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Re. ltem 01-80-84 - Assigned Risk Mandatoty Loss Sensftive lﬁm PIECHSRP)
N fawi 3 . . 5 g S0t C.‘&F.'}L’.H&
Deas Commvissioner Richards: |  TREE O i

; In accardancs with the applicable statutes and reguiations of Seuth Carolira, 1 am filing
: for your consideration and approval the above-captioned itéin filing. This item filing is
) propuser to become effective on March 1, 1994, applicable ta new and renewal Buginass
! in the Workers Conipansation Insurance Plan. Once the filing is approved the program
will apply, to eligible accounts, with effective dates on or after Seplember 1, 1994,

The purpose of this filing is (o create 2 mandatery assigned risk retrospeciive rating
grogram for smployets having residuat markat premium equal to or exceading $200.000,
This rating program, the Loss Sensitive Rating Plan (LSRPF), is designed to provide largs
employers with added financial incentive ta promote safely and reduce losses by
sequiring them fo accept greater finencial responsibility for the losses thay incur. Tothe
exient an assigned risk employer conirols losses, there will be & rewatd through lawer

preriums.

The (SRP has the added advantage of encowraging the large employer fo obtain
coverage in the voluniary market by removing the potentlal financial advaniage that

gusrantesd cost residual market coverags may surrently provide.

ingluded a8 part of the fillng package s & listing of emgloyers from cumrent records
identified as potentially baing efigible for the LSRE. Any existing WGIP employers
idantified ag being sfigible will recalve a six month notice of the imolementation of LSRR
in order b be provided ine epporiuniy piace coverage in the voluntary market, WNew
efigible risks coraing inte the WOIP on or after the Impiementation dave whl be provided
a 12C day window cf oppoitunity, after effecive date of coverage, o pisce coverage
voluntarily thereby avoiding application of L SRP to the petiog for which coverage was

in effect.

102 £, Collags Avenus, Suits 550, Tallihasses, FL 32301
Tolophans: S04-224-7200 s SCDOI 00011
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Dursusrt fo the authorty of e Flan, NOGH in Hs capacily 8% Fisa Adminisirior, I8
making tiis fillng on bahglf of the participating Ingurers in the Workm' Compensation

Insuranca Plan in your jurisdiction,
Plaase contact me if you nead additional Information,

Respectiully submitted;
NATIONAL COUNCHL ON COMPENSATION INSURANCE

Roy Q. Wood

Rirector
Sovermnment, Consumer and Industry Aﬁairs

co.  Executive Diractor, Workers' Compensation Comrission
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May 6, 1094 56-94-01 PLAN-SCO41 Page 1 of 1

Contact: James R, Nau, Director 407-957-4563 v
Technleat Contacl; Paula Shields, Residuat Market Underwriling 407-897-4389

SOQUTH CAROLINA ITEM FILING ) .
ITEM 01-8C-94—~ASSIGNED RISK MANDATORY LOSS SENSITIVE BATING PLAN (LSRP)

The South Carolina Department of Insuranee has approved the ahove-captioned item fillng whish
became effective March 1, 1994, with Implomantation.Septerbier. 1,.1994, applioable-to.nev.and:
renewal assignad I15K business, The assigned risk Loss Sensitive Rating Plan (LSRP) will be
_mandatory for all assigned visk insutreds with standard premiur equal to oF exceeding $200,000.
*rhe purpose of this plan Is to depopulate the residual market, to promote safety aiidivssoatitrol

and to provide falrness.
A copy of the fillng memorandum and exhibits are altached for your reférence.

The foliowing are the factors 1o be used In the caloulation-of the L8RP

Mmimum Premium Factor. 0.75
Maximum Premium Factor 1,76
Less Conversion Factor 1128
-"Tax Multipller 1,128 . AN
LSRP Devsloprnent Factors* . Ko K
18t Adjustment 00 et M N
2nd Adjustment . 00 o
3rd Adjustment 00 s
Ath’ Adjustment Kile) '

* Rolrospestive Dovelopment Faolora are not applicatle In South Carollna.

)

.. ‘Thegssigned carder willbe regulred to enclose a pamphlet with the ngw aod tenewal assigned risk -
Fas poﬂﬁ&mj_hgmﬁyswwhgﬁ%gr_emiu “qx(;:e;(i!g;‘gg 50,000, The pamphlet provides a technival
: }\’ overview of the program, how [T Is applicabla15ths pollcy and how [t affects premium,

=" - ‘The pamphlet, The Loss Sensiive Rallng Plan (LSRP), An Empleyer's Guids to the Mandatory

Asslgned Risk Relrospeotive Rating Program, can be purchased by contacting NCGCl’s Order
Provessing Department at 800-NCC| 1-2-3. Please mention Product Code 2818,

A
ot

W
T
€

P

760 Parlc of Gommerce Drive, Boca Raton, L 33487 W Telephone: 407-997-1000
CIRBi0.8
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NATIONAL GOUNCIL ON COMPENSATION INSURANCE . ITEM 018094
FILING MEMORANDUM ’ '

llem 04-8G-94 Assigned Rlsk Mandatory Loss Senslive Raling Blan (LSRR}
To be sffective 12:01 AM., March 1, 1964, applicable fo New and Renewal Business

Purposs: '

The purpose of this filing is to creale a mandatoty assigned sk relrospective rating program for employers
having residual market pramium equal fo or éxceeding $200,000, This rating program, the Loss Sensltive
Rating Plan (LSRP), Is designed to depopulate the residual merkst, fo promote saf'ety and loss-conirol,

and to provide faliness. -

Large employers would be encouraged to obtaln coverage in ths voluntary market since the potential
finaniclal adventage that guaranieed cost resldual market covarage may ourrently provide for these
amploysrs would be removed, Thetefore, the LSRP has the potential for depopulating the residual merket
and thus reducing the asslgned risk burden. .

The LSRF would zlso provide large employers with an added financial inceniive to promote safefy and -
reduce losses by requiring them to accept greater financlal responsibliily for the losaes they heur. To the
* oxtent an assigned risk employer contrals losses, there will be a reward through lower premiums. :

The LERP promotes falrmess by rewarding thosé rlsks with good loss expetishoe With lower premiums and
perializing those risks with poor loss experlence with higher premiums.

Background:

The residual market Is Intended & serve as the market of last resort, This market ensures the availablity
of warkers compansation and employers liability Insurance to all eligible emplayers requlred by law fo
secure this goverage but who are unsble to obtaln It through the voluntary market, The residual market
was nat Intended to compets with the voluntary tarket by allowing fisks o avold.various loss sensiiive

rating offers for guarantesd cost policles.

(n considering alternatives for the Jarge employer, 4 loss-sensitive plan js the prefemed rating method.
Loss-sensitive rating T8 more equitabla because those employers Incurring the losses help pay them, and
employers affected by the LSRP are large enotigh that they should have the means to effectively reduce

. losses.

Proposal:

It 15 propased that the attached LERP be implemented six months from the date of ragutatory approval
of thls program. Upon approval, all L.8RP-gligible accounts, the producers and current servicing carrers
will be advlsed of the approval and jmplementation dates, as well as the L8RP parameters, These large
employers will be enceuraged 1o obtain coverage I the volunlary market and the six month advance notice

glves them sufflojent lime to do so,

APPELLANT ROA 00404 SCDOI 00014
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NATIONAL COUNGCIL ON COMPENSATION INSURANGCE ITEM 01-6C-94

éummary of the Plan!

To reduce losses, a plan should provide a posiiive, long-term finanoial Incentive by rewarding excellent
performance with reduced cost, Howaver, as this is the resldual markel, such a plan had to provide this
incentive without being competifive wilh valuntary market loss-sensitive pricing programs. Therefore, the
LSRP must bo mandatory and ¢ontaln parameters that are less favorable than typleal plans avallable n

the voluntary market,

Tha followlng Is a summary of LSRP whioh demenstrates that a mandatory loss sensitive raling plan Is
approptiate for this slze risk and wiil ba effective In reduclng smployariosses and depopulaling the residual

market.

Eliglbiitty |s established at $200,000 in standard premitim primatily bacauss risks of this size are axpected
to have a sufficlent number of clalims fo allaw less control programs fo be effective. Loss-sensltive plans
are also customnaiily avallable in the voluntary market for isks of this skze.

