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Disclaimer

The materials presented today are for informational purposes only, and
the views expressed in this presentation and discussions today are not,
necessarily, TransRe’s or PHLY’s. There is no guarantee of the
accuracy or completeness of their contents. The statements in this
presentation may provide current expectations of future events based
on certain assumptions. These statements involve known and
unknown risks, uncertainties and other factors which are not
exhaustive. The authors of this presentation undertake no obligations
to publicly revise or update any statements, where as a result of new
information, future events or otherwise; TransRe and PHLY do not
make any representation or warranty as to the accuracy or
completeness of any information that is being provided, including any
results obtained by application of any analysis and conclusions
provided herein; and in no event shall TransRe or PHLY or any of their
affiliates or employees be liable to you or your representatives for any
damage and financial loss arising in connection with the use of the
information relating to this presentation.

Agenda

» Introduction and Background
o What is Social Inflation?
o What Causes It?
» Trends
o Sexual Harassment and #MeToo
o Child Sexual Abuse
+ Changing Legal Environment
* Lessons Learned from Underwriting and Pricing

* What do Reinsurance Pricing Actuaries Need to Know?




What is Social Inflation?
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Archdiocese to pay victims
$25.7 million for sex abuse
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What Causes Social Inflation?

Social Inflation — Trends
Sexual Harassment & #MeToo

21st Century Fox reached a $90M settlement with
shareholders over losses related to two
harassment scandals

$215M class action settlement for victims of

sexual abuse from the University of Southern
California

$500M settlement for victims of sexual
assaults from Michigan State University
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Social Inflation — Trends
Child Sexual Abuse

Catholic Church of America has paid more than
$2.6B in child abuse claims

An Oregon court awarded $166M for abuse
inflicted by priests against more than 500
victims

Single plaintiff awarded $18.5M after being
abused by Boy Scout leader

Sexual Abuse Reviver Legislation
Introduced and Expected

Best Practices to Mitigate Risk
What Can We Do Better?

Underwriting Pricing Capacity
Management
Score abuse exposures and Address rate deficiencies as Mitigate claim severity
assess internal controls socialllegal climate shifts potential by limiting capacity

@ Cross-LOB exposure to ® Loss Development ® Primary carriers pull back,
abuse/harassment-driven ® Increased Limit Factors especially on hyper-abuse
claims exposures (Adoption / Foster

° . ® Frequency & Severity Care / Residential Youth
Risk management services ) Sevices / et0)
assistance in abuse training @ Claim reporting window in

states with R i i
® Evaluate effectiveness of ales win Reviver W Reinsurers pul back in both

insureds’ internal controls

Coverage/wording

Legislation

Treaty and Facultative markets




Inability to Keep Up

Inflation vs. Rate Change - GL

s Sacial
—ormal

——GL Rate Change

5/29/2019

Reinsurance Pricing

What do Actuaries Need to Know?

Unique

o Coverage
o Considerations

Identifying
Best-in-Class
Underwriting

Operations

Coverage trigger
Defense costs
Abuse sublimits

Claims staff dedicated to
abuse claims

Guidelines to evaluate and
score abuse exposure




