and was applied on

April 1, 1977, and will extend to March 31, 1978. The rate
increment was based on all losses of the plan from inception to
present. The increments were .U for fire and allied lines, 20
for homeowners, and 2% for commercial multi-peril. It was
planned that this 1increment would be figured at a rate to
recoup the plan®s entire loss. The rate increment will be
evaluated, to see if a continuation 1is required after March 31,

1978.32



The New Jersey legislature has created the New Jersey Insurance
Development Fund. This plan surcharges coverages for both

private and commercial property. The surcharge applied 1is

Administration Organization

FAIR plans consists of a pool, a joint reinsurance association,
and an industry placement facility. The pool 1is simply those
insureds unable to purchase insurance from a standard insurer.
The Joint Reinsurance Association 1is a group consisting of all
the iInsurers operating within the state. The industry place—
ment facility is the organization formed by the 1insurers
operating within the state to handle the administrative duties

of the plan.

The industry placement facility is organized and operated by
the insurance industry. There are basically two types, a
servicing carrier or syndicate. The servicing carrier approach
Is where either a single company or a group of companies
handles writing policies, paying claims, and investing the
capital. Under the syndicate approach, an autonomous unit 1is
created to handle the business. The operations of the industry
placement facility are overseen by a governing committee con-—
sisting primarily of members of the industry under direction of

the Director of Insurance.
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The Joint Reinsurance Association, as mentioned, 1is made up of
all the insurers operating within the state. It is this organ—
ization which allows for distribution of losses or payments of
dividends depending upon the financial operating results of the
plan. This 1is a significant difference between FAIR plans and
assigned risk pools. In assigned risk pools, each risk 1is
assigned to a particular company. In the FAIR plan, all the
business is pooled and the total experience 1is then portioned
out to each company in relation to their market share. This
structure allows for more equitable distribution of losses or
dividends, and avoids the problem of sticking a disproportionate

number of particularly bad risks with one 1insurer.
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D. The Develcpment of a Rural Property Insurance Pool

Introduction
The preceding discussion 1is background for a program to estab—
lish a rural property insurance pool. The pool 1is based on the
concept of a FAIR plan, but with some significant changes.
These are: (1) the pool will not be associated with the Urban
Property Protection and Reinsurance Act of 1968, (2) the pool
will only operate in a specific geographic area, and (3) the
pool will be self-rating, and will not require subsidization.

I
The Urban Property Protection and Reinsurance Act of 1968 1is a
means by which the Federal Government reinsured iInsurers
against catastrophic loss caused through riot and civil dis—
order. All FAIR plans must meet specification under the act
and many of the FAIR plans terminate if the Reinsurance Act is
repealed. Rural Alaska was not associated with the riot and
civil disorders of the late sixties, and to maintain a connec—
tion to the Reinsurance Act is unnecessary. In most cases the
riot Reinsurance Act 1is a vestigal element of FAIR plans, and
the resinsurance 1is no longer being purchased by 1insurers

participating in the plans.
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The second major difference 1is that the pool 1is designed to
operate in a specific geographic area. Most FAIR plans were
intended to operate primarily in the decaying cores of large
cities. The proposed property insurance pool 1is designed only
to operate in rural areas where it has been determined there 1is
an availability problem in the standard market. This conforms
roughly to areas designated protection class 9 or 10, but also
includes a number of rural communities with limited protection.
In this respect the pool 1is similar to some of the beach plans
operating in the southern coastal states, or the brush plan

in California. The urban areas of Alaska have been excluded
because there 1is no evidence of an availability problem. This
will also preclude the insurers from placing marginal risks in

the plan.

Finally, the pool 1is designed to operate in what amounts to a
separate rating territory as suggested in the second section of
this report. The loss experience would be figured into the
overall rate level determination and a relativity would be
applied to policies 1issued by the pool. The relativity would
be based on the loss experience from the pool. The current
indicated relativity for protection class 9 is 1.195 and for
protection class 10, 1.348. See "Introduction.”™ This 1s based
on a comparison to protection class 5 which 1is the base or

unity premium.
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Pool Operation
The pool would be administered by a Governing Committee, sub—
ject to supervision by the Director of Insurance, and operated
by a manager chosen by the Committee. The Committee would
consist of five insurers, one each from the following organi—
zations :

- The American Insurance Association
American Mutual Insurance Alliance
National Association of Independent Insurers

- All other stock insurers
All other non-stock 1insurers.

Each member would have voting power. The members from the
three trade associations would be appointed by the respective
member companies. The other two representatives would be
elected with each insuring company®s vote weighted by their
respective share of the market. The governing committee would
be empowered to 1ssue operating procedures and other directives
to carry out the purposes of the pool. The plan also includes
provisions for the operation of a joint reinsurance associa—
tion. The reinsurance association would assume reinsurance on
behalf of the participating 1insurers, and cede reinsurance on
all eligible risks. Policy limits would be set at $1,500,000.
Each insurer operating within the state is required to parti—
cipate in the total writings, expenses, losses, and profits of
the Association 1In proportion to its premiums written. If a
member goes insolvent during operation of this program, the

remaining members are responsible for any unpaid losses.



The pool would be required to offer a fire policy with extended
coverage and coverage for vandalism and malicious mischief.
This 1is not as complete a coverage as a homeowner policy, but
it would meet the minimum requirements for bank financing.

This 1s what is commonly referred to as essential property

insurance.
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In January of 1977 the Division of Insurance held hearings
on the subject of property insurance. These hearings were
held 1n Anchorage, Fairbanks and Sitka and were prompted by
several complaints to the division regarding the red lining
of certain areas by iInsurance companies and by the general
impression of consumer dissatisfaction. The hearings were
held to determine first iIf there actually was a problem, and
if there was a problem, of its severity, and what corrective
alternatives were available.

Testimony was presented from representatives of the industry,
trade associations, and a rating bureau, as well as numerous
consumers. Several companies testified that their reluctance
to write coverage in part of Fairbanks and outlying areas
stemmed from the lack of building codes and fire protection.
Consumers testified as to cancellation of present coverages
and the expensive price of purchasing replacement coverage.
It seemed to be the lack of standard priced insurance that
was the problem, not total unavailability. In other words,
the conclusion seemed to be that the problem lay not in
unavailability, but in unaffordability.

Testimony also showed that consumers realizing their vulner-
ability 1n outlying areas are already establishing new
volunteer fire departments and developing individual fire
protection 1ideas.

One other step was made by concerned citizens iIn Fairbanks
which led to the organization of the North Star Borough
Inspection Council and the passage of legislation which
provided for inspection of dwellings to Insure proper con-
struction and the ensuing credit allowed on insurance policies
for i1nspected dwellings. Thus, those companies wanting the
assurance of proper construction are provided with the tool

of the inspection council. Credits allowed for dwellings
meeting the criteria for iInspection have been approved by

the division and range from 5% to 10%.

