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Commercial Lines Price Monitoring

Anti-Trust Policy

The Casualty Actuarial Society is committed to adhering strictly to
the letter and spirit of the antitrust laws. Seminars conducted under
the auspices of the CAS are designed solely to provide a forum for
the expression of various points of view on topics described in the
programs or agendas for such meetings.

Under no circumstances shall CAS seminars be used as a means
for competing companies or firms to reach any understanding —
expressed or implied — that restricts competition or in any way
impairs the ability of members to exercise independent business
judgment regarding matters affecting competition.

It is the responsibility of all seminar participants to be aware of
antitrust regulations, to prevent any written or verbal discussions
that appear to violate these laws, and to adhere in every respect to
the CAS antitrust compliance
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Commercial Lines Price Monitoring

Agenda

Pricing Levers

Monitoring

o Must Haves
o Challenges
o Resolution

Ongoing Challenges
Conclusions
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Commercial Lines Price Monitoring

Typical Pricing Levers

Company / Underwriting Tier

Multiple Underwriting Companies

Multiple Underwriting Tiers within a Company
May have both

Proprietary Rate Structure

Base Rate varies by Company based upon a uniform Company Deviation
Factor

Underwriting Tier Factor within Company

o 1SO Loss Costs
LCM by Company
Tier Factor within Company

Discretionary Credit/Debit
o Individual Risk Premium Modification
o Schedule Credit

O O

U
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Commercial Lines Price Monitoring

Price Monitoring:
Company Utilization

Microsoft Excel - Book1 rg
@ File: Edit Wiew Inserk Farmak Tools Data ‘Wwindove Help - - F X
A0 - A evaluated as of August, 2009
A B c D E F 58 L | I =) P Ll o W it =1
1 COMPAMNY UTILIZATION - NEYY BUSIMNESS WRITTENM PREMIUMI T
2 Line Of Business
D evaluated as of August, 2009
? MNewvy Business Written Premium1
=1 2008 through August New Business 2009 through August New Business 008 YTD | z009 v TD
- Super- f " Super- B Plew Bus Mew Bus Change
Superior Preferred | Standard Dehit Superior Preferred | Standard Dehit Company | Company
g Freferred Preferred Indesx= Trdes
10 Branch 1 53.9% 21.7 % 2% 5, 8% 21.82%: 132 4% 0.957 o.9a69 f.3%0
11 Branch 2 55,7 % 15.2%0 19, 1% 47 1% 21.4%0n 21.6%: 0.254 0.2874 Z. 3%
12 Branch 3 5. 2%a T Y 19.1% 48, 4% 40,2 % 11.4% 0.1%a o.927 0.891 -3.9%0
13 Branch &+ 23.8% (=T =l 11.2% S, 2% 41,7 % 4. 1% o.927 0.224a —f. 00
14  Region A F3.9%n 52.6%0 13.5%n 55.8%n F3.6%0 10.6% 0.0%p 0916 n.914 -0. 2%
15
16
17 Branch & 0. 1% <. 8%a 95, 1% 0. 1% 2.6%: =hran b 0. =% 1.002 1.002 0. 5%
18 Branch & 12.1% 59.9% 28.0% T4 D% 19.0% 5.8% 0.3% 1.002 0.935 —&. 7%
19 Branch 7 <. 5% Gk, 5% 41, 5% Q.5% S2.0%0 10, 0% o] ==l 1.025 0.965 —&. 720
20 Region B 0.0%p 2. F%p 23.8%0 FO.0%n 3.4%n 2. 4%n 8. 1% 59 20y 0.3%p 1.014 n.9y9 -3.4%p
21
22
23 Branch S 4.4 15.9%% 25, 1% L= L) 15. 3% el = Y 20.8%: 28 . 4% 5.3% 0.2569 .21 -5.G 0%
24 Branch 2 44.0% 2.5%a 30.6% 132.8% 2.1%a 18.3% 18.4% I6.0% 27 .2% 0.1%a 0.234 0.839 &. 5 %0
25 Branch 10 235.0%% 21.1%% 20.8%: 132.2% 0.2% 20, 5%n 25.8%0 132, 5% F.2% 2.3 % 0.2325 a.222 -0 5 %0
25 |Branch 11 16.8% 27 . 3% 27 . 1% B.9%0 11.9%a 47 . 3% 11.0%a 2.6% 28.2% 1.0% o.eo0 o.829 —F. 8%
27 Region C 34.0%0 17.8% 28.9% 10.9%a 8.3%p 33.9%0 26.8%0 23.5%0 14.8% 1.1%% 0.856 o.838 -2.1%
COUNTRYY 6.4% -0.5%0
55 | & Fremiums ars Watamsacy amy
55 | ¥ Courmymide gremism imctudes gremicms fram regiors desigmated az A& Ouver'. Spcdalty busicezs amd & Odver bramdves —
5 | T Oremivm wmed i JO08 YTH Tat Su= Campany Trdes for Mamsaz City and Titma kramches b= cambined premism far the twa bramchez. -
4 4 » w4 Sheetl  Sheetz / sheetz / ER | NI

