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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.

" Our review of Third Party Liability is split between Bodily Injury and Property Damage.



Coverage Count/Amount Interval (in months) Selected Factor

Bodily Injury Claim Count 84-ultimate 1.00

Bodily Injury Claim Amount | 114-ultimate 1.00

Property Damage | Claim Count 54-ultimate 1.00

Property Damage | Claim Amount | 90-ultimate 1.00

Accident Benefits | Claim Count 90-ultimate 1.00
Including UA

Accident Benefits | Claim Amount | 42-90, 90-ultimate All period average excluding
Including UA 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 1.00

Exhibit 11, Page 1 and Exhibit II, 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.



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, 2011 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.



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%



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 11, 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



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, 2011 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
+500'?/05

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 11, excluding the two highest/lowest values:  +1.6%
Five-year period ending December 11, excluding the highest/lowest values: -6.1%



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 2011-2 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 11, 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.



Specified Perils
Due to insufficient data, we select the same past loss cost trend rate as we do for Comprehensive,
+3 -0“/00

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.

Past Future
Coverage Loss Cost | 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 1, 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.



Past Future
Coverage Loss Cost | 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.



Province of Newfoundiand
Commercial Automobile (excl. Farmers)

Third Party Li

ability - Bodily Injury

Semi-Annual Basis

Exdvibit 1
Page 1

Trend R Squoarad
Excludad Points Loss Cost _ Swanty Freq Loss Cost  Secenly  Freg
Hene Last 10 yre -1 70% 1% -Edi% 0.0265 01631 064N
2002.1, 2011.2. 2005.1, 20071 10 yre excl. HHALL LC -2 53% £9e% BTI% 02146 02632 O06MS
20112 20021, 20051 20031 10 yrs axcl HHILL Sev 2.22% 2% d48% 01178 01756 06538
20031, 2002.1. 20101, 20111 10 yrs excl. HH/LL Freg A% 68d% -340% 00834 03539 05916
MHone Last 6 yrs 6.29% Bak: -320% 01458 03438 02835
20112 20071 G yrg axcl HILLC -160% 253%  402% 00281 01056  0.29%