Following the hearings the division began an extensive study
of the property insurance market.

The study focused on the level of profitability and the rate
structure of the Alaskan fire and homeowners insurance
industry. Utilizing statistics already on file and data
submitted by various companies upon the request of the
division, the investigation was completed over the next two
months, October and November.



The profitability study revealed that the fire and homeowners
industry in the State is iIn a healthy condition. Exhibit 1,
Alaska Fire Insurance Experience 1972-76, shows that that
line has had fine five year level of profitability, with the
exception of a disastrous 1976 which was the result of the
experience of some four or five companies. Despite this,

the five year loss ratio was 45.9%. Exhibit 1I, the combined
experience and expense exhibit, which has become an important
tool in the division®s market surveillance efforts, demon-
strates the approximate permissible loss ratio®"s for companies
in Alaska. The 1975 data requires some explanation. The
expense figures submitted by the Reserve Insurance Company
are not regarded as credible. A quick comparison with the
statistics supplied by the other companies is graphic expla-
nation. The second set of totals (hoted ''See Reserve' )
represent the average expenses, discounting Reserve®s figures.
The resultant permissible loss ratio is 62.4%. For 1976 it
iIs 62.7%, with a two year average 62.6% permissible loss
ratio, the 45.9% actual loss ratio for 1972-76 leaves a
margin of some 16.7% for profit. Provision for bulk reserves
would have to be made from this margin, but there is fitill

an excellent return.

Exhibits I1lIl and 1V are identical studies iIn the homeowners
insurance line. The Experience Tables indicate that homeowners
companies iIn Alaska have enjoyed a fairly consistent five

year loss picture. The overall ratio is 48.0%. The Expense
charts show a permissible loss ratio of 58.7% in 1975 and

60.1% in 1976, a 59.5% average. margin of some 11.5%,
discounting bulk reserves. Again, a good return for the
industry.

The high level of profit for the two lines is further sup-
ported by the naxt two exhibits. While neither of these
exhibits contains a large enough percentage of the total
market to be regarded concrete trends, they are valuable
indicators nonetheless. In any event, the companies iIn-
cluded iIn Exhibits V and VI were the only ones who were able
to respond to our requests for the information therein.
Exhibit V suggests that the prosperity of the fire iInsurance
business was felt by both the dwelling and commercial lines
which had respective five year loss ratios of 32.8% and
41.8%. Exhibit VI details the zone experience of four
homeov/ners companies, including the top three. The result
iIs that both zones are shown to render a profit, despite
inflation of the loss figures by State Farm®"s inclusion of
loss adjustment expenses with losses.



It has been established that fire and homeowners insurance

are moneymaking endeavors in Alaska. Whether or not the
rates which produce such profits are excessive is the natural

question. The factors iInvolved In such a question include
rate levels and distribution, availability of insurance and

ng?etition for the market. An examination of these elements
ollows.

Exhibit VII, lists the rates for fire insurance charged
by companies subscribing to the Insurance Services
Office rating plan. These companies accounted for

91.2% of the earned premium volume in Alaska in 1975

and 1976 and include the top sixteen companies each
year. Exhibit V111, displays the rates for the top ten
Alaskan homeowners companies In 1976. These companies
totaled 87.7% of the earned premium volume for that
year. In both cases the rates rise as the protection
class designation rises. Exhibit IX lists ISO fire
premium relativities, both those currently in use and
those indicated by actual loss experience. The current
relativities, using class 5 premiums as the base, show
that the premium load is borne heavily by protection
classes seven through ten, particularly classes nine

and ten, the unprotected areas. The indicated relativities
demonstrate that the premium load iIs not equitably
distributed. The lower protection classes pay less

than experience indicates they should and the upper
classes (seven through ten) pay on the average about
twice what the experience would seem to indicate they
should pay. The inequitable distribution of premium
weight is further supported by Exhibit X. For the

years 1971-75 the unprotected classes have a consistently
lower loss experience for the 1SO dwelling comprehensive
(standard) fire policy than do the protected classes.
The five year loss ratio for protected areas is 40.4%
and for unprotected it i1s 25.5%. What data is available
on homeowners iInsurance seems to suggest that the
premium distribution there is more closely aligned to
loss experience.

The matter of competition for the consumer®s premium dollar
iIs addressed by Exhibits XI and XIlI. The market concentration
share charts are extremely interesting. They indicate that
the Alaskan markets for both homeowners and fire iInsurance
are dominated by a few companies. The homeowners line has
five companies accounting for 64.5% to 73.4% of business

from 1972-76, while nationwide, iIn 1976, twenty-six groups,
each comprised of a varying number of companies (figures

were not available for individual companies) totaled 64.8%

of the market. Fire insurance shows 10 companies holding
57.1% to 69.1% of the market for the period, while nationwide
the top twenty-six groups in 1976 had a 59.0% market share.



It is obvious that competition iIn Alaska i1s not nearly of
the level that i1t is nationally. The percentage of the
Alaskan fire premium written by surplus lines companies
(Exhibit XII) 1s further evidence that statewide competition
for the insurance dollar may not be what it could. With
portions like 26.9% and 32.8% of the written premiums for
fire insurance being supplied by surplus (nhon-admitted)
companies it iIs apparent that, for one reason or another,
including proper underwriting restrictions; many Alaskans
find 1t necessary to turn to highly priced markets in order
to i1nsure their property. Surplus lines companies do not
submit separate figures for homeowners insurance.

To properly investigate the question of availability, the
existence of a hidden component must be recognized. This
factor 1s, i1s what is available, affordable? To determine
the availability of fire and homeowners insurance, the
division conducted a telephone poll of agents across the
state. Agencies In Anchorage, Kenai, Palmer, Juneau, and
Fairbanks were contacted. The general consensus, excepting
Fairbanks, was that insurance was available for everyone who
had i1nsurable property. Most unprotected property could be
placed In the standard market, depending on condition and
location of the property, and surplus lines would write the
remainder, in almost all cases. Fairbanks was a different
story. One agent stated that all his business, even 1in
Protection class four areas, was through non-admitted markets.
Another said that most risks within 10 miles of the city
limits could be placed iIn the standard market, although his
agency was selective about whom they did insure, iIn order
not to jeopardize the market. Still another agency replied
that nothing outside of the North Star Borough could be
written In the standard market. They also said log homes
were not iInsured unless 'significant amounts of other
construction classes”™ were involved. All said that property
whose condition or location precluded, standard coverage
usually could be written by surplus companies. These state-
ments agreed in general tenor with what had come out of the
hearings iIn January. The complaint then seemed to be more
one of price rather than availability, that the admitted
carriers were not making reasonably priced insurance avail-
able to all those who desired it.

