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CIRCULAR LETTER TO ALL MEMBER COMPANIES 
 
 
 
 
 
 

Re:  Revised Automobile and Motorcycle 
Insurance Rates - North Carolina 

 
On January 31, 2003, the Rate Bureau filed with the Commissioner 
of Insurance rate level changes for non-fleet private passenger 
automobiles and motorcycles. The Rate Bureau's filing set forth 
(1) average rate level changes for non-fleet private passenger 
automobiles of -1.6% for liability coverages and -19.0% for 
physical damage coverages, averaging -10.0%; and (2)average rate 
level changes for motorcycle liability coverages of -5.3%.  In 
addition to revised private passenger automobile and motorcycle 
insurance rates, the Rate Bureau’s filing included revised 
classification and sub-classification plans rating factors. 
 
Following lengthy negotiations, the Rate Bureau and the 
Commissioner of Insurance have agreed to settle the 2003 private 
passenger auto insurance rate filing.  Enclosed herewith is a 
copy of the signed Settlement Agreement and Consent Order dated 
April 2, 2003 in connection with the settlement. 
 
Also enclosed are exhibits which set forth the revised base rates 
for non-fleet private passenger automobile liability and physical 
damage coverages, the revised relativities for motorcycle 
liability coverages, and revised classification and 
subclassification plans rating factors. These revised rates and 
rating factors are approved by the Commissioner of Insurance, and 
therefore no portion of the premiums written using these new 
rates and rating factors is required to be placed in escrow. 
 



These changes are effective in accordance with the following Rule 
of Application: 
 

These changes are applicable to all new and renewal policies 
effective on or after July 1, 2003.  No policy effective 
prior to July 1, 2003 shall be endorsed or cancelled and 
rewritten to take advantage of or to avoid the application 
of these changes except at the request of the insured and at 
the customary short rate charges as of the date of such 
request, but in no event prior to July 1, 2003. 
 

The Rate Bureau is advised as follows with respect to private 
passenger automobile insurance ceded to the North Carolina 
Reinsurance Facility:  Based on a filing submitted by the 
Facility to the Commissioner of Insurance, the changes in the 
classification and sub-classification plans rating factors 
described above also apply to private passenger automobile 
insurance ceded to the Facility, effective July 1, 2003 in 
accordance with the same Rule of Application set forth above.  
Concurrent with the changes in these rating factors , the base 
rates for "other than clean risk" business ceded to the Facility 
are revised to be consistent with the revised factors.  These new 
base rates for "other than clean risk" business ceded to the 
Facility are set forth in the enclosed exhibits.  In addition, 
the rates for uninsured motorists coverages, combined uninsured 
and underinsured motorists coverages and motorcycle liability 
coverages described above also apply to private passenger 
automobile insurance ceded to the Facility.  All of these revised 
rates are effective July 1, 2003 in accordance with the same Rule 
of Application set forth above. 
 
 
ESCROW REQUIREMENTS 
 
With regard to the rates implemented April 1, 2002 and in force 
through January 26, 2003 (see Rate Bureau Circular Letter A-02-
01), companies were required to escrow that portion of the 
premium which exceeds the premium using the Commissioner's 
ordered rates.  That escrow account arose from the 2001 Auto case 
and applied to all policies becoming effective during the period 
April 1, 2002 through January 26, 2003.  This escrow is not 
affected by the settlement of the 2003 Auto case and companies 
should maintain this escrow until the 2001 Auto case is resolved. 
 
With regard to the rates implemented January 27, 2003 (see Rate 
Bureau Circular Letters A-02-7, A-02-8 and A-02-9) and which will 
be in force through June 30, 2003, companies are required to 
escrow that portion of the premium which exceeds the premium 
using the Commissioner's ordered rates.  This escrow requirement 
arises from the 2002 Auto case and applies to all policies 
becoming effective during the period January 27, 2003 through 
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June 30, 2003.  The amounts currently in this escrow account and 
the amounts placed into this escrow on policies becoming 
effective through June 30, 2003 are not affected by the 
settlement of the 2003 Auto case and companies should maintain 
this escrow until the 2002 Auto case is resolved.   
 
As noted above, the revised rates and rating factors arising out 
of the 2003 Auto filing for use on policies becoming effective on 
and after July 1, 2003 are approved by the Commissioner of 
Insurance and no portion of the premiums written on policies 
becoming effective on and after July 1, 2003 is required to be 
placed in escrow.  
 
 
NOTICE REQUIREMENTS 
 
Also be advised that G. S. 58-36-45 provides as follows: 
 

"Whenever an insurer changes the coverage other than at the 
request of the insured or changes the premium rate, it shall 
give the insured written notice of such coverage change or 
premium rate change at least 15 days in advance of the 
effective date of such change or changes with a copy of such 
notice to the agent. This section shall apply to all 
policies and coverages subject to the provisions of this 
Article. . .." 
 

In the past, some insurers have given notice of premium rate 
changes by providing to an insured and agent, at least 15 days in 
advance of the  effective date, a renewal policy, renewal 
certificate, billing or endorsement showing revised rates, 
together with a written notice substantially as follows: 
 

NOTICE OF RATE CHANGE - NORTH CAROLINA 
The premium for this policy reflects changes in rates 
applicable to North Carolina placed into effect under the 
provisions of Article 36, Chapter 58 of the North Carolina 
General Statutes. 

 
The form of this notice has varied at the option of the insurer 
(printed notice, stamp, stick-on label, etc.). Companies should 
consult legal counsel with respect to the appropriateness of 
their own procedures under this statute. 
 
 
Reprinted Personal Auto Manual pages will be distributed, in the 
usual fashion, as soon as possible.  In the interim, notice of 
the revised rates and rules should be sent as soon as possible to 
your agents to make them aware of the new rates and rules. 
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The following is a list of attachments: 
 
 A-1 to A-4 Settlement Agreement and Consent Order 
 A-5   Summary of Approved Rate Level Changes 
 A-6   Voluntary Liability Manual Rate Page 
 A-7   Ceded Liability Manual Rate Page 
 A-8   Revised Base Rates - Voluntary Liability  
 A-9   Revised Physical Damage Base Rates 
 A-10 to A-11 Model Year and Symbol Relativities 
 A-12   Revised Uninsured Motorists Rates 
 A-13   Revised Combined Uninsured/Underinsured 

Motorists Rates 
 A-14   Revised Motorcycle Liability Relativities 
 A-15 to A-16 Revised Classification and Sub-Classification 

Plans Factors 
 
Please see to it that this circular letter is brought to the 
attention of all interested personnel in your Company. 
 
        Very truly yours, 
 
        F. Timothy Lucas 
 
        Personal Lines Manager 
FTL:dp 
 
Enclosures 
 
A-03-1 
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