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CAS Antitrust Notice

« 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 policy.
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Why the Model Matters

Simulated ROI by Model Power
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Theory Behind Teen Driver UBI

ROI vs. Riskiness of Policyholders Enrolled
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You Can’t Teach That... Or Can You?

Weekly Changes in Driving Safety, by Initial Cohort

Average Safety Score

Number of Weeks After Initial Score

0 15
—Safest Vehicles —Average Vehicles —Riskiest Vehicles

Source: > 1,000 Personal Lines Vehicles
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Does UBI Drive People Crazy?

-

According to [Insurer] [Telematics How does this work @[Insurer] |
Product], | am an A driver in my pressed breaks early to avoid
Jeep, and a C driver in my car. running a yellow light BUT your

Ridiculous. Sent the [darn] things #[Telematics Product] beeped at me.

\_ back. #epicfail - wildannie1969 \ Should | have ran it? -_ylimE Y,

J

4 @[Insurer] [Telematics Product] is )
one of the worst devices ever
invented. False hard brakes
CONSTANTLY in icy weather while
accelerating. Constantly -

\_ TimothyJohnWI J U

@][Insurer] I've used #[Telematics
Product] for 6 mts. Evrytime | applied
my brakes, or drv in traffic | was
dinged. Its not calibrated for metro.
-BuyfromKMJ

J
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Driving behavior data

3.27 Gal / fuel
256.6°F
4200 RPM
72,852 Miles
Dr. Seatbelt: Y

2013/08/18
22:47:53.07 UTC
34° 59’ 20"
-106 ° 36’ 527

Interstate 40
(Freeway)

Speed Limit
65 MPH

Albuquerque,
New Mexico
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Multi-dimensional Variables

Sub-type 1.a
Location 1.b.1
Sub-type 1.b
Type 1 :
Location 1.b.2 Geography 1 .
Sub-type 1.c Timing a
Type 2 Location 1.b.3
Sub-type 1.d Geography 2 Timing b
Event
Type 3 Geography 3 | Timing ¢
Geography 4 —
Type 4 Timing d
Timing e
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Reducing the Dimensions

Local Roads
0.41 - 0.50 g-force
Arterial Roads
Per 100
Miles 0.51-0.75 g-force Major Roads
0.76 — 1.00 g-force No Precipitation
Harsh Braking
Incidents Light Rain
1.01 - 1.50 g-force
Per Hour Heavy Rain
Driving 1.51 - 2.00 g-force
Sleet / Snow
> 2.00 g-force
<= 30 MPH
31-55 MPH
> 55 MPH
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Imperfect Proxies

Half g-force braking incidents per hour of driving
0.18

o1 By risk quartile (dotted lines) and for entire sample (solid line) /-
0.14 /
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0.08 \

0.06 / /

0.04

0.02 —

0.00

45 50 55 60
Operator Age Group

Source: I1SO fleet data, operators aged 40 - 60
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Minimizing Overlaps

Proc GenMod Data=MyLib.UbiBook;
class avspd range;

p=1.8;
y=_resp_; a=_mean_; variance var=a*’p;
deviance d= ... ;

model pure prem = brakingl braking2 braking3
avspd_range * pct_gtlim left 05h pct peak pct_early
/ link=log  scale=d (offset= In_pre@ type3;

output out=MyLib.UbiBook scored pred=ubi_prem;

Run;
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Measuring Model Performance

3.000

Top two deciles: loss ratio /
2.500 2.25 times average
2.000
1.500
Bottom two deciles: 20%
1.000 of average loss ratio
0.500
0.000 - = . . . .
9 10

1 2 3 4-5 6 7 8

Safety Scoring Decile (least risky to most risky)
Source: >800 personal lines vehicles

Loss Ratio Index
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UBI Inside the Box
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OEM potential insurer perspectives

 Potentially lower cost of * Non-traditional competitors
vehicle ownership

, _ o * Potentially limits eligibility for
 Sustained relationship with UBI
vehicle owner

« Additional partnership

« More seamless experience
elements may be necessary

 Improved safety focus and
communications  Additional layers of regulation

possible

« Monetize untapped potential of
vehicle data warehouse « Owner consent and

resale complications
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UBI Outside the Box

* Rewards program

* Prepay and bonus miles
* App-based assessment
* Trial insurance period
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New breed of credit bureaus?

* Union Tank Car Company
* Great Universal Stores

* Retail Credit Company

* Ford Motor Company
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Hypothetical range of privacy options

What data is | Who can Can data Discount
Pollcy accessible access data be ID’'d? | How is data used? | opportunity

Aggregated Insurer Ratemaking <5%
2 Aggregated Insurer Yes Ratemaking 5%
Detailed Insurer/third parties No Research
3 Detailed Insurer Yes Ratemak. / services 10%
4. Detailed Insurer/third parties Yes Above + marketing 15%

Source of “Giant Insurance” example: Framework for Security and Privacy in Automotive Telematics
http://www.cc.gatech.edu/projects/disl/courses/8803/backup/readinglist_files/p25-duri.pdf
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Telematics 4.0 for insurers

* Meet logical and emotional needs
* Manage mobile data network

* Develop affinity partnerships

* Re-engineer pricing structures

Source: “The quest for Telematics 4.0”
http://www.ey.com/Publication/vwLUAssets/The quest for Telematics 4.0/$File/
The quest for Telematics 4 0.pdf
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Questions and comments

Contact jweiss@iso.com or 201.469.2216.

www.verisk.com/telematics

No part of this presentation may be copied or
redistributed without the prior written consent of
ISO. This material was used exclusively as an
exhibit to an oral presentation. It may not be, nor
\ferisk should it be relied upon as reflecting, a complete

TelemCIﬁCS rrrrr d of the discussion.




