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DEPUTY COW SSI ONER REED:  Good
evening. This is a public information session,
Al state I ndemity Insurance Conpany private
passenger autonobile rate filing. It is Tuesday,
March 20th, and we are going to start the public
session, which will be from6 to 8 p.m

W will let the record reflect that
at the present tinme, we have nenbers from
All state that are here, menbers fromINS, nenbers
fromthe DO, but we currently do not have any
menbers fromthe public present at this neeting.

W will go through this
presentation. | wll then |eave the record open
after the parties are finished for another 15
m nutes, so if someone fromthe public conmes back
in, we will ask the parties to briefly go through
and summarize this again. And we will close it
out at 6:30, if no one fromthe public attends.

So, we're going to get started.

Wl come to the Del aware | nsurance Departnment's
public information session regarding the Allstate
| ndemmi ty I nsurance Conpany private passenger
autonobile rate filing. M nanme is CGene Reed.
|''mthe Deputy |nsurance Conm ssioner for the
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Del awar e | nsurance Conmi ssioner, Karen Wl din
Stewart. | wll facilitate tonight's public

i nformati on session. Conmm ssioner Stewart will
make the ultimte decision to approve or

di sapprove this proposed rate filing.

Al state I ndemity Insurance Conpany
has filed a private passenger autonobile rate
filing pursuant to Delaware Code Title 18,
Chapter 25, rates and rating organizations.

All state indemity requested an overall rate
| evel change of 15 percent, with an indicated
rate | evel change of plus 27 percent.

All state indemity then submtted a
revised indicated rate | evel change of plus 26.4
percent. After questions were asked and
responded to by the Department and Allstate
indemity actuaries, Alstate intends to submt a
filing anmendment with revised detailed rate
schedul es for an proposed rate | evel change of
plus 8.5 percent.

The purpose of this session is for
t he Departnment of |nsurance to receive coments
fromthe public to aid in reaching a decision on
t he proposed private passenger autonobile rate
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filing.

In reaching its decision, the
Department will consider any comments presented
here today, along with any comment submtted in
witing. The entire record concerning the
proposed private passenger autonobile rate
filing, including the transcript of today's
session, will be reviewed before any final
concl usi ons are reached.

Today's session, as you can see, is
being transcribed by a court reporter. After the
Department receives the typed transcript, the
Departnment will make it available on its internet
website at www. del awar ei nsurance. gov. You may
downl oad a copy of the transcript fromthe
Departnment's website at that tinme.

| f you do not have internet access,
you may view the transcript at the Departnent's
offices in Dover and WI m ngton, but please cal
to schedul e an appoi ntnent before visiting the
Departnment's offices. You may al so submt a
request for copies of a particular docunent by
fax or e-mail.

As explained earlier, the purpose of
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today's session is to provide a public forumfor
anyone to give information or conments concerning
t he proposed Allstate Indemity Insurance Conpany
private passenger autonobile rate filing. Please
address your conmments to this topic only. W ask
t hat you pl ease be as concise as possible, and
[imt your remarks to around 8 m nutes.

| f you are speaking, we ask that you
i nclude your nanme on a list of speakers that is

avai l abl e at the sign-in table. | hope you have
all signed up and have al ready indicated that you
w sh to speak. |[|f you have not done so, please
do so now.

W al so ask that you indicate if you
are speaking on your own behalf or if you are
speaking in any type of representative capacity.
For exanple, if you are a policyhol der of
Al state I ndemity.

Because of the informal nature of
today's session, there will not be any sworn
testinmony. Cross-examnation and simlar
questioni ng of speakers or other representatives
of the parties likewise will not be permtted.

However, you may pose factua
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questions to the applicants during your oral
comments. Follow ng today's session, the
Departrment will require Allstate Indemity

| nsurance Conpany to respond in witing to al
questions raised by the Departnent and public
during this session, and will make the responses
avai |l abl e on our website.

Al state I ndemity Insurance Conpany
and the Insurance Departnent's actuary firm INS
Consul tants, which reviewed the private passenger
autonobile rate filing, have each sent
representatives to contribute to this public
information session.

Ed Cark, Capital Region state
manager, and Wasi m Chowdhury, assistant actuary,
are here on behalf of Allstate Indemity, and
Dave Macesic of INS Consultants, the Departnent's
actuary for this matter, wll be nmaking
introductory statenents.

Their statenents are intended to
give an overview of the private passenger
autonobile rate filing as a preface to the public
coments session. Their statenments wll be
recorded by the court reporter, and wll be

Wilcox & Fetzer Ltd.





© 00N Ol WN P

NMNNMNNNNRRRRRRPRRRRPR
A OWONPFPOOONOOOGPMWNPEO

Page 7

posted on the Departnment's website. The
representatives fromAl|Istate I ndemity wll be
speaking first.

MR. CLARK: Good evening, |adies and
gentl enmen. Thank you for joining us for the
di scussi on of our current prem um change request
we have pending with the Del aware Departnent of
| nsurance. My nane is BEd dark. |1'mthe state
manager for Allstate's Capital Region, which
over sees our business operation for five states,

i ncludi ng here in Del aware.

In ny role as state manager, | am
responsi bl e for the product and pricing decisions
that we have for the five-state region, as well
as work with representatives across all of our
regions, or across all of the states that we
manage, to bal ance the cost of insurance while
mai nt ai ni ng and maki ng sure we have strong cash
reserves, manage our expenses, as well as fulfil
our clains paying responsibilities.

Qur insurance, in our view, provides
custonmers peace of mnd. It restores their |ives
in the event of an unfortunate event, and as well
as replaces their assets, their loss due to a
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claimthat we cover. This is a prom se that we
live and breathe every day as a conpany, as

i ndividual s that represent Allstate. It's a
prom se that we intend to keep every day with our
cust omer s.

W understand, in today's econony,
payi ng nore for your insurance is not easy for
anyone. We al so recogni ze we have a
responsibility to our custonmers, our agents, our
enpl oyees, as well as the sharehol ders of the
Al'l state I nsurance Conpany, that we remain a
safe, strong, and secure conpany.

W'd like to give you a little
background on the recent prem um change request
t hat we have pending in regards to our Allstate
| ndemmi ty Conpany. First slide.

Just to nake sure custoners
under stand, we have multiple auto conpani es here
in Del aware. There's various reasons why
custoners woul d be placed in one conmpany versus
another. It may be when you cane to Allstate.
W' ve opened conpanies nore recently, in the past
10 to 12 years.

W have certain conpanies that only
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have specific products available to custoners.
And as well as in this circunstance, higher risk
drivers are placed in our Allstate Indemity
Conpany, as opposed to the Allstate |nsurance
Conpany or Allstate Property and Casualty
| nsurance Conpany.

Currently, the Allstate I ndemity
Conpany insures 1238 policyhol ders. That
represents 3.4 percent of our overall policies in
Del aware, and 4.8 percent of the overal
househol ds that we ensure.

Hi gher risk drivers, being defined
as those drivers that either have nultiple
ti ckets and/or accidents, may have a maj or
violation of some kind, either a driving under
the influence, driving while inpaired, reckless
driving, et cetera, where they would not be
eligible for our preferred or standard auto
i nsurance conpany. As well as those custoners
who cane to Allstate w thout having prior
i nsurance, nmaking themineligible for that
standard insurance conpany, as well.

What we'd like to do is give you
sone information, as far as what has happened

Wilcox & Fetzer Ltd.
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with the cost of insurance, and that our prem uns
have not been able to keep up with that over
recent years. Wasi m Chowdhury, who manages our
actuarial staff, wll provide additional
information as to why that is, and where sone of
the additional costs are, as they' ve surfaced in
recent years; what's causing that need for
additional premumto keep up with the changing
costs.

You can al so see here, we did, as
M. Reed acknow edged, had an original rate
filing of a 15 percent average prem um i ncrease.
W have worked with representatives fromINS
Consultants to arrive at a | ower overall rate
| evel, at 8 and a hal f percent.

To hel p custoners understand where
that is, froman average prem um standpoi nt, our
current average six-nonth premumfor an auto
policy in the Allstate Indemity Conpany is $830.
The average proposed increase at 8 and a hal f
percent is $70.

Alittle bit of history on rate
changes within this conpany. The last time we
adjusted rates on an overall level for the
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conpany was in July of 2008, which was an overal
decrease of 13.1 percent. The last tinme we had
any type of increase in overall premumwthin
this conpany goes as far back as Decenber of
2002.

A coupl e of additional information
in regards to that history. 1In July of 2008, we
i ntroduced a new overall pricing plan for the
All state I ndemity Conmpany. Although we had not
rai sed premuns for several years, we had seen
our business reduce or |ose custonmers over tine.
We had not taken any substantial action in the
mar ket, but certainly, what we recognize is our
conpetition was overall nore attractive than
Al state was during the few years | eading up to
2008.

The overall pricing plan that we put
in did exactly what we had hoped it to do. W
have been able to grow in the higher risk or
non-standard auto business at a pretty
substantial rate since this rate plan went in.

From 2008 t hrough 2011, our overal
custoner base within this conpany has tripled.
So the 1238 policyhol ders at a current count
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represents three tines the | evel of custoners
prior to this rating plan being introduced.

That rate of growmh in our industry,
and certainly for our conpany, can cone with some
risk. It appears, at least to us, the rate of
growth put additional profitability pressures on
us. Wasimis going to share sonme of the
information as to where that additional rate
pressure is coming from W believe this
conprom sed rate agreenent at 8 and a hal f
percent puts us in a position to be nmuch nore in
line wth what the conpetition offers for an
overall rate within the higher risk driver
mar ket .

W want to assure all of our
custoners, they will not go through this rate
change alone. Qur local Delaware Allstate
agencies will be fully prepared as to how nuch a
custoner's premumis going up, the reasons
behind the rate change, as well as the tools and
resources they need to help custonmers to nake
their insurance nore affordable.

There are a nunber of different
product features, discounts that are avail able.

Wilcox & Fetzer Ltd.
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WAsimis going to take you through, the group

t hrough sonme of the discounts that are avail abl e,
and di scount opportunities that woul d enable
custoners to save noney, if affordability becane
an issue with this recent rate increase, or our
upcom ng rate increase.

Qur agencies are encouraged, and we
certainly, you know, educate and hel p them
understand the benefit of a custoner renewal
assessnent, or a personal policy protection
review, hel ping custonmers with both making sure
the policy neets their coverage needs, as well as
affordability, in the event that the premumis
beyond, you know, their ability, or conprom ses
their ability to pay for their insurance.

All state has nmultiple distribution
support beyond just the |local agency. W're
avai |l abl e 24/ 7 through 1-800-Allstate, as well as
t hrough the web, through Allstate.com So
custoners can get service for their policy
through nultiple neans, any tinme of the day they
wi sh to.

Qur renewal notice goes out 40 days
in advance or their renewal, providing custoners

Wilcox & Fetzer Ltd.
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t he opportunity to review their policy, make any
necessary changes, again, around the
affordability. As well as if some custoners, you
know, want to revi ew whether the conpetition or
ot her conpani es may have an opportunity to help

t hem save noney or have a policy that better
suits their needs.

W have worked very closely with the
Comm ssi oner, her staff, as well as INS
Consultants, in regards to this conprom se change
of 8 and a half percent. W're confortable it
hel ps us get our overall premumlevel nore
adequate, while also recognizing that it hel ps
our custoners froman affordability standpoint to
remain within the Allstate I ndemity Conpany.

All state has a | ong and proud
tradition of serving custonmers and busi nesses in
the state of Delaware. W insure over 27,600
autos, 19,200 homes in the state. |In 2010, the
nost recent year that our clainms data has been
available to us, we paid over $22.8 mllion in
clainms. W' ve invested over 10.8 mllion in
busi ness-to- busi ness spendi ng, and invested
nearly $460 mllion in municipal bonds.

Wilcox & Fetzer Ltd.
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We've paid $1.4 nillion in State
taxes, and in Delaware, the Allstate Foundation
has provi ded 26,000 in support of nonprofits to
service the state.

So, in closing, we are absolutely
conmmtted to our custonmers and small business
owners, the local Allstate agency. On behalf of
the corporation, we want to thank all of our
custonmers for the opportunity to service their
busi ness needs, and anyone who had the
opportunity to cone this evening, to hear nore
i nformati on about the rate change that we have
currently pending with the state.

And now at this tinme, 1'd like to
turn the information over to Wasi m Chowdhury, who
is going to take you nore in depth regarding the
speci fic change that we have with the state.

MR CHOWADHURY: Ckay. Thanks for
the overview, Ed. As Ed nentioned, ny nane is
Wasi m Chowdhury, and ny team manages the rates
for Allstate Indemity in the state of Del aware.

|'d like to begin by providing a
brief overview about the process we followed to
understand if we need to adjustnent prem uns.

Wilcox & Fetzer Ltd.
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So in general, our goal is to ensure
that the premumwe charge in Allstate's
| ndemrmi ty Conpany across Delaware is sufficient
to cover all of our |osses and expenses,
including the claimpayouts to our custoners. W
carefully exam ne historical information to
predict our future inflows, which you can
consider premum and future outflows, which you
can consi der our clains and expenses.

In the state of Delaware's indemity
book of business, data shows that our future
outflow are expected to be greater than the
prem um we expect to collect, which is why we
have proposed a rate change.

As Ed al so noted, our |osses have
consi derably increased over the past few years as
our business has increased. 1'd like to direct
your attention to slide 3, which clearly
denonstrates that as our business has increased,
so have our | osses and expenses relative to
prem um Conpared to 2008, our |osses and
expenses have increased approxinmately 25 to 30
percent in conparison to the premumwe're
receiving. This analysis indicated we needed to

Wilcox & Fetzer Ltd.
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adjust rates to keep up with our expenses and
cl ai ns.

The next question we needed to
answer was how do we adjust individual rates to
arrive at the proper average prem umthat
bal ances our inflows and our outfl ows.

As you know, different custoners
have different expected | osses. For exanple, an
i nexperienced 16-year-old driver is expected to
have hi gher | osses than a 35-year-old driver with
many years of driving experience.

My team did additional analysis to
determ ne which groups of drivers needed to be
adjusted to better reflect their expected | oss.
Based on our analysis, we found that the single
vehi cl e, non-homeowner, liability-coverage-only
custoners necessitated an increase higher than
average, to match their higher expected | oss.

On the other hand, the nulti-car
honmeowners with full coverage will see a | ower
t han average increase with this change, because
of their |ower expected costs.

About 20 percent of our business
w Il actually see a decrease with the prem um

Wilcox & Fetzer Ltd.
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change, while about 27 percent will see an
i ncrease greater than 20 percent due to the
hi gher expected | osses.

W understand that increasing rates
on custoners can be challenging, but Allstate
provi des many Di scount options to help custoners
| ower their costs.

On slide 4, you can see all of the
avai |l abl e discounts Allstate offers to its
custoners. On slide 5, I've highlighted a few of
t hem specifically that customers can consider as
options to lower their rates.

The Allstate easy pay plan di scount
applies when the policy is paid through the
Al'l state easy pay plan, which neans automatic
wi t hdrawal from one's checking account.

Next, the honeownership di scount
appl i es when the nanmed insured and/ or spouse owns
a home, townhone, condom nium or nobile hone.

Next, the defensive driver discount
appl i es when an operator receives a certificate
certifying voluntary attendance and successf ul
conpl etion of an accident prevention course or
notorcycle rider course approved by the Insurance

Wilcox & Fetzer Ltd.
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Conmmi ssi oner.

| want to reiterate that the prem um
changes are taken very, very seriously by
Al state, and we fully understand the inpact of
t hese changes on our custoners. |It's equally
important to understand that we nust carefully
bal ance our premuminflows with our expected
costs, to ensure that we nake good on our prom se
to our custoners.

Thank you for your time this
evening, and I will hand the floor back to Ed.

MR CLARK: Actually, that's our
closing for now Again, we appreciate
everyone's, you know, hearing the information in
regards to our situation with the current
conpany. W appreciate the opportunity to share
our experience, and certainly value our
custoners' continued support and appreciation of,
you know, doing business with Allstate. Thank
you.

DEPUTY COW SSI ONER REED: Thank you

for your comments. Before we go to INS, | do
have a couple of questions. |'mnot an actuary,
SO can you -- you said -- and maybe | heard you

Wilcox & Fetzer Ltd.
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wong. You said prem um encl osed prem um
out f | ow?

MR CHOADHURY: Prem uminflows and
out f | ows.

DEPUTY COW SSI ONER REED:  Oh,
i nflow.

MR CHOADHURY: Yes. The prem um
collected is inflow to the conpany.

DEPUTY COW SSI ONER REED: Got you
Just wanted to make sure | understood you. The
ot her question | have is the prem umsw ng. Wen
| | ooked at the graph that you had provi ded on
the file, you had -- you said roughly 20 percent
of the people wll get 20 percent or nore?

MR CHOADHURY: 27 percent of the
custoners will see an increase greater than 20
per cent .

DEPUTY COW SSI ONER REED: G eater
t han 20 percent. Overall, when | |ooked at that,
it appeared that 39 percent of the policyhol der
base woul d see at |east 10 percent, or a double
digit increase or greater

MR. CHOADHURY: Ckay.

