New Jersey Automobile Insurance Risk Exchange (NJAIRE) - Frequently Asked Questions


1. "I Don't Understand NJAIRE" Operations
2. How do I submit data?
3. When is my quarterly data submission due?
4. Can I resubmit data if I find that I have made a mistake?
5. How do I resubmit data?
6. I want to send my data submission via express mail so it is not late, but I need the name of someone to send it to. What name should I use?
7. I can't find my Compiled Figures Report. Could I have an additional copy?
8. Can negative loss or claimant amounts be reported?
9. We cannot correct a problem in our data. What should we do? Can we submit estimated data?
10. Has my company’s submission been received? Was it on time? Will there be a penalty?
11. What types of exposures do I report?
12. Isn't NJAIRE just for Personal Automobile Insurance?
13. Should I report data for motorcycles?
14. Should I report data for Special Automobile Insurance Policies (SAIP)?
15. Claimants are supposed to be reported. What is a claimant?
16. Do I report claimants closed without payment?
17. Do I report claimants for PIP, UM or UIM?
18. Do I report BI claimants if the accident occurs out of state or the claimants are from a state other than New Jersey?
19. What is an "Intra-Family" claimant?
20. Do I report Intra-Family claimants as part of my NJAIRE BI claim count?
21. Do I report claimants involving only economic losses as part of my NJAIRE BI claimant count?
22. What is a Reportable Claimant?
23. What are the injuries that qualify under the revised (1999) definition of the verbal threshold?
24. Do I report Reportable Claimants if the insured is from a state other than New Jersey?
25. Do I report Reportable Claimants if the accident occurs out-of-state or the claimants are from a state other than New Jersey?
26. Do I report Intra-Family Claimants as part of my Reportable Claimant count?
27. Do I report claimants involving only economic losses as part of my NJAIRE Reportable Claimant count?
28. What is a reportable loss?
29. Should Loss Adjustment Expenses be reported for all BI paid claimants?
30. What if I am unable to separate the Allocated and Unallocated Loss Adjustment Expenses?
31. Can I report Reportable ALAE, ULAE, for claimants without payment?
32. What expenses fall under the Allocated and Unallocated categories?
33. How are my company’s quarterly assessments calculated?
34. How are the Monthly Payments calculated and what are they based on?
35. Will I receive an invoice for the monthly payments due?
36. How are the assessments per exposure determined?
37. How are the Quarterly Reimbursements calculated?
38. I can't find my Annual Cash Settlement package. Could I have an additional copy?
39. Why is the Annual Cash Settlement performed?
40. How do all the pieces of the Annual Cash Settlement package fit together?
41. What are the calculations on the NJAIRE Form 4 Annual Cash Settlement report and where does the data come from?
42. What calculations are being done on the True-Up report and where do the numbers come from?
43. Why don't the Monthly Payment and Quarterly Reimbursement figures on the Annual Cash Settlement True-up Report agree with mine?
44. Why, after being reimbursed in the quarterly disbursements, is our company paying an Annual Cash Settlement bill?
45. What does the interest calculation in the Annual Cash Settlement represent?
46. Why are BI claimants, rather than Reportable Claimants, used to determine reimbursements?
47. If my company is no longer writing auto insurance in New Jersey, how could we owe money in an Annual Cash Settlement?
48. If we had no data for a particular accident year (say, 2009) how could we owe investment income we received for that accident year?
49. What does it mean if the amount owed on my Annual Cash Settlement Report is in parentheses?
50. How can we verify our assessments for a particular accident year?
51. How do I estimate for budgetary purposes next year's Annual Cash Settlement bill and/or financial transactions in the upcoming year?
52. How do I handle the Excess Profits filing mandated by the New Jersey Insurance Department?
I.  "I Don't Understand NJAIRE" Operations

To help you understand NJAIRE, you can contact Insurance Services Office, Inc. (ISO), the Central Processor for NJAIRE. They will provide you with an overview of NJAIRE, and can answer specific questions you may have about how NJAIRE operates, and member requirements.  They can help make sure you have the necessary material to properly report data, such as NJAIRE Call for Statistics Forms and Claimant Determination Forms. On the NJAIRE web site you can also refer to the current version of the Plan of Operations and Procedure Manual, as well as other important documentation (i.e., Annual Letters and other news) to assist you in submitting accurate and timely data. (Return to Questions)
II. Data Reporting Questions

A. General Questions:

Q1: How do I submit data?

