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Agenda

You’ve never seen your business like this before.

= Teradata Insurance DW experience

= Actuarial Applications, Issues & Implications
= Best Practices in Data Warehousing

= Best Practices in Data Mining

= Funding/ROI

= EDW Roadmap
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Teradata is a World Leader Tedl_‘adg@
in Data Warehousing, Business Intelligence
and Analytic Solutions

You’ve never seen your business like this before.

Sole focus is on decision re-engineering

Business Performance Management/Business Intelligence

Industry Analytics

Data Management

Consulting Services
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Teradata’s Presence in Insurance, s
Healthcare & Pharma Industries

You’ve never seen your business like this before.

Five of the top ten US P&C Carriers

5th largest US Group A&H insurer: >Nationwide, Travelers, Hartford, CNA, Liberty
>Guardian Life Mutual

Largest AAA Affiliated Insurance Plan
>Auto Club of S. California

Three of the top five BC/BS Plans Two of the Largest US Healthcare Networks

>Anthem, HCSC, Highmark >HCA - The Healthcare Company, Kaiser
’ ’ Permanente

Largest US Pharmacy Benefits Management
Company

>Medco Health Solutions

Two of the most prestigious life science
companies:

>Salk Institute, Windber Research
Institute




Teradata Insurance, Healthcare & i
Pharma Industry Experience

You’ve never seen your business like this before.

= Qver
= Built Insurance, HC & Pharma data warehouses globally
= Leading insurance and healthcare industry

= Integrated built upon patented
Financial Services Logical Data Model (fs-LDM)

2 (Insurance, Healthcare, Banking &
Securities)

= Business driven
Business Discovery & Business Value Assessment

I Analytic Framework
0 for ROI/business case
= Data Warehousing staff

= Industry
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Actuarial Applications, Issues &

Implications

Teradata

a division of @NCR



Current Actuarial Approach & Issues

Traditional
Approach

= SAS extracts
= Access Database

= Excel
Spreadsheets

Why

Aggregation
Flexibility
Control

a division of () NCR

You’ve never seen your business like this before.

Issues

Costly
Data Integrity

Spend 80% of
time obtaining
the data vs.
analyzing it
Analytic
contention with
operational
systems

Need more
granular data
for competition



Teradata

The Actuarial Evolution e

You’ve never seen your business like this before.

Customer Customer Customer Dynamic Value
Embedded ot
Value Value Segment Lifetime Value management
Value
_ Consumer &
Product One Product Unbundled Cafeteria/ Profitability
: Coverages Chinese Menu Driven
Development Fits All Products
Pricing & o Portfolio Household 1:1 Pricing
Traditional R .
I i Analysis, Tier -
Underwriting Class Rated Analysis Rati‘rllg F;Ians an:'::dolrlaot:
Reviews
Consistent : -
Data Poor Quality, Data Assembled Atomic Detail

silo’d, across Product Enterprise View Data

/ - Knowledge/
Inacl;::::ble s Data Mining Wisdom/

Predictive

How much of your time is spent accessing or validating
data Vs. analyzing it?
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Data Warehousing & gz
Data Mining Best Practices

You’ve never seen your business like this before.

= Moving toward an Enterprise Data Warehouse
= Data Governance process/metadata repository
= Granular/atomic vs. summary data

= Increased use of sophisticated data mining and
techniques

= Move data mining tools to the data
= Still using SAS, but not for extraction
= Still using Excel, for smaller data sets

= Storing derived scores/factors in data warehouse for
leverage by other users

= Creating common data set for integrated analysis
across functions/departments/SBUs



Case Study:

Integrated Product, Premium &

a division of () NCR

Loss Data

You’ve never seen your business like this before.

Auto product policy, premium and loss data
Actuarial pricing analysis
Power users in actuarial pricing area

Additional users include Claims, Underwriting & Product
Management

Benefits
Reduced (from 12 months to 90 days)
Increased in report production/analysis
(reduced from 2-6 months to 1 day)
Improved (20% ‘dirty data’)
Prevented

Implemented

Identification of

Ability to bring entire
, policy by policy



Case Study:
Integrated Claims, Underwriting,
Marketing & Pricing Analysis

a division of () NCR

You’ve never seen your business like this before.

= Auto and home policy, premium and loss data

= (Claims, underwriting, marketing & pricing analysis
= Power users in all areas

= Benefits

based on claims experience from
2% to 20%

Increased speed of from months to
weeks
More tightly controlled through

access to more timely, detailed, integrated data
resulting in reduction in Combined Ratio



Case Study:
Integrated Premium, Loss, Producer &
3rd Party Data

Commercial Lines portfolio analysis
Premiums, Losses, Producer data, 3rd party data
Power users in Actuarial & Market Research/Product Development

a division of () NCR

You’ve never seen your business like this before.

