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Expense Study 

The following exhibits are used in the development of specific expense provisions to be 
used in the DCRB’s proposed F-Class filing. The provisions are for commission & 
brokerage, other acquisition, general and loss adjustment expense, premium discount 
and uncollectible premium. 

Exhibit I of the attachment presents summary figures for standard earned premium, 
general expenses, and total production costs from the last three calendar years for 
stock agency companies only. The data is drawn from the Delaware Calendar Year 
Expense Data Call submissions. The data has been adjusted to include the experience 
for large deductible policies. 

Exhibit I-A develops standard earned premium at both net and gross bases after 
adjusting for large deductible policies and removing expense constant dollars. 

Exhibit II shows the development of the expense constant offset that is carried forward 
to Exhibit I. 

Exhibit III shows the calculation of the loss adjustment expense provision as a function 
of the incurred losses. The loss adjustment expense factor is based on all-company 
experience and is developed from the same source of data as Exhibit I above. We 
selected a three-year average of loss adjustment expense ratios to direct incurred 
losses including large deductibles on a gross basis. 

Exhibit IV-A shows the development of an average provision for premium discount 
based upon the experience of companies using the Schedule Y premium discount table. 
The data used by the DCRB for this purpose is Unit Statistical Plan data. This exhibit 
forms the basis for Exhibit IV-B, which develops the average interstate premium 
discount for Schedule Y companies. 

Exhibit V develops the provision for uncollectible premium based on the ratio of 
uncollectible premium to gross written premium. The data used is courtesy of NCCI, Inc. 



EXHIBIT I
STOCK AGENCY COMPANIES

2018 2019 2020 2021 2022

(1) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Net Basis
excluding Expense Constant Dollars $ 186,792,622 $ 162,648,276 $ 164,480,866 $ 150,646,681 $ 140,566,693
(Page 8.2, line (10))

(2) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Gross Basis
excluding Expense Constant Dollars $ 277,021,358 $ 253,031,662 $ 259,632,830 $ 224,529,595 $ 228,262,332
(Page 8.2, line (11))

(3) Commission and Brokerage $ 11,427,509 $ 10,377,479 $ 9,160,803 $ 10,393,711 $ 9,726,656
(3a) Reported Ratio  { (3) / (1) } 0.0612 0.0638 0.0557 0.0690 0.0692

(4) Other Acquisition $ 6,076,951 $ 5,078,168 $ 4,416,977 $ 4,624,196 $ 4,339,901
(4a) Reported Ratio  { (4) / (2) } 0.0219 0.0201 0.0170 0.0206 0.0190

(5) General Expense $ 8,142,590 $ 9,169,423 $ 9,241,635 $ 8,736,346 $ 7,641,315
(5a) Reported Ratio  { (5) / (2) } 0.0294 0.0362 0.0356 0.0389 0.0335

5 Year 3 Year Expense Constant
Average Average Selected Income (Page 8.3) Difference

(1) (2) { (1) - (2) }

COMMISSION AND BROKERAGE 0.0638 0.0646 0.0646 0.0217 0.0429
OTHER ACQUISITION 0.0197 0.0189 0.0189 0.0065 0.0124

TOTAL PRODUCTION 0.0835 0.0835 0.0835 0.0282 0.0553

GENERAL EXPENSE 0.0347 0.0360 0.0360 0.0109 0.0251

CALENDAR YEAR
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EXHIBIT I - A
STOCK AGENCY COMPANIES

2018 2019 2020 2021 2022

(1) Standard Earned Premium at DCRB DSR Level
including Large Deductible on a Net Basis $ 138,920,176 $ 124,755,239 $ 124,632,655 $ 111,642,107 $ 102,399,167

(2) Multiplier to Bring Premium to DCRB Rate Level 1.3484 1.3076 1.3239 1.3532 1.3772

(3) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Net Basis 187,319,965$     163,129,951$     $ 165,001,172 $ 151,074,099 $ 141,024,133
{ (1) * (2) }

(4) Large Deductible Adj. at DCRB DSR Level $65,383,142 $67,942,108 $ 70,671,393 $ 53,721,307 $ 62,572,700

(5) Multiplier to Bring L. D. Adj. to DCRB Rate Level 1.3800 1.3303 1.3464 1.3753 1.4015

