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and countrywide. A detailed questionnaire requested information on data reporting, 
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responses, which are summarized in this report. 
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REPORT TO THE 
l'.C\V MEXICO DEPARTMENT OF INSURANCE 

Regarding Force Placed Insurance 

November 1, 1998 

Purpose and Scope 

The New Mexico Department of Insurance (N1v1DOI) requested that The David Cox 
Company (Cox) conduct a survey of insurers transacting force placed credit property 
insurance in New Mexico. The purpose of the survey is to determine credit property 
operating results and market practices. This report summarizes the results of the survey. 

Qualifications 

My name is David B. Cox. I am an independent consulting actuary. I am a Fellow of the 
Casualty Actuarial Society and a Member of the American Academy of Actuaries. I meet 
the qualification requirements of the American Academy of Actuaries to practice in the 
area of credit property insurance. My professional experience spans twenty years. 

Background 

The NMDOI is considering the merits of a proposed regulation on force-placed credit 
property insurance (CPI). The hearing docket number is 98-364-IN. A survey of CPI 
insurers was conducted in order to determine market practices and operating results. A 
copy of the survey is provided in the Appendix. 

The survey requested information on premiums, losses and expenses for 1995, 1996 and 
1997 for New Mexico and countrywide. A detailed questionnaire requested information 
on data reporting, policy provisions, claims, and market conduct. A total of 10 insurers 
had meaningful responses, which are summarized in this report. 

Data Sources and Reliances 

In preparation of this report, I relied on information provided by CPI insurers operating in 
New Mexico, the NMDOI, the Report on Profitability By Line By State published by the 
National Association of Insurance Commissioners, and Best's Aggregates and Averages. 

Distribution and Use 

This report is for the use of the NMDOI. I have no objection to further distribution. The 
user is requested to use the report in its entirety. Any questions about the report should be 
directed to David B. Cox, FCAS, MAAA. 
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Summary of Results 

Market Shares 

Exhibit 1 shows written premium net of terminations for each insurer for each year. 
Market shares show a high concentration in Balboa Group (Balboa and Meritplan) and 
Southern Insurance Company. These two insurers controlled 73% of the market in 1997. 
The Hirschman-Herfand index, a measure of market concentration, was 3,572 in 1997. 
Markets with an index above 1,800 are considered to be highly concentrated. 

Exhibit 2 shows market shares for 1995 to 1997 by type of collateral. 87% of net 
premiums are for vehicles. This segment is very highly concentrated in Balboa Group and 
Southern (83%) with a Hirschman-Herfand index of 4,073. Mobile homes and other 
residential property compose 14% of the market. This segment has 4 major insurers and 
one smaller insurer. Very little experience was reported for "other property". 

Operating Results 

Exhibit 3 shows the New Mexico CPI operating results for 1995 to 1997, as summarized 
belm\'. A pie chart of the 1997 results is shown in Chart 1. 

New Mexico CPI Operating Ratios 

Loss + LAE 
Expenses 
Losses & Expenses 

43% 
53% 
96% 

44% 
49% 
93% 

43% 
39% 
83% 

3 Year 
Total 

43% 
47% 
90% 

Underwriting Profit 4% 7% 17% 10% 
Profits exclude investment income and are before tax. 
Figures may not add due to rounding. 

Loss and loss adjustment expense (LAE) ratios are very stable. This may be due to the 
fact that both premiums and losses are subject to inflationary pressures. This is because 
premiums are a percentage of the loan balance. 

Expenses have been trending downward sharply, dropping 14 points in three years. This 
is due primarily to reductions in commissions and other compensation paid to lenders. 
General expenses are down somewhat as well. Profits have increased sharply during the 
experience period. 

Note that since loss ratios are stable, 1997 experience most accurately represents current 
operating results. On a prospective basis, results of operations will improve even more if 
expenses continue to trend downward. 
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The countrywide experience for these same insurers is more profitable due to lower 
expenses. Expenses are trending down while profits are trending up. The experience 
shown below is from Exhibit 8: 

Countrywide CPI Operating Ratios 

Loss + LAE 
Expenses 
Losses & Expenses 

44% 
43% 
87% 

46% 
38% 
84% 

43% 
34% 
76% 

3 Year 
Total 

44% 
38% 
83% 

Underwriting Profit 13% 16% 24% 17% 
Profits exclude investment income and are before tax. 

Exhibit 4 shows individual insurer experience for each of the 3 years while Exhibit 9 
shows the corresponding countrywide experience for these insurers. 

Exhibit 5 shows New Mexico experience by type of collateral for each of the 3 years. A 
pie chart of the 1997 results is shown in Charts 2 to 4. Mobile homes and other property 
are the most profitable segments. Loss ratios are about the same as vehicles but expenses 
are considerably lower. 

New Mexico CPI Operating Ratios 
1997 

Mobile Other Other 
Vehicles Homes Dwellings Propertv Total 

Loss + LAE 42% 39% 51% 112% 43% 
Expenses 42% 23% 25% 53% 39% 
Losses & Expenses 84% 61% 76% 165% 83% 

Underwriting Profit 16% 39% 24% -65% 17% 

Exhibit 10 shows countrywide experience by type of collateral for each of the 3 years. 
New Mexico vehicle 1997 CPI profits are about the same as countrywide but loss ratios 
are lower and expense ratios are higher. The extremely profitable CPI property coverages 
are even more profitable on a countrywide basis. 

For countrywide experience, loss ratios for mobile homes and other propeny are 
somewhat lower than for vehicles. Expenses for mobile homes and other propeny are 
significantly lower than for vehicles. 
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Countrywide CPI Operating Ratios 
1997 

Mobile Other Other 
Vehicles Homes Dwellings Property Total 

Loss + LAE 47% 33% 38% 41% 43% 
Expenses 39% 14% 28% 63% 34% 
Losses & Expenses 86% 47% 67% 104% 76% 

Underwriting Profit 14% 53% 33% -4% 24% 

Exhibit 6 shows individual insurer experience for each of the 3 years while Exhibit 11 
shows the corresponding countrywide experience for these insurers. 

Similar experience for non-foree-placed private passenger automobile physical damage 
and homeowners is shown below. A pie chart of New Mexico experience is shown in 
Charts 5 and 6. Force-placed loss ratios are much lower than non-foree-placed. Force
placed vehicle insurance expense ratios are much higher than for non-foree-placed. 
Force-placed mobile homeowners and other real property expense ratios are only a little 
higher than for homeowners. 

Private Passenger Auto Physical Damage and Homeowners 
Operating Ratios 

1996 

New Mexico Countrywide 

Auto Home Auto 
Phys Dam Owners Phvs Dam 

Loss + LAE 72% 80% 79% 
Expenses 23% 28% 22% 
Losses & Expenses 95% 109% 101% 
Underwriting Profit 5% -9% -1% 

Profits exclude investment income and are before tax. 
Source: NAIC 

Home 
Owners 

89% 
29% 
117% 
-17% 

Exhibit 7 shows expenses incurred for commissions, service fees to creditors and other 
compensation paid to creditors. Commissions typically are not paid to creditors. No 
experience has been reported for service fees paid to creditors. Other compensation 
consists of cash payments to creditors. Other expenses consist of other acquisition costs, 
general expenses and taxes licenses and fees. Loan tracking funded by the insurer could 

The David Cox Company 
4 



be reflected in the commISSion (if a general agent conducts the tracking), or other 
expenses (if the insurer conducts the tracking or pays a third party to conduct tracking). 

New Mexico cpr Expense Ratios 

3 Year 
1995 1996 1997 Total 

Commission 19% 16% 13% 16% 
Service Fees 0% 0% 0% 0% 
Other Compensation 8% 7% 5% 7% 
Other Expenses 25% 26% 22% 25% 

Total Expenses 53% 49% 39% 47% . 

Expense ratios for non-foree-placed coverages are shown below: 

Private Passenger Auto Physical Damage and Homeowners 
Expense Ratios 

1996 

New Mexico Countrywide 

Auto Home Auto Home 
Ph;iS Dam Owners Ph;iS Dam Owners 

Commission 10% 13% 9% 15% 
Policyholder Dividends 1% 0% 1% 0% 
Other Expenses 12% 15% 13% 14% 

Total Expenses 23% 28% 22% 29% 

The Ouestionnaire 

Responses to the questionnaire are summarized in the exhibits labeled "Survey". Not all 
of the questions are shown since some questions did not lend themselves to tabulation. 

Question 1: Force placed versus non-contributory. 
Non-contributory is a small segment. Non-contributory is credit property that is 
not force-placed. One insurer reported about $1 million in non-contributory net 
premiums in 1997. 

Question 2: Dual verses single interest. 
A large majority of policies are written on a limited dual interest basis. 
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Question 3: Annual statement reporting. 
Practices vary. Vehicles are commonly reported as commercial auto. Mobile 
homes are commonly reported as commercial auto or fire & allied lines. Other 
real property is commonly reported as fire & allied lines. Personal property is 
commonly reported as inland marine. 

