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EXECUTIVE SUMMARY

1 Introduction

Measures to reduce and eliminate the theﬁ Df a\itomoblles have been taken since the Dyer
Act, also called the National Motor Vemclg Th;éft Act (18 U.S.C.A. § 2311 et seq.), was
enacted to impede the interstate traffickmg* tolen vehicles. Fifty years “after the Dyer
Act was implemented congress form National Highway Traffic ~ Safety
Administration (NHTSA) to issue Federal Motor Vehicle Safety Standards (FMVSS) and
Regulations. In order to decrease the rate of vehicle theft and facilitate the tracing
and recovery of stolen motor vehicles ang -in 1984 Congress enactéd the Motor
Vehicle Theft Law Enforcement Act (Pub ' 98 -547). As a result the Department of
Transportation implemented the Federal M or - Vehicle Theft Prevention Standard
(FMVTPS), requiring manufacturers of desi high-theft passenger car lines to put a
Vehicle Identification Number (VIN) on the & transmission, and 12 other major
body parts. The NHTSA has and will contj itor and analyze current auto theft
trends and introduce new and innovativ 6!!3 t6 address the problem of lowering
vehicle theft as it relates to vehicle safety.~

2 Overview of 2003 Insurer and Leas] iny & Submnssnons under the Theft Act

For the total of 22 reporting firms, 17 werQ msurame companies and 5 rental and leasing
companies were submitted for the 2003 rep griod. Vehicle theft and recovery data
was also received from the Insurance Servi ice (ISO) for some of the insurers. In
order to generate an accurate and real tim¢ under tagidmg of how the measures taken to
Teduce auto theft impacts motorist, a mafdatory technology-based reportipg system for
the larger insurers to utilize should -be cong . Such a system will maintain data
accuracy and data integrity so that- ﬁppi‘bpﬂ _»auto theft deterrent measures can be
initiated based on a well-informed declsmn

3 Thefts and Recoveries of Motor Vehiclés During 2003

The marking of parts is intended to assist-daw:enforcement efforts to trace and recover
stolen vehicles and parts as well as arrest angd: ptosecute the criminals responsible. The
increased likelihood of arrest and pumshmeng' jso meant to serve as a deterrent to auto
thieves. The NHTSA evaluates the effectiveness of theft deterrent systems-and compiles
a report from data generated from th fmsurance companies and ISO. The
information obtained from the 2003 data ; that motor vehicle theft continues to be a
major cause of insurer comprehensive lossés; _-"'Apprommately seventy«oae percent of
stolen vehicles were either not recovered in 2093 or.were recovered with major vehicle
components missing. See Table 5. o

Executive Summary
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The report findings indicate a substantial increase in the 2003 recovery rate for insured
motor vehicles as compared to that for the 2002 reporting period (RP). Specifically, the
recovery rate for 2003 is 70% as compared to the 14% recovery rate experienced during
2002. The data show that substantially more vehicles were recovered in-part during 2003
than in 2002. Specifically, there were a total of 83,673 insured motor vehicles stolen
during the 2003 reporting period and 91,569 thefts reported during the 2002 reporting
period. Of the 83,673 insured vehicles stolen in RP 2003, there were 59,447 recovered of
which 50,453 were recovered in-part. Comparatively, of the 91,569 thefts reported
during RP 2002, there were 12,592 vehicles recovered, of which 1,773 were recovered
in-part. In both reporting periods, the recovery rate for complete vehicles is almost
identical — slightly under 12% in 2002 and slightly under 11% in 2003. Therefore, the
rise in recovery rate appears to be almost wholly explained by the reported recoveries of
in-part vehicles.

No new reason or preventive measure has been identified that would justify such a
substantial increase in actual recoveries of in-part vehicles. Therefore, NHTSA suspects
that either the insurance companies have changed the way these recoveries are reported,
or something has changed in the report calculations. It should be noted that ISO revised
its coding method for the 2003 reporting period, which may have contributed to the
availability of more recovery information than had been provided in previous years.
Additionally, the report indicates that the agency may be receiving more recovery
information from the insurers because more incentives are being provided to adjusters for
closing out claims more efficiently and the fact that more insurers are performing
computer reconciliation programs to maintain data integrity and to avoid reporting
incomplete data.

The 2003 report findings also show a substantial increase in the dollars recovered by
insurers through the sale of recovered vehicles and parts. Specifically, the dollars
recovered by insurers’ through the sale of recovered vehicles and parts substantially
increased to $134,414.654.56 for the 2003 reporting period as compared to $43,063.87
for 2002. It is believed that this increase was primarily the result of new financial
information provided by the State Farm Insurance Group for this reporting period that
was not provided for the 2002 reporting period.

4 Setting Rates for Motor Vehicle Comprehensive Coverage During 2003

The majority of the insurers reported that they did not assess any surcharge or premium
penalty to insure vehicles with high theft rates. Some companies indicated that their
existing rating procedures would generate lower rates for all passenger cars in a rating
territory when total comprehensive losses or combined comprehensive and collision
losses are reduced for the territory. Thus, while parts marking offers the potential to
reduce insurer theft losses, resulting rate reductions would not often be targeted solely to
the lines responsible. Thus, benefits of the parts marking program can be expected to be
dispersed to provide lower insurance premiums for lines both with and without marked
parts.

Executive Summary
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5 Insurance Losses from Motor Vehide ;_f

sprehensive Policies During 2003

22 Insurance Companies reported

1 Over 5.4 Million Claims which ¢
during 2003 as a result of the veRicl
components. L

2 These claims resulted in msurer pgyments 10 pohcyholders exceedum $5 Billion
dollars.

3 The ISO reported that approx1mately?§3,673 vehicles with model years through
2000-2004 insured by these cg ‘were stolen during 2003. This total
number includes 12 vehicles that, Wese: unclassified for the total number of thefts.
59,450 vehicles or 70 percent of these stolen vehicles were recovered during
2003. The recovered number includes three vehicles that were recovered that were
unclassified.

28 665 vehicle theft claims were filed
theft of a motor vehicle, its contcnts or

milims During 2003

n- ﬁht: form of comprehension premium
Qur information reflects that 3, 959 090

6 Programs to Reduce Comprehensi ‘
Due to the reduction of vehicle theft, program
reduction were developed to reward individu
policyholders received premium reductions i

7 Insurer Actions to Encourage Reductions in Vehicle Thefts Duﬁng 2003
Insurance and rental and leasing compan;@pi jave taken measures to reducejmotor’ vehicle
theft; some actions include joining Ql“' gnzations such as the National Insurance Crime
Bureau, providing rewards for leads in t-and conviction of motor vehxcle thieves,
and publishing articles in national vehwig Belatéﬂ publications.

Executive Summary
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1 INTRODUCTION

This report was prepared by MYI Consulting, Inc. for the National Highway Traffic
Safety Administration (NHTSA) under Contract DTNH22-07-R-00060, for the 2003
insurer reporting period.

This document which focuses on thefts and recoveries of insured motor vehicles and the
premiums charged for comprehensive coverage was performed as part of NHTSA's
charge to inform and create and maintain awareness to the public, law enforcement
agencies, and the United States Congress of all things concerning motor vehicle theft.
This information is for the purpose of and in an effort to reduce and ultimately eliminate
motor vehicle theft and the fiscal impact it has on the United States by evaluating the
effectiveness of the theft deterrent provisions of Chapter 331 of Title 49 of the United
States Code (USC).

The information contained herein was provided by insurance, rental and leasing
companies through annual reports required by Section 33112 of Title 49. The information
in this report covers the 2003 insurer reporting period. This information was analyzed,
organized and documented for this report by MY Consulting, Inc.

1.1 Background

Measures to reduce and eliminate the theft of automobiles have been taken since the Dyer
Act, also called the National Motor Vehicle Theft Act (18 U.S.C.A. § 2311 et seq.), was
enacted to impede the interstate trafficking of stolen vehicles. Fifty years after the Dyer
Act was implemented congress formed the National Highway Traffic Safety
Administration (NHTSA) to issue Federal Motor Vehicle Safety Standards (FMVSS) and
Regulations.

The abstract of the House of Representatives Report 98-1087, Part I stated “reported
motor vehicle thefts total over 1 million annually and it has grown to a $5 billion per year
national problem with costs borne by all Americans in increased law enforcement costs
and higher insurance costs.” (1984) In order to decrease the rate of motor vehicle theft
and facilitate the tracing and recovery of stolen motor vehicles and parts, in 1984
Congress enacted the Motor Vehicle Theft Law Enforcement Act (Public Law 98-547).

As a result the Department of Transportation implemented the Federal Motor Vehicle
Theft Prevention Standard (FMVTPS), requiring manufacturers of designated high-theft
passenger car lines to put a Vehicle Identification Number (VIN) on the engine, the
transmission, and 12 other major vehicle body parts. The VIN was created in an effort to
assist law enforcement efforts to trace and recover stolen vehicles. Equipped with a
validated means to distinguish and identify stolen vehicles and parts has increased the
probability of prosecution of individuals involved in vehicle thefts and/or criminal
activity. '

Introduction MYI Consulting, Inc
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1.2 Legislative Requirements Affecting the Insu t . _

Section 33112 of Title 49 was created to gain: an accurate depiction of the impact the |
NHTSA would have on the prevention or;tdis ) ging of the theft of motor vehicles,
particularly those stolen for the removal pf: % varts; the prevention or discouraging
of the sale and distribution in interstate commerce of used parts that are removed from
those vehicles; and to help reduce the cost to consumers of comprehenswe msurance
overage for motor vehicles. B

Section 33112 of Title 49 Part C required: thems me industry to provide mermatlon to
the Secretary of Transportation on an annllﬁ*l 5] depcnbmg

(A) The thefts and recoveries (in any part) of mmr vehlcles
(B) The number of vehicles that have been recovered intact;

(C) The rating rules and plans, such as loss-information and rating characteristics, used
by the insurer to establish premiums for.compréhgnsive coverage, including the basis for
the premiums, and premium penalties- for: iotor Vehmles considered by -the msurer as
more likely to be stolen; T

(D) The actions taken by the insurer to reduce-the premiums, including changing rate
levels for comprehensive coverage because of 3 wductlon in thefts of motor veh:cles

(E) The actions taken by the insurer to aSSiSt m terrmg or reducing theﬁs of motor
vehicles; and

(F) Other information the Secretary requires: w ¢arry out this chapter and to make the
report and findings required by this chapter.

1.3 Legislative Requirements Affecting

Title 49 requires the Department of Trans;)ortaﬁén 10:

« Select the parts which are to be matked with the appropriate ldentlflcatlon
numbers by agreement between the Secretary of Transportatlon and the
manufacturer.

8

o Select the high theft lines wh:ch are m ‘be covered by the requlrement by
agreement between the Secretary-of. T# _aatxon and the manufacturer. < o

 Establish the performance critéria - for msrnbmg or affixing the - apprcpnate
identification numbers. 5 ,

+ Specify the manner and form for compliance certification and who will be
authorized to certify compliance.

Introduction : MYI Consulting, Inc
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« Define specific annual insurer reporting requirements under Section 33112.

o Identify insurers and, rental and leasing companies subject to the annual reporting
requirements and grant exemptions from these requirements to insurers and small
rental and leasing companies which qualify under provisions of Section 33112.

» Grant an exemption from the standard if a line of vehicles is manufactured with
an anti theft device which is determined by the department to most likely be as
effective as the standard in deterring theft. (Section 33106)

1.4 Insurer Reporting Requirements

In January, 1987, the NHTSA declared rule titled "Insurer Reporting Requirements" (49
CFR Part 544) which defined the specific insurer reporting requirements under the Motor
Vehicle Information and Cost Savings Act and identified the insurers and rental and
leasing companies subject to these requirements for the first reporting period. The
information submitted by insurers under this rule was intended to aid NHTSA in its
responsibility to publish insurance information in a form that would be helpful to the
public, the law enforcement community and the Congress. (1987) The reporting insures
must continue to comply with the reporting requirements to provide the information
necessary to meet the needs of Chapter 331 of Title 49.

The annual insurer reporting requirements specified in the final NHTSA rule are outlined
in Table 1.

The first insurer reports were filed with the NHTSA Office of Safety Performance
Standards in January, 1987. The subject insurers were required to report data beginning
with calendar year 1985. Information contained in the 2003 annual insurer submissions is
included herein.

1.5 Organization of this Report

The information presented in this document is based upon the insurer and rental and the
leasing company reports submitted for calendar year 2003.

Section 2 of this report identifies the insurance and rental and leasing companies, which
submitted 2003 reports and the extent that required information was supplied.

Responses to each of the specific reporting requirements identified in Table 1 are

discussed in Sections 3 through 7 of this report. Table 1 identifies the section of this
report devoted to each reporting requirement.

Introduction MYI Consulting, Inc
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1)

Total motor vehicle thefts and

recoveries by model year, make, ‘line;*:-f

model, and state for each motor
vehicle type. These recoveries are to
be categorized as in-whole, in-part or
intact.

Sec. 33112
(c), (A), (B)

(c)(1), (cX(2)

2)

Explanation of how theft and
recovery data is obtained and steps.
taken to ensure its accuracy. 3

- Seg.3112
GOl

©(3)

3.6

3)

Explanation of how theft and

other organizations.

recovery data is used and reported to f-“ . Spc. 33112

e

(©4)

3.7

4)

The rating characteristics used by the |

insurer to establish the premiums it

charges for comprehensive insurance |

coverage for this type of motor
vehicle and the premium penalties
for vehicles of this type considered
by the insurer as more likelytobe
stolen.

Sec. 33112

A (eXO)

(@1

4.2

5)

Total number of comprehensive
claims paid by the insurer during the
reporting period, and the total
number that arose from a theft.

‘Sec. 33112

© @

(d)(2)(),

(D()(iXA) -

5.1.1

6)

The best estimate of the percentage
of the number from (5) that arose
from vehicle thefts, and an
explanation of the basis for the
estimate.

‘Sec. 33112

(©F)

(d)(2)(ii)(B)

5.1.2

7)

The total amount (in dollars) paid out
during the reporting period in
response to all comprehensive claims
filed by its policyholders.

Sec. 33112
©@E

(d)(2)(iiD)

5.1.5

Introduction
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Paragraphs Paragraph in | Section of
. . in Title 49, NHTSA- Discussion
Reporting Requirement US.Code | Final Rule in this
Chapter 331 Report
The total amount (in dollars) paid out
by the insurer as a result of theft, the
best estimate of the percentage of the .

8) dollar total listed in (7) that arose Sec. 33112 ((31))((22))((11\;))((AA))((12)) 514
from vehicle thefts, and an (cXO) ( o
explanation of the basis for the
estimate.

In the case of other insurers subject
to the reporting requirements, the net | Sec. 33112 .

iz losses suffered by the insurer (in (cXO) (@)(2)v)(B) 031

dollars) as a result of vehicle theft.

The total amount (in dollars)

recovered from the sale of recovered

vehicles, major parts recovered not Sec. 33112

10) attached to the vehicle, or other ©) (B (D@)VIA) >-8.1
recovered parts, after the insurer had
made a payment.

The insurer's best estimate of the
percentage of the dollar total listed in
(10) that arose from vehicle thefts, Sec. 33112

1H and an explanation of the basis for ©F (@B 391

the estimate.

Identity of the vehicles for which the

insurer charges comprehensive

insurance premium penalties, Sec. 33112 .

12) because the insurer considers such V(@) @@V - 43

vehicles as more likely to be stolen.

The total number of comprehensive

claims paid by the insurer for each

vehicle risk grouping identified in

(12) during the reporting period, and | Sec. 33112 ..

