Cognalysis™ Reserving System

Version 3.0 Release Notes

Summary of Changes:

e Backwards Recursive Method

e Method Toggle

e Updated Optimization Method
e Graphical Updates

e Bug Fixes and Ul Improvements
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Backwards Recursive Method

Cognalysis™ Reserving 3.0 sees the addition of a new prediction method, backwards recursive. This
method utilizes single time-step factors to develop ultimate reserves. This method uses both the
payments triangle and case reserve triangle to derive its estimates.

Users can view, and adjust the method via the Paid/Case, and Case/Case tabs (Reported/Closed,
Closed/Closed for counts). The backwards recursive method then uses both factors to arrive at an

ultimate estimate.

A more in-depth look at the Backwards Recursive method can be found inside of the monograph,

‘Individual Claim Development Models and Detailed Actuarial Reserves in Property-Casualty Insurance

7’

written by Gross Consulting’s CEO Chris Gross. The method is more closely discussed on pages 24

through 28.
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Method Toggle

Users now have the option to toggle methods on/off via the method toggle checkbox at the top of the
software. When a method is toggled off, it will not appear in the optimize calculations, as well as any
printed reports.
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Updated Optimization Process

With the addition of the Backwards Recursive method, the “Optimize” tab has been updated to properly
handle all 5 methods. There are now 31 combinations of methods.

Methods Optimization
Method Weights
Paid LDF Incun=d LDF Paid BF Incured BF  Dackwards St.Devistion  Estimated Reserve
Recursive
» 0.0006 0315 0.2923 0.3491 0.0442 255,662 5,612,501
0.0088 0.3663 0.3009 0.3416 0 255,335 5,629,184
20342 0.6027 0.45 0 0.0245 267.772 5,582,744
01121 0.0862 0 0.6251 0.1766 272,59 5622.211
0.0503 0 0.2343 0.4721 0.2433 260,397 5,532,541
0 0314 0.2917 0.3494 0.0448 255,636 5,610,627
203 0.5769 0.453 0 0 267,797 5,571,430
0.0911 0.2811 0 06277 0 275,391 5,694,736
0.0538 0 0.2178 0.7296 0 272,962 5,606,337
) 0.3617 0.2938 0.3444 0 255,876 5624716
0.207 0.5989 ) ) 0.194 332,792 5,542,598
007 ) 0.455 ) 0469 291,369 5,327,607
) 0.5612 04327 ) 0.0061 263,299 5,554,093
01212 ) ) 0.6469 0.2313 272,962 5,594,619
0 0.2281 0 0.6873 0.084 280422 5,755,042
0 0 0.2724 0483 0.2448 261879 5,558,024
0.1844 0.8156 0 0 0 335613 5,624,949
0.1431 0 0.8569 0 0 399,849 5181671
0 0.5673 0.4327 0 0 262,303 5,555,964
0.1196 0 0 0.8804 0 288,211 5,662,317
0 0.3168 0 0.6831 0 281113 5,780,936
0 0 0.2583 0.7417 0 280,534 5,633,932
0.3161 0 0 0 06838 351,855 5,290,495
0 0 0521 0 0.4789 294,425 5,359,321
0 0.9893 0 0 0.0107 356,225 5,796,267
0 0 0 0.7701 0.2299 283,487 5,708,055
) ) ) ) 1 425,458 5,492,846
0 0 0 1 0 292,382 5,772,301
0 0 1 0 0 407,853 5,236,608
0 1 0 0 0 356,234 5,799,543
1 0 0 0 0 625,854 4,852,698
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Updated Graphs

Many of the graphs inside of reserving have been updated to include the backwards recursive method.
This includes the perspective, seed ratio, and range and methods graphs.
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