





A Note from the Editor:

Auto Insurance. The 2001/
2002 NAIC Auto Insurance
Database Report was released on
September 30" and, to borrow
the most overused expression
of our day, it has undergone “an
extreme makeover”. Most
notably, the new report format
no longer includes the state
rankings for any calculated
results.

Why? Because it has always
been the NAIC’s position that
major differences in state
requirements for coverages,
limits and benefits prevent an
“apples-to-apples” comparison
of average auto insurance
expenditures among the states.
Rankings published in previous
auto reports appeared to justify
comparisons between states
and have, therefore, been
eliminated as misleading. An
excerpt from the report's
narrative along with average
annual expenditures and
premium for states—Ilisted
alphabetically—appears in this
issue.

Asbestos. Can you say
Mesothelioma? It is a type of
cancer that has been linked to
exposure to asbestos. The
lengthy incubation period for
development of asbestos-
related diseases has resulted in
a growing number of recent
claims filed on behalf of
claimants that have not yet
manifested symptoms of
asbestos-related diseases.

Find out how insurance
regulators are working with
Congress, state legislators, U.S.
businesses and the insurance

industry to resolve the problem
of how to fund the obligations
of the business community and
the insurance industry in ways
that offer a fair settlement to
those afflicted with debilitating
medical conditions, without
bankrupting the system and
impeding economic development.

Data Management. In the
second in a series of three
articles on the value of data
management to the insurance
industry, Aimee Siliato,
Information Technology
Manager for 1SO, Inc. and
current Chair of the Insurance
Data Management Association
Marketing Committee,
discusses the importance of
specific data management skills,
processes and tools to key
insurance industry staff
positions and business areas.

Medical Malpractice. The
Market Conditions Analysis (C)
Working Group of the NAIC
Property and Casualty (C)
Committee has completed its
study of the medical
professional liability insurance
market. Highlights of the paper
appear in this issue. Despite
several indications that paid
losses drive the need for
premium increases, the specific
elements of loss that can be
controlled to effect lower rates
were less clear due to data
limitations.

Upcoming RQ Features

Risk Based Capital Results.
A supplement to the Winter
2004 Research Quarterly will
feature annual risk-based
capital results for Life,
Property/Casualty and Health
insurers.

Home Insurance. Dismal
trends in home insurance will
also be discussed in the next
issue. Will hurricanes, wild
fires, tornadoes and now
volcanoes make this the worst
year yet?

Risk Retention Groups.
Should federal laws that govern
them be extended to non-
liability lines of coverages?
What about personal lines? In
a future RQ issue regulators
debate the pros and cons of
these controversial questions.

Obesity. As the government
makes some critical
observations about Americans’
diet, exercise and weight
consciousness, both health and
life insurance premiums are
escalating. The RQ will explore
the role of nutrition and
exercise on health and life
insurance costs.

Talk to Us

We want to hear from our
readers. Please e-mail your
articles, statistical study
summaries, comments,
questions and suggestions to
my attention at
nhughes@naic.org. The RQ is a
forum for NAIC staff, state
regulators and interested
parties to discover, debate and
review information on current
events in insurance regulation.
The RQ is a global publication
with subscribers in 17
countries. Subscribe today.

Thank you,

Natalai Hughes
Editor, Research Quarterly

Fall 2004
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200172002

Auto Insurance Database Report

hroughout the United

States, the cost of personal
automobile insurance
generates a great deal of
discussion. Because each
state's circumstances are
different, the NAIC annually
publishes a statistical report
that contains by-state
premium and loss data for the
individual coverage
components of a typical auto
insurance policy, as well as
statistics for many of the
factors related to the average
costs to consumers for these
coverages.

The 200172002 Auto
Insurance Database Report
(Database), was released to
insurance departments and
NAIC customers in September
2004. It was developed under
the direction of the Statistical
Information (C) Task Force,
to help make information
used in the statistical
analysis of auto insurance
rates readily available to
insurance regulators, and to
help the public better
understand state-to-state
differences in the amounts
consumers pay for this
essential product.

NAIC Research Quarterly

By The NAIC Staff

The report's data are
divided into the following
areas:
insurance data;
traffic conditions;
medical data;
crime;
auto repair costs;
economic/
demographic data; and
state laws.
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The insurance premium
data include written
premiums and exposures for
calendar years 1998-2002
and the combined voluntary
and residual market.
Insurance loss data for
calendar/accident years
1999-2001 are also reported,
but separately, for voluntary
and residual market
business. Loss data include
earned premiums, earned
exposures, incurred losses
and incurred claims.

Results are calculated by
state, for average premium
and average expenditure,
pure premium, loss ratio,
claim frequency and claim
severity. Auto insurance
coverages included are:

e bodily injury and property
damage liability (including

no-fault);

e uninsured and under-
insured motorist coverages;

e combined single limit

e medical payments;

e collision; and

e comprehensive.

The non-insurance data
are for variables that would
be expected to have some
impact on the cost of personal
automobile insurance.

State Average
Expenditures and
Average Annual
Premiums

These statistics measure
the relative cost of
automobile insurance to
consumers in each state.

The Database contains
average expenditures and
average premiums for bodily
injury and property damage
liability (including no-fault),
collision, and comprehensive
coverages—the basic
components of a personal
auto insurance policy.

The state average
expenditure per insured
vehicle is the total written
premium for the combined
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