2011.2, 20071 6 yis excl HIL Sev -1.60% 253  A01% 00281 01056 02344
2007220101 G yre excl HIL Freq 3.82% 10H%  -191% 02939 04084 024
Flone Last 4 yrs 5.33% MH% 4% 00914 02878 0.3158
20112 20071 §yreaxcl HLLC -3.02% 445% TE8% 04648 00212 04065
20112 20071 5 yrs axcl HIL Sev -3 02% 145% T EB% 04648 00212 04865
2007220101 £ yrs axcl HiL Freq 12.18% 1519% -262% 03050 Q4246 (02685
Hane Last 4 yrs 12.52% BT ATi% 9213 03885 Q2858
20112 20111 4yrsexcl HLLC - 42% 800% -TEO% 00031 Q4307 03128
20112, 20092 4 yrs excl HiL Sev 3 60% 3% -662% 02124 01270 04349
2008 1. 20101 4 yrs excl HL Freq 1937%  2273%  -27% 0321 04179 02180
Hone Last 3 yra 2T 04% K 3% 03728 04755 00704
2011.2, 20111 3 yrs excl HLLC B06% 18.16% -B.55% Q4445 QG372 0504
20112 20092 3 yrs axcl. HAL Sev -0 16% 229%  -240% Qo002 00238 00408
20092 20101 3 yrs axcl HL Freq 20.87% el -200% 03605 04303 04203
Mene Last 2 yre B3 5T% 5% 1158% 04852 03573 05562
Hens 10 yis theu 131 5.04% Ta6% -520% 03258 00035 06044
2002 1, 2001.2. 2005 1. 2007 1 10 yre thru 11-1 exel HHILL LC 2.83% 296% 5T2% 02146 02692 06345
2001 2, 2002 1, 2005 1 20031 10 yre thiu 111 axcl HAAL Sev 222% 13T% H48% onTe 01756 06538
20031, 2002 1. 2010 1. 20111 1@ yre thru 111 axcl HHALL Freg -3 81% A63%  -319% 01507 00056 05503
Heng Last & yrs thru 111 -0 74% 33t 391% 00076 02086 035%
2007 2 20071 G yrs thru 111 exel HL LC -0.36% 3162% -384% D.O0eE 04140 03327
2007 2, 20071 & yra thre 11-1 excl. HL Sev 0.36% I6% -3ddn 00066 04140 03527
20072, 20101 § yr3 thru 1141 excl HIL Freq 0.32% 296% 257% 00040 04550 03378
Hone Last 5 yre thu 111 -1.23% 277%  -3490% 00122 00u68  0.2408
2007 2, 20071 & yra thru 111 axcl HL LC 0.37% 385%  344% 00033 02750 D18se
2007 2, 20071 & yra thru 11-1 excl. HL Sev 0.37% J85% 3da% 90033 02750 01656
2007 2. 20101 & yrs thru 11-1 exel. HL Freg 188% I55%  -163% Q078 04052 D mnaz2
Mone Last 4 yrs thr 111 B 02% A45% 7 68% D4548  DO212 04955
2007 2. 2011 4 yra thru 11-1 excl. HL LC -0.42% B00% -71.80% £.00: 04307 0129
2007.2. 20082 4 yrs thru 11-1 exel. HIL Sav -3E0% 323% -AE2% D2124 01270 04349
20072, 20101 4 yrs thru 11-1 exel. HIL Freg 3d1% 1.78% 5.0% 0.1785 00747 0447
Hane Last 3 yrs th 11-1 -157% 313 4 56% 00328 OO0BSE 01375
20102 20111 3 yre thru 11-1 ewcl. HL LC 0.02% 114d%  10.25% 00000 03183 02186
2010.1, 2009 2 3 yrs thru 111 excl HL Sev -1.08% 160% -263% 00182 0031 07617
2009 2, 20101 3 yre thru 11-1 exel HIL Freg -109% 160% -265% 001z 00431 o.7ENT
Hane Last 2 yra thry 111 -5 10% 0% B22% 02892 00000 01395
Laoss Cast Claim Severity Clalm Freq, Per Thousand
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Province of Newfoundland Exhibil 1
c lal Aut bile (excl. F; ) Faga 2