The LSRP Is a simple loss sensitive plan constructed to be uniformly applied fo all eligible rlsks, The “ons-
sebof parameters-fits-all" approach was designed to engender a basic premium factor whoss impact
inoreases with slze of tisk, This is appropriate since the larger the tisk, the greater the opportunity for
finding coveraga in the volunlary market, These plan parameters are not negofiable for twe reasons;
"tallored” or designed plans are avallable In the voluntary markef; and as the resldual market asslynment
machanisi Is random, the “Iuclc of the draw" would defermine the lyps of plan provided, thus reducing the
chance of falrness. _

A princlpal objective s to ¢reate a plan which Is fot compelitive with balanced, voluntary market plans,
With the selected 0,75 minfinum (Jow enough to produce a reasonable yeturn), the 1.75 maximum
(appropriate for this sfze dsk), and he 1,425 loss cohversion factor (LCF), a basic factor for a balanced
pian can be caloulated, However, unflke traditional retrospective rating plans, LBRP Is not intended fo be
halanced. Therefore, the basle factor was seleoled to be a fixed 0,80, This Is consistent with the goal of
.the plan to encourage such insurede to find voluntary coverage.

The fixed 0,30 baslo factor means tha LSRP basic premlum factor Is higher than it would have baen under
a halanced pfan, with the impact Increasing with the slze of risk. This oceuss for two tsasons, First, the
expense portion of the basio dossn’t taks Info account the effect of the premium discounts, and second,

the fixed baslc Js in contrast to the fact that the insurance charge should decrease as the sk size

Inoreases.

The proposed state tax multipliet for Sauth Caroling will be 1.123. it represents the currently approved
tax multiplier exolusive of any assignad risk subsidy. Gurrently approved retrospectwe development factors
(RiFs) will be used. These factors will change with subsequent changes in rates and raﬁng values.
These factors will be published In the state exception pages of the basic manual,

As menttoned ahove, the factors were selected because they "work” In comblnation. Some additional
comments on the factors howeaver, are appropriate:

SCDOI 00015
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NATIONAL COUNGIL ON COMPENSATION INSURANCE ITEM 01-8G-94

* The RDFs will bs uséd with (he first (hree (8) valuatlons to Yeflect loss development.
Thess factors have a proven frack racord for accuracy and shotld reduce the likellhood
of first valuation refurmn premiums followed by subsequent valuations caliing for additionat
premiums as the losses mafure, As Is customary In retrospastive rating, the RDFs will be
applled to promium, this relleving any additional pressure on loss reserving, The RDF$
will not be applied to the fourth and final adjustinent, :

* The declsion not to offer loss caps was based on the deslra to avald any oarrier/insured
plan negotlations that will, by nature, differ from carifer to carrier. I addlitlon, the 1.76
maximum Is relatively Tow for this bools of busiiess and it tends to serve as a loss cap,

* Four (4) valuations were selectad o aflow Josses ta mature, Removing the RDFs at the
fourth adjustment provides a fair ahd reasonable means of closing out the LSRP for.a

glven polley year.

The LSRP's success will ultimately he datermined by the extent to which Insurets oblaln coverage'in the
voluntaty market and the Impact on the employer’s losses, The essential elements are present for
significant safely impravemerits and loss reduction to occur-employer motivation to lessen the bottom-line *
Ihsurance costs and the avallabllily of loss control programs. ’

Collection pioblems are to be anticipated, however, several steps have been taken fo minimize
uncolizctibles )

* An additiona] 20% LERP deposit pratium Is required which wili be held without interest
untlf the first adjustiment. This is a deviation from the {raditional voluntary retro plan,
which hormally requires colfateral fo be based upon the difference belwsen Incuired
Josses and uliimate projestion of those losses and for the collateral to be held untll the
refro plan is closed, This ts genetally a larger amourt and held for an Indefinite period,

* The carrder will be required to retaln the 20% additienal LSRP deposit and any finat audit
return premiam untll the first valuation has been completed and billed.

* Evan though the LESRP deposlt is. preferred, to provide optlons to an employer, an

. accoptabls, clesn, uncondifional, Irevoocable Letter of Credit (1LOC) containing an

altomatlc renewal clause, drawn on a bank that is 2 member of the Fedetal Reseve and
obtafned at binding, Is saflsfactory.

* ‘The carrier will have the right fo cance! ihe current assigned risk policy if the adjustments
are not pald as required. It shauld be hoted that the dispule resolution procsdura in the
WCIP applles to legitimats premium disptites.

Catrlers must be conslstent with hoth the voluntary customers and the LSRP custometrs In handling claims
and ¢ollections as applied to canaellations and bankrupteles, [n the event of canceliation or banleuptey,-
the maximum premlum generated wnder the origingl LSRP -caloulation will yemaln In effect. This wii
ensure that the relnsurance mechanlsm Is protected for the maximtim exposure should subsequent
.adjustmenta generate additional premiums, . -

8
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NATIONAL GOUNGIL ON COMPENSATION INSURANCE ITEN 01-5C-04

It Is recognized that many fastors cantrlbute to premium changes after policy inception, ospecially audit,
To accommotiate premjum Increase, while avolding costly sancellations and rewrites within the policy
perlod, a time frame of 120 days Is considered reasonable to tetroastively convert a guarantesd cost polioy
to the LSRP, If atter the 120 days of the coverage term, it is determined that the employer qualifies for
the LSRP, the current policy shall hot be affected, but LSRP will apply at renewal. A provislon has heen
Included to convert the pollcy pro rata from inception to the L8RP, if at any time it Is determined that
mistepresentation or omission of pertinent information aoourred by thé Insured, Its agent, employees,
offlears or directors that oaused the policy fo be Improperly wiliten as guarantesd bst,

It the employer's premium falls below the $200,000 {hreshold during the policy perlad, tHe same 120-day
determination period applies. In this Insfance, when thé premium falls below $200,000, a retroactive
converslon to guaranteed cost would result. Since depopulation fs a major goal of LSRP, a "selense”
clause will be avallable. If voluntary coverage Is obtainad within 120 days of policy {nceplion, prerium

woudd be ealeulated based on guaranteed cost,

The L8RP has been designed to accommodate the large assigned risk employer when that employer has

operations In several stales, The plan provides fora multl-state policy when the following conditions exIst:

1) when the estimated aggregate (tofal of all statos having approved LERP) annual standard premium

meets the premium eligibllity, requirement for the LSRP state generaling the largest premlum; and 2) the

_ asalgned carrler Is capable of providing sesvice in all requested states, [Fmultl-state coverage is applicable
“and oludes states that have not appraved the LSRP, then separate poflcles will be lssued.

Example 1!

Siate A has a premium eligibility threghold of $260,000.
State B has a promium eligibfity threshald of $200,000.

The application requests coverage Ih state A and State B. The pramiurs for State A Is $40,000
and the premium for State B ls $160,000, LSRP will apply to this acoount since the total policy
premium meets the aligibility threshold for State B end State B has the largest premiun.

Example li:

State A has a pretnium eliglblity threshold of $260,000.
State B has a premium ellgibility threshold of $200,000.

The application requests coverage in Sfate A and State B, The premium for State A Is $160,000
and the premium for State B Is $40,000, LSRP will not apply lo this ascount since the ellgibility
threshold for State A 1s $260,000 and State A has the largest premium, which does not meat the

eligiblllty requlrements.

in order for LERP to bs stccessiul, every employar In the resldual market must understand the potenflal
impaot of the LSRE on Its premium, The following nofification raethods were selecled:

¥ Every polioy [ssited In the residual market will cany an éndorsement advising that any
policy exceeding the sliglbility threshold will be oligible for the LSRP.

* Assigned risk application Instructions will be modified to inolude a statement containing
potentlal applicebilily of the LSRP and details of the Plan,

*  The WOIP binder addillonal notice will include a statement regarding the applicabllity of
) the LSRP for employers meeting the premium eligiliity requirement.  Also, assighed
carriers' renewal quotes will oarry a similar statement.

4
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NATIONAL COUNCIL ON COMPENSATION INSURANCE JITER 04-5G.-04

* In additlon, & broohure, explaimng {ha LSRP will he provlded to cafrlers and producers,
and will be made avallable to employers,

Produger foss are payable in accordance with the South Carolina Producer Fee Schadule subject fo tha
following exneptions:

* No additionel producer fee is payable or refum commlsslon ohargeabla as a result of
LSRP valuation aclivity,

* Praducer fees wiil not be pald on lha LSRP Cantingency Daposlt Premium,

Irpact:

Currently In South Caroling, there are approximately 36 risks with premium of $200,000 or more, These
risks compiise about 0,02% of the policles In the residual market, but make up about 8% of the total

premium writters,

In South Caroling, the total impact of LERP on residual mark_et premium Js expected to bo negligible. The
tltimate Impact of LSRP, howaver, will depend on the Indjvidual employer’s losses over fime, the extent
to which employers obtain coverags in the voluntary market, and the adequacy of rates af the time LSRP
goes into effect, With good loss experlence, the amployers final premum {s typloally less than standard;
it s more than standard with paor loss experlence.

