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November 26, 2008 

 
CIRCULAR LETTER TO ALL MEMBER COMPANIES 

 
 
 
Re:  Revised Private Passenger Automobile 

Insurance Rates – North Carolina 
 
On September 26, 2008, the Reinsurance Facility filed with the Department of Insurance 
revisions to the private passenger auto liability rates to become effective concurrently with the 
private passenger auto rate revisions announced by the North Carolina Rate Bureau in its 
Circular Letter To All Member Companies A-08-8 dated September 29, 2008.  The rate revisions 
filed by the Facility were also announced in the Rate Bureau circular and are announced here 
again to ensure adequate notice of the changes to rates for non-fleet private passenger 
automobile risks ceded to the Facility. 
 
Please find attached (1) revised base rates for “clean risks” ceded to the Facility; (2) revised base 
rates for “other than clean risks” ceded to the Facility; (3) revised uninsured and combined 
uninsured/underinsured motorists coverage rates for all non-fleet private passenger risks ceded 
to the Facility; and (4) revised increased limits factors for all non-fleet private passenger risks 
ceded to the Facility.   
 
Please note that the base rates for other than clean risks ceded to the Facility were recently 
revised effective October 1, 2008 and are being revised again, effective January 1, 2009 as set 
forth below, in order to be consistent with the revised increased limits factors. 
 
The attached revisions become effective in accordance with the following Rule of Application. 
 

These changes are applicable to all new and renewal policies effective on or after 
January 1, 2009. No policy effective prior to January 1, 2009 shall be endorsed or 
cancelled and rewritten to take advantage of or to avoid the application of these 
changes except at the request of the insured and at the customary short rate 
charges as of the date of such request, but in no event prior to January 1, 2009. 
 

As you were advised in the September 29, 2008 circular letter from the North Carolina Rate 
Bureau to all member companies, for policies becoming effective on and after January 1, 2009, 
the Rate Bureau has implemented revised non-fleet private passenger automobile and motorcycle 
insurance rates over the disapproval of the Commissioner.  Such implementation requires the 
establishment of an escrow account under certain circumstances, as described in the above-
referenced Rate Bureau circular letter.  As you are also aware, the rates charged to “clean risks” 
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on policies ceded to the Facility cannot be higher than the rates that would have been applicable 
had such policies not been ceded.  For this reason, the rates charged to “clean risks” on policies 
ceded to the Facility are subject to the escrow requirements. 
 
Therefore, with respect to clean risks ceded to the Facility, companies must maintain records 
necessary for each company to determine by policy the difference, if any, between the rates 
collected by each company and the rates ultimately determined to be the approved rates.  The 
methods by which each company accomplishes this directive are left to each company.  The 
Facility will establish and maintain the necessary escrow accounts, but it will be necessary for 
ceding carriers to make arrangements to identify in their record systems the clean risk business 
ceded to the Facility in such a way as to be prepared to refund “the purportedly unfairly 
discriminatory or excessive portion of the premium collected” so that appropriate refunds can be 
made if it should become necessary to do so.  
 
For those companies that wish to have the information for their records or for escrow purposes, 
please also find attached the Commissioner’s ordered rates for risks in the voluntary market that 
would be classified as clean risks if ceded to the Facility.  If a company needs additional 
information to maintain its records, please advise us and we will attempt to assist you with that 
information.  
 
Please be reminded of the fifteen-day “Notice of Rate Change” requirement set forth in G.S. §58-
36-45.  Companies should consult their own legal counsel with respect to the appropriateness of 
their procedures.   
 
Please see to it that these changes are brought to the attention of all interested personnel in your 
company. 
 
The following is a list of attachments: 
 
 A-1  Voluntary Liability Manual Rate Page 
 A-2  Ceded Liability Manual Rate Page 
 A-3  Revised Voluntary Liability Base Rates 
 A-4  Revised Uninsured Motorist Rates 
 A-5  Revised Combined Uninsured/Underinsured Motorist Rates 
 A-6  Revised Increased Limits Factors 
 A-7  Revised Motorcycle Liability Relativities 
 A-8 to A-12 Commissioner of Insurance Ordered Rates 
 

Very truly yours, 
 
F. Timothy Lucas 
 
Automobile Manager 
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