13) the total amount in dollars paid out (cXO) (@) >
by the insurer in response to each of
the listed claims totals.

Introduction MYI Consulting, Inc
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14)

The maximum premium adjustments
(as a percentage of the basic
comprehensive insurance premium)

made for each vehicle risk grouping -

identified in (12), as a result of the
insurer's determination that such
vehicles are more likely to be stolen.

| see. 33112
1 (eXO)

(d)(2)(viii)

4.4

15)

) Identity of any other rating rules
and plans used to establish
comprehensive insurance premiums
and premium penalties for motor

vehicles it considers more likely to .

be stolen, and an explanation of how
such rating rules and plans are used
to establish the premiums and
premium penalties.

Sec. 33112
“Ae)C)

(d)(3)

4.3

16)

Explanation of the basis for the
insurer's comprehensive insurance

charged for motor vehicles it

considers more likely to be stolen. . .

premiums and the premium penalties * Sec.33112

- (D)

(d) @)

4.1

17)

Actions taken to reduce
comprehensive rates due to a
reduction in thefts of this type of
motor vehicle.

Sec. 33112

(e)

4.4

18)

State the conditions to be metto
receive such a reduction.

| Sec.33112

o)

(eX()

6.1

19)

State the number of vehicles and
policyholders that received such
reductions.

Sec. 33112
()D)

(eX2)

6.2.1

20)

State the difference in average .
comprehensive premiums for those
receiving the reduction vs. those who
did not.

Sec. 33112
(©) (F)

(©)(3)

6.2.2

Introduction
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Paragraphs Paragraph in | Section of
Revorting Requirement - in Title 49, NHTSA Discussion
eporting Beq US.Code | Final Rule in this
Chapter 331 Report
The specific criteria used by the
insurer to determine if a vehicle is Sec. 33112
21) eligible for a premium reduction if (cXD) () 6.4
equipped with anti theft devices.
Total number of thefts, by insurance
company, of vehicles subject to a Sec. 33112
22) premium reduction for an installed () (F) ) 6.5
anti theft device.
Total number of thefts, by insurance
company, of vehicles subject to a Sec. 33112
23) premium reduction for an installed ) (P HG) 6.5
anti theft device.
Each action taken by the insurer to
assist in deterring or reducing thefts
of motor vehicles. Describe the Sec. 33112
24) action and explain why the insurer (©) (B) @) 71
believed it would be effective in
deterring or reducing vehicle theft.
The policy regarding use of used .
. Sec. 33112 (8)(2)(),
25) | parts, and precautions taken to © (E) (@)(2)(i) 7.2

identify origin of used parts.

Introduction
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2 OVERVIEW OF 2003 INSURER
UNDER THE THEFT ACT

\NDLEASING COMPANY SUBMISSIONS

This is for the purpose of presenting a. general}ipverv1ew of the 2003 insurance and
leasing company reports submitted under’ éﬁa@m‘t‘%l of Title 49 of the United States
Code.

Topics Compiled and Analyzed include: .

. Insurance companies filing 2003 reports

« Rental and leasing companies filing 2003 repons

« Insurance Services Office (1SO) filing 2003 reports

« The extent that companies responded to each : repomng requirement

2.1 Insurance Companies Filing 2003 PO o

As empowered under Chapter 331 of Title 49, tiie Department of Transportation is
charged with determining the insurance .companjgs subject to the annual reporting
requirements and with granting exemptions to, those insurers qualifying under Section
33112. :

Section 33112 (b)(1) defines an insurer as a petzst)n {except a govcmmental authonty)
having a fleet of at least 20 motor vehicles ‘thatam uged pnmanly for rental or lease and
are not covered by a theft insurance policy issued by an insurer of passenger motor
vehicles.

An insurer is defined in Section 33112 (f)(A) aﬂ’d {f)(B) as an insurer whose premiums
for motor vehicle insurance issued direetly .ot thmugh an affiliate, mcludmg a podling
arrangement established under State law or regulation for the issuance of motor vehlcle
insurance, account for--

(A) Less than one percent of the total premiums for all forms of motor vehicle
insurance issued by insurers in the United States; and

(B) Less than 10 percent of the total premiums for all forms of motor vehicle insurance
issued by insurers in any State.

"Small insurers" are defined as those, which do not meet the criteria and may be
exempted from the reporting requirements.

Data compiled by the A.M. Best Company, Inc. was used by the Department of
Transportation to determine insurer market share nationally and in each state for the
purpose of identifying subject insurers.

Insurance companies filing reports or included on the ISO tape for the 2003 reporting
period are identified in Table 2.

Insurer and Leasing Company Submissions MYI Consulting, Inc
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2.1.1 Table 2. List of Insurance Companies Filing 2003 Report

12

List of Insurers

ALFA Insurance Companies

Allstate Insurance Group

American Family Insurance Group

Auto-Owners Insurance Group

California State Auto Association

CNA Insurance Group

Erie Insurance Group

Farmers Insurance Group

Hartford Insurance Group

Kentucky Farm Bureau

Metropolitan Life Auto and Home Group

New Jersey Manufacturers Group

Progressive Group

Southern Farm Bureau

State Farm

Tennessee Farm Bureau

Travelers Insurance

Insurer and Leasing Company Submissions

MYI Consulting, Inc
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Chapter 331 of Title 49 considers the term nsurer
governmental entity who has a fleet of;
primarily for rental or lease and are not:
companies insuring passenger motot véhic

‘," to include any person other than a
i otor vehicles, which are used

'ﬂleft insurance pollCles issued by

By definition rental and leasing compant
reporting requirements. "Small insur
vehicle insurance issued directly or thrg
established under State law or regulau ) Q_,ance of motor vehicle insurance,
account for (A) less than one percent of ffié tof remiums for all forms of motor-vehicle
insurance issued by insurers in the United tatesl: and‘(B) less than 10 percent of the total
premiums for all forms of motor veh ¢ issued by insurers in any State.”

(Chapter 331 of Title 49)

s0 be subject to the annual insurer
an insurer whose premiuins fog-motor
ate; including a poolmg arrafjgement

s

The exemptions pertaining to Small Insurers be granted by NHTSA 1f the agency

determines that:

of Chapter 331.

The five rental and leasing companieé" s
period are identified in Table 3.

2.3 Insurer Compliance with Reporti

The level of compliance with the reporting requirements varied both by requirement and
by company. Slightly more than one-third of the requirements were responded to by half
or more of the companies. (Table 4)

The Department of Transportation is working closely with the insurers to obtain complete
responses to all requirements in future annual submissions.

Responses were supplied in a variety of ways:
+ Direct written response from the insurer

« Information supplied on behalf of the insurer through the Insurance Services
Office (ISO). The ISO is a licensed advisory insurance rating organization.

Insurer and Leasing Company Submissions : MYI Consulting, Inc
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2.3.1 Table 3: List of Rental and Leasing Companies Filing 2003 Reports

List of Rental and Leasing Companies

Avis
Budget
Dollar Thrifty Automotive Group

The Hertz Corporation
U-Haul

Table 4 indicates the number of insurance companies, which provided responses to each
of the various reporting requirements. Responses may have taken one of several forms:

« Data was provided by the insurer or ISO.

« The insurer indicated that the reporting requirement was not applicable to the
manner in which the company conducts its business or record keeping.

« The insurer indicated that the reporting requirement was applicable but the
information requested was not available.

Many of the reporting requirements are to address premiums and losses for
comprehensive insurance policies. These issues are addressed by the reporting insurance
companies and are not directly applicable to the leasing and rental companies. Twenty-
two insurance companies reported in 2003. This includes some partial responses and
claims that data was supplied via ISO. Of the 17 listed in Table 2 as having reported, 17
hard copy reports were received. Thus, 6 out of the 22, or 26%, responded only to
paragraphs (c)(1) and (c)(2) via the ISO tape.

Rental and leasing companies primarily provided information on thefts and recoveries of
vehicles from their fleets and the dollar losses associated with these thefts.

Insurer and Leasing Company Submissions MYI Consulting, Inc
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- Totalss'

. Requirement. | . Number... . o
(e)X(1).(c)(2) 22 12
©3) 22 7
(€X4) 22 6
CY¢Y) 22 5
(d)2)() 22 3
(d)(2)(ii)(a) 22 2
(d)(2)(ii)(b) 22 3
(d)(2)(iii) 22 3
(d)2)v)(AX1) 22 4
(@)N2)(v)(AX2) 22 4
(d)2)(iv)(B) 22 2
(AU2X(VNA) 22 3
(dX2)(VX(B) 22 3
(d)2)(vi) 22 3
(d)2)(vii)\ 22 3
(d)(2)(viii) 22 3
d)3) 22 3
(d)4) 22 4
© 22 3
1) 22 3
(€)2) 22 3
©3) 22 3
€[] 22 3
H2) 22 3
HA) 22 3
(g)(1) 22 3
(2)2)() 22 3
(8)(2)(ii) 22 3

616 1037

Insurer and Leasing Company Submissions
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3 THEFTS AND RECOVERIES OF MOTOR VEHICLES DURING 2003

The marking of parts is intended to assist law enforcement efforts to trace and recover
stolen vehicles and parts as well as arrest and prosecute the criminals responsible. The
increased likelihood of arrest and punishment is also meant to serve as a deterrent to auto
thieves. The NHSTA evaluates the effectiveness of theft deterrent systems and compiles
a report from data generated from the larger insurance companies and ISO. The
information obtained from the 2003 data shows that motor vehicle theft continues to be a
major cause of insurer comprehensive losses 29.95 percent of stolen vehicles were either
not recovered in 2003 or were recovered with major vehicle components missing.

3.1 Thefts and Recoveries by Vehicle Type

Paragraph (c)(1) of the Reporting Requirements states that insurers are to “List the total
number of vehicle thefts for vehicles manufactured in the 1983 or subsequent model
years, subdivided into model year, model, make, and line, for this type of motor vehicle.”
(49 CFR Chapter V, (c)(1))

Paragraph (c)(1) of the Reporting Requirements requires that insurers indicate how many
recoveries were:

» Recoveries Intact - A vehicle reported as stolen is recovered with no major parts
missing at the time of the recovery and with no apparent damage to the vehicle
other than damage necessary to enter and operate the vehicle and ordinary wear
and tear. (Major parts are those parts subject to the marking requirements of
Chapter 331 of Title 49.)

» Recoveries-in-whole - A vehicle reported as stolen is recovered with no major
parts missing at the time of the recovery but with damage in addition to that
sustained during unauthorized entry and operation. This would include vehicles
stripped of other parts, wrecked vehicles, burned vehicles (with no major parts
missing), etc.

Thefts and Recoveries MYI Consulting, Inc
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alet is recovered with oné or mdre

»  Recoveries-in-part - A vehicle reportid ’
This would include vehlclcs Strlpped

major parts missing at the time of 1
of other parts, wrecked vehicleg; bt

The required theft and recovery data w&a A-
supplied by the ISO on behalf of the re

‘ anleﬁ This information im:luded the
number of stolen vehicles, which were gqu

h-anti theft devices (ATD).

Each insurance company’s information was detailed by theft and recovery information
and is presented by vehicle type in Appendices’ A-E. These appendices are organized by
state for passenger cars, light trucks, heavy trucks, multi-purpose vehicles and
motorcycles respectively. Each appendix also presents the total amount of theft and
recovery data by state, make, model, and line and model year. This data includes thefts
and recoveries of model year 2000-2004 vehicles, which occurred during 2003.

Table 5 summarizes the theft and recovery mformanon listed in Appendices A-E. During
2003, reporting insurance companies received claims for the theft of 83,673 vehicles
produced during model years 2000-2004. A total of 59,447 or 71 percent of these stolen
vehicles were recovered. The recovery rates were 51 percent for the 1992 reporting
period (KLD Associates, Inc, March, 1998), 47 percent for the 1993 reporting period
(KLD Associates, Inc, December, 1998), 36 p for the 1994 reporting period:(KLD
Associates, Inc, November, 1998), 31 percent the 1995 reporting period: (KLD
Associates, Inc, 2000), 19.4 percent for the 1996 teporting period (KLD Associates, Inc,
2001), 21.2 percent for the 1997 regol; period (KLD Associates, Inc, 2002), 15
percent for the 1998 reporting period{Ki iates, Inc, 2004), 12 percent-in 1999
(KLD Associates, Inc, January, 20Q$). xeent in 2000 (KLD Associates, Inc,
February, 2005), 11 percent in 2001 (KLD ‘Jates Inc, 2006), 11 percent in 2002
(KLD Associates, Inc, 2007), and for the 200! reporting period recovery rates were 71
percent. The graph below gives a visual (j.,sf~ vﬁry \rate per year. : &

ol
1992 1993 1994 1995 19986
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3.2.1 Table 5: 2003 Thefts & Recoveries of Insured Model Year 2000 — 2004 Vehicles

2000 to 2004

“Passenger | 28154 | 1339 | 816 | 2642 | 19572 | 23030 | 81.80%
Cars
Light Duty | 17446 | 405 | 645 | 1343 | 10235 | 12223 | 70.06%
Trucks

Heavy 352 0 7 16 210 233 66.13%
Trucks
Multi 26221 | 779 [ 1029 | 2092 16622 | 19743 | 66.19%
Purpose

36.68%

Motorcycles | 11500 23 | 148 256 3814

7105%

B Passenger Cars
HLight Trucks
DOHeavy Trucks
CMuiti Purpose
B Motorcycles

=4

Number with Intact In-Whole In-Part
ATD

Most insurers have a "wait" clause in them for stolen vehicles. A stolen vehicle must be
missing for more than a certain amount of days, before an insurer will start the process of
settling the claim for an individual’s stolen vehicle and out of pocket expenses. The
vehicle will then be written off and the title holder will be issued a check for the present
day value of the vehicle. If the owner of the vehicle is informed of its recovery
afterwards, most people would rather receive the insurance money for the vehicle (even if
the vehicle received minor damage for example a cracked windshield) rather than pay for
accrued storage fees. Therefore, in some cases the insured does not report the vehicle
recovery to the insurance company.

The report findings indicate a substantial increase in the 2003 recovery rate for insured
motor vehicles as compared to that for the 2002 reporting period (RP). Specifically, the

Thefts and Recoveries MYI Consulting, Inc
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recovery rate for 2003 is 71% as compared.10 the 11% recovery rate experienced. during
2002. The data show that substantially mon tles were recovered in-part during 2003
than in 2002. Specifically, there were a t;otal*of 83,673 insured motor vehicles stolen
during the 2003 reporting period and 94, reported during the 2002 reporting
period. Of the 83,673 insured vehicles stolgn in RP 2003, there were 59,447 recovered of
which 50,453 were recovered in-part. ively, of the 91,569 thefts reported
during RP 2002, there were 12,592 vg ered ,’ of which 1,773 were reqe
in-part. In both reporting periods, thi Tate for complete veh‘lcles is >almost
identical — slightly under 12% in 200 il under 11% in 2003." 'Ihezefl)xe, the
rise in recovery rate appears to be almost whbliy explamed by the reported recovenes of
in-part vehicles.

No new reason or preventive measure has been identified that would justify such a
substantial increase in actual recoveries of in-vpart vehicles. Therefore, NHTSA suspects
that either the insurance companies have changed the way these recoveries are reported.
or something has changed in the report-¢ ons. It should be noted that ISO reyised
its coding method for the 2003 repomngm od, which may have contnbuted to the
availability of more recovery mform_atmn, han ‘had been provided in pr(gyious years.