Implementafion:

The attached exhiblts llusirate theo Basle Manual changes which will be reguired In order o implement
L8RP, the endorsements which will be utiflzed and the finansial reporfing prooedures required fo track the
program, Additlonally, either the NGC) applioation or ACORD 133 application, whichever Is appropriate,
shall be modiffed to coptain g, statetment of applicant acknowledgement of the LERP, Approval of this
program consfitutes approval of any necessary application or lnstructlon changes.

cancluslon.

The LSRP la expeocted to provide large employers with the Incanilve to sée!,( coverage In the voluntary
market, to Improve safety, and reduoa losses,

The attached example jllustrates the method of determining the retrospectrve premium for eagh of four
adjustments for an average-slze risk with fosses determined by an average expected loss ratlo.

. |
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NATIONAL COUNGIL ON CONMPENSATION INSURANCE ATEM 04-56G-94

LSRP CALCULATION EXAMPLE

Retro Premium{RP) = Tax{{Baslo X 8} + (RDF x LOF X §P)  LOF X Insured Loss]] .

Standard Premium (SP) = 339,000
Expeofed Losses (8P XLR) * = 339,000
Incurred Loss fst Valuation = 254,280
Incurrad Loss 2nd Valuation = 271,200
ihourred Loss 3rd Valuation = 305,100
ouised Loss 4th Valuatlon = 339,000
Relrospective Developiment Faotors (RDF) 1st Adjustrment 0.31
ot 2nd Adjustment 0.21
, 3rd Adjustiment 0,15
. 4th Adjustment 0.00
Baslo » 0.30 .
Minfmum = 076 or $254,250 (minimum premium}
Maximum £ 178 or - $593,250 {meximum premiuim)
Loss Cohverslon Factor (LCF) = 1.125
Tax (Tax Multipller) " 1.126

1st Adjustment

RP = 1.126[(,30 X 339,000 + (.31 X 1.126 X 835,000) * (1.126 X 264 250)]
RP = 4,126[101,700 + 118,226 + 286,031)

RP = 1,126[605,857)

RP = 667,708

Ind Adjugtinent

RP = 1.126](30 X 338,000) * {21 X 1,126 X 339,000),* (1,126 X 271 200)1
RP = 1.126[104,700 + 80,089 + 306,100]
RP = 1,126{486,889] -

- RP = 548,237

ard Adiustment

. RP = 1,126}(.80 X 339,000) + (.16 X 1,126 X 339 ()00) + (1,426 X 305,100)]
RP = 1,126[101,700 + 67,206 343,208)
RP = 1,126[602,144] . '
RP = 866414

Ath Adlustment

RP = 1.126((,30 X 339,000) * {0 X 1.125 X 339,000) + (1.126 X 339,000)
RP = 1.426]101,700 + 0 *+ 381,376]

RP = 1,126[483,076]

RP = (34,842

APPELLANT ROA 00409 SCDOI 00018
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STATE SPECIAL RATING FLANS ARD PROGRANS
ASSIGNED RISK MANDATORY LOSS SENSITIVE RATING PLAN (LSRP)
SOUTH GAROLINA | '
BASIC MANUAL INSERT

PART ONE
DESGRIPTION OF THE PLAN '
. INTRODUGTION

The rules under this Plan are mandatory and apply only to Workers
Compensation & Employets Liability Insurance that is written under a Workers
Compensation Insurance Plan (WGIP) in those states that have adopted the-L.oss
Sensitive Rating Plan (LSRP), The LSRP shall apply to all assigned risk
employers qualliying for the Plan. The elements in the LSRP are fixed and
premium s determined and defined below.

A GENERAL EXPLANATIONS

1. Planis Mandatory

The Asslgned Risk LSRP ls a mandatoty Plan and shall apply to alf
asslgned risk policles with fotal estimated annual Standard Premium or
total audited Standard Prermium which equals or exceeds $200,000. -

Z. Ohject of the Plan

This Plan adjusts the premium for the insurance fo which It applles on the
basls of losses inourred during the petlod covered by that ineurahce, The
infent is 1o charge a premitim which reflects those [osses. This Planh uses
the losses Incurred durlng the term of the policy to establish the cost of
Insurance and ioludes provisions for all expenses and taxes on premium,

3; Loss Cantral Incentive In Use of the Plan

The LSRP provides an incentive fo the employer fo control and reduse
losses because the LSRP premium will be the result of losses durlng the
polley petiod. To the extentihe amployer controls losses, there fe a reward
through lower premiums. To the extent the Insured dods not control losses, -
thers is a penalty through higher premiums.

4, Experience Rating Plan Manual

Separate palicies in the WCIP under comimon majotlly ownership as
provided by the rulee of the Experlence Rafing Plan which are assigned to
the same assighed risk carier shall be combined for computation of the.

LSRP premium,

“ ’ SCDOI 60020
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b. R'fsks Operating in More Than dne éiate :

LSRP may be applied on an Infrastate or interstate basis. Refer to Part
Three for Mulfi-state procedures.

6, Premium Dlsgounf

In states where premium discount s allowed under a WCIP, the standard )
premium under this Plan is not subject to the premium discount as defined

In Rule VIl of the Basic Manual for Woriers Compensatlion and Employers
Liabllify msurance,

7. Increased Limits for Employers Liability

If the policy provides Increased limits for employers liability, such pretnlum
and incurted losses shall be subjeot fo LSRP.

8. ' LSRP Expenses

The Plan doss not include tables of expense tatlos for use by stock and
non-stock companies. The expenses are fixed and are mcluded in the

Baslo Premium,

9. Alroraft Classiﬂcaﬂon

. If the insurance subject to the Pla_Includes any of the airoraft
classifications, the, premium and losses for such classifications shall be
ingluded In the LSRP,

10.  Exclusion of Statutory Medieal Benefits ~ Ex-Medigat Ooveraqé

Policies written on an ex-medical basls are subject fo this Plan in states
whare permltted. :

1'1_. L,_rqe Consfruction Projects

Large Consfruction Projects are subject to this Plan In states where
perinitted,

2 SCDO) 00021
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. .
[ 1

1L DEFINITIONS
- A Employsr

Means any business organization or enterprise that ls required by statute
to malntaln workers compensation Insurance in a state or ahy state(s)
undet the WCIP, The term shall Include any business arganizatlons or
enterprises that are affiliated as a result of common ownership.

B, Insured

Insured means the assighed risk employer designated in the Infortmation
Page of the policy or pollcles to which this Plan is applied by the assigned
carrier that issues such Insurance. An instired may be two or more legal
entities If the same person, or group of persans, owns the majority Interest
in such eniifles. The Experience Rating Plan defines majotlty interest. 1t

usually means:

. Majority of voling stock, or
2. Maljorlty of members or directors if there Is no voting stock, or
3. Majorlty participation of general partners in profits of a partnership.

C. Risk
Risk meatis the !r}sured to which this‘ Plan Is applied.

D. Rates'
' 1. Authorlzed rate means those rates approvéd for use under a WCIP.

5, - Manual rate means the rafe shown after the classification code
number on the state rate pages In Part Thres of the Baslo Meanual
for Workers Compensations and Employers Liablity Insurance.

E. Standard Premium

For the purposs of this Plan, Standard Premium means the premium for -
the risk determined on the-basis of authorized rates, any experisnce rating
modification, ARAP, assigned risk suroharge programs other than LSRP,
Joss constants whare applicable, ahd minimum premiums. Determination

of Standard Premium shall exclude:
1 Premium Riscount,

2. The Expénse Gonstant,
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3. Premium resulting from the Non-Ratable Element Godes listed in the

Expetience Raling Plan Manual, for Workers Conipensations and

Employers Liabllity Insurahce,

4, Premium develoiaed by fie passenger seat surcharge under Code
7421—Aircraft Operation—ilying crew, and

5. - Premium developed by the occupational disease rates for tisks
subject to the Federal Goal Mine Health and Safety Act.

F. Deposit Pramiu

The deposlt pramium shall depend upon the schedule in effect in the state
generating the most payroll af the time of application. Refer to the state
WOIP or ACORD application forthe applicable promium payment schedule.

In addition to the applioable state WCIP premlum payment plan or deposit |
premium an additional LSRP deposit premium of 20%, or ab acceptable,
clean, unconditional, Iirevocable Letter of Cradit (ILOC), containing an
automatio renewal clause, drawn oh a bank that is a member of the
Federal Reserve, shall be required on all LSRP policles, Refer to Part Two
of this Plan to calculate the appropriate, deposits.

G,  Inourred Losses

Incurred losses used In the rating formula for determining premium under
ihis Plan are those repotied under the rules of the Workers Compensation
Linit Staflstical Plan adopted by the rating organization. Generally, Incurred
losses aro the actual losses pald and outstanding, Inferest on judgments,
expenses Incurred In obtalning third-party recoveries, and allooated loss
adjusfment expenses for employers llability losses.