Question 4: Statistical agent reporting. 
Typically companies report to statistical agents In the same way as annual 
statement reporting. 

Question 5: How does your company market credit property insurance to lenders? 
Practices vary but almost all insurers employ direct sales some of the time. 

Questions 6 and 7: Licensing of creditors as insurance agents. 
A large majority of creditors are not licensed as CPI agents nor are they appointed 
as such. 

Question 8: Notices to the debtor. 
One to three notices are provided before force-placement. Two notices is most 
common. 

Question 9: How tracking is conducted. 
Tracking is conducted by a wide variety of different entities. It appears that it is 
common for creditors to conduct their own loan tracking, at least in part. 

Question 10: Who pays for insurance tracking on force placed credit property insurance? 
50-50 insurer pays and 50-50 lender pays. Sometimes both. 

Question 11: Who pays for insurance tracking on non-force placed credit property 
insurance? 

Typically there is no tracking or the lender pays for tracking. 

Question 12: What type of compensation is paid to lenders for force placed insurance by 
your company, your agents, MGA's or affiliates? 

Usually the lender is paid an expense reimbursement. 

Question 13: Maximum length of retroactive coverage. 
Practices vary among insurers. It appears to be common for the application of 
retroactive coverage to be limited in some fashion. 

Question 14: Underwriting guidelines regarding under-collateralized loans. 
Only a few insurers underwrite on the basis of collateralization. 

Question 15: Underwriting standards. 
Typically force-placed insurance is not underwritten. 
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Question 16: Policy tenn. 
All insurers reported using a one-year policy term. 

Question 17: Certificate of insurance provided to debtor. 
A large majority of creditors provide a certificate of insurance to the debtor. 

Question 18: Debtor named as additional insured. 
A majority of creditors name the debtor as an additional insured on dual interest 
policies. 

Question 19: Placement of insurance when the remaining tenn of the loan is short. 
Practices vary but it is common for the lender to decide when to place insurance 
in this case. 

Question 20: Placement of insurance when the remaining balance of the loan is small. 
Practices vary but it is common to not force-place insurance when the loan 
balance is below a specific threshold. 

Question 21: Refund of premium upon cancellation. 
Practices vary but the pro rata method appears to be most common. 

Question 22: Coverages that are prohibited under the proposed regulation. 
Practices vary but it appears that these coverages are not commonly offered. 
Mexico coverage and repossession expense are offered by a few insurers. 

Question 23: Deductibles. 
Practices vary. The lowest deductibles offered range from zero to $250. The 
highest deductibles offered range from $200 to $5,000. The most common 
deductible appears to be $200 or $250. 

Ques· ')4 Cl . tIOn _ : aIm practIces. 
A. Some claims are denied because the Onl y two insurers reported this 

B. 

C. 

D. 

E. 

borrower or the collateral is ineligible claim practice. 
even if premium was previously paid. 
The borrower is usually interviewed in Most Insurers interview 
order to detennine the date the damage borrower. 
occurred. 
Settlement is usually delayed until the Only two insurers reported 
repossessed collateral is sold. claim practice. 
The damaged collateral IS usually Most Insurers inspect 
inspected by a N1v1 licensed claims damaged collateral. 
adjuster. 
The salvage value is usually the amount Responses were about 50-50. 
recovered by the lender upon disposal of 
repossessed collateral. 
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Quest ion 24: Claim practices (continued). 
F. A written statement of loss is provided to Responses were about 50-50. 

the borrower by the insurer. 
G. Notice is provided to the borrower that Only 3 insurers provide notice. 

the borrower may incur storage charges 
after the date that the claim is paid. 

Question 25: CPI sample premium calculation for a 1998 Honda Civic, $13,500 loan 
balance. 

First year premiums vary from $1,063 to $2,049. 
One day of coverage varies from $0 to $151. 
One month of coverage varies from $ 90 to $496. 

Question 26: CPI sample premium calculation for a mobile home $35,000 loan balance 
and land worth $10,000. 

First year premiums vary from $355 to $1,014. 
One day of coverage was $0 to $1. 
One month of coverage varies from $0 to $32. 
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NMCPl.xls 
11/1/98 

American Bankers 
American Security 
Associates 
Balboa 
Cumis 
Merit Plan 
MIC 
Southem IC 
Vogager 
Yosemite 

Total 

American Bankers 
American Security 
Associates 
Balboa 
Cumis 
Merit Plan 
MIC 
Southern IC 
Vogager 
Yosemite 

Balboa+Merit Plan 
Total 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Written Premium Net of Terminations 
New Mexico Experience 

By Company & Year 

1995 1996 1997 
5599,221 5327,471 5611,121 
305,912 464,545 411,326 
107,415 123,537 118,580 

1,735,165 1,917,753 2,285,845 
414,884 375,957 429,256 

3,150,283 3,087,434 2,951,162 
733,357 689,303 562,918 

2,820,000 1,957,583 1,612,334 
226,442 269,243 372,046 

32,000 (90,000) (6,000) 

$10,124,679 59,122,826 $9,348,588 

Market Share 

1995 1996 1997 
6% 4% 7% 
3% 5% 4% 
1% 1% 1% 

17% 21% 24% 
4% 4% 5% 

31% 34% 32% 
7% 8% 6% 

28% 21% 17% 
2% 3% 4% 
0% -1% 0% 

48% 55% 56% 
100% 100% 100% 

Hirschman-Herfand 3,224 3,595 3,572 
(With Balboa & Meritplan combined) 

The David Cox Company 

Exhibit 1 

3 Yr Total 
51,537,814 
1,181,783 

349,532 
5,938,763 
1,220,097 
9,188,879 
1,985,578 
6,389,917 

867,731 
(64,000) 

$28,596,094 

3 Yr Total 
5% 
4% 
1% 

21% 
4% 

32% 
7% 

22% 
3% 
0% 

53% 
100% 

3,421 



NMCPl.xls Exhibit 2 
11/1/98 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Written Premium Net of Terminations, 1995-97 
New Mexico Experience 

By Company & Type of Collateral 

Mobile Other Other 
Vehicles Homes Dwellings ProQert~ Total 

American Bankers $37,267 $770,409 $730,138 $0 $1,537,814 
American Security 203,202 0 978,581 0 1,181,783 
Associates 0 0 349,532 0 349,532 
Balboa 5,125,844 0 812,919 0 5,938,763 
Cumis 1,220,097 0 0 0 1,220,097 
Merit Plan 9,188,879 0 0 0 9,188,879 
MIC 1,985,578 0 0 0 1,985,578 
Southem IC 6,175,340 36,062 173,004 5,511 6,389,917 
Vogager 867,731 0 0 0 867,731 
Yosemite (64,000) 0 0 0 (64,000) 

Total $24,739,938 $806,471 $3,044,174 $5,511 $28,596,094 
87% 3% 11% 0% 100% 

Market Share, 1995-97 

Mobile Other Other 
Vehicles Homes Dwellings ProQert~ Total 

American Bankers 0% 96% 24% 0% 5.4% 
American Security 1% 0% 32% 0% 4.1% 
Associates 0% 0% 11% 0% 1.2% 
Balboa 21% 0% 27% 0% 20.8% 
Cumis 5% 0% 0% 0% 4.3% 
Merit Plan 37% 0% 0% 0% 32.1% 
MIC 8% 0% 0% 0% 6.9% 
Southern IC 25% 4% 6% 100% 22.3% 
Vogager 4% 0% 0% 0% 3.0% 
Yosemite 0% 0% 0% 0% -0.2% 

Balboa+Merit Plan 58% 0% 27% 0% 53% 
Total 100% 100% 100% 100% 100.0% 

Hirschman-Herfandahl 4,073 9,146 2,486 10,000 3,421 
(With Balboa & Meritplan combined) 
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NMCPl.xls 
11/1/98 

Industry Total 
Loss + LAE 

Commissions 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Operating Ratios 
New Mexico Experience 

By Year 

1995 

43% 

19% 

1996 

44% 

16% 
Other Compensation 8% 7% 
General Expenses 25% 26% 
Subtotal Expenses 53% 49% 

Losses & Expenses 96% 93% 

Underwriting Profit 4% 7% 
(Without investment income) 
(Before tax) 

The David Cox Company 

Exhibit 3 

1997 3 Yr Total 

43% 43% 

13% 16% 
5% 7% 

22% 25% 
39% 47% 

83% 90% 

17% 10% 



NMCPI xis Exhibit 4 
11/1/98 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Operating RatiO$ 
New Mexico Expttrtence 

By Company & Year 

1995 1996 1997 3 Yr Total 
American Bankers 
Loss + LAE 72% 59% 66% 67% 
Commissions, Fees & Other Comp 14% 12% 8% 12% 
Expenses 7% 7% 15% 9% 
Profit 7% 22% 11% 12% 

American Security 
Loss· LAE 15% 32% 35% 29% 
Commissions, Fees & Other Comp 29% 22% 13% 20% 
Expenses 17% 10% 9% 11% 
Profit 39% 36% 43% 40% 

