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	Process Flow
	Refer Page 6 and 7

	Roles & Responsibilities
	RM Team:
· Extract Coverall and Sandbox Data for rate change report.
· Extract data from CRUIS for data reconciliation and validation.
· Perform monthly Rate Monitoring process every month.
Underwriters:
· Data is provided by underwriters on monthly basis.
· Validating figures and giving business justifications for errors/doubts raised by RM team via emails.
Pricing Actuaries:
· AQIs at program level provided by Pricing actuaries at the start of year.
· Target Rate change and Target Retention ratios are provided by Pricing actuaries.
· Pricing actuaries give the final sign off on rate monitoring report each month. 

	Sources of Data
	· Coverall – Around 50% rate monitoring data for Program business available from Coverall. Data is at class code and exposure base level for GL and Property. For rest of LOBs data it is at less granular level (coverage level). RM team pulls the expiring detail from Prior year’s data.
· Manual Files – Around 50% of business is received from UW in Excel files (40-50 files) each month. 
· A small volume of data is also extracted from Sandbox for one program (FCI PP Psychoanalysts). 

	Brief Process Description
	1. Run SAS code to get Granular level data from Coverall system for GL and Property coverages by 8th of each month. Raw data is pulled for rest of LOBs from Coverall system (PRM feeds front end) by 10th of each month. Manual files that are received by 10th of the month are placed in Data folder for that month.
1. Raw data is processed in 4 excel files namely Coverall, Canada, Program Connect and Manual. Each file has its own format according to the data format but rate change calculation method is almost same which is based on exposure and ILF adjusted method (in case ILF factor is unavailable, policies are excluded on Limit/Deductible amount mismatches).
1. Calculation is done at class code and exposure base level for GL and Property from coverall and at policy and coverage level for rest of LOBS. The result is summarized at program and Line of business level for each month in rate Change summary tab in each of the four files.
1. There are 3-4 programs (e.g. Dentists, Chiropractors and Midwives etc.) whose calculation is done in separate file and results are added in the Rate change summary tab of Manual file.
1. After updating these four files, results from Rate change summary tab is combined and aggregated into Convert to RCR file which is at Program and LOB level for each month.
1. Data from Convert to RCR is linked to Div66RCR file where AQI is mapped to all the programs. AQI file is provided by pricing team in the start of the year at program level.
1. AQI Summary report is prepared using Div66RCR file. An Exclusion report is also prepared that contain policies which are being excluded because of the exclusion criteria mentioned in Exclusion criteria section.
1. Retention ratio is calculated using the data which is pulled from Sandbox. Data is at program and line of business level for each month.
1. AQI summary report is used for preparing Global Commercial report and Div66RCR report along with Exclusion report is published to all the UWs/PAs/PMs and Pricing Actuaries.
1. Global Commercial report has the target rate change and target retention ratio which is provided by pricing actuaries at country and AQI level.

	Process timeline
	Data: 

· Run SAS code to get Granular level data (class code and exposure base level) from Coverall system for GL and PRP coverages by 8th of each month.
· Extract Coverall data (except for GL and PRP coverage) around 10th of each month.
· Manual data from UW to receive by 10th of each month.
AQI and Targets:

AQI at Program level and targets at country level is available at the start of each year from Pricing team and same is used throughout the year.

Rate Monitoring Process: 

To be completed by 12th or 13th of each month (Rate Monitoring team)

Review Process: 

To be completed in 2-3 days’ time by Pricing Team.

Report distribution: 

Report to be released around 20th of each month by Rate Monitoring team once review is completed

Exclusion Policy review Process: 

RM team should receive one consolidated review file on excluded policies by end of reporting month to include the policies in next month’s report.


	















RM Methodology

	· Rate change is calculated based on Exposure and ILF adjusted method.

Rate change is calculated at the class code and exposure base level. If a class code is not available in either the expiring or renewal policy, it will be excluded from the calculation.  This is to remove any mix shift caused by changes in a policies exposure from one policy term to the next.  If there are deductible or limit changes, the increased limits factors will be used to adjust the expiring policy in order to estimate the rate level change. 