DEPUTY COW SSI ONER REED:  You al so

Wilcox & Fetzer Ltd.
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have that on the other side of the pendulum the
swi ng of the decreases, as well. Wen | | ooked
at the 10 percent, let's say the 10 percent to 20
percent. Those that are getting 20 percent or
nore are considered very high risk? They're the
ones getting that increase? O is it comng in

t hose zip codes, or in those areas?

|'mtrying to establish like the --
to me, when | |ooked at that, it appeared that
|'mgetting a 10 percent increase even if |I'mone
of your good substandard drivers -- if there's
such a thing as a good substandard driver -- but
|"'mgetting a 10 percent increase because I'min
this zip code.

MR. CHOADHURY: Ckay.

DEPUTY COW SSIONER REED: O I'min
this area, maybe where you have nore higher
clainms or sonething. Can you explain that?

MR. CHOADHURY: Sure. So we are
t ouchi ng and updating the rates for nultiple
rating plans. And a rating plan is essentially
one piece that goes into determ ning your final
rate. So different factors that go into
determ ning your rate are your age, where you

Wilcox & Fetzer Ltd.
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l'ive, your accident history, violation history.
So there are multiple factors that ultimately
determ ne the final rate.

We are updating the rates for many
of those rating plans. Territory is actually one
rating plan that we are not updating. So al
el se equal, two customers in different
territories should not see a different rate
change. Assumng all else equal. Sane exact
risk profile, one maybe in WI m ngton, one maybe
in Dover. But as long as they are the sane exact
ri sk otherwi se, there should not be a difference
inrate.

However, | did nention that we are
updating the factors for other characteristics.
And so, you do have that swi ng, since there are
many factors that are being updated, to the
extent that you're a custoner that is getting the
increase due to nultiple factors, you're going to
be on the higher end of the histogramon the rate
change distribution.

So on average, it seens that the
singl e vehicle, the ones who do not own a hone,
and only have liability coverage, so your bodily

Wilcox & Fetzer Ltd.
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injury, property damage, personal injury
protection, and uninsured notorist coverage,
they're the ones who are on the higher end of
t hat distribution.

And then on the flip side, the rates
conpared to average have gone down for the
custonmers who have multiple cars, who own a hone,
and have nore than just the liability coverage,
whi ch includes collision coverage and
conpr ehensi ve cover age.

So, multiple factors ultimtely
result in the final rate. W are touching
multiple factors. And it just depends on your
characteristics, and if you happen to, for each
characteristic, be on the end where the rates are
i ncreasi ng, when you put that all together,
you're going to see the larger than average
I ncrease.

But again, on the flip side, if
you're a custoner that is on the better side of
each characteristic that we're updating, then
you'll see --

DEPUTY COW SSI ONER REED: A
decrease?

Wilcox & Fetzer Ltd.
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MR CLARK: And the way we view
that, Gene, from a business perspective, is by
getting to the nost accurate rate even at an
i ndi vi dual custoner group around the
characteristics that Wasi mdescribed. That way,

t he customers whose performance is better than
their current rate, that they have an opportunity
to save noney, or potentially pay |ess than the
average rate that they have.

If we -- if our pursuit is totry to
m nimze the overall experience w thin the book,
we would try to center nore of the, you know,
overal |l rate change around the -- you know, the
eight and a half percent within this change that
we' re maki ng here.

W think that's, you know, not in
the best interests of a good percentage of our
overal | customer group. And that would be a
group that we would hope to have the opportunity
to retain, as well as, you know, grow within this
book of business. W certainly want to grow in
t he other segnents, but not at the current rate
| evel that we charge. W need a nore adequate
premumto be able to do it. And that's what

Wilcox & Fetzer Ltd.
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creates what we refer to as spread within the
overall rate |evel

DEPUTY COW SSI ONER REED:  Ckay.
Thank you. One last question. Credit score, as
you know, is used for new policyhol ders, not
exi sting policyholders, under Delaware |aw. |f
soneone were to cone to Allstate and had a very
clean record, but had a very poor credit score
rating, would they go to the substandard conpany,
or could they also be witten in the -- the
better, or however --

MR. CLARK: Yeah. W do not have
any underwriting guideline in regards to your
credit score here in Delaware. So a custoner for
all other perspective qualifies for the
Allstate -- today it's the Allstate Property and
Casual ty Conpany, which is our standard auto
conpany, they would not be in any way restricted
or required to pay nore, or be placed in a higher
ri sk auto conpany.

DEPUTY COW SSI ONER REED:  Ckay.

MR. CLARK: W don't have any
gui delines, and we believe that's in accordance
with what we'd be asked to do here in the state.
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DEPUTY COW SSI ONER REED:  Very
good. Thank you. [INS.

MR. MACESIC. GCkay. |INS
Consul tants, Inc., has been retained by the
Del awar e Department of Insurance to conduct an
i ndependent actuarial review of Allstate
| ndemmi ty Conpany's private passenger autonobile
rate filing that was submtted on Novenber 14th,
2011.

The scope includes a review of the
filings submtted by Allstate Indemity, an
eval uation of the key assunptions contained in
the conpany's rate |l evel analysis, and the
i ndependent devel opnment of an indicated rate
| evel change.

The rate filing was submtted by
Rick Wsni ewski, associate state filings director
of Allstate Indemity. This review was conducted
by David J. Macesic, ACAS, MAAA, and key el enents
of this review were peer reviewed by Robert W
Gardner, FCAS, MAAA

I NS has reviewed this subm ssion in
its entirety, along with other filing materi al
requested of and received fromAllstate
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| ndemity. The rate filing requested an overal
rate | evel change of plus 15.0 percent.

INS finds that the proposed rate
| evel change of plus 15.0 percent is not
substantiated by the materials received fromthe
conpany. INS finds that a proposed rate |evel
change in an amount no | arger than plus 8.8
percent is substantiated by the filing materi al
recei ved.

DEPUTY COW SSI ONER REED: | s that
your report?

MR MACESIC. That's it.

DEPUTY COW SSI ONER REED: That was
pretty quick, M. Mcesic. Good report. Are
t here any questions fromAllstate on that report?

MR. CLARK: No, sir.

DEPUTY COW SSI ONER REED: There's
no one here fromthe public, so |l will ask a few
guestions. Can you please tell ne what an ACAS
and an MAAA and an FCAS are?

MR MACESI C. Associate of the
Casual ty Actuarial Society, versus a Fell ow of
the Casualty Actuarial Society. And MMAAis a
Menber of the American Acadeny of Actuaries,
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whi ch nmeans we are accredited actuaries.

DEPUTY COW SSI ONER REED:  Ckay.
Al right. | don't have any questions on your
report. You did a great job working with our
rate anal yst and rate assistant director.
appreci ate you doing that, and working with the
Comm ssioner on this file, and al so working with
the Allstate actuary so that we could cone to a
change in the overall indicated rate | evel anount
of, you said, 8.8 percent?

MR MACESIC. No. |It's not |arger
t han plus 8.8 percent.

DEPUTY COW SSI ONER REED:  Ckay.
Not |larger than 8.8 percent. | appreciate your
working with the Departnent and our staff.

MR MACESIC. Thank you.

DEPUTY COW SSI ONER REED: |' m goi ng
to |l eave the record open until -- since there's
nobody here since 6:00, I'monly going to | eave

the record open for another ten mnutes. W'l
cone back, take a ten m nute recess, conme back

If there's no one fromthe public here, we wll
go ahead and cl ose out the hearing. | appreciate
everyone here that was here in attendance.
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Let nme just ask Rhonda a quick
question. As far as procedural, | know you have
it inthe notes, but if you could tell ne, are we
| eaving this open until Friday, the record?

M5. WEST: Yeah. What we'll do,
because in case there was sonething now, we'll
| eave it open until Friday the 23rd, and then we
close it out officially at that point.

DEPUTY COW SSI ONER REED: That's
Rhonda West, regul atory specialist for the
Departnment. That's what we'll do. Take a
ten-mnute recess, and then we'll cone back. |If
no one fromthe public is here at 20 of 7, we
wi || conclude the hearing tonight.

(Briefly off the record)

DEPUTY COW SSI ONER REED:  Ckay.

W' re back on the record. It is now 20 m nutes
to 7. There are no nenbers fromthe public
present, and as our regulatory specialist Rhonda
West stated, we will keep it open for any witten
coments until this Friday at 4:30 p.m

M5. VEST: W' ve not received any
yet.

DEPUTY COW SSI ONER REED:  Yeabh.
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think that's inportant for the record. W
haven't received any conments to date. W
appreci ate the nmenbers of Allstate being here
today, and we appreciate INS for giving their
overview of the filing subm ssion.

So, we will let the record reflect,
again, no public attendance, and we are cl osing
this public session as of now. Thank you all for
com ng.

(Hearing concluded at 6:40 p.m)
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|, JULI ANNE LaBADI A, Regi stered D pl onate
Reporter and Notary Public, do hereby certify
that the foregoing record, pages 1 through 30
inclusive, is a true and accurate transcript of
ny stenographic notes taken on March 20, 2012, in
t he above-captioned matter.

I N WTNESS WHERECF, | have hereunto set ny
hand and seal this 22nd day of March, 2012, at
W I m ngt on.

Jul i anne LaBadi a, RDR, CRR
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; BEFOEFE I:E ;ﬁ:?fom: ONER 1 DelaNarelnngange_Commifssioner, Kgren Weldin
2 Stewart. | will facilitate tonight's public
3 3 information session. Commissioner Stewart will
4 InRe 4 make the ultimate decision to approve or
Z %ﬁ;ﬁ%&%%%QA&O\Pm&W L 5 disapprovethis pr(?posed rate filing.
6  Allstate Indemnity Insurance Company
7 7 hasfiled a private passenger automobile rate
8 8 filing pursuant to Delaware Code Title 18,
9 9 Chapter 25, rates and rating organizations.
10 TRANSCRI PT CF PUBLI C | NFORMATI ON SESSION |1y Al|state indemnity requested an overall rate
i; Deparpent of | nsurance i; Irz\t/eellg\t\elang:aﬁf 15 percent, with an indicated
Dover, Delaware 19904 ge of plus 27 percent.
13 Nargh 20. 2012 13 Allstate indemnity then submitted a
14 EARD BEFORE  GENE REED . Deputy Insurance |14 revisedindicated ratelevel change of plus 26.4
15 Commi ssi oner 15 percent. After questions were asked and
16 APPEARANCES: 16 responded to by the Department and Allstate
17 ED CLARK - Allstate Indemity Conpan i i i i i
ly R T LR e, |17 ey s Ml teceto st
RHONDA WEST - Department of |nsurance
19 19 schedules for an proposed rate level change of
20 20 plus 8.5 percent.
21 21  The purpose of thissessionisfor
22 22 the Department of Insurance to receive comments
23 1330 King Street, Whi'oﬁ‘ ;&oﬁ:—%glRaware 19801 |23 fromthe public to aid in reaching a decision on
24 SM%%Z%M | ? gi oggzﬂ 24 the proposed private passenger automobile rate
Page 2 Page 4
1 DEPUTY COMMISSIONER REED: Good 1 filing.
2 evening. Thisisa public information session, 2 Inreachingitsdecision, the
3 Allstate Indemnity Insurance Company private 3 Department will consider any comments presented
4 passenger automobile ratefiling. Itis Tuesday, 4 heretoday, along with any comment submitted in
5 March 20th, and we are going to start the public 5 writing. The entire record concerning the
6 session, which will befrom 6 to 8 p.m. 6 proposed private passenger automobile rate
7 Wewill let the record reflect that 7 filing, including the transcript of today's
8 at the present time, we have members from 8 session, will be reviewed before any final
9 Allstate that are here, members from INS, members | 9 conclusions are reached.
10 from the DOI, but we currently do not have any 10 Today's session, asyou can seeg, is
11 members from the public present at this meeting. 11 being transcribed by a court reporter. After the
12 Wewill go through this 12 Department receives the typed transcript, the
13 presentation. | will then leave the record open 13 Department will make it available on itsinternet
14 after the parties are finished for another 15 14 website at www.delawareinsurance.gov. Y ou may
15 minutes, so if someone from the public comesback |15 download a copy of the transcript from the
16 in, we will ask the partiesto briefly go through 16 Department's website at that time.
17 and summarizethisagain. And wewill close it 17  If you do not have internet access,
18 out at 6:30, if no one from the public attends. 18 you may view the transcript at the Department's
19  So, were going to get started. 19 officesin Dover and Wilmington, but please call
20 Welcome to the Delaware Insurance Department's |20 to schedule an appointment before visiting the
21 public information session regarding the Allstate 21 Department's offices. Y ou may also submit a
22 Indemnity Insurance Company private passenger 22 request for copies of a particular document by
23 automobilerate filing. My name is Gene Reed. 23 fax or email.
24 1'm the Deputy Insurance Commissioner for the 24  Asexplained earlier, the purpose of
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today's session isto provide a public forum for
anyone to give information or comments concerning
the proposed Allstate Indemnity Insurance Company
private passenger automobile rate filing. Please
address your comments to thistopic only. We ask
that you please be as concise as possible, and
limit your remarks to around 8 minutes.

If you are speaking, we ask that you
include your name on alist of speakersthat is
available at the sign-in table. | hope you have
all signed up and have already indicated that you
wish to speak. If you have not done so, please
do so now.

We also ask that you indicate if you
are speaking on your own behalf or if you are
speaking in any type of representative capacity.
For example, if you are a policyholder of
Allstate Indemnity.

© 00 N O O~ WN P
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posted on the Department's website. The
representatives from Allstate Indemnity will be
speaking first.

MR. CLARK: Good evening, ladies and
gentlemen. Thank you for joining us for the
discussion of our current premium change request
we have pending with the Delaware Department of
Insurance. My nameis Ed Clark. I'm the state
manager for Allstate's Capital Region, which
oversees our business operation for five states,
including herein Delaware.

In my role as state manager, | am
responsible for the product and pricing decisions
that we have for the five-state region, as well
aswork with representatives across al of our
regions, or across all of the states that we
manage, to balance the cost of insurance while
maintaining and making sure we have strong cash

19  Because of theinformal nature of 19 reserves, manage our expenses, as well as fulfill
20 today's session, there will not be any sworn 20 our claims paying responsibilities.
21 testimony. Cross-examination and similar 21 Ourinsurance, in our view, provides
22 questioning of speakers or other representatives 22 customers peace of mind. It restorestheir lives
23 of the parties likewise will not be permitted. 23 inthe event of an unfortunate event, and as well
24 However, you may pose factual 24 asreplacestheir assets, their lossdueto a
Page 6 Page 8
1 questions to the applicants during your oral 1 claimthat we cover. Thisisapromisethat we
2 comments. Following today's session, the 2 live and breathe every day as a company, as
3 Department will require Allstate |ndemnity 3 individualsthat represent Allstate. It'sa
4 Insurance Company to respond in writing to al 4 promise that we intend to keep every day with our
5 questions raised by the Department and public 5 customers.
6 during this session, and will make the responses 6  Weunderstand, in today's economy,
7 available on our website. 7 paying more for your insuranceis not easy for
8  Allstate Indemnity Insurance Company 8 anyone. We also recognize we have a
9 and the Insurance Department's actuary firm, INS 9 responsibility to our customers, our agents, our
10 Consultants, which reviewed the private passenger |10 employees, aswell as the shareholders of the
11 automobile rate filing, have each sent 11 Allstate Insurance Company, that we remain a
12 representatives to contribute to this public 12 safe, strong, and secure company.
13 information session. 13 Wedliketo giveyou alittle
14  Ed Clark, Capital Region state 14 background on the recent premium change request
15 manager, and Wasim Chowdhury, assistant actuary, |15 that we have pending in regards to our Allstate
16 are here on behalf of Allstate Indemnity, and 16 Indemnity Company. First slide.
17 Dave Macesic of INS Consultants, the Department's |17  Just to make sure customers
18 actuary for this matter, will be making 18 understand, we have multiple auto companies here
19 introductory statements. 19 in Delaware. There's various reasons why
20  Their statements are intended to 20 customers would be placed in one company versus
21 givean overview of the private passenger 21 ancther. It may be when you came to Allstate.