Associates 
Loss + LAE 22% 0% 39% 20% 
Commissions, Fees & Other Camp 0% 0% 0% 0% 
Expenses 6% 8% 9% 8% 
Profit 72% 92% 52% 72% 

Balboa 
Loss + LAE 43% 44% 47% 45% 
CommiSSions, Fees & Other Comp 50% 46% 40% 45% 
Expenses 21% 22% 17% 20% 
Profrt ·13% ·12% ·3% ~9c/o 

CUMIS 
Loss + LAE 50% 60% 42% 50% 
CommiSSions, Fees & Other Comp 10% 9% 8% 9% 
Expenses 48% 36% 34% 40% 
Profit ·7% ·5% 16% 1% 

Merit Plan 
Loss· LAE 46% 49% 42% 46% 
Commissions, Fees & Other Comp 28% 23% 18% 23% 
Expenses 21% 22% 18% 20% 
Profit 5% 5% 21% 10% 

MIC 
Loss + LAE 55% 34% 23% 39% 
Commissions, Fees & Other Camp 0% 0% 0% 0% 
Expenses 28% 34% 14% 25% 
ProfIT 17% 32% 63% 36% 

Southern 
Loss + LAE 28% 39% 40% 35% 
Commissions, Fees & Other Comp 30% 19% 7% 20% 
Expenses 35% 41% 40% 39% 
Profit 7% 1% 12% 7% 

Voyager 
Loss + LAE 33% 39% 74% 53% 
Commissions, Fees & Other Comp 33% 6% 3% 10% 
Expenses 9% 9% 8% 8% 
Profit 24% 47% 15% 29% 

Yosemite 
Loss + LAE ·34% 48% ·5% ·238% 
CommiSSions, Fees & Other Comp 0% 0% D% 0% 
Expenses ·2% ·16% 0% 23% 
Profit 136% 68% 105% 315% 

Industry Total 
Loss + LAE 43% 44% 43% 43% 
Commissions, Fees & Other Comp 28% 23% 18% 23% 
Expenses 25% 26% 22% 25% 
Profit 4% 7% 17% 10% 
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NMCPl.xls 
11/1/98 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Operating Ratios 
New Mexico Experience 

By Type of Collateral & Year 

Mobile Other 
Vehicles Homes Dwellings 

1995 
Loss + LAE 42% 46% 52% 
Commissions, Fees & Other Comp 29% 16% 19% 
Expenses 28% 8% 11% 
Profit 2% 30% 19% 

1996 
Loss + LAE 44% 39% 47% 
Commissions, Fees & Other Camp 24% 12% 17% 
Expenses 29% 7% 10% 
Profit 4% 42% 26% 

1997 
Loss + LAE 42% 39% 51% 
Commissions, Fees & Other Camp 18% 6% 14% 
Expenses 23% 16% 11% 
Profit 16% 39% 24% 

Total 1995-97 
Loss + LAE 43% 41% 50% 
Commissions, Fees & Other Comp 24% 11% 17% 
Expenses 27% 11% 11% 
Profit 7% 37% 23% 

42% 39% 51% 
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Other 
Property Total 

2% 43% 
116% 28% 

0% 25% 
-18% 4% 

6% 44% 
20% 23% 

0% 26% 
74% 7% 

112% 43% 
53% 18% 

0% 22% 
-65% 17% 

39% 43% 
76% 23% 

0% 25% 
-16% 10% 

112% 43% 



NMCPl.xls Exh,brt 6 

11/1198 
New ""'xlco Force Placed Insurance 

Insu ranee Department Survey 

Operating RlltJO$. 1US.g7 
New MliXlco Experienc. 

By ComP/lny &. Type of Collllt.raJ 

Mobile Other Other 
Vehicles Homes ~ ~ Total 

American Banke". 
Loss + LAE 35% 41% 87% 67% 
Commissions, Fees & Other Camp 34% 10% 13% 12% 
Expenses 19% 12% 8% 9% 
Profit 11% 37% .7% 12% 

American Security 
Loss + LAE 33% 28% 29% 
Commissions, Fees & Other Comp 12% 21% 20% 
Expenses 14% 11% 11% 
Profit 42% 40% 40% 

Associates 
Loss + LAE 20% 20% 
Commissions, Fees & Other Camp 0% 0% 
Expenses 8% 8% 
Profit 72% 72% 

Balboa 
Loss· LAE 45% 39% 45% 
Commissions, Fees & Other Camp 47% 25% 45% 
Expenses 20% 19% 20% 
Profit ·12% 16% ·9% 

CUMIS 
Loss + LAE 50% 50% 
Commissions. Fees & Other Comp 9% 9% 
Expenses 40% 40% 
Profit 1% 1% 

Merit Plan 
Loss + LAE 46% 46% 
Commissions, Fees & Other Comp 23% 23% 
Expenses 20% 20% 
Profrt 10% 10% 

MIC 
Loss· LAE 39% 39% 
CommiSSions, Fees & Other Comp 0% 0% 
Expenses 25% 25% 
Profit 36% 36% 

Southern 
Loss + LAE 34% 37% 55% 38% 35% 
Commissions, Fees & Other Camp 20% 30% 17% 76% 20% 
Expenses 40% 0% 0% 0% 39% 
Profit 6% 33% 28% ·14% 7% 

Voyager 
loss + LAE 53% 53% 
CommiSSions, Fees & Other Comp 10% 10% 
Expenses 8% 8% 
Profrt 29% 29% 

Yosemite 
loss + LAE ·238% ·238% 
CommiSSions. Fees & Otner Camp 0% 0% 
Expenses 23% 23% 
Profit 315% 315% 

Industry Total 
Loss + LAE 43% 41% 50% 39% 43% 
Commissions. Fees & Other Camp 24% 11% 17% 76% 23% 
Expe%es 27% 11% 11% 0% 25% 
Profit 7% 37% 23% ·16% 10% 
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NMCPI xis Exhibit 7 
11/1/98 

New Mexico Force Placed Insura nee 
In:;urance Department Survey 

Commission, Service Fees & Other Compensation 
New Maxlco Experience 

By Company & Year 

~ 1996 1997 3 Yr Total 
American Ban kers 
Commission 19% 12% 8% 12% 
SeNlceFees 0% 0% 0% 0% 
Other Compensation 8% 0% 0% 0% 
Total 28% 12% 8% 12% 

American Security 
Commission 29% 22% 13% 20% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 29% 22% 13% 20% 

Associates 
Commission 0% 0% 0% 0% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 0% 0% 0% 0% 

Balboa 
Commission 34% 34% 32% 34% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 16% 12% 7% 11% 
Total 50% 46% 40% 45% 

CUMIS 
Commission 0% 0% 0% 0% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 10% 9% 8% 9% 
Total 10% 9% 8% 9% 

Merit Plan 
CommisSion 11% 10% 10% 10% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 17% 14% 9% 13% 
Total 28% 23% 18% 23'10 

MIC 
Commission 0% 0% 0% 0'10 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 0% 0% 0% 0% 

Southern 
Commlss:on 30% 19% 7% 20% 
SeNlce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 30% 19% 7% 20% 

Voyager 
Commission 33'10 6% 3% 10% 
SeNlceFees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 33% 6% 3% 10% 

Yosemite 
CommiSSion 0'", 0% 0% 0% 
SeNlce Fees 0% 0% 0% 0'10 
Other Compensation 0% 0% 0% 0% 
Total 0% 0% 0% 0% 

Industry Total 
Commission 19% 16% 13% 16'10 
SeNlce Fees 0% 0% 0% 0% 
Otner Compensation 8% 7% 5'1. 7"" 
Total 28'10 23% 18% 23% 
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NMCPl.xls 
11/1/98 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Industry Total 
Loss + LAE 

Commissions 
Other Compensation 
General Expenses 
Subtotal Expenses 

Losses & Expenses 

Underwriting Profit 

Operating Ratios 
Countrywide Experience 

By Year 

1995 1996 

44% 46% 

19% 15% 
4% 3% 

21% 19% 
43% 38% 

87% 84% 

13% 16% 
(Without investment income) 
(Before tax) 

The David Cox Company 

Exhibit 8 

1997 3 Yr Total 

43% 44% 

12% 15% 
3% 3% 

19% 20% 
34% 38% 

76% 83% 

24% 17% 



NMCPLxls Exhibit 9 
1111/98 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Operating Ratios 
Countrywide Experience 

By Company & Year 

m2 1996 1997 3 Yr Total 
American Bankers 
Loss + LAE 44% 46% 48% 45% 
Commissions, Fees & Othe 22% 13% 8% 14% 
Expenses 21% 7% 7% 9% 
Profit 13% 34% 37% 32% 

American Security 
Loss + LAE 45% 39% 30% 38% 
Commissions, Fees & Othe 38% 24% 13% 24' .. 
Expenses 15% 7% 9% 10% 
Profit 4% 31% 48% 27% 

