1 NORTH CAROLINA
@ Reinsurance Facility
September 29, 2026

CIRCULAR LETTER TO ALL MEMBER COMPANIES

Re: Standard Practice Manual Revisions — Plan of Operations

Summary:

Standard Practice Manual — Plan of Operation Revisions

As previously noted in Circular Letters RF-26-4, dated March 5, 2026, and RF-26-12, dated August 3,
2026, the Fifty-third Annual Meeting of the North Carolina Reinsurance Facility will convene at 9:00
a.m. on Tuesday, October 13, 2026, at the Westin Raleigh-Durham, 3931 Macaw Street, Raleigh, NC.
The agenda will include consideration of recommended updates to the Plan of Operation in the
Reinsurance Facility’s Standard Practice Manual. Substantial work has been undertaken this year to
revise the Plan of Operation to include more statutory language and to modernize the Plan.

Attached for your review are two versions of the proposed revisions to the Plan of Operation: a tracked-
changes version showing the revisions and a clean version incorporating them. The Board of
Governors recommends adopting these revisions, which will be presented for your consideration at
the Annual Meeting on October 13, 2026.

The proposed revisions are being distributed to all member companies and will be included with the
agenda materials for the Annual Meeting.

If you have any questions, please contact me at ttb@ncrb.org.
Thank you, as always, for supporting the Facility’s mission.
Sincerely,
Thomas Burns
Chief Operating Officer
North Carolina Reinsurance Facility
TFB/lad
Attachments

RF-26-14
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&

To: Members of the North Carolina Reinsurance Facility

From: Joanna Biliouris, General Manager
Date: September 21, 2026
Subject: Proposed Revisions to the North Carolina Reinsurance Facility Plan of Operation

Background

The attached summary provides an overview of the proposed revisions to the Reinsurance Facility’s
Plan of Operation. The proposed changes are intended to modernize the Plan of Operation while
preserving the statutory structure, authority, and responsibilities established under Article 37 of
Chapter 58 of the North Carolina General Statutes. Many provisions in the Plan reflect governance
and operational practices that predate significant developments in technology and modern
governance standards. The revisions seek to update the provisions of the Plan to better reflect
contemporary operating practices while maintaining compliance with North Carolina law. The
proposed revisions are largely administrative in nature.

Attached are two exhibits — (1) a redlined version of the proposed Plan of Operation, and (2) a clean
copy of the proposed Plan of Operation with all revisions included.

Summary of Proposed Revisions

The chart below summarizes the proposed revisions article by article and highlights the principal
changes contained in each section. Several articles involve only limited modernization, while
others introduce new concepts in the Facility’s operations.

Counsel's review ensured that the revised Plan of Operation remains fully consistent with Article 37
of Chapter 58 of the North Carolina General Statutes and other applicable legal requirements while
accomplishing the desired modernization objectives.

Reinsurance Facility Membership Discussion

At the upcoming Annual Meeting, we will review the proposed revisions at a high level and seek
approval from the Reinsurance Facility and authorize Facility staff to submit the revised Plan to the
North Carolina Commissioner of Insurance for approval. Thank you for your review and
consideration of these proposed revisions. They intend to position the Facility for continued
effective governance and administration while fulfilling its statutory mission and responsibilities.



Article-by-Article Summary of Proposed Revisions

Article

Article |

Article Il

Article lll

Article IV

Article V

Article VI

Article VII

Article VIII

Article IX

Article X

Article Xl

Topic

Membership Obligations

Definitions

Offices and Member
Meetings

Board of Governors

Committees

Statistical Data
Annual Report
Indemnification

The Facility
Cessions
Assessments,

Participation Ratios, and
Recoupment

Summary of Proposed Revisions
No substantive changes.

No substantive changes. Definitions remain unchanged
and reflect statutory language.

Modernizes language regarding meeting procedures.

Modernizes board administration language and
protocols while preserving statutory structure. Proposes
creation of a Vice Chair role for the Board of Governors
and lists the powers and responsibilities of the Board
consistent with statute (G.S. 58-37-35). Modernizes
protocols for meetings and voting outside a meeting.
Expressly provides for employing a manager and
introduces new title for the manager to better align with
organizational structure.

Modernizes language regarding committee meeting
protocols. Retains Claims, Audit, Rating, and
Compliance Committees.

No changes.
No changes.
No changes.

No substantive changes. Modernization of language.

Revises language to address G.S. 58-37-35(b).

No material changes. Removed reference to pre-January
1, 1980 provisions.



Article XII

Article XIII

Article XIV

Article XV

Article XVI

Allowances to Members

Designated Agents and
Facility Agents

Exemptions from
Statutory Requirements

Hearings and Review

Amendments

No changes.

No changes.

No changes.

No changes.

No changes.



Attachment 1

Section 2
PLAN OF OPERATION

ARTICLE 1
MEMBERSHIP OBLIGATIONS, GENERAL

(1) Name, Creation, Membership

There is created pursuant to Article 37 of Chapter 58 of the General Statutes of North Carolina a non-profit
unincorporated legal entity to be known as the North Carolina Reinsurance Facility (hereinafter referred to as
the "Facility") consisting of all insurers licensed to write and engaged in writing within this State motor vehicle
insurance or any component thereof. Every such insurer, as a prerequisite to further engaging in writing such
insurance in this State, shall be a member of the Facility and shall be bound by the provisions of said Article 37,
and-the Plan of Operation (hereinafter referred to as the "Plany}"), and the Rules of Operation promulgated by
the Board of Governors (hereinafter referred to as the "Board") pursuant thereto. No company may withdraw
from membership in the Facility unless it ceases to write motor vehicle insurance in this State or ceases to be
licensed to write such insurance.

(2) Obligations After Termination Ofof Membership

Any company whose membership in the Facility has been terminated by withdrawal shall, nevertheless,
continue to be bound by the provisions of said Article 37, and the Plan and the Rules of Operation promulgated
by the Board pursuant thereto.

(3) Insolvency

Any unsatisfied net liability to the Facility of any insolvent member shall be assumed by and apportioned among
the remaining members in the Facility in the same manner in which assessments are apportioned by the Facility.
The Facility shall have all rights allowed by law in behalf of the remaining members against the estate or funds
of such insolvent member for sums due the Facility.

(4) Merger, Consolidation, Reinsurance

When a member has been merged or consolidated into another insurer, or another insurer has reinsured a
member's entire motor vehicle insurance business in North Carolina, such member and its successors in
interest and the other insurers with which it has been merged or consolidated shall remain liable for such
member's obligations hereunder.

(5) No Direct Liability
No judgment against the Facility shall create any direct liability in the individual members.
ARTICLE Il
DEFINITIONS

The following terms have the meanings set forth below for purposes of this Plan of Operation. Terms used in this Plan
of Operation and defined in Article 37 of Chapter 58 of the North Carolina General Statutes have the meanings set forth

in Article 37 of Chapter 58.

"Cede" or "Cession" means the act of transferring the risk of loss from an individual member to all members
through the operation of the Facility.

"Commissioner" means the Commissioner of Insurance of North Carolina.

"Eligible risk," for the purpose of motor vehicle insurance other than nonfleet private passenger motor vehicle
insurance, means:

a. Aperson who is a resident of this State who owns a motor vehicle registered or principally garaged in this
State;

b. A person who has a valid driver's license in this State;

c. A person who is required to file proof of financial responsibility under Article 9A or 13 of Chapter 20 ofthe
General Statutes in order to register his or her motor vehicle or to obtain a driver's license in this State;
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d. A nonresident of this State who owns a motor vehicle registered and principally garaged in this State;or

e. The State and its agencies and cities, counties, towns and municipal corporations in this State and their
agencies.

However, no person shall be deemed an eligible risk if timely payment of premium is not tendered or if there is
a valid unsatisfied judgment of record against such person for recovery of amounts due for motor vehicle
insurance premiums and such person has not been discharged from paying said judgment, or if such person
does not furnish the information necessary to effect insurance.

“Eligible risk,” for the purpose of nonfleet private passenger motor vehicle insurance, means:
a. Aresident of this State who owns a motor vehicle registered or principally garaged in this State:
b. A resident of this State and who has a valid driver’s license issued by this State;

c. A person who is required to file proof of financial responsibility under Article 9A or 13 of Chapter 20 ofthe
General Statutes in order to register his or her vehicle or to obtain a driver’s license in this State;

d. A nonresident of this State who owns a motor vehicle registered and principally garaged in this State;
e. A nonresident of the State who is one of the following:

1. A member of the United States Armed Forces stationed in this State, or deployed outside this State
from a home base in this State, who intends to return to his or her home state;

2. The spouse of a nonresident member of the United States Armed Forces stationed in this State, or
deployed outside this State from a home base in this State, who intends to return to his or her home
state;

3. An out-of-state student who intends to return to his or her home state upon completion of his or her
time as a student enrolled in school in this State; or

f. The State and its agencies and cities, counties, towns, and municipal corporations in this State and their
agencies.

However, no person shall be deemed an eligible risk (a) if timely payment of premium is not tendered, (b) if there
is a valid unsatisfied judgment of record against the person which the person has not been discharged from paying,
for recovery of amounts due for (i) motor vehicle insurance premiums or (ii) payments recoverable under a policy
because the issuance of the policy was induced by a knowing and material misrepresentation of facts relating to
the insured’s status as an eligible risk, or (c) if the person does not furnish the information necessary to effect
insurance.

"Motor Vehicle" means every self-propelled vehicle that is designed for use upon a highway, including trailers and
semitrailers designed for use with such vehicles (except traction engines, road rollers, farm tractors, tractor cranes,
power shovels, and well drillers). “Motor vehicle” also means a motorcycle, as defined in G.S. 20- 4.01(27)h, and a
moped, as defined in G.S. 20-4.01(27)j. “Motor Vehicle” does not mean an electric assisted bicycle, as defined in
G.S. 20-4.01(7a).

"Motor Vehicle Insurance" means direct insurance against liability arising out of the ownership, operation,
maintenance or use of a motor vehicle for bodily injury including death and property damage and includes medical
payments and uninsured and underinsured motorists coverages. With respect to motor carriers who are subject to
the financial responsibility requirements established under the Federal Motor Carrier Act of 1980, the term "motor
vehicle insurance" includes coverage with respect to environmental restoration. As used in this subsection the term,
“environmental restoration” means restitution for the loss, damage, or destruction of natural resources arising out
of the accidental discharge, dispersal, release, or escape into or upon the land, atmosphere, water course, or body
of water of any commodity transported by a motor carrier. Environmental restoration includes the cost of removal
and the cost of necessary measures taken to minimize or mitigate damage to human health, the natural
environment, fish, shellfish, and wildlife.

"Person"” means every natural person, firm, partnership, association, trust, limited liability company, firm,
corporation, government, or governmental agency.

“Principally garaged” means the vehicle is garaged for six or more months of the current or preceding year on
property in this State which is owned, leased, or otherwise lawfully occupied by the owner of the vehicle.”
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ARTICLE Il
OFFICES, MEMBER MEETINGS
(1) Offices
The offices of the Facility shall be located in Raleigh, North Carolina or at such other location in
North Carolina as may from time to time be determined by the Board.