N NN
A WDN

automobile rate filing as a preface to the public
comments session. Their statements will be
recorded by the court reporter, and will be

22
23
24

We've opened companies more recently, in the past
10to 12 years.
We have certain companies that only
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1 have specific products available to customers. 1 company wasin July of 2008, which was an overall
2 And aswell asin this circumstance, higher risk 2 decrease of 13.1 percent. The last time we had
3 driversare placed in our Allstate Indemnity 3 any type of increase in overall premium within
4 Company, as opposed to the Allstate Insurance 4 this company goes as far back as December of
5 Company or Allstate Property and Casualty 5 2002.
6 Insurance Company. 6 A couple of additional information
7  Currently, the Allstate Indemnity 7 inregardsto that history. In July of 2008, we
8 Company insures 1238 policyholders. That 8 introduced a new overal pricing plan for the
9 represents 3.4 percent of our overall policiesin 9 Allstate Indemnity Company. Although we had not
10 Delaware, and 4.8 percent of the overall 10 raised premiums for several years, we had seen
11 households that we ensure, 11 our business reduce or |ose customers over time,
12 Higher risk drivers, being defined 12 We had not taken any substantial action in the
13 asthose driversthat either have multiple 13 market, but certainly, what we recognize is our
14 tickets and/or accidents, may have a major 14 competition was overall more attractive than
15 violation of somekind, either a driving under 15 Allstate was during the few years leading up to
16 theinfluence, driving while impaired, reckless 16 2008.
17 driving, et cetera, where they would not be 17  Theoveral pricing plan that we put
18 eligiblefor our preferred or standard auto 18 indid exactly what we had hoped it to do. We
19 insurance company. Aswell asthose customers 19 have been able to grow in the higher risk or
20 who came to Allstate without having prior 20 non-standard auto business at a pretty
21 insurance, making them ineligible for that 21 substantial rate since this rate plan went in.
22 standard insurance company, as well. 22 From 2008 through 2011, our overall
23  What we'd liketo do is give you 23 customer base within this company has tripled.
24 someinformation, as far as what has happened 24 So the 1238 policyholders at a current count
Page 10 Page 12
1 with the cost of insurance, and that our premiums 1 represents three times the level of customers
2 have not been able to keep up with that over 2 prior to thisrating plan being introduced.
3 recent years. Wasim Chowdhury, who managesour | 3 That rate of growth in our industry,
4 actuarial staff, will provide additional 4 and certainly for our company, can come with some
5 information as to why that is, and where some of 5 risk. It appears, at least to us, the rate of
6 the additional costs are, as they've surfaced in 6 growth put additional profitability pressureson
7 recent years, what's causing that need for 7 us. Wasim is going to share some of the
8 additional premium to keep up with the changing 8 information as to where that additional rate
9 costs. 9 pressureiscoming from. We believe this
10  You can aso see here, we did, as 10 compromised rate agreement at 8 and a half
11 Mr. Reed acknowledged, had an origina rate 11 percent putsusin aposition to be much morein
12 filing of a 15 percent average premium increase. 12 line with what the competition offers for an
13 We have worked with representatives from INS 13 overal rate within the higher risk driver
14 Consultantsto arrive at alower overal rate 14 market.
15 level, at 8 and a half percent. 15  Wewant to assure all of our
16  To help customers understand where 16 customers, they will not go through this rate
17 that is, from an average premium standpoint, our 17 changeaone. Our local Delaware Allstate
18 current average six-month premium for an auto 18 agencieswill be fully prepared as to how much a
19 policy inthe Allstate Indemnity Company is$830. |19 customer's premium is going up, the reasons
20 The average proposed increase at 8 and a half 20 behind the rate change, as well as the tools and
21 percent is $70. 21 resources they need to help customers to make
22 Alittlebit of history onrate 22 their insurance more affordable.
23 changes within this company. Thelast timewe 23 There are anumber of different
24 adjusted rates on an overal level for the 24 product features, discounts that are available.
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Wasim is going to take you through, the group
through some of the discounts that are available,
and discount opportunities that would enable
customersto save money, if affordability became
an issue with this recent rate increase, or our
upcoming rate increase.

Our agencies are encouraged, and we
certainly, you know, educate and help them
understand the benefit of a customer renewal
assessment, or a personal policy protection
review, helping customers with both making sure
the policy meets their coverage needs, as well as
affordability, in the event that the premium is
beyond, you know, their ability, or compromises
their ability to pay for their insurance.

Allstate has multiple distribution
support beyond just the local agency. We're
available 24/7 through 1-800-Allstate, as well as
through the web, through Allstate.com. So
customers can get service for their policy
through multiple means, any time of the day they
wish to.

Our renewal notice goes out 40 days
in advance or their renewal, providing customers

11

24

Page 15

We've paid $1.4 million in State
taxes, and in Delaware, the Allstate Foundation
has provided 26,000 in support of nonprofits to
service the state.

So, in closing, we are absolutely
committed to our customers and small business
owners, the local Allstate agency. On behalf of
the corporation, we want to thank all of our
customers for the opportunity to service their
business needs, and anyone who had the
opportunity to come this evening, to hear more
information about the rate change that we have
currently pending with the state.

And now at thistime, I'd like to
turn the information over to Wasim Chowdhury, who
is going to take you more in depth regarding the
specific change that we have with the state.

MR. CHOWDHURY: Okay. Thanksfor
the overview, Ed. As Ed mentioned, my nameis
Wasim Chowdhury, and my team manages the rates
for Allstate Indemnity in the state of Delaware.

I'd like to begin by providing a
brief overview about the process we followed to
understand if we need to adjustment premiumes.

© 0O NO OB~ WN P
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the opportunity to review their policy, make any
necessary changes, again, around the
affordability. Aswell asif some customers, you
know, want to review whether the competition or
other companies may have an opportunity to help
them save money or have a policy that better
suits their needs.

We have worked very closely with the
Commissioner, her staff, aswell asINS
Consultants, in regards to this compromise change
of 8 and a half percent. We're comfortableit
helps us get our overall premium level more
adequate, while also recognizing that it helps
our customers from an affordability standpoint to
remain within the Allstate Indemnity Company.

Allstate has along and proud
tradition of serving customers and businessesin
the state of Delaware. We insure over 27,600
autos, 19,200 homes in the state. 1n 2010, the
most recent year that our claims data has been
available to us, we paid over $22.8 millionin
claims. We'veinvested over 10.8 millionin
business-to-business spending, and invested
nearly $460 million in municipal bonds.

© 00 N O O~ WN P
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Soin general, our goa isto ensure
that the premium we chargein Allstate's
Indemnity Company across Delaware is sufficient
to cover al of our losses and expenses,
including the claim payouts to our customers. We
carefully examine historical information to
predict our future inflows, which you can
consider premium, and future outflows, which you
can consider our claims and expenses.

In the state of Delaware's indemnity
book of business, data shows that our future
outflow are expected to be greater than the
premium we expect to collect, which iswhy we
have proposed arate change.

As Ed also noted, our losses have
considerably increased over the past few years as
our business hasincreased. 1'd like to direct
your atention to slide 3, which clearly
demonstrates that as our business has increased,
so have our losses and expenses relative to
premium. Compared to 2008, our losses and
expenses have increased approximately 25 to 30
percent in comparison to the premium we're
receiving. Thisanaysisindicated we needed to
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1 adjust rates to keep up with our expenses and 1 Commissioner.
2 clams. 2 | want to reiterate that the premium
3  Thenext question we needed to 3 changes are taken very, very seriously by
4 answer was how do we adjust individual ratesto 4 Allstate, and we fully understand the impact of
5 arrive at the proper average premium that 5 these changes on our customers. It's equally
6 balances our inflows and our outflows. 6 important to understand that we must carefully
7 Asyou know, different customers 7 balance our premium inflows with our expected
8 have different expected losses. For example, an 8 costs, to ensure that we make good on our promise
9 inexperienced 16-year-old driver is expected to 9 to our customers.
10 have higher losses than a 35-year-old driver with 10  Thank you for your time this
11 many years of driving experience. 11 evening, and | will hand the floor back to Ed.
12 My team did additional analysisto 12 MR.CLARK: Actualy, that's our
13 determine which groups of drivers needed to be 13 closing for now. Again, we appreciate
14 adjusted to better reflect their expected loss. 14 everyone's, you know, hearing the information in
15 Based on our analysis, we found that the single 15 regardsto our situation with the current
16 vehicle, non-homeowner, liability-coverage-only 16 company. We appreciate the opportunity to share
17 customers necessitated an increase higher than 17 our experience, and certainly value our
18 average, to match their higher expected loss. 18 customers continued support and appreciation of,
19  Onthe other hand, the multi-car 19 you know, doing business with Allstate. Thank
20 homeowners with full coverage will see alower 20 you.
21 than average increase with this change, because 21 DEPUTY COMMISSIONER REED: Thank you
22 of their lower expected costs. 22 for your comments. Beforewegoto INS, | do
23 About 20 percent of our business 23 have acouple of questions. I'm not an actuary,
24 will actually see a decrease with the premium 24 s0 canyou -- you said -- and maybe | heard you
Page 18 Page 20
1 change, while about 27 percent will see an 1 wrong. You said premium enclosed premium
2 increase greater than 20 percent due to the 2 outflow?
3 higher expected losses. 3 MR.CHOWDHURY: Premium inflows and
4  Weunderstand that increasing rates 4 outflows.
5 on customers can be challenging, but Allstate 5 DEPUTY COMMISSIONER REED: Oh,
6 provides many Discount options to help customers 6 inflow.
7 lower their costs. 7 MR.CHOWDHURY: Yes. The premium
8 Ondlide4, youcan seeal of the 8 collected isinflow to the company.
9 available discounts Allstate offerstoits 9 DEPUTY COMMISSIONER REED: Got you.
10 customers. On dlide 5, I've highlighted a few of 10 Just wanted to make sure | understood you. The
11 them specifically that customers can consider as 11 other question | haveis the premium swing. When
12 optionsto lower their rates. 12 | looked at the graph that you had provided on
13 TheAllstate easy pay plan discount 13 thefile, you had -- you said roughly 20 percent
14 applieswhen the policy is paid through the 14 of the people will get 20 percent or more?
15 Allstate easy pay plan, which means automatic 15 MR.CHOWDHURY: 27 percent of the
16 withdrawal from one's checking account. 16 customerswill see an increase greater than 20
17  Next, the homeownership discount 17 percent.
18 applies when the named insured and/or spouseowns |18 DEPUTY COMMISSIONER REED: Greater
19 ahome, townhome, condominium, or mobile home. |19 than 20 percent. Overall, when | looked at that,
20  Next, the defensive driver discount 20 it appeared that 39 percent of the policyholder
21 applieswhen an operator receives a certificate 21 basewould see at least 10 percent, or a double
22 certifying voluntary attendance and successful 22 digit increase or greater.
23 completion of an accident prevention course or 23  MR.CHOWDHURY': Okay.
24 motorcyclerider course approved by the Insurance |24 DEPUTY COMMISSIONER REED: You aso
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1 havethat on the other side of the pendulum, the 1 injury, property damage, personal injury
2 swing of the decreases, aswell. When | looked 2 protection, and uninsured motorist coverage,
3 at the 10 percent, let's say the 10 percent to 20 3 they're the ones who are on the higher end of
4 percent. Those that are getting 20 percent or 4 that distribution.
5 more are considered very high risk? They're the 5 Andthen ontheflip side, the rates
6 ones getting that increase? Or isit comingin 6 compared to average have gone down for the
7 those zip codes, or in those areas? 7 customers who have multiple cars, who own ahome,
8 I'mtrying to establish like the -- 8 and have more than just the liability coverage,
9 to me, when | looked at that, it appeared that 9 which includes collision coverage and
10 I'm getting a 10 percent increase even if I'm one 10 comprehensive coverage.
11 of your good substandard drivers -- if there's 11 So, multiple factors ultimately
12 such athing as a good substandard driver -- but 12 resultinthefinal rate. We are touching
13 I'm getting a 10 percent increase because I'm in 13 multiple factors. And it just depends on your
14 thiszip code. 14 characteristics, and if you happen to, for each
15 MR.CHOWDHURY: Okay. 15 characteristic, be on the end where the rates are
16 DEPUTY COMMISSIONER REED: Or I'min |16 increasing, when you put that all together,
17 thisarea, maybe where you have more higher 17 you're going to see the larger than average
18 claims or something. Can you explain that? 18 increase.
19 MR.CHOWDHURY: Sure. Soweare 19 Butagain, ontheflip side, if
20 touching and updating the rates for multiple 20 you're acustomer that is on the better side of
21 rating plans. And arating planisessentialy 21 each characteristic that we're updating, then
22 one piece that goesinto determining your final 22 you'll see --
23 rate. So different factorsthat go into 23 DEPUTY COMMISSIONER REED: A
24 determining your rate are your age, where you 24 decrease?
Page 22 Page 24
1 live, your accident history, violation history. 1 MR.CLARK: Andtheway we view
2 So there are multiple factors that ultimately 2 that, Gene, from a business perspective, is by
3 determine the final rate. 3 getting to the most accurate rate even at an
4  We are updating the rates for many 4 individual customer group around the
5 of thoserating plans. Territory isactually one 5 characteristics that Wasim described. That way,
6 rating plan that we are not updating. So all 6 the customers whose performance is better than
7 elseequal, two customersin different 7 their current rate, that they have an opportunity
8 territories should not see a different rate 8 to save money, or potentialy pay lessthan the
9 change. Assuming al else equal. Same exact 9 averagerate that they have.
10 risk profile, one maybein Wilmington, onemaybe |10  If we-- if our pursuit isto try to
11 inDover. But aslong asthey are the same exact 11 minimize the overall experience within the book,
12 risk otherwise, there should not be a difference 12 wewould try to center more of the, you know,
13 inrate. 13 overdl rate change around the -- you know, the
14  However, | did mention that we are 14 eight and a half percent within this change that
15 updating the factors for other characteristics. 15 we're making here.
16 And so, you do have that swing, since there are 16  Wethink that's, you know, not in
17 many factors that are being updated, to the 17 the best interests of a good percentage of our
18 extent that you're a customer that is getting the 18 overall customer group. And that would be a
19 increase due to multiple factors, you're going to 19 group that we would hope to have the opportunity
20 be on the higher end of the histogram on the rate 20 toretain, aswell as, you know, grow within this
21 changedistribution. 21 book of business. We certainly want to grow in
22 Soonaverage, it seemsthat the 22 the other segments, but not at the current rate
23 single vehicle, the ones who do not own a home, 23 level that we charge. We need a more adequate
24 and only have liability coverage, so your bodily 24 premiumto be ableto doit. And that's what
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1 creates what we refer to as spread within the 1 Indemnity. Therate filing requested an overall
2 overdl ratelevel. 2 ratelevel change of plus 15.0 percent.
3 DEPUTY COMMISSIONER REED: Okay. 3  INSfindsthat the proposed rate
4 Thank you. Onelast question. Credit score, as 4 level change of plus 15.0 percent is not
5 you know, is used for new policyholders, not 5 substantiated by the materials received from the
6 existing policyholders, under Delaware law. If 6 company. INSfindsthat a proposed rate level
7 someone were to come to Allstate and had avery 7 change in an amount no larger than plus 8.8
8 clean record, but had a very poor credit score 8 percent is substantiated by the filing material
9 rating, would they go to the substandard company, 9 received.
10 or could they also be written in the -- the 10 DEPUTY COMMISSIONER REED: Isthat
11 better, or however -- 11 your report?
12 MR.CLARK: Yeah. Wedo not have 12 MR.MACESIC: That'sit.
13 any underwriting guideline in regards to your 13 DEPUTY COMMISSIONER REED: That was
14 credit score herein Delaware. So a customer for 14 pretty quick, Mr. Macesic. Good report. Are
15 all other perspective qualifies for the 15 there any questions from Allstate on that report?
16 Allstate -- today it'sthe Allstate Property and 16 MR.CLARK: No, sir.
17 Casualty Company, which is our standard auto 17 DEPUTY COMMISSIONER REED: There's
18 company, they would not be in any way restricted 18 no one here from the public, so | will ask afew
19 or required to pay more, or be placed in a higher 19 questions. Can you pleasetell mewhat an ACAS
20 risk auto company. 20 and an MAAA and an FCAS are?
21 DEPUTY COMMISSIONER REED: Okay. 21  MR.MACESIC: Associate of the
22  MR.CLARK: Wedon't have any 22 Casualty Actuarial Society, versus a Fellow of
23 guidelines, and we believe that's in accordance 23 the Casualty Actuarial Society. And MAAA isa
24 with what we'd be asked to do here in the state. 24 Member of the American Academy of Actuaries,
Page 26 Page 28
1 DEPUTY COMMISSIONER REED: Very 1 which means we are accredited actuaries.
2 good. Thank you. INS. 2 DEPUTY COMMISSIONER REED: Okay.
3 MR.MACESIC: Okay. INS 3 Allright. | don't have any questions on your
4 Consultants, Inc., has been retained by the 4 report. You did agreat job working with our
5 Delaware Department of Insurance to conduct an 5 rate analyst and rate assistant director. |
6 independent actuarial review of Allstate 6 appreciate you doing that, and working with the
7 Indemnity Company's private passenger automobile | 7 Commissioner on thisfile, and also working with
8 ratefiling that was submitted on November 14th, 8 the Allstate actuary so that we could cometo a
9 2011 9 changein the overall indicated rate level amount
10 Thescopeincludesareview of the 10 of, you said, 8.8 percent?
11 filings submitted by Allstate Indemnity, an 11  MR.MACESIC: No. It'snot larger
12 evauation of the key assumptions contained in 12 than plus 8.8 percent.
13 the company'srate level analysis, and the 13 DEPUTY COMMISSIONER REED: Okay.
14 independent development of an indicated rate 14 Not larger than 8.8 percent. | appreciate your
15 level change. 15 working with the Department and our staff.
16  Theratefiling was submitted by 16 MR.MACESIC: Thank you.
17 Rick Wisniewski, associate state filings director 17 DEPUTY COMMISSIONER REED: I'm going
18 of Allstate Indemnity. Thisreview was conducted |18 to leave the record open until -- since there's
19 by David J. Macesic, ACAS, MAAA, and key elements |19 nobody here since 6:00, I'm only going to leave
20 of thisreview were peer reviewed by Robert W. 20 therecord open for another ten minutes. Wel'll
21 Gardner, FCAS, MAAA. 21 come back, take a ten minute recess, come back.
22 INShasreviewed this submission in 22 If there's no one from the public here, we will
23 itsentirety, along with other filing material 23 go ahead and close out the hearing. | appreciate
24 requested of and received from Allstate 24 everyone here that was here in attendance.

