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Highlights

Swiss Re Institute estimates USD 83 billion global insured catastrophe losses in 2020,
the fifth-costliest on record. The insurance industry covered 45% of global economic
losses in 2020, above the ten-year-average of 37%.

U.S. Wildfires, Storms, Civil Disorders and ‘Social Inflation’ have created intense pressure
on insurers in North America, causing insured losses in the billions, and while COVID -
19 has of course added new types of losses to the mix, more so, it has created
additional uncertainty which is adding to an already difficult insurance marketplace.

Social inflation, years of high losses, aggressive litigation trends, and adverse results are
driving the higher prices and tighter capacity in the excess casualty insurance space.

Source: A.M. Best, ISO, Verisk, Property Casualty Insurers Association of America (PCl)
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Key Industry Metrics

* |Insurers’ combined ratio deteriorated to 100.2% for
2nd Qtr 2020 from 98.9% a year earlier.

 Policyholder surplus declined $22.1 billion in the first
half 2020 from an all time high of $847.8 billion at year
end 2019.

 Net income after taxes fell to $24.3 billion in first-half
2020 from $32.8 billion in first-half 2019.

 Signs point to a healthy, yet unsettled, insurance
market, due to the unknowns of COVID-19, weather
extremes, sea level rise, wildfires, catastrophic losses,
social inflation and investment earnings. All remain
areas of concern for insurers.

Source: A.M. Best, ISO, Verisk, Property Casualty Insurers Association of America (PCl) .
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Property/Casualty
Industry Performance




U.S. commercial insurance prices again
grew significantly in the third quarter of 2020

Prices for nearly all lines were consistent with the increases from the prior quarter survey.
Excess/umbrella liability and directors and officers liability reported the largest price
increases; commercial auto showed increases near or above double digits for the 12t

consecutive quarter.

The outlier continues to be workers compensation, which indicated modest price reductions,
though they have tempered for the last seven quarters. Price changes differed by account
sizes with small accounts more muted, mid-market accounts near double digits and large

accounts well into double digits.

Source: Willis Towers Watson Commercial Lines Insurance Pricing Survey -
sAlliant



P/C Indusiry Net Income After Taxes, 1991-2020E*
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Net Premium Growth (All P/C Lines):
Annual Change,1971—2020:H1 2020F: 3.8%"
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25% ~ Net Written Premiums Fell 2017: 4.6%
0.7% in 2007 (First Decline i
ﬂ Since 1943) by 2.0% in 2008, 2016: 2.7%
20% - and 4.2% in 2009, the First 3- )
Year Decline Since 1930-33. AU SRS
2014: 4.2
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*Pre-COVID-19 forecast from A.M. Best Review & Preview (Feb. 2020). NOTE: Shaded areas denote “hard market” periods 9 M”’ant

Sources: A.M. Best (1971-2013, 2020F), ISO (2014-19); Risk & Uncertainty
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The Economy Drives P/C Insurance Indusiry Premiumes:
2006:Q1-2020:Q2*

Grow’rh (AII P/C Lines) vs. Nominal GDP: Quarterly Y-o-Y Pct. Change
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CIAB: Average Commercial Rate Change,
All Lines, 2011:Q1-2020:Q2*
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Renewals turned
-11% A positive in late 2011 High CAT losses and poor underwriting results in recent
in the wake of years combined with COVID pressures, reduced capacity,
[ el lower interest rates and increased uncertainty are

-16% - losses and
Hurricane Sandy

exerting significant pressure on markets with overall
rates up by +9.3% as of Q1 2020
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Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially. ;A”jant
Source: Council of Insurance Agents & Brokers; Center for Risk and Uncertainty Management, Univ. of South Carolina. n



P/C Insurance Industry Combined Ratio, 2001-2020:H1*

Pre-COVID 2020
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expectations
for under the

combined

100 - - 98.4

ratio though
Q2 2020

90_ T T T T
01 02 03 04 05 06 O 08 09 10 11 12 13 14 15 16 17 18 19 20*

*Excludes Mortgage & Financial Guaranty insurers 2008--2014. q -
*First Half 2020. II’ant
Sources: A.M. Best, I1SO (2014-2019). 12



Viral Outbreaks Are Not An Insurable Risk

Pandemics are
frequent, severe,
and widespread
(7 pandemics
with multi-
billion$ economic
losses in just the
last 18 years)

