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Recent Developments Expand Vehicle Rating Options

Now is the time for most auto insurance company
executives to consider a new vehicle rating system. The
Insurance Services Office (ISO) heretofore had a virtual
monopoly on deriving symbol assignments.

However, the availability of data has changed dramatically.
This turn of events ushers in new opportunities for
individual carriers to

enhance auto rating plans.

Many insurers should

take care of first things
first. That is, they must
level the playing field

with competitors that
already have vehicle rating
for liability and medical
payments/PIP coverage.

Next, they should consider

that many new types

of vehicles are being
introduced in response to rising
gasoline prices. These developments make historical
pricing algorithms obsolete, producing rates out of step
with the market.

LeRoy Boison

ISO has lost use of the data from the Highway Loss Data
Institute (HLDI) for its symbol development - which
represents 80% of the data for the personal auto market.

However, the ISO is considerably expanding the number of
vehicle symbols offered for the 2011 car model year from
27 symbols to 70. I1SO is making these changes to more
accurately reflect different characteristics in what were
previously considered similar automobiles. This move also
adds additional price points above $80,000 per vehicle.
These measures will require significant internal system
changes for insurers.

In order to be competitive, insurers will need to retool their
approach to symbol assignments.

“In order to be competitive, insurers will
need to retool their approach to symbol

This should not be a problem as HLDI membership is
affordable for virtually any insurer and its data is available
to members for free! Some insurers have already been
using HLDI data as the basis for pricing. Therefore, there is
no reason why all insurers cannot enjoy the same benefits
as their competitors.

The HLDI data, which would be available in Vehicle
Identification Number (VIN) detail together with the
insurer’s data, would first be appended by an external
database which would contain specific vehicle
characteristics such as weight, horsepower, electronic
stability control, price new, etc.

assignments.’

This database would then be analyzed using Generalized
Linear Modeling (GLM) techniques in order to derive the
revised rating algorithm to more accurately rate each
individual vehicle’s characteristics. This rating algorithm
can be developed to either supplement the ISO symbol or
totally replace it.

The HLDI data, which is available in ZIP code detail, can
also be used to refine rating territories as it is significantly
more credible than the ISO data which many insurers
currently use for this purpose.

Insurers now have the ability to develop a unique symbol
rating program. For each insurer, the challenge lies in
determining the most advantageous approach. Now is the
time to make this happen.

For more information, contact LeRoy Boison at (516) 746-71

or Iboison@pinnacleactuaries.cain.
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Pinnacle Webinars

State of Personal Lines

The State of Medical Malpractice
Recent Adverse Loss Developments
State of Commercial Lines
Enterprise Risk Management

August
September
October
November
December
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Online registration opens monthly
and space is limited

For more information visit www.pinnacleactuaries.com/Apex

Apex Discussion Serig
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v August 5-7: Principle Shawna Ackerman will be on the
opening panel for the 20th Annual ACIC General Counsel
Seminar in Las Vegas, Nevada. The panel will discuss
California insurance regulations.

4 August 11-13: Vermont Captive Insurance Association
Conference, Burlington, Vermont. (Exhibiting) Managing
Principal Joe Herbers will be speaking at a seminar,
“Captives 102: Captive Tax Blueprint” at the VCIA
conference.

v August 30: Principal Roosevelt Mosley will on be on the
g p Y
panel, “Emerging Trends in Personal Lines Insurance,” at
the CPCU Annual Meeting in Denver, Colorado.

v September 20-23: NAMIC Annual Convention, Atlanta,
Georgia. Exhibiting.

v September 20: A Pinnacle seminar, Characteristics
in Homeowners Insurance, will be offered before the
NAMIC Annual Convention in Atlanta, Georgia in the
Hyatt Regency Hotel’s Montreal Room from 12-4 p.m.

4 September 22: Consultant Sandy Ross will be
presenting, “Are you tapping into your data silos?” at
the NAMIC Annual Convention in Atlanta, Georgia.

v" October 25-28: PCI Annual Meeting, Exhibiting.

v' November 9-11: World Captive Forum, Bonita Springs,
Florida, Exhibiting.

v’ December 1: Managing Principal Joe Herbers will discuss
actuarial topics at the IMAC Cayman Captive Conference.

- Hope to See You There!

Pinnacle Showcases its Expertise

Consultants Paul Vendetti and Derek Freihaut’s article,
“Actuarial Details of Risk Transfer Come to the Forefront”
was the cover story for the Fall 2008 issue of The Interpreter,
published by the Insurance Accounting & Systems Association.

Managing Principal Joseph Herbers’ article, “Getting the
Most from Your Actuary,” was featured in Captive Review in
December. Herbers also discussed actuarial issues for captives
at the Arizona Captive Insurance Association’s 2009 Round
Table Conference in May.

Principal Robert J. Walling discussed BOP underwriting tools
at the 2009 NAMIC Commercial Lines Underwriting Seminar
in February.

At the 2009 CAS Ratemaking & Product Management (RPM)
Seminar last March, Principal Shawna Ackerman was a
panelist in CAS’ first pre-program seminar for its day-long
catastrophe modeling workshop.

At the RPM seminar, Principal LeRoy Boison provided

an update on auto insurance costs, Principal Roosevelt C.
Mosley spoke about handling high dimensional variables and
Consultant Sandy Ross discussed actuarial professionalism.

Following the RPM seminar, Mosley and Ross presented a
standing room only, half-day seminar, “Strategically Applying
Property-Level Homeowners By-Peril Rating.”

In April 2009, Mosley also presented, “Predictive Modeling:
What’s Next” at the NAMIC Personal Lines Seminar in San
Antonio and, “Underwrite the Car, Not Just the Driver,” at the
Auto Insurance Report Conference.

Consultant Christopher S. Carlson discussed, “Revisiting
the Geographical Portfolio” at the PCIAA Joint Marketing/
Underwriting Seminar in April 2009. A
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