A1: First, fill out the NJAIRE Form #4 Call for Statistics sheet. A different sheet must be used for each accident year within each account quarter.  Then, send all Form #4 submissions (and resubmissions) to:
ISO
Attn: Mr. Michael McAuley (17-2)

545 Washington Boulevard

Jersey City, NJ 07310-1686
You may also e-mail submissions to NJAIRECentralProcessor@iso.com, or fax them to 201-748-1494. (Return to Questions) 
Q2: When is my quarterly data submission due? 

A2: The table below shows the due dates for each quarterly submission:

	Account Quarter
	Due Date

	First Quarter
	May 15

	Second Quarter
	August 15

	Third Quarter
	November 15

	Fourth Quarter
	February 15 


(Return to Questions)
Q3: Can I resubmit data if I find that I have made a mistake?

A3: Yes. In fact, you are required to resubmit. (Return to Questions)
Q4: How do I resubmit data?

A4: Fill out the NJAIRE Form #4 Call for Statistics sheet with correct data for the account quarters and accident years in error, and send them to the address given in A1 in section II.A, unless you are asked to send it elsewhere.

For each account quarter/accident year combination being corrected, the entire Call form must be filled out.

Since a resubmission for a particular account quarter/accident year combination supersedes any previous submission, you must include the revised data as well as the originally submitted correct data on each call form. For example, suppose your original submission for account quarter 03/09, accident year 2009 reflected 100 exposures and 10 BI Claims. An audit in the following year found that 2 of those claims were invalid. You must resubmit a call form for that same account quarter/accident year combination lowering the claim count from 10 to 8, but leaving the exposure count at 100. If you left the exposure column blank, the system would count that as 0 exposures. (Return to Questions)
Q5: I want to send my data submission via express mail so it is not late, but I need the name of someone to send it to. What name should I use?

A5: You may use the mailing address in A1, section II.A.  If you need a phone number, it is 201-469-2323.  Note that you can avoid the postage costs by faxing or e-mailing your data submissions. (Return to Questions)
Q6: I can't find my Compiled Figures Report. Could I have an additional copy?

A6: Yes. Copies of all Compiled Figures Reports (and most other NJAIRE mailings) are easily accessible from ISO. Be sure to keep ISO informed if your company’s contact person changes or if your company’s mailing address changes so our mailings don’t get lost. (Return to Questions)
Q7: Can negative loss or claimant amounts be reported?

A7: Yes. In cases of recovered losses, negative claimants and losses may be reported. Any negative claimant or loss must correspond to a previously reported claimant or loss. (Return to Questions)
Q8: We cannot correct a problem in our data. What should we do? Can we submit estimated data?

A8: There are two kinds of data estimate procedures available to companies. The first kind is temporary. This estimate is performed by ISO and results in a penalty charge of $250. Such an estimate would be acceptable when a company's data problems cannot be corrected in time for a quarterly financial transaction or an Annual Cash Settlement, but will be corrected shortly thereafter. The second kind of estimate is called a Permanent Data Estimate (PDE). A PDE will be granted to your company if, after making every effort to do so, you are unable to submit correct data for a particular account quarter or quarters. If you want a PDE done, you must send us a letter explaining the problem and requesting permission to submit estimated data. Your company or ISO can perform these data estimates. If your company performs it, ISO will review the procedure used. Permanent Data Estimates are subject to the standard resubmission charge of $250. Furthermore, as stated in the Procedure Manual, the estimation procedure reflects a 10% overestimation of zero threshold exposures or claimants and a 10% underestimation of verbal exposures or claimants. (Return to Questions)
Q9: Has my company’s submission been received? Was it on time? Will there be a penalty?

A9: Check with ISO to see if and when your submission was received. If it was not received, you can mail, email or fax another copy of your submission to ISO. Late submissions will be assessed a penalty of $50 per working day late. Resubmissions will be assessed a flat charge of $250. Every quarter, ISO sends out "Assessment Charges" reflecting penalties assessed for late submissions and/or resubmissions of data from the previous quarter. (Return to Questions)
B. Reporting of Specific Data Elements
1. Exposures:

Q10: What types of exposures do I report?

A10: There are two columns of exposures to report: One column is the earned car years of exposure for Private Passenger Automobiles written at the zero dollar tort threshold. The other column is the earned car years of exposure for Private Passenger Automobiles written at the verbal threshold.  (Return to Questions)
Q11: Isn't NJAIRE just for Personal Automobile Insurance?

