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Loss Trend Rates

Loss trend rates are factors that are used to determine rate level indications. They are applied to

the experience period incurred losses to adjust for the cost levels that are anticipated during the

policy period covered under the proposed rate program.

The selection and application of trend rates is, essentially, a two-step process. The data in the

experience period under consideration must be adjusted to reflect changes in cost conditions that

have taken place (i.e., "past trend"), and then the data must be further adjusted to reflect changes

in cost conditions that are expected to take place between the present time and the time during

which the new premiums will be in effect (i.e., " future trend").

Therefore, past trend rates should reflect the underlying trend patterns that occurred during the

experience period, which we have assumed to be the five years ending December 31, 2011.

Future trend rates should reflect those same patterns that occurred during the experience period,

as well as the likelihood that those patterns may change.

The identification of the underlying trend patterns over the experience period, which is a matter of

actuarial judgment, is challenging because factors such as statistical fluctuation in the data points,

changes in the underlying exposures, or abnormal weather conditions, etc., can make the

underlying trend patterns difficult to discern. In addition, the data points analyzed are estimates

that change over time as the claim experience matures. For this reason, we model the data several

different ways in an attempt to identify the underlying trends during the experience period: with

and without certain data points that are considered to be statistical outliers, and over time periods

that are longer than the experience period as a means of increasing the stability/reliability of the

data being analyzed.



We select trend rates based on Industry Newfoundland & Labrador data - as published by the

General Insurance Statistical Agency (GISA) - to determine appropriate loss trends for use in

deriving the rate level indications. We derive annual loss trend rates based on a regression model

using Industry historical accident year loss and loss adjustment expense data that we project to

ultimate cost level (when all claims are reported and settled) using the Industry loss development

factors we select.

We generally consider the Industry Newfoundland & Labrador data for the ten year period

spanning 2002-1 through 2011-2 for purposes of selecting trend rates.

Estimation of Industry Ultimate Claim Counts and Loss Amounts

The Industry Newfoundland & Labrador experience upon which the loss trend rates are based

must be adjusted to an ultimate claim count and loss amount level. We do so through the

application of what are referred to as development factors to the reported claim counts and claim

amounts as of December 31, 2011. We select development factors based on a review of the

Industry Newfoundland & Labrador loss development patterns; we do this by coverage. Our

selected development factors are generally based on: (a) the volume weighted average of the last

four observed development factors for the half-years ending June (for development period 6

months to 12 months); and (b) the volume weighted average of the last six observed development

factors (for the development periods beyond 12 months). However, due to the limited

commercial automobile data for Newfoundland & Labrador, we select a longer-term average

based on the latest 12 accident half-year development factors for all development periods as our

general selection approach. The exceptions are as follows.

1 Our review of Third Party Liability is split between Bodily Injury and Property Damage,
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Coverage

	

Count/Amount

	

Interval (in months)

	

Selected Factor

Bodily Injury Claim Count 84-ultimate 1.00

Bodily Injury Claim Amount l 14-ultimate 1.00

Property Damage Claim Count 54-ultimate 1.00

Property Damage Claim Amount 90-ultimate 1.00

Accident Benefits

Including UA

Claim Count 90-ultimate 1.00

Accident Benefits

Including UA

Claim Amount 42-90, 90-ultimate All period average excluding
high/low; 1.00

Collision Claim Count 30-ultimate 1.00

Collision Claim Amount 30-ultimate 1.00

Comprehensive Claim Count 30-ultimate 1.00

Comprehensive Claim Amount 30-ultimate L00

Exhibit IT, Page 1 and Exhibit IT, Page 2 attached present our selected cumulative claim count and

claim amount development factors, respectively. We note that as a result of these selected

development factors and the actual emerged data, our estimated ultimate claim amounts have

changed from our last study, and these changes contribute to the changes in our selected trend

rates.

Consideration of Severity, Frequency, and Loss Cost Trend Patterns

In selecting past and future trend rates by coverage, we typically examine the separate trend

patterns for claim severity and claim frequency, and then combine the selected severity and

frequency trend rates to arrive at a selected loss cost trend rate. However, our review of the

severity and frequency trend patterns over the recent past suggests to us that we may not fully

reflect the correlation that seemingly exists between severity and frequency if we separately select

severity and frequency trend rates over different time periods. For this reason we tend to select

past and future trend rates by directly examining the trend pattern for loss cost.
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Selection of Past Trend Rates

The Time Period We Considered

In our judgment, a ten-year period is, generally, a reasonable time period for determining the

underlying trend rates for the Bodily Injury and Accident Benefits coverages, while the five-year

period is a reasonable time period for determining the underlying trend rates for the Property

Damage, Collision, and Comprehensive coverages.

However, we also consider the indicated loss cost trend over the five-year period ending

December 31, 201 I for the Bodily Injury and Accident Benefits coverages. And due to volatility

of the data, and the limited number of claims, in this review we also consider the indicated loss

cost trend over the ten-year period ending December 31, 2011 in selecting loss trend rates for the

Property Damage, Collision, and Comprehensive coverages. While the five-year period is

generally more responsive to changing patterns, due to the small number of claims and continuing

volatility, we do not find the five-year results sufficiently stable and, therefore give consideration

to the ten-year period.