Applications:
Ranked the of current customers and
prospects
Book of business profiling on
Book of business profiling on business

of new business
Catastrophe mappings
predictive modeling
for profitability and productivity
Predictive model
(geographic concentrations)



Case Study: Teradata
Improved Data Quality for Rate Filings

You’ve never seen your business like this before.

= Individual and group A&H business
= Premium, claim data
= Power users in actuarial
= Applications:
-~ Decreased effort and time to file rates
- Increased # of filings
- Improved quality of rate filings
-~ Rate filings approved with no request for additional data
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Best Practices In Data Warehousing

Teradata

a division of @NCR



Keys to Data Warehouse oy o
Success

You’ve never seen your business like this before.

= Specific business problem to be solved
= Executive Support
= Alignment of business users and IT
= A well-defined
Short-term deliverables (90-120 days)
Continual enhancements

= Clear Return on Investment (ROI)
Pre-implementation Business Discovery
Post-implementation Business Value Assessment

= Utilizing proven and Technology
= Experienced personnel



Data Solution:EDW e
Single Source of the Truth

You’ve never seen your business like this before.

CEO

President

Claims Marketing | UnderwritingI

| Actuarial I Management

Information
System

’ Data

Warehouse Centralized Data Repository

» Single Version of the Truth
» Clean, Accurate Data
Product Data + Organized, Timely Availability
« Historical Detall
» Shared and Accessible
* Ad hoc Discovery & Analysis
 Flexibility
« Customer-ceniric Logical Data
Model

Producer & Sales Data

Premitim: &2 Lossrbatal

“fi » Actuarial Data
Not a “field of dreams”’’; larial Data

build in iterations,
based on business value
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Information Evolution In a Data

Warehouse Environment

a division of () NCR

STAGE 1
REPORTING

STAGE 2
ANALYZING

WHAT happened?

WHY did it happen

/

Primarily Increase In
Batch and Ad Hoc and
Pre-defined Concurrent

Queries Queries

Batch

Ad Hoc/Concurrent Queries

March 11, 2004

STAGE 3
PREDICTING

WHAT will happen?

Analytical
Modeling
Grows

Analytics

You’ve never seen your business like this before.

STAGE 4
OPERATIONALIZING

WHAT IS Happening?

Continuous Update &
Time Sensitive Queries
Gain Importance

[]

Continuous Update and
Short Tactical/Operational Queries

Copyright NCR Corp. - All Rights Reserved

TAGE 5
ACTIVE WAREHOUSING

What do | WANT to
happen?

Event Based
Triggering
Takes Hold

Event-Based
Triggering




OLTP versus Data Warehousing Teradata
Mixed Workloads in the Data Warehouse

<«— Transactional Decisioning

> is before.

Complex, _
Strategic Trickle
Queries  gpor, OPdAtes

Batch Tactical
Updates l l l Queries
v

Short,
Update Complex

Query
Manager

) Queries E
Transactions %
VVYVVVYVYYVYY | | | !

Integrated, Strategic All Decision-Making
Decision Support Data Data Integrated

Departmental,
Operational Data
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Data Mart Environment
The Terrible Toos --

a division of () NCR

You’ve never seen your business like this before.

1. Too many copies 3. Too complex

of the data « Every line on the
- Will they all be the chart represents an
same? ETL process that

requires Life Cycle
Maintenance

2. Too much latency
» Takes too long to
get the data to the
people who need it.
» Everyone sees

4. Too expensive

» There are
numerous
components that

different :
inconsistent points lead to increased
- costs.
» Costs often hidden
in distributed

organization.
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] fa’ %i A- ‘r;
Teradata Enterprise Data Warehouse %}@%@j@

Framework

You’ve never seen your business like this before.

Data Database Operations Network Applic.
Analyst Admin Manager Admin Developer
e 2 A B A B

i o m— £y w q)
‘i E e -
Assemble | s Sl T W EE (i - S
(Internal and/or External) ] Y S A
Data s .5 O
Transformation Siie & >
Qiigii 8 M
3 8 8

Enterprise Warehouse gii0:igi: %
o c o o CU

Sii nESi S
anage 3 Sl =
= SRS = Y=

=2
Replication & \ @ - -% .§ g a2 C
Propagation S 3 5 g g: 8 —
g = & = '>‘ e
Dependent - Sigg 3 —
Data Mart s a 2 ° @
LB 8igigii sl Q

Knowledge Discovery / '/ -9 il e 3
Data Mining & Z:wili+ 0 SiigiiF Q.
s:i% D

[7/]
[ 1 E 7] m

Information Access / - ‘ ! A & ¥ 2

Applications A S giigii®

\ Sigiim

Business Users é é é é il

Power Knowledge Executive/ Customer Application
Analyst Worker Manager  Contact Server
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Centralized Data Mining

e — ]
RN
Sl

S

Modelers Business
Build Models Deploys Models

a division of () NCR

Distributed Data Mining

= Requires Immediate Sampling
= Requires Data Movement

= Redundancy/Metadata Issues

-
-,
@ W
/N N
[ | a a a a
= =
Modelers Business
Build Models Deploys Models

his before.