Wilcox & Fetzer Ltd.

www.wilfet.com

(302) 655-0477 (7) Pages25-28





The State of Delaware

I nsurance Commissioner

Public Hearing

In Re: Allstate Automobile Rate Filing
Mar ch 20, 2012

Page 29

Let mejust ask Rhonda a quick
question. Asfar as procedural, | know you have
it in the notes, but if you could tell me, are we
leaving this open until Friday, the record?

MS. WEST: Yeah. What we'll do,
because in case there was something now, we'll
leave it open until Friday the 23rd, and then we
closeit out officially at that point.

DEPUTY COMMISSIONER REED: That's
Rhonda West, regulatory specialist for the
Department. That'swhat we'll do. Take a
ten-minute recess, and then we'll come back. If
no one from the public is here at 20 of 7, we
will conclude the hearing tonight.

(Briefly off the record)

DEPUTY COMMISSIONER REED: Okay.
We're back on therecord. It isnow 20 minutes
to 7. There are no members from the public
present, and as our regulatory specialist Rhonda
West stated, we will keep it open for any written

21 comments until this Friday at 4:30 p.m.

22  MS. WEST: We've not received any

23 yet.

24 DEPUTY COMMISSIONER REED: Yeah. |
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1 think that'simportant for the record. We
2 haven't received any commentsto date. We
3 appreciate the members of Allstate being here
4 today, and we appreciate INS for giving their
5 overview of the filing submission.
6  So, wewill let the record reflect,
7 again, no public attendance, and we are closing
8 this public session as of now. Thank you al for
9 coming.

10  (Hearing concluded at 6:40 p.m.)
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DEPUTY COW SSI ONER REED: Good
evening. This is a public informati on sessi on,
Al l state I ndemmity |Insurance Conpany private
passenger autonobile rate filing. It is Tuesday,
March 20th, and we are going to start the public
session, which will be from®6 to 8 p. m
W will et the record reflect that
at the present tinme, we have nenbers from
Al l state that are here, nenbers fromINS, nenbers
fromthe DO, but we currently do not have any
menbers fromthe public present at this neeting.
W will go through this
presentation. | will then | eave the record open
after the parties are finished for another 15
m nutes, so if soneone fromthe public cones back
in, we wll ask the parties to briefly go through
and summari ze this again. And we wll close it
out at 6:30, if no one fromthe public attends.
So, we're going to get started.
Wl cone to the Del aware | nsurance Departnent's
public informati on session regarding the Al state
I ndemmity | nsurance Conpany private passenger
autonobile rate filing. M nane is Gene Reed.

' mthe Deputy | nsurance Conm ssioner for the
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Del awar e | nsurance Conm ssioner, Karen Wl din
Stewart. | will facilitate tonight's public

I nformati on session. Conmm ssioner Stewart w |
make the ultimate deci sion to approve or

di sapprove this proposed rate filing.

Al l state I ndemity | nsurance Conpany
has filed a private passenger autonobile rate
filing pursuant to Del aware Code Title 18,
Chapter 25, rates and rating organi zati ons.

Al l state indemmity requested an overall rate
| evel change of 15 percent, with an indicated
rate | evel change of plus 27 percent.

Al l state indemmity then submtted a
revised indicated rate | evel change of plus 26.4
percent. After questions were asked and
responded to by the Departnent and All state
I ndemmity actuaries, Allstate intends to submt a
filing anendnent with revised detailed rate
schedul es for an proposed rate | evel change of
plus 8.5 percent.

The purpose of this session is for
the Departnent of |Insurance to receive comments
fromthe public to aid in reaching a deci sion on

t he proposed private passenger autonpbile rate
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filing.

In reaching its decision, the
Departnent wll consider any comments presented
here today, along with any comment submitted in
witing. The entire record concerning the
proposed private passenger autonobile rate
filing, including the transcript of today's
session, wll be reviewed before any final
concl usi ons are reached.

Today's session, as you can see, is
bei ng transcri bed by a court reporter. After the
Departnent receives the typed transcript, the
Departnent will make it available on its internet
websi te at www. del awar ei nsurance. gov. You nay
downl oad a copy of the transcript fromthe
Departnent's website at that tine.

If you do not have internet access,
you may view the transcript at the Departnent's
offices in Dover and WI m ngton, but please call
to schedul e an appoi ntnent before visiting the
Departnent's offices. You may al so submt a
request for copies of a particular docunent by
fax or e-mail.

As expl ai ned earlier, the purpose of

.
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today's session is to provide a public forumfor
anyone to give informati on or comments concerni ng
the proposed Allstate I ndemmity | nsurance Conpany
private passenger autonobile rate filing. Please
address your comments to this topic only. W ask
t hat you pl ease be as conci se as possi ble, and
limt your remarks to around 8 m nutes.

If you are speaking, we ask that you
I ncl ude your nane on a list of speakers that is
avail able at the sign-in table. | hope you have
all signed up and have already indicated that you
w sh to speak. [|If you have not done so, pl ease
do so now.

We al so ask that you indicate if you
are speaking on your own behalf or if you are
speaking in any type of representati ve capacity.
For exanple, if you are a policyhol der of
Al l state I ndemmity.

Because of the informal nature of
today's session, there wll not be any sworn
testi nony. Cross-exam nation and siml ar
questioni ng of speakers or other representatives
of the parties likewse wll not be permtted.

However, you may pose fact ual
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questions to the applicants during your oral
comments. Follow ng today's session, the
Departnment wll require Allstate Indemity

| nsurance Conpany to respond in witing to all
questions raised by the Departnent and public
during this session, and will make the responses
avai | abl e on our website.

Al l state I ndemity | nsurance Conpany
and the I nsurance Departnent's actuary firm |INS
Consultants, which reviewed the private passenger
autonobile rate filing, have each sent
representatives to contribute to this public
I nformati on sessi on.

Ed C ark, Capital Region state
manager, and Wasi m Chowdhury, assistant actuary,
are here on behalf of Allstate Indemity, and
Dave Macesic of INS Consultants, the Departnent's
actuary for this matter, wll be maki ng
I ntroductory statenents.

Their statenents are intended to

gi ve an overview of the private passenger

autonobile rate filing as a preface to the public
comments session. Their statenents wll be
recorded by the court reporter, and will be

.
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posted on the Departnent's website. The
representatives fromAlIlstate I ndemity wll be
speaking first.

MR CLARK: Good evening, |adies and
gentl enen. Thank you for joining us for the
di scussi on of our current prem um change request
we have pending with the Del aware Departnent of
| nsurance. M nane is Ed d ark. l'mthe state
manager for Allstate's Capital Region, which
over sees our business operation for five states,

I ncl udi ng here i n Del anar e.

In nmy role as state manager, | am
responsi ble for the product and pricing decisions
that we have for the five-state region, as well
as work with representatives across all of our
regions, or across all of the states that we
manage, to bal ance the cost of insurance while
mai nt ai ni ng and nmaki ng sure we have strong cash
reserves, nmanage our expenses, as well as fulfill
our clains paying responsibilities.

Qur insurance, in our view, provides
custoners peace of mnd. It restores their lives
in the event of an unfortunate event, and as wel |l

as replaces their assets, their |loss due to a

.
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claimthat we cover. This is a promse that we
live and breathe every day as a conpany, as

I ndi vidual s that represent Allstate. It's a
prom se that we intend to keep every day wth our
cust omrer s.

We understand, in today's econony,
payi ng nore for your insurance is not easy for
anyone. W al so recogni ze we have a
responsibility to our custonmers, our agents, our
enpl oyees, as well as the sharehol ders of the
Al l state | nsurance Conpany, that we renain a
safe, strong, and secure conpany.

W'd like to give you a little
background on the recent prem um change request
that we have pending in regards to our Al state
| ndemmi ty Conpany. First slide.

Just to make sure custoners
under stand, we have multi ple auto conpani es here
in Delaware. There's various reasons why
custoners woul d be placed in one conpany versus
another. It nay be when you cane to Allstate.
W' ve opened conpanies nore recently, in the past
10 to 12 years.

We have certain conpanies that only

.
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have specific products avail able to custoners.
And as well as in this circunstance, higher risk
drivers are placed in our Allstate Indemity
Conpany, as opposed to the Allstate | nsurance
Conpany or Allstate Property and Casualty
| nsurance Conpany.

Currently, the Allstate I ndemmity
Conpany i nsures 1238 policyholders. That
represents 3.4 percent of our overall policies in
Del aware, and 4.8 percent of the overall
househol ds t hat we ensure.

Hi gher risk drivers, being defined
as those drivers that either have multiple
ti ckets and/or accidents, nay have a nmj or
vi ol ation of sonme kind, either a driving under
the i nfluence, driving while inpaired, reckless
driving, et cetera, where they would not be
eligible for our preferred or standard auto
I nsurance conpany. As well as those custoners
who cane to Allstate w t hout having prior
I nsurance, nmaking themineligible for that
standard i nsurance conpany, as well.

What we'd |like to do is give you

sone information, as far as what has happened

.
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wth the cost of insurance, and that our prem ums
have not been able to keep up with that over
recent years. Wasi m Chowdhury, who nmanages our
actuarial staff, will provide additional
information as to why that is, and where sone of
the additional costs are, as they've surfaced in
recent years; what's causing that need for

addi tional premumto keep up wth the changi ng
costs.

You can al so see here, we did, as
M. Reed acknow edged, had an original rate
filing of a 15 percent average prem um i ncrease.
W have worked with representatives fromINS
Consultants to arrive at a |ower overall rate
| evel, at 8 and a half percent.

To hel p custoners understand where
that is, froman average prem um standpoi nt, our
current average six-nonth prem umfor an auto
policy in the Allstate Indemity Conpany is $830.
The average proposed increase at 8 and a half
percent is $70.

Alittle bit of history on rate
changes within this conpany. The last tine we

adj usted rates on an overall |evel for the

.
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conpany was in July of 2008, which was an over al
decrease of 13.1 percent. The last tinme we had
any type of increase in overall premumwthin
this conpany goes as far back as Decenber of
2002.

A coupl e of additional infornmation
In regards to that history. In July of 2008, we
I ntroduced a new overall pricing plan for the
Al l state I ndemmity Conpany. Although we had not
rai sed prem uns for several years, we had seen
our busi ness reduce or | ose custoners over tinme.
We had not taken any substantial action in the
mar ket, but certainly, what we recognize is our
conpetition was overall nore attractive than
Al l state was during the few years leading up to
2008.

The overall pricing plan that we put
in did exactly what we had hoped it to do. W
have been able to grow in the higher risk or
non- standard auto business at a pretty
substantial rate since this rate plan went in.

From 2008 t hrough 2011, our overal
custonmer base within this conmpany has tri pl ed.

So the 1238 policyholders at a current count

.
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represents three tines the | evel of custoners
prior to this rating plan being introduced.

That rate of growh in our industry,
and certainly for our conpany, can cone wth sone
risk. It appears, at least to us, the rate of
grow h put additional profitability pressures on
us. Wasimis going to share sone of the
information as to where that additional rate
pressure is comng from W believe this
conprom sed rate agreenent at 8 and a half
percent puts us in a position to be nuch nore in
line with what the conpetition offers for an
overall rate within the higher risk driver
mar ket .

W want to assure all of our
custonmers, they will not go through this rate
change alone. Qur |ocal Delaware Allstate
agencies will be fully prepared as to how nuch a
custoner's premumis going up, the reasons
behi nd the rate change, as well as the tools and
resources they need to help custoners to nake
their i1 nsurance nore affordable.

There are a nunber of different

product features, discounts that are avail abl e.

.
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Wasimis going to take you through, the group

t hrough sone of the discounts that are avail abl e,
and di scount opportunities that woul d enabl e
custoners to save noney, if affordability becane
an issue with this recent rate increase, or our
upcom ng rate increase.

Qur agenci es are encouraged, and we
certainly, you know, educate and hel p t hem
under stand the benefit of a custoner renewal
assessnent, or a personal policy protection
revi ew, hel ping custoners wth both naking sure
the policy neets their coverage needs, as well as
affordability, in the event that the premumis
beyond, you know, their ability, or conprom ses
their ability to pay for their insurance.

Al l state has nultiple distribution
support beyond just the | ocal agency. W're
avai | abl e 24/ 7 through 1-800-Allstate, as well as
t hrough the web, through Allstate.com So
custoners can get service for their policy
through multiple neans, any tine of the day they
W sh to.

Qur renewal notice goes out 40 days

I n advance or their renewal, providing custoners

.
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the opportunity to review their policy, make any
necessary changes, again, around the
affordability. As well as if sone custoners, you
know, want to review whether the conpetition or
ot her conpani es may have an opportunity to help

t hem save noney or have a policy that better
suits their needs.

We have worked very closely wth the
Conmm ssioner, her staff, as well as INS
Consultants, in regards to this conprom se change
of 8 and a half percent. W're confortable it
hel ps us get our overall premum/level nore
adequate, while also recognizing that it hel ps
our custoners froman affordability standpoint to
remain within the Allstate I ndemity Conpany.

Al l state has a | ong and proud
tradition of serving custoners and busi nesses in
the state of Del aware. W insure over 27,600
autos, 19,200 hones in the state. |In 2010, the
nost recent year that our clains data has been
avai l able to us, we paid over $22.8 nmillion in
clains. W've invested over 10.8 mllion in
busi ness-t o- busi ness spendi ng, and i nvested

nearly $460 million in municipal bonds.

.
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We've paid $1.4 nmillion in State
taxes, and in Delaware, the Al state Foundati on
has provided 26,000 in support of nonprofits to
service the state.

So, in closing, we are absolutely
commtted to our custoners and small busi ness
owners, the local Allstate agency. On behalf of
the corporation, we want to thank all of our
custoners for the opportunity to service their
busi ness needs, and anyone who had t he
opportunity to cone this evening, to hear nore
I nfornmati on about the rate change that we have
currently pending with the state.

And now at this tinme, I'd like to
turn the informati on over to Wasi m Chowdhury, who
Is going to take you nore in depth regardi ng the
speci fic change that we have with the state.

MR. CHOADHURY: Okay. Thanks for
the overview, Ed. As Ed nentioned, ny nane is
Wasi m Chowdhury, and ny team nanages the rates
for Allstate Indemity in the state of Del aware.

I'd like to begin by providing a
brief overview about the process we followed to

understand if we need to adjustnent prem uns.

.
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So in general, our goal is to ensure
that the premumwe charge in Allstate's
I ndemmi ty Conpany across Del aware is sufficient
to cover all of our | osses and expenses,

I ncl udi ng the claimpayouts to our custoners. W
carefully exam ne historical infornmation to
predi ct our future inflows, which you can

consi der premium and future outflows, which you
can consi der our clains and expenses.

In the state of Delaware's indemity
book of business, data shows that our future
outfl ow are expected to be greater than the
prem um we expect to collect, which is why we
have proposed a rate change.

As Ed al so noted, our | osses have
consi derably increased over the past few years as
our business has increased. 1|1'd like to direct
your attention to slide 3, which clearly
denonstrates that as our business has increased,
so have our | osses and expenses relative to
prem um Conpared to 2008, our | osses and
expenses have increased approximately 25 to 30
percent in conparison to the premumwe're

receiving. This analysis indicated we needed to

.
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adjust rates to keep up wth our expenses and
cl ai ns.

The next question we needed to
answer was how do we adjust individual rates to
arrive at the proper average prem um t hat
bal ances our inflows and our outfl ows.

As you know, different custoners
have different expected | osses. For exanple, an
I nexperienced 16-year-old driver is expected to
have hi gher | osses than a 35-year-old driver with
many years of driving experience.

My team did additional analysis to
determ ne which groups of drivers needed to be
adjusted to better reflect their expected | oss.
Based on our analysis, we found that the single
vehi cl e, non-homeowner, liability-coverage-only
custoners necessitated an i ncrease hi gher than
average, to match their hi gher expected | oss.

On the other hand, the nmulti-car
honeowners with full coverage wll see a | ower
t han average increase wth this change, because
of their | ower expected costs.

About 20 percent of our business

wll actually see a decrease with the prem um

.
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change, whil e about 27 percent wll see an
I ncrease greater than 20 percent due to the
hi gher expected | osses.

We understand that increasing rates
on custoners can be chall enging, but Allstate
provi des many Di scount options to help custoners
| ower their costs.

On slide 4, you can see all of the
avai | abl e di scounts Allstate offers to its
custonmers. On slide 5, |I've highlighted a few of
them specifically that custoners can consider as
options to |lower their rates.

The All state easy pay plan di scount
applies when the policy is paid through the
Al l state easy pay plan, which neans automatic
w t hdrawal from one's checki ng account.

Next, the honeownershi p di scount
appli es when the naned i nsured and/ or spouse owns
a hone, townhone, condom nium or nobile hone.