A11: No. NJAIRE deals with insurance on Private Passenger Automobiles. These automobiles may be insured on a commercial auto policy. For example, a company car for personal use should be reported if the user is the named insured on the commercial policy. (Return to Questions)
Q12: Should I report data for motorcycles?

A12: No. NJAIRE reporting applies only to Automobiles (see the definition in the NJAIRE Plan of Operations). (Return to Questions)
Q13: Should I report data for Special Automobile Insurance Policies (SAIP)?

A13: No.  Special Automobile Insurance Policies are excluded from NJAIRE reporting. (Return to Questions)
2. BI Paid Claimants:

Q14: Claimants are supposed to be reported. What is a claimant?

A14: A claimant is each individual who submits a claim for an occurrence. (Return to Questions)
Q15: Do I report claimants closed without payment?

A15: No! Only paid BI claimants should be reported. (Return to Questions)
Q16: Do I report claimants for PIP, UM or UIM?

A16: No! Claimant and loss data reported to NJAIRE should be limited to Bodily Injury (BI) coverage only. (Return to Questions) 

Q17: Do I report BI claimants if the accident occurs out of state or the claimants are from a state other than New Jersey?

A17: Such claimants may be included in the total BI paid claimants reported to NJAIRE (Return to Questions)
Q18: What is an "Intra-Family" claimant?

A18: It is a person filing a claim against a policy under which he/she is insured. (Return to Questions)
Q19: Do I report Intra-Family claimants as part of my NJAIRE BI claim count?

A19: Such claimants may be included in the total BI paid claimants reported to NJAIRE. (Return to Questions)
Q20: Do I report claimants involving only economic losses as part of my NJAIRE BI claimant count?

A20: Such claimants may be included in the total BI paid claimants reported to NJAIRE. (Return to Questions)
3. Reportable Claimants:

Q21: What is a Reportable Claimant?

A21: It is a closed BI paid claimant where:

a. The claimant elected or was otherwise subject to the zero dollar tort threshold.;


AND

b. The insured elected the verbal tort threshold 


AND 
c. The kinds of injuries are not those described by the definition of the verbal threshold.

Note:  There are additional criteria that have to be met in order for a BI paid claimant to also be a Reportable Claimant.  NJAIRE developed a Reportable Claimant Determination Form to help you identify which BI paid claimants are also Reportable Claimants.  Effective January 1, 2012, members are required to utilize and maintain a copy of this form for ALL BI paid claimants, in either paper or electronic form.  (Return to Questions)
Q22: What are the injuries that qualify under the revised (1999) definition of the verbal threshold?

A22: The types of injuries that qualify are considered serious. Such conditions include: death; dismemberment; significant disfigurement or significant scarring; displaced fractures; loss of fetus; and permanent injury within a reasonable degree of medical probability other than significant scarring. (Return to Questions)
Q23: Do I report Reportable Claimants if the insured is from a state other than New Jersey?

A23: No. (Return to Questions) 

Q24: Do I report Reportable Claimants if the accident occurs out-of-state or the claimants are from a state other than New Jersey?

A24: No. (Return to Questions) 

Q25: Do I report Intra-Family Claimants as part of my Reportable Claimant count?

A25: Such claimants may be included in the total Reportable Claimants reported to NJAIRE (provided it meets the other criteria on the Reportable Claimant Determination form). (Return to Questions)
Q26: Do I report claimants involving only economic losses as part of my NJAIRE Reportable Claimant count?

A26: No. NJAIRE is intended to reimburse companies only for their non-economic losses. (Return to Questions)
4. Reportable Losses:

Q27: What is a reportable loss?

A27: It is the Bodily Injury Liability loss (non-economic loss only) amount paid on the Reportable Claimant. (Return to Questions)
5. Allocated & Unallocated Loss Adjustment Expenses:

Q28: Should Loss Adjustment Expenses be reported for all BI paid claimants?

A28: No. They should only be reported for Reportable Claimants. (Return to Questions)
Q29: What if I am unable to separate the Allocated and Unallocated Loss Adjustment Expenses?

A29: There is a column on the Call for Statistics form in which to report the Combined Loss Adjustment Expense amounts. Note that if this column is filled out, the other LAE columns should be left blank, and vice versa. (Return to Questions)
Q30: Can I report Reportable ALAE, ULAE, for claimants without payment?

