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Re: The Hanover Insurance Group – Insurance Bulletin 2021-03, Premium Refunds, Credits, and Reductions in Response to COVID-19 Pandemic - Explanatory Memo


Throughout the COVID-19 pandemic, in recognition of the unprecedented challenges faced by many of our policyholders, The Hanover Insurance Group (The Hanover) has taken several actions to determine and apply premium relief. 
   
In California, The Hanover writes the following lines:  Commercial Auto (CMA), Workers Comp (WC), Commercial Multi-Peril (CMP), Commercial Liability (CML), and Medical Malpractice (MED). In response to COVID-19, The Hanover implemented two approaches for issuing premium refunds: 
1) Returned premiums continue to be handled based on a reduction or reclassification in exposure. The Hanover continues to reach out to independent agents to engage with customers to understand their COVID-19 impacts and accurately adjust or reclassify exposures. 
2) A 10% credit was applied to the Commercial lines premium for the period of March 15th through May 31st. This amount was derived from an analysis of weekly claims data to assess the impact on exposure to loss. 

The impact of these actions has been reported on a quarterly basis in response to a series of bulletins, including the most recent CA Amended Bulletin No. 2020-8.

In addition to the actions above, The Hanover has returned significant premiums to insureds through the premium audit process.  This return of premium is above and beyond the previously reported premium refunds and captures instances where exposures decreased more significantly than estimated during the policy period.  In response to COVID-19, From March to December 2020, The Hanover has returned over $6M in premium to policyholders through the premium audit process, and this is likely to continue into the 2021 calendar year.

[bookmark: _Hlk62130852]Based on our updated analysis, we have determined that the premium relief provided to date across all of the above‐referenced lines of business is appropriate and that at this time, no additional premium refunds are warranted.  We continue to observe increased business and claims activity across all lines of our business in the State from earlier observed levels. Articles referencing both the National Highway Traffic Safety Administration and the California Highway Patrol have reported that during COVID, highway safety trends deteriorated and while roads have become less crowded, some drivers have engaged in increased risky habits including speeding, driving without a seatbelt and distracted driving.  In addition, The Hanover continues to face other premium and expense trends including not reducing agent commission for the premium relief already granted, increased agent profit‐sharing payments, and the potential increase of bad debt.  
Thank you for the opportunity to provide this update concerning our ongoing efforts to respond and comply with CA Insurance Bulletin No. 2021-03. Should you have any questions, please do not hesitate to contact Gregory Popolizio, Senior Compliance Consultant, at gpopolizio@hanover.com or 508-855-4826.
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