Next, the defensive driver discount
appli es when an operator receives a certificate
certifying voluntary attendance and successf ul
conpl eti on of an acci dent preventi on course or

not orcycl e rider course approved by the I nsurance

.

‘ l&&i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com






© 00 N o o b~ w DD

N NN NN R R R R R R R R R R
A W N P O © 00 ~N O U M W N B O

Public Hearing 19

Conmi ssi oner.

| want to reiterate that the prem um
changes are taken very, very seriously by
Allstate, and we fully understand the inpact of
t hese changes on our custoners. |It's equally
I mportant to understand that we nust carefully
bal ance our premuminflows wth our expected
costs, to ensure that we nmake good on our prom se
to our custoners.

Thank you for your tine this
evening, and I wll hand the floor back to Ed.

MR. CLARK: Actually, that's our
closing for now. Again, we appreciate
everyone's, you know, hearing the information in
regards to our situation with the current
conpany. W appreciate the opportunity to share
our experience, and certainly val ue our
custonmers' conti nued support and appreciati on of,
you know, doing business with Allstate. Thank
you.

DEPUTY COW SSI ONER REED: Thank you
for your conments. Before we go to INS, | do
have a couple of questions. |'mnot an actuary,

SO can you -- you said -- and nmaybe | heard you

.
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wong. You said prem um enclosed prem um

out f | ow?

MR. CHOADHURY: Prem um i nfl ows and
out f | ows.

DEPUTY COWM SSI ONER REED: Oh,
I nfl ow.

MR. CHOADHURY: Yes. The prem um
collected is inflow to the conpany.

DEPUTY COWM SSI ONER REED: Got you.
Just wanted to make sure | understood you. The
ot her question | have is the prem umsw ng. Wen
I 1 ooked at the graph that you had provi ded on
the file, you had -- you said roughly 20 percent
of the people wll get 20 percent or nore?

MR. CHOADHURY: 27 percent of the
custoners will see an increase greater than 20
per cent .

DEPUTY COWM SSI ONER REED: G eat er
than 20 percent. Overall, when | | ooked at that,
It appeared that 39 percent of the policyhol der
base woul d see at | east 10 percent, or a double
digit increase or greater.

MR, CHOADHURY: Ckay.

DEPUTY COW SSI ONER REED: You al so

.
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have that on the other side of the pendulum the
sw ng of the decreases, as well. Wen | | ooked
at the 10 percent, let's say the 10 percent to 20
percent. Those that are getting 20 percent or
nore are considered very high risk? They're the
ones getting that increase? O is it comng in
those zip codes, or in those areas?

I'"'mtrying to establish |ike the --
to me, when | | ooked at that, it appeared that
I'"'mgetting a 10 percent increase even if |I'm one
of your good substandard drivers -- if there's
such a thing as a good substandard driver -- but
I'"mgetting a 10 percent increase because |I'min
this zip code.

MR, CHOADHURY: Ckay.

DEPUTY COW SSI ONER REED: O I'min
this area, maybe where you have nore hi gher
clainms or sonething. Can you explain that?

MR CHOADHURY: Sure. So we are
touchi ng and updating the rates for nultiple
rating plans. And a rating plan is essentially
one piece that goes into determ ning your final
rate. So different factors that go into

determ ni ng your rate are your age, where you

.
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i ve, your accident history, violation history.
So there are nmultiple factors that ultimtely
determ ne the final rate.

We are updating the rates for many
of those rating plans. Territory is actually one
rating plan that we are not updating. So all
el se equal, two custoners in different
territories should not see a different rate
change. Assunming all else equal. Sane exact
risk profile, one maybe in WI m ngton, one nmaybe
in Dover. But as long as they are the sane exact
ri sk otherw se, there should not be a difference
in rate.

However, | did nention that we are
updating the factors for other characteristics.
And so, you do have that swi ng, since there are
many factors that are being updated, to the
extent that you're a custoner that is getting the
I ncrease due to nultiple factors, you're going to
be on the higher end of the histogramon the rate
change di stri buti on.

So on average, it seens that the
single vehicle, the ones who do not own a hone,

and only have liability coverage, so your bodily

.
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I njury, property danmage, personal injury
protection, and uni nsured notori st coverage,
they're the ones who are on the hi gher end of
that distribution.

And then on the flip side, the rates
conpared to average have gone down for the
custoners who have nultiple cars, who own a hone,
and have nore than just the liability coverage,
whi ch i ncludes collision coverage and
conpr ehensi ve cover age.

So, nultiple factors ultimtely
result in the final rate. W are touching
multiple factors. And it just depends on your
characteristics, and if you happen to, for each
characteristic, be on the end where the rates are
I ncreasi ng, when you put that all together,
you're going to see the | arger than average
I ncr ease.

But again, on the flip side, if
you're a custoner that is on the better side of
each characteristic that we're updating, then
you'll see --

DEPUTY COW SSI ONER REED: A

decr ease?

.
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MR CLARK: And the way we view
that, Gene, from a business perspective, is by
getting to the nost accurate rate even at an
I ndi vi dual custoner group around the
characteristics that Wasi mdescri bed. That way,
the custoners whose perfornmance is better than
their current rate, that they have an opportunity
to save noney, or potentially pay |less than the
average rate that they have.

If we -- if our pursuit is totry to
mnimze the overall experience wthin the book,
we would try to center nore of the, you know,
overall rate change around the -- you know, the
eight and a half percent within this change that
we' re nmaki ng here.

W think that's, you know, not in
the best interests of a good percentage of our
overall custoner group. And that would be a
group that we would hope to have the opportunity
to retain, as well as, you know, grow wthin this
book of business. W certainly want to grow in
the ot her segnents, but not at the current rate
| evel that we charge. W need a nore adequate

premumto be able to do it. And that's what

.
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creates what we refer to as spread within the
overall rate | evel.

DEPUTY COW SSI ONER REED: Ckay.
Thank you. One last question. OCredit score, as
you know, is used for new policyhol ders, not
exi sting policyhol ders, under Del aware | aw. |
soneone were to cone to Allstate and had a very
cl ean record, but had a very poor credit score
rati ng, would they go to the substandard conpany,
or could they also be witten in the -- the
better, or however --

MR. CLARK: Yeah. W do not have
any underwiting guideline in regards to your
credit score here in Delaware. So a custoner for
all other perspective qualifies for the
Allstate -- today it's the Allstate Property and
Casual ty Conpany, which is our standard auto
conpany, they would not be in any way restricted
or required to pay nore, or be placed in a higher
ri sk auto conpany.

DEPUTY COW SSI ONER REED: Ckay.

MR CLARK: W don't have any
gui del i nes, and we believe that's in accordance

wth what we'd be asked to do here in the state.

.
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DEPUTY COW SSI ONER REED: Very
good. Thank you. | NS.

MR MACESI C. Ckay. I NS
Consultants, Inc., has been retained by the
Del awar e Departnent of |Insurance to conduct an
I ndependent actuarial review of Allstate
| ndemmi ty Conpany's private passenger autonobile
rate filing that was subm tted on Novenber 14th,
2011.

The scope includes a review of the
filings submtted by Al state Indemity, an
eval uati on of the key assunptions contained in
the conpany's rate | evel analysis, and the
I ndependent devel opnent of an indicated rate
| evel change.

The rate filing was submtted by
R ck Wsniewski, associate state filings director
of Allstate Indemmity. This review was conduct ed
by David J. Macesic, ACAS, MAAA, and key el enents
of this review were peer reviewed by Robert W
Gardner, FCAS, MAAA

INS has reviewed this subm ssion in
its entirety, along with other filing materi al

requested of and received fromAl|lstate

.
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Indemmity. The rate filing requested an overall
rate | evel change of plus 15.0 percent.

INS finds that the proposed rate
| evel change of plus 15.0 percent is not
substantiated by the materials received fromthe
conpany. INS finds that a proposed rate |evel
change in an anount no |l arger than plus 8.8
percent is substantiated by the filing materi al
recei ved.

DEPUTY COW SSI ONER REED: I s that
your report?

MR MACESIC. That's it.

DEPUTY COW SSI ONER REED: That was
pretty quick, M. Macesic. Good report. Are
there any questions fromAl|lstate on that report?

MR. CLARK: No, sir.

DEPUTY COW SSI ONER REED: There's
no one here fromthe public, so |l will ask a few
questions. Can you please tell nme what an ACAS
and an MAAA and an FCAS are?

MR. MACESI C. Associate of the
Casualty Actuarial Society, versus a Fell ow of
the Casualty Actuarial Society. And MAAA is a

Menber of the Anerican Acadeny of Actuaries,

.
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whi ch neans we are accredited actuari es.

DEPUTY COW SSI ONER REED: Ckay.
Al'l right. | don't have any questions on your
report. You did a great job working wth our
rate anal yst and rate assistant director. |
appreci ate you doing that, and working with the
Conmm ssioner on this file, and al so working with
the Allstate actuary so that we could cone to a
change in the overall indicated rate | evel anount
of, you said, 8.8 percent?

MR NMACESI C. No. It's not |arger
t han plus 8.8 percent.

DEPUTY COW SSI ONER REED: Ckay.
Not | arger than 8.8 percent. | appreciate your
working with the Departnent and our staff.

MR. MACESI C. Thank you.

DEPUTY COWM SSI ONER REED: |' m goi ng
to | eave the record open until -- since there's
nobody here since 6:00, I"'monly going to | eave

the record open for another ten mnutes. We'l|
come back, take a ten m nute recess, cone back.
If there's no one fromthe public here, we wll
go ahead and cl ose out the hearing. | appreciate

everyone here that was here in attendance.

.
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Let ne just ask Rhonda a quick
question. As far as procedural, | know you have
it in the notes, but if you could tell ne, are we
| eaving this open until Friday, the record?

MS. WEST: Yeah. What we'l | do,
because in case there was sonet hi ng now, we'l
| eave it open until Friday the 23rd, and then we
close it out officially at that point.

DEPUTY COW SSI ONER REED: That' s
Rhonda West, regul atory specialist for the
Departnent. That's what we'll do. Take a
ten-m nute recess, and then we'll conme back. |If
no one fromthe public is here at 20 of 7, we
w Il conclude the hearing tonight.

(Briefly off the record)

DEPUTY COW SSI ONER REED: Ckay.
We're back on the record. It is now 20 m nutes
to 7. There are no nenbers fromthe public
present, and as our regul atory speciali st Rhonda
West stated, we will keep it open for any witten
comments until this Friday at 4:30 p.m

M5. VWEST: W' ve not received any
yet .

DEPUTY COW SSI ONER REED: Yeah. I

.
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think that's inportant for the record. W
haven't received any comments to date. W
appreci ate the nenbers of All state bei ng here
t oday, and we appreciate INS for giving their
overview of the filing subm ssion.

So, we wll let the record refl ect,
again, no public attendance, and we are cl osing
this public session as of now. Thank you all for
com ng.

(Hearing concluded at 6:40 p.m)

.
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REPORTER S CERTI FI CATE

|, JULI ANNE LaBADI A, Regi stered D pl omate
Reporter and Notary Public, do hereby certify
that the foregoing record, pages 1 through 30
inclusive, is a true and accurate transcri pt of
nmy st enographic notes taken on March 20, 2012,
t he above-capti oned matter.

I N WTNESS WHERECF, | have hereunto set ny
hand and seal this 22nd day of March, 2012, at

W I m ngt on.
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          1                  DEPUTY COMMISSIONER REED:  Good



          2     evening.  This is a public information session,



          3     Allstate Indemnity Insurance Company private



          4     passenger automobile rate filing.  It is Tuesday,



          5     March 20th, and we are going to start the public



          6     session, which will be from 6 to 8 p.m.



          7                  We will let the record reflect that



          8     at the present time, we have members from



          9     Allstate that are here, members from INS, members



         10     from the DOI, but we currently do not have any



         11     members from the public present at this meeting.



         12                  We will go through this



         13     presentation.  I will then leave the record open



         14     after the parties are finished for another 15



         15     minutes, so if someone from the public comes back



         16     in, we will ask the parties to briefly go through



         17     and summarize this again.  And we will close it



         18     out at 6:30, if no one from the public attends.



         19                  So, we're going to get started.



         20     Welcome to the Delaware Insurance Department's



         21     public information session regarding the Allstate



         22     Indemnity Insurance Company private passenger



         23     automobile rate filing.  My name is Gene Reed.



         24     I'm the Deputy Insurance Commissioner for the
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          1     Delaware Insurance Commissioner, Karen Weldin



          2     Stewart.  I will facilitate tonight's public



          3     information session.  Commissioner Stewart will



          4     make the ultimate decision to approve or



          5     disapprove this proposed rate filing.



          6                  Allstate Indemnity Insurance Company



          7     has filed a private passenger automobile rate



          8     filing pursuant to Delaware Code Title 18,



          9     Chapter 25, rates and rating organizations.



         10     Allstate indemnity requested an overall rate



         11     level change of 15 percent, with an indicated



         12     rate level change of plus 27 percent.



         13                  Allstate indemnity then submitted a



         14     revised indicated rate level change of plus 26.4



         15     percent.  After questions were asked and



         16     responded to by the Department and Allstate



         17     indemnity actuaries, Allstate intends to submit a



         18     filing amendment with revised detailed rate



         19     schedules for an proposed rate level change of



         20     plus 8.5 percent.



         21                  The purpose of this session is for



         22     the Department of Insurance to receive comments



         23     from the public to aid in reaching a decision on



         24     the proposed private passenger automobile rate
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          1     filing.



          2                  In reaching its decision, the



          3     Department will consider any comments presented



          4     here today, along with any comment submitted in



          5     writing.  The entire record concerning the



          6     proposed private passenger automobile rate



          7     filing, including the transcript of today's



          8     session, will be reviewed before any final



          9     conclusions are reached.



         10                  Today's session, as you can see, is



         11     being transcribed by a court reporter.  After the



         12     Department receives the typed transcript, the



         13     Department will make it available on its internet



         14     website at www.delawareinsurance.gov.  You may



         15     download a copy of the transcript from the



         16     Department's website at that time.



         17                  If you do not have internet access,



         18     you may view the transcript at the Department's



         19     offices in Dover and Wilmington, but please call



         20     to schedule an appointment before visiting the



         21     Department's offices.  You may also submit a



         22     request for copies of a particular document by



         23     fax or e-mail.



         24                  As explained earlier, the purpose of
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          1     today's session is to provide a public forum for



          2     anyone to give information or comments concerning



          3     the proposed Allstate Indemnity Insurance Company



          4     private passenger automobile rate filing.  Please



          5     address your comments to this topic only.  We ask



          6     that you please be as concise as possible, and



          7     limit your remarks to around 8 minutes.



          8                  If you are speaking, we ask that you



          9     include your name on a list of speakers that is



         10     available at the sign-in table.  I hope you have



         11     all signed up and have already indicated that you



         12     wish to speak.  If you have not done so, please



         13     do so now.



         14                  We also ask that you indicate if you



         15     are speaking on your own behalf or if you are



         16     speaking in any type of representative capacity.



         17     For example, if you are a policyholder of



         18     Allstate Indemnity.



         19                  Because of the informal nature of



         20     today's session, there will not be any sworn



         21     testimony.  Cross-examination and similar



         22     questioning of speakers or other representatives



         23     of the parties likewise will not be permitted.



         24                  However, you may pose factual

                                                                  6







          1     questions to the applicants during your oral



          2     comments.  Following today's session, the



          3     Department will require Allstate Indemnity



          4     Insurance Company to respond in writing to all



          5     questions raised by the Department and public



          6     during this session, and will make the responses



          7     available on our website.



          8                  Allstate Indemnity Insurance Company



          9     and the Insurance Department's actuary firm, INS



         10     Consultants, which reviewed the private passenger



         11     automobile rate filing, have each sent



         12     representatives to contribute to this public



         13     information session.



         14                  Ed Clark, Capital Region state



         15     manager, and Wasim Chowdhury, assistant actuary,



         16     are here on behalf of Allstate Indemnity, and



         17     Dave Macesic of INS Consultants, the Department's



         18     actuary for this matter, will be making



         19     introductory statements.



         20                  Their statements are intended to



         21     give an overview of the private passenger



         22     automobile rate filing as a preface to the public



         23     comments session.  Their statements will be



         24     recorded by the court reporter, and will be
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          1     posted on the Department's website.  The



          2     representatives from Allstate Indemnity will be



          3     speaking first.



          4                  MR. CLARK:  Good evening, ladies and



          5     gentlemen.  Thank you for joining us for the



          6     discussion of our current premium change request



          7     we have pending with the Delaware Department of



          8     Insurance.  My name is Ed Clark.  I'm the state



          9     manager for Allstate's Capital Region, which



         10     oversees our business operation for five states,



         11     including here in Delaware.



         12                  In my role as state manager, I am



         13     responsible for the product and pricing decisions



         14     that we have for the five-state region, as well



         15     as work with representatives across all of our



         16     regions, or across all of the states that we



         17     manage, to balance the cost of insurance while



         18     maintaining and making sure we have strong cash



         19     reserves, manage our expenses, as well as fulfill



         20     our claims paying responsibilities.