The Data Points We Considered

We recognize that the indicated trends produced by the regression model (particularly those over

a five-year period) can be sensitive to one or two of the data points. And since the points

represent estimates of ultimate claim frequency rates, or in the case of severity, estimates of

ultimate average loss amounts per claim, errors in estimation could lead to over or under

estimation of the underlying trend rates. We also recognize that consideration must be given to

how closely the regression model fits the data points, and that adjustments may be necessary for

outlying data points. For these reasons in selecting what we believe to be appropriate past

severity and frequency trend rates we consider the indicated trends with the exclusion of various

data points.
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Seasonality

In analyzing the trend patterns, we reflect the seasonality (difference between the frequency

and/or severity during the first half of the year versus the second half of the year) of the data

points for the Comprehensive coverage only. We refer to the first half of accident year

XXXX, as XXXX-1 and the second half as XXXX-2.

Our Selected Past Trend Rates

Bodily Injury

Based on data as of June 30, 2011, we selected a past loss cost trend rate of -0.5%.

The data through December 31, 2011 shows the percentage change in the loss cost for accident

half-year 2011-2 versus 2010-2 to be +114%, and the accident year 2011 loss cost to be 58%

higher than the accident year 2010 loss cost. These increases are primarily due to an increase in

severity - seemingly the occurrence of one or more very large claims in the second half of 2011.

This coverage has exhibited a high degree of loss cost volatility as indicated from the year-to-year

loss cost changes:

2006 to 2007: +28%

2007 to 2008: -12%

2008 to 2009: -6%

2009 to 2010: +3%

2010 to 2011: +58%

Our estimated past loss cost trends based on Industry data as of December 31, 2011 are as

follows:

Ten-year period ending June 11, excluding the two highest/lowest values: -2.9%

Five-year period ending June 11, excluding the highest/lowest values: +0.4%

Ten-year period ending December 11, excluding the two highest/lowest values: -2.9%

Five-year period ending December 11, excluding the highest/lowest values: -9.0%
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Following the same approach we applied in our last trend study, we would select a past loss cost

trend rate of -2.0% (the approximate average of (a) the average of the above four trends and (b)

our prior selection of -0.5%). However, even with the exclusion of the highest and lowest values,

the -9.0% five-year trend ending December 2011 is seemingly distorted due to a relatively high

2007-2 data point. And the ten-year trends are affected by a sharp decline in frequency that has

moderated over the more recent past.

Based on these considerations, we select a past trend rate of +0.0%.

Property Damage

Based on data as of June 30, 2011, we selected a past loss cost trend rate of +1.5%.

The data through December 31, 2011 shows the loss cost for accident half-year 2011-2 to have

decreased, by approximately 12% compared to 2010-2. This follows the 15% increase in the loss

cost for 2011-1 compared to 2010-1. The accident year 2011 loss cost is 2% more than the

accident year 2010 loss cost.

Our estimated past loss cost trends based on Industry data as of December 31, 2011 are as

follows:

Ten-year period ending June 11, excluding the two highest/lowest values:

	

+0.6%

Five-year period ending June II, excluding the highest/lowest values:

	

+2.3%

Ten-year period ending December 11, excluding the two highest/lowest values: -0.9%

Five-year period ending December 11, excluding the highest/lowest values:

	

-3.4%

We select a past trend rate of +0.5%, which is the approximate average of (a) these four

trend rates and (b) our previous past trend rate selection.

Accident Benefits

Based on data as of June 30, 2011, we selected a past loss cost trend rate of +5.0%.

The data through December 31, 2011 shows the loss cost for accident half-year 2011-2 to have

sharply increased, by approximately 114% compared to 2010-2, with increases in both frequency
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n and severity. This follows the 118% increase in the loss cost for 2010-2 compared to 2009-2 and

the 40% decrease in the loss cost for 2009-2 compared to 2008-2. The accident year 2011 loss

cost is 67% more than the accident year 2010 loss cost. These period to period changes are

illustrative of the high degree of volatility for this coverage.

Our estimated past loss cost trends based on industry data as of December 31, 201 I are as

follows:

Ten-year period ending June 11, excluding the two highest/lowest values: -5.4%

Five-year period ending June 11, excluding the highest/lowest values: +9.6%

Ten-year period ending December 11, excluding the two highest/lowest values: -3.8%

Five-year period ending December 11, excluding the highest/lowest values: +6.3%

Given the limited and highly volatile data, we continue to select a past loss cost trend rate of

+5.0%.

Collision

Based on data as of June 30, 2011, we selected a past loss cost trend rate of +1.0%.

The data through December 31, 2011 shows the loss cost for accident half-year 2011-2 to have

increased, by approximately 31% compared to 2010-2; and the majority of this increase is due to

an increase in frequency. This follows the 3% decrease in the loss cost for 2010-2 compared to

2009-2, and the 46% decrease in the loss cost for 2009-2 compared to 2008-2. The accident year

2011 loss cost is 11% higher than the 2010 loss cost. Like the other coverages, the Collision loss

cost has been quite volatile - hence we consider longer-term trends excluding outlying data

points.

Our estimated past loss cost trends based on Industry data as of December 31, 2011 are as

follows:

Ten-year period ending June 11, excluding the two highest/lowest values: +0.8%

Five-year period ending June 11, excluding the highest/lowest values: -4.5%

Ten-year period ending December I I, excluding the two highest/lowest values: +1.6%

Five-year period ending December 11, excluding the highest/lowest values: -6.1%
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We select a past trend rate of -0.5%, which is the approximate average of (a) these four

trend rates and (b) our previous past trend rate selection.

Comprehensive

Based on data as of June 30, 2011, we selected a past loss cost trend rate of +1.0%.

The data through December 31, 2011 shows the loss cost for accident half-year 201 1-2 to have

increased, by approximately 98% compared to 2010-2. This follows the 26% decrease in the loss

cost for 2011-1 compared to 2010-1. The accident year 2011 loss cost is 19% more than the

accident year 2010 loss cost. Like the other coverages, the year-to-year change in loss cost has

been volatile.