Third Party Liakitity - Property Damage

Semi-Annual Basis

Trand R Squared
Excluded Points Loss Cost  Sevenly Freg Lose Cast  Severity  Freg
Henz Last 10 yrs -1.38% 169%  291% Q0507 01206 02662
20031, 2009.2, 2009 1, 2008 2 10 yrs axcl HH/LL LG -0.88% 12%5% -210% 10338 0049 01957
20081, 2009.2, 2002 1, 20062 10 yre excl. HHILL Sev 202% 043% 2% 01286 00222 0.1880
20031, 20021, 2004 2. 2008 1 10 yrs axcl HH/LL Frag -0.1%% 142% 158% 40011 00811 0.2231
Mona Last B yrs 0.14% 1285% -108% Qo002 00233 00544
2000 2, 20091 6 yrs excl. HLLC 031% Q5% -14% 0op7 00145 0.0750
2008 1, 2006.2 G yrs excl HL Sev D85% 065% 148% Co08% 004 0085
2011.1, 2009 1 6 yrs excl HL Freg -0 83% 143% -226% 00091 00276 03553
Hong Last 5 y1s 2.771% -198% -080% 003368 00489 00185
2000 2, 20091 5 yrs encl HLLC -341% 2% -102% 01587 01080 00380
20081 20112 5 yrs excl HIL Sev 147% 228% -079% 0.0151 00870 00125
20111, 20081 5 yrs excl. HL Freg -5.03% AH%  265% 02293 00699 03229
Heng Lastd yrs +328% 578% 263% 00408 02157 01360
20092, 20081 4 yr3 excl. HL LG 4 66% -88%  238% 01483 04522 04T
20081, 2011.2 4 yrs excl HL Sev 10.13% 1% 678% 02156 00543 03857
2011120081 4 yrz excl. HL Freg -BdF £2M%  -0.16% 03271 04430 00015
lNone Last 3 yrs -162% 512% 369% 00054 0128 01192
20092, 20091 3yrs ewel HLLC BIT% -MEM% 682% 01359 07827 01660
2092 20112 3 yrs ewcl HL Sev 19 36% 6.80% 11.75% 07595 03184 06565
20111 2008 1 3 yrs excl HL Frag 2085% 1T T75% -340% TBad2 QoE02 0 HEs
Hana Lasl 2 yis A% -1460% 6 82% 01358 07E2T 01650
Hane 10 yrs thew 114 D145 287% -103% Cod0: D330 02809
20031, 2009.2. 2009 1, 2008 2 10 yra thris 11-1 excl HHAL LC 0E7% 247% -2.3% 00148 0371 02231
2009.1, 2009 2, 2001 2, 2002 1 10 yra thru 111 excl HHAL Sev ~1.55% 106% -259% Do0&18  DO0sTS 01781
2003.1. 20021, 2004 2. 20091 10 yrs thry 11-1 excl HHLL Freq 147% 1% 1% poror  03M7T 0293
tznz Last & yrs tha 1141 182% 245% DE2% 00392 01032 00178
2009 2, 20091 6 yra thie 11-1 excl HLLC 152% W% 05T 0471 00933 00182
2005.1, 20062 B y1s thru 111 excl HL Sev 0.8%% 168% -D.77% 00130 00974 0.0280
20111, 20091 6 yrs thru 11-1 excl. HL Frag 171% IR 19% 00368 01904 02413
Hang Last & yrs th 1141 281% 1% DA% 00656 01049 00035
20092 2009 1 & yrs thrw 11-1 excl HL LC 228% 7% -Ddi% 00634 01055 00064
2003 1. 2006 2 5 yrs thru 11-1 excl HL Sev 147% 228% D79% 0.0151  0.0870 00125
20117, 2009 1 & yrs they 11-1 excl HiL Fraq 233% B0t -256% 00330 02021 G284
lione Last 4 yrs thiu 1141 0.70% A% 101% 00022 00118 Q0837
20092, 20081 4 yra thry 1141 axel HL LC -056% 2M%  151% 00035 0.0564  0.0590
2008 1, 20051 4 yra thry 111 excl. HL Sev 285% 1.17% 146% 00503 00232 Q048
2011120081 4 yrs thru 111 exel Hil Freg -2 B8% 4% 1 T73% a0’ do0v2  anz2
Hane Last 3 yrs thru 1141 10 13% EREE 678% 02156 00343 03857
20092 20081 3 yrs thry 1141 &xel HLLC 9 36% 2% T 00% 05531 01185 Q4406
20092, 20091 3 yrs thru 1141 gxcl HL Sev 9 36% 220%  T.00% 05531 0185 Q4406
20711 20081 3 yrs thry 7141 excl HiL Freq 1.96% 181% 005% AME 0070 Q0000
Mone Last 2 yrs thu 111 B6% -13H% 87T 013 Q7600 0%
Loss Cost Clalm Saverity Claim Freq. Per Thousand
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Province of Newfoundland Exhibit 1
Commercial Automobile (excl, Farmers) Pags 3