For Reference

2005 Katrina
$58 Billion

2001 9/11
$48 Billion

(insured losses)
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Economic Losses from Pandemics

COVID-19 estimated cost =

37x the combined costs of
the other six pandemics
2002 SARS
$56 Billion
26 COUNTRIES 2005 H5N1
(BIRD FLU)
‘ $51 Billion
? @—| 50 COUNTRIES
2014 EBOLA
$59 Billion TG 20$1§“ﬂ!1(A
10 COUNTRIES $11 Billion 87 COUNTRIES
@ 27 COUNTRIES ‘
0 50 100 150

2020 COVID-19
$9,000 Billion

($9T)
210 COUNTRIES

IMF est. economic losses*

,

2009 H1N1
(SWINE FLU)
$60 Billion
214 COUNTRIES

200

NUMBER OF COUNTRIES

*Sources: APCIA using published reports, including IMF, World Bank, Learnbonds.com; APCIA adjustment to 2020 USD 13
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Take Aways

Policyholder surplus deteriorated, but remains strong. Q2
shows the financial rebound in the investment markets,
and does not reflect wildfire/hurricane season (Q3/Q4).

COVID-19 impacts are not fully developed, but clearly
adversely impact society, financial institutions and
insurance markets.

Due to market pressures and underwriting concerns,
pricing continues to increase in most areas.

California has unique challenges, underwriting scrutiny
due to continued loss development.

sAlliant







World Natural Catastrophes, 2020 1t Half

Losses from natural disasters Some 40% of the losses insured
in the first half of 2020

& e
US$68bn @ <> US$27bn

o, O
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Harvey, Irma,

U.S. Inflation-Adjusted Cat Losses —

$100
$90
$80
$70
$60
$50

$40

Billions, 2018 $

$30
$20
$10

S0

Sources: Property Claims Service, a Verisk Analytics business; Insurance Information Institute.
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2018 — Third worst year for U.S. Insured Catastrophe Losses.

Average Insured Loss per Year for 1980-2019 is $19.8 B.
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Hurricanes

Potential threats from hurricanes include powerful winds, heavy rainfall, storm surges, coastal
and inland flooding, rip currents, tornadoes, and landslides.

Hurricane Laura affecting Gulf Coast Hurricane Dorian affecting Bahamas & Eastern Seaboard
August 2020 September 2019

18 sAlliant



2020 Hurricane Season

Record-breaking Atlantic
hurricane season draws to
an end

The extremely active 2020
Atlantic hurricane season
closed with a record-
breaking 30 named
storms and 12 landfalling
storms in the continental
United States.

5 sAlliant




Hurricanes
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Top 20 Most COS“Y Disasters COVID-19 insured property

in U.S. Hisiory—Kairina Still Ranks #1 losses remain highly uncertain,
(Insured Losses, 2017 Dollars, $ Billions)* but could easily make the top
10

60 -
° 8 of the top 20 mostly costly $51.6
$50 - insured events in US history
$40 4 occurred during the 2010s
$30 - $25.3$26.0 $27.1

$21.9
$19.8
_ $18.0

$20 $11 7$14.2$14.2$15-9
$10 {359 g6.0 $7.1 $7.5 $7.9 $8.3 $9.3 $9.7 $10.0 I

11 W | ]

Jeanne Frances Rita  Torn./T- Torn./T- Hugo Ivan Charley Michael Wima Camp Fire ke Harvey Irma Sandy Maria Northridge 9/11 Andrew Katrina
(2004) (2004) (2005) Storms Storms (1989) (2004) (2004) (2018) (2005) (2018) (2008) (2017) (2017) (2012) (2017) (1994) (2001) (1992) (2005)
(2011) (2011)

17 of the 20 Most Expensive Insurance Events in US History Have

Occurred Since 2004

*Estimated. 5
Sources: PCS, RMS, Karen Clark & Co; USC Center for Risk and Uncertainty Management adjustments to 2017 &ollars using the CPI.
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Convective Storms

Commonly known as thunderstorms, intense
heating causes a parcel of moist air to rise
from the earth's surface into upper levels of
the atmosphere, causing weather hazards
such as lightning, heavy rain, hail, flash
flooding and tornadoes.