(2) Regular Meetings

There shall be an annual meeting of the Facility in Raleigh, North Carolina in October (unless the BeardChief
Executive Officer shall designate some other date and place).

(3) Special Meetings

Special meetings of the Facility may be called at any time by the Chair of the Board, and special meetings shall
be called by the Chair upon the written request of the Commissioner or of five voting members of the Board.

(4) Mode of Meetings

. . . ) L I
be-counted-in-determining-whether-a-quorum-is-present._Meetings of the Facility may be held in person or by

teleconference, videoconference, secure portal, other technology approved by the Board of Governors for
Facility business, or a combination thereof thereby creating a hybrid format, as determined by the Chair, the
Chief Executive Officer, or the Board of Governors.

(5) Notice of Meetings

Notice of all annual and special meetings of the Facility shall be given or caused to be given by-the-Chair-fo
each member in writing mailed-to-er by facsimile-ermail, electronic mail-, or other electronic means approved by
the Board of Governors. Notice of meetings shall be directed to each member at its latest address appearing
upe{Hh&reeerd&eﬁon flle W|th the FaC|I|ty Except where othervwse prowded in thls Plan #notlce &ma#edqt

epeleetremc—ma#{t f meetlng shall be glven not Iess than 5@ days prior to the meetlng. At Ieast 20 days notlce
of the annual meeting of the Board of Governors shall be given to all Board members.

Notices shall specify the place and/or mode, date, and time of the meeting, and the means of remete
participation, if-any;—by which members-and-proxy-helders may be deemed to be present and vote at such
meeting.

A quorum at any annual or special meeting of the Facility shall consist of 51% of the members, which members
may be represented at the meeting in person, virtually, remotely, or by proxy.

(6) Powers

The matters to be considered at any special meeting of the Facility shall be only those matters set forth in the
notice of such meeting. At annual meetings members may consider and act upon all matters properly brought
before them, whether or not contained in the notice thereof.

(7) Voting Rights

Each member of the Facility shall be entitled to one vote at all meetings of the Facility. Except where otherwise
provided in this Plan, action may be taken at any such meeting only upon a majority vote of the members voting
provided such vote represents not less than 70% of the total North Carolina net direct motor vehicle insurance
premiums written during the latest reported calendar year by all members voting-ir—persen,—+remetely—orby

Srese
(8) Proxies

Members may be represented at any meeting by proxy-_and voting by proxy shall be permitted.
(9) Voting

Members of the Facility may recerd-theirvote by-mail-on-writtenpropesitions—and-such-votes-shall-have-the
same-standing-as-if-cast-by-such-member-in person, remetelyvia proxy, via electronic voting platform, or by
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proxy-via other technology approved by the Board of Governors.

{9)(10) Minutes of Meeting
Minutes of all meetings of the Facility and of the Board shall be available to members upon request.

ARTICLE IV
BOARD OF GOVERNORS
(1) Membership of Board

The Board of Governors shall consist of twelve Board members having one vote each from the classifications
hereinafter enumerated plus two nonvoting public members who are not employed by or affiliated with any
insurance company or the Department of Insurance plus the Commissioner who shall serve ex officio without
vote. The two nonvoting public members shall be appointed by the Governor to serve at the Governor's
pleasure. Each member serving on the Board shall be represented by a senior officer. Not more than one
member in a group under the same ownership or management shall be represented on the Board at the same
time.

Five Board members shall be selected by the members, one each from the following groups: The American
Insurance Association (or its successors), the Property Casualty Insurers Association of America (or its
successors), stock insurers not affiliated with those trade associations, nonstock insurers not affiliated with
those trade associations, and the industry at large regardless of trade affiliation. The at-large insurer shall be
selected by the insurer company members of the Board. The Commissioner shall appoint two Board members
who are Facility insurance company members domiciled in this State. The Commissioner shall appoint one
member of the Board who shall be selected from two nominees submitted by the Alliance of Insurance Agents
of North Carolina. The Commissioner shall appoint four-Beard members of the Board who shall be insurance
producers with property and casualty lines of authority licensed in North Carolina and actively engaged in
writing motor vehicle insurance in this State. The term of office of the Board members shall be three years. All
Board members shall serve until their successors are selected and qualified and the Commissioner may fill
any vacancy on the Board from any of the aforementioned classifications until such vacancies are filled in
accordance with the provisions of this Plan.

(2) Selection of Board Members

Selection of the at-large insurer Board member and the Board members representing the trade associations
shall be made in accordance with the procedures of each such selecting group.

Nominations and voting for Board members representing unaffiliated members shall be by unaffiliated members
of the same groups (stock or non-stock members) and may be in person—er, virtually, remotely—by—=a

i i , or by proxy. Each unaffiliated member shall be entitled to one vote at
all such Board member selection meetings. The votes of a majority of the members voting within the particular
group (stock or non-stock members) shall select its respective Board member. No unaffiliated member which is
a part of a group under the same ownership or management shall by reason thereof be deprived of the right to
vote unless such owner or manager is a member of one of the trade associations namedherein.

The names of the Board members selected as described above shall be announced at an appropriate annual
or special meeting of the Facility.

(3) Election of Chair and Vice Chair

The Board shall annually (or at such other times as may be necessary) elect from its membership a Chair and
Vice Chair and shall meet as often as the Chair shall require or at the request of four Board members. The
Chair and Vice Chair shall retain the right to vote on all issues. The same member may not serve asin the role
of Chair for more than two consecutive years; provided, however, that a member may continue to serve as
Chair until a successor Chair is elected and qualified.

(4) FunctionsPowers and Responsibilities of the Board

The Board shall have full power and administrative responsibility for the operation of the Facility- Such administrative
responsibility shall include but not be limited to:

(1) Proper establishment and implementation of the Facility.
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(5)

(6)

™

(2) Employment of a manager who shall be responsible for the continuous operation of the Facility and such other

employees, officers and committees as it deems necessary.

(3) Provision for appropriate housing and equipment to assure the efficient operation of the Facility.

(4) Promulgation of reasonable rules and regulations for the administration and operation of the Facility and
delegation to the manager of such authority as it deems necessary to insure the proper administration and
operation thereof.

(5) To sue and be sued in the name of the Facility; however, no judgment against the Facility shall create any
direct liability in the individual member companies of the Facility.

(6) To receive and record cessions.

(7) To assess members on the basis of participation ratios established in this Plan to cover anticipated or incurred

costs of operation and administration of the Facility at such intervals as are established in this Plan.

(8) To contract for goods and services from others to assure the efficient operation of the Facility.

(9) To hear and determine complaints of any company, insurance producer, or other interested party concerning
the operation of the Facility.

(10) To establish reasonable rules for the appointment of designated agents in accordance with G.S. 58-37-
35(g)(6), which rules are set forth in Article XlII hereof.

(11) To maintain all loss, expense, and premium data relative to all risks reinsured in the Facility, and to require
each member to furnish such statistics relative to insurance reinsured by the Facility at such times and in such
form and detail as may be required.

(12) To establish fair and reasonable procedures for the sharing among members of any loss on Facility business
that cannot be recouped under G.S. 58-37-40(e) and other costs, charges, expenses, liabilities, income, property
and other assets of the Facility and for assessing or distributing to members their appropriate shares, which
shares may be based on the member's premiums for voluntary business for the appropriate category of motor
vehicle insurance or by any other fair and reasonable method.

(13) To receive or distribute all sums required by the operation of the Facility.

(14) To accept all risks submitted in accordance with Article 37 of Chapter 58.

(15) To establish procedures for reviewing claims practices of member companies to the end that claims to the
account of the Facility will be handled fairly and efficiently.

(16) To adopt and enforce all rules and to do anything else where the Board is not elsewhere herein specifically
empowered which is otherwise necessary to accomplish the purpose of the Facility and is not in conflict with the
other provisions of Article 37 of Chapter 58.

Reimbursement of Board Member Expenses

Board members shall receive reimbursement from the Facility for their actual and necessary expenses incurred
on Facility business, en route to perform Facility business, and while returning from Facility business plus a per
diem allowance of $25.00 which may be waived. The Board may make provision for -reimbursement for actual
and necessary expenses incurred by others on Facility business.

Board Meetings

Seven members of the Board entitled to vote shall constitute a quorum. All meetings of the Board shall beheldbe
held in North Carollna or at some other place as may be deS|gnated by the Chalr- or the Chief Executlve
Offlcer ~ ,

Facility may be held in person or by teleconference wdeoconference secure portal, other technoloqv approved

by the Board of Governors for Facility business, or a combination thereof thereby creating a hybrid format, as
determined by the Chair, the Chief Executive Officer, or the Board of Governors. The Board may provide for
proxy voting at meetings of the Board.

Mail or Electronic Mail-Votes

Except as otherwise provided in this Plan of Operation, the Chair of the Board, the Chief Executive Officer, or

Page 5 of 14



the Facility-general-manager-appointed-by-the Boarddesignee of either of them shall have authority to submit

any matter to the Board for action by-a-outside of a meeting by requesting a vote through mail-er, electronic
mail-vete-, electronic voting platform, or other technology approved by the Board of Governors for Facility
business (“Mail or Electronic Vote”).. The submission shall be sent to all members of the Board_ and shall specify
the final date for voting, which date shall be not less than ten days following the mailing erthereof for a mail
vote and not less than five days following the transmission thereof to-all-members-of the Board-for an electronic
vote. Except as provided below, any motion, recommendation-e+, proposal, or matter which receives a favorable
maiMail or electrenic-mail-veteElectronic Vote within the allotted time from eight or more of the members of the
Board eligible to vote shall be deemed to be adopted to the same extent and with the same effect as if it had
been approved and adopted at a duly constituted meeting of the Board-ef-Gevernors.. Notwithstanding the
foregoing, a motion, recommendation-er, proposal, or matter will not be deemed to have been adopted as a
result of a mailMail or electronic-mail-voteElectronic Vote if the Facility-officeChair, the Chief Executive Officer,
or the designee of either of them receives on or before the final date fixed for voting written or verbal requests
from two or more members of the Board that the matter be considered at a meeting of the Board.

(8) Employment of Manager

The Board shall employ a manager who shall be responsible for the continuous operation of the Facility and
whose title shall be Chief Executive Officer. The Board may delegate to such manager such authority as it
deems necessary to ensure the proper administration and operation of the Facility.

ARTICLE V
COMMITTEES

(1) Establishment of Advisory Committees
The Board shall establish the following advisory committees of the Facility:

a. Claims Committee
b. Audit Committee
¢. Rating Committee
d. Compliance Committee
(2) Miscellaneous Committees
The Board may establish such other committees or task forces of the Facility as it deems necessary.

(3) Committee Meetings
Meetings of committees of the Facility may be held in person or by teleconference, videoconference, secure portal,
other technology approved by the Board of Governors for Facility business, or a combination thereof thereby creating a

hybrid format, as determined bv the Chair, the Chief Executive Offrcer or the Board of Governors B e e

ARTICLE VI
STATISTICAL DATA

Each member shall furnish or cause to be furnished such statistics in connection with insurance subject to the
Facility as may be required by the Facility, and each member agrees to permit its statistical agent to release any
such data as may be requested by the Facility. Such statistics shall be furnished at such times and in such form and
detail as may be required by the Facility.
ARTICLE VII
ANNUAL REPORT

(1) Operations of theFacility
There shall be furnished to each member an annual report of the operations of the Facility in such form and
detail as may be determined by the Board.

