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OUR GOAL TODAY IS:

 Help you to understand why data is so important to making a program submission today.

 We will discuss the types of data the carriers expect or need to see in a submission.

 We will explain the standard data that will be expected or requested by all carriers for all new submissions and 
how carriers use it to answer their questions of acceptability.

 We will then discuss the holes in what carriers typically require and how you can use data to your advantage in 
ways the carriers do not typically see and increase your probability of success.

 We will discuss what data you should collect, how to collect that data and how to use it.

 Finally, we will discuss the types of data you need to collect to build and utilize Benchmarking to manage your 
book to profitability



WHY IS DATA SO IMPORTANT TODAY AND HOW DID WE GET HERE?

 Decreased carrier margins and increased competition in the marketplace.  (i.e., carriers must make money on 
UW instead of investment these days)

 Increased DOI regulation and the inability to get filings on admitted products approved without statistical 
support.

 High cost of making and adjusting filings on Admitted Business.

 Migration towards rule based underwriting systems.

 Increased corporate transparency requirements and segregation of duties.

 Increased focus on data analytics and predictive models.



REQUIREMENTS OF ALL PROGRAM SUBMISSIONS, WHETHER NEW OR EXISTING THAT MUST BE 
INCLUDED IF YOU ARE GOING TO BE SUCCESSFUL IN GAINING CARRIER APPROVAL!

 Policy Administration – Who will handle the rating and selection of accounts and the processing of policies and 
endorsements?   How will they be transmitted and how will they be stored?

 Premium collection, control and distribution – Who will collect the premium on what billing plans.   How will the 
premium be retained, transferred and reconciled? 

 Claim Administration – Who will handle claims and what specific expertise or approach will be used to control claims.

 Loss Control – What will be done with what intent and by whom?

 Marketing – What will enable you to achieve the level of submissions necessary to reach the minimum targeted 
premium levels?

 Underwriting Argument –You must answer the question of why you will be able to write business in a competitive 
environment and achieve an underwriting profit.   You must provide some form of a mathematical argument 
for why and how you will achieve a profit margin!

 Data Collection - What data will be collected by what methods on both the policy side and the claims side.   How will 
that data be collected, how will it be used and how will it be shared.



WHAT QUESTIONS ARE THE CARRIERS TRYING TO ANSWER WITH DATA THAT 
DEFINES WHAT DATA REQUIREMENTS MUST BE MET?

 How large is the book and how spread is the book in terms of line and geographic distribution?

 Does the carrier have the tools in place (filings, claims handling, licenses, etc) to write the program without 
significant development cost and time?

 If you have an existing book, is the book profitable or unprofitable and is it trending positive or negative?*** 

 If you do not currently control the book how can they determine whether:

 The book will be profitable?

 The book will be large enough to justify the costs and time required to bring it to fruition?

 How do you or can you differentiate yourself from the competition & industry results?

 How can you use data to control your results and make your book profitable over time?



WHAT REPORTS WILL BE REQUESTED FROM THE MAJORITY OF CARRIERS FOR ALL 
PROGRAMS?

 Distribution of premium by line and by state.   Some will go further and ask for the average premium by line by 
policy and the counts of policies.

 Written and earned premium by line by year over the same period where loss data is available.

 Loss Development Triangles.   Distribution of loss by line valued on a regular basis (quarterly or annually are 
standard) for the prior five years or more.   

 What is the cost structure of the program and what is the permissible loss ratio based on that cost structure?

 Historical Rate information and projection of expected future rates.   What is the trend in recent rate changes





WHAT REPORTS WILL BE REQUESTED FROM THE MAJORITY OF CARRIERS FOR ALL 
PROGRAMS?

 Large Loss Reports.   Listing and explanation of all claims that represent ½ of the amount that is considered 
material in a given line.

 If the book consists of significant subsets of class, they will ask for the loss and premium data to be presented by 
subset (often including the demographics by exposure type whether exposure might mean TIV, count, payroll, 
receipts, etc.)