Insurance for property owners unable to obtain coverage in
the standard market i1s available from two sources. One
admitted company has filed a fire program to insure sub-
standard dwellings at 175% of ISO fire rates. This company
currently writes only a very small percentage of the market
in Alaska. Most consumers find they have to resort to the
surplus companies. A telephone interview of five surplus
lines brokers who specialize iIn homeowners ar.d fire iInsurance
was made by the division. The resultant picture of the



surplus fire rates was that they ranged from 150% to 300% of
the 1SO dwelling fire rates, with the majority at the top
end of the spectrum. Examination of 59 homeowners policy
affidavits filed by one surplus lines broker confirmed this,
eight being 225% of ISO rates and 51 being 300%. Fifty fire
po3 icy affidavits filed by the same broker showed 5 at 200%
of 1SO fire rates, one at 225% and 44 at 300%. A perusal of
Exhibit V11 demonstrates that 300% of ISO fire rates for
unprotected dwellings is getting into a lot of money. For
purposes of comparison, please note that Fireman®s Fund and
Pacific Insurance Companies utilize the standard 1SO homeowners
rates (Exhibit VII1). Again, the cost iIs steep at 300% of
1SO

The five year fTinancial history of the personal lines of
property iInsurance has been one that has reflected solid
earnings to the industry. The rate structure and level of
competition, for whatever reason, do not serve the consumer

as well as they should. In view of the high level of
profitability for the state as a whole, the industry should

be considering lower rates and expanded markets. The Division
of Insurance has been encouraging this approach as a voluntary
solution by the companies. On the other hand, a number of
plans to assure the availability of reasonably priced insurance,
such as a Joint Underwriting Association or a Market Availa-
bility Program, have been suggested.

The division also has begun to assume the responsibi]ity of
better informing (via this report) the consumers of 1iternatives
available to them. The wise consumer will help himself, by
shopping thoroughly for insurance and making certain the
dwelling he builds or buys iIs constructed to meet all appli-
cable safety codes. If the consumer takes positive agressive
action, the industry will find 1t in their own best interests
to respond iIn kind. The data contained i1n this report
indicates that the situation is ripe for change. Concerted
effort by industry, government and consumer will effect that
change.

Richard L. Rainery
Insurance Market Analyst
Marilyn L. Van Vieit
Insurance Market Analyst
Division of Insurance
January 6, 197G



Exhibit

Alaska Fire Insurance Experience - E72

Cfl rpany

New Happshire Insurance Co.
U.S. FXe Insurance Co.
Pacific Insurance Co
Highland Insurance Co
Fireman's Fund Insurance Co.
Insurance Co. of N. America
Great American Insurance Co
Hartford Fire Insurance Co.
Enployert Correrclal Union
Insurance
U.S. Fidelity SGuaranty Co
Eagle Star Insurance Co
Harbor Insurance Co.
Hoce Insurance Co.
Morth River Insurance Co. (N.J.)
State Fam Fire & Casualty Co
Allstate Insurance Co.
Jefferson Insurance Co. of N.Y
Westchester Fire, Insurance Co
Aetna Casualty 1Surely Co.
Continental Insurance Co.

St. Paul Fire | Karine Insurance Co

Hallrark Insurance Co

Central Mutual Insurance Co.
State Farm General Insurance Co
North East Insurance Co.
Mission Insurance Co.

Total (%Eof all business)

Total All Cos.

Company

New Hampshire Insurance Co.
U.S. Fire Insurance Co.
Insurance Co. of N. America
Pacific Insurance Co
Highlands Insurance Co.
fireman's Fund Insurance Co.
Great American Insurance Co.
Mission Insurance Co.
Hartor Insurance Co.
American Home Assurance Co.
Home Insurance Co
Connerteal Union Insurance Co.
Hartford Fire Insurance Co.
U.S. Fidelity | Guaranty Co.
Allstate Insurance Ci.
State Farm Fire A Casualty Co.
Eagle Star Insurance Co.
Industrial Indemnity Cn. of Alaska
North River Insurance Co. (N.J.)
lumberman's Ur.dervriters Alliance
Toscmite Insurance Co
Reserve Insurance Co,
St. Paul Fire A Marine Insurance Co.
Providence Uashlghtnn Insurance
Co. of Alaska
Central National Insurance Co.
of Onaha
Atlas Assurance Co.. Itd
Hillnark Insurance Co.
St ‘e farm General Insurance Co
Artwright'Roston Manufacturers
Mutual Insurance Co
Alaska Instance Co
Unloard Kjtua* Insurance Co.
Peninsular Fire Insurance Co.
Jefferson Insurance Co. of N.Y.
Westchester Fire Insurance
Allendale Muual Instance Co
Providence Washington Insurance Co
Central Mutual Insurance Co.
Protection Mutual Insurance Co.
American iianufaturing Insurance Co

Total (%of all business)

Total All Cos

Earned Incurred loss
Premium losses Ratio
s $ b
E =28
o H
)
TeNS 464\5)
33 3
3 2L
Ci2a 1A
3 1249
|
23
4

8 HL2Z5
5320M

r Experience - ]gB

Earned
Premium

1

53 28674
s34808%

Incurred
losses

2

Alaska Fire

Company

Mission Insurance Co.

Pacific Insurance Co,

Alaska Insurance Co.

Industrial Indemnity Co of Alaska

New Hampshire Insurance col

Highlands Insurance Co.

Stuyvesant Insurance Co.

Uplgird IVitual Insurance Co

U.S. Fire Insurance Co.

FirrMh's Furd Insurance Co.

Providence Washington Insurance
C*. of Alaska

Insurance Co. of N. America

Co-rnerclal Standard Insurance Co

Reserve Insurance Co.

State Farm Fire A Casualty Co.

Allstare Insurance Co.

Great African Insurance Co

Harbor Insurance Co.

U.S. Fidelity A Guaranty Co

Hartford Fire Insurance Co.

St. Paul Fire A Karine Irsurance Co.

Yosemite Insurance Co

Central National Insurance Co
of Oraha

Atlas Assurance Co., Ltd.

Peninsular Fire Insurance Co

Connercial Union Insurance Co.

American Hone Assurance Co.

Arkwrlghl-Coston Manufacturers
Mutual Insurance Co

State Farm General Insurance Co.

Hallmark Insurance Co.

Allendale Mutual Insurance Co.

Home Insurance Co

lumberran’s Underwriting Alliance

Pruvidence Washington Insurance Co

North River Insurance Co. (N.J.)