(2) Financial Statement for the Facility

The annual report shall include a financial statement of the Facility audited by an independent auditor
approved by the Legislative Services Commission of the North Carolina General Assembly.
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ARTICLE VI
INDEMNIFICATION

(1) Qualification for Indemnification

Any person or member made or threatened to be made a party to any action, suit or proceeding, because such
person or member served on the Board or on a committee of the Facility or was an officer or employee of the
Facility, shall be indemnified by the Facility against all judgments, fines, amounts paid in settlement, reasonable
costs and expenses including attorney's fees and any other liabilities that may be incurred as a result of such
action, suit or proceeding, or threatened action, suit or proceeding, except in relation to matters as to which
such person or member shall be adjudged in such action, suit or proceeding to be liable by reason of breach of
duty involving gross negligence, bad faith, dishonesty, willful misfeasance or reckless disregard of the
responsibilities in the performance of such person’s or member’s duties or obligations to the Facility and, with
respect to any criminal actions or proceedings, except when such person or member had reasonable cause to
believe that the conduct was unlawful. Such indemnification shall be provided whether or not such person or
member is a member or is holding office or is employed at the time of such action, suit or proceeding and
whether or not any such liability is incurred prior to the adoption of this Plan. Such indemnification shall not be
exclusive of other rights such person or member may have and shall extend to the successors, heirs, executors
or administrators of such person or member. In the event of settlement or other termination of a matter before
final adjudication, indemnification shall be provided only if the Board is advised by independent counsel that
the person or member to be indemnified did not in counsel's opinion commit such a breach of duty.

(2) Entitlement for Indemnification

In each instance in which a question of indemnification arises, entitlement thereto, pursuant to the conditions
set forth in the first paragraph of this Article VIII, shall be determined by the Board which shall also determine
the time and manner of payment of such indemnification; provided, however, that a person or member who or
which has been wholly successful, on the merits or otherwise, in the defense of a civil or criminal action, suit or
proceeding of the character described in the first paragraph of this Article VIII shall be entitled to indemnification
as authorized in such paragraph. Nothing herein shall be deemed to bind a person or member who or which
the Board has determined not to be entitled to indemnification, or to preclude such person or member from
asserting the right to such indemnification by legal proceedings. Such indemnification as is herein provided
shall be apportioned among all members, including any named in any such action, suit or proceeding, pursuant
to this Plan.
ARTICLE IX
THE FACILITY
(1) Cession of Risks

Cessions of eligible risks shall be made in accordance with this Plan of Operation, the rules and regulations of
the Board of Governors adopted and promulgated pursuant hereto and any amendments thereto.

(2) Coverage and Limits Eligible for Cession

{3) The following coverages of motor vehicle insurance and in at least the following amounts of insurance shall be

eligible for cession to the FacilityAdditional- Ceding-PrivilegesFacility:
a. Bodily Injury Liability: $50,000 each person, $100,000 each accident;
b. Property Damage Liability: $50,000 each accident;

c. Medical Payments: $1,000 each person, except that this coverage shall not be available for motorcycles or
mopeds;

d. Uninsured Motorist: $50,000 each person, $100,000 each accident for bodily injury; $50,000 each accident for
property damage ($100.00 deductible)

Underinsured Motorist: $50,000 each person, $100,000 each accident for bodily injury;

e. Any other motor vehicle insurance or financial responsibility limits for such insurance in the amounts required
by any federal law or federal agency regulation; by any law of this State; or by any rule duly adopted under
Chapter 150B of the General Statutes or by the North Carolina Utilities Commission.

(3) Additional Ceding Privileges

Additional ceding privileges for motor vehicle insurance shall be provided by the Board up to the following:
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a. Bodily Injury Liability: $100,000 each person, $300,000 each accident;

Property Damage Liability: $50,000 each accident;

c. Medical Payments: $2,000 each person, except that this coverage shall not be available for motorcycles or
mopeds;

d. Uninsured MetoristsMotorist: $1,000,000 each person and $1,000,000 each accident for bodily injury and
$50,000 each accident for property damage ($100.00 deductible).

e. Combined Uninsured and Underinsured MetoristsMotorist:

$1,000,000 each person and $1,000,000 each accident for bodily injury and $50,000 each accident for
uninsured meteristsmotorist property damage ($100.00 deductible).

4y E Limi

(4)

Higher Limits — Personal Excess Liability or Personal “Umbrella” Policies

(5)

(6)

7

For persons who must maintain liability coverage limits above those available under Section (3) of this Article
IX in order to obtain or continue coverage under personal excess liability or personal "umbrella" insurance
policies, additional ceding privileges for motor vehicle insurance shall be provided by the Board of Governors
up to the following:

a. Bodily Injury Liability: $250,000 each person, $500,000 each accident;
b. Property Damage Liability: $100,000 each accident;

c. Medical Payments: $5,000 each person, except that this coverage shall not be available for motorcycles or
mopeds.

d. Combined Uninsured and Underinsured MeteristsMotorist: $1,000,000 each person and $1,000,000 each
accident for bodily injury and $100,000 each accident for uninsured meteristsmotorist property damage
($100.00 deductible).

Notification of Facility

In order to cede an eligible risk effective when the binder or policy first becomes effective, and in order to cede
as of the renewal effective date a first renewal of such policy in effect at the effective date of this Plan, the
member must within 30 days of the binder or policy or renewal effective date notify the Facility. The Facility
shall accept eligible risks at other times on receipt of the required notice, but such acceptance shall not be
retroactive. The Facility shall accept renewal business involving eligible risks after the member on underwriting
review elects to again cede the business.

Definition of “Accident”

As used in this Article the term "accident" shall mean "occurrence" where the coverage is written on such basis.
Establishment and Filing

The Board of Governors shall establish and file with the Commissioner the classifications, rules, rates, rating
plans and policy forms to be used on motor vehicle insurance policies reinsured or written by the Facility.

The Board shall adopt and file with the Commissioner for approval or modification proposed revisions in the

classification and rating plans for other than non-fleet private passenger motor vehicle insurance ceded to the
Facility._The Board may authorize any licensed or statutory statistical organization or bureau to establish and file
any such classifications, rules, rates and rating plans on behalf of the Facility.

ARTICLE X
CESSIONS

Subiject to the limits of coverage and any limitations on cessions which are provided in this Plan and are not in
conflict with the provisions of Article 37 of Chapter 58 of the General Statutes, a member shall cede 100% of
anycoverage ceded to the Facility on eligible risks-ceded._No lesser equitable percentage is established in this
Plan.

ARTICLE XI
ASSESSMENTS, PARTICIPATION RATIOS, RECOUPMENT
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(1)

(2)

®3)

(4)

(5)

(6)

™

Facility Losses, Expenses, and Gains

Facility losses, expenses, and gains shall be determined on the basis of generally accepted insurance
accounting principles as incorporated in the NAIC Model Financial Statement Blank which the Commissioner
furnishes casualty insurers pursuant to the provisions of G.S. 58-2-165 and shall include all investment income
from the premiums on business reinsured by the Facility.

Preliminary Assessment

The Board shall, prior to commencement of operations of the Facility, levy a preliminary assessment on all
members for necessary initial expenses. Such initial assessment may be a uniform flat charge payable by each
member, or it may be on a uniform percentage basis (or bases) or any combination of the foregoing. Thereafter,
each member shall be assessed an annual minimum fee of $100.

Assessment, Distribution, and Recoupment
The Board periodically shall:
a. Assess members if necessary to defray losses and expenses;

b. Distribute any gains first to defray losses incurred since September 1, 1977, and then by credit or
reduction of recoupment surcharges to policies subject to recoupment surcharges;and

c. Recoup losses sustained by the Facility since September 1, 1977, by assessment of member companies
or by way of a surcharge on motor vehicle policies issued by member companies or through the Facility.

Recoupment of Assessment

Every member shall, following payment of any assessment, commence recoupment of that assessment by way
of a surcharge on motor vehicle insurance policies issued by the member or through the Facility. Such
surcharge shall be a percentage of premium adopted by the Board and the charges determined on the basis of
the surcharge shall be combined with and displayed as a part of the applicable premium charges. Recoupment
of losses sustained by the Facility with respect to nonfleet private passenger motor vehicles may be made only
by surcharging nonfleet private passenger motor vehicle insurance policies. If the amount collected during the
period of surcharge exceeds assessments paid by the member, the member shall pay over the excess to the
Facility on a date specified by the Board. If the amount collected during the period of surcharge is less than the
assessments paid by the member, the Facility shall pay the difference to the member.

Except as provided in Section (5) of this Article XI, the recoupment of losses shall not be considered as the
collection or imposition of rates or premiums for any purposes.

Insurance Producer Compensation

The Board of Governors shall adopt and implement a plan for compensation of insurance producers or
members when recoupment surcharges are imposed on motor vehicle insurance policies written to become
effective on or after October 1, 1981. Recoupment surcharges applied to such policies shall include an amount
necessary to recover the amount of such compensation to insurance producers.

Clean Risk Surcharge

The Board shall periodically determine the difference between the actual rates to be charged and the actuarially
sound and self-supporting rates for "clean risks" as defined in G.S. 58-37-35(1). Such difference may be
recouped through surcharges in the manner provided for in Sections 4 and 5 of this Article XI.

Subsequent Assessments
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All Facility costs, expenses, income, losses and gains shall be allocated among the members in accordance
with the following:

a—Each member's proportionate share of the private passenger non-fleet motor vehicle costs, expenses,

income, losses and gains shall be determined as the average of (i) the ratio of its total North Carolina private
passenger liability net direct written car years to the total such net direct written car years of all members
and

a. (ii) the ratio of its total North Carolina ceded private passenger liability net direct written car years to the

total such ceded net direct written car years of all members.

Each member's proportionate share of the all other motor vehicle costs, expenses, income, losses and gains
shall be determined as the average of (i) the ratio of its total North Carolina all other motor vehicle insurance
net direct written premiums to the total such net direct written premiums of all members and (ii) the ratio of
its total North Carolina ceded all other motor vehicle insurance net direct written premiums to the total such
ceded net direct written premiums of all members.

{9)(8) Determining Participation Ratios

For purposes of determining participation ratios, private passenger liability net direct written car years and all
other motor vehicle insurance premiums ceded to the Facility by a member as designated agency business
pursuant to Article Xlll shall not be included.

{10)(9) Allowances—Risk Distribution System

Allowances for existing debits and credits in the present risk distribution system may be made as provided in
the Rules of Operation.

ARTICLE XII
ALLOWANCES TO MEMBERS

(1) Underwriting Expenses
Each member ceding risks shall, subject to the limits of coverage and the limitations on cessions provided in
this Plan, receive a credit against its premiums written account on ceded business for underwriting expenses
in connection with ceded business. Such credit for each member shall consist of the total of the following
percentage allowances applied to premiums written on ceded business:

a.