Our estimated past loss cost trends (including the time and seasonality parameters) based on

Industry data as of December 31, 2011 are as follows:

Ten-year period ending June 11, excluding the two highest/lowest values:

	

+1.2%

Five-year period ending June 11, excluding the highest/lowest values:

	

-10.2%

Ten-year period ending December 11, excluding the two highest/lowest values: +3.4%

Five-year period ending December l l, excluding the highest/lowest values:

	

-11.4%

Following the same approach we applied in our last trend study, we would select a past loss cost

trend rate of -1.5% (the approximate average of (a) the average of the above four trends and (b)

our prior selection of +1.0%). However, even with the exclusion of the one or two highest and

lowest values, there is considerable volatility among the remaining data points.

As a way to further remove the inherent volatility, we consider the Comprehensive loss costs over

the past five and ten years on an annual basis. On this basis, the ten-year trend, excluding the two

highest and lowest data points is +2.7%; and the five-year trend excluding the highest and lowest

data points is +2.7%.

We select a past trend rate of +3.0%, which is the approximate average of above noted five

and ten year trends on an annual basis.
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Specified Perils

Due to insufficient data, we select the same past loss cost trend rate as we do for Comprehensive,

+3.0%.

Selection of Future Trend Rates

In our view, it is not yet clear from the data that the economy is having an effect on the loss costs

in the province. Hence, for all coverages we select a future trend rate that is the same as our

selected past trend rate. However, we do acknowledge that the economic climate increases the

uncertainty in the future loss trend rates.

Selected Trend Rates - Summary

The following table presents our selected past and future loss cost trend rates based on industry

data through to December 31, 2011.

Coverage
Past

Loss Cost
Future

Loss Cost
Bodily Injury +0.0% +0.0%
Property Damage +0.5% +0.5%
Accident Benefits +5.0% +5.0%
Collision -0.5% -0.5%
Comprehensive +3.0% +3.0%
Specified Perils +3.0% +3.0%

Exhibit I, Pages 1 through 5 attached present a summary of our loss cost trend rate analysis by
coverage.

The following table presents our selected past and future loss cost trend rates we selected in our
prior review based on industry data through to June 30, 2011.
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Coverage
Past

Loss Cost
Future

Loss Cost
Bodily Injury -0.5% -0.5%
Property Damage +1.5% +1.5%
Accident Benefits +5.0% +5.0%
Collision +1.0% +1.0%
Comprehensive +1.0% +1.0%
Specified Perils +1.0% +1.0%

Reform Factor

For reasons of data credibility, we select a reform factor for Bodily Injury of 0.0% that is the
same as the reform factor selected for Newfoundland & Labrador private passenger vehicles.
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Province of Newfoundland
Commercial Automobile (excl. Farmers)

Third Parry Llatc1llly . Property Damage

Semi-Annual Basis

Trend
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6 yrs thm 11.1 excl. NIL LC

	

i 52%

	

2.10%

	

-0 5782

	

810171

	

0 9953

	

0 0102
G yrs thru 11-1 excl. I-rL See

	

0.89%

	

1 600%

	

-0 77%

	

0 0130

	

0 0974

	

0 0250
6 yrs thru 11 . 1 excl NIL Freq

	

1 71%

	

3 76%

	

-1 9740

	

0 0360

	

0 19101

	

0 24111

Last 6 yrs thru 11-1

	

2 37%

	

3 23%

	

.0 35%

	

0 0656

	

0 1049

	

0 0035
yrs that 11.1 excl HtL LC

	

2 238o

	

2 71S

	

-0 42%

	

0 0634

	

0 1010

	

0 0064
5 yrs Ihru 11-1 excl H-L S.

	

1 47%

	

2 2E%

	

-0 7014

	

0.0131

	

0 0970

	

0.0125
yrs 10 N 11.1 escl H-L Freq

	

2 31%

	

5 0l%

	

-2 5670

	

00380

	

0 2021

	

0 2641

Last Syrsthru 11 . 1

	

070;0

	

. 11938	191°0

	

0.0002

	

00118

	

00087
4 yrs thin 1 1 - 1 excl HI LC

	

-0 0686

	

-2 041-0

	

1 01 %

	

0 0035

	

0.0664

	

0 0090
4 yrs Ihru 11-1 excl H-L Sm.

	

2 66%

	

1 17%

	

1 46%

	

0 0503

	

0 0232

	

0 0116
4 yrs thru 11.1 excl H-L Freq

	

-2 55%

	

-0 9430

	

-1 73%

	

0 0379

	

13 0072

	

0 1122

Last 3 yrs thru 11.1

	

10 13%

	

3 1485

	

6 76%

	

0 2106

	

0 0043

	

0 3607
3 yrs rhru 11-1 excl HL LC

	

4 36%

	

2 20%

	

7 00%

	

0 5531

	

0 1135

	

0 4406
3 yrs thru 11.1 axe! H4 Se,

	

936%

	

720%

	

700%

	

05531

	

01185

	

04406
3 yrs h O c 11-1 excl H-L Freq

	

1 90%

	

1 91%

	

0 03%0

	

0 0083

	

0 0170

	

0 0000

Hone

	

Last 2 yrs thru 11 . 1

	

-854%

	

-13.54%

	

5.77%

	

01313

	

07600

	

01156

Excluded Paints

Hon
2003 1 2009 2 2009 1 2000 2
2003 1 2009 2. 2002 1 2006.2
2003 1. 2002.1. 2004 2 2005 1