Associates 
Loss + LAE 31% 32% 31% 31% 
Commissions, Fees & Othe 0% 0% 0% 0% 
Expenses 6% 8% 9% 7% 
Profit 62% 61% 60% 61% 

Balboa 
Loss' LAE 40% 46% 46% 45% 
Commissions, Fees & Othe 32% 29% 25% 28% 
Expenses 21% 22% 17% 20% 
Profit 8% 2% 12% 7% 

CUMIS 
Loss'LAE 44% 41% 36% 40% 
Commissions, Fees & Othe 7% 7% 7% 7% 
Expenses 71% 60% 55% 62% 
Profit ·23% ·8% 2% ·9% 

Merit Plan 
Loss' LAE 50% 54% 54% 53% 
Commissions, Fees & Othe 44% 35% 26% 34% 
Expenses 22% 16% 18% 18% 
Profit ·16% -4% 2% -6% 

MIC 
Loss + LAE 48% 58% 53% 53% 
CommiSSions, Fees & Othe 0% 0% 0% 0% 
Expenses 31% 34% 38% 34% 
Profit 21% 8% 9% 13% 

Southern 
Loss· LAE 28% 39% 40% 35% 
Commissions, Fees & Othe 30% 19% 7% 20% 
Expenses 35'10 41% 40% 39% 
Profit 7% 1% 12% 7% 

Voyager 
Loss· LAE 38% 101% 46% 43% 
CommiSSions, Fees & Othe 15% 201% ·17% 23% 
Expenses 5% 5% 5% 5' .. 
Profit 41% ·207% 66% 29% 

Yosemite 
Loss· LAE 84% 66% 33% 70% 
CommiSSions, Fees & Othe 2'10 0'10 0% 1% 
Expenses 7% 3% 2% 4% 
Profit 8% 32% 84% 25% 

Industry Total 
Loss· LAE 44% 46% 43% 44% 
Commissions, Fees & Othe 22% 19% 15% 19% 
Expenses 21% 19% 19% 20'10 
Profit 13% 16'10 24'10 17% 

The DaVid Cox Company 



NMCPl.xls 
3610000% 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Operating Ratios 
Countrywide 

By Type of Collateral & Year 

Mobile Other 
Vehicles Homes Dwellings 

1995 
Loss + LAE 49% 26% 39% 
Commissions, Fees & Other Camp 25% 7% 21% 
Expenses 26% 12% 15% 
Profit 1% 56% 25% 

1996 
Loss + LAE 51% 33% 41% 
Commissions, Fees & Other Camp 19% 5% 19% 
Expenses 26% 4% 13% 
Profit 5% 59% 26% 

1997 
Loss + LAE 47% 33% 38% 
Commissions, Fees & Other Camp 13% 5% 16% 
Expenses 26% 9% 13% 
Profit 14% 53% 33% 

Total 1995-97 
Loss + LAE 49% 30% 40% 
Commissions, Fees & Other Camp 19% 6% 18% 
Expenses 26% 8% 13% 
Profit 6% 56% 28% 

47% 33% 38% 

The David Cox Company 

Exhibit 10 

Other 
Property Total 

1817% 44% 
95% 22% 

7% 21% 
-1819% 13% 

71% 46% 
90% 19% 
0% 19% 

-62% 16% 

41% 43% 
50% 15% 
13% 19% 
-4% 24% 

49% 44% 
58% 19% 
11% 20% 

-18% 17% 

41% 43% 



NMCPl.xls Exhibit 11 
11/1/98 

New Mexico Force Placed Insurance 
Insurance Oepartment Survey 

Operating Ratios, f Us...7 
Countrywide Experience 

By Company & Type of Collateral 

Mobile Other Other 
Vehicles Homes ~ Property ~ 

American Bankers 
Loss + LAE 49% 30% 48% 42'''' 45% 
Commissions, Fees & Other Comp 16% 6% 14% 42% 14% 
Expenses 8% 8% 9% 11% 9% 
Profit 26% 56% 28% 5% 32% 

American Security 
Loss + LAE 37% 39% 3<3% 
Commissions, Fees & Other Camp 32% 21% 24% 
Expenses 9% 11% 10% 
Profit 22% 29% 27% 

Associates 
Loss + LAE 31% 31% 
CommiSSions, Fees & Other Camp 0% 0% 
Expenses 7% 7% 
Profit 61% 61% 

Balboa 
Loss + LAE 51% 37% 131% 45% 
Commissions, Fees & Other Camp 35% 21% 256% 28% 
Expenses 20% 20% 7% 20'10 
Profrt -6'10 23% ·294% 7% 

CUMIS 
Loss + LAE 40% 40% 
Commissions, Fees & Other Camp 7% 7% 
Expenses 62% 62% 
Profrt ·9% ·9% 

Merit Plan 
Loss. LAE 53% 50% 53% 
Commissions, Fees & Other Comp 37% 23% 34% 
Expenses 18% 19% 18% 
Prorrt ·9% 8% ·6% 

MIC 
Loss· LAE 53% 53% 
Commissions, Fees & Other Camp 0% 0% 
Expenses 34% 34'10 
Profit 13% 13'10 

Southern 

Loss· LAE 34% 37% 55% 38% 35'10 
Commissions, Fees & Other Camp 20% 30% 17% 76% 20% 
Expenses 40% 0% 0% 0% 39% 
Profit 6% 33% 28% ·14'10 7% 

Voyager 
Loss· LAE 43% 43% 
Commissions, Fees & Other Camp 23% 23% 
Expenses 5% 5% 
Profrt 29% 29% 

Yosemite 
Loss + LAE 72% 61% 70% 
Commissions, Fees & Other Camp 0% 5% 1% 
Expenses 4% 6% 4% 
Profit 24% 29% 25% 

Industry Total 
Loss· LAE 49% 30% 40% 49% 44% 
Commissions, Fees & Other Camp 19% 6% 18% 58% 19% 
Expenses 26% 8% 13% 11% 20% 
Profit 6% 56% 28% ·18% 17% 

The David Cox Company 



NMCPI xis Exhlbrt 12 
1111198 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Commluion, Service Fe .. " Other Compensation 
Countr)Wlde Experience 

By Company" Year 

1m Wl§. 1lm :3 Yr Tolal 
American Bankers 
Commission 19% 13% 8% 14% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 4% 0% 0% 0% 
Total 22% 13% 8% 14% 

American Security 
Commission 36% 24% 13% 24% 
SeMceFees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 36% 24% 13% 24% 

Associates 
Commission 0% 0% 0% 0% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 0% 0% 0% 0% 

Balboa 
Commission 21% 21% 19% 21% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 10% 8% 5% 8% 
Total 32% 29% 25% 28% 

CUMIS 
Commission 0% 0% 0% 0% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 7% 7% 7% 7% 
Total 7% 7% 7% 7% 

Merit Plan 
Commission 29% 23% 19% 23% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 15% 12'10 7% 11% 
Total 44% 35% 26% 34% 

MIC 
Commission 0% 0% 0% 0% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 0% 0% 0% 0% 

Southern 
Commission 30% 19% 7% 20% 
SeMce Fees 0% 0% 0% 0% 
Other Compensation 0% 01:% 0% 0% 
Total 30% 19% 7% 20% 

Voyager 
Commission 15% 140% ·17% 20% 
SeMce Fees 0% 0% 0% 0% 
Otr,er Compensation 0% 61% 0% 4% 
Total 15% 201% ·17% 23% 

Yosemite 
Commission 2% 0% 0% 1% 
SeMce Fees 0% 0''- 0% 0% 
Other Compensation 0% 0% 0% 0% 
Total 2% 0% 0% 1% 

Industry Total 
Commission 19% 15% 12% 15% 
SeMce Fees 0% 0% 0% 0% 
OtMr Compensation 4% 3% 3'10 3% 
Total 22% 19% 15% 19% 

The DaVid Cox Company 



Force Placed Insurance in New Mexico 
1997 

Expenses 
22% 

All Coverages Combined 

UW Profit 

Commissions. Fees & Other 
Comp 
18% 

The David Cox Company 

Loss + LAE 
43% 

CHART 1 



Force Placed Insurance in New Mexico 
1997 

Expenses 
23% 

Vehicle Coverages 

UW Profit 

Commissions, Fees & 
Other Comp 

18% 

The David Cox Company 

Loss + LAE 
43% 

CHART 2 



Force Placed Insurance in New 1\1exico 
1997 

UW Profit 
39% 

1\lobile Home Coverages 

39% 

Expenses 
16% 

Commissions, Fees & 
Other Comp 

6% 

The David Cox Company 

CHART 3 



Force Placed Insurance in New Mexico 
1997 

Other Dwellings 

UW Profit 

Expenses 
11% 

Commissions. Fees & Other 
Comp 
14% 

The David Cox Company 

Loss + LAE 
51% 

CHART 4 



New Mexico Statewide 
1996 

Private Passenger Auto Physical Damage 

12% 

Commission 

10% 

UW Profit 

5% l\ 
Dividend 

1% l __ l--r_~ 

Source: NAlC Profitability By Line By State. 

