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What's Your Risk?
Improving Aggregate Risk Exposure

A WEBINAR BROUGHT TO YOU BY:
PITNEY BOWES BUSINESS INSIGHT

September 15, 2011



Issue: Managing Risk

Speakers:

- Sean Russell, Guy Carpenter

- David Crozier, TEIG

- Bill Sinn, PBBI
Sponsor: Pitney Bowes Business Insight
Moderator: Doug Grant, Insurance-Canada.ca

Technical Moderator: Joe Golobic, ParkLaneResources
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Cat Management — Inside and Outside the Box

®& GUY CARPENTER

Sean Russell, FCAS, Managing Director
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» Global and Local Catastrophes

« Catastrophe Modeling

* Exposure Accumulation Beyond Modeling
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Global Cat Losses




Global Cat Losses
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Recent Catastrophe Losses
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Global Historical Catastrophe Losses
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Local Catastrophes
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Local Catastrophes
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Catastrophe Models — How they work

Hazard Module

Generate Stoch.
Events

Where?
How big?

How often?

14

Assess nt

Characteristics |

How strong are
the ground
motions?

What is the
windspeed?

Vulnerability Module

pply
Exposure

Where is the
exposure?

What is its
value?

What types of
buildings?

AN

Calculate
Damage

How are the
buildings
damaged?

Financial Module

A
N/ )

EN Y
Financial Loss

What financial
implication to
the insurer?

Effect of policy
features?
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Catastrophe Model Vendors

* Leading Software Companies
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Catastrophe Models Available

EQ Shake v v v N/A

' EQFireFollowing v = v | v N/A

"""""""" Hurticane v v [ N/A
___________ U?ﬂiﬂﬂ;n““ A
Winterstorm v v X v

""""""""" Brushfre ~— = « X |« N/A

"""""""" Terrorism v | v | ¥ N/A

WC Earthquake v v v N/A

_______ v= Llcensed&Avallable v'=|n Testing Phase X = Unavailable

= Not Available in Canada
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Beyond Catastrophe Models

e Drill into Geographies down to Site level

Exposure e Detailed Profiles

Management e Modeled Average Annual Loss (AAL)
e Set and Monitor Thresholds

Accumulation e Cluster Analyses
e Portfolio Accumulations

Management e Hazard Accumulations

: e Exposure to Real Time Cat Events
Real-time Event: * Exposure to Historical Cat Events

RealCat e Policy Level Detail of Risks Exposed to Cat
Events

36 <

d . . * Analyze prospective new risks
ol erwriting: * Compare to business within the portfolio
RISk Profiler e View satellite imagery of the location

\
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Accumulation Management
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Accumulation Management
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Real Cat — After the Event
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Tsunami Risk Assessment using i-aXs
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Tsunami Risk Assessment using i-aXs
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« Growing Trend in Catastrophes Globally and Locally

« Catastrophe Modeling Important for Complex Analysis

* Other Tools Needed to Complement Catastrophe Models
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Aggregation and the Primary Insurer

The Economical
Insurance Group

DAVID CROZIER, SENIOR VICE PRESIDENT — OPERATIONS
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25

Sophisticated Underwriting

Map risks at the point-of-sale

Better understand risk aggregation and use of capacity

Offer greater clarity of appetite, greater consistency in decisions
Allow holistic comprehension of personal and commercial exposure

Target marketing efforts

2= PitneyBowes The Economical
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Risk Mapping
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Accumulation of Risk
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Claims Application

« Enhance fraud detection
« Enable preventative measures to mitigate potential losses

« Ability to model catastrophic activity and tailor a response

2= PitneyBowes The Economical
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Fraud Detection
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Cat Tracking and Planning
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Reinsurance and Risk Impact

« Decrease reliance on intermittent modeling by third parties
* Protect and optimize reinsurance programs

« Further empower enterprise risk management
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Risk Management

144 Ave NW

8
g o
S &
= 5 ] L ’. ... [ ]
S ;
o G
R e | & Colotry hils B NE Ged
L3 ills [
RMK‘R‘ age , @ 5
rspaw
e “’ sadd’ 3z g
4% ]
Rdge — 2 2
Calgary 5 -2
‘sc’ International g
[ ] @ - "..!a ada‘e 2 g
: Nose ; g @
'k Hill Park 3 N @ (Coral ' B
Reith > 8! &a X [ 3 onf ie Springs -« 7
4250 ® b d S Y 4 Townst
I
a Hwy ; Monterey
]
* 1
Ihgbank Rd .@ L ®
A
b ®
® ot ()
]
7 ol
2 BRoad 241
Janet
SE
White Elk Starlight ™Y
]
Crowchild Night™="Wolf [ 3 ' 114 Ave SE
Otter  Two Guns @
¥ o
U 2
SRS @ é
o =
Q)$x' g Shawnee . % [ & ¢
L Sigres eek 2
L4 ﬂr awark 5. .
@ McKs 2
> rsmv »
% . m
®
5 L 4 SomBFset '.
@ Spruce Meadows Trail SE Sapoph
® apal
Sllv;rﬂao [ ..
[ .