""" gncy may be receiving mdre révovery
are being provided to-adjusters for
gt more insurers are, _performing

O

aintegrity and to avoxd reporting

information from the insurers because m
closing out claims more efficiently. An¢
computer reconciliation programs to
incomplete data.

Only 4.4 percent of the stolen vehi cles
percent of the vehicles with anti the
having anti theft devices on vehicles is ify e

DpEd with an anti theft’ devnce 2.1
gsénger cars. The growing use of
e tecovery rate of stolen vehicles.

Passenger cars accounted for 33.6 percent of the stolen vehicles. This percentage has
relatively remained the same over the past several years. It was 56.0 percent.in 2000. The
next largest category was multi-purpose vehlcles (MPVs) which represented 31 percent
of the thefts. Light trucks accounted for 20,8 prcapt of the thefts while heavy trucks and
motorcycles together accounted for only 14@96 it-of the thefts.

As noted above for 2003, recovery ratcs a garegated. over all vehicle types has increased.
In 2003, recovery rates for all vehicle Lypes, othet than motorcycles, ranged from 36
percent to 81.8 percent. Relative to the preyious yéars, passenger car, MPV, heavy truck,
light truck and motorcycle recovery rates h increased significantly. Motorcycles
continue to have the lowest recovery rate (3 -percent). There were 4.4 percent of all
recovered vehicles were found to be intact. Vehicles recovered in-whole accounted for
10.7 percent of all vehicle recoveries while vehicles recovered in-part represented 91.6
percent of all recoveries.

Thefts and Recoveries MYI Consulting, Inc
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3.3 Thefts and Recoveries Reported by Rental and Leasing Companies

Thefts and recoveries were reported by five rental and leasing companies, Avis, Budget,
Dollar Thrifty Automotive Group, The Hertz Corporation, and Uhaul are incorporated in
the aggregate results shown in Table 5. The results are shown in Appendix F.

Rental and leasing companies reported their theft and recovery data in a different manner
than the insurance companies. Most of the rental and leasing companies used their own
unique style of reporting. Hertz marked their insurer report responses to (c)(1) and (c)(2)
as “Confidential”.

As shown in Appendix F, five rental and leasing companies identified a total of 9,859
vehicle thefts during 2003. A total of 5,166 vehicles were recovered which is 82.9
percent of the stolen vehicles. At present there is only speculation available as to how
many vehicles are recovered and not reported and would require more definitive data
from the insurance companies to verify.

Other reasons for the difference in recovery rates between insurance companies and
rental companies could be due to differences in reporting procedures. For rental
companies, vehicles not returned by their due date are categorized “overdue”. If a vehicle
is returned after the expiration of the “overdue” period some rental companies may
include these vehicles as “recovered”. As a preventative measure, more rental companies
have been installing ONSTAR type systems, especially in the more expensive vehicles, to
aide in recovery. ONSTAR permits tracking the location of a vehicle remotely. ONSTAR
uses Global Positioning System (GPS) satellite and cellular technology to link the vehicle
to the ONSTAR Center. They also have better and more current identification
documentation for their vehicles than insurance companies would have. As soon as a
rented vehicle is “overdue”, the rental agency begins the process of tracking the location
of the vehicle by contacting the renter and initiating resolution of the rental agreement. If
necessary, the rental agency contacts companies that they use to repossess and pick up
the overdue vehicle.

These reasons could all contribute to the explanation of the observed difference in
recovery rates between insurance companies and rental/leasing companies, however, the
likely reason are differences in record-keeping procedures and definition of status of the
vehicle.

Thefts and Recoveries MYI Consulting, Inc
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3.4 Procedures to Obtain Theft and

Under paragraph (c)(3) of the NHTSA ,{j g Requirements, insurance oom‘pames
provided an explanation of how theft and 1¢ y-data is obtained and the steps“tdkeén by
the industry to ensure the accuracy of this data ' ‘

Theft and recovery information is obtamad by insurance companies from ‘theit' ‘policy
holders and agents as reports of claims by phonie;-letter, facsimile, internet web sites, or
in person. Information is submitted to the 18O or National Insurance Crime Bureau
(NICB) in the normal course of claim file'; justment (i.e., the information required for
completion of its automobile theft repor orms.) Strict adherenee ‘to ‘the form
instructions by trained insurance personig appmach used to ensure dita accuracy.
At California State Automotive Association, ‘copies.of the registration, title décument and
law enforcement agency reports are obtai d reviewed. For some compatties, an
agent or Physical Damage Supervisor is responmble for maintaining a log of each’stolen
vehicle report.

Insurers check for completeness via mdnu
adjusters or claims handlers. In addmon. »
computer reconciliation programs ma
Incomplete reports are returned to the rgpg im office by the Home Offic¢ Claim
Department for correction. Travelers.utilizes ﬂieir Special Investigative Umt iﬁ those
cases with suspicious circumstances, = .-

ireview of files by claims managers,
surers perform periodic audits, ‘or use
tegrity and avoid incompléte data.

Recovery data is also obtained from the Natiota
the insured. The license plate and Vehicle:
physical inspection by a claims adjuster,
witnessed or notarized signatures of the insus id complete descriptions of danmge to
the vehicle at the time of loss. Repair- sstimates -and recent repair and- maintenance
billings are obtained when available. On notice of recovery, GEICO ‘acts o take
possession of the vehicle.

“’insurance Crime Bureau, the police or
ation Number (VIN) are checked by
ng.VIN check software or requiring

A summary of the insurance company.; ! nses to ‘this and subsequent repottmg
requirements described throughout the temain er of this report may be foﬁnd in
Appendix F (Rental Companies and Appendix G).

Thefts and Recoveries MYI Consuiting, Inc
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3.5 Notifying Insurance Companies of Motor Vehicle Thefts and Recoveries

Thefts of insured motor vehicles are generally reported by policyholders to their
insurance company, agent or claims handler within 24 hours of the theft. This
information is reported either by telephone, in writing, facsimile, the insurance
company’s internet website or in person.

Insurance companies routinely report thefts and recoveries of motor vehicles to the NICB
within 24 to 48 hours after they receive the information. This information is provided to
the NICB in a uniform manner for all participating companies. The insurers receive
information on recovered stolen vehicles from their policyholders, the NICB and police
agencies. The insurers will attempt to inspect the vehicle to verify the VIN and the
condition of the vehicle upon recovery. The results of this inspection are forwarded to the
NICB.

3.6 Insurance Industry Procedures to Ensure Accurate Theft and Recovery Data

To ensure the accuracy and real-time results of theft and recovery data, many insurance
companies have developed procedures for their claim processors to thoroughly
investigate and document theft losses. They utilize their Special Investigative Unit in
those cases with suspicious circumstances where the need for further investigation is
warranted. Some companies periodically perform tests and audits, of their theft claim
files by their branch management, district management, regional management and home
office claim review units.

In addition to these internal audits and quality control reviews, the information submitted
to the NICB is once again reviewed for accuracy and completeness. The NICB provides
the insurers with a list of missing information or claim discrepancies or requests for
supplemental information. The insurers must then investigate to resolve the
discrepancies, provide missing information and resubmit their reports. The NICB reviews
all data discrepancies until they are resolved.

Some insurers also review police reports; physically inspect recovered vehicles to
determine the accuracy of the VIN, license number, date of theft, date of recovery and
condition of the vehicle upon recovery. Other insurers use VIN check software in
conjunction with their estimating systems, licensed by an Automated Data Processing
Company and a Certified Collateral Company, to ensure VIN accuracy and detect fraud.
Computer reconciliation programs are also used to verify data. In some cases, a copy of
the registration and title document are obtained and reviewed to assure accuracy of
license number and VIN. This type of information is stored both by the NICB and other
law enforcement agencies and is cross-referenced for accuracy.

Thefts and Recoveries MYI Consulting, Inc
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3.7 Uses of Theft and Recovery Da(a

Under paragraph (c)(4) of the Reporting. Réqnn'emams insurance companies provxded an
explanation of how theft and recovery.data: 38‘7] i 'and reported to other orgamzations

This information is used both internally by the insurance companies and externally by
other organizations for a variety of purposessincluding:

1. Reporting data to state and local enﬁarep' e

2. Reporting to state insurance deps hich include state rate filings.

3. Determining rates for comprehensms geby determining pattetns of loss
experience and exposure, determining ications with unusual theft risks and -
developing risk management practices.

4. Controlling claim costs by provxdmg information to the claim staff to assist their
investigations and arrive at quicker, 1 more accurate settlements.

5. Identifying and investigating cases of sugpected claim misrepresentation or the
possibility that the policyholder is mvolved in a crime.

6. Assist efforts to recover stolen vehigl *by'prompt accurate reporting to the local
police. An inquiry is made to msure*?thpm vehtcle has been recorded W1th the
National Crime Information Cemet*(N 2

7. Assist efforts to track theft and.com
submitting theft reports to the NICK
insurance bureaus. The NICB agg;
and publishes reports on thefts and secoveries. -

nt agencies at the time of loss.

sive experience by state anid locﬁhty by
cal and state authoritiés and -
supplied by pamclpatfﬁ‘g msurers
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4 Setting Rates For Motor Vehicle Comprehensive Coverage During 2003

This section describes the procedures and factors considered by the reporting insurance
companies to establish the premiums charged for motor vehicle comprehensive coverage
during 2003. Of special interest is the role of vehicle theft in the determination of
premiums for comprehensive coverage.

Specific topics considered include:

» The basis for motor vehicle comprehensive premiums and the basis for premium
penalties assessed for vehicles with high theft rates

+ The rating characteristics used by insurers to establish comprehensive premiums
for motor vehicles

« Additional rules and plans followed by insurers to establish comprehensive
premiums and premium penalties

« The maximum adjustments to comprehensive premiums for vehicles considered
as posing an especially high risk of theft

- An identification of lines with a high risk of theft

Each of these topics is considered separately in the sections following. The procedures
and rating characteristics used by the insurers to establish comprehensive premiums
during 2003 were very similar to those documented by the insurers in previous years.

4.1 Basis for Comprehensive Premiums and Premium Penalties for Vehicles with High
Theft Rates

Under paragraph (d)(4) of the NHTSA Insurer Reporting Requirements, insurers are
required to provide an explanation of the basis for their comprehensive insurance
premiums and premium penalties charged for motor vehicles considered as most likely to
be stolen.

CNA, Erie, GEICO, New Jersey Manufacturers Group, The Hartford and Travelers rely
on the aggregate experience of many companies as compiled by the ISO Vehicle Rating
Series Program or by the Highway Loss Data Institute (HLDI). The ISO symbol
structure, which assigns a numeric symbol to each motor vehicle based on the
manufacturers suggested retail price (MSRP) called the Price New Symbol, is used by
many insurers. The Price New Symbol may be adjusted either upward or downward to
reflect physical damage loss experience, in accordance with the Vehicle Series Rating
Program. Cars that are more likely to be stolen will be assigned a higher symbol than

Setting Rates for Comprehensive Coverage MYI Consulting, Inc.




NHTSA 2003 Report 25

they would otherwise receive based on . the
Therefore, any premium penalties .
incorporated into the ISO symbol. Other: it
the total comprehensive loss experience w
experience. As a result, Kentucky Farm
Farmers charge no premium penalties basist

VISRP, resulting in higher premiums.

re likely to be ‘stolen“Will be
: tabhsh comprehensive rates utilizing
dentifying the theft comppnent of this
Southern Farm Bureau, and- Témessee
ed probability of it bei:ng stdlen

American Family Mutual and Farmers Insuran ﬁmup identify groups’ of vehiéles, to
which penalties are attached to the comprclxens emium, which they believe are more
likely to be stolen than other vehicles, Company- expenence compared- ‘with the
experience of other members of the insurance dustry is used to develop ad]ustments
based upon damageability (including cost of and susceptibility to theft}

The California State Automobile Assoc:at' bases comprehensive premiums- on an
needed premium revenue using prior years grignce compared with: md ‘earned
premiums brought up to the present rate level, Both losses and expenses which make up
the needed premium revenue are adjusted té eflect the cost level projected to be in effect
when the new rates are in force. Pre pltics are attached to “High' Exposure
vehicles (vehicles with exceptlonally qulckf ¢leration and/or excessive compréhensive
and collision losses) and Limited Productio: "shicles (manufactured in very limited
quantities) which exhibit a high occurrenmf theft.

Allstate’s rates are established for md1v1dual makesrand models on the basis of their Price
Group symbol A Price Group symbol prim Jects the price of the vehitle'when it is

. F individual makes and models may be
adjusted up or down most often based .ot ‘its; cembined collision and comiprehensive
experience. The vehicle’s PGS may: be adjusteid under the Make/Model Expérience
Rating Program which is based on collisioiipli'comprehensive experience of the latest
two model years. The calculated loss ratio is:then expressed relative to the average loss
ratio for all models.

These rates may be adjusted by terrltory of opelfa on vehicle age, driver and veh!ele use

characteristics. Other elements upon which p; ums and premium penalties are based
include cost and frequency trends and compén v ;

Under paragraph (d)(1) of the Repomng

squirements, insurers provided the rating
charged for comprehensive insurance
: ,;assessed for vehicles conmdered more

characteristics used to establish the prer
coverage during 2003 and the premium-pena
likely to be stolen.
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Typical driver rating characteristics include:

. Age

e Sex

« Driver Classification
o Driving Record

« Marital Status

Typical vehicle use rating characteristics include:
» Primary use of vehicle (i.e., commuting, business, etc.)
« Annual mileage traveled

Additional rating characteristics include:

« Number of vehicles in the household

» Loss experience

« Territory of operation

» Model year (age) of the vehicle

« Cost new and damageability/reparability of the vehicle
« Policy deductible amount

»  Whether vehicle is equipped with an anti theft device

+ Garaged location

« Expense of doing business

« Good student/Driver training discount for youthful drivers
o Qualification for multi-vehicle discount

o Symbol

» Points

Most of the companies did not assess any surcharge or premium penalties to insure
vehicles, which are stolen more frequently than others. California State Automobile
Association did charge such penalties and employed a variety of rating characteristics to
select vehicles for these penalties. American Family Mutual, CNA Insurance Companies,
Erie Insurance Group, Farmers Insurance Group, New Jersey Manufacturers Group,
Southern Farm Bureau, Tennessee Farmers Insurance Companies, and The Hartford use
ISO symbols, statewide rating symbols or industry comparisons to establish a base rate.
These symbols are then adjusted upward or downward to reflect the combined
comprehensive and collision loss experience for individual makes and models. Auto Club
of Michigan bases their loss experience on combining the company’s own data with that
of the Highway Loss Data Institute (HLDI).

CSAA uses premium revenue, based on prior year’s experience, compared with actual
earned premiums brought up to the present rate level. Both losses and expenses which
make up the needed premium revenue are adjusted to reflect the cost level projected to be
in effect when the new rates are in force. State Farm uses Insurance Ratings Groups
(IRG) which reflects their latest review of loss experience for each model.

Setting Rates for Comprehensive Coverage MYI Consulting, Inc.
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The rating characteristics used include:

« The potential for higher than usual losses of all kinds under comprehensiVe
coverage (e.g., the ability of the veéhicle to withstand damage)

High incidence of theft

Performance characteristics of the vehicle such as acceleration capabﬂmes

Design characteristics such as luxury and sportiness

Level of automotive production,. awlaﬁﬂay ‘of replacement parts and associated

repair costs

4.3 Other Rules and Plans to Establish

Under paragraph (d)(3) of the NHTSA Insurer Reporting Requxrements insurers
provided additional rules and plans used in 2003 10 establish comprehensivé premiums
and premium penalties for motor vehicles they consider as more likely to be stolen

As noted in section 4.1 and 4.2, most of the reporting.insurance companies dld not assess
any premium penalty based on theft: pqtennﬁ ompanies which did charge premium
penalties did on the basis of higher than usual-losses seldom if ever based soléiy upon
theft loss potential. Surrogate measures: fof. » it e theft such as total lost” expenence,
repair costs, performance and design chaﬁtct‘. 4,8tlcs were used rather than acttml theft
experience itself in determining theft-related pre-mium penalties.