The David Cox Company 

72% 

CHART 5 



SfVY smfy2.exl 

11/11')1\ 

1997 Market Shar 

Qm'stiun 2: Dual 

PPA 
CA 
Rcs Prop 

Mohilolllc 

ConrnJ Prop 

Pef Prop 

5. 1I0w does lour 

Difect 

Ind Agcnt 

MGA 
Othef 

Liccnsc Ycs 

Liccnse No 

American 

lIankers 

70' ,. 
----- ---.. ~.b-- ------

Dual 

Dual 

Dual 95% 

k 
RP,MII 

American 

S .. nldty 

4°. 

- ~~-Q::--

Dual 

Dual 

Dual 

Associah'S 

I~'O 

Single 

N~w Mexico Force Placed Insurance 

Insurance Department Su/"\'ey 

Balboa 

24% 

Dual 

Dual 

Cumis 

50' 
'0 

Dual 

1\ ferit Plan 

32% 

Dual 

I\f1C 
6~'O 

Dual 

-~ ..... --.--... ~.- .. - ... ~ - ....... ~ .... ---.--.. --- .. -- -~. ~ - ..... - .... ~ ..... --.---.. -.-

? d' -- -, ------- ----- :.:' .. ----------

A,IU' A,PI' A,RP,PP A.MII A A 
RP A A.RP,PP A 
RP 

.. -_ .. _ .. --........ - ....... -.-.~ 
MlI"Inciuded-"- - ~--~- -- .. ---.... ----.. -

100% 100% 100% 

7. This !Ju('stion applies to force-placed credit property insnrance. Are insured lenders appointed by yonr company as 

State 

National 

0% 

----.---

A 

--.~ .. ~ 

100% 

Southern 

17% 

DU81--50% 

Dual 

Dual 

'----~al __ 

A,RP,MII,PP 

L ___ .... _ ... _ .. _ 

Voyager 

4". 

Singlc 

-----

A 

--

SUfVCY 

Yos('mite 

0% 

Singlc 

L- ... __ ~~ __ 

A,PP 

insurance agents iI;:I.:.N.:;I';.:'.:.,v.:.l\;,;:1.:.e.::xl:.:·c.:.o.:.?,.-_____ -r-_____ ,-_____ ..,-_____ -.-__ ----,------.....,.-------y-------,r------,-------., 
Appoint Ycs 100% 

Appoint No 100% 100% 100% 100% 100% 

71ft! David Cox COlllpmlY 



SfVY snuy2.exl 
II/INS 

1997 Market Shar 

Alllerican 
Hankerli 

7~h 

Allu'rlt-an 
Security 

'0' •. 0 

Associates 
I ~o 

New l\1t"lko Force Placed Insllral1n.· 
hrsuranee Department Survey 

llaltm. 
2.t~'O 

Cuml .• 
5(H. 

Merit Plan 
32% 

1\1IC 
6% 

State 

NaUonal 

O~'o 

Southern 
17% 

Voyager 
4% 

Survey 

Yosrmite 

0
·' 
,0 

8. Ilow many no!l~ are I "rovhled to the borrower prior to rorce ~><:!"'."," 2 2 2 I 
A~ 3 2 2 ~ I 2 
Real PlOp 2 2 2 2 -.l 
~ lohile lIome 3 2; 
Per Prop 

9, Ilow Is Insura 

Insurer 
10",,, er Aflili.te 
AgcllI ofMGA 
Lender 
Ind 3,d 

None 

Odler 

Insurer 
I cnder 
No Trading 

12. What Iype or 
( . ol1uni.,s;on 
Policy Fee 
Hents 

Salary Reim 
Olher 

13. Whal Is Ihe m 
<>30 

31 to 60 
6110180 
181 h.365 
'. 2 ye." 
> 2 year 
Loan Lenglh 

~ -
A,RP Mil RP A A,MII A All 

HI' A 
A Mil RI' A A 

A,RPMlI A,RI' RI' RP A, Mil All 
RP A 

PI' 

~ 
A 

~ 
A 

com .. nsltlon h 
HPI\~ 

aId 10 lentl." ror rorce placed Insurance b . your compan > your asenb,I\I(;A's or amnat .. ? Check all Ibat applv. 

~--.- ..... ~ ..... ---- _ Lxp~e!ol!_ _~None_ ---.KX1'.I~irn _ _ JOxl'~~m_ None ~ ({ei~ILl'rof ~dJo .t\g<:IIt None 
~ ..... ---.-.... --....... - --

h or'> III r. basi h __ .... _ .... _ ..... _ ...... _ ... _. , .. ___ ~ ... "_.. . ..... _ ..... _ .. ___ .... ,_. _ .. ___ .. _ ..... ~ __ .'T. ~u-> •••• 

A All 
HI' 

A RP Mil RP A 

RP 

A A ,A,MH 
~- ... ---..... ~- ....... -

A c auto; RI'''real propelty; ~lIlc mohile hOllle; Plh personal property. 

rile Duvid ("'(1\" Compat~l' 

A 
A 
A PI' 

A ~ A 

_ Qther (Not ,. None 

A 

A 

J 



srvy __ smry2_exl 
1/5/99 

1997 
Market Share 

American 
Bankers 

7% 

American 
Security 

4% 
Associates 

1% 

New I\fuico Force Placed Insurance 
Insurance Department Survey 

Balboa 
24% 

Cumi~ 

5% 
Merit Plan 

32% 
MIC 
6% 

14. Does your company have any underwriting guidelines restricting the uai/ability of force placed coverage for loans that 
are under-coJlateralized? 
None 
<=110% 
<=100% 
<=90% 
Other 

A,RP,MII 

16. What is the len~th of the nor 
<=1 year 
Loan Term 
Other 

A,RP 

n1 

RP A,RP A 

A,MII 

edb f, 

A=8uto; RP=real property; MH=mobile home; PP=personal property. 

TIle David Cox Company 

A 

State 
National 

0% 

A 

Southern 
17% 

RP,MH,PP 

Voyager 
4~'O 

A 

A, Use ACV if les than loan balanee 

Survey 

Yosemite 
0% 

A 

A 



srvy~~ smry2.cxl 
1/5/99 

1997 
Markct Share 

17. Is the borrower 
YcsAlways 
Yes, Dual 
No 
Other 

18. Is the borrowe 
YcsAlways 
Ycs, Dual 
No 
Other 

American 
Bankers 

7% 

,v1ded with pro 
A,RP 
Mil 

dditi 

A,MII 

Varies by 
product 

American 
Security 

4% 

'Ii 

A 

f' 

RP full policy 

Associates 
I~(, 

for f, 

RP 

New Mexico Force Placed Insurance 
Insurance Department Survey 

Balboa 
24% 

Cumis 
5% 

? laced . 
---~-- ------

A A,MI! 

RP, Lendcr 
Provides 

lettcr 

l\lerit Plan 
32% 

A 

MIC 
6% 

A 

d' ed for f, laced • ? 
-. 

RP 
A,RI' RP A A 

A,MHbut A, but debtor 
borrower, with may make 

credit union claims and 
approval, may retain posess ion 
exercise rights of vehicle 

under loss 
settlement 

options 

711e David Cox Company 

State 
National 

0% 

A 

A 

Southern 
17% 

All 

A,RP,MH,PP 
ForAuto, 

borrower is 
named insured, 

lender is 
lienholder 

Voyager 
4% 

A 

A 

Survey 

Yosemite 
0% 

A 

A 



srvy slllry2.cxl 
II/INK 

1997 
Market Share 

19. Is insurance fo 
Not if < I year 
Not if <- 6 months 
Not if < 3 months 
Always 
Other 

AlIIl'rican 
Bank<'rs 

7°. 

Anwricllll 
S",:urity 

4°0 
Assodatl's 

1% 

d inNew M .-.-. -._- -------.----

A 

RP 
Lender Named InslIrcd 

Nl'w I\fl'Xico Force l'!acl'd IIL~urallcl' 
IIIslIrance f)l'partment Survey 

Balhoa 
24% 

flh 

I.ender 

Cumis 
5
·' 
,. 

? -- , .. - -- ~ - -

A,MII 

Merit Plan 
32% 

I.en<icr 

I\IIC 
6~o 

A 

Statl' 
National 

0
·' 
,. 