For commissions, brokerage, other acquisition expenses, taxes, licenses, fees, and general expenses, a
ceding expense allowance determined for each member as the lesser of: (i) such member's ratio, for the
most recent calendar year, of its North Carolina motor vehicle insurance commissions, brokerage, other
acquisition expenses, taxes, licenses, fees and general expenses to its total North Carolina motor vehicle
insurance written premiums, or (ii) the average combined ratio of such expenses for all insurers adjusted to
reflect the anticipated difference, if any, between the average combined ratio otherwise applicable and the
provisions for such expenses underlying Facility rates.

For unallocated claim adjustment expenses, a claims expense allowance equal to the ratio, for the most
recent calendar year, of total North Carolina motor vehicle insurance unallocated claim adjustment
expenses to the total North Carolina motor vehicle insurance written premiums for all insurers, adjusted to
reflect the anticipated difference, if any, between such ratio and the provisions for unallocated loss
adjustment expenses underlying Facility rates.

For purposes of determining the above ratios, the calendar year experience shall be adjusted to offset the effect
of deviations filed and approved under the provisions of G.S. 58-36-30.
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(2) Losses— and—— Allocated Claim— _Adjustment Expenses

Each member ceding risks shall, with respect to losses incurred in connection therewith, subject to the limits of
coverages and the limitations on cessions provided in this Plan, receive a credit against its premiums written on
ceded business for losses and allocated claim adjustment expenses actually paid less recoveries received in
each month.

(3) Definition of "Allocated Claim Adjustment Expenses™

For the purposes of this Article XII, "allocated claim adjustment expenses" means those expenses which can
be directly allocated to a particular claim, as allowed and defined by the Board in the Rules of Operation. The
Board may, however, decide after due consideration that the allowance for allocated claim adjustment expense
shall be handled on the same basis as unallocated claim adjustmentexpense.

(4) Frequency of Reports

Each member shall report on a monthly basis separately for "private passenger non-fleet" and "all other" Facility
business its respective premiums written and allowable credits with respect thereto.

(5) Summary Reports

The Facility shall, quarterly or less frequently as determined by the Board, issue summaries to all members
reflecting each member's cumulative balances on Facility business, providing reimbursement for those
members with allowable credits in excess of written premiums, and shall submit a statement to those members
with premiums written which are in excess of allowable credits. A member so billed for premiums written shall
remit such excess within 20 days after receiving such statement, subject to interest charges at a legal interest
rate per month or fractional part thereof for late payment as provided in the Rules of Operation.

(6) Allowable Credits

A member which in any month reports allowable credits substantially in excess of premiums written for "private
passenger non-fleet" business or "all other" business shall be entitled to request reimbursement for such excess.
Unless the Board determines otherwise, the Facility shall reimburse the member for -such excess within 30 days
after approving such request.

(7) Audit Review

Facility business written by members shall be subject to review and audit by the Audit Committee and/or the
Compliance Committee, as appropriate, in a manner and time prescribed by the Board, and each member by
subscription to this Plan specifically authorizes the Facility to audit that part of the member's business which is
written subject to this Plan.

(8) Claim Review

The Claims Committee shall, subject to review by the Board, establish and supervise procedures for the review
of claim practices by members. Each member is required to adjust losses for ceded business fairly and
efficiently in the same manner as voluntary business losses and to effect settlement where settlement is
appropriate.

(9) Rules and Credits

The Board shall make provision for and promulgate rules for determining allowable credits to be applicable to
newly admitted members and other members for whom the allowances developed under paragraphs (1) and
(2) above are determined to be inappropriate. On a case by case basis the Board, on its own motion or upon
request, may also make reasonable exceptions for any member with respect to which it is determined or
demonstrated that serious inequities result from the application of this Article or the rules promulgated pursuant
thereto.
ARTICLE XIII
DESIGNATED AGENTS, FACILITY AGENTS

(1) Appointment of Agents

The Board of Governors shall contract with one or more members, as designated carriers, to appoint and
contract with such licensed insurance producers with property and casualty lines of authority as have met the
standards and security requirement specified in G.S. 58-37-35(g)(6) as determined by the Commissioner, in
accordance with the following rules:
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Such appointment shall be made within twenty days after receipt of the Commissioner's determination and
certification that such insurance producer has met the standards and security requirement.

Except as provided in Rules c. and d. of this Section, such designated agent shall agree that all eligible
motor vehicle insurance risks applying for coverage at limits which may be ceded to the Facility produced
{H-(i) by such designated agent or by the agency with which such designated agent is associated or (ii) by
any other agency with which such designated agent is associated or which is affiliated with the agency with
which such designated agent is associated, shall be written by the designated carrier; provided, however,
that such designated agent may petition the Board of Governors for a partial exemption from the
foregoing requirements of this subsection with respect to an agency in a separate geographical
location. Such designated agent shall agree further that no eligible motor vehicle insurance risks
applying for coverage at limits which may be ceded to the Facility shall be accepted under any
form of brokerage arrangement by the designated agent, by the agency with which the designated
agent is associated, or by any agency affiliated with the agency with which such designated agent
is associated, for submission to the designated carrier.

Designated agents appointed before September 1, 1987 may place liability insurance policies with a
voluntary carrier if and only if all policies written by the voluntary carrier are either:

(i) retained by the voluntary carrier or

(i) ceded to the Facility using Facility rates. Designated agents who place business with a voluntary carrier
must provide the Facility a list of policies written by their voluntary carrier. Such list shall be on a form
approved by the Facility and shall be furnished at least annually and otherwise as requested by the
Facility.

If such designated agent is or becomes a licensed agent of a member exempted by the Board of Governors
under Article X1V of this Plan of Operation and if such designated agent is orbecomes authorized by such
exempt member to solicit and accept premiums for motor vehicle insurance for any category of business
for which such member is not exempt, such designated agent shall not submit to the designated carrier any
motor vehicle insurance risks in any category of business with respect to which the agent is so authorized
by the exempt member.

Any designated agent who is disabled or retiring or the estate of any deceased designated agent may
transfer the designation and the book of business to some other licensed insurance producer with property
and casualty lines of authority meeting the requirements of law and under rules established by the Facility,
and a transfer from a designated agent appointed before September 1, 1987, shall entitle the transferee
designated agent to place liability insurance policies with a voluntary carrier. Such transfer shall
immediately terminate the authority of such designated agent or his estate to operate as a designated
agent.

Designated Carrier Eligibility

To be eligible to become a designated carrier, a member must:

a.

Be licensed in North Carolina to write and actively writing voluntary motor vehicle insurance as definedin
G.S. 58-37-1(7) in sufficient volume in North Carolina to assure that it will have a significant financial
interest in the adoption and use of reasonable underwriting guidelines.

Satisfy the Board that it has and will maintain underwriting procedures and criteria assuring that business
produced by designated agents will be appropriately classified and rated, pursuant to G.S. 58-37-35(g)(6).

Satisfy the Board that it has and will maintain the ability to provide policy writing, claims service, accounting
and reporting functions adequate (i) to serve the business produced by designated agents and
(i) to comply with the Facility's Plan and Rules of Operation.

(i) Have a Best's Policyholders' Rating Classification of at least B+, and have passed at least eight of the
National Association of Insurance Commissioners' Insurance Regulatory Information System (IRIS) tests
for the last year for which test results are generally available; or (ii) otherwise satisfy the Board that its
financial condition is and will be adequate to serve as a designated carrier.

Any member may apply to become a designated carrier by submitting a written application to the Board of
Governors. The Board may direct the applicant member to provide information demonstrating eligibility under
the requirements described above. Any applicant member meeting these requirements shall be appointed as a
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designated carrier upon majority vote of the Board of Governors.
(3) License as Facility Agent

If no member is willing to contract with any such insurance producer on terms acceptable to the Board of
Governors, the Board shall authorize such insurance producer, as a Facility agent, to write directly on behalf of
the Facility, and, to assist the Facility in accomplishing this objective, the Board may contract with one or more
servicing carriers or organizations.

(4) Development of Procedures

The Board of Governors shall develop reasonable procedures to assure that all business produced by
designated agents or Facility insurance producers and ceded to the Facility shall be rated using Facility rates.

(5) Contract Terms

Any contract entered into pursuant to thethis Article shall contain terms agreeable to all parties, shall provide
for cancellation by any party for reasonable cause, may be limited in duration for a fixed period or may contain
renewal provisions, and shall be subject to such reasonable terms and conditions, not inconsistent with this
Plan of Operation, as may be established by the Board of Governors.

(6) Rules and Conditions

The following rules and conditions shall govern all policies of motor vehicle liability insurance issued by a Facility
insurance producer pursuant to the provisions of this Article:

a. Such policies shall be issued in the name of the Facility if written by the Facility or in the name of the
servicing carrier on behalf of the Facility if written by a contractual servicing carrier.

b. Such policies shall be standard policies as prescribed by the Board of Governors and shall contain
appropriate language to reflect liability thereunder of the Facility.

c. Such policies shall be written for motor vehicle liability insurance only and shall not afford coverage in
excess of the limitations established in Article IX of this Plan of Operation.

(7) Books of Account

Servicing carriers for Facility insurance producers shall be required to maintain records, procedures, and reports
as specified by the Board of Governors in the Accounting and Statistical portion of the Rules of Operation of
the Facility. The books of account of servicing carriers shall be audited as directed by the Board of Governors.

(8) Commissions

The commission paid on the insurance coverages provided in this Article shall be the commission on insurance
coverages written through the North Carolina Automobile Insurance Plan on May 1, 1973. The same
commission shall apply uniformly statewide.

ARTICLE XIV
EXEMPTIONS FROM STATUTORY REQUIREMENTS

The Board may, upon proper petition, exempt a member and its agents from the requirements of Article 37, Chapter
58, General Statutes of North Carolina insofar as new business is concerned. The Board may upon proper petition
further exempt a member and its agents from the requirements of such Articles regarding selling and servicing a
particular category of business, if the member is not qualified to service the business.

ARTICLE XV
HEARINGS, REVIEW

For the purpose of ensuring that any person aggrieved by a decision of the Facility who is entitled to a hearing
before the Facility Board of Governors (“Board”) receive a full and complete opportunity to present all information
the person aggrieved deems necessary for consideration by the Board, the following procedures shall be observed
in regard to any hearing provided for before the Board:

(1) Formal Hearing Request

Any person aggrieved with respect to the operation of the Facility may request a formal hearing and ruling by
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(2

@)

(4)

(5)

the Board on any alleged failure to comply with the Plan or any alleged improper act or ruling in the
administration of the Facility. The request for hearing must be made within 15 days after the date of the alleged
violation or improper act or ruling. The hearing shall be held within 15 days after the receipt of the request,
provided that, upon agreement of the parties, the hearing may be held at a later date and may be held at a
regularly scheduled Board meeting. The hearing shall be held by any panel of the Board appointed by the Chair
consisting of not less than three Board members entitled to vote. A written statement setting forth those facts
and arguments that the person aggrieved desires the Board to consider shall be provided at least three (3)
business days in advance of the hearing. The Facility staff may present to the Board a written statement setting
forth any information it deems relevant to the Board's consideration of the matter not later than the
commencement of the hearing. When the hearing is to be held at a regularly scheduled Board meeting, the
presentation by the person aggrieved shall be limited to thirty (30) minutes, provided that the person aggrieved
may at the time of requesting a hearing advise the Facility that thirty (30) minutes is insufficient for the person
aggrieved to make a proper presentation to the Board, in which event the Facility Board shall set the hearing at
a time and in a manner to allow the person aggrieved such time as that person deems necessary for a full and
complete hearing. The Board may, in its sole discretion, decide the matter based upon the information
presented, refer the matter to a Facility committee for a recommendation to be made to the Board, continue the
hearing to a later date, and/or request or allow additional information to be presented at a later date. The ruling
of a majority of the panel shall be deemed to be the formal ruling of the Board unless the full Board on its own
motion shall modify or rescind the panel's action, and the ruling of the Board shall be issued in writing.