 Examples: 

 If your book is restaurants, they will want the data separated between fast food, diners, Brew Pubs, elegant dining, 
etc

 If your book is contractors, they will want the data separated between Carpenters, Plumbers, Heating and cooling, 
full service residential, full service comm’l, etc.







WHAT REPORTS WILL BE REQUESTED FROM THE MAJORITY OF CARRIERS FOR ALL 
PROGRAMS?

In all cases the carrier will be asking you to prove the connection between the results of your book or 
the industry in total, and your past and/or projected plan for pricing and selection.   You must be able 
to say, “these results came from this pricing/selection approach and our future results will be “X” 
because of this pricing and selection approach”.



WHAT ARE THE POTENTIAL HAZARDS OF PROVIDING ONLY THE DATA TYPICALLY 
REQUESTED BY CARRIERS?

 Carriers see hundreds of submissions a year and based on the path of least resistance, will only consider risks 
with full data and proven results.   They do not have the time to break your data down to find solutions 
to poor historic results – that’s your job!

 Data from your submission will be handed to an actuarial group who will project the results using standard 
trending and development tools.   They will typically do the valuations using industry data to support the trend 
and development factors which may or may not be valid in your book.   



WHAT ARE THE POTENTIAL HAZARDS OF PROVIDING ONLY THE DATA TYPICALLY 
REQUESTED BY CARRIERS?

 Many carrier actuaries follow a set of standard practices in loss projection and do not approach your results from 
the standpoint of problem solving.   They are not looking at how to make your book profitable.   They are only 
measuring if it has been profitable.    They will attempt to tell you what overall rate change you may need to make 
the book profitable as currently written, but rarely will they help you find the changes that may be necessary in 
selection to correct poor historic results without major rate increases.

 You allow the carrier to arrive at their own conclusion and to dictate what rating and selection changes must be 
made.



HOW CAN YOU IMPROVE YOUR ODDS OF SUCCESS?

 WHAT ADDITIONAL DATA CAN YOU 
PROVIDE TO CONTROL THE DECISION 
MAKING OF THE CARRIER?

 WHAT IS THE MATHEMATICAL 
ARGUMENT FOR WHY THIS PROGRAM 
WILL BE PROFITABLE?



ARGUMENTS THAT WILL NOT WORK!

 We have hired underwriters with a long history and experience in this class.

 We work with a limited number of producers who screen submissions and only send us the good business.

 Except for a couple unusual claim’s, the book has been profitable.

 We have been writing this book for the past 12 months and while it is a long tail line, our loss ratio is only 10% so 
we know the book is profitable.

 I have access to several important members of large industry groups.   They can tell us who is good and who is 
not and will allow us great penetration into the best business in the industry.

 ALL WE NEED IS A PRODUCT WITH BROAD COVERAGES AND A LOWER PREMIUM AND WE CAN WRITE 
A TON OF BUSINESS?



WHAT WILL WORK?

 We are going to accept as a minimum assumption that your proposal already provides answers to the following 
questions:

HOW LARGE IS THE MARKET AND BY WHAT METHOD WILL YOU PENETRATE THE MARKET TO REACH YOUR PRODUCTION TARGETS?   
WEB SITES, DIRECT MAILINGS, ASSOCIATION TIES, ETC?

HOW WILL THE PROGRAM BE ADMINISTERED WITH RESPECT TO QUOTE AND ACCEPTANCE, POLICY ISSUANCE, ENDORSEMENTS 
TRANSACTIONS, AUDITS, CANCELLATIONS, NON-RENEWAL NOTICES, FILINGS, ETC, ETC?

HOW WILL PREMIUM BE COLLECTED, RECONCILED, TRANSMITTED?

HOW WILL CLAIMS BE ADJUSTED, BY WHOM AND HOW WILL THE DATA FROM THE CLAIMS BE COLLECTED, RETAINED AND SHARED?

WHAT TYPE OF LOSS CONTROL, SAFETY OR INSPECTION SERVICES/PRACTICES WILL BE EMPLOYED AND DISTRIBUTED AND WHAT IS 
THE EXPECTED IMPACT OF THOSE PROCESSES?