Centralized Data Mining

= Performance & Scalability
= No Data Movement

= Shared Metadata

Less chance for data error!
Shifts time from obtaining data to analyzing data.
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Best Practices in Data Mining

Teradata

a division of @NCR



Data Mining Teradata
...Where the time goes

You’ve never seen your business like this before.

Percent of Total Time

Project Management
8%

Knowledge
Transfer

220/ Business

Issues
14%

Knowledge Arch & Tech
Delivery Prepa:atlon
10% 9%
Analytical Data .
Modeling Prepal;atlon
19% 18%
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Data Mining Method Teradata

Project Management

Business Architecture Data Analytical Knowledge
Issues & Technology ll Preparation Modeling Delivery &
Preparation Deployment

Knowledge Transfer
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Data Mining Method Teradata

Vnsdsrn s mvvam omao vroasss bnasntonns 134 +hi8 before.

Business
Issues

" Discover business problems and clearly
document the business objectives associated
with each of them.

= Clarify, operationalize, and prioritize
business problems for purposes of data mining.

March 11, 2004 Copyright NCR Corp. - All Rights Reserved




Why Data Mining Fails Teradgta

Vnssdern anmvrou nnme srovesao bnvvnion nna 114 +his before.

= Most initial data mining exercises will

Business be directed (they will begin with a
Issues

hypothesis)

= Directed exercises begin at the
business

®" The more business users that have
access to data, the more hypotheses
will emerge

= More hypotheses = higher chances of
FINDING the WOW!

Get your Data in the Hands of the Business!
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Data Mining Method Teradata

Vnsdsrn s mvvam omao vroasss bnasntonns 134 +hi8 before.

" Define, design, and build the

A e U environment to enable the initial data

& Technology mining project.
Preparation

" Fnable business wide access to data

= Whatever you have today, you will change,
augment, tweak, adjust or modify to
accommodate new mining exercises.

" Number of users, amount of data, and
sophistication of queries will increase, so
build for scalability

March 11, 2004 Copyright NCR Corp. - All Rights Reserved




Data Mining Method Teradata

Vnsdsrn v nvram omao vronsso baasntonna 13 . +his before.

® Conduct Initial Data
Data Examination.

LACPLICHLL = Extract Data Sample
(if appropriate).

" Determine Analyzability
of Data Sample.

" Condition the Data
Sample.

March 11, 2004 Copyright NCR Corp. - All Rights Reserved




Teradata

Data Mining - How? e

Vnsdsrn s mvvam omao vroasss bnasntonns 134 +hi8 before.

Analytical
Modeling

= Conduct Exploratory Data Analysis.

= Build Analytical Models.

= Validate the Analytical Approach.

= Interpret and Document the Analytical Models and Results.
= Develop Production & Monitoring Processes

March 11, 2004 Copyright NCR Corp. - All Rights Reserved




Data Mining Method Teradata

Vnsdsrn v nvram omao vronsso baasntonna 13 . +his before.

Knowledge
Delivery &
Deployment

= Communicate exercise results to the business users.
= Work with the business users to provide interpretation.
= Define, design, and build business user applications.
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Data Mining Method Teradata

Voses?urn onmsvvose coonin xronesin bavantonans 11l o +hi5 before.

®" Transfer Modeling Knowledge.

" Transfer Production and Monitoring Processes
Knowledge.

=" Empower the Business Users

Knowledge Transfer

Trend: Data Mining Centers of Excellence
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Data Mining Teradata
... Next Steps

You’ve never seen your business like this before.

" Data Mining WILL uncover interesting
information, but it's what you DO with
that information that counts...

— Change UW guidelines?

— Add/change products &/or policy
forms?

— Revise internal business processes?

— Improve rate structures?

March 11, 2004 Copyright NCR Corp. - All Rights Reserved
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Funding/

Return on Investment
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Business Improvement Opportunities Teradgta
(BIOs): Insurance

Key Business
Processes

Business Improvement Opportunities (BIOs)

Customer Custor'ner. Cross-sell Azl Customer Customer
Communication and Customer . N
Management Up-sell Retention Acquisition

Strategy Alignment

Mergers & Regulatory
Acquisitions Compliance &
Analysis reporting

Financial Profitability Expense Budget, Planning
Management Analysis Analysis & Forecasting
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Funding an EDW Teradata

You’ve never seen your business like this before.