2= PitneyBowes The Economical
32 Business Insight Insurance Group

Insurance-Canada.ca



What’s Your Risk?
Improving Aggregate Risk Exposure

2= PitneyBowes

Business Insight

Bill Sinn, Strategic Marketing Director
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Our Mission: Enabling Lifetime Customer
Relationships

Data
Integrating and
enriching
individual behaviour
customer data

Communications Strategy
Managing and Deciding and
connecting cross- executing on the

channel customer customer best next

communications action

2= PitneyBowes
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Pitney Bowes Business Insight:

Focusing on Customer-Centricity

Sales &
Distribution

CAT Mgmt & Underwriting

Reinsurance

Policy Admin

Policy Admin
-
Renewals

On-Boarding

Policy Admin
-
Service

35 Insurance-Canada.ca



« The Risk Management Framework

— Our 5-step process to drive greater efficiency and
accuracy in risk management

« Technology to the Rescue
— Data is the key to managing risk

— Reaping the benefits of Location Intelligence technology
« Geo-coding & spatial analysis
» Risk data

2= PitneyBowes
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Hurricane Katrina

%
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Risk Management Maturity Framework

Complexity

Step #1: Data Integration

b __ ¢
Insurance-Canada.ca
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Level 1: Data Integration

Data is stored in many different places

Web Site Contact Center

Homeowners
f(

Application functionality and Business E Business E Business E Business g

business processes are not < Processes Processes Processes Processes
designed to manage data for

use beyond its own sphere Operational I_?:I Operational I_?:I Operational I_?:l Operational I_?:l

Functions Functions Functions Functions

Customer Customer

Data is out-of-of date,
incomplete, duplicated and
inaccurate for risk management ,
decisions Location

Cust. Ship-to _

Products

Policy
Location

Account

%
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Level 1: Data Integration

Integrate customer information into one single view

Account: A123

Auto Policy

* Customer ID

* Policy Number

« Status

* Premium

* Customer Name

\ » Customer Address /

Account: HO123

Home Policy

» Customer ID

* Policy Number

« Status

* Premium

» Customer Name

» Customer Address /

v

Account: A768

Auto Policy
» Customer ID
* Policy Number
* Status
* Premium
» Customer Name
» Customer Address j

Account: A768

Auto Claim

« Customer ID

* Policy Number

« Status

« Claim Payment

« Customer Name

» Customer Addreis

v v

8 8

Robert Mary Robert, Jr. / . Mary /
e o~

Account: AHOA495

Robert /

House Holding Policies
r I 1
Auto Life
Home Owners
I_'_I ? |
» Customer ID Al123 A768 HO 123 L345
« Customer Name Spese . : , ,
; * Premium <« Premium * Premium * Premium
* Demeraph|CS  Location < Location « Location « Location

"\ '

* Preferences

* Relationships

* Customer Value .
Claims

Auto: A123
« Payment
« Location

Relationships

/

> ¢
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Risk Management Maturity Framework

Complexity

Step #2: Data Quality
<

iy
-

Insurance-Canada.ca

Time



Level 2: Data Quality

Addresses and names are validated at data entry

« Address standardization is a critical component for data
guality and accurate geocoding

* Requires complete integration into operational front-end
systems

* Up to 40% of entered addresses contain errors
 Example: 1400 Westgate Way, Fargo, ND

Could this be:

1400 Westgate Way?
1400 W Gateway?
1400 W Gate Way?

2= PitneyBowes
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Risk Management Maturity Framework

Complexity

Step #3: Data Enrichment
y 4

nily
-

Insurance-Canada.ca

Time



Why Location Is Key

Sales/Marketing/ Customer Segmentation, Target Marketing, Sales Territory
Management, Producer Effectiveness and Market Penetration

Distribution Management

. . Risk Assessment, Customer Segmentation, Custom Rating
Risk Analyses/ Actuarial Territories, Exposure Analyses, Accumulation of Risk, Loss
History Analyses

New Business ProceSS|ng Assign Rating Territory, Assign Correct
. Premium Tax, Exposure Analysis, Rule Engine Support
Underwriting

Claims Triage, Workload Assignment,
Routing Optimization and Pattern/Fraud Detection

Risk Management/ Urban Accumulation, Terrorist Hot Spot, CAT Scenarios,
Reinsurance and Treaty and Facultative Reporting