(6) Large Deductible Adj. at DCRB Rate Level $90,228,736 $90,383,386 $ 95,151,964 $ 73,882,914 $ 87,695,639
{ (4) * (5) }

(7) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Gross Basis 277,548,701$     253,513,337$     $ 260,153,136 $ 224,957,013 $ 228,719,772
{ (3) + (6) }

(8) Expense Constant Removal Factor 0.9981 0.9981 0.9980 0.9981 0.9980

(9) Expense Constant Dollars $ 527,343 $ 481,675 $ 520,306 $ 427,418 $ 457,440
{ (7)[1 - (8)] }

(10) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Net Basis

excluding Expense Constant Dollars $ 186,792,622 $ 162,648,276 $ 164,480,866 $ 150,646,681 $ 140,566,693
{ (3) - (9) }

(11) Standard Earned Premium at DCRB Rate Level
including Large Deductible on a Gross Basis
excluding Expense Constant Dollars $ 277,021,358 $ 253,031,662 $ 259,632,830 $ 224,529,595 $ 228,262,332
{ (7) - (9) }

CALENDAR YEAR
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EXHIBIT II

EXPENSE CONSTANT INCOME - STOCK AGENCY COMPANIES

MANUAL YEAR 2021

(1) Number of Policies 22,386

(2) Expense Constant Income With Expense Constant @ Current Level = $360 $8,058,960

(3) Interstate Adjustment Factor 0.65

(4) Adjusted Expense Constant Income {(2) * (3)} $5,238,324

(5) Standard Earned Premium Excluding Expense Constant $190,031,854
including Large Deductible on a Net Basis

(5a) Factor to Bring Premium to Current Level 0.5606

(5b) Standard Earned Premium Excluding Expense Constant $106,531,857
including Large Deductible on a Net Basis at Current Level

(6) Standard Earned Premium Excluding Expense Constant $300,073,412
including Large Deductible on a Gross Basis

(6a) Factor to Bring Premium to Current Level 0.5610

(6b) Standard Earned Premium Excluding Expense Constant $168,341,184
including Large Deductible on a Gross Basis at Current Level

(7) Distribution of Expense Constant Income
% % $ Total Expense $

(a) General Expense 35.0% $126.00 $1,833,413

(b) Production 65.0%
i) Commission 68.0% $159.12 $2,315,339
ii) Other Acquisition 32.0% $74.88 $1,089,571

Total 100.0% $360.00 $5,238,323

(8) Expense Constant Ratio for General Expense  { (7a) / (6b) } 0.0109

(9) Expense Constant Ratio for Commission  { (7b(i)) / (5b) } 0.0217

(10) Expense Constant Ratio for Other Acquisition  { (7b(ii)) / (6b) } 0.0065
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EXHIBIT III

LOSS ADJUSTMENT EXPENSE RATIOS - ALL COMPANIES 

2018 2019 2020 2021 2022

(1a) Allocated Loss Adjustment Expense
Incurred $ 13,321,824 $ 9,301,860 $ 10,839,715 $ 12,187,504 $ 8,248,492

(1b) Unallocated Loss Adjustment Expense
Incurred $ 7,235,589 $ 8,280,284 $ 9,152,948 $ 7,370,299 $ 8,253,341

(1c) Total Loss Adjustment Expense
Incurred on a Net Basis{(1a) + (1b)} $ 20,557,413 $ 17,582,144 $ 19,992,663 $ 19,557,803 $ 16,501,833

(1d) ALAE Deductible Adjustment $ 10,460,207 $ 12,423,559 $ 9,150,915 $ 10,433,556 $ 10,098,864

(1e) ULAE Deductible Adjustment $ 164,493 ($8,527) $ 135,735 $ 228,164 $ 7,513

(1f) Total Loss Adjustment Expense
Incurred on a Gross Basis{(1c)+(1d)+(1e)} $ 31,182,113 $ 29,997,176 $ 29,279,313 $ 30,219,523 $ 26,608,210

(2) Incurred Losses including
Deductibles on a Net Basis $ 54,331,023 $ 58,888,536 $ 74,744,663 $ 73,231,895 $ 51,215,038

(3) Deductible Adjustment (Losses) $ 54,759,544 $ 41,457,397 $ 43,932,700 $ 52,328,186 $ 45,228,503

(4) Incurred Losses including Deductibles
on a Gross Basis {(2) + (3)} $ 109,090,567 $ 100,345,933 $ 118,677,363 $ 125,560,081 $ 96,443,541