Incutred losses resulting from an aceideht Involving two or more pérsons
under any classlfication code containing a non-fatablé catastrophe element
shall be limited to the total of the two most costly claims, subject to any
further loss Hmitation applisable,

The rating formu!a'shall not Include losses Invelving passenger employees
.tesulting from the crash of an alreraft under Classification Gode 7421. -

For detalled Instructions regarding Incurred losses, refer fo the Workers
Gompensaiion Statistical Plan, . .

H. Rat'ln Oraanizatio

Rating organlzation means the Naflonal Gounclt on Compensation
Insurance ar any other llcensed rafing organization. .

4
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I, Annlversary Ratlng Date
1. Single Policy Risk

The anniversary rafing date for application of thls Plan shall be the
effective month and day of the cuirent policy in effect.

2, Multiple Polloy Risk . :

If the risk subject to the Plan includes more than one policy with’
different effective dates, the anniversary rating date shall he
determined by the rating erganization, '

= ) SCDOI 00024
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PART TWO,

OPERATION OF THE PLAN
L HOW PREVIUNM 1S DETERMINED UNDER THE PLAN

[ .SRP premium Is computed on the basis of the formula in PartA.1 of thia section,

A.

APPENDIX_00415

THE LOSS SENSITIVE RATING PLAN FORMULA (L.SRP)

The prerium for a risk subject to this program Is determined by the
following formula: _

1, Loss Sensitive Rating Plan Premium =

a. Basic Premium (= standard premium x basic premium factor)
plus )
b. Converted Losses (= inclirred losses x loss conversion factor)
plus :
. LSRP Development Premium (= standard premium x LSRP
Davelopment factor x loss

conversion factor)

d. Multiply the sum of (a + b *+ ¢) hy the Tax Multiplier.

This formula produces a premium which shall hot be less than the LSRP
Minimum Premium or more than the LERP Maximum Premium.

I the risk to which the Plan Is applisd includes more than ons legal entlty,
a sihgle LSRP premium Is calculated on the besis of the premium and
fosses of the combined enfities, not indlvidually for each legal entlty.

DEFINITION OF TERMS USED FOR THE FORNULA

1. Standard Premiu
Standard Premium Is defined in Part One, ILE of this Plan.

2. Basle Premium

The Baslo Premium is a percentage of the Standard Premium, It (s
determined by mulliplying the Standard Premium by a Baslo -
Premium Faotor. : ' ~

The Basic Premium Includes: Insurance carrier expenses such as
those for a seivicing the Insured’s account, loss control services,
premium audit and genera adminisiration of the insurance,
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The Basle Premiuin does hot cover premium taxes or oclaim

adjustment expenses. These elements are usually provided for in
- the Tax Multiplier and the Loss Gonversion Factot.

The, Basie Premium Factor Is .30.

3, Converted Losses

Convertad Losses are based on the incurred losses of the risk
duting the policy or policles to which this Plan applies, A l.oss
Converslon Faotor Is applied to such losses fo produce the

Converted Losses,

4, Losa Converslon Faotor

The Loss GConverslon Factor {LCF) Is a fixed factor ai 1.125. It

- covers claim adjustment expenses and the cost of the insurance
sarfler's claim services such as Invesfigation of olaims and flling
claim repoits, '

5, ax Multipller

The Tax Mulllplier varles by state and covers licenses, fees,
assessments, and taxes that the insurance arrler must pay on the

premium which it collects.

Refer to the state exceplion pages for the approptiate tax multiplies.

8. Minlmuni_Premium

The Minimum Premium for this Plan is the least amount of premium
to be pald by a tisk subject to L8RP,

The Minimum Premium Facfor Is .75.

7. Maximum Premium

The Maxitmum Premium for this Plan Is the greatest amount of
premium fo be pald by a risk subject to this Plan. It has the effect
of placing a limit on the impasct of incurred losses on the L8RP

premium.

-

The Maximum Premium Factor Is 1.76:

8.  .Indlvidusl Loss Limitatlons
There are ho Individual loss limitatlons under the mandatory LSRP.

7
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9, LSRP Development Premium

The, putpose of this premium element is to stabilize premium
adjustments for risks subject to this program. The LSRP
Devalopment Premium anticlpates a pattern of increasing valuation
of losses after the pollcy is expired. The LSRP Development
Premium Is Includad i only the first three adjustments of the LSRP
premium and Is hot Inoluded In the fourth and final caleulation.

Refer to the stale exception pages for the LSRP development
fagiors. .

10. Deposit Premium

Is the premium required to be paid at the fime of applleation or
polloy renewal and, under the Plan, is comprised -of the WCIP
deposit premium and the LSRP contingency deposit premium.

a. WOIP Det;osit Premium

- The WCIP deposit premium ls the deposit premiun -as
reforenced on the WCIP ¢r ACORD application in the state
generating the most payroll. The WGCIP deposit premium is
caleulated by multiplying the Estimated Annual Premium by
the required premium percentage.

b. | SRP Contingency Depostt Premitim

The LSRP Contingency Deposit Premlium is caleulated as an
additional 20% of Standard Premium and Is added to the
WCIP deposlt pramium. The LSRP Contingency Deposit
Premium is to ho pald at the time of application, or policy
veriewal, to collateralize premium which may be due the
assighed carrier at the first adjustment.

If an acceptable, clean, unconditional, lrrevocable Letter of
Gredit (ILOC), contalning ah autotatic renewal clause, drawn

on a bank that is a member of the Federal Reserve is

obtained in an amount at least sufficlent to seoure the dollar.
amount equal to the LSRP 20% Confingency deposit

premium, an LSRP Gontingency deposit premium will not be

required and the deposit premium on such policy shall be

oqual to the WCIP deposit premium., The LOC shall bs held

as callateral until first adjustment. ’

8 ' SCDO! 00027
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PART THREE

ADMINISTRATION OF THE PLAN

I ADMINISTRATIVE RULES

APPENDIX_00418

A

Eliglbility
1, The Loss Sensifive Rating Plan (LSRP) shall apply fo an individual

assigned risk pollcy If the total annual estimated Standard Premium
or total audited Standard-Premium equals or exceeds $200,000.

2.  Adecrease in premium duiing the first 120 days of coverage which
results in the employer falling below the LSRP premium eligihility
threshold, shall result In the conversion of the policy to a guaranteed
cost polley, retroactive to pollcy Incepfion. .

3. An increase in premium during the first 120 days of coverage whioh
_ qualifies an employer for the L8RP shall tesult in the retroactive
applloation of the LSRP fo policy inception,

A, After the first 120 days of the coverage term, if it Is determined that
- an employer qualifies for LSRP, the policy shall not be effectad untl
rehewal. ) ' :

5, Notwithstanding, anything above to the contrary, any attempt to
avold the applicatlon of the LSRP arlsing from @ misrepresentation
or omisiion by Insursd, Its agent, smployees, officers or ditectors
shall result in the pro rata application of LSRP fram the date upon
which it would have applled had such misrepresentation or amission
not heen made.

Mullti-State Procedures

The LSRP wili apply on an interstate basis when the estimated aggregate
(total of all states having approved LSRP) annual standard premium mests
the premium eligibility requirement for the LSRP slate generating the
Jargest premium. .

If the assignéd visk employer requests coverage in'a stato where LSRP
has been appraved and requires coverage in one or more states where
LSRP has not been approved, the assighed carrler shall combine the
L.SRP states on one or more policles and fssue a guaranteed cost polloy
for those stafes where LSRP has not baen approved, in accordance with
all WOIP rules and regulations, It may not always be possible for a single
carrfer to provide all requested states; additionat applications may be

necessary. . i

. 9 : .
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C. 120 Day Gtace Period

The L8RP will nof apply to an assigned risk policy subjeot to the Plan if the
employer obtains workers compensatioh covetage outside the assigned
risk market within 120 days of the effective date. )

D, Nofice to Asslaned Risk Poliovholders

Al asslgned risk pollcles shall be endorsed with policy endorsesment WC
00 04 17 - Assigned Risk Loss Sensifive Rating Plan (LSRP) Nofification
in order to ensure that all possible qualifying risks are nolifled of the intent
and detalls of the Plan, All assighed cartiers shall be required to attach this
endorsement {o-all assigned sk policles.

Assigned risk polloles meeting the eligibility threshold fo qualify for LSRP, -
ghall be endorsed with policy endorsement WG 00 04 18, _

Assigned Hsk ocamiers. shall be vequlred fo indisate on all renewal
quetations to risks with premium of $150,000 or more that payment of the
renewal deposit constitutes knowledge and acceptance of the possible
applicabilify of the LSRP to the-polioy. The assigned risk carrier shall
provide the employer with the full defails of the LSRP. .