=ma .

Diraw ~ % AutoShapes = ™. Tw [ ] Al 2:3
I
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Commercial Lines Price Monitoring

Price Monitoring:
IRPM / Schedule Credit

Microsoft Excel - Book1
Eile Edit Wi Insert Forrnak Tools Data window Help

D= Edm &S & B =f | o - W o= - 2l Z | gl [eB] 00w - Z)
EZ2 - B

A B [ [=] D E F G H J K—
1 IRPM REPORT - RENEWAL YWRITTEN PREMIUM®* T
2 1 1 Limne Of Business
3 evaluated as of August, 2009
7 August 2009 only Year To Date

August, 2009 August, 2008 Aug;:‘;j‘;og s choroe “TD 2009 “TD 200 “TD Z00a s chomoe
g \Wwritten Premium Total Business Busingss = g \Written Premium Total Business | Renewal Bus. = g
9 Branch 1 100,000 -182.5%: -0.2% =225 200,000 -22. 7% -19. 7% 3.9
10 Branch 2 100,000 0.0%% 1.49%% 2.4 800,000 -65.4% -5.8% -
11 Branch 3 100,000 0.0% 0.0% L 800,000 -3.3% -13.1% 5.2
12 Branch <4 100,000 -32.7% -7 6% -1 200,000 -11.23%% -12.9%% -=.2
13 Region A 400,000 -6.3%o -1.7 % .5 %32,200,000 -12.7 %o -132.6%0 [ A
14
15 Branch & 100,000 2.0%% 1.7% -5 500,000 -1.4% -1.2% 8.2
16 Branch & £100,000 0.0%% 0.0%% (e £800,000 -0.3%: -0.9%: &L
17 Branch 7 100,000 0.0%% 0.0% e R 800,000 -0.5%a -0.8% -3
18 Region B $300,000 0.7 %o 0.6% -2 2,400,000 -0.9%p -1.0%p o.0
19
20 Branch S £100,000 -1.0% - 5% -5.5 500,000 -2, 0% -3 4% -
21 |Branch 9 100,000 -10.0%% -2.7% &.2 500,000 -11.5%% -10.8%: 8.8
22 Branch 10 £100,000 -8.2% -7 .8% () £800,000 -11.8%% -11.7%% [
23 Branch 11 100,000 -8.8% -10.2% -5 800,000 -10. 1% -10.7%% - S
25 Region C $400,000 - F.1% - 6.4 % o5 3,200,000 -10.6%0 -10.6%0n o.0
COUMNTRY W %1,100,000 - 8,800,000

53 | Premiwms are Loluntary ondy
55 ¢ Countrywide presium ncludes premiuims fromm regions designated a5 “All Other”: Specizity business snd Al Other branches
=1 5] -
57 | Sowroo: MIS Departmnenit Monthly Reports -
F=r=1
4 4 » wm[ Sheetl 'y Sheet2  Sheetz /A ER I