         21                  Our insurance, in our view, provides



         22     customers peace of mind.  It restores their lives



         23     in the event of an unfortunate event, and as well



         24     as replaces their assets, their loss due to a
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          1     claim that we cover.  This is a promise that we



          2     live and breathe every day as a company, as



          3     individuals that represent Allstate.  It's a



          4     promise that we intend to keep every day with our



          5     customers.



          6                  We understand, in today's economy,



          7     paying more for your insurance is not easy for



          8     anyone.  We also recognize we have a



          9     responsibility to our customers, our agents, our



         10     employees, as well as the shareholders of the



         11     Allstate Insurance Company, that we remain a



         12     safe, strong, and secure company.



         13                  We'd like to give you a little



         14     background on the recent premium change request



         15     that we have pending in regards to our Allstate



         16     Indemnity Company.  First slide.



         17                  Just to make sure customers



         18     understand, we have multiple auto companies here



         19     in Delaware.  There's various reasons why



         20     customers would be placed in one company versus



         21     another.  It may be when you came to Allstate.



         22     We've opened companies more recently, in the past



         23     10 to 12 years.



         24                  We have certain companies that only
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          1     have specific products available to customers.



          2     And as well as in this circumstance, higher risk



          3     drivers are placed in our Allstate Indemnity



          4     Company, as opposed to the Allstate Insurance



          5     Company or Allstate Property and Casualty



          6     Insurance Company.



          7                  Currently, the Allstate Indemnity



          8     Company insures 1238 policyholders.  That



          9     represents 3.4 percent of our overall policies in



         10     Delaware, and 4.8 percent of the overall



         11     households that we ensure.



         12                  Higher risk drivers, being defined



         13     as those drivers that either have multiple



         14     tickets and/or accidents, may have a major



         15     violation of some kind, either a driving under



         16     the influence, driving while impaired, reckless



         17     driving, et cetera, where they would not be



         18     eligible for our preferred or standard auto



         19     insurance company.  As well as those customers



         20     who came to Allstate without having prior



         21     insurance, making them ineligible for that



         22     standard insurance company, as well.



         23                  What we'd like to do is give you



         24     some information, as far as what has happened
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          1     with the cost of insurance, and that our premiums



          2     have not been able to keep up with that over



          3     recent years.  Wasim Chowdhury, who manages our



          4     actuarial staff, will provide additional



          5     information as to why that is, and where some of



          6     the additional costs are, as they've surfaced in



          7     recent years; what's causing that need for



          8     additional premium to keep up with the changing



          9     costs.



         10                  You can also see here, we did, as



         11     Mr. Reed acknowledged, had an original rate



         12     filing of a 15 percent average premium increase.



         13     We have worked with representatives from INS



         14     Consultants to arrive at a lower overall rate



         15     level, at 8 and a half percent.



         16                  To help customers understand where



         17     that is, from an average premium standpoint, our



         18     current average six-month premium for an auto



         19     policy in the Allstate Indemnity Company is $830.



         20     The average proposed increase at 8 and a half



         21     percent is $70.



         22                  A little bit of history on rate



         23     changes within this company.  The last time we



         24     adjusted rates on an overall level for the
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          1     company was in July of 2008, which was an overall



          2     decrease of 13.1 percent.  The last time we had



          3     any type of increase in overall premium within



          4     this company goes as far back as December of



          5     2002.



          6                  A couple of additional information



          7     in regards to that history.  In July of 2008, we



          8     introduced a new overall pricing plan for the



          9     Allstate Indemnity Company.  Although we had not



         10     raised premiums for several years, we had seen



         11     our business reduce or lose customers over time.



         12     We had not taken any substantial action in the



         13     market, but certainly, what we recognize is our



         14     competition was overall more attractive than



         15     Allstate was during the few years leading up to



         16     2008.



         17                  The overall pricing plan that we put



         18     in did exactly what we had hoped it to do.  We



         19     have been able to grow in the higher risk or



         20     non-standard auto business at a pretty



         21     substantial rate since this rate plan went in.



         22                  From 2008 through 2011, our overall



         23     customer base within this company has tripled.



         24     So the 1238 policyholders at a current count
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          1     represents three times the level of customers



          2     prior to this rating plan being introduced.



          3                  That rate of growth in our industry,



          4     and certainly for our company, can come with some



          5     risk.  It appears, at least to us, the rate of



          6     growth put additional profitability pressures on



          7     us.  Wasim is going to share some of the



          8     information as to where that additional rate



          9     pressure is coming from.  We believe this



         10     compromised rate agreement at 8 and a half



         11     percent puts us in a position to be much more in



         12     line with what the competition offers for an



         13     overall rate within the higher risk driver



         14     market.



         15                  We want to assure all of our



         16     customers, they will not go through this rate



         17     change alone.  Our local Delaware Allstate



         18     agencies will be fully prepared as to how much a



         19     customer's premium is going up, the reasons



         20     behind the rate change, as well as the tools and



         21     resources they need to help customers to make



         22     their insurance more affordable.



         23                  There are a number of different



         24     product features, discounts that are available.
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          1     Wasim is going to take you through, the group



          2     through some of the discounts that are available,



          3     and discount opportunities that would enable



          4     customers to save money, if affordability became



          5     an issue with this recent rate increase, or our



          6     upcoming rate increase.



          7                  Our agencies are encouraged, and we



          8     certainly, you know, educate and help them



          9     understand the benefit of a customer renewal



         10     assessment, or a personal policy protection



         11     review, helping customers with both making sure



         12     the policy meets their coverage needs, as well as



         13     affordability, in the event that the premium is



         14     beyond, you know, their ability, or compromises



         15     their ability to pay for their insurance.



         16                  Allstate has multiple distribution



         17     support beyond just the local agency.  We're



         18     available 24/7 through 1-800-Allstate, as well as



         19     through the web, through Allstate.com.  So



         20     customers can get service for their policy



         21     through multiple means, any time of the day they



         22     wish to.



         23                  Our renewal notice goes out 40 days



         24     in advance or their renewal, providing customers
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          1     the opportunity to review their policy, make any



          2     necessary changes, again, around the



          3     affordability.  As well as if some customers, you



          4     know, want to review whether the competition or



          5     other companies may have an opportunity to help



          6     them save money or have a policy that better



          7     suits their needs.



          8                  We have worked very closely with the



          9     Commissioner, her staff, as well as INS



         10     Consultants, in regards to this compromise change



         11     of 8 and a half percent.  We're comfortable it



         12     helps us get our overall premium level more



         13     adequate, while also recognizing that it helps



         14     our customers from an affordability standpoint to



         15     remain within the Allstate Indemnity Company.



         16                  Allstate has a long and proud



         17     tradition of serving customers and businesses in



         18     the state of Delaware.  We insure over 27,600



         19     autos, 19,200 homes in the state.  In 2010, the



         20     most recent year that our claims data has been



         21     available to us, we paid over $22.8 million in



         22     claims.  We've invested over 10.8 million in



         23     business-to-business spending, and invested



         24     nearly $460 million in municipal bonds.
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          1                  We've paid $1.4 million in State



          2     taxes, and in Delaware, the Allstate Foundation



          3     has provided 26,000 in support of nonprofits to



          4     service the state.



          5                  So, in closing, we are absolutely



          6     committed to our customers and small business



          7     owners, the local Allstate agency.  On behalf of



          8     the corporation, we want to thank all of our



          9     customers for the opportunity to service their



         10     business needs, and anyone who had the



         11     opportunity to come this evening, to hear more



         12     information about the rate change that we have



         13     currently pending with the state.



         14                  And now at this time, I'd like to



         15     turn the information over to Wasim Chowdhury, who



         16     is going to take you more in depth regarding the



         17     specific change that we have with the state.



         18                  MR. CHOWDHURY:  Okay.  Thanks for



         19     the overview, Ed.  As Ed mentioned, my name is



         20     Wasim Chowdhury, and my team manages the rates



         21     for Allstate Indemnity in the state of Delaware.



         22                  I'd like to begin by providing a



         23     brief overview about the process we followed to



         24     understand if we need to adjustment premiums.
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          1                  So in general, our goal is to ensure



          2     that the premium we charge in Allstate's



          3     Indemnity Company across Delaware is sufficient



          4     to cover all of our losses and expenses,



          5     including the claim payouts to our customers.  We



          6     carefully examine historical information to



          7     predict our future inflows, which you can



          8     consider premium, and future outflows, which you



          9     can consider our claims and expenses.



         10                  In the state of Delaware's indemnity



         11     book of business, data shows that our future



         12     outflow are expected to be greater than the



         13     premium we expect to collect, which is why we



         14     have proposed a rate change.



         15                  As Ed also noted, our losses have



         16     considerably increased over the past few years as



         17     our business has increased.  I'd like to direct



         18     your attention to slide 3, which clearly



         19     demonstrates that as our business has increased,



         20     so have our losses and expenses relative to



         21     premium.  Compared to 2008, our losses and



         22     expenses have increased approximately 25 to 30



         23     percent in comparison to the premium we're



         24     receiving.  This analysis indicated we needed to
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          1     adjust rates to keep up with our expenses and



          2     claims.



          3                  The next question we needed to



          4     answer was how do we adjust individual rates to



          5     arrive at the proper average premium that



          6     balances our inflows and our outflows.



          7                  As you know, different customers



          8     have different expected losses.  For example, an



          9     inexperienced 16-year-old driver is expected to



         10     have higher losses than a 35-year-old driver with



         11     many years of driving experience.



         12                  My team did additional analysis to



         13     determine which groups of drivers needed to be



         14     adjusted to better reflect their expected loss.



         15     Based on our analysis, we found that the single



         16     vehicle, non-homeowner, liability-coverage-only



         17     customers necessitated an increase higher than



         18     average, to match their higher expected loss.



         19                  On the other hand, the multi-car



         20     homeowners with full coverage will see a lower



         21     than average increase with this change, because



         22     of their lower expected costs.



         23                  About 20 percent of our business



         24     will actually see a decrease with the premium
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          1     change, while about 27 percent will see an



          2     increase greater than 20 percent due to the



          3     higher expected losses.



          4                  We understand that increasing rates



          5     on customers can be challenging, but Allstate



          6     provides many Discount options to help customers



          7     lower their costs.



          8                  On slide 4, you can see all of the



          9     available discounts Allstate offers to its



         10     customers.  On slide 5, I've highlighted a few of



         11     them specifically that customers can consider as



         12     options to lower their rates.



         13                  The Allstate easy pay plan discount



         14     applies when the policy is paid through the



         15     Allstate easy pay plan, which means automatic



         16     withdrawal from one's checking account.



         17                  Next, the homeownership discount



         18     applies when the named insured and/or spouse owns



         19     a home, townhome, condominium, or mobile home.



         20                  Next, the defensive driver discount



         21     applies when an operator receives a certificate



         22     certifying voluntary attendance and successful



         23     completion of an accident prevention course or



         24     motorcycle rider course approved by the Insurance
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          1     Commissioner.



          2                  I want to reiterate that the premium



          3     changes are taken very, very seriously by



          4     Allstate, and we fully understand the impact of



          5     these changes on our customers.  It's equally



          6     important to understand that we must carefully



          7     balance our premium inflows with our expected



          8     costs, to ensure that we make good on our promise



          9     to our customers.



         10                  Thank you for your time this



         11     evening, and I will hand the floor back to Ed.



         12                  MR. CLARK:  Actually, that's our



         13     closing for now.  Again, we appreciate



         14     everyone's, you know, hearing the information in



         15     regards to our situation with the current



         16     company.  We appreciate the opportunity to share



         17     our experience, and certainly value our



         18     customers' continued support and appreciation of,



         19     you know, doing business with Allstate.  Thank



         20     you.



         21                  DEPUTY COMMISSIONER REED:  Thank you



         22     for your comments.  Before we go to INS, I do



         23     have a couple of questions.  I'm not an actuary,



         24     so can you -- you said -- and maybe I heard you
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          1     wrong.  You said premium enclosed premium



          2     outflow?



          3                  MR. CHOWDHURY:  Premium inflows and



          4     outflows.



          5                  DEPUTY COMMISSIONER REED:  Oh,



          6     inflow.



          7                  MR. CHOWDHURY:  Yes.  The premium



          8     collected is inflow to the company.



          9                  DEPUTY COMMISSIONER REED:  Got you.



         10     Just wanted to make sure I understood you.  The



         11     other question I have is the premium swing.  When



         12     I looked at the graph that you had provided on



         13     the file, you had -- you said roughly 20 percent



         14     of the people will get 20 percent or more?



         15                  MR. CHOWDHURY:  27 percent of the



         16     customers will see an increase greater than 20



         17     percent.



         18                  DEPUTY COMMISSIONER REED:  Greater



         19     than 20 percent.  Overall, when I looked at that,



         20     it appeared that 39 percent of the policyholder



         21     base would see at least 10 percent, or a double



         22     digit increase or greater.



         23                  MR. CHOWDHURY:  Okay.



         24                  DEPUTY COMMISSIONER REED:  You also
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          1     have that on the other side of the pendulum, the



          2     swing of the decreases, as well.  When I looked



          3     at the 10 percent, let's say the 10 percent to 20



          4     percent.  Those that are getting 20 percent or



          5     more are considered very high risk?  They're the



          6     ones getting that increase?  Or is it coming in



          7     those zip codes, or in those areas?



          8                  I'm trying to establish like the --



          9     to me, when I looked at that, it appeared that



         10     I'm getting a 10 percent increase even if I'm one



         11     of your good substandard drivers -- if there's



         12     such a thing as a good substandard driver -- but



         13     I'm getting a 10 percent increase because I'm in



         14     this zip code.



         15                  MR. CHOWDHURY:  Okay.



         16                  DEPUTY COMMISSIONER REED:  Or I'm in



         17     this area, maybe where you have more higher



         18     claims or something.  Can you explain that?



         19                  MR. CHOWDHURY:  Sure.  So we are



         20     touching and updating the rates for multiple



         21     rating plans.  And a rating plan is essentially



         22     one piece that goes into determining your final



         23     rate.  So different factors that go into



         24     determining your rate are your age, where you

                                                                 22







          1     live, your accident history, violation history.



          2     So there are multiple factors that ultimately



          3     determine the final rate.



          4                  We are updating the rates for many



          5     of those rating plans.  Territory is actually one



          6     rating plan that we are not updating.  So all



          7     else equal, two customers in different



          8     territories should not see a different rate



          9     change.  Assuming all else equal.  Same exact



         10     risk profile, one maybe in Wilmington, one maybe



         11     in Dover.  But as long as they are the same exact



         12     risk otherwise, there should not be a difference



         13     in rate.



         14                  However, I did mention that we are



         15     updating the factors for other characteristics.



         16     And so, you do have that swing, since there are



         17     many factors that are being updated, to the



         18     extent that you're a customer that is getting the



         19     increase due to multiple factors, you're going to



         20     be on the higher end of the histogram on the rate



         21     change distribution.



         22                  So on average, it seems that the



         23     single vehicle, the ones who do not own a home,



         24     and only have liability coverage, so your bodily

                                                                 23







          1     injury, property damage, personal injury



          2     protection, and uninsured motorist coverage,



          3     they're the ones who are on the higher end of



          4     that distribution.



          5                  And then on the flip side, the rates



          6     compared to average have gone down for the



          7     customers who have multiple cars, who own a home,



          8     and have more than just the liability coverage,



          9     which includes collision coverage and



         10     comprehensive coverage.



         11                  So, multiple factors ultimately



         12     result in the final rate.  We are touching



         13     multiple factors.  And it just depends on your



         14     characteristics, and if you happen to, for each



         15     characteristic, be on the end where the rates are



         16     increasing, when you put that all together,



         17     you're going to see the larger than average



         18     increase.



         19                  But again, on the flip side, if



         20     you're a customer that is on the better side of



         21     each characteristic that we're updating, then



         22     you'll see --



         23                  DEPUTY COMMISSIONER REED:  A



         24     decrease?
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          1                  MR. CLARK:  And the way we view



          2     that, Gene, from a business perspective, is by



          3     getting to the most accurate rate even at an



          4     individual customer group around the



          5     characteristics that Wasim described.  That way,



          6     the customers whose performance is better than



          7     their current rate, that they have an opportunity



          8     to save money, or potentially pay less than the



          9     average rate that they have.



         10                  If we -- if our pursuit is to try to



         11     minimize the overall experience within the book,



         12     we would try to center more of the, you know,



         13     overall rate change around the -- you know, the



         14     eight and a half percent within this change that



         15     we're making here.



         16                  We think that's, you know, not in



         17     the best interests of a good percentage of our



         18     overall customer group.  And that would be a



         19     group that we would hope to have the opportunity



         20     to retain, as well as, you know, grow within this



         21     book of business.  We certainly want to grow in



         22     the other segments, but not at the current rate



         23     level that we charge.  We need a more adequate



         24     premium to be able to do it.  And that's what
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          1     creates what we refer to as spread within the



          2     overall rate level.



          3                  DEPUTY COMMISSIONER REED:  Okay.



          4     Thank you.  One last question.  Credit score, as



          5     you know, is used for new policyholders, not



          6     existing policyholders, under Delaware law.  If



          7     someone were to come to Allstate and had a very



          8     clean record, but had a very poor credit score



          9     rating, would they go to the substandard company,



         10     or could they also be written in the -- the



         11     better, or however --



         12                  MR. CLARK:  Yeah.  We do not have



         13     any underwriting guideline in regards to your



         14     credit score here in Delaware.  So a customer for



         15     all other perspective qualifies for the



         16     Allstate -- today it's the Allstate Property and



         17     Casualty Company, which is our standard auto



         18     company, they would not be in any way restricted



         19     or required to pay more, or be placed in a higher



         20     risk auto company.