Note: Data at Class code and Exposure base level is available only from Coverall for General Liability and Property line of businesses as of now. Rate monitoring team and Pricing team is working with coverall team to get granular level data for Automobiles coverage. Data at granular level for rest of the line of businesses (e.g. Excess, Crime and Inland Marine) from Coverall and for all line of businesses from Non-Coverall source will be available in phase II.

· Below are the formulae used to calculate Rate Change:

Case I : ILF and Deductible factor not available:
  
                                                     Expiring Premium
Restated Expiring Premium =   ------------------------    X    Renewal Exposure
                                                     Expiring Exposure

Case II : ILF and Deductible factor available:

                                       Renewal Exposure       (Ren ILF – Ren Ded factor)
Restated Expiring =      -------------------------  X  ----------------------------------  X  Expiring Premium
         Premium              Expiring Exposure        (Exp ILF – Ren Ded factor)

(For Coverall policies, we use annualized premium. For non-Coverall, wherever expiry date is not available, we consider policies are annual)

                                        Renewal Premium
Rate change   =        -----------------------------------     -     1
                                  Restated Expiring Premium

                                       Restated Expiring Premium    
Exposure Change   =     ------------------------------------     -    1
                                               Expiring Premium

Aggregation of report:
Rate change performed at policy level are aggregated and summarized by;

Program: A report is prepared at Program level. It has rate change and Premium information for each program and Line of business for each month.

AQI/Line of Business: A report is prepared based on AQI, Line of business and month. AQI is assigned to each program (AQI file is provided by Pricing team in the start of the year) and aggregated based on that. This file has got other tab as well which shows the results based on different Zones and Minor lines.  

The aggregation will also be completed using the expiring premium as weights.  Using these weights will give the rate level change that can be used as an estimate of the loss ratio change from the expiring year to the current year.  Given that the corporate report will be aggregated with the adjusted expiring as weights, it will also need to be calculated.



	Exclusion criteria
	Liability Products
· Rate change and Exposure change beyond certain threshold e.g. Rate Change > +/- 40% Or Exposure change > +/- 50%.
· Mismatch in limits/deductibles when comparing with prior numbers if ILF factor is unavailable.
· Policies with prior year effective date, missing prior/current details and other data issues.
Property
· Rate change and Exposure change beyond certain threshold e.g. Rate Change > +/- 40% Or Exposure change > +/- 50%.
· Mismatch in deductibles when comparing with prior numbers if deductible factor is unavailable.
· Policies with prior year effective date, missing prior/current details and other data issues.
The exclusion list is attached to the current month report so underwriters can verify and review. Reason for exclusion is also mentioned for each excluded policy. The updated information will be incorporated into the next month’s restatement. Underwriters should send the information to ATLDiv66RM@aig.com and cc Pravin Agarwal  by the 5th of the month to be included in that month’s rate monitoring. Also policies that are re-included will be distributed monthly along with the exclusions.

Requirements for verifying excluded policies:

-Large rate change or Large Exposure Change: The criteria are the same for these two. 4 things need to be independently verified - the renewal and expiring premiums and exposures. "Independent verification" meaning a documented source other than the original source of the policy data. For instance, if a coverall policy or a policy from one of the PA’s feeds was excluded, the renewal & expiring premium and exposure can be checked against a rating sheet. While the rate monitoring team will not check all of the documentation for these included policies, we could randomly ask for the backup documentation.

-Limit/Deductible mismatch: These policies are excluded either because the limit or the deductible has changed on renewal. These could be included if the Increased Limit Factors/Deductible Factors for the renewal and expiring policy were provided.


	Exposure base
	Property
Mostly Total Insured Value (TIV), Income.
General liability
Gross Sales, Revenue, Employee Rate, Units, Payroll, Area, Units etc.
Auto Liability
Units of car.
Excess
Gross Sales, Gallons, Total Cost, payroll, Area, revenue, Units etc.