Lender 

20. Is insuranct' forct'-placed ill New Mexico when the rt'lTlaining balance of the loan is "t'ry small? 
I'I('3st' jlldicatt' the minimum loan balance that is customarill' nt'cessarv (or force-plact'menl. If II ---- - .... ----._-------, ---- --- -----

Auto 
Reall'rop 
Mobile 
Pers Prop 

21. How are force 
Pol Fcc 

Min "rem 
Rule 78 
Short Pro Rata 
Av 78, PH. 
Other 

Lender 
0 

Lender 

Pro Rata 

10,000 

Lender 

(undt'd 

Pro Rata 

1,000 
10,000 Lender 

. 

lIation in Nt'w I\IAylM? --

RI' 

Pro Rata 

300 2,500 6,000 750 to 2000 

300 

-- - , , -

A,MII 

Daily Pro Rata Special 
Pro Rata Michigan Short 

The David Cox COIJlPlIIH' 

, 

Southern 
17% 

Lender 

1,000 
1,000 
1,000 

_1,1200 

A,RP,MH,PP 

Voya~l'r 

..j°o 

1,000 

, --

Survey 

Yosl'mite 
0'0 

A 

1,000 

A 

I 

• 



srvysmry2.exl 
1/5/99 

1997 
Market Share 

22. Are any of the 
Cost ofRepo 
Damage Repo 
Skip 
Mexico 
LoanlPrem Def 
Liens 
Non-Filing 

23. \\'hat is the ran 
Auto 
Real 
Mobile 
Pers Prop 

American 
Bankers 

7% 

ollowmg covera 
A,MII 

A,MII 
A,MII 
A,MII 
A,MII 

,---~,MII 

American 
Security 

4% 
A.~sociates 

1% 

ges proVltletl untler your com 

--

New Mexico Force Placed Insurance 
Insurance Department Survey 

Balboa 
24% 

Cumis 
5% 

any"s lorce-placetl crean pro 

A A,MII 

---.-.~ ..... ~ ... -.~- L-_ ...... ___ ~_ .... ~_ 

Merit Plan 
32% 

It'rty msurance'[ 

A 

A=auto; RP=real property; MH=mobile home; PP=personal property. 

1\tlC 
6% 

State 
National 

0% 

A 
A 

A 

e 01 tletlucoOies mat your company oilers on lorce-placea crean prof"H'rty Insurance: LOwesulllgnesulHOSt common 
100/1000/250 2501250/250 0/5001200 100/10001200 011000/200 2001200/200 01250/0 

250/10001250 10015000/250 250/5001500 250/1000/250 °100 Lender 

100/2500/250 ·200 Borrower 

(& 10%EQ) 

ll1e David Cox CompallY 

Southern 
17% 

A 

A 

200/235123 S 

1%/1 °A.'I % 

1001250/250 

100/100/100 

Voyager 
4% 

Endorsement 
Endorsement 
Endorsement 

Endorsement 
Endorsement 

2501250/250 

Survey 

Yosemite 
0% 

100/250/250 



Sf\'V sIIlrv2,exi 

III I/lJR 

1')')7 

MUlkcl SIt;II" 

AIIJI'ric3n 

JI"nkl'rs 
7~o 

American 
S('l'urity 

4"" 
Associates 

10' ,0 

New I\lexico Forcl' 1'!8cl'd (nsuraucl' 

Insurance Departml'lIt Suney 

llallma 
24"0 

CUlllis 
50' 

,0 

1\ lerit I'llIlI 
32% 

I\f1C 
6% 

tl II tort I b for f, II . N 1\1 elllelllprOCI' YYHurCOIll allY '''_ ,_'_, _" ,_, __ ,_, 

A A 

State 

National 
O~~ 

Southern 
17% 

Voyaj!l'r 
4". 

A,ltP,Ml1 A,RI' RP A,RP,MII,I'P A A A A 

A A,RP,MII,Pp 

Survey 

Yosl'lIlite 

0·" 

2~, IIIl'ntify the da' 
A 
B 
C 

D A,RP,MI I A,RP RP A,Rf',MIl,I'1' A,MI I A A A A A 

A A,MII A A,RP,MII,pP A A 
: A,RP,Mff A,RP Itp A A A 

(J j A,R" , A A A 

A Some claims are denied because the borrower or the collateral is ineligible even if premiulIl was previously paid 
B The borrower is usually interviewed in order to determine the date the damage occurred 
C Settlement is usually delayed until the repossessed collateral is sold 
D The damaged collateral is usually inspected by a NM licensed claims adjuster 
E The salvage value is usually the amount recovered by the lender upon disposal of repossessed collateral 
F A written statement of loss is provided to the borrower by the insurer 

G Notice is provided to the borrower that the borrower may incur storage charges after the date that the claim is paid 

The I )m'i</ ('ox COlI/flolIY 



srvy smrv2.e);1 
11/11')1l 

1997 
Market Share 

Alllerit-an 
BlIllk,'rs 

7% 

Americall 
Se(,lIl"ity Ass .. dat"s 

4". 10 0 

New Mexico Force Placed hL'llrance 
Illsurance Departmellt Survey 

1I"lh .. a 
24°'0 

ClImis 
5~'O 

I\t .. !'it Pilln 
.~2°. 

1\ tiC 
6~'O 

State 
National 

o~'O 

Southern 
17% 

25. PI"lIse provide. sample force placed credit property insurance ratt> calculatioll for a 1998 Honda Civic; cost lIew S 15,000; loan balance S 13,500; 
60 fIIonth loan; located in AIIJU'luerque. Provide the total premiums for the full 5 years of the loan . 
• Is" III) sllrdlul!es or credits. I'lllt!rit>lIce ratin!!. I'lllense modification. or other rate modifications. State add'" 
Year I 

Yeur 2 
Year 3 
Year4 
Year 5 

5 Year Total 

Rute 
Notes 

I Day 
I Month 

$1,164 

$1,004 
$1l07 
$5911 

$345 

$3,9111 

8.6% to 11% 
1940 Dual 

$58 

_ ~221~_ 

$4,322 NoAuto 

Answered 

Incorrectly 

$1,826 $1,396 

$1,530 
$1,202 
$840 
$441 

$7,682 $5,839 $6,980 

13.53% 
$200 Ded $100 Ded $200 Ded 

Lmitd Dual 10% Int Rate 

$92 $0 
$273 $116 

71le {)/II'id Cox ( 'oil/pam' 

- ---

$1,063 $2,049 $1,800 
$939 $1,640 $1,440 

$1,562 $1,230 $1,170 
$820 $930 
$774 $750 

$3,564 $6,513 $6,090 

12% 
$200 Ocd $100 Ocd $235 Ocd 

Mult Claims Dual Included 
Past Due Pmts 

$3 $151 $18 
$90 $496 $216 

\'o~'al!er 

4°'0 

Answered 
Incorrectly 

Answered 

Incorrectly 

Survey 

\'os('IlIit" 
()o. 

$1,487 

(based on 

Rule 78, 
$865 if 

pro rata) 

$3,458 

$250 Ded 

$0 
$138 

I 



srvy slllfy2.exl 

1111«)8 

1<)')7 

Market 'Share 

Aml'rican 
Bankers 

7~o 

AmericlIl 
Security 

40' ,0 

Assodatl's 
10, 

,0 

New l\f('xico Force Plan'd Ilisuralll'e 
Insurance Dl'partrnellt Survey 

Balhoa 
2·t~~) 

CUlIlis 

5~ " 

!\Ierit Plan 
.12~0 

!\lIe 
6°/0 

State 
National 

0% 
Southern 

17% 

26, I'It'ase provide a sampll' force plact'd credit prop!'rty insurance rate calculation for a mobil!' home; mohile homt' cost new S30,OOO; land SIO,OOO; 
loan halance S35,000: 10 vellr loan: lontt'd in Bemalillo County, Provide tht' totalnremiums for the full HI H'US of tl 

Year 1 
Year 2 
Year 3 
Year 4 

Yellr 5 
Year 6 
Year 7 
Year 8 
Year 9 
Year 10 

Total 

Rllte 
Notes 

I Dny 
1 MontI! 

$355 
$351 
$348 
$3.18 
$324 
$]02 

$293 
$280 
$245 
$178 

$3,014 

l%t03,7% 

$1 
$29 

-~--.--~.- .. ---...... ~-

$1.014 
$952 
$883 
$807 
$723 
$631 
$528 
$415 
$290 
$142 

$6.385 

3.38% 
$/00 Ded 

10% Int Rate 
Based lesser of value and loan balnllce 

$0 I 
$0 

----.-~-

The David Cox Company 

$374 
$327 
$276 
$203 
$238 
$173 
$152 
$139 
$131 
$118 

$2.131 

$100 Ded 
$250 Hail 

$1 
$32 

, 

i 

Voyager 
4% 

Survey 

Yosemite 
0·0 



APPENDIX 

The CPl :1ata Survey and Questionnaire 



President of the Company 
Address 

Dear MrlMs xxx: 

August 8, 1998 

This inquiry is made pursuant to NMSA 1978, section 59A-4-3, concernIng credit property 
insurance. Accordingly, you are required to provide the following: 
1. The completed enclosed questionnaire; 
2. Forms A, Band C for each calendar year 1995, 1996 and 1997; 
3. A copy of the currently effective force placed credit property insurance policy form and rate 

filings made to the New Mexico Department ofInsurance; and, 
4. A completed affidavit attesting to the accuracy of the information provided, signed by a 

responsible officer of your company. 