A30: Yes, ALAE and ULAE should be reported to NJAIRE if the associated claimant would have satisfied the Reportable Claimant criteria had it been closed with payment. (Return to Questions)
Q31: What expenses fall under the Allocated and Unallocated categories?

A31: Typically, Allocated Loss Adjustment Expenses are those that can be directly assigned to the settlement of a particular claimant. One example is an insurance company hiring outside legal counsel to handle a particular claimant.

Unallocated Loss Adjustment Expenses are those costs indirectly involved in the settlement of a claimant. Such expenses include overhead costs of the claims department and the use of staff attorneys. (Return to Questions)
III. Provisional Financial Transaction Questions

A. Monthly Payments:

Q1: How are my company’s quarterly assessments calculated?

A1: Using the data your company submits each quarter, we produce a report called the "Compiled Figures Report": 

Form #4 (accident years 2008 and subsequent)

Calculated Assessment Charges on Form #4 Compiled Figures Reports are calculated by taking the statewide number of zero dollar threshold earned exposures, multiplied by the assessment per exposure for that accident year.  
Note: Verbal threshold earned exposures must also be reported (as discussed later, these will be used to determine your company’s provisional reimbursement, not your provisional assessment). (Return to Questions)
Q2: How are the Monthly Payments calculated and what are they based on?

A2: The monthly payments for a given account quarter are determined by dividing the Calculated Assessment Charge shown on the Compiled Figures Report from two quarters prior by three and rounding to the nearest dollar. For example, monthly payments for the third quarter of 2009 are based on the calculated assessment from the first quarter of 2009 data. (Return to Questions)
Q3: Will I receive an invoice for the monthly payments due?

A3: No. Companies are responsible for sending their monthly payments in on time as noted in the cover letter accompanying the Compiled Figures Reports (see due dates listed in Section III.B, A5). No separate notice or invoice will be sent to your company by NJAIRE. Penalties will be assessed for monthly payments not received on time. (Return to Questions)
Q4:  How are the assessments per exposure determined?

A4:  For accident years 2008 & subsequent, the NJAIRE Actuarial Committee determines the assessments per exposure to be used in the Compiled Figures Reports for Monthly Payments. (Return to Questions)
B. Quarterly Reimbursements:

Q5: How are the Quarterly Reimbursements calculated?

A5: After we have collected the Monthly Payments for a given account quarter, we redistribute those funds (along with the investment income earned on those funds while held by NJAIRE during the quarter) to each company:

Provisional reimbursements for a given transaction quarter will be calculated by multiplying your company’s percentage of the industry-wide total verbal threshold earned exposures in the account quarter two quarters prior by the total assessments collected (via the monthly payments) in the transaction quarter.

The table below shows key dates for the Monthly Payments and Quarterly Reimbursements:

	Account Quarters & Provisional Transaction Dates

	 Transaction Quarter
	Account Quarter of Data Used
	First Monthly Payment*
	Second Monthly Payment*
	Third Monthly Payment*
	Quarterly Provisional Reimbursement

	09/09
	03/09
	08/15/09
	09/15/09
	10/15/09
	11/15/09

	12/09
	06/09
	11/15/09
	12/15/09
	01/15/10*
	02/15/10

	03/10
	09/09
	02/15/10
	03/15/10
	04/15/10
	05/15/10

	06/10
	12/09
	05/15/10
	06/15/10
	07/15/10
	08/15/10


*As the chart indicates, not all payments for the account quarters in a given calendar year are made in that calendar year (December’s payment is actually made in January of the following year). (Return to Questions) 

IV. Annual Cash Settlement (ACS) Questions

A. General:

Q1: I can't find my Annual Cash Settlement package. Could I have an additional copy?

A1: Yes. Please contact ISO at the address listed in Section II.A, A1. (Return to Questions)
 Q2: Why is the Annual Cash Settlement performed?

A2: Basically, the Annual Cash Settlement evaluates the provisional assessments and reimbursements performed in the previous calendar year and re-evaluates assessment and reimbursement calculations for all other prior years (i.e., the provisional transactions from 1999 are evaluated for the first time in the 2000 Annual Cash Settlement. That evaluation is then re-evaluated in the next Annual Cash Settlement, and so on). The idea is that the calculations for each subsequent Annual Cash Settlement use an additional 12 months of loss and claimant data and therefore will more accurately reflect the ultimate loss experience for each company. (Return to Questions)
B. Annual Cash Settlement Calculations:

Q3: How do all the pieces of the Annual Cash Settlement package fit together?

