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Property & Casualty Results
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Line of Business (LOB) 2002 2003 2004p
2003-
2004p 

Change
Personal Auto $139.5 B $151.0 B $157.2 B 4.1%

Homeowners $40.0 B $45.7 B $49.5 B 8.4%

Other Liability (Incl Prod Liab) $30.9 B $37.8 B $42.7 B 12.9%

Workers Compensation $29.2 B $31.1 B $34.5 B 10.9%
Commercial Multiple Peril $25.4 B $27.4 B $28.9 B 5.4%

Commercial Auto $24.5 B $25.4 B $26.8 B 5.4%

Fire & Allied Lines (Incl EQ) $15.4 B $17.6 B $18.0 B 2.3%

All Other Lines $64.9 B $69.0 B $65.9 B -4.5%

Total All Lines 369.8 B$ 405.0 B$ 423.5 B$ 4.6%

P/C Industry Net Written Premium 
Growth By Line

Private Carriers

p Preliminary

Source: 2002-2003, A.M. Best Aggregates & Averages; 2004p Total, ISO; 2004p LOB, NCCI
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Line of Business (LOB)

Personal Auto 104% 98% 94%

Homeowners 109% 98% 95%

Other Liability (Incl Prod Liab) 137% 114% 117%

Workers Compensation
Commercial Multiple Peril 105% 101% 100%

Commercial Auto 103% 95% 92%

Fire & Allied Lines (Incl EQ) 89% 79% 88%

All Other Lines 105% 100% 99%

Total All Lines 107% 100% 98%

2002 2003 2004p

111% 109% 105%

P/C Industry Net Combined Ratios 
Improved Modestly in 2004

Private Carriers

p Preliminary

Source: 2002-2003, A.M. Best Aggregates & Averages; 2004p Total, ISO; 2004p LOB, NCCI
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≈ 2.9%
Due to
September 11

1985-2003 Average: 108.1%

Calendar Year

P/C Industry Calendar Year
Combined Ratios

Private Carriers

p Preliminary

Source: 1985-2003, A.M. Best Aggregates & Averages; 2004p, ISO
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1985-2003 Average Net Investment Gain: 16.8%

Calendar Year
p Preliminary

Source: 1985-2003, A.M. Best Aggregates & Averages; 2004p, ISO

Investment Gain Ratio Remains 
Below Historical Averages

Private Carriers

Percent
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Return on Surplus for P/C Industry
Increased Slightly in 2004

Annual After-Tax Return on Surplus—Private Carriers

Percent
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Workers Compensation 
Results
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2004 Workers Compensation
Results Improved Over 2003

Pre-Tax Operating Gain Ratio—Private Carriers
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Workers Compensation

Accident Year Results

And

Reserve Estimates
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p Preliminary
Accident Year data is evaluated as of 12/31/2004 and developed to ultimate
Source: Calendar Years 1995-2003, A.M. Best Aggregates & Averages;

Calendar Year  2004p and Accident Years 1995-2004p, NCCI
Includes dividends to policyholders

Accident Year Combined Ratio
Another Underwriting Profit in 2004
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Difference between NCCI estimated ultimate losses and LAE as of 12/31/2004 and reported in Schedule P

$5 billion of the Reserve Deficiency
in 2004 is due to Tabular Discounts
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p Preliminary
Reported Loss and LAE reserves from Schedule P
Source: 1995-2004p, NAIC Annual Statement insurance data

Workers Compensation Accident
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Workers Compensation

Premium Drivers
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73.7%

6.7%

2.4%
17.2%

Wages and Salaries

Health Insurance

Workers Compensation

All Other

Employer Costs As Percentage of
Total Compensation

Private Industry

1994 2004

All Other includes Paid Leave, Insurance (other than Health), Social Security, Retirement and Savings
Source: U.S. Department of Commerce, Bureau of Labor Statistics
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Workers Compensation

Loss Drivers
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Indemnity severity 2004p: Preliminary based on data valued as of 12/31/2004
Indemnity severity 1995-2003: Based on data through 12/31/2003, developed to ultimate
Based on the states where NCCI provides ratemaking services, excludes the effects of deductible policies
Source: Calendar year Current Population Survey, Economy.com; Accident year indemnity severity, NCCI
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Annual Change 1991–1995: +3.9%
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WC Medical Claim Cost Trends
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Workers Compensation Medical Losses 
Are More Than Half of Total Losses

All Claims—NCCI States
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Indemnity Medical

2004p

43% 57%
Indemnity Medical

2004p: Preliminary based on data valued as of 12/31/2004
1984, 1994: Based on data through 12/31/2003, developed to ultimate
Based on the states where NCCI provides ratemaking services
Excludes the effects of deductible policies
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Workers Compensation
Residual Market
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Workers Compensation Residual 
Market Shares Continue to Rise

Workers Compensation Insurance Plan States* 
Premium As a Percent of Direct Written Premium
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Residual Market Programs
Mitigate the Burden

Pricing Programs:
– Differential/Surcharge

– ARAP/SARAP

– Removal/Reduction of
Premium Discount

– LSRP

Depopulation Mechanisms:
– Take-Out Credit Program
– Voluntary Compensation 

Assistance Program

Improved Controls:
– Paid Loss Ratio Incentive 

Program
– Heightened carrier audit 

process

Improved Efficiency:
– Servicing carrier bid process

ARAP: Assigned Risk Adjustment Program
SARAP: Simplified Assigned Risk Adjustment Program
LSRP: Loss Sensitive Rating Plan
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In Summary

Negatives

• Low investment returns 
continue to put pressure on 
underwriting results

• Medical severity continues 
rapid growth

• Calendar year results lag 
behind other lines

Positives

• Results are improving

• Frequency continues to 
decline

• Industry making progress 
on reserve deficiency

• Residual Market burden still 
manageable
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End of Presentation

Thank You