Accident Benafits

Saml-Annual Basla

Trend R Squared

Excluded Poinls Loss Cost  Severly Freg Loss Cost  Sewerity  Freg

Hane Last 10 yrs 4.39% A2 T 25% 01608 00059 04217
2004 2. 2002.2 2009 2 20071 10 yrs excl HHLLLC -1.82% 161%  -E31% 00624 00122 03084
2004 2, 2005 2 2002 1. 20071 10 yrs excl HHLL Sev A 66% 2% BT 62383 00386 03518
20022, 2002.1. 2009.2 20062 10 yrs excl. HH/LL Frag 8.00% 4.00%  418% 01602 00698 0.2861
Hane Last 6 yrs 1242% 1M.15% 14% 0247 039 Q.00
20112, 20042 B yra axcl, HLLC 838% 1173%  -299% 03180 03345 01088
20112, 20071 G yrs excl HAL Sev 295% 1% 4.0¥% 00243 01845 09415
2011 2, 2003 2 6 yre excl HL Frag 8.38% "% -290% 02180 03345 01058
THone Lagl & yra 13191% 1396% D% 01838 03735 Q0000
20112 2008 2 5 yrs oxcl HLLC G 4% W% B04% 0.096 036 4742
2011.2 2007 1 5 yrs ancl HIL Sev «5.15% 589% -1042% 003 Q0707 053%
2011 2, 2008.2 4§ yrs excl HIL Freg % it B8 00ge  03E 04T
MHone Last 4 yis 21.42% 1TATS 3.36% 0316 04502 00257
20112, 2008 2 4 yre excl HILLC 564% 1652% -BETH 03182 08637 G52
2011.2.2000 2 4 yre axcl HIL Sev 5 Ed% 15.52% BET% 03Bz 05837 05702
20112, 20082 4 yrz wxcl HIL Freq 6.64% 1582% BE% 43182 05637 04702
Hana Last 3yre 50 48% 2812%  1745% 06041 06530 02715
20112, 20092 3 yis axcl. HILLC 10 90% 2WETH  825% 09822 O07EN 0.3279
20112 20092 3 yrs excl HIL Sev 10 99% 208 H25% 09522 07BN 03279
2011.2. 2009 2 3 yrs excl HL Freg 10.50% FUR-TE T ot Q922 oTeNn 032719
Henez Last 2 yrs. 68.23% 1339% 4837% 07248 05248 05797
lonz 14 yrs thra 13-4 9E5% A% G6d% 02544 o048 06233
2004 2, 2002 2. 2009 2. 2007 1 10 yrs thru 11-1 axel HHAL LE -5.36% 177%  101% 01426 00757 06906
2004 2, 2005.2 2002 1 2007 1 18 yre thru 111 excl HHILL Sev 270% ATE%  -B07% 03514 00267  0.5308
20022 20021 20082 20062 10 yre thru 13-1 axcl HHAL Freg -B82% 292% -50B% 02200 04323 06333
Hene L&st 6 yrs thu 11-1 -3 78% 026% A% 00243 00001 £ 1807
2005 2, 2009 2 & yrs thru 19-1 excl. HL LC B.33% 7% -29%% 02180 03345 01058
20052 20071 & yrs thiw 111 excl HIL Sev 29%% TH% 403% 00243 0154 D WIS
2007 2, 2008.2 6 yrg thru 11-1 excl HL Freg -0.60% 22%.  282% 00008 00108 D482
Hone Last 5 yrs thw 111 2.65% G45%  -338% 00162  D08ET  0O0BTH
2007 2, 2005.2 E yrs thru 11-1 excl. HL LC 558% 1071% -102% 241 03006 00130
2011 1, 2007 1 £ yis thiu 111 excl HL Sav 5B7% A56%  -240% 0.0650 L0402 00288
2007 2. 20082 & yrs thru 111 excl. HIL Freg 5% 10.711%  -102% b4 03006 00130
Hane Last 4 yrs th 111 516% 539% -1042% 0.0403 00707 05356
20072, 20092 4 yrs thru 111 excl HLLE SE4% 1692% A% 03182 05637 05702
20111, 2008.2 4 yra thru 11-1 excl. HL Sav -6.55% 217%  -345% D18 po2az 058N
20072 20082 4 yra thru 11-1 excl HiL Freg 584% 1582% 88Th D M8 05637 05702
Nong Last 3 yva thiu 111 16 62% 297% 97%% 0.2331 08721 03WT
20111, 20082 3 yra thru 111 exel HL LC 13.00% 26.85% 10 92% 09533 08175 04680
20111, 2008 2 3 yre thre 11-1 excl HL Sev 1300%  26.85% .10.9% 09533 08175 04880
2008.2, 2009 2 3 yra thra 111 excl. HL Freg 0.80% 087% B 2% 09522 0781 0327y
Haona Last 2 yrs thru 1141 35.76% 50.31% 10 20% 07286 06904 02621

Loss Cost Claim Severity Claim Freq. Per Thousand
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Province of Newfoundland