(5a) Ratio of Loss Adjustment Expense to
Incurred Losses including Deductibles

on a Net Basis {(1c) / (2)} 0.3784 0.2986 0.2675 0.2671 0.3222

(5b) Ratio of Allocated Loss Adjustment Expense 
to Incurred Losses including Deductibles 0.2452 0.1580 0.1450 0.1664 0.1611
on a Net Basis {(1a) / (2)}

(6a) Ratio of Loss Adjustment Expense to
Incurred Losses including Deductibles
on a Gross Basis {(1f) / (4)} 0.2858 0.2989 0.2467 0.2407 0.2759

(6b) Ratio of Allocated Loss Adjustment Expense to
Incurred Losses including Deductibles
on a Gross Basis {((1a)+(1d)) / (4)} 0.2180 0.2165 0.1684 0.1802 0.1902

5 Year Average 3 Year Average Selected
(7) Average of Loss Adjustment Expense Ratios to Direct

Incurred Losses including Deductibles on a Net Basis {Line (5a)} 0.3068 0.2856 0.3068

(8a) Average of Loss Adjustment Expense Ratios to Direct
Incurred Losses including Deductibles on a Gross Basis {Line (6a)} 0.2696 0.2544 0.2696

(8b) Average of Allocated Loss Adjustment Expense Ratios to 
Direct Incurred Losses including Deductibles on a Gross Basis {Line (6b)} 0.1947 0.1796 0.1947

(8c) Provision for Unallocated Loss Adjustment Expense {Lines (8a) - (8b)} 0.0749 0.0748 0.0749

CALENDAR YEAR
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EXHIBIT IV - A

SIZE OF RISKS - SCHEDULE Y COMPANIES

MANUAL YEAR 2021

Intrastate SEP

excluding Loss
Number and Expense

Intrastate Risks of Risks Constant
(1) (2)

Under $10,000 18,236 22,673,038
$10,000 - $200,000 1,910 74,317,472

$200,000 - $1,750,000 130 52,925,539
Over $1,750,000 8 25,114,570

TOTAL 20,284 175,030,619

DISTRIBUTION OF PREMIUM TO DISCOUNT BLOCK

Number
Size of Risk of Risks First $10,000 Next $190,000 Next $1,550,000 Over $1,750,000

Under $10,000 18,236 22,673,038
$10,000 - $200,000 1,910 19,100,000 55,217,472

$200,000 - $1,750,000 130 1,300,000 24,700,000 26,925,539
Over $1,750,000 8 80,000 1,520,000 12,400,000 11,114,570

TOTAL 20,284 43,153,038 81,437,472 39,325,539 11,114,570

PERCENTAGE 24.65% 46.53% 22.47% 6.35%
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EXHIBIT IV - B

AVERAGE COMPANY PREMIUM DISCOUNT

SCHEDULE Y COMPANIES

Premium

Distribution to
Discount Block Reduction Weighted

(EXHIBIT IV - A) from Manual Reduction

First $10,000 24.65 0.0 0.00

Next $190,000 46.53 9.1 4.23

Next $1,550,000 22.47 11.3 2.54

Over $1,750,000 6.35 12.3 0.78

Premium Discount = 7.55

Intrastate Premium Discount 7.55

Interstate Premium Discount 8.15
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EXHIBIT V

DELAWARE POOL GROSS WRITTEN PREMIUM AND UNCOLLECTIBLE PREMIUM*

Data as of 3/31/2024
(3)=(2)/(1)

POLICY
YEAR

(1)
GROSS WRITTEN 

PREMIUM

(2) 
UNCOLLECTIBLE 

PREMIUM RATIO

2013 22,238,637 565,831 2.54%
2014 17,275,389 176,207 1.02%
2015 17,976,555 132,283 0.74%

2016 16,601,625 367,595 2.21%
2017 15,639,203 472,317 3.02%
2018 13,492,376 361,662 2.68%
2019 10,023,013 317,398 3.17%
2020 9,869,910 122,219 1.24%
2021 9,050,438 330,170 3.65%
2022 9,221,145 490,892 5.32%

All Year Average 2.56%

Five Year Average 3.21%

Three Year Average 3.40%

Selected 3.21%

* Data courtesy of NCCI, Inc.
Excludes Audit Noncompliance Charge premium
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