Draw ~ % AutoShapes = ™. e [ ] T2 Al 9,:3

Ready RLIF

| =l IREM Price ... Ll . N A 10019 am
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Commercial Lines Price Monitoring

Average IRPM / Schedule Credit

Calculation
Collected Premium excluding IRPM
August, August,
A A 2
2009 ugust, 2009 August, 2008 | AUgUSt. 20091 o
. 2008 Total % change . Renewal
Written . Renewal Total Business - Change
. Business . Business
Premium Business
Branch 1 | $100,000 -18.6% -0.2% 22.6 $122,850 $100,200 22.6
Branch 2 $100,000 0.0% 1.4% 1.4 $100,000 $98,619 1.4
Branch 3 | $100,000 0.0% 0.0% 0.0 $100,000 $100,000 0.0
Branch 4 $100,000 -3.7% -7.6% -4.1 $103,842 $108,256 -4.1
Region A [ $400,000 -6.3%0 -1.7% 0.0 $426,692 $407,076 4.8

Re-state the premium to a “manual” level by dividing out the average IRPM or

company deviation
o Premium excluding IRPM for Branch 1: $122,850 = $100,000/ (1 + (-0.186) )
o % Change = $122,850 / $100,200 — 1 = 0.226
o Change in IRPM is old / new because IRPM is in the denominator.

Do this policy by policy, sum of collected premium / sum of manual premium =

average for branch
Use premium specific to the prior to the time period

11/5/2009
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Commercial Lines Price Monitoring

Price Monitoring:
New Versus Renewal

Microsoft Exxcel - Sample Pricing Exchibits._xls

File Edit Insert Forrmakt Tools Data Stind oy Help
OD=E®m & % B = | - @& = - 2| 2|00 - Z) .
verdana Q - B JF U B 25 5 8 %% Y. o A -
A b2
P =] [ D E F €] H | d =
1 MNEW vws REMEWAL PRICIMG REPORT —
2 Line of Business
3 evaluated as of August, 2009
4 [
[ [=t% ‘B(—Lr,lginess Re:n—g'::val D wD e ‘B(—Lr,lginess Re‘r':reDwal TTD Menw D
Wittt n i Mew Business Renewal comman compan Business Renewal difference
- " Syverage IRPM Average IRPM P ¥ P ¥ Index Index
=] Premiuml Premiurm 1 Inde:x Indes
9 |Branch 1 £706,656 £1,67<4,100 -27.2% -19.7% 0.9562 a.990 0. 706 0. 795 -11.2%
10 [Branch 2 142,709 272,554 -11.1% -5.8%% 0.27<4 0.975 0.776 o.o09 -14.6%
11 |Branch = 552,850 £1,125,598 -5.8%0 -13.1%a 0.e91 o.868 0.839 0.755 11.2%
12 [Branch 4 £626,359 £1,969,512 -15.5% -13.9% 0.886 0.993 0.749 0.855 -12.4%
13 [ Region A 2,028,601 5,052,763 -16.4%p -15.3%o 0.914 0.960 0.764 o813 —&. 0%
14
15
15 |[Branch 5 £716,701 f£4,522,299 -2.1%: -1.2%% 1.002 1.007 o.922 0,994 -0. 7%
17 |Branch & 268,514 £2,443,392 -0, 1% -0.9% 0.935 0.991 0.934 0.922 -4, 9%
18 Branch 7 £565,214 £2,178,5058 0.0%5 -0.8%5 0.968656 1.011 0.966 1.00<4 -3.8%4
12 |Region B $1,550,429 $09,204,198 -0.9% -1.0%0 0.979 1.00- 0.970 0.993 -Z.3%0
20
21
22 |Branch 5 £2964,649 f£6,275,340 -10. 4% I ] o.=212 o.925 o.7232 0.222 -12.6%
23 |Branch 9 581,097 £3,877.459 -14.3%a -10.8%a o.e89 0.924 0.761 0.824 -7 .6%
24 |Branch 10 655,531 £32,178,124 -20.5% -11.7% o.222 o.9z20 0.658 (= = -19.0%
25 |Branch 11 236,146 £1,213,220 -10. 6% -10. 7% 0.229 o.223 0.741 0.224 -11.1%%
25 |Region C 2,340,423 $15,245,142 -14.5%0 -10.3%0 0.838 0.924 0.717 0.829 —13.5%n
COUMNTRYWIL 17,721,381 $60,354,612 -8.8%
55 L Premivms are Volumeary oy
55 | & Cowtwywide gremism inoudes gremisms from regioms desigmassd as AN Duner: Speciary business amd &t Durer bramches I
59 -
=
M4 » M COUTL £ IRFM 5 MNB ws RB ¢ Sample Calc |« L1
Draw ~ [ | AutoShapes = ™. " [] 2 Al = B - - A - = B a .
Ready P