Jefferson Insurance Co. of N.Y

Federal Insurance Co.

Allled Insurance Co.

Total (Q.IS of all business)

Total All Cos.

insurance Experience - 54

Earned Incurred
Prratum losses
s $ % 9

2]
3
b Hio%h
3
3
3N/
a4/

£
1.

Alaska fire Insurance Experience - ]97"_-)

Company

tlaska Insurance Co.

Pacific insurance Co

Industrial (ndrmlty Co.of Alaska

Unigird Mutual Insurance Co.

American Home Assurance Co

Providence Washlghton Insurance Co.
of Alaska

Highlands Insurance Co.

Fireman's Fund Insurance Co

Great American Insurance Co.

Insurance Co. of If. America

Reserve Insurance Co

New Hampshire Insurance Co.

State Farm fire A Casualty Co

Mission Insurance Co

Harbor Insurance Co

Allstate Insurance Co

Aetna Insurance Co

Yotmltr Insurance Co

Stuyvesmt Insurance Co

StPaul fire i Marine Insurance Co.

) 5 Fidelity | Cuaranty Co

Peninsular Fire Insurance Co

Ho-* Insurance Co.

Ccmerclat Union Insurance Co

U.S. Fire Insurance Co.

Central Mitlonal Insurance Co. of Ouba
Arkwrlght*Ooston Manufacturers Mutual

surance Co
HalX*ark Insurance Co
hjtional Union Fire Insurance Co.
State |am General Insurance Co
Allendale Mutual Insurance Co.
Hartford Fire Insurance Co
Atlas Assurance Co. Itd
Providence Washington Insurance Co
Protection Mutual Insurance Co.
Allied Insurance Co
Travelers Indemnity Co

Total (% of all tusiness)

Total All Cos.

Earned
Preniuu

Incurred
Losses

¥

I
=

N

-

5

i

S|
01 08
36053

ac

lass
Patio

BOED npretibiare HEdEbERy



Alaska Fir* Insurance Experience ¢ 1976

Earned
way Prralua

Alasu Insurance Co. si
Industrial Indemnity Co. of Alaska .
Pacific Insurance Co.
national Union fire Insurance Co
Great American Insurance Co.
Prc.idence *ashington Insurance o~

Co. of Alaska (PR
Fireman's Fund Insurance Co a
Aetna Insurance Co.
A-«-icjp Assurance Co.
Mission Insurance Co v
Atlas Assurance CQq., Ltd 1)
Insurance Co of Africa b,
Highlands Insurance Co.
Stjte Farm fire Casualty Co.

listate Insurance Co. 319

Paul fire i Karine Insurance Co
Affiliated f*i Insurance Co.
Puritan insurance Co
Arkuvitnt'Eoston Manufacturers

Mutual Insurance Co Lol
Pesc-v# Ins .ranee Co A
U.S. fidelity | Guaranty Co
Peninsular Fire Insurance Co
Allled Insuiance Co.
Central “at’onal Insurance Co.cf o«.hga
Hirtor Insurance Co.
Allendale Mutual Insurance Co.
Protection Mutual Insurance Co.
State Farr* Seneral Insurance Co.
Cor.-ercial Union Insurance Co,
Hallmark Irvjrarce Co.
Hartford Fire Insurance Co
Employers Mutual Liability Insurance Co.
Ho«e Insurance Co
Unigjrd ™ituul Insurance Co.
New Ha«osnlre Insurance Co.
Hon;* Mann Insurance Co
U.s.*A
lunt'Trvjn's Underwriting alliance
Act* i Casualty A Surety Co.
American Motorists Insurance Co. o

Total (%4t of all businass) Som
Total All Cos $9m

Incurret

Losses

s ZRIB

X1y

s6 51528
6 64

i Insurance Experience ¢ ]972'%

Earned Incurred
Coepany Prewtun Losses

Alaska Insurance Co. $ $ E@%
Pacific Insurance Co. F
f'ew 'Umpshlirc Insurance Co. } R/ 371
Indurstrlal Indemnity Co. of Allgka ) 3043
Highlands Insurance Co. 3H)1d)
United States Fir# Insurance Co iMm d
flrfvan's Fund Insurance Co. a ) )
Insurance Co. of N. Ar-erlca L 3
Mission Insurance Co. 1‘ 3&

Great American Insurance Co, /H]Z

Providence Washington Insurance
Co. of Alaska

American llone Assurance

Unigard Mutual Insurance Co

Slate Farm Fire A Casualty Co

*

B I\

t

2D
D

Harbor Insurance Co

Allstate Insurance Co.

U.S. Fidelity A Guaranty Co.

Hartford Fire Insurance Co il

»)
O

Reserve Insurance Co.

Cuvcrctal Union Insurance Co. A E
National Union Fire Insurance Co.

Mo«e Insurance Co. 4)
Si. Paul Fire AMarine Insurance Co

Stuyvcsant Insurance Co
Atlas Assurance Co., Itd. L5
Eagle star Insurance Co., Ltd
Ara*rl'jht-flostoo Kjnufacurcrs

Mutual Insurance Co.
Central National Insurance Co. DrOVii.a
Peninsular Fire Insurance Co.
To'rmite Insurance Co.
Nortn River Insurance Co. (N.J.) ,i,_‘
Hallrark Insurance Co.
State Fjrfs General Insurance Co
Convrdal Standard Iniuranc Co.
Allendale Mutual Ingyrance Co. 2
lurrrrmm's UnJvrerj.mg Alliancej
Jeflrrson Insurance Co. of N.f. £
Protection Mutual Insurance Co.
Affiliated fM Insgrance Co.
Allid Insurance y iy
W-*stcfester fir# Insurance Co i
Fetnj Casualty ASurety Co

Total (%$of all business) $$£m.m2
Total All Cos $£n_$]_6

Aetna Insurance Co, é

(78]

N
1

N

A
Nal=

B

2]

s18167 %2
190036

Loss

TS R e o copeEndile, i ¢

746
*7

Loss
Ratio

2 & TRy, SN B oot Sora

Insurance Report 1972-76
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Insurance Report
1975-76

Company Expense
Exhibits 1975-76
R. Rainery 11/77

1975

ALASKA FIRE
EXPERIENCE A1

URANCE
EXPENSES

150 822*21

‘Alaska Insurance Co.

‘Pacific Insurant* Co

*Inijstrlal Indemnity Company
of Alaska

vi'nloard Mutual Insurance Co.

*A-erican Ho.-e Assurance Co.

*Providence Washington Insurance
Co. of Alaska

“Highlands Insurance Co.

*Fireman's Fund Insurance Co.

‘Great American Insurance Co.