Appeal of Board Ruling

Any formal Board ruling may be appealed to the Commissioner by filing notice of appeal with the Facility and
Commissioner within 30 days after the date of the ruling's issuance. The Commissioner shall, after a hearing
held on not less than 30 days written notice to the appellant and to the Board, (i) issue an order approving the
ruling or (ii) after setting out findings and conclusions as to how the ruling is not in accordance with the Plan of
Operation, the Standard Practice Manual, or other provisions of Article 37 of Chapter 58 of the General Statutes
of North Carolina, direct the Board to reconsider the ruling. If the Commissioner directs the Board to reconsider
the ruling and the Board fails to take action in accordance with the Plan of Operation, the Standard Practice
Manual, or other provisions of Article 37 of Chapter 58 of the General Statutes of North Carolina, the
Commissioner may issue an order modifying the action of the Board to the extent necessary to comply with the
Plan of Operation, the Standard Practice Manual, or other provisions of Article 37 of Chapter 58 of the General
Statutes of North Carolina.

Public Hearing Request

Any aggrieved person, any member, or the Facility may request a public hearing and ruling by the
Commissioner on the provisions of the Plan, rules, regulations or policy forms approved by the Commissioner.
The request for a hearing shall specify the matters to be considered. The hearing shall be held within 30 days
after receipt of the request. The Commissioner shall give public notice of the hearing and the matters to be
considered not less than 15 days in advance of the hearing date.

Timeliness of Ruling

In any hearing held pursuant to G.S. 58-37-65 by the Board or the Commissioner, the Board or the
Commissioner as the case may be, shall issue a ruling or order within 30 days after the close of the hearing.

Judicial Review
All rulings or orders of the Commissioner under G.S. 58-37-65 are subject to judicial review as provided in
Section 58-2-75, of the General Statutes of North Carolina.

ARTICLE
XVI AMENDMENTS

Any and all provisions of this Plan and any previous amendments shall be subject to amendment, alteration, repeal
or re-enactment at any annual meeting of the Facility or at any special meeting called for that purpose. Not less
than fifteen days' written notice of any such meeting shall be given, or caused to be given, by the Chair of the Board,
in which notice the action proposed to be taken shall be fully setforth.
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Attachment 2

Section 2
PLAN OF OPERATION

ARTICLE 1
MEMBERSHIP OBLIGATIONS, GENERAL

(1) Name, Creation, Membership

There is created pursuant to Article 37 of Chapter 58 of the General Statutes of North Carolina a non-profit
unincorporated legal entity to be known as the North Carolina Reinsurance Facility (hereinafter referred to as
the "Facility") consisting of all insurers licensed to write and engaged in writing within this State motor vehicle
insurance or any component thereof. Every such insurer, as a prerequisite to further engaging in writing such
insurance in this State, shall be a member of the Facility and shall be bound by the provisions of said Article
37, the Plan of Operation (hereinafter referred to as the "Plan"), and the Rules of Operation promulgated by
the Board of Governors (hereinafter referred to as the "Board") pursuant thereto. No company may withdraw
from membership in the Facility unless it ceases to write motor vehicle insurance in this State or ceases to
be licensed to write such insurance.

(2) Obligations After Termination of Membership

Any company whose membership in the Facility has been terminated by withdrawal shall, nevertheless,
continue to be bound by the provisions of said Article 37, and the Plan and the Rules of Operation
promulgated by the Board pursuant thereto.

(3) Insolvency

Any unsatisfied net liability to the Facility of any insolvent member shall be assumed by and apportioned
among the remaining members in the Facility in the same manner in which assessments are apportioned by
the Facility. The Facility shall have all rights allowed by law in behalf of the remaining members against the
estate or funds of such insolvent member for sums due the Facility.

(4) Merger, Consolidation, Reinsurance

When a member has been merged or consolidated into another insurer, or another insurer has reinsured a
member's entire motor vehicle insurance business in North Carolina, such member and its successors in
interest and the other insurers with which it has been merged or consolidated shall remain liable for such
member's obligations hereunder.

(5) No Direct Liability

No judgment against the Facility shall create any direct liability in the individual members.

ARTICLE I
DEFINITIONS
The following terms have the meanings set forth below for purposes of this Plan of Operation. Terms used in this
Plan of Operation and defined in Article 37 of Chapter 58 of the North Carolina General Statutes have the meanings
set forth in Article 37 of Chapter 58.

"Cede" or "Cession" means the act of transferring the risk of loss from an individual member to all members
through the operation of the Facility.

"Commissioner" means the Commissioner of Insurance of North Carolina.

"Eligible risk," for the purpose of motor vehicle insurance other than nonfleet private passenger motor vehicle
insurance, means:
a. A person who is a resident of this State who owns a motor vehicle registered or principally garaged in
this State;
b. A person who has a valid driver's license in this State;
c. A person who is required to file proof of financial responsibility under Article 9A or 13 of Chapter 20 ofthe
General Statutes in order to register his or her motor vehicle or to obtain a driver's license in this State;
d. A nonresident of this State who owns a motor vehicle registered and principally garaged in this State;or
e. The State and its agencies and cities, counties, towns and municipal corporations in this State and
their agencies.
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However, no person shall be deemed an eligible risk if timely payment of premium is not tendered or if there
is a valid unsatisfied judgment of record against such person for recovery of amounts due for motor vehicle
insurance premiums and such person has not been discharged from paying said judgment, or if such person
does not furnish the information necessary to effect insurance.

“Eligible risk,” for the purpose of nonfleet private passenger motor vehicle insurance, means:
a. Aresident of this State who owns a motor vehicle registered or principally garaged in this State:
b. A resident of this State and who has a valid driver’s license issued by this State;
c. A person who is required to file proof of financial responsibility under Article 9A or 13 of Chapter 20 of
the General Statutes in order to register his or her vehicle or to obtain a driver’s license in this State;
d. A nonresident of this State who owns a motor vehicle registered and principally garaged in this State;
e. A nonresident of the State who is one of the following:

1. A member of the United States Armed Forces stationed in this State, or deployed outside this State
from a home base in this State, who intends to return to his or her homesstate;

2. The spouse of a nonresident member of the United States Armed Forces stationed in this State, or
deployed outside this State from a home base in this State, who intends to return to his or her home
state;

3. An out-of-state student who intends to return to his or her home state upon completion of his or her
time as a student enrolled in school in this State; or

f. The State and its agencies and cities, counties, towns, and municipal corporations in this State and
their agencies.

However, no person shall be deemed an eligible risk (a) if timely payment of premium is not tendered, (b) if there
is a valid unsatisfied judgment of record against the person which the person has not been discharged from
paying, for recovery of amounts due for (i) motor vehicle insurance premiums or (ii) payments recoverable under
a policy because the issuance of the policy was induced by a knowing and material misrepresentation of facts
relating to the insured’s status as an eligible risk, or (c) if the person does not furnish the information necessary
to effect insurance.

"Motor Vehicle" means every self-propelled vehicle that is designed for use upon a highway, including trailers
and semitrailers designed for use with such vehicles (except traction engines, road rollers, farm tractors, tractor
cranes, power shovels, and well drillers). “Motor vehicle” also means a motorcycle, as defined in G.S. 20-
4.01(27)h, and a moped, as defined in G.S. 20-4.01(27)j. “Motor Vehicle” does not mean an electric assisted
bicycle, as defined in G.S. 20-4.01(7a).

"Motor Vehicle Insurance" means direct insurance against liability arising out of the ownership, operation,
maintenance or use of a motor vehicle for bodily injury including death and property damage and includes medical
payments and uninsured and underinsured motorists coverages. With respect to motor carriers who are subject
to the financial responsibility requirements established under the Federal Motor Carrier Act of 1980, the term
"motor vehicle insurance" includes coverage with respect to environmental restoration. As used in this subsection
the term, “environmental restoration” means restitution for the loss, damage, or destruction of natural resources
arising out of the accidental discharge, dispersal, release, or escape into or upon the land, atmosphere, water
course, or body of water of any commodity transported by a motor carrier. Environmental restoration includes the
cost of removal and the cost of necessary measures taken to minimize or mitigate damage to human health, the
natural environment, fish, shellfish, and wildlife.

"Person" means every natural person, firm, partnership, association, trust, limited liability company, firm,
corporation, government, or governmental agency.

“Principally garaged” means the vehicle is garaged for six or more months of the current or preceding year on
property in this State which is owned, leased, or otherwise lawfully occupied by the owner of the vehicle.”

ARTICLE 1l
OFFICES, MEMBER MEETINGS
(1) Offices

The offices of the Facility shall be located in Raleigh, North Carolina or at such other location in North Carolina
as may from time to time be determined by the Board.

(2) Regular Meetings

There shall be an annual meeting of the Facility in Raleigh, North Carolina in October (unless the Chief
Executive Officer shall designate some other date and place).
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3)

(4)

()

(6)

(7)

(8)

(9)

Special Meetings

Special meetings of the Facility may be called at any time by the Chair of the Board, and special meetings
shall be called by the Chair upon the written request of the Commissioner or of five voting members of the
Board.

Mode of Meetings

Meetings of the Facility may be held in person or by teleconference, videoconference, secure portal, other
technology approved by the Board of Governors for Facility business, or a combination thereof thereby
creating a hybrid format, as determined by the Chair, the Chief Executive Officer, or the Board of Governors.

Notice of Meetings

Notice of all annual and special meetings of the Facility shall be given or caused to be given to each member
in writing by mail, electronic mail, or other electronic means approved by the Board of Governors. Notice of
meetings shall be directed to each member at its latest address on file with the Facility. Except where
otherwise provided in this Plan, notice of meetings shall be given not less than 10 days prior to the meeting.
At least 20 days notice of the annual meeting of the Board of Governors shall be given to all Board members.

Notices shall specify the place and/or mode, date, and time of the meeting, and the means of participation,
by which members may be deemed to be present and vote at such meeting.

A quorum at any annual or special meeting of the Facility shall consist of 51% of the members, which
members may be represented at the meeting in person, virtually, remotely, or by proxy.

Powers

The matters to be considered at any special meeting of the Facility shall be only those matters set forth in
the notice of such meeting. At annual meetings members may consider and act upon all matters properly
brought before them, whether or not contained in the notice thereof.