The already mentioned ISO Vchlcle Seri"v _g (VSR) procedure is b‘ésed upon a

number of factors influencing loss potential and in addition to theft. The. procedure
cannot be used to develop discounts or penalties which specifically recognize a vehicle's
theft loss potential.

Under paragraph (d)(2)(viii) of the NHT SA’ 8o :
to indicate the maximum premium- ad;ustmmw apphed during 2003 for each of their
designated high theft risk vehicle groupmgs

One of the insurers indicated that its maximv.tm premium adjustmient - due to
comprehensive loss experience is 100 percent.’ T‘hls insurer states that comprehensive

it of «the experience used in determuimg the
symbol (collision expenences are also n',w VQd)The insurer estimates the maxunum
impact on premiums due to theft expenenoebﬁingaSO percent.

Setting Rates for Comprehensive Coverage , MYI Consulting, Inc.
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One of the insurers employed a specific classification scheme to assess premium
penalties in which vehicles were classified as either High Exposure, or Limited
Production Vehicles. The premium penalties for each of these classifications were as
follows:

« High Exposure Vehicles - 50 percent surcharge to the basic premium
« Limited Production Vehicles - 20 percent surcharge to the basic premium

For other insurance companies, the vehicle’s likelihood of being stolen is only one
component reflected in the modification of a symbol assignment.

4.5 Designated High Risk Lines

Under paragraph (d)(2)(vi) of the Reporting Requirements, insurers were asked to
identify vehicles which were assessed premium penalties for comprehensive coverage in
2003 because they were considered more likely to be stolen than other vehicles.

As noted previously, most of the insurers did not charge any premium penalties on the
basis of theft potential. The few that did charge premium penalties frequently included
other issues in addition to theft potential in their decision to designate vehicles as subject
to premium penalties.

Lines more commonly designated by insurers as subject to higher comprehensive
premiums due to greater loss risks are indicated in Table 6 for the companies reporting.

Alfa, Allstate, Auto Club of Michigan, Auto Owners, CNA, Erie, Farmers, Hartford, ISO,
Kentucky, Met Life, NJM, Progressive, Southern Farm Bureau ( AR and MS ), State
Farm, Tennessee Farm Bureau and Travelers do not designate high risk lines.

Allstate Insurance Company and American Family Mutual provided at a minimum the
Make and Model year of the high risk lines of vehicles.

Allstate Insurance Company
Model Years 2000-2004 Vehicles

Acura Integra Isuzu Amigo
Audi A6 Kia Sephia
BMW 528 Series Mazda Protégé
Chevrolet Corvette Mercury Mountaineer, Sable
Ford Escort ZX2 Mitsubishi Galant
GMC Sonoma 2WD PU, Yukon Excl. Pontiac Firebird
XL Volkswagen Cabrio
Honda Prelude Volvo S70/V70

Setting Rates for Comprehensive Coverage
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Note: Although theft is a major peril cos{emd undsrtomprehensive automobilé i msurance
coverage, it is not the only peril covered;:i.e.. iw;th bird or animal, flood and

Acura Integra o - Dodge Viper
BMW M3 o Honda Prelude
Chevrolet Corvette o Honda $2000
(including convertible) “ L Lexus I1S300

Acurs o | i.’$3 1003.19
2003 cura RSX 12 | 5%2,690.78
2003 W | 12 $3,952.50
2003 14 | .$7:599.83
2003 39 | %$23,981.14
2003 1 $1gi 19
2003 19 -
2003 7 | -“$3,68
2003 122 |~ $80 764 95
2003 7 $6,935.03
2003 143 | 7$77,915.80
2003 7 7$2,383.99
2003 20 '$38,464.56
2003 42 $56,966.03
2003 10 $5,972.15
2003 ' Shi - 30 ,$13,776.69.
2003 Mltsubishl SGS 11 $5,690 23
2003 Mitsublshl STS 17 : $10,340.66-
2003 Nissan MGL 49 ,..,$59',972 84
2003 Nissan . MGS 22 $6,838 26
2003 Nissan 3ZC 49 | .$37.132.78%
2003 Subaru | IWX 38 $64,725.83
Total: R $579181 73

Setting Rates for Comprehensive Coverage Tl MYI Consultiii:g, Inc.
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4.5.2 Table 6: Typical Designated High Risk Lines During 2003

California State Automobile Association

High Exposure
ACURA
NSX-T 2D Targa Top 3.2 Liter Double Overhead Camshafit 24 valve V6 6 speed
3.2 Liter Double Overhead Camshaft 24 valve V6 4 automatic
Aston Martin
DB7 Vantage 2D Coupe 5.9 Liter Double Overhead Camshaft 48 valve V12
2D Convertible Volante 5.9 Liter Double Overhead Camshaft 48 valve V12
AUDI
S4 4D Sedan 4.2 Liter 40 valve V8
4.2 Liter 40 valve V8 Quattro Avant
4.2 Liter 40 valve V8 Quattro Cabriolet
TT Coupe 2D Coupe 1.8 Liter 4 Cycle Turbo
1.8 Liter 4 Cycle Turbo Quattro (225 Horse Power)
3.2 Liter V6 Quattro Direkt Schalt Getriebe gearbox
2D Convertible 1.8 Liter 4 Cycle Turbo Roadster
1.8 Liter 4 Cycle Turbo Roadster Quattro (225 HP)
2D Coupe 3.2 Liter V6 Quattro Direkt Schalt Getriebe gearbox
BMW
325i 4D Sedan 2.5 Liter Double Overhead Camshaft 24 valve L6
2.5 Liter Double Overhead Camshaft 24 valve L6 Super
Ultra Low Emission Vehicle
325i SA 2.5 Liter Double Overhead Camshaft 24 valve L6
M3 2D Coupe 3.2 Liter Double Overhead Camshaft 24vaive L6
Chevrolet
Corvette 2D Targa Top 5.7 Liter V8 LSI
2D Convertible 5.7 Liter V8 LSI
2D Coupe 5.7 Liter V8 (405 Horse Power) ZO6/LS6
Dodge
Viper 2D Convertible | 8.3 Liter V10 Street and Racing Technology -10 Roadster
FERRARI
F360 Modena 2D Coupe 3.6 Liter Double Overhead Camshaft Turbo Sports Edition
2D Convertible | 3.6 Liter Double Overhead Camshaft Turbo Sports Edition
456 GTA 2D Coupe 5.5 Liter Double Overhead Camshaft V12
Ford
Mustang 2D Coupe GT 4.6 Liter Single Overhead Camshaft V8
Mach 1 GT 4.6 Liter Single Overhead Camshaft V8
2D Convertible GT 4.6 Liter Single Overhead Camshatft V8
2D Coupe Caobra 4.6 Liter V8 DOHC 32v
2D Convertible | Cobra 4.6 Liter V8 Double Overhead Camshaft 32 vaive

Setting Rates for Comprehensive Coverage
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2D Hatchback ter 4 Cycle 16 valve
Jaguar o o
XJR 4D Sedan 0 Liter Supercharged V8 . . ..
Lexus o '
GS430 4D Sedan 4.3 Liter V8 32 valve
SC430 2D Targa Top .3 Liter V8 32 vaive
MERCEDES f
CLK55 AMG 2D Coupe 5.4 Liter V8. B
E55 AMG 4D Sedan - - 55 Liter V8
S430 4D Sedan ‘4.3 1.iter V8 275 HP
ef V8275 HP 4MATIC
S500 4D Sedan *8.,0 Liter V8 302HP
; V8 302HP 4MATIC
$600 4D Sedan
CL500 2D Coupe .0
CL600 2D Coupe fter V12 bi-turbo 493HP
CL55 AMG 2D Coupe V8 Compressor 493HP -
SL 500 2D Targa Top : 5.0LV8
SL 600 2D Targa Top V12 bi-turbo 493HP - <
SLK230 - | 2D Targa Top ycle Compressor 192HP
SLK 32AMG | 2D Targa Top E rVB Compressor 349 HP -
Mitsubishi o
Eclipse 2D Hatchback GY 4 er Head Camshaft 24-v FWE
2D Hatchback | GTRr lanJ: over Head Cam%ﬁaﬂ 24-v
2D Convertible | Spyth Single over Head Camshaft: 24\;,%D '
2D Convertible 8 im 3.0 Liter Single over-Head:"
24y Forward Wheel Drive
2D Convertible jum 3.0 Liter Single ovefﬁea@
24y Forward Wheel Drlvé
PORSCHE
Boxter 2D Convertible ... 2.7 Liter 6 cycle
2D Convertible -8 3.2 Liter 6 cycle
911 Carrera 2D Coupe 3.6.Liter 6 Cycle
2D Convertible 4/4g 3.6 Liter 6 Cycle
2D Convertible - «4/48 3.6 Liter 6 Cycle
2D Targa Top - -38Liter 6 Cycle
911 Turbo 2D Coupe ‘6 Liter Twin Turbo F6

Setting Rates for Comprehensive Coverage -
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4.5.4 Table 6: Typical Designated High Risk Lines During 2003

California State Automobile Association

32

Make Body Model
SABB
9-3 4D Sedan Linear 2.0 Liter 4 Cycle Turbo 5-speed Manual
2.0 Liter 4 Cycle Turbo 5-Speed Automatic
Arc 2.0 Liter 4 Cycle High-Output Turbo 5-Speed Manual
2.0 Liter 4 Cycle High-Output Turbo 5-Speed Automatic
Aero 2.0 Liter 4 Cycle High-Output Turbo 6-speed Manual
2.0 4 Cycle High-Output Turbo 5-Speed Automatic
2D Convertible | Arc 2.0 Liter 4 Cycle High-Output Turbo 5-Speed Manual
2.0 Liter 4 Cycle High-Output Turbo 5-Speed Automatic
Aero 2.0 Liter 4 Cycle High-Output Turbo 6-speed Manual
2.0 Liter 4 Cycle High-Output Turbo 5-Speed Automatic
SUBARU
Impreza AWD 4D Sedan World Rally Cross 2.0 Liter F4 Cycle Turbo MT5
World Rally Cross 2.0 Liter F4 Cycle Turbo Four-Speed
Electronic Automatic Transmission
World Rally Cross 2.0 Liter F4 Cycle Turbo MT6
4D Wagon World Rally Cross 2.0 Liter F4 Cycle Turbo MT5
World Rally Cross 2.0 Liter F4 Cycle Turbo Four-Speed
Electronic Automatic Transmission
Toyota
MR2 2D Convertible | 1.8 Liter Double Overhead Camshaft 4Cyclr 138 Horse
Power
Volkswagen
GTI 2D Hatchback 2.8 Liter V6
2D Hatchback 1.8 Liter Turbo 4 Cycle
Jetta 4D Sedan 1.8 Liter Turbo 4 Cycle
4D Sedan GLX 2.8 Liter V6 200 Horse Power
4D Sedan GL 2.8 Liter V6 200 Horse Power
4D Sedan GL 1.8 Liter 4 Cycle Turbo
VOLVO
S80 4D Sedan T6 2.8 Liter 24v L6 twin-turbo

2.8 Liter 24v L6 twin-turbo

*V8 stands for 8 Cylinder V Engine
**V |2 stands for 12 Cylinder V Engine
**x2D stands for 2 Door
**x*4D stands for 4 Door

Setting Rates for Comprehensive Coverage
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5 INSURANCE LOSSES FROM MOTO]
POLICIES DURING 2003

HICLE COMPREHENSIVE

This section describes the losses incurred by msurance companies in 2003 from: pohcxes
provndmg motor vehicle comprehensive: cqym" Alse described are insurance, rental

Specifically, the following topics are ex:
» The number of comprehensive. clams Al by insurers during 2003
« The proportion of comprehenswe clahmthat were caused by motor vehicle theft

« The dollar losses sustained by repo rting f-iﬁswance companies under
comprehensive coverage -

« The total dollar losses under compr !

ehensive policies attributable to theft and the
proportion of all comprehenswe losses

ttributable to vehicle theft
o The net dollar losses due to vehicle Iheft
« The amount recovered by insurers- thl‘bugh the sale of recovered vehicles and parts

» The proportion of these dollars rewvawd whlch is attributed to thefts of whole
motor vehicles

« The number of comprehensive claims and the amounts paid by insurers for
designated high risk vehicles o

Each of these topics is considered in the sections which follow.

Under paragraphs (d)(2)(i) and (d)(2)(ii)(A) of. the Reporting Requirements, insurers
indicated the total number of comprehgnsive. claims which were paid durmg 2003-and the
number of these claims which resulted from a t'heft

The total number of comprehensive claims paid by each company is presentéd in Table 7.

The number of comprehensive claims paid by the different reporting companies during
2003 ranged from just over 6500 to over 5 million.

Insurance Losses from Comprehensive Policies . MYI Consulting, Inc.
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5.1.1 Table 7. Number of Comprehensive Claims Paid By Reporting Ins. Co. (20031

Insurer All Vehicles Commercial
Allstate Insurance Group Not Reported Not Reported
American Family Insurance Group 348,819 Not Reported
Auto Club (Michigan) Not Reported Not Reported
California State Auto Association 212,332 Not Reported
CNA Insurance Group 178,904 Not Reported
Erie Insurance Group 201,930 Not Reported
Hartford Insurance Group 194,945 6,509
Metropolitan Life Auto and Home 225,917 Not Reported
Group
New Jersey Manufacturers Group 8,780 Not Reported
Progressive * *
Travelers Insurance 124,692 Not Reported
State Farm 2,893,579 15,812
Kentucky Farm Bureau 30,952 Not Reported
Farmers Insurance Group 586,090 Not Reported
Total: 5,456,567 22,321

* confidential

In total, 5,456,567 comprehensive claims were paid by these companies during 2003 for
all types of vehicles.

The commercial vehicle data on Table 7 includes vehicles designated by the insurance
companies as either: commercial with no information as to type of vehicle; or vehicles
designated as either light or heavy trucks, with no indication that they are commercial
vehicles. The assumption was made that light or heavy trucks should be included in the
commercial category with the truck notation appended.

Whereas comprehensive claim totals are presented in Table 7, provided by the insurers,
Table 8 indicates the number of comprehensive claims paid by each company during
2003 which resulted from a theft. The number of these claims paid by the various
companies ranged from 177 to 179,347 theft claims.

Insurance Losses from Comprehensive Policies MYI Consulting, Inc.
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ALFA Insurance Comp, ni B
Allstate Insurance Group ™ Not Reportgd:'
American Family Insurande ‘ Not Reported
Group B
Auto-Owners Insurance thg' Not Reported
California State Auto Associtio Not Reported-
CNA Insurance Group Not Reported
Erie Insurance Group =~ Not Reported
Farmers Insurance Group Not Reported
Hartford Insurance Group 177
Kentucky Farm Bureau =~ . 337 Not Reported
Metropolitan Life Auto and Home {  .6773 Not Reported
Group , N -
New Jersey Manufacturers Grblgp Not Reported
Progressive ; *
Southern Farm Bureau , 357 0o
State Farm ' Not Reported
Tennessee Farm Bureau . ..} . 3 240
Travelers Insurance | Not Reportéd

* confidential

A total of 5,456,567 claims of all reported ¢t of ]ive claims paid by 16 out of the 17
reporting insurance companies were the result:

e theft of a motor vehicle or the theft
of its contents or components. Progresswe { clauns were not included in Table 8.
The total of all comprehensive claims rép

tod - ,,as‘55;456 567 and the total theft’ clanns
was 328,665 sl

Five rental and leasing companies, Avis, Bud'ggtt',"\l)ollar Thrifty Automotive Group, The
Hertz Corporation, and U-Haul reported thefts totaling 9,859. (Table 9)

*Progressive did not report.