Com p liance/ Repo rtin g Accumulation Reporting/Management,
Reserving and Reinsurance, Premium Tax A nt

44 Insurance-Canada.ca



Step 3: Data Enrichment
The Science of Geo-Coding

Definition:
» “Geocoding” means assigning a latitude and
longitude to an address or location
Example:
« 4750 Walnut St, Suite 200
« Boulder, CO 80301
« Latitude: 40.018912
 Longitude: -105.239771

2= PitneyBowes
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Step 3: Data Enrichment

Building CAT Mgmt into the Underwriting Process

« Addresses standardized and
geocoded on the front end,;
integrated into the quoting process

* (Geocoded addresses geographically
compared against hazard risks

v earthquake
v fire

v' tropical cyclone (hurricanes,
typhoons, and cyclones)

windstorm

storm-surge

river flooding

tornadoes

hailstorms

» Exposures monitored in real-time

DN N NI NN

2= PitneyBowes
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Distance to Coast

Fault Lines

Wind Pool

Street Network/ i

Geocode -105.248599, 40.054

Flood Zone

Earthquake = 7~ &a

Sink Holes
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Areas That Benefit Most from

External Risk Data

New Business / Underwriting
Actuarial

Risk Management

Product Development

Claims Management (non-CAT)
Marketing

CAT Management

Reinsurance

Policy Servicing

Distribution / Sales

0% 10% 20% 30% 40% 50% 60%
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Risk Management Maturity Framework

Step #4: Data Analytics
y 4
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Step 4: Data Analytics
Enabling Your Data Geographically

1. Address Standardization & Geocoding

Street City State Zip Latitude Longitude Setting Aggregation
758 Front Strest| San Francisco CA, 94123 | -1272 298925 [ 347 794000 Thresholds
2 S W &4

L
PO T o e
oniie Lapars o Geogropny_ AT Monitoring Accumulations

.......

Evaluates Potential Loss
Scenarios

ot

2. Spatial Analysis

*Geo-coded addresses geographically
compared against hazard risk
*PML exposures

Windpool Management

3. Analytics
2= PitneyBowes ‘ 7
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Step 3: Data Analytics

Monitoring Accumulations & Setting Thresholds

Excel Spreadsheet

Individual Postal Codes
appear to be acceptable

Geo-coded and Analyzed

Visually, it is clear that there
IS an accumulation of risk

2= PitneyBowes
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Level 4. Data Analytics

Aggregation Analyses & Implementation

Based on Analytics — Carrier is able to
make informed analyses and set
aggregate exposure thresholds

Having set thresholds — each
added risk is measured against
these thresholds

# Pitney Bowes Insurance-Canada.ca
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Level 4: Data Analytics
Potential Loss Scenarios
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The Risk Management Maturity Framework

Step #5: Actionable Data

Complexity
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« Company
— Founded in 1997, the Homesite Insurance Group focuses exclusively on the
homeowners market.
* Business Value:
— Needed accurate & efficient location-based decisions

« Determine if a given home, apartment or condominium is in a risk area
for natural disasters, such as floods, brushfire, hurricanes, high winds,
and hail.

— Ability to better manage exposure, make underwriting decisions, and respond
promptly to new policy applications.

* Results:
— Improved customer experience

» Real-time decisions on policy applications, rather than waits of up to 30
days.

« Significantly improved business efficiency and better-informed
underwriting decisions based on the most comprehensive set of address-
level geo-codes available.

2= PitneyBowes
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James River Insurance

« Company
— Based in Richmond, VA., James River operates as an Excess & Surplus
carrier in all 50 states plus Washington, DC.
* Business Value:

— Wanted to improve its underwriting practices, analyze potential catastrophe
patterns and enhance its catastrophe management and claims response
practices.

* Results:

— Underwriters can now view policy concentrations and proximity to risk factors
such as distance to coast.

— The claims and underwriting departments can now query the policy
management system to determine the probable losses associated with an
event.

— “We were able to provide initial estimates of exposure and loss before the
storm even hit the shore and then validate these through their on-site
inspections.” Brian Haney, Chief Actuary

2= PitneyBowes
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“Vision is the art of
seeing what Is Invisible
fo others.”

-- Jonathan Swift

= Pltney Bowes
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Our thanks to the speakers for their time in developing these
excellent presentations and to all of you who attended. We hope you
found the information presented in the Webinar of value.

The slides from this Webinar presentation and a recording of the
Webinar will be available on Insurance-Canada’s website shortly.

We now have some time for questions to the Panelists. Please
submit your questions in writing and they will be presented to the
panelists on a first come first served basis.
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Please submit your questions to the presenters by writing them in the
Question window. Presenters will answer as many as time allows
during the Webinar.
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