	Challenges
	Coverall:
· RM team has data at granular level (class code and exposure base level) only for GL and Property. They along with pricing team are working with coverall team to get data at granular level for Automobiles coverage. Granular level data for rest of LOBs would be worked on in phase II
Non-Coverall:
· Most of the files have very limited information. Many of the files don’t even have basic information like Policy number and Expiration date. Since Policy number is absent in most of the files, it is difficult for RM team to reconcile numbers with the Universe at the policy level. Also because of absence of Expiration date, Policies are assumed to be annual polices and hence no adjustments are made to calculate annualized premiums.
· Format of the data differs for most of the programs. RM team has to do all the process manually as it is difficult for them to automate the process (in SAS or VBA) because of inconsistency in the format.
· For a program (SBT Home Health PL) data is received in PDF document. RM team inputs the data in the working file manually.
· Limit and deductible information not available in most of the data files. Therefore RM team can’t identify if there is any change in Limit/Deductible.
· RM team adds all the data that are received by 10th of the month in the current Rate Monitoring Report. Many files are received after 10th of the month and are included in next month’s report. So there is a reporting lag issue.

	Areas of improvement
	1. Improve Rate Monitoring coverage – January 2017: Rate Monitoring coverage has improved by 10% with inclusion Coverall Nexgen data January 2017 onwards.
2. Publish rate change for both Included and Excluded policies – May 2017: Rate change report is prepared for Included and Excluded policies. This is to see impact on rate change after including all policies (Including policies with high rate change and exposure change) in the calculation.
3. Review/Verification Process – April 2017: RM team publishes exclusion report on monthly basis for UW review. Reason for exclusion is also mentioned for each excluded policy. UW should review the policies and provide feedback on excluded policies (review data correctness and justification for large rate/exposure change for the policies to include). RM team should receive one consolidated review file by end of the month. Policies to be included in the following month’s report based on UW feedback.
4. Validation against Universe data – March 2017: Rate Monitoring data is being validated against CRS (Universe) data at program level on monthly basis and the same is published along with regular monthly report. RM team started validation against CRS data on overall basis from January 2017 onwards. This helped to improve coverage. They started including Program level validation (both on YTD basis and monthly basis) in monthly report March 2017 onwards. 
5. Tracking reporting delay – March 2017: RM has started tracking reporting lag of the policies making in to rate monitoring report from March, 2017 onwards. 
6. Non-coverall data – TBD: RM team prepared excel template including all required fields to get the manual data from UW. The template was shared with Pricing Actuaries and they are coordinating with Underwriting to get the data in the template. This will improve both data coverage and data quality in manual file provided by UW. RM team started receiving data in the provided template for some the programs but not for all. 


7. Incorporate ILF to calculate rate change – March 2017: In Program book, there are only 3-4% policies with limit/deductible change year on year and these policies are excluded from rate monitoring. From March 2017 onwards, Coverall team started providing average ILF and Max ILF (based on the discussion with Pricing Actuaries) for each policy & coverage combination. The analysis showed that the ILF factors are inconsistent and being rolled up at the transaction level inappropriately.  
8. Rate change calculation at granular level – October 2017: Data for GL and Property were available at class code and exposure base level from Coverall. RM team started calculating rate change at that level which is more desirable.
9. Aggregating policies using expiring premium as weights – October 2017: RM team started preparing a separate report for pricing team where policies are rolled up using expiring premium as weights at program and LOB level for each month.







Appendix I
PROCESS FLOW: PROGRAMS
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Program Data  Template.xlsx


Program Data Template.xlsx
Data Template

		Program Details		Div		Section		PUC		C_policy_no		C_Effective_Date		C_Expiring_Date		Insured_Name		Underwriter_Name		Broker_Name		Major_Line		Minor_line		AQI		C_Branch_Code (Working)		C_Branch_Code (Credited)		C_Branch_Name (Working)		C_Branch_Name (Credited)		C_Premium		C_Occurrence_Limit		C_Aggregate_Limit		C_Deductible (Aggregate)		C_Attachment		C_ Exposure Base		C_ Exposure Amount		C_ Status of policy		X_policy_no		X_Effective_Date		X_Expiring_Date		X_Premium		X_Occurrence_Limit		X_Aggregate_Limit		X_Deductible (Aggregate)		X_Attachment		X_Exposure Base		X_Exposure Amount







Field Definition

		Data Template		Description

		Program Details		Name of the program

		Div		Division number

		Section		Section code

		PUC		Profit Unit Center

		C_policy_no		Renewal (Current) Policy Number

		C_Effective_Date		Effective date of renewal policy

		C_Expiring_Date		Expiration date of renewal policy

		Insured_Name		Name of the Insured

		Insured Customer ID or FEIN		Customer ID or Federal Employer Identification Number

		C_Insured Zip Code (9 digit)		Current Primary Physical Location Address of insured.