Insurance Losses from Comprehensive Policies.. = - MYI Consulting, Inc.
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5.1.3 Table 9. Number of Thefts Reported By Leasing Co. (2003)

Insurer All Vehicles
Avis 2,124
Budget 840
Dollar Thrifty Automotive Group 1,752
The Hertz Corporation 1,877
U-Haul 3,266
Total: 9,859

5.1.4 Proportion of Theft Claims Due to Vehicle Theft

Under paragraph (d)(2)(ii)(B) of the NHTSA Reporting Requirements, insurers indicated
their estimate of the amount of theft claims paid during 2003, which resulted from the

theft of motor vehicles. This classification excluded claims resulting solely from the theft
of vehicle contents or components.

5.1.5 Table 10: Proportion of Theft Claims Paid Due to Vehicle Theft (2003)

Insurer All Vehicles Commercial
ALFA Insurance Companies N/A N/A
Allstate Insurance Group N/A N/A
American Family Insurance Group N/A N/A
Auto-Owners Insurance Group N/A N/A
California State Auto Association N/A N/A
CNA Insurance Group N/A N/A
Erie Insurance Group 1.36% N/A
Farmers Insurance Group 3.50% N/A
Hartford Insurance Group N/A N/A
Kentucky Farm Bureau 1.10% N/A
Metropolitan Life Auto & Home N/A N/A
Group
New Jersey Manufacturers Group N/A N/A
Progressive * *
Southern Farm Bureau (Ark) N/A N/A
Southern Farm Bureau (Miss) 22.28% 9.09%
State Farm N/A 18.30%
Tennessee Farmers Bureau N/A N/A
Travelers Insurance N/A N/A

* confidential

Insurance Losses from Comprehensive Policies
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These estimates are presented in Table 10. Thg PG
from the theft of motor vehicles varied by com
percent.

portion of theft claims which resuited
0y and ranged from 1.10% to 22.28%

t of-all theft claims paid by the 16
t these 16 companies the total
‘laims that arose from a theft.
ile thefts experienced by insurers
rs.‘did not prov1de a percentage

Overall, motor vehicle theft accounted for 62.4 pércer
insurance companies which provided these -estin
number of vehicle thefts was 328,665 out
These totals do not accurately depict the niifi

Under paragraph (d)(2)(iii) of the NHTSA:-Report]
the total payments issued to pohcyholdets ’
comprehensive coverage. : :

ng-Requirements, insurers identified
g 2003 for claims ﬁled under

The monetary losses under comprehensive coyerage are presented by company in Table
11. These losses varied from over 10 million to over 3 billion dollars. The combined
comprehensive losses for the companies reporting this information totaled over 5.8
billion dollars for all vehicles and over 52 mlllmn fﬂr commermal vehicles.

ALFA Insurance Companies 9.00 i
Allstate Insurance Group N/A
American Family Insurance N/A
Group
Auto-Owners Insurance Group N/A
California State Auto Association | $133 N/A
CNA Insurance Group Y 931 N/A
Erie Insurance Group 19 505 .00 N/A
Farmers Insurance Group [$ 196:831,554.00 N/A
Hartford Insurance Group | .$135,828,546.00 | $7,394,367 OQ
Kentucky Farm Bureau , @9 461,00 N/A -
Metropolitan Life Auto and 5156 733,331.30 NA |
Home Group
New Jersey Manufacturers Group @,537,22560 N/A
Progressive ) . *
Southern Farm Bureau (Ark & | $53,967,160.17 N/A
Miss) L '
State Farm $21,716,683.00
Tennessee Farmers Bureau $23,617,204.35
Travelers Insurance '

* confidential
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5.3 Losses Due to Theft

Under paragraphs (d)(2)(iv)(A)(1) and (d)(2)(iv)(A)2) of the NHTSA Reporting
Requirements, insurance companies indicated the total payments issued to policyholders
during 2003 as a result of theft and the percentage of all theft loss payments due to thefts
of motor vehicles.

5.4 Insurer Losses Due to Theft

Table 12 illustrates reported theft and vehicle theft losses during 2003 by insurance
company. The theft losses varied from approximately $2,500,000 to over $624 million. In
total, these companies reported theft losses of just under $1.2 billion during 2003.

5.4.1 Table 12: Theft Losses Paid by Reporting Ins. Co. (2003)

Insurer All Vehicles Commercial
ALFA Insurance Companies $3,000,384.00 N/A
Allstate Insurance Group $2,566,098.71 N/A
American Family Insurance $33,634,789.41 N/A
Group
; Auto-Owners Insurance Group $14,449,808.79 N/A
| California State Auto $39,663,536.59 N/A
3 Association
CNA Insurance Group $3,651,890.00 N/A
: Erie Insurance Group $12,858,164.00 N/A
Farmers Insurance Group $149,867,871.00 N/A
Hartford Insurance Group $21,971,911.00 " | $1,371,793.00
Kentucky Farm Bureau $2,811,975.00 N/A
Metropolitan Life Auto and $28,809,763.43 N/A
Home Group
New Jersey Manufacturers $11,154,163.06 N/A
Group
Progressive * *
Southern Farm Bureau (Ark & $2,848,952.93 N/A
Miss)
State Farm $624,807,418.00 | $21,716,683.00
Tennessee Farmers Bureau $4,790,814.00 $2,274,804.06
Travelers Insurance $18,870,125.00 N/A
Total: $1,178,509,780.92 | $25,363,280.06

* confidential
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5.5 Proportion of Theft Losses Due to Vehicle > Theft

Table 13 presents the proportion of thcft;!g
estimated by each insurance company: THs

total vehicle theft losses
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1at attnbuted to vehicle theft as
s-differed between wmpm:egwim

Insunr

ALFA Insurance Compames

Allstate Insurance Group

American Family Insurance
Group

Auto-Owners Insurance Group

California State Auto Association

CNA Insurance Group

Erie Insurance Group

Farmers Insurance Group

Hartford Insurance Group

Kentucky Farm Bureau

Metropolitan Life Auto and Home
Group

New Jersey Manufacturers Group

Progressive

Southern Farm Bureau (Ark &
Miss)

State Farm

Tennessee Farmers Bureau

Travelers Insurance

* confidential

e GTO“P’ Farmers Insurance Group,
ju, Metropolitan Life Auté:and ‘Home

Hartford Insurance Group, Kentucky ;
Group, New Jersey Manufacturers Gro) sive Group, Southern Farm' Bureau
(Ark & Miss), State Farm, Tennessee ¥ , and Travelers Insurance reported
vehicle theft losses and theft losses as wéllsascomprehenswe losses in dollars in 2003.
The total losses for these companies were: $1,178,509,780.92 for vehicle theft and
$5,879,410,961.60 for comprehenswe These values are only as accurate as the data that
was obtained from reporting companies who reported this information.

Insurance Losses from Comprehensive Policies- - MYI Consulting, Inc.
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5.6 Vehicle Theft Losses Reported by Rental and Leasing Companies

The losses sustained by rental and leasing companies during 2003, as a result of theft,
were reported by two companies, Dollar Rent-A-Car Systems, Inc. and Thrifty Car

Rental, as shown in Table 14.

5.6.1 Table 14: Vehicle Theft Losses Paid by Reporting Leasing CO (2003

All Vehicles

Alfa Insurance Company Not Reported
Allstate Not Reported

American Family Insurance Group $33,634,789.41
Auto Club Michigan Not Reported
Auto Owners Not Reported
Avis-Budget Not Reported

California State Auto Association $39,663,536.59
CNA Insurance Group Not Reported
Dollar Thrifty Automotive Group Not Reported

Erie Insurance Group

$12,858,164.00

Farmers Insurance Group

$42,581,609.00

Hartford Insurance Group

$21,971,911.00

Hertz Not Reported
Kentucky Farm Bureau $2,811,975.00
Met Life $28,809,763.43
New Jersey Manufacturing Group $10,857,618.00
Progressive *

Southern Farm Bureau (Ark)

$53,967,160.17

Southern Farm Bureau (Miss) Not Reported
State Farm $3,081,032,874.00
Tennessee Farmers $27,569,028.35
Travelers $47,218,251.00
U-Haul Not Reported

* confidential
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5.7 Net Losses Due to Vehicle Theft ,
R '
Under paragraph (d)(2)(iv)(B) of the NHT '

leasing companies specified the net loﬂ
theft. )

Reporting  Requirements, 12 ingurers and.0
; ing 2003 as a res jt of %hlcle

5.8 Dollars Recovered by Insurers throuph the:Sale

In response to paragraph (d)(2)(v)(A) of the : g'Requirements inéurcrs indicated

not attached to the vehicle, or othet” f.{ ( ;‘37after having already pala their
policyholders. )
/ By insurer in Table 15. These statistics
vidual insurers recovered amounts up

The amounts recovered during 2003 arq sen
were provided by 10 insurance companies. The:
to $114.3 million. Companies reporting undar-
approximately $134,414,654.56 in 2003.

The 2003 report findings show a substantm_l mcme;m'the dollars recovered by insurers

through the sale of recovered vehicles. and:
insurers’ through the sale of recovered
$134,414.654.56 for the 2003 reporting pe
is believed that this increase was pritharily e result of new financial mformatlon

provided by the State Farm Insurance Gmf Q},}Aﬂu; reporting penod that was not
provided for the 2002 reporting period. - ,

ifically, the dollars recovered by
. parts substantially increased to

d vehicles, major parts recovered

“requirement recovered- a total of -

ompared to $43,063,865 for 2002. It .

ALFA Insurance Company
Allstate
American Family Insurance Group | %" N/A
Auto Club Michigan c ~ NA
Auto Owners ' 1 .. NA . NA
Avis | .. NA ~ NA
California State Auto association ~ N/A N/A
CNA Insurance Group ‘ " 1,569,503.00 N/A
Dollar Thrifty Automotive Group o N/A -~ N/A
Erie Insurance Group a 1,705,750.00 N/A
Farmers Insurance Group o N/A N/A
Insurance Losses from Comprehensive Policies: ~ MYI Consulting, Inc.
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Hertz N/A N/A
Kentucky Farm Bureau 819,396.00 N/A
ALFA Insurance Company 387,049.00 N/A
New Jersey Manufacturing Group 932,440.35 N/A
Progressive * *
Southern Farm Bureau (Ark) N/A N/A
Southern Farm Bureau (Miss) N/A N/A
State Farm 114,321,847.00 N/A
Tennessee Farmers 46,350.06 N/A
Travelers 1,978,712.00 N/A
U-Haul N/A N/A

* confidential

5.8.2 Table 16: Total Number and Amount of Claims for Premium Penalty Vehicles

(344.6(d)(2)(vii))

.....

200 Acura RST 15 37,003.19
2003 Acura RSX 12 2,690.78
2003 BMW M3S 12 3,952.50
2003 Dodge SRS 14 7,599.83
2003 Dodge SSE 39 23,581.14
2003 Dodge STS 1 121.19
2003 Dodge STX 19 32,964.00
2003 Honda S2000 7 3,699.32
2003 Honda UAX 122 80,764.95
2003 Honda UucCD 7 6,935.03
2003 Honda UCL 143 77,915.80
2003 Lexus IS3 7 2,383.99
2003 Mitsubishi ECG 20 38,464.56
2003 Mitsubishi EGS 42 56,966.03
2003 Mitsubishi ERS 10 5,972.15
2003 Mitsubishi GTS 30 13,776.69
2003 Mitsubishi SGS 11 5,690.23
2003 Mitsubishi STS 17 10,340.66
2003 Nissan MGL 49 59,972.84
2003 Nissan MGS 22 6,828.26
2003 Nissan 3ZC 49 37,132.78
2003 Subaru WX 38 64,725.83
- Total: SR - $579,481.75

Insurance Losses from Comprehensive Policies
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0 Yehicle The,

Responding to paragraph (d)(2)(v)(B) of the N} BB

, epotting Requirements, msurefs .
provided estimates of the percentage of afl-do vered through the sale of .~ *

recovered vehicles, components or contents in 2003 {pr
{d)(2)(v)(A)) which directly attributed to th
the insurers indicated how they arrived at thst ;

vided under paragraph ; -~
1e,motor vehicles. In addman. :

Wzt

Table 17 presents estimates by insurance comp )
dollars recovered arising from vehicle ﬂ)ﬁfts' y
all dollars recovered through the sale of recov

. The pstlmates of the propoftion of
,75135 percent to 100 percent of -
éle’&' contents or componénts. .

* All Vehicles
Alfa Insurance Company : 99% - N/A
5 Allstate , . $253,570.97 O NJA
American Family Insurance Group B $10,285,596.53 - N/A
Auto Club Michigan e . N/A . NIA
Auto Owners e . NA . NIA
Avis N . N/A O N/A
California State Auto Association . | N/A - N/A
CNA Insurance Group b s 6.35% . NIA
Dollar Thrifty Automotive Group = N/A ~—NA
Erie Insurance Group o] 100% - N/IA
Farmers Insurance Group RS j N/A 1 NIA
Hartford Insurance Group  * =~ ~ N/A 13 N/A
Hertz T N/A T N/A
Kentucky Farm Bureau Cle 17.80% | N/A
Met Life R -~ 98.83% L. N/A
New Jersey ManufacturingGroup =~ | .- 98.60% o -NJTA
Progressive R * %
Southern Farm Bureau (Ark) = . = N/A O N/IA
Southern Farm Bureau (Miss) = |© ¢ N/A - NIA
State Farm o 1 20.30% - NIA
Tennessee Farmers ey 100.00% 15 NIA
Travelers ot ~ NI/IA " NIA
U-Haul o N/A - N/A
* confidential
Insurance Losses from Comprehensive Policies: - - MYI Consulting, Inc.
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The intention was that estimates offered by the insurers were obtained by dividing the
dollars recovered from vehicle thefts by the dollars recovered from all thefts. Two
estimates provided percentages of the dollars recovered relative to other totals.

5.10 Comprehensive Claims for High Risk Vehicles

Under paragraph (d)(2)(vii) of the NHTSA Reporting Requirements, insurers were
requested to identify the number of comprehensive claims and the amounts paid for
vehicles designated as posing a high risk of theft.

As noted in Section 4, almost all of the reporting insurers indicated that they did not
specifically designate lines for premium penalties on the basis of theft potential. Two
companies, California State Automobile Association and American Family Mutual,
identified high risk vehicles, and the number of claims for these vehicles and the amounts
paid during 2003.

The California State Automobile Association considers three categories of high theft risk
vehicles. The number of claims and dollar amounts paid during 2003 for each category
are as follows:

ik

High Exposure 9,153 $11,074,575

*Select 0 $0
Limited 59 $101,399

*The “Select Vehicle” classification was eliminated in a rate change effective 5/1/96.
There is no loss data incurred in calendar year 2003 on vehicles with policies effective
prior to 5/1/96 and with the old “Select Vehicle” classification.

