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Proliferation of devices can be confusing
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Technology will evolve and transform

Then ; en

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watsonand Towers Watson client use only. 7



14/10/2013

Connected Car Data —
What will you do with it?

Ford says
SYNC base is now 4M,
will reach 13M by 2015

Reducing
Claims

Selecting
Risk

Reducing Measuring

Risk Risk
http://www.autoblog.com/2012/01/14/ford ync-b. 4 I h-13m-by-2015/
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Telematics is a new opportunity

Pricing Accuracy Behavioural Safety Vehicle
Based On Risk Modification Features Maintenance
Programs Emergency response, Reporting

roadside assistance,

(teens, mature ¢
stolen vehicle recovery

market, etc.)

f,,— i
Green Driving and Concierge Safer Roads
Fuel Management Services and Lives Saved
Door unlock,
navigation, location
assistance
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Key stakeholders in a UBI strategy

Consumers:

Control of premium

Understandable rating based on
how, when, where drive

Access to useful driving feedback
Value-added services
“Green” and “progressive” products

Significantl
reduced
risk

Insurers:

Enhanced pricing

Product differentiation and brand
awareness

Reduced loss costs

Improved consumer satisfaction
and retention

More
accurate
pricing

onsumer:

Company

Regulators:
Saves lives
“Fairly” discriminatory variables
Consumer acceptance and
premium control

Environmentally friendly

Product

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watsonand Towers Watsonclientuseonly. 10

Building knowledge and value

« Attract new customers
« Create novel products
 Improve profitability
Knowle_dge creation and  Support change mgmt
decision support « Develop competencies

infrastructure

. / @
/
/
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Device technology will
change rapidly
« Distracts management

Delays time to market and
wastes resources

Exposes obsolescence risk




Upheaval in Distribution and Value Ch

Aged 17-24 or parent of
a young driver?

Premasma may increase depencieg on e dreng shie

towerswatson.com

§1% of under 255
could save up 10
£593* on their
initial premium

14/10/2013

Insurers

Intermediaries

Aviva RateMyDrive

Test drive our new app.
Fairer car insurance

Price comparison sites

Software houses

Data houses

Motor Manufacturers / OEMs

Government

insure

Confused.com \
MotorMate™| the ‘
2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 12

Sensor Fusion & Tethering —
Are apps a gimmick?

Gyroscopes provide higher pitch & roll

Reducing
Claims

bove 0.5Hz

'y than accelers

Selecting
Risk

Pitch & Roll
Accuracy

0.1Hz

0.5Hz
Signal Frequency

Inputs

Outputs

Reducing Measuring
Risk Risk doboat M"M
3-axis Nmrm ¥ SB:IZ?);::’?" ? Plteﬁa Mw yiv!
3-axis angula; rate &\
http:/www.youtube.com/watch?v=C7JQ7Rpwn2k
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Reducing
Claims

Market Share Progression

Reducing
Risk

25 million potential customers

Monitored drivers Non - Monitored dri
. N
4 "
Telematics Conventional Conventional
policies monitored non-monitored

ool Lo o
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Reducing
Claims

UBI Benefits

o

Reducing
Risk

25 million potential customers

Non - Monitored drivers

A

7
Telematics Conventional Conventional
policies monitored non-monitored

loswe| | | Losr |

Self-Avoid

Self-Selection
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Measuring

Measuring
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Hardware Options and Benefits

~ Granular
risk
analytics

Non-
insurance
services

Theft
Tracking

towerswatson.com
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Reducing Selecting
Claims Risk

' Reducing Measuring
Risk Risk
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Why use data for Pricing?

Reducing Selecting
Claims Risk

Reducing Measuring
Risk Risk

New provider ESMI aims
to ‘revolutionise’ health
insurance

The provider is offering

simple fixed rate insurance ...
regardless of age, health,
career or lifestyle ...

same fixed premium for every
policy holder, ...

no premium loadings for ...
existing medical conditions. “=

e,

http:/lwww.covermagazine.co.uk/cover/news/2294384/new-provider t health ance

14 October 2013
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Counting Harsh Brakes — Is it enough?

Usage — based insurance is on its
way — are you ready?

Reducing Selecting
Claims Risk

It could also take advantage of
... harsh braking ...

msurance
‘wwwinsuranceday.com
Usage-based insurance is

Reducing Measuring on its way - are you ready?
Risk Risk

ofusage-based ins:

y--are-you-ready.htm

https:/iwww.insuranceday ic_listi

18
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Reducing
Claims

Counting Harsh Brakes —Is it enough?

19
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Counting Harsh Brakes — Is it enough?

towerswatson.com

Counting Harsh Brakes —Is it enough? .

Reducing
Claims

Reducing
Risk

/

No
Claim |

_4

Harsh

Claim|] 1

No

Claim

10

s
'©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 20

No
Skill

Claim

Harsh

No
Claim

No
0 Claim |

Asleep|Harsh

Claim] O

No
Claim

h—
OWerswarson.com

4
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Counting Harsh Brakes — Is it enough?

