











The 2007 California wildfires: FireLine™ identifies affected properties

The number of structures lost to wildfires
has been steadily growing in the last
decade (see table below). ISO has ana-
lyzed the series of catastrophic fires that
spread throughout Southern California
last fall. As the 2008 wildfire season
approaches, we’d like to share what
we’ve learned about insured losses.
ISO’s FireLine™ uses recognized risk
factors (fuel, slope, and access) derived
from satellite imagery and digital maps

Structures lost to wildland fire since 2000

Year Structures Year Structures
2000 861 2004 2,400
2001 731 2005 2,200
2002 2,381 2006 2,251
2003 5,781 2007 5,203

Source: The Blue Ribbon Panel on Wildland/Urban
Interface Fire published by the International Code Council:
http://www.iccsafe.org/government/blueribbon/

to assess wildfire hazards in nine west-
ern states. Our FireLine team collected
information from multiple sources on
more than 1,900 unique California loca-
tions — homes and primary residences
(excluding outbuildings, garages, cars,
and the like) — destroyed or damaged
in the Southern California wildfires in
October and November 2007. At the
peak of the fire event, ISO’s Property
Claim Services® (PCS®) unit reported
23 separate fires.

ISO used FireLine to assess the
seven fires that generated the majority
of the losses. Here are some of our key
findings:

FireLine identified 95 percent of the

burned properties as exposed to the

wildfire hazard.

= Eighty-four percent of the burned prop-
erties had slope problems — although

ISO estimates that less than 24 percent
of all policyholders in California live on
sloped terrain.

More than 18 percent of the affected
homes had road access difficulty —
although ISO estimates that only 2.1 per-
cent of policyholders in California live
in areas with road access problems.
Thirty-five percent of the properties
that burned in 2007 — located inside

or within a quarter mile of a known his-
torical fire perimeter — experienced a
wildfire in the last 25 years. Ten percent
of the properties experienced two or
more wildfires in the last 25 years.
Those findings confirm that the history
of wildland fire in the vicinity of a
property is a very important component
of a wildfire hazard assessment. ISO’s
FireLine Report now provides historical
wildfire activity at the risk location. 12

FireLine accurately assessed wildfire hazard for the 2007 San Diego County Fires

The map depicts FireLine wildfire hazard assessment for the 2007 Witch Fire. Note the con-
centration of burned and damaged homes in areas of high and extreme hazard. The areas of

moderate hazard in the northern and southeastern portions of the Witch Fire reflect lower

fuel levels due to fires that burned there in 2003. More than one-third of the area consumed

by the Witch Fire also burned four years earlier (Cedar and Paradise Fires of 2003).

Wildfire Hazard Assessment

I Negligible  ® Destroyed or damaged home
Low I:l Witch Fire perimeter
Moderate
High
Extreme
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ISO’s Public Protection Classification (PPC") program:

There’s no comparison

An interview with Howard Waldrop, ISO’s Director of Risk Decision Information

ISO conducts detailed on-site assessments of municipal fire-protection
capabilities and collects information for more than 46,000 fire protec-
tion areas across the United States. We analyze the relevant data and
assign a Public Protection Classification (PPC™) from 1 to 10. Class 1
represents exemplary public protection, and Class 10 indicates that the

area’s fire-suppression program doesn’t meet minimum criteria.

We sat down with Howard to discuss some key areas of PPC and the

underlying data that goes into the LOCATION® PPC Service.

Why is identifying the “nearest fire
station” insufficient to meet the needs

of property insurers?

First, let’s note that proximity to a water
source is more predictive of loss, but we
can talk about that later.

While it may be comforting to know
that there’s a fire station close to the
insured property, the critical question for
property insurers is really whether that
station is the responding one on a first
alarm. If the insured property is not
within the response area of a responding
fire station, that “nearest” station will not
respond in an emergency situation or its
response will be delayed. ISO studies
show that for almost 20 percent of the
properties nationwide the nearest fire
station is not the responding fire station.

What is unique about ISO’s hydrant
and water-source database?

Without water, firefighters may just as
well bring a long stick and marshmal-
lows to the fire!

ISO is the only organization that con-
ducts surveys, performs hydrant flow
tests, and maps water-supply sources
nationwide. ISO now has more than
24,000 water-supply sources digitized
in our databases. The sources range
from individual suction points to entire
municipal water systems. We’ve col-
lected data on water from hydrants and
other workable water sources for about
90 percent of the buildings in the coun-
try. ISO validates each water-supply
source to see if it qualifies for PPC
credit. We also classify water-supply
data by type, such as hydrant, dry

hydrant, or suction point. And we
recognize and give credit for alternative
water sources, such as hauled water
using tanker shuttles. Water information
is a critical component in assigning PPC
for individual properties, and our cus-
tomers use the LOCATION PPC database
to determine if a property has access to
the necessary water.

