NELA Requests Examination of Proposed Insurance Rate Increase

Lawrence Willwerth, Chair – Regulatory Committee

One of the ongoing tasks of your Board of Directors is to watch over regulatory issues that can affect your business.  Insurance rates are at the top of the list of these issues every year.  Commonwealth Automobile Reinsurers (CAR), the entity that guarantees insurance to those who cannot secure it in the voluntary market, has proposed over 230% in rate increases the past three years.  Over that period of time, a 74.2% net rate increase has been granted.  Last year, CAR proposed an 85.8% increase for our category, Limousine/Car Service.  After reviewing our responses, they enacted an increase of 22.5%.  This year, CAR proposed a 61.6% increase for the “Limousine/Car Service”.  After review, they have come back with a 24.5% increase for limousines.   Below is a summary of our input to the Commission.

We feel that the originally proposed rate increase was not justified based on issues of classification, data, trend factors, and territory.

· Classification – An audit performed several years ago confirmed a significant number of the taxi vehicles were misclassified as Car Service/Limousine.  There has been no audit since.  We recommend a new audit.

· Data - The rate increase calculated by CAR is largely not based on limousine data.

· Trend Factors – Historical losses were trended forward at a higher rate than inflation.

· Territory – Currently, the insureds in certain territories, are heavily subsidizing the insureds in other territories.

As a significant part of the private livery industry consists of small fleets and newly organized small family-owned businesses, voluntary insurance is not always available and assigned risk insurance is their only option.  These small businesses can ill afford any additional increase to their vehicle insurance costs.  Any increase would have a significant negative impact on these businesses.