Hone
2009 2 2009 1
2000 1 2006 2
2011 1 2009 1

Ilene
2005 2 2009-1
20081.20112
2011 1 2009 1

None
2009 2 2009 1
2008 1. 2011 2
2011.1 2000.1

[lone
2009 2 20091
2009 2 2011 2
2011 1 20091

None

(lone
2003 1 2009 2 2009 1 2005 2
20000 1 2009 2. 2001 2 2002.1
2003 1 2002 1. 2003 2. 2009.1

Ilene
2009 2. 2005 1
2000 1 2006.2
2011 1 2009 1

None
2009 2 2009 1
2008 1 2406.2
2011 1. 2005 1

[lone
20092 2003 1
2008 1. 2009 1
20111 2004 1

Flan
2009 2 2009 1
20092. 200E 1
2011 1 2009 1

Exhibit 1
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1
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4:0

66

Pcc-n081

12



Province of Newfoundland
Commercial Automobile (excl. Farmers)

Accident &narks

5eml Annual 9asls

E55r5it 1

Page 3

Excluded Paints

11505

200-12 2002 2 2009 2 2007 1
2004 2. 2005 2. 2002 1 2007 1
2002 2. 2002 1 2005 2 2006.2

Ilone
2011 2. 2005 2

2011 2. 2007 1
2011 2- 2009 2

Hon

2011 2 2005 2

2011 2 2607 1
2011 2 2005 2

(lone
2011 2 2009 2

2011 2. 2009 2

2011 2. 2009 2

lone
2011 2. 20092
2011 2 2009 2

2011 2 2009 2

Ilone

Hone

2004 2- 2002 2 2009 2 20071
2004 2 2005 2. 2002 1 2007 1
2002 2 2002 1. 2009 2 2005 2

1100
2005 2. 2009 2

2005 2 2007 1
2007 2. 2000 2

qcn

2007 2. 2009.2
2011 1 2007 1

2007 2 2009 2

Hon
2007 2 20009.2
2011 1 2009.2

2007 2 2005 2

Hone

2011 12009 2

2011 1, 2005 2

2003.2. 2009 2

Last 10 yrs

10 yrs 5X01 HH;LL LC
10 yrs exd HI17LL Se:

10 yrs 5x51 HHILL Freq

Last 6 yrs

6 yrs excl. H;L LC
8 yrs 5551 HIL Say

6 yrs ex5l HIL Freq

Last 5 yrs

5 yrs 8551 H'L LC
5 yrs 5x51 HIL Se',

5 yrs 5.1 Fitt_ Freq

Last 4 y5 s

4 yrs 5x51 H L LC
J yrs 5551 H%L Sev

4 pis exd H;L Freq

Last 3 yre

3 yrs excl. HL LC
3 yrs 1110' H•t Se:

3 vs ex 51 HIL Frey

Last 2 yrs

10 yrs tam 11-1
10 yrs thra 11-1 eocl HHILL LC
10 911111ru 11-1 5501 HH , LL Sno

10 yrs I11m 11-1 excl HH.LL Freq

Lssl 6 5r9 rani 11.1
6 yrs thru 11-1 5x01 WL LC

6 yrs thru 11.1 5511 HJL Sey

6 yrs Ihru 11.1 excl H:L Freq

Last 5 yrs thlu 11.1
5 yrs thru 11 . 1 5551 HoL LC
5 yrs thru 11-1 end H,IL Set,,

5 yrs Ihru 11 . 1 5551 HIL Freq

Last 4 yrs thru 11-1
4 yrs On 11-1 excl HIL LC
4 yrs taro 11.1 5501 H-L Sot

4 yrs thru 11-1 exd HIL Fret,

Last 3 yis Ihru 11.1
3 yrs thru 11-1 5551 HtL LC
3 yrs thru 11-1 0001 HIL Sao

3 yrs thlu 11-1 excl H;L Freq

Last 2 yrs thru 11-1

Trend

	

LassCool	 Se,e+il•;	 Frey

	

--3.39°0

	

-1 23%

	

7 2500

	

-3.82%

	

1.57%

	

-5 31%

	

.3 65%

	

.2 14%

	

.6 61%

	

.6 00%

	

.4.00%

	

.4.16%

	

12 42°%

	

11.15%

	

1 14%

	

6 36%

	

11 73%

	

-2 9995

	

2951o

	

7.7190

	

-4.03%

	

838°0

	

1173%

	

-299%

	

1391%

	

1396°6

	

-0043.2

	

034%

	

1420%

	

-694%
	-5.1540

	

669% -1042%

	

6 34%

	

14 27 1.6

	

-6 94%

	

214219

	

1747°'°

	

336%

	

5 54%

	

16 92%

	

.8 67%

	

5 64%

	

15 92%

	

.3 87°%

	504%

	

1652%

	

. 887%

	

50 4396

	

28 1295

	

17 45%

	1050%

	

2087%

	

--"025%

	1050%

	

2087% -0 25%

	10 90%

	

20 8705 -3 26%

	

58.23%

	

13.29% 46 37%

	

-9.65%

	

.1 1141

	

.8 64%

	

-535%

	

177°0

	

-701%

	

-9.70%

	

-17855

	

.8 0749

	

-8 82%

	

,2.92%

	

-G 08%

	

-375%

	

025%

	

-4547o

	

638%

	

11.73%

	

-299%

	

2 9540

	

7 31:0

	

4 02%

	

-0.50%

	

220%

	

-282%

	

2.85%

	

645`:9

	

-3 38%

	

958%

	

1071:0

	

102%

	

.5.8719

	

-356`6

	

-240;0

	

556%

	

1071°0

	

.102%

	

-515%

	

509°0 1042%

	

5.64%

	

15 9290

	

-3 67%

	

.6 95%

	

2 7715

	

-9515%

	

544%

	

1592°0

	

-887%

	

16 62%

	