Voting Rights

Each member of the Facility shall be entitled to one vote at all meetings of the Facility. Except where
otherwise provided in this Plan, action may be taken at any such meeting only upon a majority vote of the
members voting provided such vote represents not less than 70% of the total North Carolina net direct motor
vehicle insurance premiums written during the latest reported calendar year by all members voting.

Proxies
Members may be represented at any meeting by proxy and voting by proxy shall be permitted.
Voting

Members of the Facility may vote in person, via proxy, via electronic voting platform, or via other technology
approved by the Board of Governors.

(10) Minutes of Meeting

™

Minutes of all meetings of the Facility and of the Board shall be available to members upon request.

ARTICLE IV
BOARD OF GOVERNORS
Membership of Board

The Board of Governors shall consist of twelve Board members having one vote each from the classifications
hereinafter enumerated plus two nonvoting public members who are not employed by or affiliated with any
insurance company or the Department of Insurance plus the Commissioner who shall serve ex officio without
vote. The two nonvoting public members shall be appointed by the Governor to serve at the Governor's
pleasure. Each member serving on the Board shall be represented by a senior officer. Not more than one
member in a group under the same ownership or management shall be represented on the Board at the same
time.

Five Board members shall be selected by the members, one each from the following groups: The American
Insurance Association (or its successors), the Property Casualty Insurers Association of America (or its
successors), stock insurers not affiliated with those trade associations, nonstock insurers not affiliated with
those trade associations, and the industry at large regardless of trade affiliation. The at-large insurer shall
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(2)

)

4)

be selected by the insurer company members of the Board. The Commissioner shall appoint two Board
members who are Facility insurance company members domiciled in this State. The Commissioner shall
appoint one member of the Board who shall be selected from two nominees submitted by the Alliance of
Insurance Agents of North Carolina. The Commissioner shall appoint four members of the Board who shall
be insurance producers with property and casualty lines of authority licensed in North Carolina and actively
engaged in writing motor vehicle insurance in this State. The term of office of the Board members shall be
three years. All Board members shall serve until their successors are selected and qualified and the
Commissioner may fill any vacancy on the Board from any of the aforementioned classifications until such
vacancies are filled in accordance with the provisions of this Plan.

Selection of Board Members

Selection of the at-large insurer Board member and the Board members representing the trade associations
shall be made in accordance with the procedures of each such selecting group.

Nominations and voting for Board members representing unaffiliated members shall be by unaffiliated
members of the same groups (stock or non-stock members) and may be in person, virtually, remotely, or by
proxy. Each unaffiliated member shall be entitled to one vote at all such Board member selection meetings.
The votes of a majority of the members voting within the particular group (stock or non-stock members) shall
select its respective Board member. No unaffiliated member which is a part of a group under the same
ownership or management shall by reason thereof be deprived of the right to vote unless such owner or
manager is a member of one of the trade associations namedherein.

The names of the Board members selected as described above shall be announced at an appropriate annual
or special meeting of the Facility.

Election of Chair and Vice Chair

The Board shall annually (or at such other times as may be necessary) elect from its membership a Chair
and Vice Chair and shall meet as often as the Chair shall require or at the request of four Board members.
The Chair and Vice Chair shall retain the right to vote on all issues. The same member may not serve in the
role of Chair for more than two consecutive years; provided, however, that a member may continue to serve
as Chair until a successor Chair is elected and qualified.

Powers and Responsibilities of the Board

The Board shall have full power and administrative responsibility for the operation of the Facility Such
administrative responsibility shall include but not be limited to:

1) Proper establishment and implementation of the Facility.

2) Employment of a manager who shall be responsible for the continuous operation of the Facility and such
other employees, officers and committees as it deems necessary.

3) Provision for appropriate housing and equipment to assure the efficient operation of the Facility.

4)

Promulgation of reasonable rules and regulations for the administration and operation of the Facility and
delegation to the manager of such authority as it deems necessary to insure the proper administration and
operation thereof.

5) To sue and be sued in the name of the Facility; however, no judgment against the Facility shall create any
direct liability in the individual member companies of the Facility.

6) To receive and record cessions.

7) To assess members on the basis of participation ratios established in this Plan to cover anticipated or
incurred costs of operation and administration of the Facility at such intervals as are established in this
Plan.

8) To contract for goods and services from others to assure the efficient operation of the Facility.

9) To hear and determine complaints of any company, insurance producer, or other interested party

concerning the operation of the Facility.

10) To establish reasonable rules for the appointment of designated agents in accordance with G.S. 58-37-

35(g)(6), which rules are set forth in Article XIII hereof.

11) To maintain all loss, expense, and premium data relative to all risks reinsured in the Facility, and to require
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each member to furnish such statistics relative to insurance reinsured by the Facility at such times and in
such form and detail as may be required.

12) To establish fair and reasonable procedures for the sharing among members of any loss on Facility
business that cannot be recouped under G.S. 58-37-40(e) and other costs, charges, expenses, liabilities,
income, property and other assets of the Facility and for assessing or distributing to members their
appropriate shares, which shares may be based on the member's premiums for voluntary business for the
appropriate category of motor vehicle insurance or by any other fair and reasonable method.

13) To receive or distribute all sums required by the operation of the Facility.
14) To accept all risks submitted in accordance with Article 37 of Chapter 58.

15) To establish procedures for reviewing claims practices of member companies to the end that claims to
the account of the Facility will be handled fairly and efficiently.

16) To adopt and enforce all rules and to do anything else where the Board is not elsewhere herein
specifically empowered which is otherwise necessary to accomplish the purpose of the Facility and is
not in conflict with the other provisions of Article 37 of Chapter 58.

Reimbursement of Board Member Expenses

Board members shall receive reimbursement from the Facility for their actual and necessary expenses
incurred on Facility business, en route to perform Facility business, and while returning from Facility business
plus a per diem allowance of $25.00 which may be waived. The Board may make provision for reimbursement
for actual and necessary expenses incurred by others on Facility business.

Board Meetings

Seven members of the Board entitled to vote shall constitute a quorum. All meetings of the Board shall be
held in North Carolina, or at some other place as may be designated by the Chair or the Chief Executive
Officer. Meetings of the Facility may be held in person or by teleconference, videoconference, secure portal,
other technology approved by the Board of Governors for Facility business, or a combination thereof thereby
creating a hybrid format, as determined by the Chair, the Chief Executive Officer, or the Board of Governors.
The Board may provide for proxy voting at meetings of the Board.

Mail or Electronic Votes

Except as otherwise provided in this Plan of Operation, the Chair of the Board, the Chief Executive Officer,
or the designee of either of them shall have authority to submit any matter to the Board for action outside of
a meeting by requesting a vote through mail, electronic mail, electronic voting platform, or other technology
approved by the Board of Governors for Facility business (“Mail or Electronic Vote”).. The submission shall
be sent to all members of the Board and shall specify the final date for voting, which date shall be not less
than ten days following the mailing thereof for a mail vote and not less than five days following the
transmission thereof for an electronic vote. Except as provided below, any motion, recommendation,
proposal, or matter which receives a favorable Mail or Electronic Vote within the allotted time from eight or
more of the members of the Board eligible to vote shall be deemed to be adopted to the same extent and
with the same effect as if it had been approved and adopted at a duly constituted meeting of the Board.
Notwithstanding the foregoing, a motion, recommendation, proposal, or matter will not be deemed to have
been adopted as a result of a Mail or Electronic Vote if the Chair, the Chief Executive Officer, or the designee
of either of them receives on or before the final date fixed for voting written or verbal requests from two or
more members of the Board that the matter be considered at a meeting of the Board.

Employment of Manager

The Board shall employ a manager who shall be responsible for the continuous operation of the Facility and
whose title shall be Chief Executive Officer. The Board may delegate to such manager such authority as it
deems necessary to ensure the proper administration and operation of the Facility.

ARTICLE V
COMMITTEES

Establishment of Advisory Committees
The Board shall establish the following advisory committees of the Facility:
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Claims Committee

a
b. Audit Committee

¢. Rating Committee
d

Compliance Committee
Miscellaneous Committees

The Board may establish such other committees or task forces of the Facility as it deems necessary.

Committee Meetings

Meetings of committees of the Facility may be held in person or by teleconference, videoconference, secure
portal, other technology approved by the Board of Governors for Facility business, or a combination thereof
thereby creating a hybrid format, as determined by the Chair, the Chief Executive Officer, or the Board of
Governors.

ARTICLE VI
STATISTICAL DATA

Each member shall furnish or cause to be furnished such statistics in connection with insurance subject to the
Facility as may be required by the Facility, and each member agrees to permit its statistical agent to release any
such data as may be requested by the Facility. Such statistics shall be furnished at such times and in such form
and detail as may be required by the Facility.

o)

2

(1)

(2

ARTICLE VII
ANNUAL REPORT

Operations of theFacility
There shall be furnished to each member an annual report of the operations of the Facility in such form and
detail as may be determined by the Board.

Financial Statement for the Facility

The annual report shall include a financial statement of the Facility audited by an independent auditor
approved by the Legislative Services Commission of the North Carolina General Assembly.

ARTICLE Vil
INDEMNIFICATION

Qualification for Indemnification

Any person or member made or threatened to be made a party to any action, suit or proceeding, because
such person or member served on the Board or on a committee of the Facility or was an officer or employee
of the Facility, shall be indemnified by the Facility against all judgments, fines, amounts paid in settlement,
reasonable costs and expenses including attorney's fees and any other liabilities that may be incurred as a
result of such action, suit or proceeding, or threatened action, suit or proceeding, except in relation to matters
as to which such person or member shall be adjudged in such action, suit or proceeding to be liable by reason
of breach of duty involving gross negligence, bad faith, dishonesty, willful misfeasance or reckless disregard
of the responsibilities in the performance of such person’s or member’s duties or obligations to the Facility
and, with respect to any criminal actions or proceedings, except when such person or member had
reasonable cause to believe that the conduct was unlawful. Such indemnification shall be provided whether
or not such person or member is a member or is holding office or is employed at the time of such action, suit
or proceeding and whether or not any such liability is incurred prior to the adoption of this Plan. Such
indemnification shall not be exclusive of other rights such person or member may have and shall extend to
the successors, heirs, executors or administrators of such person or member. In the event of settlement or
other termination of a matter before final adjudication, indemnification shall be provided only if the Board is
advised by independent counsel that the person or member to be indemnified did not in counsel's opinion
commit such a breach of duty.

Entitlement for Indemnification

In each instance in which a question of indemnification arises, entitlement thereto, pursuant to the conditions
set forth in the first paragraph of this Article VIII, shall be determined by the Board which shall also determine
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the time and manner of payment of such indemnification; provided, however, that a person or member who
or which has been wholly successful, on the merits or otherwise, in the defense of a civil or criminal action,
suit or proceeding of the character described in the first paragraph of this Article VIl shall be entitled to
indemnification as authorized in such paragraph. Nothing herein shall be deemed to bind a person or member
who or which the Board has determined not to be entitled to indemnification, or to preclude such person or
member from asserting the right to such indemnification by legal proceedings. Such indemnification as is
herein provided shall be apportioned among all members, including any named in any such action, suit or
proceeding, pursuant to this Plan.
ARTICLE IX
THE FACILITY
Cession of Risks

Cessions of eligible risks shall be made in accordance with this Plan of Operation, the rules and regulations of
the Board of Governors adopted and promulgated pursuant hereto and any amendments thereto.

