Mapfow GEO:

Generic Value Case

This paper introduces some of the benefts that Mapfow's customers are enjoying as a

result of their use of Mapfow's GEQ: solutions.
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Mapfow GEO allows an insurer to quickly and cost effectively model

and visualise the accumulation of risks on its book. It also supplies the
underwriting process with perils and accumulation risk model

consideration at property level... both automatically and visually.

Climate change is forcing property underwriters to
re-evaluate the way they do business. The increasing
ferocity of storms, rising sea levels and drier summers
are leading to an inevitable increase in losses resulting
from natural perils. In this challenging and competitive
landscape, how can insurers limit their exposure while
continuing to drive proftable growth?

Introducing Mapfow GEQ: technology that enables
underwriters to assess and price risk at an individual
property level.

With a more granular and complete understanding of
exposure, underwriters are able to more accurately
price business based on true risk. This in turn improves
underwriting performance and drives proftability. By
better understanding geographic risk an insurer can be
more aggressive on rates in low risk areas and underpin
top-line growth through increased competitiveness.

Mapfow GEO combines the accumulations in an
insurer’s book, the most up-to-date perils risk data,
market dynamics and the insurer's claims history to
infuence the underwriting process. Mapfow GEO
delivers considerable and tangible benefts to any
property insurer.

MapFow GEO can be used equally well to:

* Increase the amount of auto-rated commodity
business through seamless integration with existing
systems and

* Provide underwriters of more complex cases with
improved decision support by enabling them to
visualise the location of a property, relevant risk
models, nearhy policies and geo-spatial context

Changing market forces

* Increased exposure to losses fuelled by climate change

» Growing competition from insurers able to ‘cherry pick’
proftable business

» Greater reliance on cost-effective reinsurance protection

* Regulatory pressure to Treat Customers Fairly and end the
“postcode lottery”

» Focus on corporate risk management and improved
governance

Mapfow GEQ in Brief

* Accumulation modelling

* CMS integration

* Property or postcode-level risk assessment

* Access to the leading peril models through an API
or a simple web interface

* Access to street-level mapping and high resolution
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Target Benefit

Value

Description

Additional Net Premium
Income

(New targets and
revenue leakage)

0.7% — 6.0% of GWP

1 Analysis of a customer’ portfolio
husiness, which was not subject to its rate
table, identifed signifcant revenue leakage
conservatively estimated at . % of GWP

2. Customer’s conservative declinature
policy seen to ignore signifcant market
sectors. In this case Customer’s GWP /
(size of untapped market * assumed win
rate of 5%) = 6% (Clearly, if we increase
the assumed win rate to 10%, the number
hecomes 12%)

Customer’s GWP / (size of untapped market *
assumed win rate of 5%) = 6%

(Clearly, if we increase the assumed win rate
to 10%, the number becomes 12%)

Volume growth in low risk areas /low risk properties.

Portfolio of tens of properties presented as one case. All the properties
were in subsidence zones. Re-priced to refect this.

Speed to quote (complex commercial)... the tool enabled me to
calculate an EML and confdently decide that | could take 100% of the
presentation. |, therefore, won the deal.

Because we're not checking portfolio business (at all!), were not
charging what we should be charging according to our own rate
tables. Looking at this small part of our business only, this represents
signifcant (~2% of GWP) ‘lost’ revenue. Extrapolating this to the entire
book, we see potential of 0.7% of GWR allowing for the fact that some
customers will refuse the higher (loaded) premium

We decline business in specifed postcodes. But now see that only

25% of the properties in those postcodes are at risk of fooding. By

not undertaking property level risk assessment we are forfeiting a

total premium income market opportunity of approximately £377M
(household) and £91M (commercial). Depending on the assumed win rate
this could increase our book by between 6 and 12%.

In the sample analysed, there is a signifcant (50%) reduction in food
risk if you consider the properties at a property rather than at a
postcade level.