29 26%

	

.9 79%

	13 00%

	

26 55% -10 92%

	13 00 0 0

	

25 8506 .10.92%

	

10 50%

	

20 87`•0

	

-6 25%

	

55 76%

	

50.33% 10 2G%

R Squared

	

LossCost	 Sm.erly	 Freq	

	

0 1809

	

0 0059

	

0 4217

	

0 0621

	

0 0122

	

0 3084

	0 2363

	

0 0366

	

0 3516
	0.1502

	

0.0598

	

0.2561

	

0.2447

	

0 3196

	

0.0001

	

0.2160

	

0 334E

	

0 1058

	

0.0243

	

01545

	

0.1415

	

0.2180

	

0 3345

	

0 1058

	

0 1938

	

9 3735

	

0 0000

	

0 0915

	

0 3546

	

0 4742

	0 0403

	

0 0707

	

0 5395

	

0 0516

	

0 3545

	

0 4742

	

9.3146

	

0 4502

	

0.0257

	

03162

	

05637

	

05702

	

03162

	

05637

	

00702

	

0 3182

	

0 363 7	0.5702

	

06041

	

05530

	

02715

	

09522

	

07611

	

0.2279

	

09522

	

07811

	

05279

	

0.9522

	

07011

	

03279

	

0.7248

	

0 5248

	

0 5797

	

0 2541

	

0 0048

	

0.5253

	

0 1426

	

0 0157

	

0 5906

	

0.3514

	

0.0257

	

0.5806

	

0 2200

	

0 0323

	

9.6533

	

0 0249

	

0 0001

	

0 1907

	

0 2160

	

0 3345

	

0 1055

	

0.0243

	

01545

	

01415

	

0 0006

	

0 0108

	

0 1152

	

0 0162

	

0 0567

	

0 0671

	

04191

	

0.3006

	

0 0130

	

0.0650

	

0 0402

	

0 0288

	

0.4191

	

0 3006

	

0 0130

	

0.0403

	

0 0707

	

0.5395

	0.3122

	

0 5637

	

0 5702

	0 1534

	

0 0222

	

0 5611

	

03132

	

05637

	

05702

	

0 2331

	

0 5721

	

0 3147

	

0 9533

	

0 6175

	

0 4680

	

Cr 9533

	

0 8175

	

0 4580

	0 9522

	

0 7811

	

0 3279

	

0 7256

	

0 5904

	

0 2621

Loss cost
.........................................

y

S
Period

16.9:3 - 	
Claim Severiry

15.7:.7	

P5050

Claim Freq. Far Thousand
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Province of Newfoundland
Commercial Automobile (excl. Farmers)

Collision

Semi .Alalral Basis

Exhihil 1

Page s

Excluded Points

Hone
2005 2 20051 2004 2 2006 2

200E2 2000 1 2004 1 2002 1
2007 2. 2002.2. 2004.2. 2006.2

None
2008 2 2006 2

2008 2. 2007.1
2007 2 2006 2

Nona
2008 2 2007 1
2000.2. 2007 1
2007 2 2010 2

1-Iona
2008 2. 2011 1
2008 2. 2009 2

2009 2. 2010 2

I inn

2011 2. 2011 1
2011 2 2009 2

2005 2 2010 2

Ilona

Ilona
2002.2. 2000 1 2004 2 2006 2
2008 2. 25115 1 2004 1 2002 1

2007 2. 2002 2 2004 2. 2006 2

Nona
20000.2 2006 2

2008.2. 2007.1
2007 2 2006.2

!ions

2008 2 2006 2

2006 2 2007 1
2007 2 2000 2

[Ions
2008 2 2011 I

2001.2 2009.2
2007 2 2010 2

I tone

2008 2 2011 1
20000 2 2009 2

2099 2. 2010 2

None

Last 10 yrs

10 yrs s8o( Mill LC
10 yrs exci HH LL Sex.

10 yrs excl. HHILL Freq

Las( 6 yrs

6 yrs exci HrL LC
6 yrs exci H:L Soo

3 yrs exci Kt Freq

Last 4 yrs

4 yrs exci Fit LC
4 yrs exci Hl Soo

4 yrs exci HiL Freq

Last 5 yrs

5 yrs eacl H'L LC
o yrs exci H,L See

5 yrs exci H. Frey

Last 3 yrs

3 yrs sr-0 H,t LC

3 yrs exci H4 3ev

3 yrs exci HL Freq

Last 2 yrs

Last 6 yrs thnr 11.1
6 yrs thou 11-1 exci H.L LC
6 yrs Ihru 11-1 exci HiL Sev

6 715 thou 11-1 0801 H:L Ficq

Last4 yrs thin 11.1
4 yrs Nu 11-1 exci HO_ LC

-5 265 um, 11-1 exci HrL Ss,

4 yrs 1NU 11-1 exci Ht Freq

10 yrs thou 11-1
10 yrs thou 11.1 exci HH.LL LC

10 yrs Ilx 11-1 exc1 HH.LL Sev

10 yrs thou 11-1 exci His LL Freq

Last 6 yrs this 11 . 1
5 yrs 11-1 exci Hit LC
5 yrs thou 11-1 exci Ht Se'.