A3: In the package of information you receive, there are two types of reports that combine to determine the net Annual Cash Settlement amount due from or owed to your company. These are the NJAIRE Form 4 Annual Cash Settlement Report and the Annual Cash Settlement True-up Report. (Return to Questions)
1. NJAIRE Form 4 Annual Cash Settlement Report
Q4: What are the calculations on this report and where does the data come from?

A4: To perform the Annual Cash Settlement, we first run the Annual Cash Settlement Reimbursement Report. For each company, this report generates output called the NJAIRE Form 4 Annual Cash Settlement Report, which is enclosed as part of the Annual Cash Settlement mailing.

Ultimately, the assessment and reimbursement formulas will use only claimants (the Pure Claimants method). However, it will take some time (i.e., a few years) for BI claimants to develop and become credible enough to be used as the basis for an accident year’s assessments and reimbursements. As a result, until BI claimant credibility is sufficient, we will be assessing and reimbursing companies based on the Pure Exposure method:

The Pure Exposure method (to be used for the first few evaluations of an accident year)

Companies will be assessed based on their zero dollar threshold earned exposures, and will be reimbursed based on their verbal threshold earned exposures.

When BI claimant credibility is high enough, the ACS will use the Pure Claimants method:

The Pure Claimants method (to be used when claim credibility for an accident year is sufficient)

Companies will be assessed based on their BI claimants against zero dollar threshold policies and will be reimbursed based on their BI claimants against verbal threshold policies. 

For each accident year, the method used is shown in the documentation that accompanies the Annual Cash Settlement.

The following describes the layout of the NJAIRE Form 4 Annual Cash Settlement report:

	Column
	Output shown on NJAIRE Form 4 Annual Cash Settlement Report

	Column (1)
	Lists, for each accident year, your company’s statewide (the sum of all territories) BI claimants against zero dollar threshold policies.

	Column (2)
	Lists, for each accident year, your company’s statewide (the sum of all territories) BI claimants against verbal threshold policies.

	Column (3)
	Lists, for each accident year, your company’s statewide (the sum of all territories) zero dollar earned exposures.

	Column (4)
	Lists, for each accident year, your company’s statewide (the sum of all territories) verbal threshold earned exposures.

	Column (5)
	Reflects assessments calculated as follows: 

For accident years that use the Pure Exposure method, the assessments will be calculated, on a territory basis, by taking your company's zero dollar threshold earned exposures in that territory multiplied by the assessment per exposure for that accident year. The sum of the territory assessments will be your assessments at present rate for that year.
For accident years that use the Pure Claimants method, the assessments will be calculated, on a territory basis, by taking your company’s percentage of the industrywide BI paid claimants against zero dollar threshold policies, multiplied by the assessment fund generated for that territory (this assessment fund will be determined by the NJAIRE Actuarial Committee and may change from one Annual Cash Settlement evaluation to the next based on the loss development for that year). The sum of each territory assessment for an accident year will be your total assessment that year.

	Column (6)
	Reflects assessment allocations (reimbursements) calculated as follows: 

For accident years that use the Pure Exposure method, these assessment allocations will be calculated, on a territory basis, by taking your company’s percentage of the industrywide verbal threshold earned exposures for that territory, multiplied by the total assessments for that territory (as described in the first paragraph explaining Column (5) above). The sum of the territory assessment allocations will be your total assessment allocation for that accident year.

For accident years that use the Pure Claimants method, the assessment allocations will be calculated, on a territory basis, by taking your company’s percentage of the industrywide BI paid claimants against verbal threshold policies, multiplied by the total assessments for that territory (as described in the second paragraph explaining Column (5) above). The sum of each territory assessment allocation for an accident year will be your total assessment allocation for that year.

	Column (7)
	Will represent previous financial action. For each accident year, these figures reflect the assessments minus the reimbursements as calculated in the previous years’ NJAIRE Form 4 Annual Cash Settlement Report.

	Columns (8) & (9)
	Will represent the amount due from/owed to your company. For each accident year, calculate column (5) minus column (6) minus column (7).  If the result is positive, your company owes this amount and it will be shown in column (8). If the result is negative, this amount is owed to your company and it will be shown in column (9).