[ &8 1RPM Frice M...

[ 4 Cal Comparny L. ..

'{)E: ,P 10: 40 A
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Commercial Lines Price Monitoring

Price Monitoring:
Rate Changes

File Edit Wiew Inserk Forrnat Tools Data Stindons Help - -
D=Em &y 4 E <=f | o - B = - 2] Z R[] oee - @) .
wverdana - 9 = B J OO B 25 5 8 %% . B~ A— T .-
4 - >
A c [m] E F = H | i < L Il I o P =1
1 2008-2009 RATE CHAMNGE REPORT
2 Line of Business
3 evaluated as of August, ZO09
—IA :-
=
=}
r Cumulative
=] 2008 Direct First Rate Change Second Rate Change Third Rate “hange Effective
Writken Effective Filed Approved Effective Filed Approved Effective Filed Approved Rate Change
=] Branch Premiurm 1 Date “hange “hange status Crate “hange “hange Status Drate Change Chanage StITE at Year-End :
10 |Branch 1| $ 1,200,000 [01/012005 -10.2% -10.2% o 0501 2009 -11.2% -11.2% ) —65. 5%
11 |Branch 2 | $ 1,200,000 |07/01/2005 -23 4% -23 .4 % o o7 01,2009 -15.7 % -15.7 % ) -18.8%p
12 |Branch 3 | % 1,200,000 |03/01/2005  -1<.0% -1 .0%: a 03/01/2009 -10.0% F -4.2 %
13 |[Branch 4 % 1,z00,000 |01/01/2005 2.4% 2% £ 0701 2008 -14.2% -1, 2% i) 07 012009 -5.5% -5.5% A -10.4%
15 |[Branch S| & 1,z00,000 |01/01/2005 E.1% Il £ 01,/01/2009 | -0.5% -0 5% n -0. 5%
16 Branch & | £ 1,200,000 |10/01/2005 = -BLE o -4. 5%
17 Branch 7 | £ 1,200,000 |10/01/2005 = -6 o -4 %o
18 Branch 8| £ 1,zoo,000 |07 /01772005 -6 5% -6 5% o -3.0%0
19 Branch 9 | £ 1,zo0,000 | 07/01/72005 -6 5% -6 5% o -3.1 %o
20 |Branch 10 $ 1,200,000 |07/01/2005 -6, 3% -G, 3% ) -2.8%
21 |Branch 12 £ 1,200,000 |07 012008 -5 3 -5.3 % o —-3.3 %
41
42
43 |Status: & = Approved, D = Decision, F = Filed
A4 | Preminmz are Velmtary amly
45 | ¥ Ampraved rats changsz amy.
A7
48 NOTE: Cumulative Effective Rate Change at Year-End : Earned Impact ... Using On-Level Calculation
=]
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Commercial Lines Price Monitoring

Leaves Gaps

Bare Minimum not Enough

o Monitor average company deviation

o Monitor average discretionary price change

o Monitor expected average base rate change

o Estimate expected average inflationary exposure change

Total did not explain overall movement in average
premium

ldentify Gaps

o Error in the base rate change estimate

o Actual versus expected exposure change
o Hidden pricing levers

11/5/2009 @ 2009 The Hanover Insurance Group
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Commercial Lines Price Monitoring

Hidden Pricing Levers

ITV procedures: Building values
Audit procedures: GL Exposures; WC Exposures

Rate Modification Factor:

o Expense Credit

o Experience Modification

o “Other” Credit

o Size of Premium Credit

Lack of system edits (Can processor over-ride rating factors in the
processing system?)