Insurance Losses from Comprehensive Policies MYI Consulting, Inc.
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6 PROGRAMS TO REDUCE COMPR ‘mz PREMIUMS DUMNGW

This section describes programs undertak'ml by:iistrers to reduce comprehensi‘Ve rates
due to a reduction in vehicle thefts. This info was supplied under paragraphs(e)
and (f) of the NHTSA Reporting Requlremeﬂxs 'imd'indudes

« Actions taken to reduce rates due to a redyction in motor vehicle theft_sf; (paragraph
(e), Section 33112 (¢) (D) of Chapw"",SS T CF

o The conditions to be met to recewe ﬂ@ e ,miréduction (paragraph (€)(1),
Section 33112 (c) (D) of Chapter 331) V

» The number of vehicles and pohcyhel mcewmg these rate reductlons
(paragraph (e)(2), Section 33112 (ﬁ)

« The difference in average comprehensxf prelmums between those reoeivmg

reductions and those who did not (pamgt (e)(3) Section 33112 (c) (F) of
Chapter 331). 4

¢

o The spec1ﬁc criteria used by the i msurer to detcrmme if a vehicle is ellglble for a
premium reduction if equipped with one or more anti theft devices (paragraph
(H(1), Section 33112 (c) (F) of Chapter\.’!?rl)

#s.;w}ixch received a premﬁim
qualtf}'mg anti theft device (paragraph
31).

« The total number of thefts in 200
reduction since they were equipped w
(£)(2), Section 33112 (c) (F) of Chapt

U

« The total number of recovered vehxcleﬁ wl),;ch received a premium reduction for
an anti theft device (paragraph (f)(3) Sectum 331 12 (c) (F) of Chaptet 331).

These topics are discussed in the sections. whleh%féllbw

Programs to Reduce Comprehensive Premiums . .- MYI Consulting, Inc.-
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6.1 Insurer Actions To Reduce Comprehensive Rates And The Conditions To Qualify For
Rate Reductions

The majority of the insurers indicated that they do not employ rating procedures
specifically aimed at reducing comprehensive rates for a given motor vehicle line based
on a determination that the theft rate for the line has been reduced.

Existing rating procedures generate lower rates for all passenger cars in a rating territory
when comprehensive losses or combined comprehensive and collision losses for the
territory are reduced. Rates are most often lowered when a justified reduction in losses
without the cause of the loss being specifically considered. It was indicated that while the
theft portion of the comprehensive premium is based upon the actual experience of each
make and model, it is possible that the theft rate may decrease while the overall
comprehensive rate increases due to other losses and changes in the relative value of the
vehicle. Four companies (CNA, Farmer’s Insurance Group, Southern Farm Bureau, and
State Farm).indicated that motor vehicles less likely to be stolen will be assigned a lower
symbol than it would receive based on the MSRP (Manufacturer’s Suggested Retail
Price) resulting in a lower premium. The relative loss experience, or relative value
assigned by the industry, must be such that a reduction in combined comprehensive and
collision insurance premium is actuarially justified. Some insurers indicated, that the
conditions to be met to receive such a reduction were “ISO supplied”, or based on the
Vehicle Series Rating Program.

Kentucky Farm Bureau responded that if an improved experience develops within a
rating territory, all vehicles insured within the territory would receive an equivalent rate
change.

Several of the insurers indicated that they employed credits, comprehensive premium
discounts, or waiver of the comprehensive deductible for passenger cars equipped with
some form of theft deterrent (anti theft) device or marked parts. These devices or
markings include:

« A device which will disable the vehicle by making the fuel, ignition or starting
system inoperative. Active disabling devices require a separate manual step to
engage the device; whereas, passive disabling devices do not require a separate
manual step to be engaged.

« Hood locks which can be released only from inside the vehicle.

« Window Glass Etching

o Alarm

« Original equipment anti theft devices or marked parts

To receive a discount on comprehensive coverage premium, the insured must file an
application for discount identifying the type of anti theft device.

Programs to Reduce Comprehensive Premiums MYI Consulting, Inc.
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6.2 Number of Rate Reductions Issued in 2003 .

Table 18 identifies the number of vehicles and policyholders which received premium
reductnons during 2003. Informatlon was supph y' 7 of the companies whlc‘h lsslied

The information available indicates that 3 959 OQO (pohcyholders and 4,256, 287 veh;cles
insured by reporting companies reoelved ptexmuﬁrréduetions during 2003. Tlre B

ALFA Insurance Compmiﬁy | 188,901 188,901
Allstate ook b 128,006 - N/A
American Family Insurance Group Coet 1 307,846 1,105,634
Auto Club Michigan ’ N/A N/A -
Auto Owners , N/A N/A
Avis R | N/A N/A
California State Auto Association =~ N/A N/A
CNA Insurance Group - 1658 N/A
Dollar Thrifty Automotive Group =~ N/A N/A |
Erie InsuranceGroup . | N/A N/A .
Farmers Insurance Group o N/A - N/A
Hartford Insurance Group =~ 1,174,088 932,058
Hertz N/A N/A
Kentucky Farm Bureau o=, 1 134,366 134,366 .
Met Life T T 364901 609,447
New Jersey Manufacturing érogp ... | NA N/A
Progressive o * L *
Southern Farm Bureau (Ark) . ' N/A N/A
Southern Farm Bureau ( Miss) .©... = . N/A N/A
State Farm N/A N/A
Tennessee Farmers N/A - N/A
Travelers ’ N/A N/A
U-Haul N/A N/A
Total | 4269287 | 3,959,090

* confidential

Programs to Reduce Comprehensive Premiums - MYI Consulting, Inc.
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Difference in comprehensive Premiums Between Policyholders with and without rate
reduction (2003)

Alfa Insurance Company N/A 10%
Allstate N/A N/A

American Family Insurance Group N/A 5-20%
Auto Club Michigan N/A N/A
Auto Owners N/A N/A
Avis-Budget N/A N/A
California State Auto Association N/A N/A
CNA Insurance Group N/A 3%
Dollar Thrifty Automotive Group N/A N/A

Erie Insurance Group N/A 5%-10%

Farmers Insurance Group $33.00 N/A
Hartford Insurance Group N/A N/A
Hertz N/A N/A
Kentucky Farm Bureau $4.64 N/A
Met Life N/A 4%

New Jersey Manufacturing Group N/A 5-25%

Progressive * *

* confidential

6.3 Size of Discounts Offered by Insurers

Eight insurance companies provided information on discounts for vehicles equipped with

an anti theft device. The percent discounts ranged from 5 to 25%.

« 5 percent discounts for non-passive devices
o 10 percent discounts for vehicles equipped with an alarm or active disabling

devices

« 5 percent discounts for passive disabling devices
» 10 percent discount for window identification system
« 15 percent discount with vehicle recovery system

« N/A percent discount for the Combat Auto Theft (CAT) Program*

« N/A percent discount for military installation garaging

The remaining 15 companies did not provide information on discounts for anti theft
devices. These companies are: Allstate, Auto Club of Michigan, Auto Owners, Avis-
Budget, California State Auto Association, Dollar Thirty Automotive Group, Hartford
Insurance Group, Hertz, ISO, Southern Farm Bureau (Ark and MS), State Farm,

Tennessee Farmers, Travelers, U-Haul.

Programs to Reduce Comprehensive Premiums
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The Combat Auto Theft (CAT) Program
Residents voluntarily register their pe;g 1),
registered, they receive a CAT Program
vehicles rear window which gives law e
of the vehicle during the hours of 1:00 aﬁ; X
stolen. =

12 lfymg device, the hlg,hest single

When a vehicle is equipped with more than oite.aL
) do ‘allow a combined dlieountof up

ellglble dlscount applnes some msurance (

Eight companies offered a reduction in’ rates for utomoblle comprehensive mverage to
policyholders for vehicles equipped w1th de aif theft. deterrent devices af;d spemﬁed
acceptable devices. ’

Some insurers indicated that these reductions were nqt voluntary and were of@red only in
states which they were required by law 'such as ﬁigan State Farm cited discounts in
thirteen such states. GEICO discounts ‘in 45 states, plus the District of: Columbia. A
variety of hood and ignition locks, alarms fpgs ive or active disabling devices, and fuel or
ignition cut-off systems were cited by the irisurefs-as qualifying for the dlsco;mt Typical
devices cited by the insurers for this purpose are identified in “fable 20.

Programs to Reduce Comprehensive Premiut:ns‘ MYI Consulting, Inc.
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6.4.1 Table 20. Typical Devices Qualifying for Anti Theft Credits

« Ignition or starter cut-off switch

« Passive ignition cut-off switch

« Non-passive or passive operated alarm

» Passive collar or shield for steering column

« Alarm activated by door, hood or trunk sensor or the former plus a hood
restraint and backup battery.

- Armored cable or electrical operated hood lock and ignition cut-off switch

» Non-passive or passive disabling device

» Passive alarm system which includes a motion detection device

» Non-passive externally or internally operated alarm

« High security ignition replacement lock

» Passive or non-passive fuel cut-off system

« Passive ignition cut-off system or a passive ignition lock protective system

« Window identification system

« Non-passive steering wheel lock or steering wheel removal lock

« Vehicle recovery system device

« Steering column armored collar

« Passive time delay ignition system

« Combat Auto Theft (CAT) program

» Microchip key

« Emergency handbrake lock

« Hydraulic brake lock device

o Car transmission lock

o Alarm only device

» Passive multi-component cut-off switch

» Passive computer based system that disables the starting, ignition and fuel
circuits when tampering of the steering column is detected

« Armored ignition cut-off switch

» Both a hood lock and alarm only devices, or active disabling devices, or passive
disabling devices.

 Passive alarm that sounds an alarm, causes the vehicle horn to sound, lights to
flash, and/or causes the vehicle to be rendered inoperable.

» Non-passive internally operated alarm also equipped with a forced action
prompter

» Anti-hot-wiring circuit

« Glass sensor, vibration sensor, motion sensor, or ultrasonic sensor

« Participation in an Anti Theft Program

. Military installation garaging

« Hood restraint

Passive alarm with a hood locks, or equipped with a redundant starting means
Note: Not all devices are recognized by all companies that offer anti theft device credits.

Programs to Reduce Comprehensive Premiums MYI Consulting, Inc.
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Three of the insurers identified the numbet
subject to a premium reduction for anj
for these vehicles was provided by 2 of et

iled during 2003 for stalen vehicles
.théft device. Recovery 4nformation

. Table 21. A total of 211,843 thsfts of

This theft and recovery information is pre: ! 1,943 thefts
’ je drisurers in 2003. The total amount

vehicles with anti theft devices were repop
of vehicles reported was 4,311 with antith

i
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7 INSURER ACTIONS TO ENCOURAGE REDUCTIONS IN
VEHICLE THEFTS DURING 2003

PRPNEIPR IR IR VERC PRI PR SHRUEVS SR P

The Insurer Actions to Encourage Reductions in Vehicle Thefts during 2003 section
captures actions taken by insurance, rental and leasing companies to promote the
reduction of motor vehicle theft. It also entails company policies regarding the use of
used parts and precautions taken to identify the origin of used parts.

7.1 Actions to Assist Reduction in Vehicle Thefts

In paragraph (g)(1) of the Reporting Requirements, insurers were required to identify a
variety of actions taken to assist in deterring or reducing thefts of motor vehicles. Insurers
also identified why they believed these actions would be effective.

Actions cited by insurance companies to deter or reduce thefts include:

1) The National Insurance Crime Bureau (NICB), a membership in organization, includes
financial support and the exchange of information on stolen vehicles. Insurers typically
contact the NICB with 24 to 48 hours of being notified of a vehicle theft to help identify
fraudulent claims and track the Vehicle identification Number (VIN) of stolen vehicles.
This information is used to hinder efforts of the unlawful reselling, re-titling and
reinsuring of stolen vehicles.

2) The Provision of incentives to policyholders to promote use of theft deterring
techniques to reduce vehicle theft. These incentives include rate reductions for vehicles
equipped with anti theft devices (ATD) and programs providing free VIN etching on
glass and other parts. VIN Part etching is purposed to reduce the ability of a stolen
: vehicle or its parts to be sold. Several companies specifically mentioned VIN etching.

3) Advertising cash reward programs for information, which lead to the arrest and
conviction of motor vehicle criminals. A policy such as this is seen as effective,
particularly in rural areas. Insurers also present awards to individuals who excel in efforts
to deter thefts and enhance recoveries.

4) State Farm believes that the retirement of titles would diminish the potential for VIN
switches and resale of stolen motor vehicles. State Farm has supported legislation that
permits the retirement or cancellation of motor vehicle titles, with disposal of salvage by
bill of sale, in those cases in which the salvage cannot, or should not, be rebuilt. Title
retirement/cancellation is allowed in about a third of the states.

State Farm participates in several organizations, which are dedicated to reducing motor
vehicle theft. Participants exchange ideas and information, develop policies and
procedures which aim to prevent traffic in stolen parts, and the education of their
investigators as to theft investigation techniques. These organizations include the
Midwest task Force, (concerned with title laws), the International Association of
Automobile Theft Investigators; The Western States Association of Theft Investigators

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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and the NICB. On a limited basis, State: Barm'hik }
and investigative bodies for use in underct &ft investigation. They Believe such
action is needed in order to support the effons w enforcement agents whose purpose
is to stop theft rings and fencing operatxons whichﬁeal in stolen vehicle parts C

provided vehicles to law enforcement

5) American Family Insurance Group:- encgur mployee participation ‘in different
industry organizations dedicated to comb; sl¢ theft and other insurange fraudl (i.e.
the Vehicle Theft Task Force and the Wlscon.sw lnterstate Fraud Network). American
Family Insurance promotes and encourages mpm ining dialogue with other members of
the insurance industry dedicated to eliminatingissich fraudulent practices.

6) California State Automobile Assocmwn” CSAA) publishes articles com;emmg auto
theft prevention in the CSAA magazine."CSAA 1@ :iBVes that public awareness is thé most
effective means of prevention. A VIN ewhing piogram is offered to members. Members
in the San Francisco Bay Area who own select automobiles will be able to have the
vehicles’ VIN number etched on all- windows 4s & deterrent to theft.: CSAA ‘has
implemented the necessary software needed. to participate in the NICB VIN Assist
Program. This software program checks " the¥IN ‘number agamst its "iiatabase to
determine if the recovered vehicle is the cortect avéhlc]e

CSAA assists law enforcement agencies at evat%oppormwty, presenting awards to‘those
officers who excel in their efforts to detér thefts: a’& etthance recovery. Presentations and
news releases to the media related to auto theft #re submitted and a “Tips for Preventing
Car Theft” fact sheet has been produced for medxa publlcatxon

CSAA is a member of the NICB which-is most effectlve in their efforts to pi;event thefts
and affect recovery. CSAA exchanges data eiemomoauy with NICB on a dalfy basfs.

7) Farmers Insurance Group participates in-arti- {,heft activities such as the HEAT (Help
Eliminate Auto Theft) program. A 24 hour hotllm: is provided where individuals can
report the theft of motor vehicles; there is also the potential to receive a reward. Farmers
Insurance Group also lends assistance to 1ocal 14 enforcement agencies copcerning the
prosecution of fraud cases to reduce autormobileisft problems. Farmers Insuranoeﬁfoup :
is an active member of the NICB. They have supphed salvage vehicles for undercover
operations which have resulted vehicle cmmnal arrests

Farmers Group, Inc. also utilizes two auto: VIN Markmg programs in all states except ,
Illinois, Texas and Michigan. In this program, thie: wmprehenswe deductible’(up t0$250)
will be waived in the event of a total loss dug:to theitheft of the vehicle if the vehicle has
the VIN etched on all windows and glass or #iffixed directly to the vehicle's key metal
components.