		X_Insured Zip Code (9 digit)		Expiring Primary Physical Location Address of insured.

		Underwriter_Name		Name of the underwriter

		Broker_Name		Name of the Broker						REQUIRED

		Major_Line		Major Line (eg Property, Liability)

		Minor_line		Line of business (eg Auto, theft)						OPTIONAL		<= do we want this added?

		AQI		Account Quality Index

		C_Branch_Code (Working)		Working Branch Code

		C_Branch_Code (Credited)		Credited Branch Code

		C_Branch_Name (Working)		Working Branch Name

		C_Branch_Name (Credited)		Credited Branch name

		C_Premium		Renewal Premium Amount

		C_Occurrence_Limit		Occurrence Limit of Renewal policy

		C_Occurrence_Limit_Factor		Occurrence Limit Factor of Renewal policy

		C_Aggregate_Limit		Aggregate Limit of Renewal policy

		C_Deductible (Aggregate)		Aggregate Deductible of Renewal Policy

		C_Deductible_Factor		Deductible Factor of Renewal policy

		C_Attachment		Attachment point of Renewal Policy

		C_Insured Exposure		VIN for Autos, Location for Properties		Identifies if there is a change to the insured exposures that would be excluded from rate monitoring (eg. Vehicle changes = change in exposure that cannot be quantified directly without complete re-rating or physical location changes causing a change in rates. Since there would be a change in the "technical premium" the rate change would not be a true measure of the change in rate adequacy)

		C_ Exposure Base		Exposure base explained of Renewal Policy(eg. payroll)

		C_ Exposure Amount		Exposure Amount of Renewal Policy

		C_ Status of policy		Current status of policy (eg. New, Renewed)		<< Increase based on status of renewal quote AND status of expiring policy (eg. Expiring: Cancelled mid-term, policy extension, Not quoted by company/company non-renewal; Renewing Year: Quoted, Bound, Non-Renewed; Other status??)

		X_policy_no		Expiring Policy Number

		X_Effective_Date		Effective date of Expiring policy

		X_Expiring_Date		Expiration date of Expiring policy

		X_Premium		Expiring Premium amount

		X_Occurrence_Limit		Occurrence Limit of Expiring policy

		X_Occurrence_Limit_Factor		Occurrence Limit Factor of Expiring policy

		X_Aggregate_Limit		Aggregated Limit of Expiring policy

		X_Deductible (Aggregate)		Aggregate Deductible of Expiring Policy

		X_Deductible_Factor		Deductible Factor of Expiring policy

		X_Attachment		Attachment point of Expiring Policy

		X_Insured Exposure		VIN for Autos, Location for Properties		Identifies if there is a change to the insured exposures that would be excluded from rate monitoring (eg. Vehicle changes = change in exposure that cannot be quantified directly without complete re-rating or physical location changes causing a change in rates. Since there would be a change in the "technical premium" the rate change would not be a true measure of the change in rate adequacy)

		X_Exposure Base		Exposure base explained of Expiring Policy(eg. payroll)

		X_Exposure Amount		Exposure Amount of Expiring Policy
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Data for Coverage GL& PRP are at class code level and rest of coverage areat policy and coverage level from Coverall system. Expiring details of renewal polices are
extracted from Expiring data.

Data for one single program (Psychcanalyst) is extracted from Sandbox at policy and coverage level for each month. Expiring detail of the renewal policies are
available in the same data.

Data is at policy and coverage level. Files are received in excel format over emails each month. Expiring details for the renewal policies are available in the same data.
Program connect data is extracted and provided to RM team over email in excel format. Canada data are provided over email in excel format.

Rate change for coverall data is calculated at dass code level for GLand PRP and at policy and coverage level for rest of the coverage. Rate change is summarized at
program and line of businesslevel for each month.

Rate change for underwriting files are calculated at policy and coverage level for all the coverage. Rate change is summarized at program and line of business level for
each month.

Rate change for program connect datais calculated at policy and coverage level for all the coverage. Rate change is summarized at program and line of business level
for each month.

Rate change for Canada country datais calculated at policy and coverage level for all the coverage. Rate change is summarized at program and line of business level
for each month.
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