"Insurance Co. of NcrIN America

+ Reserve Insurance Co.

*R»< Hampshire Insurance Co.

*State Fam Fire A Casualty Co.

*Mission Insurance Co.

*Harbor Insurance Co.

‘Allstate Insurance Co

*Aetna Insurance Co.

'Yase'*:te Insurance Co.

. suyvesem Insurance Co.

*St. Raul Fire

*U.S. Fidelity A Guaranty Co.

‘Peninsular Fire Insurance Co.

‘More Insurance Co.

«Coroerclal Union Insurance Co,

‘U .S. Fire Insurance Co.

“Central National Insurance Co.
of (tah

Arkwrlght»aaston Manufacturers
Mutual Insurance Co

+ Hallmark insurance Co.

“National Union Fire

*State Faro General
Allendale Mutual Insurance Co.
‘Hartford Fire Insurance Co.
*Atlas Asturance Co., Ltd

*Providence Washington Ins.
‘Protection Mutual
*Allied Insurance Co.

Travele-i Indemnity Co.

Co.

Total (% of all business) -

Average
Total All Companies

JISO Total (g?s of all butlnest)-

Averag#

]915 ALASKA FIRE INSURANCE
EXPERIENCE AW EXPENSES

'
QAL
Alaska Insurance Co.
Industrial Indemnity Company
Of Alaska
Pacific Insurance Co.
National Union lire Insurance Co.
Great AnerUtn Insurance Co.
Providence Washington Insurance
Co. of Alaska
Fireman's Fund Insurance Co.
Aetna Insurance Co.
Anarican Hone Assurance Co.
Mission Insurance Co.

Atlas Assurance Co. of london Itd.

Insurance Co, of North America
Highlands Insurance Co.
State Faro fire A Casualty Co
Allstate Insurance Co.
St. Paul Fire A Karine
Affiliated FH Insurance Co.
Puritan Insurance Co.
Arkwrlght-Doston Manufartureri
Mutual Insurance Co.
Reserve Insurange Co,
uU.s. fidelity Guaranty Co.
Peninsular Fire Insurance Co.

Allied Insurance Co.
CentralyNational Insurance Co.
of \aha

Hgrbor Insurance Co.

Aldlendale Mutual Insurance Co.

Protection Mutual Insurance Co.
* State Faro General Insurance

Co”crcta) Union Insurance Co.

Hallrurk Insurance Co.

Hartford fire Insurance Co.

Employers Mutuol Liability
Insurance Co.

Nome Insurance Co.

Unigard Mutual Insurance Co.

flaw Hampshire Insurance Co.

Horace Mann Insurance Co.

US.AA

lw»»<>ernun's Unervriting Alliance

Aetna Casualty A Surety Co.

A/ifrKin Motorists Insurarce Co.

Total (%411” all business) -
|

Average

To'al Alt Companies

I Marine Insurance Co.

Insurance Co.

Insurance Co.

Insurance Co.

Insurance Co.
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Alaska Top 20 Homeowner Insurance Writers Experience -1972

Earned Incurred
Corpany Premium Losses
State Faro Fire A Casualty 51,253,71: S 535,050
Insurance Company of N. America 1,217,965 653735
Allstate Insurance Co. 661.041 171,395
Fireman's Fund Insurance Co. 474810 261,092
Great American Insurance Co. 345.720 193.712
New Hampshire Insurince Co. 318,726 309.406
United States Fire Insurance Co. 274,354 292116
U.S. Fidelity AGuaranty Co. 198.718 45,941
Pacifln Inurance Co. 180.440 26,440
State faro General Insurance Co. 140.097 116,685
Hartford Fire Insurance Co. 131,665 48549
Hent Insurance Co. 100.453 89,428
Ceployers Correrctal Union
Insurance Co. 99,352 12,224
American Motorists Insurance Co. 88.514 19,719
Consolidated Underwriters 83.912 79,840
All-Africa Insurance Co. >9,341 7407
American Manufacturers Mutual
Insurance Co. 63,205 23,386
Horace Mann Insurance Co. 57.766 7,196
United Services Automobile
Association 51,585 3,127
Jefferson Insurance Co. of N.Y. 51515 40,575
Total (95.7X of all business) $5,879,391 $3,031,443
Total All Cos. $6,141,678 $3,142,624

Alkk. Top 20 Hoflipowncr Insurance Wrltnrs Experience -1973

Earned Incurred
Company Premium Losses
Insurance Co. of N. America $ 1.730.074 $ 882719
State Farn Flrc &Casualty Co. 1.504.038 714,315
Allstate Insurance Co. 827.701 397,933
Fireavin's Fund Insurance Co. 531,526 290,013
Great American Insurance Co. 356,662 07,193
Pacific Insurance Co. 321,5/6 79,770
U.S. Flre Insurance Co. 297,604 145176
Hew Hampshire Insurance Co. 242,760 221,066
State Farm General Insurance Co. 170.078 04,780
HXO« Insurance Co. 117,720 1,964
American Motorist Insurance Co. 114,931 86,586
Hartford Flro Insurance Co. 110,566 93,645
U.S. fidelity AGuaranty Co. 92,995 38,193
Providence Washington Insurai.ee
Co. of Alaska 90,029 13,036
CaTnerclal Union Insurance Co, 05,846 17,144
United States Automobile
Association 04.473 10,517
All-Amorlca Insurance Go 72,839 42,070
Horace Mann Insurance Co. 71,559 22,846
Jefferson Insurance Co. 64.249 705
Medallion Insuranco Co. 53727 4,402
Total (96.6t of al+ business) $6,941,021 $3,234,205
Total All Cos. $7,261,930 $3,459,525

Alaska Tup 20 Homeownir Insurance Writers Experience * 1974

Earned Incurred
Company Prenlum Losses

Insurance Co. of H Merlca H w& S1.301.101
State fare ftre | Casualty Co . 790,276
Allstate Insurance Co, 963 M& 392 AM
Pacific Insurance Co. 4'\\/1‘160 102104
fireman's fund Insurance Co. alJ. 524)4
Providence Washington Insurance

Co. of Alaska 396,569 162,147
Great American Insurance Co. 311,711
Industrial Indemnity Co. of Alaska 232,007
Stats farm General Insurance Co. 210,921 0113
Alaska Insurance Co. 162,013 40,025
U.S. fire Insurance Co. 151547 110.137
American Motorists Insurance 127,034 50,267
United Services Automobile

Association 109,703 10,070
Horace Mann Insurance Co. 96,953 14,220
All-America Insurance Co. 00,072 93,936
llam Insurance Co. 06,054 1,394
Mr* Hampshire Insurance Co. 01,976 163,376
Hartford lire Insurance Co. 76,697 53,001
KstlonaUi) Mutual fire Insurance Co 50,004 13,161
Jefferson Insurance Co. 44,079 2.019