8) Travelers Insurance Agency is mvolved in & tmmber of areas, which is: beheved to
assist in the reduction or deterrence of motot-velicle thefts:

Travelers report all theft and recovery infarmatiﬁn to the NICB where a database of all
prior and current theft, recovery and total loss ﬂat& is maintained. This database allows ‘

Insurer Actions to Reduce Vehicle Theft - MYI Consulting, Inc.
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3 insurers and law enforcement agencies to share data and foil attempts by individuals to
report the same vehicle as stolen more than once. It also hinders attempts by car theft
rings to sell stolen parts which are VIN stamped for use on other vehicles or to purchase
¢ previously totaled vehicles in attempts to insure them and report fraudulent theft claims.

Travelers Insurance Agency is working closely with the Insurance Fraud Bureau (IFB)
and local, state and national law enforcement agencies to report and prosecute fraud in
auto theft.

Travelers established a Special Investigative Unit (SIU) in the mid 1980's to respond to
the growing trend in insurance fraud. The SIU currently has approximately 200
investigators to investigate fraud. SIU partners with each local field office to uncover
fraud. Historically, the SIU has been staffed mostly by former law enforcement personnel
who possess extensive investigative skills prior to their employment with Travelers.

Travelers claim and underwriting personnel are encouraged to participate in seminars
L sponsored by local law enforcement agencies. Seminars allow Travelers employers to
i obtain information and ideas to pass along to their policyholders to help them prevent the
: theft of their vehicles. The free exchange of ideas and experiences between insurance
personnel and law enforcement officers creates an awareness to pass on to policyholders
in preventing or reducing theft claims.

9) Southern Farm Bureau has established a cash reward program for information leading
to arrest and conviction of persons committing arson or theft to a Farm Bureau member’s
residence. This reward is advertised in local newspapers and on signs posted on the
premises. The company feels this practice has been particularly effective in rural areas.
Southern Farm Bureau requires all theft losses are to be reported to the local law
enforcement. They conduct an investigation of each loss as well as follow up with the
local law enforcement for progress reports.

10) CNA established a Special Investigations Unit (SIU). They, as a corporation, through
their underwriting and claim operations, participate with several anti-car theft committees
and law enforcement agencies in public awareness and education programs concerning
the problem of vehicle thefts. CNA strongly supports the Motor Vehicle Theft Prevention
Councils and has loaned vehicles to multi-jurisdictional task force operations who pro-
actively investigate individuals involved in organized motor vehicle theft activities.
CNA’s Jay Williams, Vice President, Investigative Options, has been invited on several
occasions to attend the annual meetings of the Illinois Motor Vehicle Theft Prevention
Council and has provided testimony concerning the impact of motor vehicle thefts on the
insurance industry.

CNA is strongly committed to identifying, investigating and defending against fraudulent

claims. This commitment is fulfilled through a teamwork approach integrating their front-
line technicians, claim management, and Investigative Options (10).

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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Currently, there are 100 members of 10, s
major branch offices across the nation; ¢
all automobile theft claims. The following ans
participates in the deterrence and reduction-ofsie ]

ohe. or more investigators i eachof its
Department routinely ifvestiffates
al:actions in which. CﬁA active

A Corporate Claim Policy relating to. thg Loportis g and. control of fraud or grson élaims
has been published and in use since 1983, e S
The public’s awareness that a STU partlmpatcs in clalm investigations is a deterrent to
those engaged in fraudulent activities. e voo E
CNA’s Investigators individually belong ioﬁ nal associations.

-%;QW&I.'CHCSS presentations at iridustry
: palgn and investigative methods

Investigative Option’s staff frequently mal@s’ ‘
fraud symposiums detailing CNA’s Ananra?h

An Investigative Option’s Newsletter, lswmb""b%d"‘for CNA personnel, ‘lnsumd and
agents. Articles include case studies, technis alf /ps._fstatlstacal information - aiid pertment
general information. TR

CNA'’s Investigators frequently meet with oorporate msm'ed to promote frauﬂ awareness
and to train select employees in avmdmg clrcumStances that might 1ead to the
perpetration of a fraudulent claim. : :

11) AAA Michigan has been active in.am : f ﬂ‘m theft programs over the 5 sds that
include: o mhg IR ALY

Theft reward programs:

Claim Investigation unit, with 29 profesSiOxiﬁiﬁ'~‘ plus support staff, invéstigates all
suspicious thefts reported to Auto Club Group '

All staff of the investigative unit takes- paI:t m pa& or more professional antl théﬁ/ann
fraud associations

Twenty-five loaner vehicles for federal and looal law enforcement undercover effoﬁs
Staff assistance to law enforcement and: the I}HGB in theft investigations

Expert witness testimony in court cases -

Extensive public awareness programs mcludmg stamede VIN Etching Program

Co-founder and active participation in the Mwhigmma Theft Campaign Comrmttee

Extensive lobbying efforts for anti theft leglslatlon

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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One of seven members of Governor’s Automobile Theft Prevention Authority which is
responsible for an annual allocation of over $5.5 million in funds for auto theft programs

Education programs for law enforcement officials, and Auto theft awareness training for
ACG claims, underwriting and sales employees.

12) Erie Insurance regularly provides substantive information to its policyholders, agents,
and employees concerning auto theft awareness and prevention through numerous

publications disseminated throughout the year. In legislative areas, the Erie continues to

work aggressively with state programs such as the Auto Theft Prevention Authority in

: Pennsylvania. Lastly, Erie is a member of the NICB. The NICB is active in combating

vehicle theft through their field agents who assist in the identification and recovery of

vehicles. NICB also heavily promotes public awareness of the problems associated with
vehicle theft.

13) The following actions are taken by the New Jersey Manufacturers Group:

J! Education of All Claims Personnel on making claims personnel aware of fraud indicators
and red flags. The New Jersey Manufacturers Group refers the matter to the Special
1 Investigations Unit for investigation which leads to reporting questionable claims to state

authorities and possibly the non-payment of fraudulent claims.

Notices to Insured that their cooperation is necessary to have a claim paid. If
misrepresentation is made by the insured, the claim is denied.

Notices are sent to the insured regarding the company’s anti-fraud position, and how
NJIM Group will report all cases of suspected fraud to the proper state authorities. Notices
are also sent to insured and employees on procedures to follow to prevent car theft.

The company’s special investigation unit is active in working with anti-auto theft
authorities including: NICB, NJ County Prosecutors, the NJ County Anti-Auto Theft and
Arson Task Forces, the Office of the Insurance Fraud Prosecutor, local and state police.
They also work with authorities in other states including the Pennsylvania Office of the
Attorney General, and the New York District Attorney’s Office of the Bronx.

Ongoing Education of Special Investigation Unit Investigators in auto theft investigation
and in vehicle arson.

14) Metropolitan offers discounts for anti theft devices and for involvement in Combat
Auto Theft Programs.

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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7.2 Policy Regarding Used Parts

Under paragraphs (g)(2)(i) and (g)(2)(n) of : the NHTSA Reporting Requlrements
insurance companies identified their pehcieb; ard 10 the use of used pérts #nfl-
precautions taken to identify the origin of-us t5..21 insurance compames spatified
their policies towards the use of used and after market parts to repair damaged vehicles
during 2003. Most of these companies. in they allow and promote the iise of
like, kind and quality (LKQ) used parts pasible to reduce repair gosts: imdlor
expedite completion of the repairs while ag he.insured’s satisfaction; For-some
companics, used parts are used if they-are full gnted in accordance’ with state law
or through their own adjusting company.or ed independent adjustmgzaompames
or if the repair agencies can determine the ougin -*thesc parts.

California State Automobile Association (CSAA) states that they allow utlhzation of
used parts and after market parts in effecting repairs on vehicles. They state that insure
only good quality used parts are allowed of fike; -kind and quality to the vehicles being
repaired. They do not allow the use of used p for vehicle suspension, runmng gear or
any area that affects the safe operation of the vgbjpi&. -

Tennessee Farmers Insurance Company uscs},%us parts on certain model velncles They
locate used parts through salvage dealers: or aufo parts dealers :

The Hartford has no formal policy regardmg the-use of used parts. They encourage the
use of quality parts regardless of brand namé, an@ ghere 18 no preventative measure:taken
to identify the origin of used parts.

CNA promotes the use of used parts in statg,s‘ t-allow repairs to include used parts
provided safety is not a consnderatlon, CN‘ ses as a guideline, LKQ parts and
assemblies will not be used on current model -year vehicles with less than 15,000 miles
unless requested by the policyholder.

CNA uses outside vendors for their entu'e amgd; ge estlmatmg needs. The majority of
their auto estimates are prepared by PDA. . “Mitchell-Ultra Mats” computer
estimating program. The Mitchell-Ultra Mh, tem searches for available:LKQ:parts.
PDA and other approved appraisers call salvage yards directly or utilize salvage yaId
“hotlines” to obtain LKQ parts.

CNA requires the repair facility to follow I-CAR and TechCor techniques for repair.
However, CNA does not police the repair- fn@ihty -as to their record keepmg CNA
understands that, currently, there is legislation in place that requires LKQ suppliers
(salvage vendors) to document major components of vehicles such as front sections, rear
sections, motors, drive Trans and doors, etc. that correspond to the VIN number of a
vehicle. The repair industry (body shops) will maintain/document the part and VIN
number on the repair order, invoice or work order. The insurance industry’s practice is to
audit the paper work when they re-inspect the vehicle at the repair facility. The insurance
industry only reimburses the repair facility or owner of the vehicle and cannot guarantee
the origin of the LKQ parts.

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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Farmers support the use of like, kind and quality (LKQ) in effecting vehicle repairs.

Most of the responding insurers indicated that they dealt only with reputable repair
agencies, used part dealers, licensed salvage dealers, body shops and parts suppliers that
they trust through past experience.

:
§
3
1
4
4
H

State Farm encourages the use of salvage parts in the repair of motor vehicles and
believes that by soliciting used parts from known sources, the opportunities to traffic in
illegitimate, stolen parts will be diminished. It is the policy of State Farm to include in
their repair estimates used parts prices quoted by a recycler who is known to maintain an
inventory of parts obtained from legitimate sources. In most instances, the appraiser
obtains a “part stock number” along with the price quote. State Farm personnel monitors
pool sales and auctions to determine which buyers actively bid for salvage which will be
dismantled for parts. Appraisers are furnished lists of recyclers who should have an
adequate supply of legitimate used parts available. Appraisers contact these recyclers
when searching for used parts.

The indiscriminate placement of orders for used parts through networks may encourage
vehicle thefts to fill requests for those used parts. Some suppliers who respond to these
orders maintain almost no inventory and carry on their business by brokering orders to
other yards as well as to unknown sources. State Farm believes that “chop shop”
operators will be among these unknown sources. Therefore, while brokering may be
perfectly legitimate in many cases, it may also provide an outlet for stolen parts. By
dealing with sources that maintain a substantial parts inventory, State Farm expects to
discourage brokering and to close off the outlet for stolen parts. Where regulations
require, it is the policy of State Farm to limit disposal of salvage by sale to licensed
recyclers or re-builders. State Farm believes that the sale of salvage to authorized buyers
maintains legitimacy in the process of buying and selling used automotive parts. In most
cases, regulated salvage buyers are required to maintain records as to their source of
acquisition. Violators are subject to fines and suspension of license.

In Mississippi, Southern Farm Bureau encourages the use of after-market and LKQ parts
when feasible. The claim representative is responsible for locating these parts and
determining if proper repairs can be made when these parts are utilized. The claims
representative is encouraged to make an effort to identify the person(s) from which these
are acquired and to work with the repair agencies in determining the origin of these parts.

Travelers do promote and allow the use of used and reconditioned original equipment
manufacturer (OEM) parts, which are not safety related to affect the repairs on older
vehicles. Typically, they do not consider used and reconditioned OEM parts unless the
vehicle is more than 1 model year old and has more than 15,000 miles. When a repairable
vehicle meets their criteria for used OEM parts consideration, Travelers appraisers
typically look for reconditioned OEM parts and include them on the estimate for repairs
if the parts are available. The appraiser also lists the source of the reconditioned part on
the estimate to aid the policy holder or the repairer in obtaining the part. Travelers
informs their policyholders that their vehicle may be repaired with OEM used and
reconditioned parts in all cases where these parts are written for the repair of their
vehicles.

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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Travelers Insurance makes every effort toilocate used parts through reputdble shlvage
parts .dealers and body shops. Traveler “their services and redinspegt the
repairer’s work on a number of repaired v ¥-a random basis. Travelés Insﬁrancc
performs frequent evaluations of their operati ing their appraisal staff to’énsure ‘their
integrity. They have 4 Regional Physical Ddmage Managers and 20 re-inspectors located
strategically throughout the country wlto ¢ ‘diligence reviews of salvage yard
and body shop operations. They also peif pections of appraisals, cémplgpd by
direct repair shops, independent and- wsiaﬁif ippraisers that perform work on their
policyholder’s vehicles, to ensure the app‘jjf"'- fhcatxon of their appralsal stagadards
which include the use of used and reconditit _'; '

American Family Mutual believes the use ;Sf parts in vehicle repair is an acce‘ptable
means of repair cost containment under a ircumstances. The use of stich used
parts is therefore promoted and allowed. grican Family Mutual mamtﬁins a
relationship with only professional, reputabie parts suppliers when purchasing used parts
for vehicle repair. From past business dealings with those suppliers, Amencan Family has

found that their business practices and reputﬁt ‘ar'e above reproach.

Eric (nsurance material damage appraisers-‘are msu'ucted to locate used parts for any
vehicle over ¢~ vear old or which has in extess of 15,000 miles. If used patts are
availabl: - s+t entify the recy cler 16 whom the parts can be’ obtalfaed on

die -ord. This estimate be art 6f Erie’s claim file, am;l a copy is

give: -.ie owner. In addition,- v}hén appralser has reason to questfon the

origin v. afy puit usc - 0 repalr a vehiclé ¢ is ericouraged to refer fhe matter to
'r Tevastigarive Se. v e souiion for afull mpléte mvestlgatlon

Tk “anufacturer’s Group pohcie ‘t!egardmg the use of used parts are:

After Mas... .t U. ge - Current modelé

ans} five years prior are excluded from

used on {he f llowmg engmes/trans;mssio&
condenser taii lamps, side marker, mteno; trin,

covers/fascnas, vmyl/convemble tops, and ,‘,ls/gnlls Re-manufacmred wheels
should not be used on any vehicle. After market sheet metal should not be used. If after
market sheet metal is used on a vehicle, consent from the insured should be noted i in the
remarks section. No after market parts shouldwbeqsed on leased vehicles.

LKQ Parts - Every attempt is made to obtg,m L&Q part on all vehicles excluding the
following: current model year and 2 years. pn all safety items, i.e. steering, suspension
parts, air bags, wheels, rack & pinion, hogd latches, etc. If a LKQ part is used, the:owner
is notified, and it is noted on the estimate g)a!ts are not used, a comment in the
remarks section is included with the salvgg yards {minimum 2-3) that were cotacted
including a telephone number and contact: person LKQ replacement parts should not be
utilized on welded parts. o

Insurer Actions to Reduce Vehicle Theft © MYI Consulting, Inc.
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OEM Parts - When after market and LKQ parts are not available or applicable, OEM
parts should be used. OEM parts must be used on all leased vehicles.

While NJM Group expects their repair faculties to only obtain used parts from proper
vendors, they do not routinely and independently verify the source of supports.

Auto Club of Michigan uses used parts if they are fully documented in accordance with
state laws.