This past August, lightning strikes (12,000)
from storms like these sparked hundreds of
wildfires in California.

The same month a derecho hit lowa and
four other states, causing $7.5B+ in damage,
most costly thunderstorm in U.S. History.

. sAlliant



Wildfires

":-‘. L)
San .Frfir‘:lc'r';:m :
l

o

The 2020 season was a record-setting one for the state of California and the United States as a whole. NIFC
reported that as of Nov. 27 there were 52,113 wildfires that had burned 8,889,297 acres in 2020. This is
approximately 2.3 million more acres burned than the 10-year average and almost double the acreage burned in
the 2019 season.
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Wildfires

Cedar ("03) La Brea
('09)

McNally

v
Station ('09) (02)

‘ Zaca ('07)

San Francisco
30,000 acres Simi (103)
Basin
Complex
('08) Witch ('07)

Biggest wildfires, 2001-10

llion acres burned

Record-breaking wildfires are occurring more often. Eight of the 10 largest fires in

Five of these fires are
burning right now

North Complex ('20)

264,374 acres SCU Lightning Complex (' 20)
396,624 acres
Creek ('20)
212,744 acres Rim ('13)
August Complex ('20) Rush ("12)
788,880 acres E
Carr ('18)

LMU Lightning Complexy('20)

363.220 acres
Mendocino

Complex ('18) Thomas ('17)

Biggest wildfires, 2011_-20

on acres burn

California history have burned in the past decade. On Sept. 9, the massive August Complex

became the largest fire in the state's history.

Taken together, they dwarf the 10 biggest fires from the decade before.

Source: Los Angeles Times

24
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Worst air quality on record for US West Coast

Wildfires

Portland e

N
{
4

1

. & i A
Los Angeles

Google & ; e W 150 mi

Air Quality Index: levels of pollution including particulate matter
Moderate 51-100

[ Unhealthy for sensitive groups 101-150

I Unhealthy 151 - 200

I Very unhealthy 201-300

I Hazardous 300 -500

Source: AirNow B|B|C]
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Earthquakes

Not to be overlooked, Earthquakes are ' :’ T
inevitable and can happen at any time. LR .

Economic impacts of an earthquake can be
devastating on first party property, and
expected business revenues.

sAlliant
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How Parametric Products Benefit
Catastrophe-Driven Risk Transfer

PARAMETRIC INSURANCE

@ .. i s

Catastrophic 3rd party Paymentissued in
Event Occurs verifies intensity as little as 30 days

INDEMNITY-BASED INSURANCE

@ . QA . [

Catastrophic
Event Occurs assesses damage submits the claim reviews the claim

Courtesy of the Alternative Risk group at AmWINS.

27

Insured Insured Insured Adjuster assesses
& validates claim

&

Confirm proof of loss
within 1year

o

Claim is paid
based on completion
of assessment
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The New Normal




We are in unprecedented times.....

 We are in the midst of a pandemic that turned our lives upside down;
e Public trust has eroded;
e Community trust in Law Enforcement at historic lows;

e Social Injustice has caused much angst among citizens and brought about
protests pitting groups against each other;

» sAlliant



The New
Normal Risk
Matrix
featuring 9
ways
businesses
could
change as

a result of
COVID-19

1 SUPPLY CHAIN CHANGES « HIGH

Given 94% of Fortune 1000
companies have faced j =
coronavirus-related supply . |
chain disruptions, organizations |
should review their business
continuity plans, distribution

relationships, and contracts e minimize

disruptions and risk transfer exposure.

= COMPANY CULTURE =

With new

o

EVOLVING BUSINESS
OPERATIONS » As part of the
new normal, businesses may
change hours of operation,
use property and
wvehicles differently,
manage vacant
locations, and
more to remain
profitable. These shifts can
also introduce new risks.

LoOwW
FREQUENCY

9 THIRD-PARTY LIABILITY ISSUES »
Businesses may see pandemic-
related general liability claims

as customers return. While
theories of causation and
Juries” views on these types
of cases are unclear, social
inflation will likely still
impact settlements
and verdicts.

8 VIRTUAL BUSINESS MODELS » As companies
conduct mare business online,
they should revisit technology,
vendor contracts, employee
training, and other controls

to mitigate cyber and other
potential risks.

company culture that
reflects the changing
times and offers flexibility
for employees can also
help businesses maintain
safety and productivity.