Exhibit 1
Commercial Automobile (excl. Farmers) Page 4
Collision
Semi-Annual Basis
Trand R Squated
Excludad Points Loss Cost  Sevenly Frag Loss Cost  Sev Fre
Teng Last 10 yrs 321% 217M% 101% 01252 Q0742 0.0173
2008.2, 2003 1. 2004 2. 2006 2 10 yrs excl HHAL LC 18% 187% 023% 00880 00851 Q0023
20082 20081 2004 1, 20021 10 yrs @xel HHALL Sev 164% 0 36% 202% 00533 00042 0.05%8
20072, 2002.2, 2004 2. 20062 10 yrs excl. HHLL Freg 362% A% 038% 02118 01468 0.0067
MHone Last & yrs 246% 03%s 213% 00265 Q0008  D.055%
20082 20082 i yrg excl HILLC 074% 0.65% 0.09% 00045 00047  0.0001
20082, 20071 G yr5 excl. HIL Sev 1.52% 443% 340% 00263 00537 072
20072 20062 G yrs excl HIL Frag 1.08% 000%  108% 0.0084 00000 00237
tone Last & yrs -3 02% 124% A% 00318 000668 03865
20082 20071 5 yrs axcl HILLC £13% 202% A420% 02305 00511 03002
2082 20071 3 yrs excl HL Sev 6.13% 202% S4W0% D235 00511 0.3002
20072 20102 5 yrs excl H/L Freg -0 7a% 1.78% -253% podie 00106 024
Hana Lastd yrs -955% T -26d% 02243 0196 01233
2008.2 20111 4 yrgexcl HILLC -1 T4% A.76% -093% D049 DOOMS 00176
2008 2. 20092 o yre excl HiL Sev <413% 121%  -0.95% 00828 01062 00254
20092 2010 2 4 yrs excl HIL Frag 225% JT4% 164% 02166 02588 0.0813
Hena Last 3 s T.70% T15% D51% 02892 03976 00030
2012 20111 Fyimexcl HLLC 3138% N9% -T61% 02850 0638 02927
20112, 20002 3 yrs excl HL Sev -139% 123%  -16% 00050 0089 01236
20082 20102 3 yre excl HiL Freq 948% 5.46% 381% 03657 02961 03155
Hane Last2yrs 15.55% I/ NMET% 0353  0mMaT  0T47Te
Hang 10 yrs thru 111 248% 1286%  182% 00801 Q043 00246
2008.2. 20031, 2004 2. 2006 2 10 yrs thr 11-1 exel HHILL LC 0.75% 0.51% 024% 0.0227 00063  Q.0021
2008 2, 2008 1, 2004 1. 2002 1 10 yrs thas 11-1 excl HHLL Sev 048% 14T 198% 00068 Q0662 00596
20607 2, 2002 2. 2004 2, 20062 10 yrs thae 11-1 exe! HHILL Freg 277% 1B8% 0BT d1418 Q01T 00326
Here Last & yrs tha 114 102% A79% 182% 00048 00046 00415
20082 2006 2 6 yra thru 11-1 excl HALLC 1 13% A% 0% 0.0147 00223 00007
2008.2, 20071 G yre thru 11-1 excl. HL Sev 0.16% 251% 241% 00003 0197 00884
2007.2. 2006 2 B w3 thiu 11-1 excl. HAL Freg -0.24% AHE% 09% 40003 00086 00196
Hana Last 5 yre thi 111 031% a50% -080% 40003 040011 000B2
2008 2, 2006 2 Syra thru 11-1 axel HLLC 4 id%a 181% 524% ot 00212 D63
2008 2 2007 1 & yrs thru 11-1 excl HL Sev A% -2 45% 181% 00151 01079 Q.0060
2007 2 20062 & yrs thru 11-1 excl. HIL Freg 483% 083% -330% 00580 00008 06106
Hanz Last 4 yra thru 111 -14 53% T8t T2 0.5339 02422 06666
20082 20111 4 yrs thru 11-1 excl. HL LS -1250% 4485 -8.39% 08877 Q1835 06792
2003.2, 20092 4 yrs thru 11-1 excl. HL Sev -1 T 4 35% -T19% 073 03 0.7614
20072 2002 4 yre thru 11-1 excl H'L Freg -1803% A3 4 95% 0529 04324 04083
Hang Last 3 yra thru 111 -1827% A2 5% -655% 04617 03008 04532
20082, 20111 3 yrs thru 11-1 excl HL LT 3.38% ne0% -761% 02850 06981 Q2327
0082 2009.2 3 yrs thru 11-1 excl HL Sev -0.39% 123% -160% 00050 00189 01936
20092, 2010.2 3 yra thww 11-1 ewel. HIL Fray -1987%  -1532% -5 36% 04875 D45 DS51E3
fHone Last 2 yrs thoy 11-1 T13% 232% 9% Q7720 00276 04319
Lass Cost Claim Saverity Claim Freq. Per Thousand
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Province of Newfoundland