5 yrs thou 11-1 excl. Hot Free

Last 3 yrs tin u 11-1
3 r, rs Oro 11.1 exct H-L LC
3 yrs thru 11-1 excl H-L Sex

3 yrs thou 11.1 exci H:L FIsh

Last 2 yrs ihm 11-1

Trend

	

R Squared
Loss Cost	 Severity	 Freq	 LossCost	 Sexily	 Frey

321%

	

217°6

	

10159

	

0 1202

	

00742

	

0.0173

1 64%

	

1 87%

	

-0 23%

	

0 0880

	

0 0851

	

0 0023

1 64%

	

-0 36%

	

2 02%

	

0 0533

	

0 0032

	

0 0698
3.52%

	

3 24%

	

0 36%

	

0 2115

	

0 1469

	

0 0067

2.4605

	

0.335-0

	

2 1306

	

0 0265

	

0 0000

	

0 0555

0.74%

	

0.65%

	

0.09%

	

0.0040

	

0.0007

	

0.0001
1 0200

	

-1 43%

	

3 40%

	

0 0293

	

0 0531

	

0 1472
1 08%

	

0.0040

	

1.08%

	

0.0054

	

0 0000

	

0.0237

3 02%

	

1 24%

	

4.21%

	

0 0318

	

0 0066

	

0 3865

-6 13%

	

2.02%

	

-4 20%

	

0 2305

	

0 0511

	

0.3002
-6.13%

	

-2 0290

	

-4 20%

	

0 2300

	

0.0011

	

0.3092
-0 78%

	

1 79%

	

-2.53%

	

0 0018

	

0 0105

	

0 2124

-9 55%

	

-7 19%

	

.2 34%

	

0 2203

	

0 1946

	

0 1283
-1 74%

	

-9 765 2

	

.0 9065

	

0 0149

	

0 0045

	

0 0176
-4 1355

	

-3 2105

	

-0 95%

	

0 0823

	

0 1062

	

0 0204
-9 25%

	

-7 74°0

	

.1 64%

	

0 2166

	

0 2588

	

0 0813

7 70%

	

7 15%

	

0 51%

	

0.2892

	

0.3976

	

0 0030
3 3570

	

11 90% .

	

-7 61%

	

0 2850

	

0.6961

	

0.2927

-0 39%

	

1 2210

	

-I 6000

	

0 0000

	

0.0189

	

0 1930
2 48%

	

5.46%

	

3 07%

	

0 3657

	

0 2961

	

0 3155

15 35%

	

3 24%

	

11 670.6

	

0 3534

	

0 0487

	

0 7473

2.48%

	

1 20%

	

1 22%

	

0 0801

	

0 0213

	

0 0246
0 7535

	

0 51%

	

0 24%

	

0 0227

	

0 0063

	

0 0021
0 0600

	

1 47%

	

1 5090

	

0 0068

	

0 0662

	

0 0596
277%

	

188 5.0	0 87%

	

0.1416

	

0 0517

	

00326

1 02%

	

-0 7992

	

1 82%

	

0 0048

	

0 0046

	

0 0415
.113%

	

.131:6

	

019%

	

00147

	

00223

	

00007
-0.16%

	

-2 07%

	

2 47%

	

0 0003

	

0 1957

	

0.0664
-0 2455

	

-1 14 5 2	0 916-0

	

0 0003

	

0 0006

	

0 0196

-0.31%

	

0 5042

	

-0 80%

	

0 0003

	

0 0011

	

0.0002
.1 54%

	

1 00155

	

-6 24%

	

0.1171

	

0.0212

	

0 6630
.1 7150

	

2 4042

	

0 81%

	

0 0151

	

0.1075

	

0.0060
4 88%

	

0 5370

	

-0 39%

	

0 0580

	

0 0008

	

0 6100

-14 50%

	

.7 94%

	

7 2190

	

0.5339

	

0.2422

	

0 6685
12 50%

	

4 4956

	

-8 3912

	

0 59 77

	

0 1646

	

0 6792

-11 70%

	

4 85%

	

-7 19%

	

0.7304

	

0.3171

	

0 7614
-1303°0

	

-1377%

	

.495°5

	

05296

	

04324

	

04083

-13 27%

	

-12 5112

	

.6 5580

	

0 4517

	

0 3000

	

0 4632
3 33%

	

11 9050

	

.7 01%

	

0 2850

	

0 6081

	

0 2927

-0.39%

	

12330

	

.15092

	

0.0050

	

0.0180

	

0.1936
-19 3705

	

-15 3200

	

5 38%

	

0 1070

	

0 4524

	

0 5183

.7 13%

	

2 32%

	

-9 248'5

	

0 7720

	

0 0276

	

0 4315

Period Period

Claim Freq. Per 731mysancl

Peno6
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Province of Newfoundland
Commercial Automobile (excl. Farmers)

Comprehensive

Semi-Annual Basis (with seasons) ty)

Trend

	

55 Squared
Loss Cost	 Serehty	 Freq	 Loss Cost	 Secerlly	 Freq

6 314,

	

7 01%

	

-0 6610

	

0.3398

	

0 4574

	

0 3945
141%

	

456%

	

.120%

	

0-1324

	

9-3255

	

04554
5.67%

	

5 06%

	

0 28%

	

0 2439

	

0 2465

	

0 4205
6.05%

	

8 6555

	

-0 51%

	

0 3878

	

0 4501

	

0 3731

6.13%

	

2 38%

	

3 56%

	

0 1269

	

0 1296

	

0 6976
055%

	

-2.12%

	

2 7355

	

0.0691

	

0 0392

	

0 7759
-1 51%

	

-5 69%

	

4 32%

	

0 0727

	

0 1193

	

0 7161
10 506.

	

8 40%

	

1 53%

	

0 2049

	

0 2013

	

0 5394

5.1556

	

0 42%

	

4 59%

	

0 0594

	

0 0350

	

0 6782
-11 36%

	

13.86%

	

2 90%

	

0 6168

	

0 4733

	

0 7254
-11.36%

	

.13 9646

	

2 90%

	

0 6168

	

0.4755

	

0.7294
17 60%

	

1445:4

	

2 76%

	

0.3693

	

0 3241

	

0 4743

4 02%

	

0 22%

	

3 80%

	

01552

	

0 0053

	

0 67007
-7 63%

	

-10 07%

	

3 29%

	

6.6175

	

0 3575

	

0.5318
5356

	

.10 071.