What's the real value in ISO PPC gradings?
The real value lies in the relationship
between effective public fire suppres-

sion and lower insured property loss.
Industrywide statistical data shows that
communities with the worst PPC ratings
have fire losses two or more times as
high as communities with the best PPC
ratings. That’s strong evidence that bet-
ter fire protection results in lower fire

losses. The general rule of thumb is that
the price of insurance in a community
with a good PPC is lower than in a com-
munity with a worse PPC.

If communities strive to improve their
PPC, everyone benefits. The community
benefits by investing in loss-mitigation
initiatives and making the neighborhood
a safer place to live. The insurer benefits
from reduced losses. And individuals
benefit because, simply put, better fire
protection saves lives.

How does ISO keep PPC information

up to date?

We’re utterly obsessive about mainte-
nance. We’ve built more than 50,000 geo-
graphic updates into LOCATION in the
past 12 months alone — changes to fire
district boundaries, fire station locations
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ISO’s Fire Suppression Rating Schedule is a national standard used for grading fire protection areas in
all 50 states. Here's an actual map that an ISO field rep has annotated with fire protection area updates.

and response areas, fire hydrant locations,
and other key geographic information.

With PPC maintenance, we’re in per-
petual motion. ISO maintains LOCATION
PPC through our 3,000-plus on-site com-
munity PPC gradings each year and with
our Community Outreach Program —
where community officials notify us of
changes that may affect the PPC codes of
properties in their jurisdictions. Every
month, ISO contacts about 1,300 com-
munities by phone and mail.

Because we go to the source — local
fire authorities, city managers, and other
community officials — our customers
are getting the highest-quality public
protection information available.

We collaborate with almost every state
fire-service agency and with government
agencies, such as FEMA, the U.S. Fire
Administration, and the Bureau of Land
Management, to get the data we need.

We also get detailed leads on com-
munity changes from local insurers and
agents, and we access more than 500
public-record sources nationwide every
month to generate even more.

Why does ISO place such emphasis

on its data?

Without good underlying data, a GIS
application is useless — garbage in,
garbage out. ISO’s proprietary data sets
us apart. Not only have we built our PPC
database from the ground up, but we
also use two roadbases — Tele Atlas and
NAVTEQ — to develop and maintain
our data. Using two roadbases adds more
streets to ensure the most complete
address coverage out there.

ISO’s Fire Suppression Rating
Schedule (FSRS), used to measure the
firefighting capabilities of communities,
is recognized as the standard for evaluat-
ing a community’s fire-suppression
capabilities. ISO derives PPC gradings
from the FSRS. The FSRS measures fire
alarms, the fire department, and water
supply. Criteria include receiving and
dispatching alarms, fire company per-
sonnel training, maintenance and testing
of equipment, condition of hydrants,
and adequacy of water supply.

How can customers access

PPC information?

We give our customers a lot of flexibility
with delivery options. We like to think
we have something for everyone. We
have our popular database delivery,
which insurers can install at their site
and perform unlimited lookups. In fact,
eight of the top ten insurers use that
version. We also offer real-time or trans-
actional deliveries, such as batch, online
through your web browser, web-service
API access to the data on our servers,
and many other access points. ISO also
offers customization to a customer’s
specific underwriting rules.

What level of customer service does ISO
provide for its LOCATION PPC users?
ISO assigns each LOCATION customer
a project manager, who guides them
through initial training and product
implementation and remains the pri-
mary contact for all general questions
during the contract term. ISO’s three
Regional Processing Centers validate

GeoTRIVIA

As a LOCATION® user, you deal with
geographic data every day. Test your know!-
edge with our Geolrivia quiz. You'll find

the answers at www.iso.com/geotrivia.
Good luck!

1.In which state is a specific wildfire
event considered the costliest catas-
trophe in that state’s history?

2. What percentage of land slated for
rural residential development in the
Sierra Nevada has very high or
extreme fire hazard?

3. For what percentage of buildings in
the United States can LOCATION PPC™
Service determine the availability of a
hydrant or other water source?

4. Only four Community Rating System
(CRS) communities in the United States
have earned a Class 4 or better. Can
you name them and the premium dis-
counts policyholders receive on flood
insurance?