The above information is due in my office no later than September 10, 1998. Forms A, B, and C 
are to be provided in both an electronic format (EXCEL, LOTUS or QuatroPro - diskette 
enclosed) and on paper. Provide a separate response for each company in your group that writes 
force placed credit property insurance in New Mexico. Address your response to Attention: Mr. 
Brad Gardner. 

If you have any questions, please direct them to: 

David B. Cox, FCAS, MAAA 
P.O. Box 15356 
Santa Fe, 1\~1, 87506 
(505) 989-7429 
FAX 983-8114 

Very Truly Yours, 

Christopher Krahling 
Superintendent of Insurance 



~ew Mexico Department of Insurance 
Credit Property Insurance 

Definitions 

1. actual cash value means the cost of replacing damaged or destroyed property with 
comparable new property, minus depreciation and obsolescence. 

2. agent has the meaning given in NMSA 1978 Section 59A-12-2. 

3. collateral means property that is pledged as security for the satisfaction of a debt. 

4. credit agreement means the written document that sets forth the terms of the credit 
transaction and includes the security agreement. 

5. credit property insurance is property insurance written in connection with loans or other 
credit transactions under which the lender is the primary beneficiary. 

6. credit transaction means a transaction by the terms of which the repayment of money loaned 
or credit commitment made, or payment for goods, services, or properties sold or leased, is to 
be made at a future date. 

7. creditor means a lender of money or vendor or lessor of goods, services, property, rights or 
privileges for which payment is arranged through a credit transaction, or any successor to the 
right, title or interest of a lender, vendor or lessor. 

8. debtor means a borrower of money or a purchaser or lessee of goods, services, property, 
rights, or privileges for which payment is arranged through a credit transaction. 

9. dual interest means credit property insurance other than single interest credit property 
insurance. 

10. force-placed insurance means the placement of insurance by a creditor on the collateral of a 
debtor in accordance with the terms of a credit agreement, with the cost of such coverage 
being charged to the debtor. 

11. insurance tracking means monitoring evidence of insurance on collateralized credit 
transactions to determine whether insurance required by the credit agreement has lapsed, and 
communicating with debtors concerning the status of insurance coverage. 

12. lapse means that the insurance coverage required by the credit agreement is not in force. 

13. motor vehicles means those vehicles subject to the Mandatory Financial Responsibility Act, 
~MSA 1978 Sections 66-5-201 through 66-5-239. 

l·t, net debt means the amount necessary to liquidate the remaining debt in a single lump-sum 
payment, excluding all unearned interest and other unearned charges. 



15. residence has the meaning given in 13 NMAC 13.2, Residential Property Insurance Coverage 
Requirements, and does not include mobile homes. 

16. single interest insurance means force-placed Insurance that places any of the following 
limitations on the payment of losses: 

a) the debtor has defaulted in payment on the credit transaction; 

b) the creditor has legally repossessed the collateral, unless the collateral has been stolen from 
the debtor; or 

c) the creditor has suffered an impairment of interest. 

17. skip, confiscation and conversion coverage means coverage protecting the creditor from 
fraud, theft, larceny, conversion, embezzlement or secretion on the part of the debtor. 



FORM A - SUMMARY EXPERIENCE REPORT 

Name of Insurer: 

NAIC Code: 

Calendar Year: o 

Contact Person: 

Telephone Number: 

FORCE PLACED COLLATERAL PROTECTiON INSURANCE 
New Mexico CourltiYWide 

I 
Mobile Other All Other Mobile Other All Other 

Type of Data Vehicles Homes Dwellings Poprerty Total Vehicles Homes Dwellings Poprerty 

i (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
I A. Gross Written Premium 0 
B. Refunds on Terminations 0 
C. Net Written Premium (A)-(B) 0 0 0 0 0 0 0 0 
D. Beginning Premium Reserve 0 
E. Ending Premium reserve 0 1 

IF. Net Earned Premium (C)+(D).{E) 0 0 0 0 0 0 01 0 
G. Other Income Less Other Expense 0 
H. Dividends to Policyholders 0 1 
I. Incurred Losses 0 

! J Allocated LAE Incurred o. 1 
! K. Unallocated LAE Incurred 01 
i L Commissions Incurred 01 i 
! 1<1 Service Fees Incurred 0 
IN. Other Incurred Compensation 0 I 
10 Other Underwriting Expenses 0 1 
I P Total Loss &. Expense [Sum (H) to (Oll 0 0 01 0 0 0 01 0 
: Q Underwriting Profit (F)+(G)-(P) 0 0 oi 0 0 0 6f 0 

Instructions: 
1. The data provided shall be direct as to reinsurance. 
2. Data is to be reported for all property insurance in connection with loans or other credit transactions entered into for personal, family or 

household purposes, under which the creditor is the primary beneficiary. 
3. Exclude insurance written on a non-contributory basis, agricultural loans, and insurance not written under a master policy. 
4. This form applies to force placed collateral protection insurance only. 
5. LAE means Loss Adjustment Expense. Other Underwriting Expenses is the sum of Taxes Licenses &. Fees, Other Acquisition Expenses 

and General Expenses. 

0 

0 

0 
0 

1 

i 
Total 
(11) 

0 
0 
0 
0 
0 
0 
0 
0 
O. 
0 
0 
0 
0 
0 
0 
01 
0 



I 

FORM B· LENDER'S EXPERIENCE REPORT 

Name of Insurer: 0 

Calendar Year 0 

NEW MEXICO FORCE PLACED COLLATERAL PROTECTION INSURANCE 

EIT~ 

Lenders Date of Gross 
Agent Master Written Refunds on Net earned Commissions Sarvice Fees 

Number Policy Premium Termination. Premium Incurred 
(1) (2) (3) (4) (5) (S) 

I 

I 
Total 

;nstruct.ons 
FlO In a row for each New ~exx:o forCed placed' COllateral protectIOn Insurance master polICY Yt'TttI non-zero elements. 
ThIS form should reconCile to Form A. 

Incurred 
17\ 

Lenders 
Percentage 

Other Incurred Compensabon 
Compensation (S)+(7}+(8JY(5) 

(8) (9) 

Inc:ude In column (10) ail charges paid by tne lender the Insurer, insurer's affihates or Insurers agent tor insurance tracmg serv.ces, ren~ or otJier setv1Ces 

Amounts Paod By 
lender For 
Insurance 
Tr.tcklng & 

Other SaMe"" 
(10) 

I 

i 
I 

J 



FORM C - RECONCILIATION REPORT 

Name of Insurer: o 

Calendar Year: o 

New Mexico 
NM Page 14/15 

All Other All Other Property 

New Mexico Credit Property & Auto 

FormA Property & Auto Total Phys Dam 

Type of Data Total Insurance Phys Dam (2)+(3)+(4) Total 

(1 ) (2) (3) (4) (5) (6) 

A Direct Written Premium 0 0 
B. Ending Premium reserve 0 0 
C. Direct Earned Premium 0 0 
D. Dividends to Policyholders 0 0 
E. Direct Incurred Losses 0 0 
F. Direct Allocated LAE Incurred 0 0 
G Commissions Incurred 0 0 

Columns (4) and (6) should consist of all lines of insurance listed in page 14/15 that include credit property insurance. 
Please identify these lines of insurance: 
Please explain any non-zero differences: 

Countrywide 

lEE Part 11/ 
All Other All Other Property 

Countryvvide Credit Property & Auto 
FormA Property & Auto Total Phys Dam 

Type of Data Total Insurance Phys Dam (7)+(8)+(9) Total 
(1 ) (7) (8) (9) (10) (11) 

A Direct Written Premium 0 0 
B. Direct Earned Premium 0 0 

C Other Income Less Other Expense 0 0 
D. Dividends to Policyholders 0 0 
E. Incurred Losses 0 0 

!F. Allocated LAE Incurred 0 0 
IG. Unallocated LAE Incurred 0 0 
H. Commissions Incurred 0 0 
, Service Fees Incurred 0 0 
J Other Incurred Compensation 0 0 

i -( Other Underwriting Expenses 0 0 r Total Loss & Expense [Sum (D) to (K)J 0 0 0 0 
r' Underwriting Profrt (B)+(C)-(L) 0 0 0 0 

E.:: is the Insurance Expense Exhibit of the annual statement. 
:c'umns (9) and (11) should consist of all lines of insurance listed in the lEE Part III that include credit property insurance. 

'1('3se identify these lines of insurance: 
F E 3se explain any non-zero differences: 

0 
0 

Difference 
(5)-(6) 

(7) 

0 
0 
0 
0 
0 
0 
0 

Difference 
(10)-(11 ) 

(12) 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 



Name ofInsurer: 

NAIC Code: 

Contact Person: 

Telephone Number: 

New Mexico Department of Insurance 
Credit Property Insurance 

Questionnaire 

Assume that the questions apply to New Mexico credit property insurance unless otherwise 
specified. Attach additional pages if necessary to explain your response. 

