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9 July 2003

Commonwealth of Massachusetts

Division of Insurance

One South Station

Boston, MA 02110-2208

ATTN: Julianne M. Bowler, Commissioner of Insurance

RE: FY 2004 Commercial Rate filing,


Docket No. R2003-12

Dear Commissioner:

The New England Livery Association (NELA) is a private livery trade association representing over 200 limousine businesses operating over 2000 vehicles in Massachusetts and New England.  NELA has worked with Commonwealth Automobile Reinsurers (CAR) and the Division of Insurance for the past nine years to address concerns regarding proper risk management, appropriate rating, and correct premium for vehicles of the limousine industry.  In addition, NELA has developed a voluntary insurance program for approximately 750 vehicles operated by its members during the past six years as a good risk alternative at lower cost for large and small fleets.  Since insurance categories of “Limousine” and “Car Service” were created and incorporated into CAR’s Limousine/Taxi program on 1 January 1996, CAR has recommended significant rate increase for “Limousine” and “Car Service” vehicles in subsequent rate filings.  The Massachusetts Division of Insurance has allowed a net 74.2% increase during the past three years. 

The New England Livery Association strongly disagrees with CAR’s continual recommendations and conclusions that the vehicles in the Limousine and Car Service assigned risk category are a poor risk, supporting recommendations for large rate increases.  The Division of Insurance approved a rate increase of 22.5% for limousines and car service vehicles last year (1 October 2002 to 30 September 2003) and currently CAR is recommending an additional 61.6% increase for private livery vehicles in the Limousine and Car Service category for the 1 October 2003 to 30 September 2004 policy year.  Our actuary, Richard Biondi, of Milliman USA has reviewed the CAR proposed 2003-2004 rates for Limousine and Car Service vehicles and has determined the proposed rate increase is not justified based on the following: 

1. Classification – Presently CAR is proposing a 61.6% increase for Limousine/Car Service and a 3.2% increase for Taxis.  If approved this increase would make the limousine rate 50% of the taxi rate.  This is totally out of line with the relationship in the voluntary market in Massachusetts and in other states.  The current Massachusetts AIB manual indicates limousine rates are 13.5% of taxi rates.  In addition, historically limousine rates both in the voluntary and involuntary market have been well below 50% of taxi rates. The best explanation for this difference is that the data is misclassified.  An audit performed several years ago confirmed a significant number of the taxi vehicles were misclassified as Car Service/Limousine.  There has been no audit since.  

2. Data - The rate increase calculated by CAR is largely not based on limousine data:  

A. The increase for physical damage rates equals 22% and is based on private passenger type vehicles.  No physical damage data for limousines is included in the filing.

B. The 59.7% increase for bodily injury (BI) losses in excess of $20,000 is almost exclusively based on commercial vehicle classes besides limousines.  The limousine data in the filing, supporting a much smaller increase, was mostly ignored by CAR.  

C. The 177.1% property damage liability coverage increase is almost exclusively based on commercial vehicle classes besides limousines.  The limousine data in the filing, supporting a smaller increase, was mostly ignored by CAR. 

3. Trend Factors – Historical losses were trended forward at a higher rate than inflation.  $20,000 limited BI liability was assumed to inflate 5.1% per year and PIP coverage was assumed to inflate 5.4% per year.  The actual limousine data, which indicates a negative trend rate, was ignored in the selection of trend factors by CAR. 

4. Territory – The liability data in the filing shows that rates in rating territories 12-26 should be substantially increased relative to the rates in territories 1-11 and 27.  Currently, the insureds in territories 1-11 and 27 are heavily subsidizing the insureds in territories 12-26.

In addition, Mr. Biondi computed an average rate level indication for limousines and taxis combined and recommends that  changes should apply uniformly to both taxi and limousine classifications (since the data for taxis and limos is commingled).  His conclusion indicated a rate increase for Limousine and Car Service vehicles equal to +2.3%, compared to CAR’s recommended +61.6%.  

NELA feels the loss data in this rate filing should be presented for review, verified, and analyzed more closely.  It seems strange that given a huge increase in losses would only have affected limos and car service vehicles, while a small increase is being proposed for taxis.  Was correct loss data included with limousines and car service vehicle data?  Were the Limousine and Car Service vehicles properly classified?  Considering that taxis operate at a higher risk than private livery vehicles, why were the resulting rate increases for limousine and car service vehicles so much higher than for taxis?  We strongly recommend only Limousine and Car Service loss information be used to determine their rates and an additional audit be conducted to verify the vehicles are properly classified. 

A copy of Mr. Biondi’s June 24, 2003 letter supporting the above determinations is enclosed.

Contrary to the CAR findings, NELA’s experience of the private livery vehicles based on its voluntary insurance program, has not noted a significant increase in losses during the past five years.  Our insurance carriers continue to experience that the private livery industry is a good risk and have provided a significant saving to the insured and a profitable endeavor to the insurer.  As a significant part of the private livery industry consists of small fleets and newly organized small family-owned businesses, voluntary insurance is not always available and assigned risk insurance is their only option.  These small businesses can ill afford any additional increase to their vehicle insurance costs.  Any increase would have a significant negative impact on these businesses.

CAR has proposed over 230% in rate increases the past three years, and to date a 74.2% net rate increase has been granted.  We feel based on the information provided by CAR, no further increase should be granted.  We urge the Division of Insurance take a closer look at the justification of this increase based on the information provided.  In addition we recommend an audit of the limousine and car service insurance class be conducted to verify all vehicles are properly classified compared to the risk incurred.  

N.E.L.A continues to support the collection of accurate relevant limousine & car service loss data and appropriate Car Service and Limousine vehicle rates and classification.  The private livery industry plays an important role in the Massachusetts business community and operates with a good safety record.  We welcome the opportunity to improve service to our customers and improve the general welfare of the public.  We cannot support any rate increase that is not justified.  

Do not hesitate to contact me at any time, if you have any question on the above.

Sincerely,   

Lawrence A. Willwerth

Chairman, Regulatory Committee

CF:
N.E.L.A. BOARD


Richard Biondi, Milliman USA


Donald Cooper, Nixon Peabody


Pamela Wallace, C.A.R.
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