The ACORD application for the assigned risk market will Include the
- following language immediafely above the signature of the employer:

By sighing below | acknowledge that the Luss Sensitive Rating
Plan has been explained fo me or that an explanatory notice or
brochure has been provided fo me and | agree that } shall be
bound by the terms of such plan If my estimated annual
premium oy preliminary physical audit premium meels or
exceeds the premium eligibility requirement.

When the policy is bound a notics shall be included which reads:

Coverage is belng bound subject to your signed statement
acknowledging and agreeing to the terms of the Loss Sensitive
Rating Plan in the event that your astimated ahnual premium or
preliminary physical audit premium meetfs or exceeds the
premium eligibility requirement.

E. - Bankruptey/Insolvencles

The Insurer may make a special adjustment as of the date that an insured
Is declared bankrupt or insolvent; makes an assignment for the benefit of
creditors; is Invelved in any reorganization, receivership, or liquidation; or
disposes of all or substantially all of Its assels, The insured shall be lisble
for any additional premium or credit dus at the fime of the speclal

adjustment,
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F. Adminlstraflon

it Is the responsibility of the assigned carrler to administer the program,
provide proper nofification and application of the LSRP impact to premium,
male the required LSRF calculations followlng the normal valuations, and
collect the premium.

.  GANCELATION OF POLICY

A, Explanafion

While the Gancelation condition of the Standard Policy permits canoelation
by the insured -or insurance carrier, the premium deferminafion for a
cancsled policy is controlled by Rule X - Cancelation in the Basle Manual
for Workers Compensatian and Employers Liability Insurance.

B.  Coverage Obtaihed oh the Voluntary Market
The LSRP will not apply to any policy canceled by the insured, within the
first 120 days of coverage, because coverage was placed in the voluntary
market, - Said policy will be {reated as a guaranteed cost policy with final
audited premium calculated according ta the appropriate rating rules.

C.  LSRP Premium, Determination Upon Cancelation

1. Cantelation By the Insurance Carier, except for non-payment of
premium, - .

2, Cancelation By the Insured When Retiring Fror Business provided:
a.  all work covered by the insurancé is completed;
b. all Interest in the business covered by the insurance is sold;

c.  fhe employer retires from- all business covered by the
' insurance,

Note: For the purpose of this rule, a change in ownership of a
corporafion which resuits in elimination of experlence under
the rules of the Experience Rating Plan Manual does hot
constitute retiting from the business insured by the polioy.

3. If the reason for the cancelation ls No.1 of 2 above, LSRP ;;remlum
for the canceled polioy shall be computed as follows:

a. Standard Premium; Determine the premium for the canceled
_polioy on a pro rata basis in accordance with Basic Manual
Rufe X-B. The resulting premium shall be the Standard

Premium.

11
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b. LSRP Premium: The LSRP premium for the canceled policy
shall be determined by using the LSRP formula in Patt Two
of the Plan. Use the Standard Premium in a. above to
establish the Basle Premium, and If applicable, Retrospecilve
Development Premium for this formula.

EXCEPTION FOR NON-PAYMENT OF PREMIUN:

Jf the cancelatlon by the insurance carrier Is because of non-
payment of premium by the nsured, the Maximum LSKP
premiurm shall be based on a Standard Premium which shall
be the premium for the canceled policy (under Basie Manual
Rule X-B) extended pro rata to an annual basis. '

Fallure by an insured to pay all LSRP premiums, Including
premiums due as the result of adjustment, will result In
cancelation of current coverage and disqualification from
fulure assignments through the WCIP Plan.

The maximum premiurm payable on a canceled policy shall
be based on the annual Standard Premium unless the
employer has secured coverage outside the WCIP within 120

. days of policy inception.

4,  Cancelation By the Insured, Except When Reflring From Business
For the Reasons Stated In [i-B-2 above, :

Determine the LSRP premium as follows:

a  The pren%ium for the canceled polisy s fo be calculated on a
short rate basls under Basie Manual Rule X-D.

b, Use the LSRP formula [n this Part Two of the Plan to
establish the LSRP premium as shown below

I Baslc Premlum and if applicable, Retrospective
. Development Premlum shall be computed by using the
short rate premium in 4a above as. the Standard

Premium.

il, Minlmum LSRP premium shali be the short rate-
premiurm in 4a above.

<M. Maximum LSRP premium shall be based on a
Standard Premium which shall be calculated by using
the actual payroll for the period of the policy In effect
extending that payroll pro rata to an annual basis and
then multlplylng such extended payroll by the
authorized rates and experience rafing madification,

12 '
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ARAP, and any applicable assigned risk surcharge
program, The Maximum Premium Factor shall be -
applied to this Standard Premium.

EXAMPLE:  GALCULATION OF MAXIMUM RETROSPECTIVE PREMIUM
: UNDER RULE 4h: ASSUME:

Polley In effect 185 days

Adthorized Refe- '

(per $10.0 payrofl) 6.00

Actual payroll fc;r 186 days ' $555,000
¢ Experlence Rafihg modlfication _ : 1.00

Méximum Premium Faclor 1.75

() Payroll extended to an annual hasis:

365 days
$555,000 x 185 days = $1,095,000

(b))  Annual Standard Premlym =
$1,095,000 x 8,00 {per $100} x 1.00
= $64,750
(c) : Maxim_um Refraspective F:remium:

$54,750 x 1.75 = $95,813

*Note: In those states whete ARAP or an assigned risk surcharge have been
approved, these programs are to be Included in the calcylation of LSRP

standard premium.
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1. REPORTS OF PREMIUM AND POLICY COUNTS UNDER THE LSRp

In addition to following the stafisfical reporting requirement .in
accordance with the Workers Compensation_Stafistical Plan, all
residual market carrlers will make quartetly reports to the Plan
Administrator, with such reports to be filed within 45 calendar days
ofthe dates of March 31, June 30, September 30, and December 31,
for activity relating to calendar quarters ending on these dates,
Reports to the Plan Administrator will include, but not hecessatily be
lirnited to, the following:

A, Premium

These reports will separately identify WGIP and Gontingency deposit
premlums, as well as LSRP premium adjustments resulting from
-Ineurred loss vajuations. If a Letter of Credit Is secured In lieu of the
LSRP Contingency deposit premlur, identification of such security
ust be Inoluded in the auarterly report,

The Standard Premium used for determining the LSRP premium i
that reporied in accordance with the Workers Compensafion

Siatlstical Plan.

B Polloy Counts

Reports must Include a listing and count of L8RP polldles Issued,
renawed, non-renewed and canceled during the calenidar perlod., An
in-foree policy count must also be provided.

G, . Verification of Data

- All reports will Include the tequired Information on an individual poficy
level, In the format and manner prescribed by the Plan Administrator.

Data reported under the Workers Compensation Statisticel Plan shall
be accepted as verifled data for computation of the LSRP premlum.

. .  GOMPUTATION OF THE LSRP PREWIUM

A There will be four (4) adjustments computed to determine LSRP
premium. The first, second and third caloulations will be based on
losses velied at the 18th, 30th, and 42nd month, respectively, after
policy effoctive date and will include use of the LSRP Davelopment
Factors. A final adjustinent, without an RDF, shall be caleulated at
the end of the 54th month, ’ .
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APPENDIX_00424

Note:

Losses shall be valued [n month 18, 30, 42, 64 and adjustments will

be released as soon as practicable (Le., month 21,38,45, and 57).

The valuations and oaloulation of premiurms are to be caleulated by
the assigned canler, using premium and loss data which has been
reported according. to the Workers Compensation Statistical Plan.

1. First Gomputation of LSRP Premium .

Under the Workers Compensation Statistical Plan, the reports

“of losses and premiums are submiited to the rating
organization. As soon as practicable after data has been
prepared In accordance with the Statistical Plan Manual, the
first adjustment shall be made by the assigned carrier.

The assigned ecarrier shall notify the employer and retum
premiunif the Plan premium Is Jess than premium previously

paid.

The Insured shali promplly pay (within 80 days) any premium
due, Failure to pay all premium, whether the premium is
payable directly to the Insuret or indirectly under a premium
finance plan or extension of oredit, shall constifute

. nonpayment of premium and be grounds for termination of any
existing WOIP poliey and restilting in disquatification from
ellgibillty under the WCIP.

When a relurned premiut ls generafed by final audit, the
asslgned carrler shall hold any return premium until the first
valuation, If returned premium is due the insured, the assigned
carrier shall remit payment within 10 days after recording the
LSRP adjustment.

[n certain cases, the assigned cartier may meke an eatly
caloulation of LSRP premium. Such cases include bankruptey,
liquidation, reorganization, recelvership, assighment for benefit
of oreditors, or ather similar situations.