Increasing the Business Value
Derived from Detailed Data

Maximizing
ROI Decreasing the Total Cost

Of Data Management
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Data Mart Consolidation
Reducing Total Cost of Managing the Data

Teradata

a division of () NCR

q $$$ Big Dollars

March 11, 2004

DM1
Support
Costs

DM DM

2 3
+ Support + Support +- - - Suppo':‘t

Costs Costs

Copyright NCR Corp. - All Rights Reserved

You’ve never seen your business like this before.

DM

Costs




a division of () NCR

ROI from Data Mart Consolidation

You’ve never seen your business like this before.

Consolidating 22 Data Marts
Timeframe = 8 Months
Started Mid November ‘01

Cost to consolidate = $25 Million
Savings within Same Period = $24 Million

Support Costs:

$9.0M per Quarter (22 Data Marts)

$3.0M per Quarter (New Consolidated System)
$6.0M Savings per Quarter

56 More

Data Marts

The FS-LDM accelerates DMC! =

Provides the Blueprint for how Possible...
to consolidate the data.




Product Pricing & Development
Illustration e

Objective Acti
ctions

eAssure premium relates to Results

accepted risk Create products and pricing based on

eEnhance new product refined loss/cost data Introduction of better pricing structures

. re.

development and pro-actively Develop pricing features based on —

adjust products and pricing contributions Improved response to competitive

eIncrease the speed to market Refine rate classifications based on e

for new rating plans and products more complete and accurate detail data Increased speedito marketirorrate
plan changes and new products

Product Pricing & Development BIO I

Set / Refine Perform Take Measure
I Objective Analysis Action esults / RO I

Analysis (Business Questions) //—\
What is my loss experience by segment? \_//

What is my “hit” ratio for business quoted? Data Sources:

Policy and Application data
Premium History

3rd Party Credit Scores
Producer Data

Claims Data

How can I segment my book differently than my competitors? C?mpalgn L

Risk Group Data

Billing and Payment Data

How is my new business performing relative to my existing book?

Are there new characteristics driving the loss ratio?

Are the discounts appropriate relative to the loss experience?

What product enhancements are needed to meet the future needs of my
customers?




Illustration

Objective

eDiversify portfolio to reduce risk
and maximize return on invested
capital

Portfolio Analysis

Actions

Plan strategies to reduce risk

Align products to increase risk
classifications and spread risk

Adjust portfolio based on detailed
customer behavior

Portfolio Analysis BIO

Take Measure
Action esults / RO

I_> Set / Refine >> Perform

Objective Analysis I

a division of () NCR

Results

Portfolio that spreads the risk and
increases profit re.

Pricing that accurately reflects risk

Increased attractiveness to
reinsurance markets

Analysis (Business Questions)

What is my concentration of risk by market segment?

What is the total risk exposure within a geographic area?

been with us?

What is the persistency of this book; How long has the average insured

How do my current risks perform as compared to my historical losses?

What underwriting policy changes are impacting the makeup of the book?

this state?

What are the expenses associated with writing and servicing policies in

state / territory?

Do current rate levels charged by competitors allow for profit in this

— T
]

Data Sources:

Policy and Application data
Premium History

3rd Party Credit Scores
Producer Data

Claims Data

Reinsurance Data
Provider Data

Risk Group Data

Billing and Payment Data
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Getting There:
The EDW Visual Roadmap

Teradata



Teradata

EDW Roadmap s avsn 1 GO

You’ve never seen your business like this before.

= A visual modeling tool to plan the direction, priority and
growth path for an EDW

= Ties together all of the key components of an EDW:

Goals & Objectives of the organization

The relevant Business Improvement Opportunities (BIOs)
and/or initiatives

The data that an organization actually has

The Business Questions that can be answered...
... (and those that cannot!)

The Key Performance Indicators (KPIs)

The Logical Data Model

The business value/ROI potential

= Acts as a repository for the environment

Communication tool
Planning tool

Copyright NCR Corp. - All Rights Reserved
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MAP Teradata
Vision-Goals-Objectives

ness like this before.
5 TO .
ision Goals J : BUSI neSS
L] | improvement
Opportunities

Strateqic
Ohjectives

E:u

Business Improvement
|— |

ﬁ«d
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Connecting the dots...
between industry LDMs, BIOs, Pavn s e
Solutions

xzlom - Goels - Bbjecies

siness like this before.
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For additional information contact:

Patricia Saporito, CPCU

Industry Partner

Insurance, Healthcare & Pharmaceutical
201-941-2330
patricia.saporito@teradata-ncr.com

www.teradata.com
Teradata

a division of (#Z) NCR