Exhibit 1
Commercial Automabile {excl, Farmers) Paga §
Comprehensive
Semi-Annual Basis (with seasonality)
Trand R Squared
Excludad Points Lose Cost  Severity Frag Loss Cost  Seventy  Freg
Hone Last 10 yrs G31% T01%  -DE6% 03338 04574 03845
201122000 1, 2004 1, 20051 10 yrs axcl. HHILL LC 141% 486% -120% 01323 03285 048
20062, 20112, 2002.1, 20041 10 yrs excl. HH/LL Sev S8T% 5.58% 0.28% 02439 02465 04205
20021 20111, 2004 2. 20062 10 yrs axcl, HHILL Frag 4.08% 865% 051% 03878 04801 03™H
Fone Lasl By 5.13% 238%  3E6% 07269 01295 Q0 69TE
20112, 20071 & yrs axcl HLLC 0.55% 2.12% 273% a0est 00392 07TE9
20112, 20081 § yrs mxcl. HiL Sev -161% SE8% 432% Qo072 01983 6TE
20111, 2006.2 € yrs axcl HL Freq 10.50% 8.40% 1.93% 02040 02013 053N
[lona Last & yra 5. 15% 043% 4.69% 00834 00350 0.&TE2
2011.2. 20071 5 yrs axel. HLLC S1136% -1386% 250% 06168 04755 0729
2011.2. 20071 5 yrs xcl. HL Sev ~1136% 13 B5% 290% 06168 04755 07234
20111, 20072 § yis ancl HL Freg 17 G0% 1445% 2TE% 03893 o032 04743
Hans Last 4 yre 402% 0% J80% 01958 00063 06767
2011.2, 2009.2 4 y1s gxcl HLLC -T53% 10.57% 128% LE1Ts 03575 06318
20112, 2004 2 4 yrs excl HL Sev -163%  -1057%  326% 06175 03575 06318
20111, 2008.2 4 yrs excl HIL Freg 22.26% 231159%  0.78% 04957 05135 0.5981
Honz Last 3 yig 2345% 14268%  BO5% 04626 01508 077
20112 2008 2 Jyrs exel HLLC 2,05% A26% 1123% 0E016  0.1885  0.637%
2011.2, 2008.2 3 yrs excl. HIL Sev 205% -826% 1123% 06016 01885  Q6E7E
2011 1. 2008 2 3 yrs encl. HIL Frag BT 35% B8 48% 0.52% 035058 059713  04ME
Hone Last 2 yre 207% 0.1% 2055% 01567  0.0152  0.8842
Hone 10 yre thro 111 393% EM% 23T oan? 0.3321 0.3356
20101, 20081, 2004.1 20051 10 yrs thru 111 excl HHALL LC 132% Je¥e  251% 01384 p4124 03T
20052 2004 2, 2002 1. 2004 1 10 yes thru 11-1 sxcl HHLL Sev I9% BT2% 171% 01257 02915 02060
20021, 2001 2 2004 2 2006.2 10 yrs thou 111 @xcl HHLL Freq B 9T% 637% 001% 93040 03364 03879
licna Last 6 yis thru 11-1 -0 06% -305% 3 (% D000 D48 07144
2010 1, 20071 & yrs thrw 11-1 excl. HL LE -3 66% B.57% 3% 0073 03613 0IN2
2005.2. 20061 B y7s thru 111 excl HL Sev A51% 5.59% 4 3% poTar  p1Ed 0Tl
20111, 2006 2 6 yrs thru 11-1 exel HL Frag B.34% 8% 1% 0.0004 00623 06656
Hene Last 5 yrs thru 1141 A51% S59% 432% 0Tz 01183 07181
2010 1, 20871 5 yrs thr 11-1 excl HL LG -10 18% -13 25% 354% DA350 07518 0 Ga68
2007.2. 2007 1 5 yrs thiu 11-1 axcl HL Sev -T.63% <10 34% 302% 06721 04525 0TENE
20111, 2006 2 & yrs thru 19:1 excl HiL Freq 022% -1 62% 187% 00825 00114 05868
Hang Last 4 yrs thru 1141 A1368% 130E% 290% 08166 04755 0T
2010.1, 20092 4 yrs thu 11-1 excl HL LG A1.39% 47E% 395% 07530 05407 09068
2007 2, 2009 2 4 yra thiw 111 exicl HL Sev -1 63% -0 EM% 320% 06175 03575 0631
20111, 20072 4 yrs th 111 excl Hil Freg 5.52% 4.08% -25T% DET4S 04128 Q660
Hane Last 3 yre thru 1141 -5 58% -10.9%% 6 0B% 05657 02563 07137
20101, 20092 3 yrs thiu 11-1 axcl HLLC 558%  -10.9%% 6 06% 05612 09514 05042
20101, 2009 2 3 pra thiu 111 axcl. HL Sav S56% -109%%  60B% 05612 09514 04042
2011.1. 2008 2 3 yrs thru 11-1 excl HL Freq 26.32% 4% -315% 08572 08B28 088N
Hane Lasgt 2 yrs thiu 11-1 8% -2154% 1615% 08511 05252 Q7847
Loss Cost Claim Saverity Claim Freq. Per Thousand
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Asof2011-2