. No
Skilled|Harsh Skill Harsh
. ) Harsh
Clam| 1 Claim] 1
No No No
Claim 10 Claim 0 Claim
Asleep|Harsh
Claim] O
No
Claim 0
Counting Harsh Brakes —Is it enough?
. Not No
Skilled|Harsh Harshl | skil Harsh
Avoid
Harsh
Claim| 1 0 ||claim| 1 e )
No No Not No
claim| 10 [*0000f tciqim| © Harsh Claim

Asleep|Harsh

Claim] O
No
Claim 0
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Counting Harsh Brakes — Is it enough?

Not

Skilled|Harsh Harsh

Claim — Harsh

Not

No \
9 Threat
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Counting Harsh Brakes —Is it enough?

. Not No Not
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id
Claim| 1 0 ||claim] 1 0 fet
No No
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clam| 2 |99 ]claim| A | B

Claim|] 1 0 -)'J-[
No 140 l10000

©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 24

Reducing
Claims
Reducing
Risk

and Towers Watson client use only. 25
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Counting Harsh Brakes —Is it enough?
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Counting Harsh Brakes —Is it enough?

Reducing
Claims
Reducing
Risk

-

—
- Parking -
o Theft |
- Glass |
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Granular data is the key to short- and long-run success

« Many providers choose to collect very limited “event-counter” data
» Don’t have the skills necessary to manage and analyze the granular data
» Don’t have capability to compress data to minimize costs
= Don’t understand the opportunity cost of using limited data

« Granular data is critical to

» Adequately addressing
inevitable data issues

» Decrease timescales
necessary to build an
effective score

» Increase the effectiveness
of the score

‘Expected LossRatio by Score Band

« Support longer-term behavioral
modification programs and
other value-added services

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watsonand Towers Watsonclientuseonly. 30

Granular data results in a better score faster

Collect 1.0 Data

Collect 2.0 Data

Guess events
Program counters

Collect 3.0 Data

Test 1.0 events
Guess revised events
Program new counters

Test collected events
Guess revised events
Program new counters

Event counter based analysis is a linear process
that can span years to “get it right”

Granular data facilitates continuous trial and
improvement cycle that significantly reduces time
to effective scoring

Use results, collect data,
continually refine

Collect gré
[EED
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Telematics Infrastructure

e —" -~
Feedback

Claims

Distribution —_—
Customer

Policy /
Device /
Claims Data

Insurer
Processes

Telematic
Service Provider

Crash Data

Driver Data

Towers Watson
Infrastructure

Compressor

Scoring
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Map Schema

towerswatson.com

Towers Watson DriveAbility Data Hierarchy ﬂ

Score g Policy Journey
Version gy . Episode Point
Vehicle

Episode
Journey

Vehicle
Trip

Policy
Vehicle
Device
Episode

Driver

35

Account
Episode
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Claims
Data management process schematic
nsurance icy Journey ocation (= (=
Data  yauae Data oo
- - : Data management requires:
| oy | e : iy q
i Loader Decryt » The ability to manage
. nzip .
E;ﬁ::ﬂl Locaton | Load substantial data volumes (up
p— to 1 million records per policy
L‘:::::r = Automation  gewk per year) using a UBI specific
| logical data model to efficiently
Cleansing e
i i query data
: Report « Secure, robust, automated
Join FCreaie Investigate processes to upload, clean
FIEES actors == and link data
~L i » Analytical expertise to set
Rating Extract Scoring Extract H H H
I o —» Scomg o criteria for data requirements

» Claims handling expertise to
set criteria for data options

» Robust operational reporting to
< = include exception reporting
TERADATA

towerswatson.com ©2013 Towers Watson. A ngns reserveu. riopnetry ana Confidential. For Towers Watson and Towers Watson clientuse only. 36

How powerful is the Towers Watson score?

0000 Risk of Accident
a0 » Using the DriveAbility pooled data,
our algorithm identifies certain
o “miles” as being 10,000 time
riskier than others
! Device Score Distribution
‘nh 0% 20% 30% 40% 50% 80% T0% B0% % 1200
Miles

« Aggregating miles at the vehicle w
level results in the shown scores

» The highest decile of vehicles
has an expected cost 10 times a0 A0%

higher than that of the best decile |

% 10% 20% 30% a0% 50% 60% 70% 80% 90% 100%
Device Rank

Score
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Feedback and behaviour change —
Can it reduce risk?

Claims

Cognition
Reducing Selecting :T“«m —— %?
Risk -

Parned Bchaviors. | -
Normative
> Bohavior
—_—

Enable
Reducing Measuring
) . E E
RISk RISk ncourage ngage
Exemplify
http: better.wordpr ylwaste/
14 October 2013 38

Do you enjoy driving?