Total (96.15 of all business) 17,946,275 $3.063.343

Total All Cot. 10,267,910 $4,059,395

Exhibit 111

Loss
Rano

46.4
574
259
55.3
56.0
97.1
106.3

14.7
823
36.3
89.3
12.3
22.3
951

93

37.0
125

6.1
787

517
51.2

Ratio
65.4

Alaska Top 20 Kcmoowner Insurance Writers Experience -1975

Earned Incurred
Company Prenlum Losses

State Farn Fire &Casualty Co. $t.780.754 $1,772,812
Insurance Cospeny of H. America 1,998,659 937,004
Allstate Insurance Co. 1,256,863 669,947
Pacific Insurance Co. 524,250 110,241
Croat American Insurance Co. 508978 301,391
Providence Washington Insurance

Co. of Alaska 474,540 252.496
Fireman's Fund Insurance Co. 357,409 115,046
State Fam General Insurance Co. 340.605 189,930
Industrial Indemnity Co. of

Alaska 323875 267,365
North West Insurance Co. 172,537 36,710
Horace Kann Insurance Co. 162,072 58.242
Associated Indemnity Corp. 150,690 73,956
United Senrlcet Auton>ob*le Assoc.  129,00? 78475
Hew Hampshire Insuranco Co. 126,239 11,467
American Hotorltts Insurance Co. 114.491 18,336
All-American Insurance Co. 111,893 5,669
Alaska Insurance Co. 73,651 28549
Providence Washington Insurance

Company 71770 77,192
Nationwide Mutual Fire

Insurance Co. 71734 99,086
Hallmark Insurance Co. 50,291 27,833

Total (96.91 of all busincss)$ 9.800,337 $5,201,741

Total «11 Cos. $10,114,704 $5,367,170

Alaska Top 20 Homeox»nrrs Insurance Writers Experience - 1976

Earned
Company Premium
State Farm Fire A Casualty Co. $ 3,986,852
Insurance Corpany of N. America 2,221.764
Allstate Insurance Co. 1,675,553 *
Great American Insurance Co. 810,17/
Pacific Insurance Co. 633,259
Fireman's fund Insurance Co. 450.73)
State farm Genera) Insurance Co. 435382
Industrial Indemnity Co. of
Alaska 358.856
Horace Mann Insurance Co. 290,458
Providence Washington Insurance
Co. or Alaska 203,110
Associated Indemnity Corp. 269,610
North West Insurance Co. 215.419
United Services Automobile Assoc. 162,626
New Hampshire Insurance Co. 161,759
African Motorists Insurance Co. 135,515
Nationwide Mutual flro
Insurance Co. 76,054
All-Anorlcan Insurance Co. 56,117
Hallmark Insurance Co. 52,863
Provldenc  Washington Insurance Co. 43922
Hartford rire Insurance Co. 37,435

Total (97.21 of all business) $12,357,509

Total All Cot. $12,715,083

Incurred
Losses

$1,612,156
0/1,765
542,182
433,299
405,238
61,607
222740

55,292
344,964

279,126
109,970
182,028
30,348
34,489
43558

6,20?
19,394
2374
127.285
6,046

$5,390,143
$5,581,144

Alaska Top 20 Homeowners Insurance Writers Experience

5 Years (19/2-76)

Earned
Company I'retnlui
State farm lire 6 Casualty Co. 511,440

Insurance Company of N America 9.lsa

Allstate Insurance Co. 6,304 704
Great American Insurance Co. 5 133
fireman's fund Insurance Co. - 14?

Pacific Insurance Co. 2,094 376
State farm General Insuranco Co. 1297 031
Providence Washington Insurance

Co. of Alaska 1,244,241
Industrial Indemnity Co. of

Alaska Y A 7
Hr* Hampshire Insurance Co. 931 467
U.5. fire Insurance Co. 770
Horace Mann Insurance Co. 670
American Motorists Insurance Co. 500, 535
United Services Autcnubllc Assoc 517, 469
Associate! Indemnity Corp. 469, 471
All-American Insurance Cu. 400 267
Hartford rire Insuranco Co. 405 290
U.S. fidelity i Guaranty Co. 404
llorth West Insurance Co. 307
lloaie Insurance Co. 362 079