Oliver Wyman Selected Age-to-Ultimate Deveopment Factors
As of December 31, 2011
Newfoundland and Labrador

Commercial Automobile (Excluding Farmers)

Age-to-Ultimarte Factors
Incurred Claim Amount

180-Ult
174-Ult
168-Ult
162-Ult
156-Ult
150-Ult
144-Ult
138-Ult
132-Ult
126-Ult
120-Utt
114-Utt
108-Ult
102-Ult
96-Ult
90-Unt
a4-Un
7a-Un
72-Ui
66-LIt
60-Ult
54-Unt
43-Ult
42-Ult
36-Ult
30-Ult
24-Ult
18-Ult
12-Ult
6-Ult

Bodily Injury Property Damage Accident Benefits

1.000
1.000
1.000
1000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.004
1.007
1.007
1.007
1.006
1.003
1.007
1002
1.026
1.009
1.022
1.061
1.082
1.097
1.160
1.254
1.396
2.010

1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.001
1.001
1.004
1.003
1.011
1.010
1.007
1.010
1.015
1.010
1.010
1.006
1.026
1139

1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.994
0.994
0.993
0992
0.982
0.961
0.945
0.932
0.941
0.911
0.950
0933
0.881
0990

Collision
1.000
1.000
1.000
1000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.990
0.964
0976

Exhibit Il
Page 1

Comprehensive
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.009
1.010
1.009
1.180
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Asof2011-2

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

Commercial Automobile (Excluding Farmers)

Age-to-Ultimate Factors
Incurred Claim Count

180-Ult
174-Ult
168-Ult
162-Ult
156-Ult
150-Ult
144-Ult
138-Ult
132-Ult
126-Ult
120-Ult
114-Ult
108-Ult
102-Ult
96-Ult
90-Ult
a4-Ult
78-Ult
T2-Ult
66-Uit
60-Ult
54-Ult
48-Ult
42-Ult
36-Ult
30-Ult
24-Ult
18-Ult
12-Uit
6-Ult

Bodily Injury Property Damage Accident Benefits

1.000
1.000
1.000
1000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.001
1.001
1.002
0.999
0.996
0.987
0.980
0.973
0.960
0953
0.959
0.964
1.068

1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.999
0.996
0996
0.996
0.992
0.993
1.087

1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.995
0995
0.987
0934
0.981
0973
0.973
0952
0943
0.946
0.891
0.933

Collision
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.003
0999
0.976
0957

Exhibit Il
Page 2

Comprehensive
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1000
1.001
1.002
1.023
1298
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@3 OLIVER WYMAN

161 Bay Street

PO Box 501

Toronto, Ontaric M5J 285
1416 868 2700
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