Manually Rated Coverage

o Non-Filed Inland Marine Classes
A-Rated Classes

Broadening Endorsements

COP (Commercial Output Policy)
Subcontracting Loss Cost

O 0 0 O
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Commercial Lines Price Monitoring

Solution: “New Money”

Compares renewing written premium to expiring written premium

Looks only at those policies that have renewed

Expressed as a percentage and as a dollar amount
o Formula:
o New Money Amount = Renewing Premium — Expiring Premium
o New Money Percent = New Money Amount / Expiring Premium
o (or, Renewing Premium / Expiring Premium — 1)

o Example;
A policy expires at $1,000 and renews for $1,100
New Money amount = $100
New Money percent = $100 / $1,000 = +10%
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Commercial Lines Price Monitoring

Components ot New Money

Price Change

U

U
U
U

Filed base rates, increased limits, deductibles, class plan, etc....
Movement between companies or tiers

Experience Rating and Schedule Rating/IRPM

Changing policy limits

Exposure Change - Changes in vulnerability to loss

U

U
U
U

11/5/2009

Adding or deleting a vehicle/building from a policy

Change in building/contents value (amount of insurance, TIV)
Increasing or decreasing payroll

Adding or deleting specific coverage

@ 2009 The Hanover Insurance Group
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Commercial Lines Price Monitoring

Split New Money into Rate and Exposure
Price Change Analysis

Start with expiring and renewing written premium & written
exposure

o Sort by Coverage; by Exposure Base
o Commercial Auto and Workers Compensation

Straight forward exposure bases

Car years and payroll, respectively, with a few exceptions
o CPP and BOP much more complex

Property Exposure is Total Insured Value

General Liability Exposure varies by Class Code
o 50 Different Exposure Bases ... # of Farm Animals
o Sales, Payroll, Square Footage are most common

Determine the % change in exposure at each level of detail

Use exposure % change to calculate an implied rate change,;
“new rate”

11/5/2009 @ 2009 The Hanover Insurance Group
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Commercial Lines Price Monitoring

Price Change Analysis Example
Rate Change Only

Microsoft Excel - Sample Pr

@ File Edit Wiew Inserk Formak Tools Data lind oy Help

L4 - k3

A B © D E F = H | J 58 L b
1 (1) (=) £33 [4) (5) (8 D) (a) (=) {107 £11) =
2 | 1) Your company writes commercial auto policy #1 234567 effective 01701 /2008:
3 Coverage L iability Comprehensive Coflision Toral
4 wehicle Premium Exposure Prermium Exposure Prermium Exposure Prermium I -I
5 Tovota Camry $1,000 1z £100 1z Fz00 iz
|51 Ford F-150 $1,000 1z 100 1z $300 1z
7 Audi Ad $1,000 1z $200 1z $400 1z
[E] Total £3,000 36 £400 36 900 36 £<,3500
10 | 23 Your company files a rate change effective 07/01/2008:
11 Coverage L iabitity Comprehensive Coflision
12 Rate Change -10%5 536 536
14 |23 Policy 1224567 renews on 01/01 /2009 with the same coverages on the same vehicles
15 Coverage Liability Comprehensive Coflision Toral
=] wehicle Premium Exposure Prermiurm Exposure Prermium Exposure Prermiumm
17 Toyota Camry 900 1z $105 1z $210 1z
1S Ford F-150 900 1z $105 1z $315 1z
19 Aaudi A $900 1z 210 1z $420 1z
20 Total 2,700 36 £420 36 945 36 F4,065 |
22 |43 You are asked to calculate Newe Money, Price Change and Exposure Change for this renewvral:
23 Coverage Liability Comprehensive Coffision Toral