2, LSRP' Adiustment After First Computation

a. Subsequent caloutations and adjustments of
premium subject fo this Plan shall be made by
the assigned carrier annually after the first
valuation, The procedure for such subseguent

. caloulations shall be the same as In Ruls 1
above except that such premium caloulations
“shall be basad upon-the latest Unit Statistical
Repotts required. The asslgned carrfer shall
continue to make such additional adjustments
at the end of each 12 months perlod until the
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54th month,

b, . If a subsequent valuation results in ho change
from the previous caloulation, the aseigned
canier shall notliy the employer that there Is
no change in the premium payment and that
subsequent caleulations of premium will be
made in accordance with Rule 3.a. below,

3. Final Computation of LSRP Premiur

a, The fourth and final valuation, without LSRP
Development Factors will be calculated at the

B4th month.
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WORIKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANGE POLIGY WG 00 04 17
Original Printing ) Effecfive Maroh 1, 1094

© ASSIGNED RISK LOSS SENSITIVE RATING PLAN NOTIFIGATION ENDORSEMENT

This andarsement Is lssued because you may qualify o have the vost of your insurance subject to the
assigned nisk mandatory Loss Sensitlve Rating Plan (LSRP).

Eligibllity:

Your Insurance ls written undera Warkaers Compensation Insurance Plah (WCIP) In a state whsch
has adopted fhe Lows Sensitive Rating Plan (LSRP),

2 The LSRP shall apply to an Indlvidual asslghed risk policy if the tolal ennual esﬂmated Standard
Premium or prefiminaty physlcal audit premium equals or excesds the armount noted 1 the

schedule,

2. A decreass I premium during.ths first 120 days of coverage which restills i the premlum falling
below the LSRP premium sligibflity threshold, shall result In the converslon of the policy fo a
- guarantesd cost polioy, retroactive to paolicy incaption.

3 An nerease In promium during the flrst 120 days of coverage which quallfies an employer for the
. LSRE shall resulf In the retroacﬂva application of the LSRP fo pollcy incaption.

4, Affer the flest 120 days of the coverage terim, if it Is determined that an emnployer CIuallres for
L8RP, the policy shall hot be ¢hanged untlf reneWal

5. Notwithstanding, anything above to tha contrary, any attempt to aveld the applioatlon of the LSRP
arising from a misrepresentation or orlsslon by you, your agent, employees, officers or directors
shall result in the pro rata application of LSRP from the date upon whioh it would have applied had

stich misrapresentation or omlsslon not beeh mads,

8. The LSRP will apply on an interstate basls when the estimated aggregate (tolal of al) states having
approved LSRP) annuel standard premium meats the premium eligibiiity requirement for the L8RP
stals generaﬁng the largest premlum.

This plan wlil adjust your premiun for this lnsurance based upon the fosses incurred during the perlod
coveted by this nsurance.

This endorsement applies In the states listed in the scheduls balow,

SCHEDULE

STATE _ PREMIUM ELIGIBILITY

® 1993 NATIONAL GOUNGIL ON COMPENSATION INSURANCE
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WORKERS COMPENSATION AND EMPLOYERS LIABILITY INSURANGCE POLIGY WG 00 0418
Original Prinfing Effeclive March 1, 1994 .

MANDATORY ASSIGNED RISK LOSS SENSITIVE RATING PLAN ENDORSEMENT

Thie endorsement Is added to Part Five (Premluni) to sxplain the rafing plan and how e Asslgned Risk
Loss Sonsitive Rating Plan premium wiil be determined, :

This endorsement applles where the LSRP has been approved. It determines the Assigned Risk Loss
Sensitive Rating Plan premium for the insurance provided during the rating plan perlod of this policy, The
rafing plan petlod Ig the one-year perlod beginuing with the effestive date of the policy,

A Asslgned Risk Loss Ser{siﬂve Rating Plan Premium Elements

The amount of Assigned RIsk Loss Sensitive Rating Plan prerium depends on the six sfandard
elements which are explained helow: . ) .

1. Standard premium ls the premium we would cherge during the rating plan perlod if the
insurance was not stibject to this endorsement. We determiine yoltr standard premium
based upon authorized rates, any experience rating modifloation and minimuin-preraiwms,
Including the effect of any other residual market rating plan or predram.

Standard premium does not Include the expense constant charge, the premiuin discount
credlt, premium developed by the passengsr seat surcherge under Code 7421 - Areraft
Operation ~ Flylng Crew, or premium developed by the occupational dissase rates for risks
subject to the Federal Goal Ming Healfh and Safely Acl.

2. Baslo premium Is calculated by multiplying the standard premium by a basle premium
factos. The'baslo premium factor is shown In the Schedule. '

3. Incurred Tosses are all amounts we will pay or sstimeats we will pay for Iosses, nterest on
judgments, expenses to recover against third parfles and employers labillty loss

adjustment expenses. -

4, A coﬁvartéd loss is an Incurred loss mulliplied by a percentage called the [oss conversion
factor, The Assigned Rlsk Loss Sensitive Rafing Plan loss conversion factor is shown In

the Scheduls, -

B Taxes are & part of the premfum we collect. Taxes are determined as a peroentage of
expense and development premium and converted losses. The percentage is called the
tax multiplier. The tax multiplier covers assessments, fees, foenses, and taxes which we
must pay on the premium we collect. It varles by Federal and non -Faderal classifications.
The tax multiplier(s) for each state are shown In the Schedule.

8. Devslopment premium is calotlated by multiplylng the standard prefium by the product

of the appropriate premium development faotor, the loss conversion factor and the tax
multiplier. The premium development factors are shown In the Schedule,

© 1993 NATIONAL COUNCHL ON COMPENSATION INSURANCE
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B, Asslgned Risk Loss Sensltive Rafing Plan Formula

1, Asslgned Rlsk Loss Sensitive Rating Plan premium s the sum of the basic premium,
davelopment premium and converted losses, multiplied by the tax multipller, The
payment, if any, altrbutable to the four ltems sxcluded from standard premium v A1
ahove, Is a separate obligatlon of yours I addltion to the Assigned Risk Loss Sensitive

Rating Plan premlum. - .

2, The Asslgned Rlsk Loss Sensitive Rating Plan preriium Js subject to a minlmum premium
and a maximum prembim, The roinimum premium Is defermined by muliiplying the total
audited standard premium by the minimum premwium factor, The maximum premlum Is
determined by multiplying the tolal sudited standard premium for the gualifying states by

. the applicable maximum premium fastor, The minimum premium factor and maximum
premium factor for each state are shown In the Scheduls,

G, Premjum Calenlation and Payments

1. You will pay a premium which amounts to 120% of the estimated anaual premium. Ifyou
obtain an acceptable gean, uncenditional, rrevaoable letler of credit (ILOC), containing
an automatic renewal clause, fo ssoure the 20% additional deposit pramium, the premium
wlil be 100% of the estimated ahnual premium,

2. Your rating plan premium will be determined after the rafing plan perlod ands, We wil
Issue an endorssment to show any change I the premiunt for your Insurance if your
annual audited standard premium equals or exceeds the premium ellgibllity Jevel in one
or more states where this plan has bsen approved.

3 The first caloulalion of Assigned Risk Loss Senslive Rating Plan premium shall ba
determined using al loss Information valued as of 18 months after the month In which the
rating plan period bscame effective. Three additional annual premium adjustment
caleUlations shall be mads based on loss Information valued as of 30, 42, and 54 months
after- the month In which the rating plan perlod besame effective,

We may make a special valualfon of the Assigned Risk Logs Sensltive Rafihg Plan -
premium as of any dale thal you become bankrupt or Insolvent, make an assignient for
the beneflt of credifors, are involved In reorganization, receivership or liguidation, or
dispose of all your Inferest In work covered by the insurance, You wilt pay {he amount
due us If the Assigned Risk Loss Sensitive Raling Plan premium is more than the total
standard premium as of the spaclal valuation dale.

4, After each valuation, you shall promptly pay fo us the amount due, or we will refund the
amount due you. 1f you fail fo pay any premium due under this plan, your surrsnt policy
will b cancsled and you will be disqualified from future asslgnments through the assigned

risk. plan.
B Cancolation
1, if the palley is cancelad by you or by us, a determination shall be made as to whether this

program shall apply. The Asslgned Risk Loss Sehsitive Rating Plan shall apply only to
those policlas whera the payrolt extanded 1o an annual basls and multipiied by the manual
tates and experience madifioation, equals or excesds the premium sliglbilly level in any
of the stales where this program has heen approved,
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2 The Assigned Risk Loaé Senslive Rating Plan will not appl>; I¥ yoti obfaln coverage
oufside the resldual market within 120 days after the effectiva dafe of the polioy.

