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CSURMA AORMA POLICY & PROCEDURE NO. P-1
SUBJECT: PROPERTY PROGRAM MEMBER ALLOCATION
FORMULA
ADOPTED: NOVEMBER 6, 2013
EFFECTIVE: JULY 1, 2014
AMENDED: SEPTEMBER 10, 2015
MAY 4, 2017
MAY 2, 2019
POLICY:

It shall be the policy of the CSURMA AORMA to determine each member’s allocation of the total
property program costs as outlined in the Property Program Member Allocation Formula noted
below:

PROCEDURE:

Annually, in September, the AORMA Committee will approve the Total Property Program Costs
for the upcoming fiscal year. In December, the AORMA Committee will approve the following
allocation criteria within the Property Program Member Allocation Formula and will approve the
final member allocation for the upcoming fiscal year:

Basic rates

Maximum premium for calculating the size credit
Maximum size credit percentage

Minimum premium

Loss ratio surcharge schedule

SAE I

PROPERTY PROGRAM MEMBER ALLOCATION FORMULA:
Basic Rates:

e TIV =Total Insurable Values
e RP/BI = Real Property / Business Income and Rental Value
e BPP = Business Personal Property

Two basic rates are included in the allocation formula; one for RP/BI and one for business BPP.
The BPP rate is 20% higher than the RP/BI rate.

1. RP/BI TIV is multiplied by the RP/BI rate. Result — RP/BI basic premium.
2. BPP TIV is multiplied by the BPP rate. Result — BPP basic premium.
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3. RP/BI basic premium and BPP basic premium are added together. Result — basic premium.

4. Basic premium is divided by the total TIV. Result — basic rate.

** Example **

1. $50,000,000
RP/BI TIV
2. $25,000,000
BPP TIV
3. $100,000
RP/BI Basic Premium
4, $160,000
Basic Premium

*

/

.2000
RP/BI Rate (per $100 in TIV)

.2400
BPP Rate (per $100 in TIV)

$60,000

BPP Basic Premium

$75,000,000
Total TIV

$100,000
RP/BI Basic Premium

$60,000
BPP Basic Premium

$160,000

Basic Premium

2133
Basic Rate (per $100 in TIV)

Size Credit:

1. Basic premium is divided by the Maximum Premium for Calculating Size Credit. Result -
percentage of total basic premium compared to the Maximum Premium for Calculating Size

Credit.

2. Percentage of total basic premium compared to Maximum Premium for Calculating Size
Credit is multiplied by Maximum Size Credit Percentage. Result — size credit percentage.
3. Basic rate is multiplied by the size credit percentage. Result — Basic rate with size credit.

** Example **

1. $160,000
Basic Premium

2. 271%
% of Total Basic Premium
Compared to Maximum Premium
for Calculating Size Credit

3. 2133

Basic Rate

/

$600,000
Maximum Premium for
Calculating Size Credit

30%
Maximum Size Percentage Credit

8%

Size Credit Percentage

27%
% of Total Basic Premium
Compared to Maximum Premium
for Calculating Size Credit

8%
Size Credit Percentage

.1960

Basic Rate w/ Size Credit

Loss Rating:

1. Five years paid claims (minus deductible) is divided by total premium for five prior years.

Result — loss ratio.

2. Member’s five-year loss ratio is reviewed against loss ratio surcharge schedule. Result — loss

ratio surcharge is assigned.
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3. Basic rate w/ size credit is increased by loss ratio surcharge. Result — final rate.
4. Final rate is multiplied by total TIV. Result — Final premium.

** Example **

1. $125,000 / $500,000 25%
Five Years Paid Claims Total Premium for Five Prior Loss Ratio
Years
2. 25% = 5%
25% Loss Ratio is reviewed against Loss Rating Surcharge Schedule and Loss Ratio Surcharge

Surcharge is Assigned.

3. 5% + 1960 = .2058
Loss Ratio Surcharge Basic Rate w/ Size Credit Final Rate
4. .2058 * $75,000,000 = $154,350
Final Rate (per $100 in TIV) Total TIV Final Premium

Minimum Premium:

1. If the final premium is greater than the Minimum Premium, use the final premium. Result —
final premium w/ minimum premium if applicable.

** Example **

1. $154,500 > $600 = $154,500
If the Final Premium is greater than the minimum premium, use the Final Final Premium
Premium
DEFINITIONS:

1. RP/BI - Real Property, Business Interruption and Rental Value Basic Rate — This rate
will be approved annually by the AORMA Committee. It may increase or decrease depending
the total property program funding required for the upcoming fiscal year.

2. BPP - Business Personal Property Basic Rate - This rate will be approved annually by the
AORMA Committee. It may increase or decrease depending the total property program
funding required for the upcoming fiscal year. This rate will be 20% higher than the Real
Property, Business Interruption and Rental Value Basic Rate.

3. Maximum Premium for Calculating Size Credit — The Maximum Premium for Calculating
the Size Credit dollar amount will be approved annually by the AORMA Committee. The
Maximum Premium for Calculating Size Credit is used to calculate each member’s size credit.
The member’s basic premium is divided by the Maximum Premium for Calculating Size
Credit, as an example - $300,000 (member’s basic premium) / $600,000 (Maximum Premium
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for Calculating Size Credit) = 50% (member’s percentage of size credit). This member would
be subject to 50% of the total Size Credit Percentage.

4. Size Credit Percentage — The Size Credit Percentage will be approved annually by the
AORMA Committee. The Size Credit Percentage represents the maximum size credit
available to any one member. As an example — 50% (member’s percentage of size credit) *
30% (Size Credit Percentage) = 15% member’s size credit.
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