Prermium Exposure Ir;pa!:d Prermiurm Exposure In;paltleed Prermium Exposure In;palgzd
24 —hange Zhange Change {a} Change —hange Change {al Change Change Change (a)
o5 Armount (E0n o %20 o $45 o ($z35)
25 YN -10%: 0% Foo10es 5% 0% d S S 0% r LN -San
i
28 | Price Chanage Analysis +$ o 4% o +5 o
29 | Mew Money (b =20 525 ($235)
30
31 Mew Exposure (d) £0
33 NOTES
34 {a) Implied Rate Change = { 1 + Mew Money % ) /(1 + Exposure 9% 3 - 1
35 {b) Mew Maoney = Renewal Written Premium - Expiring Writken Premium
36 {c) Implied Mew Rate £ = Implied Rate Change * Expiring Written Premium |
ar {(d) Implied Mew Exposure $% = Mew Money $% - Implied Rate Change $%
-

I?H< » i[5 PCA Rate Only 0 PCA FRate and Expo 1 4 Sample Calc |« | v
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Commercial Lines Price Monitoring

Price Change Analysis Example

Rate Change with Exposure Change

Microsoft Excel - Sample Pricing Exhibits. xls

Eile: Edit Wism Insert Format Tools Daka wlindow Help

L4 - A
A =] c D E F €] H | d a8
1 1 (22 [E=)] (4 (53 [L=}] 73 (4= [4=)] (10} (112
2 1) ¥our company writes commercial auto policy #12324567 effective 01 /01 72008:
3 Coverage L iabifity Comprehensive Collision Toral
ES wehicle Fremium Exposure Fremium Exposure Fremium Exposure Frenmium I -I
5 Toyota Carnry 41,000 iz 100 1z £z200 1z
5 Ford F-150 41,000 1z 100 1z £300 1z
7 Audi A $1,000 1z $200 1z $400 1z
? Total £3,000 35 400 35 £900 35 £, 300 |
10 | 2) ¥Your company files a rate change effective 07/01/2008:
11 Coverage I iabifity Comprehensive Colfision
'Ilg Rate Change -10%& 528 598
14 12 Policy 1234567 renews on 017012009, The insured defetes Physical Darmmage coverage o the Audi at renewal.
15 Coverage L iabifity Comprehensive Collision Totral
1= Wehicle Prermium Exposure Prermium Exposure Premium Exposure Premium
17 Tovota Camry $900 1z $105 1z +Z10 1z
18 Ford F-150 $200 1z $105 1z $£315 1z
19 Audi A4 $a00 iz $0 0 $0 [u]
EEII Total £2,700 35 210 2 525 24 £3,425 |
22 4) ¥ou are asked to calculate New Money, Price Change and Exposure Change for this renewal:
23 Coverage L iabifity Comprehensive Colffision Toral
Premium Exposure In;paltlzd Premium Exposure Irgpa!:d Fremium Exposure Irgpaltlzd
24 Change Change Change fa) Change Change Change fal Change Change Change (a}
25 Armount ($300) o (190} -1z (63750 -1z ($EES)
25 a -10%: 05 F -10%% - 5 -39 " -21% - 2% -33%: " -13%: -20%:
=7
28 | Price Change Analysis ) $5 e $4 o )
29 Mew Money (b)Y -10%% -5
30
21 Mew Exposure {d) [E3E5E)
33 MNOTES
34 {al Implied Rate Change = { 1 + MNew Money % ) /(1 + Exposure %= 1 - 1
35 {h) Mew Money = Renewal Written Premium - Expiring Written Premium
36 {c) Implied Mew FRate $§ = Implied Rate Change #* Expiring Written Premium |
37 (d) Irmplied Mew Exposure $% = Mew Money $% - Inmnplied Rate Change $§
Eﬂq » wf PCA Rate Only % PCA Rate and Expo 1 ¢ Sample Calc |« | v
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Commercial Lines Price Monitoring

Price Change Analysis: Report

Microsoft Excel - rpt_pca,_|

PivotTable ~ -
@ File Edit Wew Insert Formak Tools Data window  Help - - F X
020 - foe
A B © [m] E F G H | J &8 L 1l & o] 1

