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Supplemental Declaration of Michael J. Miller 
 
 I, Michael J. Miller, hereby declare under penalty of perjury: 

1. I provide this Supplemental Declaration in response to Petitioner Liberty 

Mutual Insurance Co’s First Set of Objections to Patent Owner Progressive Casualty 

Insurance Co.’s Exhibits, dated May 8, 2013. 

2. From 1975 to 2010, I was a member of the American Academy of 

Actuaries (“the Academy”).  The Academy, through its associated Actuarial 

Standards Board, publishes professional standards of practice for actuaries in the 

United States. 

3. Progressive Exhibit 2012 is a true and accurate copy of a publication 

entitled “Risk Classification Statement of Principles,” published by the Academy in 

1980.  I am personally familiar with and have followed the Principles set forth in 

Exhibit 2012 during my work as an actuary.   

4. Exhibit 2012 has been widely accepted and followed by members of the 

actuarial profession since its publication.   

5. Exhibit 2012 is further authenticated by Actuarial Standard of Practice 

No. 12, “Concerning Risk Classification,” issued by the Actuarial Standards Board in 

October, 1989.   A true and accurate copy of that Standard of Practice No. 12 is 

attached to this Supplemental Declaration.  Section 3 of the Standard of Practice No. 
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12 states as follows with respect to the Statement of Principles identified as

Progressive Ex. 2012:

“Risk classification has been a fundamental part of actuarial practice since the

beginning of the profession. The need for more formal standards has increased as

risk classification has become more complex and more subject to public scrutiny. In

1980, the Committee on Risk Classification of the American Academy of Actuaries

(AAA) released the Risk Classification Statement afPrt'nct'pZes that explains the need

for the process and discusses considerations in the design of a risk classification

system. This standard of practice gives guidance to the actuary in the application of

those Principles.”

Further, at pages iii — iv of the attached Standard of Practice No. 12, the Actuarial

Standards Board states as follows:

“Relationship between the standard and the Risk CZassificatian Statement of

Prz'nct'pZes of the American Academy of Actuaries. One respondent inquired if the

standard supersedes the Prtneiptes. It does not. The standard is intended to give

guidance to the actuary in risk classification situations, in keeping with the tenets

expressed in the Statement ofPrfrzcip/es.”

As such, Exhibit 2012 remained in effect as oflanuary, 1996.

Date: 5 >141 Q0 .5 Signature: 
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Note: This version of ASOP No. 12 is no longer in effect.  
It was superseded in 2006 by ASOP No. 12, Doc. No. 101.

 

 
 

 
Actuarial Standard  

of Practice  
No. 12  

 
 
 

Concerning Risk Classification  
 
 
 
 
 
 
 
 

Developed by the 
Committee on Risk Classification for the 

Specialty Committee of the 
Actuarial Standards Board 

 
 

Adopted by the 
Actuarial Standards Board 

October 12, 1989 
 
 

(Doc. No. 014) 
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T A B L E   O F   C O N T E N T S 
 
Transmittal Memorandum                 iii 
 

PREAMBLE 
 

Section 1.  Purpose, Scope, and Effective Date 1 
1.1 Purpose and Scope 1 
1.2 Effective Date 1 

 
Section 2.  Definitions 1 

2.1 Antiselection or Adverse Selection 1 
2.2 Clear Actuarial Evidence 1 
2.3 Cost 1 
2.4 Equitable or Fair 1 
2.5 Experience 1 
2.6 Pricing 1 
2.7 Risk(s) 2 
2.8 Risk Classification 2 

 
Section 3.  Background and Historical Issues 2 
 
Section 4.  Current Practices and Alternatives 2 
 
Section 5.  Analysis of Issues and Recommended Practices 3 

5.1 Methods to Demonstrate Cost Differences 3 
5.2 Causality 4 
5.3 Objectivity 4 
5.4 Practicality and Cost Effectiveness 4 
5.5 Effect of Antiselection 4 
5.6 Statute/Regulation/Adjudication 5 
5.7 Industry Practices 5 
5.8 Right to Reclassify 5 
5.9 Operating Environment 5 
5.10 Data 5 
5.11 Applicability of Risk Classes 5 

 
Section 6.  Communications and Disclosures 5 

6.1 Existing Standards 5 
6.2 Deviation from Standard 6 
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