3 If you cancel, the standard premjumn for the yaling plan perlod wilt be based on our short
vate teble and procedure, This short tate premium will be used to determine the Assigned
Risk Loss Sensltive Rating Plan premium,

4, Section 1.3 will nof apply if you canvel because!
' a, all work covered by the Insurance Is completed;
b, all Inferest in the business covered by the Insurance Is sold;
c. you refire from alf business covered by the Insurancs; ot
d. you obtain coverage In the voluntary market,
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Original Printing Effective March 1, 1004
- SCHEDULE
1, Baslo Pren;ium Factor
2, Loss Conversion Factor *

3. Tax Multipller

4, Miniium P'remlum Factor
6, Menthmum Premium Factor
6. L8RP Development Facfors;

1st Adjustment

2nd Adjustment

3rd Adjustment

Subsequent Adjustments _ 0.00

© 1993 NATIONAL COUNGIL ON COMPENSATION INSURANCE
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) ) e ARD'S TRUCKING GOMPANY, INC.
Michael P. Hair & Assoc, NAME
P O Box 472224 L ~
Charlotte NC 28247 ADDRESS F* 0. BOX 504
(hevad DARLINGTON 6C 28540
L YrRaNaUs | 8ie 7 individual 3% Curporauon i‘_'] {irtfted corp
- UB ConE: 59 YRS i Corporation [ Parnership 1] Oiher
AGENCY CUSTOMER ID: FEDERAL EMPLOVFR 1 NUMBER NCCH 1D NUMBER gﬁg’*ﬂ “"“E‘#b’: ;’“R:;g*f
STATUS OF SUBMISSION BILLING/AUDIT INFORMATION .
11 Quote BRLING PLAN PAYMENT PLAN Abolt
[ Bound(Glva date and/or atach copy) [ Agency Bil 1 Annual . = Al expirafion. E] Monthly
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1 -
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POLICY INFORMATION , . .
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TUTAL )
INCREASED LIMTS
DizDUCTIBLE .
FE(OERIENGE MODIFICATION SE N
LOSS CONSTANT .
ASBICNED RISK SURCHARGE
3 H ?) :(J‘) | azar N
FEa -
- PREMIM DISCOUNT
: EXPENSE CONSTANT ]
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1

,

DATE

ACORD_

WORKERS COMPENSATION INSURANCE PLAN
ASSIGNED RISK SECTION

10/30/2003

THIS FORM ALONG WITH AN ACO

WORKERS COMPENSATION INSURANCE PLAN (ASSIGNED RISK) COVERAGE. THIS FORM MUST BE ATTAC!

REFER_TQ THE STATE SPEC

RD 130 WORKERS COMPENSATION APPLICATION CONSTITUTE AN APPLICATION FOR

HED TO AN ACORD

IFIC INSTRUCTIONS PAGE FOR SPECIFIC REQUIREMENTS,
PROPOSED EFF DATE

130_FOR SUBMISSION, PLEASE
APPLICANT NAME

1110‘7/03

Ard Trucking Company, Inc.

SUPPLEMENTAL INFORMATION
PAYROLL OFFIGE NAMKE, ADDRESS AND TELEPHONE NUMBER EXELAIN ALL "YES™ RESPONSES I THE REMARKS SEGTION ves| §o
AD SS EIS e e T
Y T 2 HAS THERE BEEN A NAME CHANGE, CONSOLIDATION, MERGER
1- . OR OWNERSHIP CHANGE DURING THE PAST FIVE YEARS?
1202 Morth Govermr Willlams /g b IF YES, GIVE PREVIOUS NAME AND DATE OF CHANGE.
R 959D CONTACT THE IPLAN ADMINISTRATOR ABOUT AN ERM-14. X
Daciragin, $C 295 . 5. 1S APPLICANT FIELATED THROUGH COMMON MANAGEMENT OR
OWNERSHIP TO ANY ENTITY NOT LISTED HERE, WHETHER
COVERAGE IS REQUIRED OR NOT? .
IF YES, GIVE DETAILED EXPLANATION. X
STATE DEVELDPIN(? RIGHEST PAYROLL: 6, DO YOU LEASE WORKERS FROM A LABOR CONTRACTOR?
EXPLAIN ALL "YES" RESPONSES IN THE REMARKS SEGTION Tezelno| IF YES, REFER TO WCIP INSTRUGTIONS. V|
4. HAS THERE BEEN FREVIOUS WORKERS COMPENSATION COVERAGE: 7. DO YOU LEASE WORKERS T0 A CLIENT COMPANY?
IN THIS STATE? % IF YES, REFER TO WCIP INSTRUCTIONS. X
IN ANY OTHER STATE? % 1| 8. ARE YOU SEEKING TO COVER THE LEASED WORKERS?
~ IF NO TO BOTR QUESTIONS, WAS THIS DUE TO: I¥ YES, REFER TO WCIP INSTRUCTIONS. X
NEW BUSINESS SELF INSURED-GROUP B, DO YOU PROVIDE TEMPORARY LABOR SERVICES TO OTHER :
| | SELF INSUREDINDEF # EMPLOYEES EMPLOYERS? X
2. 1S THERE ANY UNPAID WORKERS COMPENSATION PREMIUM DUE s SING AGREEMENT?
OR IN DISPUTE FROM YOU OR ANY COMMONLY MANAGED OR 10. [?:%Eg_ Uﬁﬁ‘ﬁﬁﬁ;ﬁ?&’ OEF%E'XSQE'ENMENT? NT X
OWNED ENTERPRISES? IF YES, EXPLAIN INCLUDING ENTITY - . .
NAME(S) AND POLICY NUMBER(S). 14. DO TRUCKINEG: CLASSIFICATIONS APPLY? .
3. YEAR APPLICANT'S BUSINESS BEGAN: IF YES, COMPLETE QUESTIONS 12-14. X
42. DO YOU OR YOUR EMPLOYEES REGULARLY OPERATE FROM A BASE TERMINAL(S) WHICH IS (ARE) USED TO LOAD, UNLOAD, STORE OR
TRANSFER FREIGHT? IF YES, PLEASE PROVIDE A LIST OF TERMINAL ADDRESSES: X
¥ STREET oY GOUNTY ST ZIP CODE
117702 pAbrdh_Gover e f)illians j%:glA way /)Qr/"ng-(oh Dackagton £C 294540
2 .
3
13. CAN EACH DRIVER'S STATE OF MAJORITY DRIVING TIME BE ESTABLISHED THROUGH VERIFIABLE RECORDS OR LOGS? X1
4. PLEASE PROVIDE A LIST OF ALL DRIVERS/HELPERS AND THEIR STATE OF RESIDENCE: :
DRIVER NAME FSEELXNAL* NAJORITY DRIVING STATE RESIDENCE STATE
1| Lis# Affackeet
. .
<]
INSURANGE COMPANIES WHO HAVE OFFERED/REFUSED INSURANCE
1. HAVE YOU RECEIVED ANY OFFERS OF VOLUNTARY GOVERAGE? (INCLUDE MULTI-LINE OR RETROSPECTIVE RATING PLAN, IFAPPLICABLE) |YES]-HO
IF YES, PROVIDE FULL DETAILS INCLUDING PLAN TERMS IN THE REMARKS SECTION. &

2.
STATESPECIFIC GUIDELINES):

IN AGCORPANGE WITH PLAN RULES, THE APPLIGANT OR ITS REPRESENTATIVE SHALL WA
PHONE NUMBER AND DATE OF CONTACT DF

CARRIER NAME, GONTACT PERSON, ADDRESS,
SUCH INFORMATION. AVAILABLE TO THE PLAN AD

INDICATE THENUMBER OF INSURANCE COMPANIES WHICHHAVE REFUSED THEAPPLICANT COVERAGE INTHELAST 60 DAYS (OR INACCORDANCEWITH -

INTAIN ON REGORD FOR THIS POLICY PERIOD THE
THOSE CARRIERS REFUSING COVERAGE AND MAKE

MINISTRATOR OR ASSIGNED RISK CARRIER UPON REQUEST,

REMARKS

APPELLANT. ROA 00433

BWPH Ard Trucking 0006
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DeHOV-02 ' D2:09RM  FROM-Micheal B.. o & Assao, 704 543 0384 T-288  P.002/002  R-B7Z
FREMIUN PAYMENT [Refer to WCIR Insrictian sfiest for stata regmirements) :
PAYMENT METHOD - BELEQT ONE: ' IS THE FREMIUM PINANCED?Z ™
el b
R, JABAY LI ¥.d © cHERE PRENILM BAYRIENT AMDUNT
IH-UJ_!H]LiUIJIJIHHIETIJHHs oo
[T  ectrons eunps ToansER
BA% Acmnukrd FREMUM PAYNENT AMOUNT

lm?”uutluDjﬂ_lulu.zlusm”mu

, Mal i EriEek . .