1. Please provide calendar year 1997 New Mexico direct written premiums (net of terminations) 
for the following: 

Non Total Credit 
Force Placed Contributory Property 

Private Passenger Automobile 
Commercial Automobile 
Residential Property 
Mobile Homes 
Commercial Property 
Personal Property Other Than 
Auto 
All Other (Please Explain) 
Total Credit Property 

2. Please provide calendar year 1997 New Mexico direct written premiums (net of terminations) 
for the following: 

Force Placed Total Force 
Single Force Placed Placed Credit 

Interest Dual Interest Property 
Private Passenger Automobile 
Commercial Automobile 
Residential Property 
Mobile Homes 
Commercial Property 
Personal Property Other Than 
Auto 
All Other (Please Explain) 
Tota! Credit Property 



3. How does your company report credit property insurance experience in the statutory annual 
statement? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Fire and allied lines 0 0 0 0 

Homeowners and farmowners 0 0 0 0 

Private passenger automobile physical damage 0 0 0 0 

Commercial automobile physical damage 0 0 0 0 

Inland marine 0 0 0 0 

Credit 0 0 0 I' '-J 

Write-in 0 0 0 u 
Other (please explain 0 0 0 0 

4. How does your company report credit property insurance experience to your statistical agent? 
Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Fire and allied lines 0 0 0 '-' 

Homeowners and farm owners 0 0 0 u 
Private passenger automobile physical 0 0 0 u 
damage 
Commercial automobile physical damage 0 0 0 u 
Inland marine 0 [] 0 -
Credit 0 0 0 0 -
Write-in 0 0 0 u 

Other (please explain u 0 [] :...J 

Name of statistical agent ___________________ _ 

5 How does your company market credit property insurance to lenders? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Direct sales 0 0 0 U 

Independent agents 0 0 0 u 

Managing general agent 0 0 [J 0 

Other (please explain on separate sheet) 0 0 0 0 

Please provide names of managing general agents and their NM license numbers: 



9. How is insurance tracking conducted? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

The insurer conducts insurance tracking. 0 0 0 0 

An insurer affiliate conducts insurance 0 0 0 0 
tracking. 
The agent or MGA conducts insurance 0 0 0 0 

tracking. 
The lender conducts insurance tracking. 0 0 0 0 

An independent third party conducts 0 0 0 ~ 

insurance tracking. 
No insurance tracking is conducted. 0 u C L! 

Other (please explain on separate sheet). 0 0 0 0 

10. Who pays for insurance tracking on force placed credit property insurance? Check all that 
apply. 

Real Mobile Personal 
Auto Property Homes Property 

The insurer pays for the cost of insurance [} 0 0 0 
tracking. 
The lender pays for the cost of insurance 0 0 0 U 

tracking. 
Insurance tracking is not conducted. 0 [J , , , 

.....; w 

Other (please explain on separate sheet). 0 u C 0 

11. Who pays for insurance tracking on non-force placed credit property insurance') Check all that 
ap I JY. 

Real Mobile Personal 
Auto Property Homes Property 

The insurer pays for the cost of insurance 0 u u 0 

tracking. 
The lender pays for the cost of insurance U 0 0 '-' 

tracking. 
Insurance tracking is not conducted. 0 0 0 ' , 

-' 

Other (please explain on separate sheet). 0 0 0 0 



12. What type of compensation is paid to lenders for force placed insurance by your company, 
your agents, MGA's or affiliates? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Commissions 0 0 0 0 

Policy fees or minimumpremiums 0 0 0 0 

Rents 0 0 0 0 

Salary reimbursement 0 0 0 0 

Other (please explain on separate sheet) 0 0 0 0 

13. What is the maximum length of time that your company will force-place Insurance on a 
retroactive basis? 

Real Mobile Personal 
Auto Property Homes Property 

No more than 30 days 0 0 0 0 

Between 31 and 180 days 0 0 0 U 

Between 181 and 365 days C 0 0 0 

More than 1 year but less than 2 years 0 0 0 0 

More than 2 year but less than 3 years 0 0 0 
~ : ; 

L.... 

More than 3 years 0 U 0 [] 

The entire length of the loan, if necessary U 0 0 I' 
'-

14. Does your company have any underwriting guidelines restricting the availability of force 
placed coverage for loans that are under-collateralized? 

Real Mobile Personal 
Auto Property Homes Property 

There are none 0 0 0 0 

The loan must be no more than 110% of the 0 0 0 u 
value of the collateral at the time of the loan 
The loan must be no more than 100% of the u 0 0 0 
value of the collateral at the time of the loan 
The loan must be no more than 90% of the u u n 0 u 

value of the collateral at the time of the loan 
Other (please explain on separate sheet) [J u -, 

~ ;..J 



15. Please outline your underwriting standards for force placed credit property insurance. How do 
they vary by type of collateral? 

16. What is the length of the policy tenn most commonly used by your company in New Mexico 
for force placed insurance? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

One year or less 0 0 0 0 

The tenn of the loan 0 0 L.: 0 

Other (please explain on separate sheet) 0 u ,...., 
' , 

'-' '-' 

17. Is the borrower provided with a certificate of insurance for force placed insurance? Check all 
that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Yes always u 0 0 [J 

Yes for dual interest policies only u u 0 u 
No neyer 0 n ,~ 

'-' '~ .....: 

Other (please explain on separate sheet) 0 L.J U L.J 



18. Is the borrower an additional named insured for force placed insurance? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Yes alwavs 0 0 0 0 

Yes for dual interest policies only 0 0 0 0 

No never 0 0 0 0 

Other (please explain on separate sheet) 0 0 0 0 

19. Is insurance force-placed in New Mexico when the remaining term of the loan is very short? 

Real Mobile Personal 
Auto Property Homes Propertv 

No placement if the remaining term is less 0 0 0 0 
than 1 year 
No placement if the remaining term is less u 0 0 0 

than 6 months 
No placement if the remaining term is less 0 0 i l...o e-

than 3 months 
Always make placement regardless of loan u 0 0 0 
term 
Other (please explain on separate sheet) 0 0 0 u 

20. Is insurance force-placed in New Mexico when the remaining balance of the loan is very 
small" Please indicate the minimum loan balance that is customarily necessary for force
placement. If there is no minimum, write in zero. 
Automobile 
Real Property 
Mobile Homes 
Personal Property _______ _ 



.. 
21. How are force placed premiums refunded upon cancellation in New Mexico? Check all that 

apply. 

Real Mobile Personal 
Auto Property Homes Property 

Policy fee is fully earned 0 0 0 u 

Minimum premium is fully earned 0 0 0 0 

Rule of 78's applies 0 0 0 0 

Short rate pro rata applies 0 0 0 0 

The average of the rule of 78' s and short rate 0 0 0 0 

pro rata 
Other (please explain on separate sheet) 0 0 0 [J 

22. Are any of the following coverages provided under your company's force-placed credit 
property insurance? Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Cost of repossession 0 0 0 u 
Damage sustained after repossession Li LJ 0 [J 

Skip, confiscation and conversion 0 0 0 0 

Coverage that applies outside of the US and LJ 0 0 0 
Canada 
Loan deficiency or msurance premIUm 0 0 0 u 
deficiency 
Mechanics' or other liens 0 0 ~ :..... 

Loss sustained by reason of failing to record LJ 0 U LJ 

instruments 

23. What is the range of deductibles that your company offers on force-placed credit property 
insurance? 

Automobile 
Real Property 
Mobile Homes 

Lowest 

Personal Property __ _ 

Highest Most Common 



.. 
24. Identify the claims settlement procedures most often employed by your company for force 

placed insurance in New Mexico. Check all that apply. 

Real Mobile Personal 
Auto Property Homes Property 

Some claims are denied because the 0 0 0 0 

borrower or the collateral is ineligible even if 
premium was previously paid 
The borrower is usually interviewed in order 0 0 0 0 

to determine the date the damage occurred 
Settlement IS usually delayed until the 0 0 0 [J 

repossessed collateral is sold 
The damaged collateral is usually inspected 0 0 0 0 

by a NM licensed claims adjuster 
The salvage value is usually the amount 0 0 0 [j 

recovered by the lender upon disposal of 
repossessed collateral 
A written statement of loss is provided to the 0 0 0 0 
borrower by the insurer 
Notice is provided to the borrower that the 0 0 0 LJ 

borrower may incur storage charges after the 
date that the claim is paid 



Question 26 (continued) 

Minimum 

Lender's commission $ ------
Lender's fees & other compensation $ _____ _ 

Minimum 
Percentage rate modifications available: 
Deductibles above & below $100 
Schedule modification 
Experience modification 
Expense modification 

% ------
% ------
% ------
% ------

Other (itemize all other rate modifications) 

Total available rate modification 
(probably multiplied, not added) 

% ------
% ------
% ------

% ------

Please attach an explanation of your methods and assumptions: 

Maximum 

$_----
$_----

Maximum 

% -----
% -----
% -----
% -----

% -----
% -----
% -----
% -----

% -----