WHAT DATA WILL BE COLLECTED, HOW WILL IT BE COLLECTED, WHERE WILL IT BE STORED, HOW CAN ITS QUALITY BE MAINTAINED 
AND HOW WILL ACCESS BE GRANTED TO ALL THOSE WHO NEED IT?



DEFINE THE PERMISSIBLE TARGET

 Premium – Expenses = Permissible Loss Ratio

EXPENSES INCLUDE AT LEAST:

COST OF CLAIMS (ALE AND PROJECTED ULAE)

COST OF ACQUISITION (COMMISSION PAYABLE TO RETAIL AGENTS, WHOLESALERS, TRADE GROUPS, AND THE GA 
COMMISSION)

COST FOR LOSS CONTROL (PAID BY CARRIER, GA, OR BY POLICYHOLDERS)

COST OF MARKETING IF NOT INCLUDED IN GA COMMISSION.

CARRIER ADMIN ALLOWANCE (INCLUDES CARRIER PROFIT MARGIN OR CAPITAL COSTS

OUTSIDE FEES TO TRADE GROUPS, MONITORING AGENCIES, DATA PROVIDERS, ETC



EASIEST

 Assumes you are targeting a short tail non-catastrophic class of business such as a direct damage IM line, small 
limit liability or simply low loss potential lines and you have 3-5 years of validated loss experience with a stable 
market and stable pricing structure projected forward.   Your UW model or math argument is as simple as:

NEED DATA PROVING THE HISTORIC LOSS PER EXPOSURE UNIT TRENDED TO FUTURE.

NEED TO DEMONSTRATE A MARKETING PLAN THAT WILL YIELD ENOUGH GROSS PROGRAM PREMIUM TO SUPPORT 
THE COSTS ASSOCIATED WITH BUILDING THE PROGRAM.

NEED A RATE PLAN THAT WILL YIELD PREMIUM PER UNIT OF EXPOSURE MULTIPLIED BY THE NUMBER OF TOTAL 
EXPOSURES YOU PROJECT WRITING THAT IS GREATER THAN PROGRAM EXPENSES – PERMISSIBLE LOSS RATIO.



WHEN ITS NOT EASY, WHAT APPROACHES CAN YOU USE?

 Loss Layering – Can the key line of business be separated between a Frequency and an Excess or Catastrophe 
layer of loss?    Rate for limited loss and allocate for XS loss.

 Splinter Classes – Break down the governing class into sub classes or groups where there are distinct 
operational differences that yield material differences in generated risk.    

 Analysis of claims to define Cause of Loss and Frequency Patterns - Purpose of doing this is to find 
ammunition for building the model.   If we write only risks with these characteristics we will avoid the losses that 
represent “X” percent of the losses in the class and thereby make the book profitable.

 Unique Approach to Closing Claims at Lower Average Cost Per Claim - Be able to demonstrate why 
you will be able to close claims at a lower cost per claim than your competitors

 Benchmarking of key indicators – Select key indicators and build a progressive plan that demonstrates what 
should occur at defined points in time if the rating plan is working as planned.   



2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Auto Liability 2.24 2.83 2.9 2.78 2.46 2.53 2.06 1.72 1.83 2.05
Physical Damage 4.12 5.38 5.12 4.89 3.68 4.02 3.14 2.66 2.81 3.55
Other Liability 1.14 0.61 0.97 0.65 0.59 0.78 0.32 0.21 0.81 0
Property(IM & PR) 2.44 3.95 2.49 2.09 1.3 1.5 1.34 1.38 1.96 1.91
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Claims/Million Miles 3.411 2.816 2.512 2.549 2.878 3.21 3.358 3.314 3.758 3.696 3.401 3.584
Limited Loss Ratio 24.38% 24.54% 19.75% 28.29% 29.31% 36.37% 35.03% 34.54% 30.10% 25.77% 23.19% 22.40%