CHELK X PREMIUN FA' A .

TRl T 1 s 1S3

Forsuhmlsslon methiods Tang 2:
1. Pees the payorrequir a bhysical record of this transagtion? D YES ]
2, Vo ensura agouraey, 3 velded check ordeposit slip (of Ihe payer) should he faxed to NOCY, Ines. vgbn retum of the signed ACURD applleations,
3. The undersignad Prodlieer of Applivant cerbities that by slgnlng this appijcation hefsha
h%; dnv}ﬂg: ﬁm?”urgnﬂum Payment Amatnt, and ohy siher munks requied In

and authoiization from e payer to drect NCCI, Ine, d
pank and the recount number a5 Indlcated atwve for purposss of saciiing warkers eompenantion insureaea pUrsuat {4 thls applicadon,

puthetlzeg NGO, lngy lo dedutt or Bias obialned finanelal formalion

cavaragm, lrom e

APPLICANT'S STATEMENT

The Undarsigned applieant heraby certifies that he/she hes read and understands the statemenis fn thiz app
rther consideralion of pofiey Issuemice, fhe applicant aleo ceififes that the msponses provided

applcation arg true and Surthermdre agraes:

reasonably require and that sUch rocord will be available fo the compiny at the designated address

publtc authorifles relating to fhe welfars; hdaith, and ssfety cfemployees,

wellare, health, and safely of employzes,

To maintain a complets revortd of all payroll transactions in such funm as dhe insurance acrrfany way

leatibn.
In this

Ta camply substantially with all laws, orders, rules, end mgulatiohs Ih forca and affest mads by the
To cc'rg!g;i with all reasoneble meommendations made by the Insurance company relating o the

To take no acllon Ih any form fo evade the application of wxperience modiicalion detarmined in

accordance with the experisnce rating rules, ag determined by te Plan Ad G

| The undersigned applicant also ceriifies he/she bes had me diffictifies With eny producer or company In regard to:
(2) payrall records; {b) ifie amount of premium changad; (c) the paymerd of premivmy (d) the canying ol of any
recommendation made for {fia puipose of safeguerding emplayees; (g) the handing of any claim or acadent

report excapt the following;

Violation of any of these agresments may result in cancelation of & policy of surance fssued under a Warkers

Compansation Insuranes Plan,

The undersigned applicant understands alsa that coveraga 5 NOT bound untlf the sloned apr}iaﬁan o recelved
with approptlate premium and eligibilty Is detsnmined by the adminfohator, Provided that applicant Is determined
Io be eligible and In good faith ontifled to WEIP insuranes, based Upon the information prayided fareln oF ofharwisa

mgable. coverage will be bound in accardance With plan nfes. See individual sfate plans Tor epplicable

binding

The tndersigned applicant undersiand'é further thet sitee hefshe has besn unabla 1o securs workers, compansation
covarage Wirough auy other ingtrahce pravider, fils caveraga fs helng aforded through 8 Worers Conpensgalion

Insurance Flar, and that the rates sharged may be highertpan thoke in the wvelentary market

The jollawing statement le only applicable jn |urlsdicions where the NGOI, Ino Loss Sepsttive Rating Plan has

been appraved for uss:

By slgning belaw | acknowledge that the NGO, o, Loss Sepsifive Rating Plan has besh explained
fo me or that ah explansiory hofice &r brochure hes besn provided o me and | agee thar | shall
be bound by the temns of such plah ¥ my esiimated annual premium or praliminary physical audit

premium meets or exceeds the premium ellgbilily requirement.

WUWSNMEANDTITLE(PRINTGRTY‘PE] - DAYe mmmmm ANOFTICER}
: N e
C. AU AR PEEINEST (1hee Jos ~~ Q\ﬁ&

REMINDER: BOTH THE AGORD 130 ANEY 133 APPLICATIONS MUST BE 1GNED BY THE APRLICANT AND DESIGNATED FRODUCER,

PRODUCER'S CERTIFICATION

THE PRODUGER ALSD CERTIFIES THAT HE/SHE HAS BEEN AUTHORIZED TO SUBMIT THE AFPLICATION ON BEHALF OF THE APPLICANT ANT THAT
ML INFORMATION PROVIDED ON THE AGORD 730 AND ACORD 133 IS TRUE A‘R’JD ACCURATE TQ THE BEST OF HISHER KNOWLEDGE AND BELIER,
ASENGY FEN. AGENEY PHNE RUSSER (A, Ho, Exi) ) T&cﬁncrr‘s!nuuasg(uc.'naj

ESIDENT LIGENSE NOUEER | DFIOMONDATE | NONRESDENT LICENAS NUMBER EIRATION DATE

'RODUCER NARK (PRINT ORTYPE ’ ' % 6ﬁ /7
. DATE PROGUCER (o i
&
Fiak Me Cravy lt(%ﬂ%ELM“TR%ﬂ“ _ W

\CORD 733 (4‘(95) ATA IS MATEDIAT AAPAWTIREM Tt p,un....rn-.m U
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SAFETY SERVICES

A FENGﬂD-anz;a;,;

responsible for them,

Notice to policy teei 1ent If you “are not the person dlrectly responsnble for the aeue o 135
activities for your company,. please direct this Safety Ser\nces notice to the person that xs n'ecﬂy

i

SAFETY IS OUR CQNCERN

" Thank you for purchasing your Werkers'

-~

IO 00O O RO MR

- Compensation insurance. Along with your agent,

we appreciate your business and welcome the
opporiunity to be of servige.

An lmportant part of that service concerns
accident prevention and safety engineering, Our
Loss Prevention & Engineering:Division has the
experience, resources and-capabilities to provide
a range of safety services including site surveys,
phone consultations or the’ provision of selected
safety material. The-following are some examples
of our available services:

Accident Prevention -~ Jur staff can help you
identify-prggent and pdtéhtzal safety hazards in
your operatiens, préraises apd equipment, -
recommending measures for reducing or
eliminating.thesé hezards.

Analysis of Accident Causes - Although you

investigate and keep records of accidents, we're
available to hielp if needed.

Safety-Congultations -~ Qur field staff, suppotied by Home
Office and field specialists, can help you with special
problems such as ergonomias.
- Industrial Hyaiene/Health Services - Ve have the fac:ntxes
and resources to answer your questions concerning job
related industrial hyglene/health issues and 4o measure
exposte to industrial hygiene hazards.
Safs_et Videos and Literature - \We can'provide you with
“basic videos and literature to assist you In your loss controt
efforts. Also we can put you in contact with several
cormpaniés able fo provide additional safety-materials
mcludmg braehures, pamphlets and videos. .
Safety-Training - We car help you improve your safety
training-programs.
Internet Website - Visit the Loss Preventien & Engineering
website page for helpful safety information.
(http:/iwww.travelerspc.com/safety). This website also has

hot ilnks to other safety-related Internet sites. For-all requests
for loss confrot assistance ONLY, please directly contact your

local offi ce listed on the following pages

The Travelers will'provide these services upon regquest. Telephone consultation is also available if the
nature of the operatlons and hazards warrant such sesvice. See the rest of this document for the Loss

Prevention & Engineenng ‘office nearest to you.

SAFETY'IS YGUR CONCERN

u. 8. employers spend' bllhons of dollars each
year on the direct and,indirggct.costs of work-
related accidents. Dallai figures can't begin to
reflect-the.pain and sufferlng of an injured-
worker and his or her family. But they do give
some indication of the multiple consequences of
a job-related acciderit... loss of time, interrupted
production, damaged materials and equipment,
the expense of retraining-or Teplacing an injured
worker, possible legal action from goveinment
regulatory agengies, : and incteased insurance
costs. .

It makes-gaod senSe for both employers and
their employees te activehy- participate in a
sound accident prevention program. The
success of such a program dipends to a large
extent on your commitment to safety procedures
and accident prevention technique§ Safety is:a
management concern, Maybe we can help.

You may want to consider the following *Safety
Checkpoints” as you evaluate your
organtzanon s safety activities:

WUNT1G03
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SELF-INSPECTION PROGRAM:
B yol eonduct periodic surveys of premlses’?
equipment?... operations?

* Do you apalyze each job to find inherent.hazards?

* |f you discover hazards, do you follow up w:th rmmedlate
corrective-action?

* Do you monitor such action to make sure it is implemented
and effective?

ACCIDENT INVESTIGATION:

* Po youinvestigate each accident?...determing the cause?

* Do you take immediate steps to prevent a resurrence?

* Do you keep records of accident investigations-arid follow-

up measures’?
* Do you gomplete accident statlstxcs and analyze. trends?

EDUCATION AND TRAINING
* Do you take the timeto train each of your employees t