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watsonand Towers Watson client use only. 39
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Teen driver experience

Example:16-17 year old overtime

— A fively Wonitored
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Reducing
Risk

Passively Monitored
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State Farm Drive Safe & Save™ with In-Drive®

Smartphone App

L State Farm
Drive Safe & Save
2006 Grand Prix

Miles Per Gallon Status

?& Combined MPG 21
18

18

L StateFarm jout
2006 Grand Prix
Savings Overview

[P ——

Since Joining At Last
the Progr: Renewal

$50

.'l. City MPG
eom

@ Highway MPG
@ Carbon Footprint 5

$125

towerswatson.com
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L StateFarm ogout
Drive Safe & Save
2006 Grand Prix
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Insurers are staking out different positions for their UBI

programs
ILLUSTRATIVE
State Farm Progressive
Convenient

2 = i Sign up fora
W FREE trial
Now you can test drive
@ 1 Spapshot to see how

; much you can save.
No purchase necessary.

Mobile Application

y Access to your savings and driving
Report Card
» Real-time access
-the-go i
» C[Tyavlad breakdown of miles e gallon
and vehicle diagnostics

1o vehicle location

> Learn mare

e ey s [~ |

Feature Focus ‘ Price Proposition

» Opportunity to de-commoditise « Will price remain king with more
the product powerful risk segmentation?

« Product/service focus, including » Price focus will require strong
driver coaching requires an analytic insight with more
understanding of driving telematics data to create new risk
behaviour and the key influencing factors

factors

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 42

Drivers demand —
Defend us from whiplash claims!

RECLEINE Selecting
Claims Risk

Reducing Measuring
Risk Risk

http:/Awww. co.t \ews/2162283/updated-whiplash-book : .

14 October 2013 -
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Value-Added Services propositions

» State Farm-Drive Safe & Save Allianz - SestoSenso

« Programmes provide a variety of package
choices for value-added <services 9
Package Comparison -
+ Moved to InDrive : Ll e

self-installable =
solution InDrive Gorrect  in-Orwe Gurdan  in-Ori Go-Piot

SestoSenso

5\ %
10% enrollment po222204 ) %"’e‘ G, « Value added services linked to personal
discount that D ZEN L protection, theft and breakdown
can increase up Vekeasarerics e | 11 :

24 hour emergency assistance — accident,
to 50% based on Rocall lnformation : A

i Eoo-Diiva Data breakdown and theft
mileage, turns,

« Based on annual fee

Stolen Vihicie Lozation Assstance

acceleration, Pisk Cabegary Comparison S . i
braking, speed, Diive Behavior T PR Allianz — Allie
and time of day mimiiiand T ¢
[— P
« Initial fee of $10. MR e
Se’Y'Ces Enhanced »  Essy aocesa to trained g . .
available f¢ safety Features  soociiets in an emargency - + Noinsurance included
i g . .
$5-$14.99 Aot creh ottt 8 ” « Value added services — accident,
1o accidant ohoud ocour
per month N oot . breakdown and theft for an annual fee

vehicls related prodiems

» Now offers Genialloyd discounts

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 44

Architecture Feedback

Customer |

Score &
Feedback

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watsonand Towers Watson client use only. 45
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Architecture Scoring

Today’s
Data

Customer |

Score &
Feedback

Trip| on Day

Insurer I

towerswatson.com ©2013 Towers Watson. All ights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only. 46

Architecture Analytics

Today’s
Data

~ Score &

Trip| on Day Feedback

History

./////// / %% Insurer |

TERADATA

nDim -
Analytics
o Analytics |

‘Watson. Allrights reserved. Proprietary and Confidential. For Towers Watson and Towers Watsonclient use only. 47
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Touching every part of the lifecycle

Try
Before
You
Buy

Scores

< B

TERADATA

o of mn g
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Tony Lovick, MA FIA
Global UBI Analytics Actuary

Tony.Lovick@TowersWatson.com

« Tony graduated in Mathematics from Oxford University in 1987, and qualified as a Fellow of the Institute of Actuaries in 1994. He spent
twenty one years with Aviva Group, before joining EMB, now Towers Watson, as a Senior Consultant.®

« Tonyisinterested in innovative actuarial research and its delivery through pragmatic systems development.
«  Within Towers Watson, Tony is the lead Architect for the Usage Based Insurance project serving a number of insurers

» Latest research from Tony improves pricing models with a noise reduction technique to take account of uncertainty.® Last year EMB
filed a patent application for this innovation.®

« Tony undertook a number of roles within Aviva, most recently as Price Optimisation Actuary, “Pay as you drive” Actuary and Head of
Statistics and Development, in the Personal Lines Pricing Division of Norwich Union.
As Price Optimisation Actuary he undertook the client side pricing and architecture design, concluding in a successful Motor Renewal
pilot.
As the actuary leading the research for Pay as you drive, he helped inspire the analysis, build of the data warehouse systems®, and
launch of the product to market. As part of this project Aviva prepared two patents with Tony listed as the inventor, one of which is now
granted®).
As Head of Statistics he led the implementation of full postcode risk cost models for motor and home insurance, pioneering the
introduction of external data to Aviva rating systems.

nkedin.comin/anthonylovick

od-linear-models
ry&startDay=12th+
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