Total (92.11 of all hutlness) 542,066,220

Total All Cot. 545,609,632

Incurred
Losses

6 5,474,609
4.740.177
2,173,991
1,244,196

7110192
003,791
694,642

706,805

4)1,353
7391103
672,676
490,033
226,466
160,600
193,343
160,525
233531
162,217

i
520,211.477
521,940,009

Loss
Ratio

6J.6

Lots
Ratio

404
39.2
324
515
61.0
13.7
51.2

154
118.8

98.6
40.9
845
18.7
210
321

8.1
34.6

289 H
16.2

436
439

Insurance Report 1972-76

R. Rainery 10/77



1975 - ALASKA HOVEOARERS INS
EXPERIENCE AlIO EXPENSES

Loss Other Acq. loses Totol Resultant
Earned Incurred Loss Adjust. Curmission Field Super. Oenerol Licenses Expenses Pemlssiotc
Company Premiums losses Ratio Expenses Brokerage Collection  Expenses Fees Incurred Less Ratio
State Farn Fire &Casualty Co. $2,780,754 $1,772,812 636t 6.9 20.8 45 4.8 28 398 60.2
insurance Company of North America 1,998,659 987,004 494 7.7 21.2 51 8.1 33 454 54.5
Allstate Insurance Co. 1,256,863 669942 533 8.2 9.5 8.0 4.0 38 335 16.5
Pacific Insurance Co. 524,250 110,241 210 7.0 253 32 6.6 2.6 415 585
Great American Insurance to. 508,978 301,391 59.2 52 230 3.1 5.0 2.8 391 60.9
Providence Washington Insurance
Co. of Alaska 474,540 252496 532 10.0 19.6 4.8 7.4 2.6 444 55.6
Fireman's Fund Insurance Co. 357,409 115,046 322 8.3 211 5.2 7.7 3.2 455 545
State Farm General Insurance Co. 340,605 189,930 558 7.1 19.5 5.0 53 29 39.8 60.2
Industrial Indemnity Co. of Alaska 323,075 287365 887 75 21.0 25 6.4 2.4 39.8 60.2
North West Insurance Co. 172,537 36,710 213 6.3 25.0 0.0 11.6 23 430 56.2
Horace Mann Insurance Co. 162,072 58242 359 7.3 18.4 8.0 7.1 45 45.1 547
Associated Indemnity Corp. 150.690 73956 491 8.3 211 52 7.7 32 455 54.5
USAA. 129,002 78475 60.1 8.3 0.3 15.6 6.3 34 344 65.6
New Hampshire Insurance Co. 126,238 11,467 9.1 10.5 211 32 34 2.8 41.0 53.0
American Motorists Insurance Co. 114,491 18336 16.0 6.8 26.1 8.6 5.0 32 50.0 50.0
All-A-erica Insurance Co. 111,898 5,668 5.1 8.2 36.7 8 9 7 47.3 527
Alaska Insurance Co. 73,651 28549 386 10.5 211 32 34 2.8 41.0 %%
Providence Washington Insurance Co 71,770 77192 1076 10.0 19.6 48 7.4 2.6 44.4
Nationwide Mutual Fire Insurance Co. 71,734 99,086 138.1 8.6 145 12.6 6.0 39 456 54.4
Total (96.at of all business) *
average $9,750.016 $5,173,908 531 75 19.7 51 6.0 3.0 4.3 50.7
Total All Companies $m, 114,704 $5,367,178 531
1976 - ALASKA HOVEOARNERS INSURANCE
EXPERIENCE AND EXPENSES
loss Other Acq. Taxes Total Resultant
Carned Incurred Lost Adjust.  Commission Field Super. General |Icenses Expenses Permissible
Premiums Losses Ratio 1.ponses Droko r«<Je_ Collection  Fxpenses fees injured toss Ratio
Stall* Farn fire &Casualty Co. $ 3,906.802 $1,612,156  40.41 6.4 206 53 3.9 3.0 39.24 to.o:
Insurance Co. of North Ar.erlca 2.721,/Gl 871,766 392 7.7 227 33 7.7 33 448 55.2
Allstato Insurance Co. 1.675.883 542,182 324 7.9 9.2 74 37 4.0 322 67.8
Great American Insurance Co. 010,177 431299 535 42 213 4.0 53 2" 372 62.7
Pacific Insurance Co. 633,259 405,238 64.0 55 232 27 6.9 23 40.6 59.4
Flrenjn's fonil Insurance Co. 450,703 61,607 13.7 79 209 52 74 32 44.6 55.4
State Farn General Insurance Co, 435,302 222740 512 6.4 20.6 53 39 3. 392 60.8
Industrial Indennlty Conpany
of Alaska 350,056 55292 154 7.0 223 2.0 5.4 2.8 395 60.5
Itora:c Mann Insuranco Co. 290.450 344964 110.8 8.3 215 b.7 3.1 33 429 57.1
Providence Washington Insorance
Co, of Alaska 203,110 279126 986 9.1 16.9 3.7 7.2 24 393 60.7
Associated Indemnity Corp. 269,610 109,970 409 7.9 209 5.2 7.4 32 44.6 55.4
North West Insurance Co. 215,419 102,028 845 12.6 17.8 0.0 3.6 1.6 357 14.3
USAA. 162,626 30348 187 77 03 19.9 2.6 3 J4.2 65.1)
New Hampshire Insurance Co. 161,759 34409 213 100 20.0 4.6 35 26 40.7 591
American Motorists Insurance Co. 135,515 43558 321 5.6 26.1 4.0 5.1 24 432 56.H
Nationwide Mutual Fin* Insuranco Co. 76,051 6,282 8.3 8.6 95 12.1 6.4 4.4 41.0 59.0
Al AfttftCA InsurVice Co. 66,117 19394 346 4.6 39.1 1.3 1.0 7 475 52.6
lallimrk Insurance Co. 52,061 2374 A5 151 454 327 6.6 51 104.5 (4.9)
Providence Washington Insurance Co, 43,977 127,285 209.8 9.1 16.2 37 72 24 393 60.7
Hartford Flro Insurance Co. 37,135 6.046 162 7.6 21.2 3.0 7.4 33 425 575
Tolal (97.?* of all business) -
average $12,357,509 $5,390,143 436 7.1 19.5 5.1 5.1 3.1 399 60.)
Total AM Companies $12,715,008 $5581,144 439

Insurance Report 1975-76

Company Expense Exhibits 1975-76
R. Rainery 11/77
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ALASKA HOVEOANERS INSLRANCE: EXPERIENCE
Companies Reporting by Zone

9P
Zone 1 Zone 2 Total
ncurred arned ncurred Loss Earned ncurred
Company rem|Um ,_OSSES FJ- remlum OSSGS Ratio Premium OSSGS

itﬁtfgrllzg{em I(:)lr%fgf\f: %u%rXenca
Sta E}arm &Jenera? nsurance Co.
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Ha,é A&? faII busmess 96127 &b 1124 4362925 2049,662 470 4%%% ﬁg@% 453I

Zone 1 - Zone 2 Total
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19721976
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Includes Loss Adjustment Expenses. Information submitted by companies

R. Rainery 9/77



Anount of
Insurance

/ 40,000
$ 70,000
$100,000

/jnount of
Insurance

$ 20,930
$ 35933
$ 50,900

/count of
Insurance

$ 40,000
$ 70,000
$100,000

/count of
Insurance

$ 70,033
$ 35.000
$50,"30

173
303

433

91
160

778

Class D - Dwelling Contents

Exhibit VII

ISO FIRE RATES

District |
Class D - (tailing Building - Owner Occupied

Protection Class
6 7

19B 257
347 467
496 667

District

Protection Class
6 7

104 139
103 343
761 347

District

338

591

174

305

436

9 10
473 458
733 801

1055 1144
9 10
716 739
379 400
541 577

Class D - (tailing Building - Owner Occupied

173

303
433

9?
160
739

191

347
<96

Class D - (tailing Contents

104

183
761

Protection Class

d 5

774

391
559

District

6

259

454
640

Protection Class

17
205

793

135
735
337

7

316

605
864

17B
312
445

438

767
1095

224
392
559

1373

780
489
699

10

595

1042
1403

298

571
744

Rates compiled fr
with the Division
confirmed by 1SO0.