         21                  DEPUTY COMMISSIONER REED:  Okay.



         22                  MR. CLARK:  We don't have any



         23     guidelines, and we believe that's in accordance



         24     with what we'd be asked to do here in the state.
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          1                  DEPUTY COMMISSIONER REED:  Very



          2     good.  Thank you.  INS.



          3                  MR. MACESIC:  Okay.  INS



          4     Consultants, Inc., has been retained by the



          5     Delaware Department of Insurance to conduct an



          6     independent actuarial review of Allstate



          7     Indemnity Company's private passenger automobile



          8     rate filing that was submitted on November 14th,



          9     2011.



         10                  The scope includes a review of the



         11     filings submitted by Allstate Indemnity, an



         12     evaluation of the key assumptions contained in



         13     the company's rate level analysis, and the



         14     independent development of an indicated rate



         15     level change.



         16                  The rate filing was submitted by



         17     Rick Wisniewski, associate state filings director



         18     of Allstate Indemnity.  This review was conducted



         19     by David J. Macesic, ACAS, MAAA, and key elements



         20     of this review were peer reviewed by Robert W.



         21     Gardner, FCAS, MAAA.



         22                  INS has reviewed this submission in



         23     its entirety, along with other filing material



         24     requested of and received from Allstate
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          1     Indemnity.  The rate filing requested an overall



          2     rate level change of plus 15.0 percent.



          3                  INS finds that the proposed rate



          4     level change of plus 15.0 percent is not



          5     substantiated by the materials received from the



          6     company.  INS finds that a proposed rate level



          7     change in an amount no larger than plus 8.8



          8     percent is substantiated by the filing material



          9     received.



         10                  DEPUTY COMMISSIONER REED:  Is that



         11     your report?



         12                  MR. MACESIC:  That's it.



         13                  DEPUTY COMMISSIONER REED:  That was



         14     pretty quick, Mr. Macesic.  Good report.  Are



         15     there any questions from Allstate on that report?



         16                  MR. CLARK:  No, sir.



         17                  DEPUTY COMMISSIONER REED:  There's



         18     no one here from the public, so I will ask a few



         19     questions.  Can you please tell me what an ACAS



         20     and an MAAA and an FCAS are?



         21                  MR. MACESIC:  Associate of the



         22     Casualty Actuarial Society, versus a Fellow of



         23     the Casualty Actuarial Society.  And MAAA is a



         24     Member of the American Academy of Actuaries,
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          1     which means we are accredited actuaries.



          2                  DEPUTY COMMISSIONER REED:  Okay.



          3     All right.  I don't have any questions on your



          4     report.  You did a great job working with our



          5     rate analyst and rate assistant director.  I



          6     appreciate you doing that, and working with the



          7     Commissioner on this file, and also working with



          8     the Allstate actuary so that we could come to a



          9     change in the overall indicated rate level amount



         10     of, you said, 8.8 percent?



         11                  MR. MACESIC:  No.  It's not larger



         12     than plus 8.8 percent.



         13                  DEPUTY COMMISSIONER REED:  Okay.



         14     Not larger than 8.8 percent.  I appreciate your



         15     working with the Department and our staff.



         16                  MR. MACESIC:  Thank you.



         17                  DEPUTY COMMISSIONER REED:  I'm going



         18     to leave the record open until -- since there's



         19     nobody here since 6:00, I'm only going to leave



         20     the record open for another ten minutes.  We'll



         21     come back, take a ten minute recess, come back.



         22     If there's no one from the public here, we will



         23     go ahead and close out the hearing.  I appreciate



         24     everyone here that was here in attendance.
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          1                  Let me just ask Rhonda a quick



          2     question.  As far as procedural, I know you have



          3     it in the notes, but if you could tell me, are we



          4     leaving this open until Friday, the record?



          5                  MS. WEST:  Yeah.  What we'll do,



          6     because in case there was something now, we'll



          7     leave it open until Friday the 23rd, and then we



          8     close it out officially at that point.



          9                  DEPUTY COMMISSIONER REED:  That's



         10     Rhonda West, regulatory specialist for the



         11     Department.  That's what we'll do.  Take a



         12     ten-minute recess, and then we'll come back.  If



         13     no one from the public is here at 20 of 7, we



         14     will conclude the hearing tonight.



         15                  (Briefly off the record)



         16                  DEPUTY COMMISSIONER REED:  Okay.



         17     We're back on the record.  It is now 20 minutes



         18     to 7.  There are no members from the public



         19     present, and as our regulatory specialist Rhonda



         20     West stated, we will keep it open for any written



         21     comments until this Friday at 4:30 p.m.



         22                  MS. WEST:  We've not received any



         23     yet.



         24                  DEPUTY COMMISSIONER REED:  Yeah.  I
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          1     think that's important for the record.  We



          2     haven't received any comments to date.  We



          3     appreciate the members of Allstate being here



          4     today, and we appreciate INS for giving their



          5     overview of the filing submission.



          6                  So, we will let the record reflect,



          7     again, no public attendance, and we are closing



          8     this public session as of now.  Thank you all for



          9     coming.



         10                  (Hearing concluded at 6:40 p.m.)
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35=                  DEPUTY COMMISSIONER REED:  Good

36=     evening.  This is a public information session,

37=     Allstate Indemnity Insurance Company private

38=     passenger automobile rate filing.  It is Tuesday,

39=     March 20th, and we are going to start the public

40=     session, which will be from 6 to 8 p.m.

41=                  We will let the record reflect that

42=     at the present time, we have members from

43=     Allstate that are here, members from INS, members

44=     from the DOI, but we currently do not have any

45=     members from the public present at this meeting.

46=                  We will go through this

47=     presentation.  I will then leave the record open

48=     after the parties are finished for another 15

49=     minutes, so if someone from the public comes back

50=     in, we will ask the parties to briefly go through

51=     and summarize this again.  And we will close it

52=     out at 6:30, if no one from the public attends.

53=                  So, we're going to get started.

54=     Welcome to the Delaware Insurance Department's

55=     public information session regarding the Allstate

56=     Indemnity Insurance Company private passenger

57=     automobile rate filing.  My name is Gene Reed.

58=     I'm the Deputy Insurance Commissioner for the

fmt=pb

59=     Delaware Insurance Commissioner, Karen Weldin

60=     Stewart.  I will facilitate tonight's public

61=     information session.  Commissioner Stewart will

62=     make the ultimate decision to approve or

63=     disapprove this proposed rate filing.

64=                  Allstate Indemnity Insurance Company

65=     has filed a private passenger automobile rate

66=     filing pursuant to Delaware Code Title 18,

67=     Chapter 25, rates and rating organizations.

68=     Allstate indemnity requested an overall rate

69=     level change of 15 percent, with an indicated

70=     rate level change of plus 27 percent.

71=                  Allstate indemnity then submitted a

72=     revised indicated rate level change of plus 26.4

73=     percent.  After questions were asked and

74=     responded to by the Department and Allstate

75=     indemnity actuaries, Allstate intends to submit a

76=     filing amendment with revised detailed rate

77=     schedules for an proposed rate level change of

78=     plus 8.5 percent.

79=                  The purpose of this session is for

80=     the Department of Insurance to receive comments

81=     from the public to aid in reaching a decision on

82=     the proposed private passenger automobile rate

fmt=pb

83=     filing.

84=                  In reaching its decision, the

85=     Department will consider any comments presented

86=     here today, along with any comment submitted in

87=     writing.  The entire record concerning the

88=     proposed private passenger automobile rate

89=     filing, including the transcript of today's

90=     session, will be reviewed before any final

91=     conclusions are reached.

92=                  Today's session, as you can see, is

93=     being transcribed by a court reporter.  After the

94=     Department receives the typed transcript, the

95=     Department will make it available on its internet

96=     website at www.delawareinsurance.gov.  You may

97=     download a copy of the transcript from the

98=     Department's website at that time.

99=                  If you do not have internet access,

100=     you may view the transcript at the Department's

101=     offices in Dover and Wilmington, but please call

102=     to schedule an appointment before visiting the

103=     Department's offices.  You may also submit a

104=     request for copies of a particular document by

105=     fax or e-mail.

106=                  As explained earlier, the purpose of

fmt=pb

107=     today's session is to provide a public forum for

108=     anyone to give information or comments concerning

109=     the proposed Allstate Indemnity Insurance Company

110=     private passenger automobile rate filing.  Please

111=     address your comments to this topic only.  We ask

112=     that you please be as concise as possible, and

113=     limit your remarks to around 8 minutes.

114=                  If you are speaking, we ask that you

115=     include your name on a list of speakers that is

116=     available at the sign-in table.  I hope you have

117=     all signed up and have already indicated that you

118=     wish to speak.  If you have not done so, please

119=     do so now.

120=                  We also ask that you indicate if you

121=     are speaking on your own behalf or if you are

122=     speaking in any type of representative capacity.

123=     For example, if you are a policyholder of

124=     Allstate Indemnity.

125=                  Because of the informal nature of

126=     today's session, there will not be any sworn

127=     testimony.  Cross-examination and similar

128=     questioning of speakers or other representatives

129=     of the parties likewise will not be permitted.

130=                  However, you may pose factual
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131=     questions to the applicants during your oral

132=     comments.  Following today's session, the

133=     Department will require Allstate Indemnity

134=     Insurance Company to respond in writing to all

135=     questions raised by the Department and public

136=     during this session, and will make the responses

137=     available on our website.

138=                  Allstate Indemnity Insurance Company

139=     and the Insurance Department's actuary firm, INS

140=     Consultants, which reviewed the private passenger

141=     automobile rate filing, have each sent

142=     representatives to contribute to this public

143=     information session.

144=                  Ed Clark, Capital Region state

145=     manager, and Wasim Chowdhury, assistant actuary,

146=     are here on behalf of Allstate Indemnity, and

147=     Dave Macesic of INS Consultants, the Department's

148=     actuary for this matter, will be making

149=     introductory statements.

150=                  Their statements are intended to

151=     give an overview of the private passenger

152=     automobile rate filing as a preface to the public

153=     comments session.  Their statements will be

154=     recorded by the court reporter, and will be
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155=     posted on the Department's website.  The

156=     representatives from Allstate Indemnity will be

157=     speaking first.

158=                  MR. CLARK:  Good evening, ladies and

159=     gentlemen.  Thank you for joining us for the

160=     discussion of our current premium change request

161=     we have pending with the Delaware Department of

162=     Insurance.  My name is Ed Clark.  I'm the state

163=     manager for Allstate's Capital Region, which

164=     oversees our business operation for five states,

165=     including here in Delaware.

166=                  In my role as state manager, I am

167=     responsible for the product and pricing decisions

168=     that we have for the five-state region, as well

169=     as work with representatives across all of our

170=     regions, or across all of the states that we

171=     manage, to balance the cost of insurance while

172=     maintaining and making sure we have strong cash

173=     reserves, manage our expenses, as well as fulfill

174=     our claims paying responsibilities.

175=                  Our insurance, in our view, provides

176=     customers peace of mind.  It restores their lives

177=     in the event of an unfortunate event, and as well

178=     as replaces their assets, their loss due to a
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179=     claim that we cover.  This is a promise that we

180=     live and breathe every day as a company, as

181=     individuals that represent Allstate.  It's a

182=     promise that we intend to keep every day with our

183=     customers.

184=                  We understand, in today's economy,

185=     paying more for your insurance is not easy for

186=     anyone.  We also recognize we have a

187=     responsibility to our customers, our agents, our

188=     employees, as well as the shareholders of the

189=     Allstate Insurance Company, that we remain a

190=     safe, strong, and secure company.

191=                  We'd like to give you a little

192=     background on the recent premium change request

193=     that we have pending in regards to our Allstate

194=     Indemnity Company.  First slide.

195=                  Just to make sure customers

196=     understand, we have multiple auto companies here

197=     in Delaware.  There's various reasons why

198=     customers would be placed in one company versus

199=     another.  It may be when you came to Allstate.

200=     We've opened companies more recently, in the past

201=     10 to 12 years.

202=                  We have certain companies that only
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203=     have specific products available to customers.

204=     And as well as in this circumstance, higher risk

205=     drivers are placed in our Allstate Indemnity

206=     Company, as opposed to the Allstate Insurance

207=     Company or Allstate Property and Casualty

208=     Insurance Company.

209=                  Currently, the Allstate Indemnity

210=     Company insures 1238 policyholders.  That

211=     represents 3.4 percent of our overall policies in

212=     Delaware, and 4.8 percent of the overall

213=     households that we ensure.

214=                  Higher risk drivers, being defined

215=     as those drivers that either have multiple

216=     tickets and/or accidents, may have a major

217=     violation of some kind, either a driving under

218=     the influence, driving while impaired, reckless

219=     driving, et cetera, where they would not be

220=     eligible for our preferred or standard auto

221=     insurance company.  As well as those customers

222=     who came to Allstate without having prior

223=     insurance, making them ineligible for that

224=     standard insurance company, as well.

225=                  What we'd like to do is give you

226=     some information, as far as what has happened
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227=     with the cost of insurance, and that our premiums

228=     have not been able to keep up with that over

229=     recent years.  Wasim Chowdhury, who manages our

230=     actuarial staff, will provide additional

231=     information as to why that is, and where some of

232=     the additional costs are, as they've surfaced in

233=     recent years; what's causing that need for

234=     additional premium to keep up with the changing

235=     costs.

236=                  You can also see here, we did, as

237=     Mr. Reed acknowledged, had an original rate

238=     filing of a 15 percent average premium increase.

239=     We have worked with representatives from INS

240=     Consultants to arrive at a lower overall rate

241=     level, at 8 and a half percent.

242=                  To help customers understand where

243=     that is, from an average premium standpoint, our

244=     current average six-month premium for an auto

245=     policy in the Allstate Indemnity Company is $830.

246=     The average proposed increase at 8 and a half

247=     percent is $70.

248=                  A little bit of history on rate

249=     changes within this company.  The last time we

250=     adjusted rates on an overall level for the
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251=     company was in July of 2008, which was an overall

252=     decrease of 13.1 percent.  The last time we had

253=     any type of increase in overall premium within

254=     this company goes as far back as December of

255=     2002.

256=                  A couple of additional information

257=     in regards to that history.  In July of 2008, we

258=     introduced a new overall pricing plan for the

259=     Allstate Indemnity Company.  Although we had not

260=     raised premiums for several years, we had seen

261=     our business reduce or lose customers over time.

262=     We had not taken any substantial action in the

263=     market, but certainly, what we recognize is our

264=     competition was overall more attractive than

265=     Allstate was during the few years leading up to

266=     2008.

267=                  The overall pricing plan that we put

268=     in did exactly what we had hoped it to do.  We

269=     have been able to grow in the higher risk or

270=     non-standard auto business at a pretty

271=     substantial rate since this rate plan went in.

272=                  From 2008 through 2011, our overall

273=     customer base within this company has tripled.

274=     So the 1238 policyholders at a current count
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275=     represents three times the level of customers

276=     prior to this rating plan being introduced.

277=                  That rate of growth in our industry,

278=     and certainly for our company, can come with some

279=     risk.  It appears, at least to us, the rate of

280=     growth put additional profitability pressures on

281=     us.  Wasim is going to share some of the

282=     information as to where that additional rate

283=     pressure is coming from.  We believe this

284=     compromised rate agreement at 8 and a half

285=     percent puts us in a position to be much more in

286=     line with what the competition offers for an

287=     overall rate within the higher risk driver

288=     market.

289=                  We want to assure all of our

290=     customers, they will not go through this rate

291=     change alone.  Our local Delaware Allstate

292=     agencies will be fully prepared as to how much a

293=     customer's premium is going up, the reasons

294=     behind the rate change, as well as the tools and

295=     resources they need to help customers to make

296=     their insurance more affordable.

297=                  There are a number of different

298=     product features, discounts that are available.
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299=     Wasim is going to take you through, the group

300=     through some of the discounts that are available,

301=     and discount opportunities that would enable

302=     customers to save money, if affordability became

303=     an issue with this recent rate increase, or our

304=     upcoming rate increase.

305=                  Our agencies are encouraged, and we

306=     certainly, you know, educate and help them

307=     understand the benefit of a customer renewal

308=     assessment, or a personal policy protection

309=     review, helping customers with both making sure

310=     the policy meets their coverage needs, as well as

311=     affordability, in the event that the premium is

312=     beyond, you know, their ability, or compromises

313=     their ability to pay for their insurance.

314=                  Allstate has multiple distribution

315=     support beyond just the local agency.  We're

316=     available 24/7 through 1-800-Allstate, as well as

317=     through the web, through Allstate.com.  So

318=     customers can get service for their policy

319=     through multiple means, any time of the day they

320=     wish to.

321=                  Our renewal notice goes out 40 days

322=     in advance or their renewal, providing customers
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323=     the opportunity to review their policy, make any

324=     necessary changes, again, around the

325=     affordability.  As well as if some customers, you

326=     know, want to review whether the competition or

327=     other companies may have an opportunity to help

328=     them save money or have a policy that better

329=     suits their needs.