	Columns (10) & (11)
	Will represent the interest on the amount due from/owed to your company. Prior to running the Annual Cash Settlement Reimbursement Report, we calculate interest factors for each accident year. These factors are applied to the amounts in columns (8) & (9) to generate the amounts shown here


Sum totals for each column (adding up all the accident years) are computed. A total is then calculated by summing columns (8) through (11) (note that columns (9) and (11) are amounts owed to your company and therefore are viewed as negative numbers in this calculation). (Return to Questions) 
2. The Annual Cash Settlement True-up Report
Q5: What calculations are being done on this report and where do the numbers come from?

A5: There are three parts to the Annual Cash Settlement True-up Report, Part (A) generates a net amount due from or owed to your company. It does this by comparing what you actually paid and received in the quarterly provisional transactions to what your assessments & reimbursements should be at this point in time (it also accounts for the interest on the difference between these amounts). Note that Part (A) does not take into account the investment income from the quarterly reimbursements; this is taken care of in Part (B). The second part of the True-up Report, Part (B), recalculates the investment income for all accident years in the Annual Cash Settlement.  Part (C) represents your company’s share of administrative expense for the upcoming year.
Part (A) - Annual Cash Settlement True-Up

The following table explains where the numbers come from and what calculations are being performed on Part (A) of your Annual Cash Settlement True-up Report.

	Column
	Output shown on True-Up Report:

	Column (1)
	This column represents the amount that appears on the NJAIRE Form 4 Annual Cash Settlement Report for your company.

	Column (2)
	There are two numbers shown here. One represents the actual dollar amount your company paid in the previous calendar year’s monthly payments (the year being evaluated for the first time in this Annual Cash Settlement). The second number represents the actual dollar amount your company received in the previous calendar year’s quarterly reimbursements. The net amount is the reimbursements minus the monthly payments. Any negative amounts will be shown in parentheses, meaning you paid more than you received in the quarterly provisional transactions.

	Column (3)
	This represents the interest amount accrued on the net amount from Column (2). It is calculated by multiplying the interest factor for the previous year by the net amount in Column (2).

	Column (4)
	This represents the difference between what you actually paid and received in the provisional transactions from the previous calendar year and what your assessments & reimbursements should have been (as calculated in the NJAIRE Form 4 Annual Cash Settlement Report). It is calculated by adding Column (1), net amount from Column (2) & Column (3).


Part (B) - Investment Income Redistribution

Part (B) of the True-up Report calculates the redistribution of your company’s share of the investment income for all accident years (Column (2)). For the latest year, the redistribution compares the investment income you actually received in the quarterly disbursements to what you should have received based on more up-to-date data used in the Annual Cash Settlement report. For prior years, the redistribution is the difference between the investment income allocation for that year based on the current data and the investment income allocation for that year from the previous ACS.

For each year, interest income on the difference between the old share and the new share is calculated using that years’ interest factor (Column (3)) and is then added to the difference to generate a net amount due from or owed to your company (Column (4)).

Part (C) - Administrative Expense

By statute, NJAIRE is empowered to raise sufficient money to pay its operating expenses. Each year, the NJAIRE Board approves the budget for the upcoming year. Each participating company's share of the total Administrative Expense is the projected administrative budget times that company's share of the latest year's zero dollar tort threshold assessments. For example, the Twenty Fourth Annual Cash Settlement (evaluation date 3/09) collected a 2010 budgetary amount based on the assessments collected for calendar/accident year 2009.

This amount represents each participating company’s share of administrative expense for the upcoming year.

The sum of Part (C) and Column (4) from Parts (A) and (B) is your company’s Annual Cash Settlement balance. A positive number means that you owe this amount, a negative number means that this amount is owed to you. (Return to Questions)
C. Additional Annual Cash Settlement Questions
Q6: Why don't the Monthly Payment and Quarterly Reimbursement figures on the Annual Cash Settlement True-up Report agree with mine?

A6: There are several possible answers:

· 
You are using the data quarter, rather than the transaction quarter, to determine which monthly payments and quarterly reimbursements should be included. For example, the 2009 Annual Cash Settlement evaluates the 2008 provisional transactions that are actually based on third quarter 2007 through second quarter 2008 data. 

· 
As mentioned earlier, the Quarterly Reimbursements in the Annual Cash Settlement True-up do not include investment income. You may be including investment income. 