4 WORKERS' COMP CONSIDERATIONS »
As companies ramp up operations,
they could see more injuries and
workers’ compensation claims
from new hires. reintroduced
employees with shifting roles, and &
employees who believe they have
5 ON-SITE SAFETY
INVESTMENTS =
Businesses are investing
in personal protective
equipment, sanitizing

been exposed to the virus at work.
stations. updated
workspace A?‘
layouts, and [ Vo
more, but these ) i

additional costs

should not limit

resources needed in other

areas essential to workplace
and operational safety.

nerms comes
the continuved
need to motivate
and engage
employees.
Shaping a

AININD3IYA
HIIH

CUSTOMER
| 0_8 . S  DELIVERIES -

As stores and restavrants
re-open, some customers may still rely on
delivery. Businesses should review fleet
safety program practices with drivers,
including those using personal vehicles to
mitigate the risk of accidents.

7 WORK-FROM-HOME CHALLENGES »
Many businesses are still allowing
employees to work from home.
Providing them with i
guidance on proper
ergonomics and cyber
security is important to
miltigate related exposures.

LOwW
IMPACT

Note: The Rigk Matrix is produced by the Risk and Insurance® editorial feam. Liborty Mutual Inswrance is the prosenting sponsor 300 hus no responsbility for the content



10 Ciritical
Risks
Shaping
The Liability
Landscape
Today

T  VIOLENT EVENTS »
Warkers in the public
sector face unigque risks. ‘:
According to the National Safety
Council, violence is the second
leading cause of death among government mrkers

demand ransom lo release encrypted systems.

Z COVID-19 RECOVERY =+ Public entities should

F?

federal levels.

Low
FREQUENCY

S,

10 HEALTH RISKS =

Particularly now,

as the ramifications

of COVID-19 are being
felt, public entities must

manage potential health risks to

their employees.

PRIVACY PROTECTION
LEGISLATION = Privacy
protection legislation, like
GODPR. may result in public
entities facing potential violations that
could reach into the millions of dollars.

2 CYBER ATTACKS = Ransomware attacks
against public systems are becoming
popular amongst hackers and can shutter
municipal courts and leave residents unable
to access public services. Additionally. many hackers

proactively plan for how to adapt to the new
3 “normal” so they can support their
communities and also comply with
guidelines or executive orders
sel at the local, state, and

of K-12 students will experience sexual
misconduct by a school employee by the
time they graduate from high school. To help
prevent these incidents. schools must comply
with Title IX, which outlines guidelines for

4 SEXUAL MISCONDUCT = An estimated 10%

prevention efforts and response.

5 INCREASED LITIGATION = An increase in lawsuits

‘\stemming from employment-related charges and

“reviver” statutes, which allow legal claims of
sexual abuse that formerly expired to proceed,

\ could put public entities at risk for more claims,

which may result in large verdicts
or settlements.

6 FLEET MANAGEMENT = I o-o:

Distracted driving,
impaired driving and a critical shortage of
driving labor are all factors that make fleet
risk management in the public sector critical.

7  BULLYING = According to a recent

report, during the 2016-17 school
year., 20 percent of students m
reported being bullied, with 15
percent of those students being m m
bullied via web/stext. Bullying ”
can lead to decreased academic 2

achievement as well as
depression, anxiety, and suicide.

8 TRAUMATIC BRAIN INJURIES »
An estimated 283,000 children

seek care in U.5. emergency
departments each year for a
sports- or recreation-related
traumatic brain injury. Activities

with the highest number of SRR-

TBI visits included: football, bicycling,

basketball, playground activities and soccer.

LOwW
IMPACT

AIN3ND3IYL
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Source: Markel Insurance

Hyper-Social Inflation

Texas - S80M — Trucking accident injuring one person.

Washington - $123M — Duck Boat accident killing and
injuring many.

Georgia - $280M — Trucking accident killing five people
Alabama - $152M — Auto accident injuring one person

California - $2B — Pesticide product allegedly harmed two
people

New York - $56M — Medical accident during surgery
injuring one person

Maryland - $230M — Medical accident during a delivery
injuring one person

Pennsylvania - $8M — Pharmaceutical product led to
unwanted side effects in many persons

Georgia - $125M LivinF conditions in an apartment
building complex resulted in one death

New York - $110M — Construction accident killing one
person.