DA Schemes (Channels)

Industry trend towards affnity partnerships
and large DA relationships (Towergroup,
Tesco, B&Q). Better MCRS and support of
these relationships

Partners must refer a large percentage of cases (defned in their DA
contract terms). Severe delays are the norm. Inconsistent advice
(pricing) is also commonplace. It would be much better to empower the
partner properly.

One of our affnity partner's books was found to have three times the
normal percentage in the top risk category.. Small to medium-sized
enterprises should be the focus of future affnity partnerships, claimed
Emst and Young.

Andy Smyth, account director for property and casualty, said: “SMES
represent 99% of all frms in the UK. There are 4.5 million companies
with a value of £9bn. A lot of these SMES look at commercial insurance
as an extension of their personal insurance needs. Consequently, they
ask for simpler products and consider buying direct”

He added: “The market is growing. Right now, most SMEs are satisfed
with their brokers, but 50% of them are considering going direct and
55% are considering buying from their banks because of the fnancial
ties they have with them. They are also jumping on the switching
handwagon - 20% have switched providers over the last two years,
and 15% say they will change in the next two years.” On the overall
insurance market, Mr Smyth said: “In the motor sector, partnerships
have increased their share of gross written premium at the expense of
the brokers. In the household sector, partnerships went up from a 5%
share to a 15% share. In 201, affnity programmes should get £2.4bn
in GWP" There are currently around 2500 affnity contracts, according
to Mr Smyth. Of those, 50% are in the general insurance sector, and a
majority of the affnity contracts are signed with commercial entities.
He added: “We expect the market to grow even more, especially in
response to banks looking to increase their shares in general personal
lines insurance. Aggregators are also creating dynamic change. Last
year, 9.5 million people used aggregators for insurance.”
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Target Benefit Value

Description

(Loaded cost of underwriting hour) * (non
automated quotes + renewals) * 70%

Operating effciencies

Measured and validated with a customer

Process effciency gains, including reduction in, and better management
of (cf. ‘out of ared), referrals. The ability to eradicate ‘out of areas also
takes away the regional/local knowledge constraints, enabling remote
support centres and promoting consistency

70% time saved in dealing with complex commercial cases (time &
motion study, Customer S)

70% reduction in the number of referrals required (separate study of
Customer J)

Reduced Losses/ Cost of  Target to halve the %ge of policies that are
Claims at risk of food

Improved book quality, reduced exposure to high risk properties, better
management of risk accumulations

Our exposure to a food event has halved in two years

We identifed an adverse risk (disused tunnel near one property), so we
surveyed and got an engineer’s report. Decided to exclude subs cover.
On this £9m S, we estimate that we avoided a potential claim of £900k

One of our affnity partner’s books was found to have three times the
normal percentage in the top risk category

This system will address the concerns we have about unknown risk
accumulations; we were hit badly on Sept 1L If we take on a tenant in a
hlock that we also insure - and donit refect that in our treaty - and the
place lights up... then the reinsurer will treat the risks separately. The
excess will apply to each risk.

The system would have declined policies which represent 45% of the
claims we incurred consequent to the 2007 food

We calculate that this system and its logic will reduce our household
cost of claims by £14m per event, (commercial: £21m)

Norwich Union has announced that its food system helped it avoid
£30m of costs associated with the 2007 events.

We hold 65% market share, but only suffered 25% of the costs of claims
associated with the 2002 foods.

Mapfow’s analysis of our book showed that the system would highlight
81% of the policies that have gone on to claim, representing 83% of the
claims value.

Re-insurance Cost Savings'  04% — 0.8% of GWP

GWP * 8% (typical reinsurance premium) *
10% (target reduction)

Conservative, supported by anecdotal
evidence

Improved presentation of data and operational processes within re-
insurance negotiation process.

Premium loading applied by reinsurers to a book that is either below
normal accuracy (can locate 95% of policies) or is skewed with
proximity (cat) or environmental (perils) risks. These loadings can be in
the order of several millions.

The stronger negotiation position enabled by the system is expected to
secure > 10% reduction in our reinsurance premium.