330=                  We have worked very closely with the

331=     Commissioner, her staff, as well as INS

332=     Consultants, in regards to this compromise change

333=     of 8 and a half percent.  We're comfortable it

334=     helps us get our overall premium level more

335=     adequate, while also recognizing that it helps

336=     our customers from an affordability standpoint to

337=     remain within the Allstate Indemnity Company.

338=                  Allstate has a long and proud

339=     tradition of serving customers and businesses in

340=     the state of Delaware.  We insure over 27,600

341=     autos, 19,200 homes in the state.  In 2010, the

342=     most recent year that our claims data has been

343=     available to us, we paid over $22.8 million in

344=     claims.  We've invested over 10.8 million in

345=     business-to-business spending, and invested

346=     nearly $460 million in municipal bonds.
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347=                  We've paid $1.4 million in State

348=     taxes, and in Delaware, the Allstate Foundation

349=     has provided 26,000 in support of nonprofits to

350=     service the state.

351=                  So, in closing, we are absolutely

352=     committed to our customers and small business

353=     owners, the local Allstate agency.  On behalf of

354=     the corporation, we want to thank all of our

355=     customers for the opportunity to service their

356=     business needs, and anyone who had the

357=     opportunity to come this evening, to hear more

358=     information about the rate change that we have

359=     currently pending with the state.

360=                  And now at this time, I'd like to

361=     turn the information over to Wasim Chowdhury, who

362=     is going to take you more in depth regarding the

363=     specific change that we have with the state.

364=                  MR. CHOWDHURY:  Okay.  Thanks for

365=     the overview, Ed.  As Ed mentioned, my name is

366=     Wasim Chowdhury, and my team manages the rates

367=     for Allstate Indemnity in the state of Delaware.

368=                  I'd like to begin by providing a

369=     brief overview about the process we followed to

370=     understand if we need to adjustment premiums.
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371=                  So in general, our goal is to ensure

372=     that the premium we charge in Allstate's

373=     Indemnity Company across Delaware is sufficient

374=     to cover all of our losses and expenses,

375=     including the claim payouts to our customers.  We

376=     carefully examine historical information to

377=     predict our future inflows, which you can

378=     consider premium, and future outflows, which you

379=     can consider our claims and expenses.

380=                  In the state of Delaware's indemnity

381=     book of business, data shows that our future

382=     outflow are expected to be greater than the

383=     premium we expect to collect, which is why we

384=     have proposed a rate change.

385=                  As Ed also noted, our losses have

386=     considerably increased over the past few years as

387=     our business has increased.  I'd like to direct

388=     your attention to slide 3, which clearly

389=     demonstrates that as our business has increased,

390=     so have our losses and expenses relative to

391=     premium.  Compared to 2008, our losses and

392=     expenses have increased approximately 25 to 30

393=     percent in comparison to the premium we're

394=     receiving.  This analysis indicated we needed to
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395=     adjust rates to keep up with our expenses and

396=     claims.

397=                  The next question we needed to

398=     answer was how do we adjust individual rates to

399=     arrive at the proper average premium that

400=     balances our inflows and our outflows.

401=                  As you know, different customers

402=     have different expected losses.  For example, an

403=     inexperienced 16-year-old driver is expected to

404=     have higher losses than a 35-year-old driver with

405=     many years of driving experience.

406=                  My team did additional analysis to

407=     determine which groups of drivers needed to be

408=     adjusted to better reflect their expected loss.

409=     Based on our analysis, we found that the single

410=     vehicle, non-homeowner, liability-coverage-only

411=     customers necessitated an increase higher than

412=     average, to match their higher expected loss.

413=                  On the other hand, the multi-car

414=     homeowners with full coverage will see a lower

415=     than average increase with this change, because

416=     of their lower expected costs.

417=                  About 20 percent of our business

418=     will actually see a decrease with the premium
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419=     change, while about 27 percent will see an

420=     increase greater than 20 percent due to the

421=     higher expected losses.

422=                  We understand that increasing rates

423=     on customers can be challenging, but Allstate

424=     provides many Discount options to help customers

425=     lower their costs.

426=                  On slide 4, you can see all of the

427=     available discounts Allstate offers to its

428=     customers.  On slide 5, I've highlighted a few of

429=     them specifically that customers can consider as

430=     options to lower their rates.

431=                  The Allstate easy pay plan discount

432=     applies when the policy is paid through the

433=     Allstate easy pay plan, which means automatic

434=     withdrawal from one's checking account.

435=                  Next, the homeownership discount

436=     applies when the named insured and/or spouse owns

437=     a home, townhome, condominium, or mobile home.

438=                  Next, the defensive driver discount

439=     applies when an operator receives a certificate

440=     certifying voluntary attendance and successful

441=     completion of an accident prevention course or

442=     motorcycle rider course approved by the Insurance
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443=     Commissioner.

444=                  I want to reiterate that the premium

445=     changes are taken very, very seriously by

446=     Allstate, and we fully understand the impact of

447=     these changes on our customers.  It's equally

448=     important to understand that we must carefully

449=     balance our premium inflows with our expected

450=     costs, to ensure that we make good on our promise

451=     to our customers.

452=                  Thank you for your time this

453=     evening, and I will hand the floor back to Ed.

454=                  MR. CLARK:  Actually, that's our

455=     closing for now.  Again, we appreciate

456=     everyone's, you know, hearing the information in

457=     regards to our situation with the current

458=     company.  We appreciate the opportunity to share

459=     our experience, and certainly value our

460=     customers' continued support and appreciation of,

461=     you know, doing business with Allstate.  Thank

462=     you.

463=                  DEPUTY COMMISSIONER REED:  Thank you

464=     for your comments.  Before we go to INS, I do

465=     have a couple of questions.  I'm not an actuary,

466=     so can you -- you said -- and maybe I heard you
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467=     wrong.  You said premium enclosed premium

468=     outflow?

469=                  MR. CHOWDHURY:  Premium inflows and

470=     outflows.

471=                  DEPUTY COMMISSIONER REED:  Oh,

472=     inflow.

473=                  MR. CHOWDHURY:  Yes.  The premium

474=     collected is inflow to the company.

475=                  DEPUTY COMMISSIONER REED:  Got you.

476=     Just wanted to make sure I understood you.  The

477=     other question I have is the premium swing.  When

478=     I looked at the graph that you had provided on

479=     the file, you had -- you said roughly 20 percent

480=     of the people will get 20 percent or more?

481=                  MR. CHOWDHURY:  27 percent of the

482=     customers will see an increase greater than 20

483=     percent.

484=                  DEPUTY COMMISSIONER REED:  Greater

485=     than 20 percent.  Overall, when I looked at that,

486=     it appeared that 39 percent of the policyholder

487=     base would see at least 10 percent, or a double

488=     digit increase or greater.

489=                  MR. CHOWDHURY:  Okay.

490=                  DEPUTY COMMISSIONER REED:  You also
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491=     have that on the other side of the pendulum, the

492=     swing of the decreases, as well.  When I looked

493=     at the 10 percent, let's say the 10 percent to 20

494=     percent.  Those that are getting 20 percent or

495=     more are considered very high risk?  They're the

496=     ones getting that increase?  Or is it coming in

497=     those zip codes, or in those areas?

498=                  I'm trying to establish like the --

499=     to me, when I looked at that, it appeared that

500=     I'm getting a 10 percent increase even if I'm one

501=     of your good substandard drivers -- if there's

502=     such a thing as a good substandard driver -- but

503=     I'm getting a 10 percent increase because I'm in

504=     this zip code.

505=                  MR. CHOWDHURY:  Okay.

506=                  DEPUTY COMMISSIONER REED:  Or I'm in

507=     this area, maybe where you have more higher

508=     claims or something.  Can you explain that?

509=                  MR. CHOWDHURY:  Sure.  So we are

510=     touching and updating the rates for multiple

511=     rating plans.  And a rating plan is essentially

512=     one piece that goes into determining your final

513=     rate.  So different factors that go into

514=     determining your rate are your age, where you
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515=     live, your accident history, violation history.

516=     So there are multiple factors that ultimately

517=     determine the final rate.

518=                  We are updating the rates for many

519=     of those rating plans.  Territory is actually one

520=     rating plan that we are not updating.  So all

521=     else equal, two customers in different

522=     territories should not see a different rate

523=     change.  Assuming all else equal.  Same exact

524=     risk profile, one maybe in Wilmington, one maybe

525=     in Dover.  But as long as they are the same exact

526=     risk otherwise, there should not be a difference

527=     in rate.

528=                  However, I did mention that we are

529=     updating the factors for other characteristics.

530=     And so, you do have that swing, since there are

531=     many factors that are being updated, to the

532=     extent that you're a customer that is getting the

533=     increase due to multiple factors, you're going to

534=     be on the higher end of the histogram on the rate

535=     change distribution.

536=                  So on average, it seems that the

537=     single vehicle, the ones who do not own a home,

538=     and only have liability coverage, so your bodily
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539=     injury, property damage, personal injury

540=     protection, and uninsured motorist coverage,

541=     they're the ones who are on the higher end of

542=     that distribution.

543=                  And then on the flip side, the rates

544=     compared to average have gone down for the

545=     customers who have multiple cars, who own a home,

546=     and have more than just the liability coverage,

547=     which includes collision coverage and

548=     comprehensive coverage.

549=                  So, multiple factors ultimately

550=     result in the final rate.  We are touching

551=     multiple factors.  And it just depends on your

552=     characteristics, and if you happen to, for each

553=     characteristic, be on the end where the rates are

554=     increasing, when you put that all together,

555=     you're going to see the larger than average

556=     increase.

557=                  But again, on the flip side, if

558=     you're a customer that is on the better side of

559=     each characteristic that we're updating, then

560=     you'll see --

561=                  DEPUTY COMMISSIONER REED:  A

562=     decrease?
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563=                  MR. CLARK:  And the way we view

564=     that, Gene, from a business perspective, is by

565=     getting to the most accurate rate even at an

566=     individual customer group around the

567=     characteristics that Wasim described.  That way,

568=     the customers whose performance is better than

569=     their current rate, that they have an opportunity

570=     to save money, or potentially pay less than the

571=     average rate that they have.

572=                  If we -- if our pursuit is to try to

573=     minimize the overall experience within the book,

574=     we would try to center more of the, you know,

575=     overall rate change around the -- you know, the

576=     eight and a half percent within this change that

577=     we're making here.

578=                  We think that's, you know, not in

579=     the best interests of a good percentage of our

580=     overall customer group.  And that would be a

581=     group that we would hope to have the opportunity

582=     to retain, as well as, you know, grow within this

583=     book of business.  We certainly want to grow in

584=     the other segments, but not at the current rate

585=     level that we charge.  We need a more adequate

586=     premium to be able to do it.  And that's what
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587=     creates what we refer to as spread within the

588=     overall rate level.

589=                  DEPUTY COMMISSIONER REED:  Okay.

590=     Thank you.  One last question.  Credit score, as

591=     you know, is used for new policyholders, not

592=     existing policyholders, under Delaware law.  If

593=     someone were to come to Allstate and had a very

594=     clean record, but had a very poor credit score

595=     rating, would they go to the substandard company,

596=     or could they also be written in the -- the

597=     better, or however --

598=                  MR. CLARK:  Yeah.  We do not have

599=     any underwriting guideline in regards to your

600=     credit score here in Delaware.  So a customer for

601=     all other perspective qualifies for the

602=     Allstate -- today it's the Allstate Property and

603=     Casualty Company, which is our standard auto

604=     company, they would not be in any way restricted

605=     or required to pay more, or be placed in a higher

606=     risk auto company.

607=                  DEPUTY COMMISSIONER REED:  Okay.

608=                  MR. CLARK:  We don't have any

609=     guidelines, and we believe that's in accordance

610=     with what we'd be asked to do here in the state.
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611=                  DEPUTY COMMISSIONER REED:  Very

612=     good.  Thank you.  INS.

613=                  MR. MACESIC:  Okay.  INS

614=     Consultants, Inc., has been retained by the

615=     Delaware Department of Insurance to conduct an

616=     independent actuarial review of Allstate

617=     Indemnity Company's private passenger automobile

618=     rate filing that was submitted on November 14th,

619=     2011.

620=                  The scope includes a review of the

621=     filings submitted by Allstate Indemnity, an

622=     evaluation of the key assumptions contained in

623=     the company's rate level analysis, and the

624=     independent development of an indicated rate

625=     level change.

626=                  The rate filing was submitted by

627=     Rick Wisniewski, associate state filings director

628=     of Allstate Indemnity.  This review was conducted

629=     by David J. Macesic, ACAS, MAAA, and key elements

630=     of this review were peer reviewed by Robert W.

631=     Gardner, FCAS, MAAA.

632=                  INS has reviewed this submission in

633=     its entirety, along with other filing material

634=     requested of and received from Allstate
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635=     Indemnity.  The rate filing requested an overall

636=     rate level change of plus 15.0 percent.

637=                  INS finds that the proposed rate

638=     level change of plus 15.0 percent is not

639=     substantiated by the materials received from the

640=     company.  INS finds that a proposed rate level

641=     change in an amount no larger than plus 8.8

642=     percent is substantiated by the filing material

643=     received.

644=                  DEPUTY COMMISSIONER REED:  Is that

645=     your report?

646=                  MR. MACESIC:  That's it.

647=                  DEPUTY COMMISSIONER REED:  That was

648=     pretty quick, Mr. Macesic.  Good report.  Are

649=     there any questions from Allstate on that report?

650=                  MR. CLARK:  No, sir.

651=                  DEPUTY COMMISSIONER REED:  There's

652=     no one here from the public, so I will ask a few

653=     questions.  Can you please tell me what an ACAS

654=     and an MAAA and an FCAS are?

655=                  MR. MACESIC:  Associate of the

656=     Casualty Actuarial Society, versus a Fellow of

657=     the Casualty Actuarial Society.  And MAAA is a

658=     Member of the American Academy of Actuaries,
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659=     which means we are accredited actuaries.

660=                  DEPUTY COMMISSIONER REED:  Okay.

661=     All right.  I don't have any questions on your

662=     report.  You did a great job working with our

663=     rate analyst and rate assistant director.  I

664=     appreciate you doing that, and working with the

665=     Commissioner on this file, and also working with

666=     the Allstate actuary so that we could come to a

667=     change in the overall indicated rate level amount

668=     of, you said, 8.8 percent?

669=                  MR. MACESIC:  No.  It's not larger

670=     than plus 8.8 percent.

671=                  DEPUTY COMMISSIONER REED:  Okay.

672=     Not larger than 8.8 percent.  I appreciate your

673=     working with the Department and our staff.

674=                  MR. MACESIC:  Thank you.

675=                  DEPUTY COMMISSIONER REED:  I'm going

676=     to leave the record open until -- since there's

677=     nobody here since 6:00, I'm only going to leave

678=     the record open for another ten minutes.  We'll

679=     come back, take a ten minute recess, come back.

680=     If there's no one from the public here, we will

681=     go ahead and close out the hearing.  I appreciate

682=     everyone here that was here in attendance.
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683=                  Let me just ask Rhonda a quick

684=     question.  As far as procedural, I know you have

685=     it in the notes, but if you could tell me, are we

686=     leaving this open until Friday, the record?

687=                  MS. WEST:  Yeah.  What we'll do,

688=     because in case there was something now, we'll

689=     leave it open until Friday the 23rd, and then we

690=     close it out officially at that point.

691=                  DEPUTY COMMISSIONER REED:  That's

692=     Rhonda West, regulatory specialist for the

693=     Department.  That's what we'll do.  Take a

694=     ten-minute recess, and then we'll come back.  If

695=     no one from the public is here at 20 of 7, we

696=     will conclude the hearing tonight.

697=                  (Briefly off the record)

698=                  DEPUTY COMMISSIONER REED:  Okay.

699=     We're back on the record.  It is now 20 minutes

700=     to 7.  There are no members from the public

701=     present, and as our regulatory specialist Rhonda

702=     West stated, we will keep it open for any written

703=     comments until this Friday at 4:30 p.m.

704=                  MS. WEST:  We've not received any

705=     yet.

706=                  DEPUTY COMMISSIONER REED:  Yeah.  I

fmt=pb

707=     think that's important for the record.  We

708=     haven't received any comments to date.  We

709=     appreciate the members of Allstate being here

710=     today, and we appreciate INS for giving their

711=     overview of the filing submission.

712=                  So, we will let the record reflect,

713=     again, no public attendance, and we are closing

714=     this public session as of now.  Thank you all for

715=     coming.

716=                  (Hearing concluded at 6:40 p.m.)
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731=                  REPORTER'S CERTIFICATE

732=

733=         I, JULIANNE LaBADIA, Registered Diplomate

734=     Reporter and Notary Public, do hereby certify

735=     that the foregoing record, pages 1 through 30

736=     inclusive, is a true and accurate transcript of

737=     my stenographic notes taken on March 20, 2012, in

738=     the above-captioned matter.

739=          IN WITNESS WHEREOF, I have hereunto set my

740=     hand and seal this 22nd day of March, 2012, at

741=     Wilmington.
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