	

3 29%

	

6 6175

	

0 3575

	

0 6318
22.25%

	

23 19%

	

-0.7514

	

04957

	

0 5135

	

0 5981

23 45%

	

14 29%

	

8 05%

	

0 4626

	

0 1509

	

6 7175
2 05%

	

.0.26%

	

11 23%

	

0 0016

	

0 1685

	

0.6979
2 05%

	

.6 2666

	

11 23%

	

0 6016

	

0 15585

	

9 6579
67 3556

	

66 40%

	

0 52%

	

0.5058

	

0.9713

	

14146

29 72E5

	

0 14%

	

20 55%

	

0.1557

	

0.0152

	

0.8642

393%

	

634:5

	

-2 27%

	

0.1717

	

03921

	

03356
132%

	

302%

	

-251%

	

01384

	

0 4124

	

03770
391%

	

5725c

	

-171°4

	

01257

	

02915

	

020.50
6 97%

	

6 9750

	

0 01%

	

0 3040

	

0 3364

	

0 3879

-0 06%

	

-3 05%

	

3 08%

	

0 0000

	

0 1445

	

0 7144
-3 66%

	

.6 57%

	

3 11%

	

0.0703

	

0.3513

	

0.5212
-1 51%

	

-5 59:•0

	

4 32%

	

0 0127

	

0 1193

	

0.7151
-0 34%

	

-1 5674

	

1 34%

	

0 0004

	

0 0623

	

0 55 555

-151%

	

-559%

	

432,

	

00727

	

01193

	

07181
.10 18%

	

-13 25%

	

3 54%

	

6 6356

	

0 7516

	

0 92655
.7 63%

	

.10 3454

	

3 02%

	

0 6721

	

0 4525

	

0 7538
0 2215

	

-162%

	

1 87%

	

0 0820

	

0 0114

	

0 5658

.11 36%

	

-13 85%

	

2 9055

	

0 6158

	

0 4755

	

0 7294
-1131%

	

-14.75%

	

395%

	

07530

	

0.9407

	

0.9008
. 7535;

	

-1057110

	

329:0

	

06176

	

03575

	

06318
45.52%

	

4.0E%

	

-2 57%

	

0 5745

	

0 4125

	

0 8660

-5 58%

	

-10 59%

	

5 0816

	

0 5557

	

0 2583

	

0 7137
-5 58%

	

-10 9910

	

6 0855

	

05612

	

0 5514

	

0 9042
558 5.4

	

-1099%

	

608°4

	

05612

	

09E14

	

04042
25.32%

	

30.42%

	

.3 15%

	

0 5572

	

0 8925

	

0 6851

Last 2 yrs thru 11-1

	

-0 87%

	

-21 54%

	

16 15%

	

0.5511

	

0 5252

	

0 7097

Exduded Pomts

lane
2011 2.2010 1 2004 1 2005 1
2005 2 2011.2 2002 1 2004 1
2002 1 26111 . 2004 2. 2006 2

Last 10 yrs
10 yrs excl HHILL LC
10 yrs exd HHILL Sec
10 yrs excl. HHLL Freq

Hnne
2011 2 2007 1
2011 2 2005 1
2011 1 2006 2

Last 6 yrs
6 yrs excl H:L LC
6 yrs excl H L Sac
5 yrs excl -IL Freq

Ilan
2011.2 20011
2011 2 2007 1
2011 1 . 2007 2

Last 5 yrs
5 yrs excl H.L. LC
5 qrs. excl H+L Sev
5 yrs sxcl HL Freq

11005

2011 2 2009.2
2011 2. 2009 2
2011 1 2008.2

Last 4 yrs
4 yrs excl H.L LC
4 yrs excl tot Sac
4 yrs exd HL Freq

Ilona
2011 2 2009 2
2011 2 2009 2
20111 2009 2

Last 3 yrs
3 yrs arid H:L LC
2 yrs excl HIL Sri
3 yrs exc HL Freq

Mona Last 2 yrs

Bone
2010 1 2005.1. 2004 1 2005 1
2005 2 2604 2. 2002 1 2004 1
2002 1 2001 2 2004 2 2006 2

10 yrs thru 11.1
10 yrs thru 1t-1 excl HHILL LC
10 yrs thrn 11-1 excl HHILL Set
10 yrs thru 11.1 axcl HH.4L Freq

1}nn
2010 1 2007 1
2005 2 2006 1
2011 12006 2

Lasl 6 }fa thru 11.1
6 yrs thru 11-1 excl HrL LC
5 yrs Ihm 11-1 exd. ILL Sev
6 yrs thru 11-1 6501 HL Freq

Ilene
2010 1 20107 1
2007.2 2007.1
2011 1 2006 2

Last 5 yrs thru 11-1
5 yrs tutu 11 . 1 excl H . I. LC
5 yrs thru 11.1 cxci HL S'ev
5 yrs thru 11 . 1 excl H.L Freq

Iona
2010 1 2009.2
2007 2. 2005 2
2011 1 2007 2

Last 4 yrs rhru 11-1
4 yrs thru 11-1 ex 51 HL LC
4 yrs thru 11.1 stud HI Se•.
4 yrs thru 11-1 excl HcL Freq

Ilona
2010 1 2009 2
2010 1 2009 2
2011 1 2008 2

Last 3 yrs thru 11.1
3 yrs thru 11 . 1 excl H-L LC
3 yrs thm 11-1 excl HIL Se..
3 yrs thru 11-1 exd H.L Freq