Large Public Entity Verdicts/Settlements

Loss Year

2018
2017
2015
2015
2014
2011
2014
2016
2016
2015
2012
2017
2015
2011
2014
2015
2016

Description
Sexual Abuse (Class Action)
Sexual Abuse (Class Action)
Methane Gas Leak
Bus Shelter Collapse (Single Plaintiff)
Child Abuse/Foster Care
Police Shooting/Wrongful Death
Dangerous Condition/Landslide
Vehicle Accident/Fire Ambulance
Wrongful Death
Strip Search (Class Action)
Dangerous Condition/Bridge Fire
Vehicle Accident/Motorcycle vs Auto
Vehicle Accident/Sherriff Vehicle
Wrongful Conviction
Dangerous Condition/Vehicle Accident
Sexual Abuse
Dangerous Condition/Vehicle Accident

Total Paid
$500,000,000
$215,000,000
$120,000,000
$115,000,000
$113,400,000

$97,000,000
$71,500,000
$65,750,000
$60,000,000
$53,000,000
$50,000,000
$46,000,000
$42,000,000
$40,000,000
$32,500,000
$31,000,000
$30,000,000
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The Ransomware Epidemic

Ransomware surged in recent
years, and there is no
foreseeable slowdown. All
industry segments were
impacted. Manufacturing and
professional services were
particularly hard hit, followed
closely by healthcare,
education, and government
entities.

$20
Billion

$11.5
Billion

2019

*Estimated global damage from ransomware.

sAlliant
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Cyber Attacks on Municipalities

Target Area of Attacks
Other
5.7% -
L;w Enforcement
Libm
Citles and Townships

Counties
13.9%
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Evolving: e-Crime - Fraudulent Instruction

Crime coverage can be extended to cover Wire Transfer Fraud,
which is:

» A fraudulent transfer, not authorized by the entity

However, Fraudulent Instruction is different, it is:

* Your employee, in good faith, accidently authorized a
transfer as a result of fraudulent instruction

 This coverage carries a higher retention ($25k min) and
lower limit ($250,000 typically)

* There is a substantial additional premium to add this
coverage, with a supplemental application
Fraudulent Instruction, to the insurance industry, is an
“Internal Controls” issue, and applications will focus on safety
checks, confirmations, authority levels, etc.

» Cyber policies also cover Impersonation Fraud

. sAlliant



Evolving: Officer Involved Shootings 2020

Shootings per million people
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The Washington Post is tracking this national figure best, with 999 in 2019, and
976 in 2020.
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Social Unrest - Critical Focus on Law Enforcement




Aging Infrastructure

2 sAlliant



Homelessness
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Take Aways

Challenges and uncertainties resulting from the
ongoing COVID-19 pandemic response.

Is your entity prepared for further financial insecurity?

Cyber Security: “Not if, but When" your entity will suffer
a data breach. Are you prepared?

Are law enforcement tactics evolving to meet this
moment?




Toward the Future




Looking Ahead - The Market

Liability Market:
* Increasing reserves for Law Enforcement Liability claims.

*  SAM claims continue to come forward, high values and potential coverage issues (occurrences, date of
loss, coverage exclusions/caps) — insureds’ Policies and Procedures increasing focus of underwriting.

« Continued market hardening expected.
Workers Compensation Market:
« Treatment of COVID-19 claims could still impact market significantly.
* Unlike other core coverage lines, WC remains relatively stable.
Property Market:
* Increased scrutiny of client data (SOV, loss runs, COPE, etc.).
* Increased retentions and caps on certain types of exposure (wildfire/SRCC).
» Decreased limits provided by single carriers.

*  Premium increases expected.
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2020 is behind us... what's next?

' ke |
Parting Thoughts Pl

-

Expect upward pressure on Liability & Property rates. }

Public agencies with a history of or exposure to large verdicts
and liability settlements will continue to see increases and the
marketplace for coverage will continue to retract.

Dramatic price increases and reductions in coverage can be
expected for Sexual Abuse and Molestation.

ocial Unrest focused on Public Entity infrastructure
(City Hall, Police Station, etc.) could dramatically change market
if several large urban losses are recorded.
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Thank you!
January 2021
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