Kentucky Farm Bureau states that they do not actively promote the use of used parts.
They do allow the use of used parts when quality used parts are readily available and the
repairman, insured and adjuster all agree that quality repairs can be make. Note that they
do not advocate the use of used parts in their manual. Used parts are normally obtained
by the repairman, and the Kentucky Farm Bureau takes no part in identifying the origin
of the parts.

Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.



NHTSA 2003 Report 61

7.3 Conclusions

Motor vehicle theft has continued to be a ma
during 2003. Seventeen of the country's larg
theft of a vehicle or its contents during 2003
are: ALFA Insurance Companies, Allstate
Group, Auto-Owners Insurance Group, Cale
Insurance Group, Erie Insurance Group, Far
Group, Kentucky Farm Bureau, Metropoli
Manufacturers Group, Progressive Group;
Farm Bureau, Travelers Insurance. Payments for
$1,178,509,780.92 (Table 12).

: m of insurer comprehensWe Iosses
] 'ers‘recewed 328,665 claims for the

Group, American Farmly Insurance
tate Auto Association, CNA

surance Group, Hartford Insuraice
Auto and Home Group, New-Jetsey
‘Farm Bureau, State Farni; Tenﬁessee
se claims totaled over *

From Table 5, 83,673 vehicles produced during model years 2000-2004 were reported as
stolen during 2003. Of these, 59,447 were recovered. Thirty percent of these stolen
vehicles were either not recovered in 2003 or were recovered with major vehicle
components missing (Table 5). Starting with model year 1987 vehicles, these components
are uniquely marked on lines with high theft- ratgs as required by the Motor Vehicle Theft
Law Enforcement Act of 1984. Thus parts-marki g is intended to increase arrests and
convictions of auto thieves and deter vehicle tbeﬁ Another goal of the legislation is to
induce lower insurance premiums for compsehensive coverage by reducing insurers'
vehicle theft losses. The 2003 insurer reports indicate that 17 companies issued over $1
billion in claim payments for the theft of a motor vehicle or its contents (Table 12).

Most of the insurers that reported do not assess any surcharge or premium penalty to
insure vehicles with high theft rates, in fact'out of the 22 insurance companies who
reported this information only 1, California State Automobile Association, assess a
premium penalty to insure high theft vehicles. In most cases, insurance companies do not
employ rating procedures specifically aimed at Changmg comprehensive rates for a given
motor vehicle line based on a determination that the theft rate for the line has changed.
Many of the companies indicated that their exnsting rating procedures would generate
lower rates for all passenger cars in a rating territory when total comprehensive losses or
combined comprehensive and collision losses for the territory are reduced. In many
instances, the potential benefits of parts marking in reducing insurer theft losses for
affected lines will be dispersed to provide lower insurance premiums for other lines as
well. These reductions in premiums could only be expected to occur to the extent that
reductions in theft losses are not offset by changes in other losses insured under
comprehensive coverage.

Insurer Actions to Reduce Vehicle Theft ~ MYI Consulting, Inc.
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Alfa Insurance Company N/A N/A N/A

Allstate 209,745 4,122 1.90%

American Family Insurance Group 276 189 68.50%
Auto Club Michigan N/A N/A N/A
Auto Owners N/A N/A N/A
Avis N/A N/A N/A
California State Auto Association N/A N/A N/A
CNA Insurance Group N/A N/A N/A
Dollar Thrifty Automotive Group N/A N/A N/A
Erie Insurance Group N/A N/A N/A
Farmers Insurance Group N/A N/A N/A
Hartford Insurance Group N/A N/A N/A
Hertz N/A N/A N/A
Kentucky Farm Bureau N/A N/A N/A
Met Life 1,522 N/A N/A
New Jersey Manufacturing Group N/A N/A N/A

Progressive * * *
Southern Farm Bureau N/A N/A N/A
(Ark & Miss)

Southern Farm Bureau (Miss) N/A N/A N/A
State Farm N/A N/A N/A
Tennessee Farmers N/A N/A N/A
Travelers N/A N/A N/A
U-Haul N/A N/A N/A

* confidential

7.3.2 Table 22. Number of reported vehicle thefts for vehicles up to four years in age

47,075 36,984 84,059
2001 49,025 42,691 91,716
2002 43,073 48,469 91,561
2003 23,030 36,417 59,447

Insurer Actions to Reduce Vehicle Theft
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2000 33.2 53.8 13 | 39087 TEUTRD.
2001 35.3 51.6 131 1. 4,164 9.8
2002 38.1 49.6 124 <) 5754 ' 11.9
2003 5.0 10.2 848 -| - 36417 613

Since 2000, percentage recoveries for-both passenger and non-passenger vehigles has
increased to an average of 38% in 2002,-fhisshowever is down from the more than 50
percent increase that was reported-in" 2003: The recovery percentage for passenger
vehicles was higher than for non—passenger whwles, for all years shown. ('I’ables 23 24)
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7.3.5 Table 25: Theft Claims (including Contents) and Losses for all vehicles regardless

of age
1987 641,202 $1,198,765,423.00
1988 647,060 $1,381,440,443.00
1989 617,818 $1,313,950,161.00
1990 615,438 $1,347,438,803.00
1991 549,437 $1,331,424,241.00
1992 505,008 $1,239,233,989.00
1993 494,300 $1,341,437,721.00
1994 459,351 $1,321,521,578.00
1995 424,227 $1,286,777,947.00
1996 435,244 $1,427,636,912.00
1997 344,627 $1,059,966,402.00
1998 363,929 $1,206,713,765.00
1999 359,627 $1,238,423,685.00
2000 336,754 $1,198,901,629.00
2001 408,306 $1,163,448,867.00
2002 108,940 $308,525,112.00
2003 329,082 $1,203,873,060.98
Insurer Actions to Reduce Vehicle Theft MYI Consulting, Inc.
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Table A - Passenger Cars

Thefts and Recoveries for 2003 Reporting Period

Passenger Cars for Model Years 2000 - 2004

---—  Recoveries
. State Thefts ATD Intact in-whole  In-part Total .
AK 45 1 0 3 30 33
AL 191 2 3 18 119 140
AR 86 1 1 9 49 59
AZ 1335 9 45 99 931 1075
BC 0 0 0 0 1 1
CA 3440 501 153 294 2536 2983
CcO 512 31 16 27 400 443
CT 348 42 10 33 228 271
DC 533 5 5 12 564 581
DE 85 0 3 7 67 77
FL 2698 37 95 132 1766 1993
GA 965 6 35 45 700 780
Hi 180 4 41 42 87
1A 46 0 2 0 38 40
ID 23 1 0 2 14 16
IL 696 22 52 475 532 1059
IN 255 13 10 19 158 187
KS 116 5 3 14 71 88
KY 106 1 2 7 76 85
LA 613 29 12 112 356 480
MA 463 58 16 37 331 384
MD 1765 12 10 31 1342 1383
ME 18 0 0 1 7 8
Mi 1265 58 5 46 1053 1104
MN 208 8 5 21 141 167
MO 907 58 37 111 690 838
MS 129 4 3 9 87 99
MT 6 0 0 0 5 5
NB 66 1 2 0 45 47
NC 475 5 18 41 296 355
ND 9 1 0 0 4 4
NH 22 0 0 3 14 17
NJ 863 65 4 90 687 781
NM 196 1 2 25 115 142
NV 548 15 12 23 372 407
NY 2532 79 35 253 1671 1959
OH 658 14 11 38 451 500
OK 153 6 3 22 102 127
ON 0 0 0 0 2 2
OR 235 9 16 18 153 187
PA 1006 7 12 17 672 701
PR 5 0 0 1 3 4
RI 90 11 6 8 57 71
SC 257 8 6 33 154 193
SD 15 1 0 0 6 6
TN 232 13 11 25 138 174
TX 2279 98 124 337 1299 1760
Ut 116 7 2 3 90 95
VA 603 26 7 25 369 401
VT 15 1 1 3 9 13
WA 503 52 9 48 383 440
Wi 188 6 6 14 119 139
wv 42 1 2 9 20 31
WY 12 0 0 9 7 8
TOTALS 28154 1339 816 2642 18572 23030
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Table B - Light Duty Trucks

Thefts and Recoverles for 2003 Reporting Period
L.ight Duty Trucks for Model Years 2000 - 2004
—-—  Recoveries - ———
State Thefts. ATD intact In-whole In-part Total
AB 3 0 0 0 1 1
AK 30 1 0 3 19 22
AL 179 1 5 10 98 113
AR 123 2 5 3 67 75
AZ 1769 8 53 130 1126 1309
BC 0 0 0 0 3 3
CA 2305 142 97 170 1459 1726
co 318 9 8 8 220 236
CT 56 2 1 3 30 34
DC 74 0 2 5 74 81
DE 49 0] 0 2 25 27
FL 1529 10 75 63 907 1045
GA 535 5 14 24 337 375
HI 83 2 1 19 22 42
1A 40 0 6 1 17 24
ID 21 0 0 0 9 9
IL 249 4 20 182 173 375
IN 128 1 5 7 66 78
KS 95 1 3 11 55 69
KY 113 2 5 0 74 79
LA 505 14 10 58 287 355
MA 126 8 1 5 87 93
MD 375 4 5 12 234 251
ME 16 0 0 2 10 12
Ml 762 9 3 25 610 638
MN 87 0 3 4 58 65
MO 355 10 6 19 271 296
MS 134 1 3 9 70 82
MT 13 0 0 0 8 8
NB 41 0 1 0 38 39
NC 308 1 10 12 131 153
ND 5 0 1 0 1 2
NH 22 0 0 1 10 11
NJ 113 3 1 13 79 93
NM 145 2 4 9 77 90
NV 363 2 4 13 229 246
NY 351 6 10 17 220 247
OH 341 4 6 6 178 190
OK 245 3 5 23 142 170
ON 9 0 0 0 0 0
OR 130 3 5 10 79 94
PA 319 2 3 5 176 184
PQ 3 0 0 0 2 2
RI 16 0 0 1 13 14
SC 184 0 7 12 103 122
SD 7 0 0 0 4 4
TN 338 8 18 26 146 190
1TX 3744 115 222 383 1777 2382
Ut 56 2 1 3 34 38
VA 199 7 2 3 100 105
VT 23 0 1 0 12 13
WA 250 11 5 14 198 217
Wi 54 0 3 4 27 34
wv 101 0 3 13 39 55
WY 7 0 2 0 3 5
TOTALS 17446 405 645 1343 10235 12223
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Table C - Heavy Duty Trucks

Thefts and Recoveries for 2003 Reporting Period

Heavy Duty Trucks for Model Years 2000 - 2004
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Table D - Multi-Purpose Vehicles

Thefts and Recoveries for 2003 Reporting Period
Muiti-Purpose Vehicles for Model Years 2000 - 2004

) — Recoveries  -— —-
State” Thefts ATD” intact In-whole In-part Total
AB 1 0 0 0 1 1
AK 26 0 2 1 17 20
AL 192 1 6 7 113 126
AM 0 0 2 0 0 2
AR 79 3 1 8 51 60
AZ 1004 9 45 83 634 762
BC 1 0 0 0 0 0
CA 2770 233 116 214 1873 2203
Cco 446 27 14 12 332 358
CT 161 7 2 10 107 119
DC 570 7 11 37 632 680
DE 85 0 1 2 53 56
FL 2767 85 154 127 1686 1967
GA 1056 19 63 64 650 777
Hi 103 1 4 19 23 46
IA 30 0 2 3 21 26
1D 16 0 1 0 11 12
IL 817 7 62 328 570 960
IN 194 2 13 17 113 143
KS 67 1 6 6 51 63
KY 101 1 6 3 68 77
LA 616 13 17 89 391 497
MA 367 27 7 25 237 269
MD 1489 15 29 39 961 1029
ME 13 0 1 2 4 7
Mi 1755 44 14 58 1434 1506
MN 145 0 9 6 96 111
MO 586 25 9 55 457 521
MS 133 3 5 9 84 98
MT 8 1 0 0 4 4
NB 45 1 2 0 35 37
NC 632 2 26 28 342 396
ND 5 0 0 1 2 3
NH 31 1 2 3 19 24
NJ 916 30 5 114 612 731
NM 99 2 6 6 73 85
NT 1 0 0 0 0 0
NV 347 9 16 15 223 254
NY 2246 54 35 216 1312 1563
OH 534 7 8 16 304 328
oK 155 3 7 12 103 122
ON 16 0 0 0 0 0
OR 127 3 9 6 84 99
PA 753 3 9 25 464 498
PQ 3 0 0 0 2 2
PR 4 0 1 0 3 4
RI 66 6 1 7 41 49
SC 286 2 8 12 148 168
sD 5 0 3 0 1 4
TN 351 8 41 30 167 238
TX 3005 107 209 328 1370 1907
Ut 75 0 5 2 50 57
VA 405 16 13 9 253 275
Vi 2 0 0 0 1 1
VT 10 0 1 0 3 4
WA 312 22 10 22 234 266
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Table D - Multi-Purpose Vehicles

Thefts and Recoveries for 2003 Reporting Period
Multi-Purpose Vehicles for Model Years 2000 - 2004

—————-———  Recoveries  --——e—~e—m—

State Thefts ATD Intact In-whole In-part Total
wi 95 2 7 7 60 74
wv 91 0 2| - 9 41 52
WY 6 0 1 0 1 2
TOTALS 26221 779 1029 2092 16622 19743
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Table E - Motor Cycles

Thefts and Recoveries for 2003 Reporting Period
Motor Cycles for Model Years 2000 - 2004

——me——  Recoveries ———
State Thefts ATD Intact In-whole In-part Total
AB 1 0 0 0 0 0
AK 7 0 1 0 2 3
AL 195 0 6 1 75 82
AR 161 0 4 6 47 57
AZ 367 0 7 4 129 140
CA 1407 0 19 14 402 435
CcO 226 0 0 1 88 89
CT 104 0 0 0 39 39
DC 48 0 0 1 35 36
DE 69 0 0 1 15 16
FL 899 1 15 23 242 280
GA 438 0 8 17 156 181
Hl 141 0 1 4 2 7
A 45 0 0 0 17 17
ID 10 0 0 0 6 6
IL 350 1 7 74 117 198
IN 170 2 3 4 55 62
KS 82 0 1 2 23 26
KY 90 0 0 1 60 61
LA 273 0 3 11 103 117
MA 286 4 2 7 119 128
MD 475 1 11 8 208 227
ME 28 0 1 1 10 12
Ml 369 0 0 3 126 129
MN 118 0 3 1 57 61
MO 195 0 6 10 85 101
MS 126 0 0 0 33 33
MT 2 0 0 0 1 1
NB 20 0 1 0 8 9
NC 410 5 6 7 125 138
ND 2 0 0 0 0 0
NH 36 0 0 2 12 14
NJ 182 0 0 3 56 59
NM 69 0 3 0 22 25
NV 134 0 1 1 35 37
NY 680 4 3 4 103 110
OH 466 0 3 4 174 181
OK 128 0 1 2 60 63
ON 17 0 0 0 0 0
OR 94 0 0 2 38 40
PA 369 0 2 1 143 146
PQ 0 0 0 0 1 1
PR 0 0 4 0 0 1
RI 15 0 0 0 5 5
SC 349 0 5 3 140 148
sSD 9 0 1 0 3 4
TN 175 0 4 5 45 54
TX 866 0 12 14 279 305
uT 48 0 1 0 14 15
VA 365 1 2 2 145 149
VT 16 0 0 0 5 5
WA 168 2 2 2 89 93
Wi 93 2 1 8 29 38
WV 98 0 1 2 28 31
wY 9 0 0 0 2 2
YT 0 0 0 0 1 1
TOTALS 11500 23 148 256 3814 4218
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