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

40.00%

0

0.5

1

1.5

2

2.5

3

3.5

4

Auto Liability Claims/Million Miles
Excluding Late Reported Claims
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QTR 1 QTR 2 QTR 3 QTR 4 QTR 5 QTR 6 QTR 7 QTR 8
2011 0.0245 0.03 0.0352 0.0316 0.0305 0.0334 0.0393 0.0804
2012 0.0133 0.0264 0.0246 0.0262 0.0285 0.0313 0.0436 0.0663
2013 0.0162 0.0229 0.0314 0.0238 0.0269 0.0294 0.0313 0.0789
2014 0.0265 0.0311 0.0372 0.0294 0.028 0.0284 0.0313 0.0692
2015 0.0218 0.025 0.0329 0.0263 0.0281 0.0295 0.0326 0.0622
2016 0.0294 0.028 0.0299 0.0247 0.0251 0.0212 0.0315 0.0465
2017 0.0119 0.0395 0.0317 0.0286 0.0262 0.0262
2018 0.0186 0.0235
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Auto Liability Claims per Power Unit by Quarter of Exposure

2011 2012 2013 2014 2015 2016 2017 2018

Quarter 8 pulls in 
all late reported 
claims.



Averaged by Loss Type by Incident

Average Paid

Policy Year AL-BI AL-PD Med Pay PIP-Inc Loss PIP-Med Exp Pollution-PD UM/UIM BI UM/UIM PD Grand Total

2009 $       107,885 $         5,465 $         2,986 $              7,445 $           11,926 $         44,249 $                25,600 

2010 $         71,665 $         5,479 $         2,431 $            1,204 $                16,664 

2011 $       106,338 $         6,320 $         6,410 $       4,703 $              5,112 $         59,032 $                24,640 

2012 $         88,499 $         6,121 $         3,052 $            4,052 $          1,242 $                22,263 

2013 $       124,324 $         5,558 $         4,398 $                30,057 

2014 $         67,363 $         5,093 $         2,500 $              2,327 $            9,457 $          4,144 $                17,391 

2015 $         20,990 $         5,852 $         3,189 $             3,000 $              3,220 $            2,899 $                 8,850 

2016 $            8,049 $         6,089 $         3,069 $         13,185 $                 6,601 

2017 $            1,128 $         4,347 $         1,526 $           442 $                 462 $                   - $                 3,653 



Automobile Liability - Loss Ratio for Loss Limited to $100,000 

Policy Year

Eval Date 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

1st QTR 17.9% 21.8% 18.2% 7.8% 14.8% 16.3% 10.4% 17.6% 15.3% 16.3% 10.5% 16.4% 17.3% 21.8% 30.1% 18.5%

2nd QTR 21.5% 20.3% 27.8% 9.9% 17.2% 17.3% 14.1% 17.4% 24.2% 25.9% 38.7% 20.7% 21.3% 15.9% 26.1% 23.5%

3rd QTR 23.5% 22.3% 24.0% 14.1% 20.2% 21.9% 16.6% 21.3% 23.2% 30.1% 36.5% 27.2% 25.0% 21.1% 19.1% 23.9%

4th QTR 22.9% 24.2% 24.6% 17.7% 22.8% 25.3% 18.3% 24.5% 25.1% 30.8% 37.2% 26.0% 28.1% 21.7% 24.1% 22.4%

5th QTR 23.0% 25.8% 26.2% 18.2% 21.5% 22.9% 17.7% 23.4% 28.2% 30.3% 31.9% 27.0% 27.8% 26.8% 24.0% 20.5%

6th QTR 23.4% 26.4% 25.9% 19.5% 21.1% 22.9% 17.2% 26.0% 31.7% 32.1% 32.3% 30.0% 25.2% 27.0% 23.1% 23.6%



Of Policies Renewing in 2017 - Average AL per Power Unit

Jan 460 $       3,174.95 468 $          3,389.82 6.8%

Feb 367 $       3,617.47 387 $          3,833.88 6.0%

Mar 420 $       3,193.53 425 $          3,401.31 6.5%

Apr 449 $       3,184.10 464 $          3,304.28 3.8%

May 410 $       3,451.00 419 $          3,729.00 8.1%

Jun 485 $       3,466.88 478 $          3,684.46 6.3%
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