4 —_—
5 Line of Business Branch/Region Option Market Segment Specialty Business Option Agency Option

& workers Comp | | Count rywide j al Segments - | Exclude Marine Specialty v| | al agents |

11 Ewaluation % New g Erice

12 Period Expiring Premium Money Mew Money Price Exposure Frend Trend FEETI

13 Sug 200508 $5,282,022 -$254,545 -5 .4 % -6.3% 1.0%: -3.5%0 -5.3%% 3.9%5

14 Sep 200509 $5,995,671 $54,645 0.,9% -0.9% 5.0% X7 -, 5% F. I3

15 oct 200510 +5,507,373 $294,729 3.9% -0.9%: 4.5%: -I.8% - 3% 2.5

16 Mo 200811 $5,181,856 -$158,858 -3.6% -4 . 5% 0.9%: -2.9%s -53.8% =l

17 Cec 200512 $5,110,606 -$103,266 -2.0% -2.2% 0.1 % -2 X% -3.3%% X 3%

18 Jan 00901 $14,108,295 -$555,806 -4, 7% -4.9% -0.2% -2.2 % 2.7 % Q.5

19 Feb 20090z +5,670,518 -$70,375 -1.2% -1.4% 0.1%: 2.3 % -2 2% -0 X S

20 Mar 200903 7,019,821 -$315,166 -4 .5% -1.5% -3.0% -2 5% =17 -0,8% I -I

21 Apr 200904 $5,479,728 -$358,777 -, 2% -1.0% -3.2% =) -1 2% 1.5

22 Mavy 200905 $5,452,268 -$1065,111 -1.9% -0.3% -1.7% 2.7 ¥ -0 7 e -2, L%

23 Jun 200906 +65,579,997 $3,056 0.0% 1.1%: -1.0% =29 % -0 2% -2 8%

24 Jul 200907 $9,519,217 -$356,267 - .1 % -1.6% -2.5% -3.0%% O, -3.4 %

25 Ralling 12 $89,937,375 -$2,096,741 -2 . 3% -2 6 0.5%, T ooaz T o0.594 0.5865 R-Squared

26 YTD 4 $56,859,847 " -41,899,449 -3.3% Yo-1.8% To-1.6%

27 Latest 3 Ma T $21,581,482 Y _$459,322 -2 E% Toi0.4% Tooo1.8%

r r r

28 Prior 2 Mo $65,355,893 -$1,607.,419 -2.4 -3.3% 1.0%

24

S

ch| Workers Comp, ex. Marine Workers Comp, ex. Marine Workers Comp, ex. Marine

32 Countrywide, All Segments Countrywide, All Segments Countrywide, All Segments

33 ROLLIMG 12 -- PRICE ROLLIMG 12 -- EXPOS URE FOLLIMG 12 -- MEW MOMNEY

34 &0 2.0 - 2.0

35 B0 B0 B0

36 40 40 L] 40

a7 i i -

2.0 = 2o 20 |-y
gg 0.0% = - oo S = am 0o - -
2.0 - — z0m = z0m = = -

40 4034 . "= -\"\- . n

a1 (] [] 4.0 -0 = o -

42 | S0 w—a Y i L

43 3022 g0 g0

44 -
aic
4« » w[Time Series J Branch / |« | I
Feady ML
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Commercial Lines Price Monitoring

Ongoing Challenges

Short Term Policies
Deductible / Coinsurance %
Change in Liability Limit

o Rate or Exposure?

o Current Calculation puts with rate

Direct Basis Only
Premium Audit

Policies that are canceled and rewritten to same
effective date

11/5/2009 @ 2009 The Hanover Insurance Group
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Commercial Lines Price Monitoring

Conclusions

Commercial Line pricing Is not easy to monitor
Start by monitoring the known pricing levers
Institute Pricing Standards

Audit Pricing Practices

Automate / Edit as many pricing options as possible
Monitor the final result. Renewal Price Change
Establish goals and accountability

Build tools that enable understanding
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