Coverage and Limits Eligible for Cession

The following coverages of motor vehicle insurance and in at least the following amounts of insurance shall be
eligible for cession to the Facility:

a. Bodily Injury Liability: $50,000 each person, $100,000 each accident;
b. Property Damage Liability: $50,000 each accident;

c. Medical Payments: $1,000 each person, except that this coverage shall not be available for motorcycles or
mopeds;

d. Uninsured Motorist: $50,000 each person, $100,000 each accident for bodily injury; $50,000 each accident
for property damage ($100.00 deductible)

e. Underinsured Motorist: $50,000 each person, $100,000 each accident for bodily injury;

f.  Any other motor vehicle insurance or financial responsibility limits for such insurance in the amounts
required by any federal law or federal agency regulation; by any law of this State; or by any rule duly
adopted under Chapter 150B of the General Statutes or by the North Carolina Utilities Commission.

Additional Ceding Privileges

Additional ceding privileges for motor vehicle insurance shall be provided by the Board up to the following:
a. Bodily Injury Liability: $100,000 each person, $300,000 each accident;

b. Property Damage Liability: $50,000 each accident;

c. Medical Payments: $2,000 each person, except that this coverage shall not be available for motorcycles
or mopeds;

d. Uninsured Motorist: $1,000,000 each person and $1,000,000 each accident for bodily injury and $50,000
each accident for property damage ($100.00 deductible).

e. Combined Uninsured and Underinsured Motorist:

$1,000,000 each person and $1,000,000 each accident for bodily injury and $50,000 each accident for
uninsured motorist property damage ($100.00 deductible).

Higher Limits — Personal Excess Liability or Personal “Umbrella” Policies

For persons who must maintain liability coverage limits above those available under Section (3) of this Article
IX in order to obtain or continue coverage under personal excess liability or personal "umbrella" insurance
policies, additional ceding privileges for motor vehicle insurance shall be provided by the Board of Governors
up to the following:

a. Bodily Injury Liability: $250,000 each person, $500,000 each accident;
b. Property Damage Liability: $100,000 each accident;

c. Medical Payments: $5,000 each person, except that this coverage shall not be available for motorcycles
or mopeds.

d. Combined Uninsured and Underinsured Motorist: $1,000,000 each person and $1,000,000 each accident
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for bodily injury and $100,000 each accident for uninsured motorist property damage ($100.00
deductible).

Notification of Facility

In order to cede an eligible risk effective when the binder or policy first becomes effective, and in order to
cede as of the renewal effective date a first renewal of such policy in effect at the effective date of this Plan,
the member must within 30 days of the binder or policy or renewal effective date notify the Facility. The
Facility shall accept eligible risks at other times on receipt of the required notice, but such acceptance shall
not be retroactive. The Facility shall accept renewal business involving eligible risks after the member on
underwriting review elects to again cede the business.

Definition of “Accident”

As used in this Article the term "accident” shall mean "occurrence" where the coverage is written on such
basis.

Establishment and Filing

The Board of Governors shall establish and file with the Commissioner the classifications, rules, rates, rating
plans and policy forms to be used on motor vehicle insurance policies reinsured or written by the Facility.
The Board shall adopt and file with the Commissioner for approval or modification proposed revisions in the
classification and rating plans for other than non-fleet private passenger motor vehicle insurance ceded to the
Facility.

The Board may authorize any licensed or statutory statistical organization or bureau to establish and file any
such classifications, rules, rates and rating plans on behalf of the Facility.

ARTICLE X
CESSIONS

Subject to the limits of coverage and any limitations on cessions which are provided in this Plan and are not in
conflict with the provisions of Article 37 of Chapter 58 of the General Statutes, a member shall cede 100% of
coverage ceded to the Facility on eligible risks. No lesser equitable percentage is established in this Plan.

(1)

(2)

@)

(4)

ARTICLE XI
ASSESSMENTS, PARTICIPATION RATIOS, RECOUPMENT

Facility Losses, Expenses, and Gains

Facility losses, expenses, and gains shall be determined on the basis of generally accepted insurance
accounting principles as incorporated in the NAIC Model Financial Statement Blank which the Commissioner
furnishes casualty insurers pursuant to the provisions of G.S. 58-2-165 and shall include all investment
income from the premiums on business reinsured by the Facility.

Preliminary Assessment

The Board shall, prior to commencement of operations of the Facility, levy a preliminary assessment on all
members for necessary initial expenses. Such initial assessment may be a uniform flat charge payable by
each member, or it may be on a uniform percentage basis (or bases) or any combination of the foregoing.
Thereafter, each member shall be assessed an annual minimum fee of $100.

Assessment, Distribution, and Recoupment
The Board periodically shall:
a. Assess members if necessary to defray losses and expenses;

b. Distribute any gains first to defray losses incurred since September 1, 1977, and then by credit
or reduction of recoupment surcharges to policies subject to recoupment surcharges;and

c. Recoup losses sustained by the Facility since September 1, 1977, by assessment of member
companies or by way of a surcharge on motor vehicle policies issued by member companies or
through the Facility.

Recoupment of Assessment
Every member shall, following payment of any assessment, commence recoupment of that assessment by
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way of a surcharge on motor vehicle insurance policies issued by the member or through the Facility. Such
surcharge shall be a percentage of premium adopted by the Board and the charges determined on the basis
of the surcharge shall be combined with and displayed as a part of the applicable premium charges.
Recoupment of losses sustained by the Facility with respect to nonfleet private passenger motor vehicles
may be made only by surcharging nonfleet private passenger motor vehicle insurance policies. If the amount
collected during the period of surcharge exceeds assessments paid by the member, the member shall pay
over the excess to the Facility on a date specified by the Board. If the amount collected during the period of
surcharge is less than the assessments paid by the member, the Facility shall pay the difference to the
member.

Except as provided in Section (5) of this Article XI, the recoupment of losses shall not be considered as the
collection or imposition of rates or premiums for any purposes.

Insurance Producer Compensation

The Board of Governors shall adopt and implement a plan for compensation of insurance producers or
members when recoupment surcharges are imposed on motor vehicle insurance policies written to become
effective on or after October 1, 1981. Recoupment surcharges applied to such policies shall include an
amount necessary to recover the amount of such compensation to insurance producers.

Clean Risk Surcharge

The Board shall periodically determine the difference between the actual rates to be charged and the
actuarially sound and self-supporting rates for "clean risks" as defined in G.S. 58-37-35(1). Such difference
may be recouped through surcharges in the manner provided for in Sections 4 and 5 of this Article XI.

Subsequent Assessments

All Facility costs, expenses, income, losses and gains shall be allocated among the members in accordance
with the following:

a. Each member's proportionate share of the private passenger non-fleet motor vehicle costs, expenses,
income, losses and gains shall be determined as the average of (i) the ratio of its total North Carolina
private passenger liability net direct written car years to the total such net direct written car years of all
members and (ii) the ratio of its total North Carolina ceded private passenger liability net direct written car
years to the total such ceded net direct written car years of all members.

b. Each member's proportionate share of the all other motor vehicle costs, expenses, income, losses and
gains shall be determined as the average of (i) the ratio of its total North Carolina all other motor vehicle
insurance net direct written premiums to the total such net direct written premiums of all members and (ii)
the ratio of its total North Carolina ceded all other motor vehicle insurance net direct written premiums to
the total such ceded net direct written premiums of all members.

Determining Participation Ratios

For purposes of determining participation ratios, private passenger liability net direct written car years and all
other motor vehicle insurance premiums ceded to the Facility by a member as designated agency business
pursuant to Article XllI shall not be included.

Allowances—Risk Distribution System

Allowances for existing debits and credits in the present risk distribution system may be made as provided in
the Rules of Operation.

ARTICLE Xl
ALLOWANCES TO MEMBERS

Underwriting Expenses

Each member ceding risks shall, subject to the limits of coverage and the limitations on cessions provided in
this Plan, receive a credit against its premiums written account on ceded business for underwriting expenses
in connection with ceded business. Such credit for each member shall consist of the total of the following
percentage allowances applied to premiums written on ceded business:

a. For commissions, brokerage, other acquisition expenses, taxes, licenses, fees, and general expenses, a
ceding expense allowance determined for each member as the lesser of: (i) such member's ratio, for the
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most recent calendar year, of its North Carolina motor vehicle insurance commissions, brokerage, other
acquisition expenses, taxes, licenses, fees and general expenses to its total North Carolina motor vehicle
insurance written premiums, or (ii) the average combined ratio of such expenses for all insurers adjusted
to reflect the anticipated difference, if any, between the average combined ratio otherwise applicable and
the provisions for such expenses underlying Facility rates.

b. For unallocated claim adjustment expenses, a claims expense allowance equal to the ratio, for the most
recent calendar year, of total North Carolina motor vehicle insurance unallocated claim adjustment
expenses to the total North Carolina motor vehicle insurance written premiums for all insurers, adjusted
to reflect the anticipated difference, if any, between such ratio and the provisions for unallocated loss
adjustment expenses underlying Facility rates.

For purposes of determining the above ratios, the calendar year experience shall be adjusted to offset the
effect of deviations filed and approved under the provisions of G.S. 58-36-30.

(2) Losses and Allocated Claim Adjustment Expenses

Each member ceding risks shall, with respect to losses incurred in connection therewith, subject to the limits
of coverages and the limitations on cessions provided in this Plan, receive a credit against its premiums
written on ceded business for losses and allocated claim adjustment expenses actually paid less recoveries
received in each month.

(3) Definition of "Allocated Claim Adjustment Expenses"

For the purposes of this Article XlI, "allocated claim adjustment expenses" means those expenses which can
be directly allocated to a particular claim, as allowed and defined by the Board in the Rules of Operation. The
Board may, however, decide after due consideration that the allowance for allocated claim adjustment
expense shall be handled on the same basis as unallocated claim adjustment expense.

(4) Frequency of Reports

Each member shall report on a monthly basis separately for "private passenger non-fleet" and "all other"
Facility business its respective premiums written and allowable credits with respect thereto.

(5) Summary Reports

The Facility shall, quarterly or less frequently as determined by the Board, issue summaries to all members
reflecting each member's cumulative balances on Facility business, providing reimbursement for those
members with allowable credits in excess of written premiums, and shall submit a statement to those
members with premiums written which are in excess of allowable credits. A member so billed for premiums
written shall remit such excess within 20 days after receiving such statement, subject to interest charges at
alegal interest rate per month or fractional part thereof for late payment as provided in the Rules of Operation.

(6) Allowable Credits

A member which in any month reports allowable credits substantially in excess of premiums written for "private
passenger non-fleet" business or "all other" business shall be entitled to request reimbursement for such
excess. Unless the Board determines otherwise, the Facility shall reimburse the member for such excess within
30 days after approving such request.

(7) Audit Review

Facility business written by members shall be subject to review and audit by the Audit Committee and/or the
Compliance Committee, as appropriate, in a manner and time prescribed by the Board, and each member
by subscription to this Plan specifically authorizes the Facility to audit that part of the member's business
which is written subject to this Plan.

