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1) Inflation Factor:  This factor is used to calculate the annual inflation protection option that, by 
law, is provided to subscribers.  The factor proposed for Calendar Year 2012 is 2.2%.  It was 
calculated using the most recent twelve months data available from the Marshall & 
Swift/Boeckh Eastern District Quarterly Cost Indexes for Wood Frame Building Classes.    

  
CALENDAR YEAR 2012  

INFLATION FACTOR CALCULATION 
                  

  10/1/2011   10/1/2010       
INFLATION 

FACTOR 
  2722.6 - 2664.1 x 100 = 2.2% 
    10/1/2010             
    2664.1             
                  

HISTORICAL INFATION FACTORS 
2003 2004 2005 2006 2007 2008 2009 2010 2011 
2.9% 6.5% 7.4% 4.8% 7.2% 4.5% 1.9% 0.0% 4.5% 

 
2)   Premium Rates:  Residential:  First $5,000 @ $0.0020/dollar and subsequent coverage 

@ $0.0006/dollar.  Non-Residential:  First $5,000 @ $0.0040, each subsequent dollar @ 
$0.0012.  Senior citizens receive a 10% discount on their primary residence.  (See the rate 
chart on the next page.)  No changes are proposed.  An actuarial study is in progress.   

  
3)   Commission Rate:  One half of the first year’s premium.  No change is proposed.  
 
4)   Coverage Limits:  Residential and Non-residential, $500,000.  No changes are proposed.  
 
5)   Loan and Grant Funding Limit:  The “Loan and Grant Funding Limit” formula, as 

established in 25 Pa. Code Chapter 401, is one percent of the “Unreserved Fund 
Balance.”  The limit for Fiscal Year (FY) 2012 is $780,725 (0.01 x $78,872,549).  Note:  
For the purpose of this calculation, the “Unreserved Fund Balance” is not reduced by the 
amount of “Reserves in Lieu of Reinsurance” as it is in the “Financial Performance” 
documents provided by the Comptroller’s Office.  At the time when the “Loan and Grant 
Funding Limit” formula was developed, the “Unreserved Fund Balance” included the funds 
that are retained as “Reserves in Lieu of Reinsurance.”  

 
6)   Reserves in Lieu of Reinsurance:  The MSI Board has currently established that $7.43 

shall be retained as “Reserves in Lieu of Reinsurance” for every $1,000 of “Underwritten 
Coverage.”  “Reserves in Lieu of Reinsurance” for FY 2012 are $66,882,111 
($9,001,630,039 ÷ $1,000 x $7.43).  No change to the calculation is proposed.  

 
7)   Premium Distribution:  A premium distribution is not proposed.  
 
8)   Marketing:  See the brochures located inside of the back cover of the board document 

binder. 






