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In response to the Covid-19 pandemic, shelter-in-place emergency orders and reduction in driving across the country, Encompass was a leader in the insurance industry in initiating refunds to our automobile customers. Encompass contacted the California Department of Insurance (“CDI”) on April 5, 2020 regarding our planned refunds and began a series of conversations surrounding Encompass’ Shelter in Place Payback (“SIPP”). Encompass began issuing its first payments to customers during the week of April 13, 2020. The CDI issued a bulletin the same week mandating all admitted carriers in the state issue a payback for auto policies as well as other impacted lines. 

On June 12, 2020, Encompass submitted a report to the CDI outlining the paybacks issued for Auto, Motorcycle, and Motorhome for the months of March, April, and May.

On October 1, 2020, Encompass submitted a report to the CDI outlining the paybacks issued for Auto and Motorcycle for the months of June, July, and August.  

On February 1, 2021, Encompass submitted a report to the CDI outlining the paybacks issued for Auto for the months of September, October, November and December. 

For the 1Q21 report, the CDI has requested a supplemental report addressing additional refunds for 2020 or additional support for not providing additional refunds .We have completed our review of the 2020 premium refunds and have outlined our response in the narrative below and the accompanying data set.


Report outline 
Bulletin 2021-03 communicated the results of the CDI analysis of the Top 10 Private Passenger Auto groups. The data call collected information for the following coverages – bodily injury, property damage and collision.  Using the data provided, pre-pandemic expected loss ratios, company-specific efficiency standards and a 5% profit load, the CDI determined that premium credits provided have been inadequate. The CDI requested companies review and provide a supplemental report detailing what additional refunds, if any, will be provided. 
This Memorandum covers lines written in Encompass Insurance Company. 
Factors considered in the 2020 review:
· Encompass’s Projected 2020 COVID Combined Ratio decreased by an amount consistent with the premium refunds issued in 2020.
Utilizing the 35% efficiency standard for independent agency carriers and a 5% profit load, Encompass calculated projected combined ratios for 2017-2020 as well as the COVID impacted months of 2020. Encompass assumed the January and February 2020 ultimate loss ratio would be equivalent to the 2017 – 2019 ultimate loss ratio and calculated the 2020 COVID months projected ultimate loss ratio. 2020 premiums have not been adjusted for the premium refunds.
The table below shows the 2020 COVID months projected ultimate combined ratio decreased 7.2% relative to the pre-pandemic 3-year average.



	 
	2017
	2018
	2019
	2017-2019 Avg
	2020 Full Year
	2020 COVID Months
	Difference to 2017-2019 Avg

	Projected Ultimate Loss Ratio
	72.5%
	75.2%
	70.3%
	72.7%
	66.7%
	65.5%
	-7.2%

	Efficiency Standard
	35.0%
	35.0%
	35.0%
	35.0%
	35.0%
	35.0%
	0.0%

	Profit 
	5.0%
	5.0%
	5.0%
	5.0%
	5.0%
	5.0%
	0.0%

	Combined Ratio
	112.5%
	115.2%
	110.3%
	112.7%
	106.7%
	105.5%
	-7.2%



· Loss development for 2020 does not reflect impacts of pandemic shutdowns of the court system
· Long-tailed coverages such as Bodily Injury and Uninsured Motorists may take longer to develop to ultimate than historically 
· Encompass provided the premium refunds on the total auto premium – not just the bodily injury, property damage and collision coverages reviewed
· Encompass provided 15% of total auto policy premium for March, April and May and 7% of total auto policy premium for June through December. This is an overall premium refund of 9.4% for the COVID impacted months of 2020.
· Based on Encompass’ premium distribution by coverage, the 9.4% of total auto premium is equivalent to an 11.8% credit on bodily injury, property damage and collision coverages. 
Summary
Based upon the projected improvement in the 2020 combined ratio and the premium refunds given in 2020, Encompass does not believe additional premium refunds are warranted.
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