(8) Claim Review

The Claims Committee shall, subject to review by the Board, establish and supervise procedures for the
review of claim practices by members. Each member is required to adjust losses for ceded business fairly
and efficiently in the same manner as voluntary business losses and to effect settlement where settlement is
appropriate.

(9) Rules and Credits
The Board shall make provision for and promulgate rules for determining allowable credits to be applicable
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to newly admitted members and other members for whom the allowances developed under paragraphs (1)
and

(2) above are determined to be inappropriate. On a case by case basis the Board, on its own motion or upon
request, may also make reasonable exceptions for any member with respect to which it is determined or
demonstrated that serious inequities result from the application of this Article or the rules promulgated
pursuant thereto.

ARTICLE Xl
DESIGNATED AGENTS, FACILITY AGENTS

Appointment of Agents

The Board of Governors shall contract with one or more members, as designated carriers, to appoint and
contract with such licensed insurance producers with property and casualty lines of authority as have met the
standards and security requirement specified in G.S. 58-37-35(g)(6) as determined by the Commissioner, in
accordance with the following rules:

a. Such appointment shall be made within twenty days after receipt of the Commissioner's determination
and certification that such insurance producer has met the standards and security requirement.

b. Except as provided in Rules c. and d. of this Section, such designated agent shall agree that all eligible
motor vehicle insurance risks applying for coverage at limits which may be ceded to the Facility produced
(i) by such designated agent or by the agency with which such designated agent is associated or (ii) by
any other agency with which such designated agent is associated or which is affiliated with the agency
with which such designated agent is associated, shall be written by the designated carrier; provided,
however, that such designated agent may petition the Board of Governors for a partial exemption from the
foregoing requirements of this subsection with respect to an agency in a separate geographical
location. Such designated agent shall agree further that no eligible motor vehicle insurance risks
applying for coverage at limits which may be ceded to the Facility shall be accepted under any
form of brokerage arrangement by the designated agent, by the agency with which the
designated agent is associated, or by any agency affiliated with the agency with which such
designated agent is associated, for submission to the designated carrier.

c. Designated agents appointed before September 1, 1987 may place liability insurance policies with a
voluntary carrier if and only if all policies written by the voluntary carrier are either:

(i) retained by the voluntary carrier or

(i) ceded to the Facility using Facility rates. Designated agents who place business with a voluntary
carrier must provide the Facility a list of policies written by their voluntary carrier. Such list shall be on
a form approved by the Facility and shall be furnished at least annually and otherwise as requested
by the Facility.

d. If such designated agent is or becomes a licensed agent of a member exempted by the Board of
Governors under Article XIV of this Plan of Operation and if such designated agent is or becomes
authorized by such exempt member to solicit and accept premiums for motor vehicle insurance for any
category of business for which such member is not exempt, such designated agent shall not submit to
the designated carrier any motor vehicle insurance risks in any category of business with respect to which
the agent is so authorized by the exempt member.

e. Any designated agent who is disabled or retiring or the estate of any deceased designated agent may
transfer the designation and the book of business to some other licensed insurance producer with
property and casualty lines of authority meeting the requirements of law and under rules established by
the Facility, and a transfer from a designated agent appointed before September 1, 1987, shall entitle
the transferee designated agent to place liability insurance policies with a voluntary carrier. Such transfer
shall immediately terminate the authority of such designated agent or his estate to operate as a
designated agent.

Designated Carrier Eligibility

To be eligible to become a designated carrier, a member must:
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a. Be licensed in North Carolina to write and actively writing voluntary motor vehicle insurance as definedin
G.S. 58-37-1(7) in sufficient volume in North Carolina to assure that it will have a significant financial
interest in the adoption and use of reasonable underwriting guidelines.

b. Satisfy the Board that it has and will maintain underwriting procedures and criteria assuring that business
produced by designated agents will be appropriately classified and rated, pursuant to G.S. 58-37-35(g)(6).

c. Satisfy the Board that it has and will maintain the ability to provide policy writing, claims service,
accounting and reporting functions adequate (i) to serve the business produced by designated agentsand
(i) to comply with the Facility's Plan and Rules of Operation.

d. (i) Have a Best's Policyholders' Rating Classification of at least B+, and have passed at least eight of the
National Association of Insurance Commissioners' Insurance Regulatory Information System (IRIS) tests
for the last year for which test results are generally available; or (ii) otherwise satisfy the Board that its
financial condition is and will be adequate to serve as a designated carrier.

Any member may apply to become a designated carrier by submitting a written application to the Board of
Governors. The Board may direct the applicant member to provide information demonstrating eligibility under
the requirements described above. Any applicant member meeting these requirements shall be appointed as
a designated carrier upon majority vote of the Board of Governors.

License as Facility Agent

If no member is willing to contract with any such insurance producer on terms acceptable to the Board of
Governors, the Board shall authorize such insurance producer, as a Facility agent, to write directly on behalf
of the Facility, and, to assist the Facility in accomplishing this objective, the Board may contract with one or
more servicing carriers or organizations.

Development of Procedures

The Board of Governors shall develop reasonable procedures to assure that all business produced by
designated agents or Facility insurance producers and ceded to the Facility shall be rated using Facility rates.

Contract Terms

Any contract entered into pursuant to this Article shall contain terms agreeable to all parties, shall provide for
cancellation by any party for reasonable cause, may be limited in duration for a fixed period or may contain
renewal provisions, and shall be subject to such reasonable terms and conditions, not inconsistent with this
Plan of Operation, as may be established by the Board of Governors.

Rules and Conditions

The following rules and conditions shall govern all policies of motor vehicle liability insurance issued by a
Facility insurance producer pursuant to the provisions of this Article:

a. Such policies shall be issued in the name of the Facility if written by the Facility or in the name of the
servicing carrier on behalf of the Facility if written by a contractual servicing carrier.

b. Such policies shall be standard policies as prescribed by the Board of Governors and shall contain
appropriate language to reflect liability thereunder of the Facility.

c. Such policies shall be written for motor vehicle liability insurance only and shall not afford coverage in
excess of the limitations established in Article IX of this Plan of Operation.

Books of Account

Servicing carriers for Facility insurance producers shall be required to maintain records, procedures, and
reports as specified by the Board of Governors in the Accounting and Statistical portion of the Rules of
Operation of the Facility. The books of account of servicing carriers shall be audited as directed by the Board
of Governors.

Commissions

The commission paid on the insurance coverages provided in this Article shall be the commission on
insurance coverages written through the North Carolina Automobile Insurance Plan on May 1, 1973. The
same commission shall apply uniformly statewide.
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ARTICLE XIV
EXEMPTIONS FROM STATUTORY REQUIREMENTS

The Board may, upon proper petition, exempt a member and its agents from the requirements of Article 37,
Chapter 58, General Statutes of North Carolina insofar as new business is concerned. The Board may upon
proper petition further exempt a member and its agents from the requirements of such Articles regarding selling
and servicing a particular category of business, if the member is not qualified to service the business.

ARTICLE XV
HEARINGS, REVIEW

For the purpose of ensuring that any person aggrieved by a decision of the Facility who is entitled to a hearing
before the Facility Board of Governors (“Board”) receive a full and complete opportunity to present all information
the person aggrieved deems necessary for consideration by the Board, the following procedures shall be
observed in regard to any hearing provided for before the Board:

1

)

()

Formal Hearing Request

Any person aggrieved with respect to the operation of the Facility may request a formal hearing and ruling by
the Board on any alleged failure to comply with the Plan or any alleged improper act or ruling in the
administration of the Facility. The request for hearing must be made within 15 days after the date of the
alleged violation or improper act or ruling. The hearing shall be held within 15 days after the receipt of the
request, provided that, upon agreement of the parties, the hearing may be held at a later date and may be
held at a regularly scheduled Board meeting. The hearing shall be held by any panel of the Board appointed
by the Chair consisting of not less than three Board members entitled to vote. A written statement setting forth
those facts and arguments that the person aggrieved desires the Board to consider shall be provided at least
three (3) business days in advance of the hearing. The Facility staff may present to the Board a written
statement setting forth any information it deems relevant to the Board’s consideration of the matter not later
than the commencement of the hearing. When the hearing is to be held at a regularly scheduled Board
meeting, the presentation by the person aggrieved shall be limited to thirty (30) minutes, provided that the
person aggrieved may at the time of requesting a hearing advise the Facility that thirty (30) minutes is
insufficient for the person aggrieved to make a proper presentation to the Board, in which event the Facility
Board shall set the hearing at a time and in a manner to allow the person aggrieved such time as that person
deems necessary for a full and complete hearing. The Board may, in its sole discretion, decide the matter
based upon the information presented, refer the matter to a Facility committee for a recommendation to be
made to the Board, continue the hearing to a later date, and/or request or allow additional information to be
presented at a later date. The ruling of a majority of the panel shall be deemed to be the formal ruling of the
Board unless the full Board on its own motion shall modify or rescind the panel's action, and the ruling of the
Board shall be issued in writing.

Appeal of Board Ruling

Any formal Board ruling may be appealed to the Commissioner by filing notice of appeal with the Facility and
Commissioner within 30 days after the date of the ruling's issuance. The Commissioner shall, after a hearing
held on not less than 30 days written notice to the appellant and to the Board, (i) issue an order approving
the ruling or (ii) after setting out findings and conclusions as to how the ruling is not in accordance with the
Plan of Operation, the Standard Practice Manual, or other provisions of Article 37 of Chapter 58 of the
General Statutes of North Carolina, direct the Board to reconsider the ruling. If the Commissioner directs the
Board to reconsider the ruling and the Board fails to take action in accordance with the Plan of Operation,
the Standard Practice Manual, or other provisions of Article 37 of Chapter 58 of the General Statutes of North
Carolina, the Commissioner may issue an order modifying the action of the Board to the extent necessary to
comply with the Plan of Operation, the Standard Practice Manual, or other provisions of Article 37 of Chapter
58 of the General Statutes of North Carolina.

Public Hearing Request

Any aggrieved person, any member, or the Facility may request a public hearing and ruling by the
Commissioner on the provisions of the Plan, rules, regulations or policy forms approved by the
Commissioner. The request for a hearing shall specify the matters to be considered. The hearing shall be
held within 30 days after receipt of the request. The Commissioner shall give public notice of the hearing and
the matters to be considered not less than 15 days in advance of the hearing date.
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(4) Timeliness of Ruling

In any hearing held pursuant to G.S. 58-37-65 by the Board or the Commissioner, the Board or the
Commissioner as the case may be, shall issue a ruling or order within 30 days after the close of the hearing.

(5) Judicial Review

All rulings or orders of the Commissioner under G.S. 58-37-65 are subject to judicial review as provided in
Section 58-2-75, of the General Statutes of North Carolina.

ARTICLE
XVI AMENDMENTS

Any and all provisions of this Plan and any previous amendments shall be subject to amendment, alteration,
repeal or re-enactment at any annual meeting of the Facility or at any special meeting called for that purpose. Not
less than fifteen days' written notice of any such meeting shall be given, or caused to be given, by the Chair of
the Board, in which notice the action proposed to be taken shall be fully setforth.
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