· 
You may be using monthly payments actually paid in the calendar year rather than those paid for each month in the calendar year. As mentioned earlier (see the chart showing provisional transaction dates in Section III.B, A5), the payments for each month are actually made 15 days after end of the month. That means December’s payment is actually made in January of the following year. For example, the Twenty Fourth Annual Cash Settlement True-up (latest year, 2008) includes your payments from 2/15/08 (January’s payment) through 1/15/09 (December’s payment). (Return to Questions)
Q7: Why, after being reimbursed in the quarterly disbursements, is our company paying an Annual Cash Settlement bill?

A7: Quarterly transactions are meant to approximate the latest year’s Annual Cash Settlement results. Your company’s net reimbursements from the quarterly transactions are fully reflected in the Annual Cash Settlement True-up Report.

The differences between the procedures used for the quarterly transactions and the Annual cash Settlement are as follows:

Differences in the Latest Accident Year

The quarterly transactions for an accident year are performed using exposures that, for operational reasons, lag behind the actual year’s exposures by two quarters.  The Annual Cash Settlement (Pure Exposure Method) uses the actual year’s exposures.
Differences due to the Reevaluation of Prior Accident Years
For years where the Pure Claimants method is used, only claimants are involved.  Depending on how your company’s claimant experience differs from that of other companies, your results for an accident year are subject to change.

In all cases, should the estimate of the ultimate Reportable losses change, the Annual Cash Settlement results will also change. (Return to Questions)
Q8: What does the interest calculation in the Annual Cash Settlement represent?

A8: The financial transactions for each accident year are provisional, and will change as assessment amounts are finalized, data is corrected and BI paid claimants develop.

Interest amounts are charged against companies for use of funds that, through a later Annual Cash Settlement, get allocated to another company. The contrary also holds. A company will earn interest that accrued on funds while being held by other companies after an earlier evaluation. (Return to Questions)
Q9: Why are BI claimants, rather than Reportable Claimants, used to determine reimbursements?

A9: There are several reasons:

· 
Reportable Claimants are unique to NJAIRE, while BI claimants are a standard data element. Therefore, it is easier for companies to report BI claimants accurately. 

· 
BI claimants are more numerous, and therefore more credible. 

· 
The use of BI claimants rather than Reportable Claimants rests on the assumption that since a company has no control over the claimant's tort threshold or medical expenses, all companies will have nearly the same ratio of Reportable Claimants to BI claimants. The NJAIRE data supports the reasonability of this assumption. (Return to Questions)
Q10: If my company is no longer writing auto insurance in New Jersey, how could we owe money in an Annual Cash Settlement?

A10: Because the Annual Cash Settlement re-evaluates all accident years to date, you would owe money if other companies have increased their number of BI claimants for prior years faster than you have, making your share of BI claimants smaller.

Also, you could owe money if the accident year assessment pots are adjusted. (Return to Questions)
Q11: If we had no data for a particular accident year (say, 2009) how could we owe investment income we received for that accident year?

A11: There is a two-quarter lag in the provisional assessments and reimbursements. Since 2009 monthly payments and quarterly disbursements are actually based on data for third quarter 2008 through second quarter 2009, you may owe money if you had data in the last two quarters of 2008 (to reverse the previous transactions based on these quarters data). (Return to Questions)
Q12: What does it mean if the amount owed on my Annual Cash Settlement Report is in parentheses?

A12: It means your company is owed this amount by NJAIRE. (Return to Questions)
Q13: How can we verify our assessments for a particular accident year?

A13: For each accident year, depending on which method was used (i.e., Pure Exposure or Pure Claims) follow the procedures outlined in Section IV.B.1, A4. (Return to Questions)
Q14: How do I estimate for budgetary purposes next year's Annual Cash Settlement bill and/or financial transactions in the upcoming year?

A14: It is difficult to accurately estimate future Annual Cash Settlements because there are many factors that can affect the results, such as: 

· 
For accident years 2008 and subsequent, the assessments per exposure are subject to change by recommendation of the NJAIRE Actuarial Committee and approval by the Board of Directors. 

· 
The accident year assessment pots are subject to change by recommendation of the NJAIRE Actuarial Committee and approval by the Board of Directors. 

· 
Your company’s share of prior year assessments/reimbursements may change significantly due to company resubmissions. (Return to Questions)
Q15: How do I handle the Excess Profits filing mandated by the New Jersey Insurance Department?

A15: ISO, as the NJAIRE Central Processor, cannot instruct you on such matters. Please contact the New Jersey Department of Banking and Insurance for assistance.   However, ISO can provide you copies of the appropriate NJAIRE reports needed to complete the filing. (Return to Questions)