R. Rainery

11777

im manual

of

on file
Insurance and



Exhibit VIII

Homeowners Insurance Rates

Policy - HO- 3 (or nearest equivalent)
Construction - Frame

Premium + Annual ($100 deductible)

1. Home Insured for S <0,000

2. Home Insured for $ 70,000
3. Hone Insured for S 100,000

1. Anchorage 2. Juneau .
Protection Class protection Class
Company 5 8 9 10 Company 5 6 7
Fireman's Fund $ 278 $ 306 $ 487 $ 556 Fireman's Fund 556 556 613 1,112
Providence Washington of Ak. 167 199 341 339 Providence Washington of Ak. 334 361 393 778
Horace Hmn 202 315 559 559 Horace Hann 312 337 407 863
Allstate 183 292 360 360 Allstate 270 282 339 502
Industrial Indemnity Co. of Ak 263 437 629 629 Industrial Indemnity of Ak 500 571 826 1,168
Insurance Co. of North America 250 414 550 550 Insuranco Co. of North America 440 466 555 895
State Farm Fire 4 Casualty 201 308 424 424 State Farm Fire 4 Casualty 283 295 345 SCd
State Farn General 20< 456 559 559 State Farm General 485 507 598 864
Great American 300 467 572 572 Great American 566 612 740 1,031
Pacific 278 306 487 556 Pacific 556 556 613 LLIL
1. Farlbanks 3. Anchorjgc .
Protection Class Protection Class
Company 4 5 8 10 Company 5 8 9 10
Fireman's Fund 278 278 306 556 Fireman's Fund 823 910 1,445 1,650
Providence Washington of Ak 167 167 199 389 Providence Washington of Ak 494 592 1,012 1155
Horace Hann 200 218 340 659 Horace Hann 456 714 1,271 1,271
Allstate 166 183 202 360 Allstate 442 713 889 039
Industrial Indemnity Co. of Ak 242 263 437 629 Industrial Indemnity of Ak 734 1,216 1,747 1,747
Insurance Co. of North America 284 302 498 662 Insurance Co. of Horth America 688 1136 1513 1513
State Farn Fire 4 Casualty 204 23 337 506 State Farm Fire 4 Casualty 485 741 902 902
State Farn General 294 323 502 699 State Form _General 822 1,272 1,555 1,565
Great American 46 375 533 716 Great American 823?} 1%?07 m YIU
Pacific 278 27B 306 656 Pad lie
3. Fairbanks
1. Juneau Protection Clast
otectlon Class Company 4 5 B 10
Company 5 6 7 10
i Fireman's Fund 023 823 910 1,650
Fireman's Fund 278 278 306 556 providence Washington of Ak 494 494 Co2 1,155
Providence Washington of Ak. 167 181 199 389 Horace Hann 453 493 77 1,271
Horace Hann 202 218 264 559 Allstate 398 442 713 889
Allstate . 157 166 199 292 Industrial Indemnity of Ak 675 734 1216 1,747
Industrial Indemnity of Ak 263 285 437 629 Insurance Co. of North America 781 831 1,370 1,821
Insurance Co. of Horth America 220 252 300 484 State Farm Fire 4 Casualty 485 532 814 1124
State Farm Fire 4 Casualty 180 187 218 300 State Farm General 822 904 1.399 1,994
State Farm General =l z 30 456 Great American 959 1045 1618 1988
reat American Pacific
Pacific 278 278 306 556 823 123 910 1650
3. Juneau
2. Anchorage ) Protection Cletl
Protection Class Company 5 6 7 10
Company 5 Il 9 10
Fireman's Fund 623 823 910 1,650
Fireman's Fund 556 613 975 1,112 Providence Washington of Ak 494 535 502 1,165
Providence Washington of Ak. 334 390 683 778 Horace Hann 456 49- 667 1271
Iterance Hann 312 486 863 863 Allstato 383 398 480 713
Allstatc 312 502 625 625 Industrial Indemnity of Ak. 734 841 1,216 1,747
Industrial Indennlty of Ak 500 826 1,188 1,188 Insurance Co. of North America 605 693 025 1331
Insurance Co. of Horth America 463 766 1,010 1,018 State Farm Fire 4 Casualty 387 404 474 74
Slate Farm Fire 4 Casualty 3j4 508 703 703 State Farm General 713 747 800 1272
Stato Farn General 558 8(4 %83{ iggz Great American 031 900 1,088 1,591
Great American 566 882 . , Pacific 823 023 910
Pacific 556 613 975 1,112 1650
2,  Fairbanks
Protection Class
Cnnpany ( 5 8 10
Fireman's Fund 556 556 613 1‘171728
providence Washington of Ak - e o a63 Rates compiled from manuals
Allstate 282 312 502 625 = = P
Industrial Indemnity of Ak 259 500 0% 1188 on file with the Division of
Insurance Co. of North America 525 559 92) 1226 H
State Farm | ire 4 Casualty 314 366 557 875 Insurance and confirmed by
State Fam General 558 614 950 1,321 compan ies.

Great American 653 709 1,102 1,352 B
Pacific 556 556 613 1,112 R. Rainery 11/77



ISO Premium Relativities - Dwelling Fire - Frame Bldg

Statewide Current Statewide Indicated
Protection Class Relativities Relativities
3 .773 1.079
4 .884 1.000
5 1.000 1.000
6 1.155 1.000
7 1.542 .836
8 1.956 .836
9 2.447 1.195
10 2.654 1.348

1SO Fire filing of June 7, 1977

Exhibit X

1SO Dwelling Experience Compilation - Protection
Standard Fire Policy

Protected (Classes 1-8) Unprotected (Classes 9 & 10)

Earned Incurred Loss Earned Incurred Loss

Premiums Losses Ratio Premi umns Losses Ratio

1971 474,991 289,125 60.9 508,446 168,957 33.2
1972 456,014 205,009 45.0 526,474 170,967 32.5
1973 448,655 166,816 37.2 506,598 96,752 19.1
1974 510,136 197,089 38.6 587.118 84,0009 14.3
1975 667,871 175,513 26.3 647,324 186,553 28.8
TOTAL 2,557,667 1,033,552 40.4 2,775,960 707,238 25.5

1SO 1976 Statistical Report, Personal Lines



Market Concentration Share

Alaska Homeowners lInsurance

No. of Cos. % of market share
1972 5 64.5
1973 5 68.2
1974 5 69.1
1975 5 69.9
1976 5 73.4
Countrywide
No. of Grps /O‘ market share
1976 26 64.8
Alaska Fire Insurance
No. of Cos. /O‘ market share
1972 10 69.1
1973 10 58.7
1974 10 57.1
1975 10 59.6
1976 10 62.6
Countrywide
No. of Grps /i} market share
1976 26 59.0

NAIC Competition Study, September 30, 1977
Insurance Report 1972-76
R. Rainery November 22, 1977

Exhibit XI1

Alaska Fire Insurance Written Premiums

Total (Admitted and Surplus) Surplus Surplus as /i} Total
1972 $8,817,563 $976,882 11.1
1973 8,521 ,343 548,959 7.6
1974 9,523,474 965,537 10.1
1975 10,639,320 2,865,449 26.9
1976 13,796,603 4,522,479 32.8
Totals $51,298,308 $9,979,306 19.5

"nsurance Report 1972-76
1/21/77 R. Rainery
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