5. Only three communities in the United
States currently maintain a Class 1
BCEGS™ designation for residential
and commercial construction. Can you
name them?

6. Beyond the fact that materials and
labor costs vary among markets, why
does the same structure in Minnesota
(a very cold climate) cost more to build
than in Georgia (a temperate climate)?

and resolve customer inquiries through
our Protection Connection program. We
investigate all qualified inquiries and
validate information with the appro-
priate fire officials, usually fire chiefs.
Once ISO validates the information,

we provide a resolution to the inquiry,
stating whether the LOCATION PPC
database needs updating.

ISO also conducts general training
sessions for our customers on PPC and
the underlying data that goes into the
final grade. We’re a big proponent of
education, and our motto is “Knowledge
is power!”

There is no comparison to our PPC
information. u
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360Value™: A single interface for vital
underwriting information from LOCATION®

As insurers incorporate more third-party
data into their underwriting decision
process, managing that data becomes
increasingly difficult. 360Value™
reduces the complexity by bringing the
most common risk-specific underwriting
information into a single user interface.

360Value is a property valuation system
developed by ISO subsidiaries Xactware
and AIR Worldwide. Insurers use the
underlying technology in 360Value to
conduct about one-third of all property
replacement-cost estimates in the
United States.

Component-based methodology
360Value uses a component-based
methodology that incorporates building-
cost data from Xactware and sophisticated
modeling formulas from AIR. Starting
with data entered by the user or from pub-
lic records, 360Value creates a virtual
model of the structure using AIR’s mod-
eling formulas to account for unknown
property information. The system then
applies Xactware’s building-cost data to
develop a brick-by-brick estimate to
rebuild the property.

Service
= Crime Service
= Wind Services
= California Brush Fire Service
= FireLine™

= Premium Tax Service

Since construction quality and rebuilding = Building Code Effectiveness Grading

Schedule (BCEGS™) classifications
= California Department of Insurance
Earthquake Zone
= Flood Assist®
The underwriting information

costs can vary widely across neighbor-
hoods, 360Value residential replacement-
cost estimates provide cost localization
down to the five-digit ZIP code.

“In addition to providing reliable
replacement-cost estimates, 360Value
was developed to easily and effectively
complement an insurers’ underwriting
workflow,” says Edmund Webecke,

360Value product manager. “One way from LOCATION with 360Value

= Public Protection Classification (PPC™)

= Natural Catastrophe Service (hurricane,
earthquake, and severe thunderstorm)

available in 360Value provides reliable
property and hazard information for
individual properties. By combining
risk-specific underwriting information

Insurers’ catastrophe
losses swell to $3.35 billion
LOCATION® Natural
Catastrophe Service can help

Catastrophe losses for insurers more
than doubled to $3.35 billion in the
three months ended March 31, as
storms pushed first-quarter claims

to their highest levels in 14 years.
Tornadoes and related severe weather
cost insurers more than $1 billion in
February, and a winter storm originat-
ing on the West Coast caused $745
million in insured property losses.

“Early indicators in 2008, along with seasonal
hurricane forecast increases, suggest that
the remainder of 2008 could become very
costly. Those factors highlight the need for
insurers and their policyholders to prepare.”

Gary Kerney, AIC, RPA
Assistant Vice President
ISO Property Claim Services®

Calculating your company’s exposure
to natural catastrophes is a challenge.
LOCATION® Natural Catastrophe
Service uses historical information,
complex simulation models, and statis-
tical and geographic data to measure a
property’s risk for a natural catastrophe.

The service gives you data on the
hazards of hurricanes, earthquakes,
and severe thunderstorms for every
address in the United States. Data
includes risk scores, average annual
loss figures, and physical characteris-
tics of the risk location — information
to help you make profitable under-
writing decisions and manage your

we’ve done that is to offer clients the
ability to access a wealth of property-
specific underwriting information in the
360Value user interface or through web
services. We make it easy for insurers to
get access to the data they need to make
better underwriting decisions.”

Risk-specific underwriting data

in one place

When you use 360Value for your
replacement-cost estimates, you can input
the address once and get information
from a variety of LOCATION?® services.

replacement-cost estimates, you get a
much richer picture on which to base
your underwriting decisions.

For more information about 360Value,

exposure to loss. 1

visit www.360-value.com. 1=

For more information on LOCATION or to add others in your company to the
OnLocation mailing list, contact ISO Customer Service at 1-800-888-4476.
Or send e-mail to location@iso.com. Visit onlocation.iso.com to learn more.
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