Exhihit 1
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Exhibit II
Page 1

Oliver Wyman Selected Age-to-Ultimate Deveoprnent Factors
As of December 31. 2011

Newfoundland and Labrador
Commercial Automobile (Excluding Farmers)

As of 2011

Age-co-T.ltitnate Factors

Incurred Claim Amount

Bodily Injury Property Damage Accident Benefits Collision Comprehensive
1"o0-Ult 1 000 1.000 1 000 1 000 1 000
174-U It 1 000 1.000 1.000 1 000 1 000
136-Lilt 1.000 1.000 1.000 1 000 1 000
132-Lilt 1.000 1.000 1.000 1.000 1 000
156-Lilt 1.000 1 000 1.000 1.000 1 000
150-Lilt 1 000 1 000 1.000 1.000 1 000
144-Lilt 1.000 1 000 1 000 1 000 1 000
133-Lilt 1.000 1 000 1 000 1 000 1.000
132-Lilt 1.000 1.000 1.000 1.000 1 000
123-Lilt 1 000 1.000 1 000 1.000 1 000
120-UIt 1.000 1..000 1.000 1.000 1..000
114-Ult 1.000 1.000 1.000 1 000 1.000
106-U1t 1.004 1 000 1.000 1 000 1.000

0 102-U it 1 007 1 000 1.000 1.000 1.000
96-UII 1 007 1 000 1 000 1000 1000
90-UII 1.007 1 000 1 000 1 000 1 000
34-UIt 1.006 1001 0994 1 000 1 000
7a-Ult 1.003 1001 0994 1 000 1 000
72- iU it 1.007 1 004 0.993 1 000 1 000
16-UIt 1 002 1 003 0 992 1 000 1 000
60-Lilt 1.026 1011 0982 1 000 1 000
54-Lilt 1.009 1010 0961 1000 1000
48-Lilt 1.022 1 007 0 943 1..000 1 000
42-Lilt 1 061 1 010 0.932 1.000 1 000
36-Ult 1 032 1..015 0.941 1.000 1 000
30-Lilt 1 097 1 010 0..911 1.000 1 000
24-Lilt 1.160 1.010 0 950 1.000 1 009
16-Lilt 1 254 1 006 0 933 0.990 1 010
12-Uit 1.396 1 026 0 831 0 964 1 009
6-Lilt 2 010 1

	

139 0 990 0 976 1

	

130
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Exhibit II
Page 2

0

Oliver Wyman Selected Age-to-Ultimate Development Factors
As of December 31, 2011

Newfoundland and Labrador
Commercial Automobile (Excluding Farmers)

As of 2_011-2
Age-to-Ultimate Factors
Incurred Claim Count .

	Bodily Injury Property Damage Accident Benefits

	

Collision Comprehensive
100-Ult

	

1 000

	

1.000

	

1.000

	

1.000

	

1.000
174-IJlt

	

1.000

	

1.000

	

1.000

	

1.000

	

1 000
16B•UIt

	

1.000

	

1.000

	

1.000

	

1.000

	

1 000
152-Ult

	

1 000

	

1 000

	

1 000

	

1..000

	

1 000
156-Ult

	

1 000

	

1.000

	

1 000

	

1 000

	

1 000
150-Ult

	

1 000

	

1.000

	

1 000

	

1 000

	

1 000
144-Ult

	

1.000

	

1.000

	

1 000

	

1.000

	

1.000
136-Ult

	

1.000

	

1.000

	

1 000

	

1.000

	

1.000
132-Ult

	

1 000

	

1.000

	

1 000

	

1..000

	

1.000
126-Ult

	

1 000

	

1 000

	

1.000

	

1..000

	

1..000
120-UIt

	

1 000

	

1 000

	

1 000

	

1 000

	

1 000
114-Ult

	

1.000

	

1 000

	

1.000

	

1 000

	

1 000
103-Ult

	

1.000

	

1.000

	

1.000

	

1 000

	

1 000
102-Ult

	

1 000

	

1 000

	

1 000

	

1 000

	

1 000
96-Ult

	

1.000

	

1..000

	

1.000

	

1 000

	

1 000
90-Ult

	

1 000

	

1.000

	

1 000

	

1.000

	

1 000
64-Ult

	

1 000

	

1 000

	

1000

	

1.000

	

1 000
78-Ult

	

1 001

	

1 000

	

1 000

	

1.000

	

1 000
72-Ult

	

1001

	

1 000

	

0.995

	

1000

	

1 000
66-Ult

	

1 002

	

1 000

	

0.995

	

1000

	

1 000
60-U!t

	

0.999

	

1.000

	

0 937

	

1.000

	

1.000
54-Ult

	

0.996

	

1.000

	

0.964

	

1000

	

1 000
46-Ult

	

0 967

	

1 000

	

0.901

	

1.000

	

1 000
42-Ult

	

0 960

	

0 999

	

0 973

	

1.000

	

1 000
36-Ult

	

0 973

	

0 996

	

0.973

	

1 000

	

1 000
30-Ult

	

0 960

	

0 996

	

0 952

	

1 000

	

1 000
24-Ult

	

0 953

	

0 996

	

0 943

	

1 003

	

1 001
16-Ult

	

0 959

	

0 992

	

0 946

	

0 999

	

1 002
12-Ult

	

0 964

	

0.993

	

0 691

	

0 976

	

1 023
6-Ult

	

10588	1.087

	

0.938

	

0.957

	

1.296
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OLIVER LAYMAN 161 Ray Street
PO Box 501
Toronto, Ontario M5J 2S5
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