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About the Program Business Study

* TMPAA launched the study in 2011 to gain key insights into:
o The size and scale of the program business market

o Program Administrator (PA) sentiment and outlook toward
the market

o PA and Carrier alignment on key issues such as Recruitment,
Training, Compensation and Marketing, including Social
Media

o Create a base line for watching and analyzing trends in our
industry

The 2013 study has 181 Program Administrator’s and 45 carrier’s participate.




About the Program Business Study

* The study was administered by Advisen Ltd., a global provider of
information and analytical tools for risk managers and the commercial
insurance industry.

* The funding for the study was generously provided by our sponsors:
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Thank you to Advisen and our sponsors for supporting this study!
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Key Findings
We're HUGE!

* |n 2013 the Program

Business market was
S30.1 Billion in
premium.

* Approximately 10% of the overall commercial
insurance market

A, ADVISEN:

surance Intelligence



Key Findings

We're Growing!

“
* PB market grew almost 11% since 2011

* PB growth outpaced non-PB commercial lines
which increased by only 3.3% since 2011.

* # of Programs up 3.5% since 2011 with approx
2,140 programs and 1,000 Program
Administrators.




Key Findings: But growth is slowing

While we are growing, the rate of growth is slowing down.
(’ ™
Average Percentage Change in Premiums Administered
(2010 to 2013)
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M Average
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Key Findings: We’re getting Rate

82% of PA’s reported premium increases, up from 52% in 2010. With 17%
reporting increases of 25% or better

-
Percentage Change in Premiums Administered in 2013
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@ Down more than 25% # Down 10% to 25% i Down 1% to 10%
@ Unchanged HUp 1% to 10% M Up 10% to 25%

M Up more than 25%
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Key Findings: We’re holding onto renewals

75% of the PA’s report renewal retention between 80 — 100%, with the
average being 85%

~ 3
Approximate 2013 Renewal Rate

AADSEN
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Key Findings: About the Administrators
We’'re independent! - 79% are independent, 10% PE

e N
Type of Ownership

/A ADVISEN

# Independent ® Carrier M Broker M Private Equity #Don't know
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Key Findings: About the Administrators

We’re Diverse!
[

Region Where Agency is Domiciled
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#@New England ®Mid-Atlantic & South ®Midwest & Southwest West
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Key Findings: About the Administrators

We’re Old!, errr...Experienced!




Key Findings: About the Administrators

We’re Old!, errr... Experienced!
a

Age of Firm
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Key Findings: About the Administrators

We’'re Small! —ish.

( P ..
Distribution of Administrator Employee Counts

100 and

above
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Key Findings: About the Administrators

We’re Focused!

™\
( Number of Distinct Programs Administered
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Key Findings: About the Administrators
We’re FOR SALE!

* 14% of PA’s reported being sold in the
past three years, up from 7%.

* The # of PA’s looking to sell sometime
soon increased from 10% to 16%

* Interestingly — The # of PA’s looking to
acquire fell from 53% to 43%

* Not interestingly — The larger firms
exhibited a greater tendency to
acquire and the smaller, a great
propensity to sell.
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Key Findings: About the Carriers

* Nearly half of the '3 — R
e nsnreytl Number of Distinct Programs Insured

— 30 distinct
programs

* 36% insure up to
10 distinct
programs

e 14% insure more
than 50 distinct

A ADVISEN
programs
. #@Upto 10 #11to 30 31to 50 @ Qver 50
e 7% insure 31-50
distinct programs \ J
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Key Findings: About the Carriers

* 86% plan on growing in the program business space over the next three years
-

Program Strategy Over the Next Three Years
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Key Findings: About the Carriers

Lines of Business Which are Best Fits for Programs

s Ciability |

Package
Liability

Prop

Management Liability
Life & Health

Workers Compensation
Medical Malpractice
Marine & Aviation
Personal Lines

Financial & Political Risk

Fidelity, Surety & Cnme

@ Response Count
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Key Findings: About the Carriers

Lines of Business Which are Worst Fits for Programs

e ——————
e ———————————————
#

nsation
Life & Health

Personal Lines

Worke

Marine & Aviation

Fidelity, Surety & Cnme

Property

Management Liability
Liability
Medical Malpractice
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Package

M Response Count
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Key Findings: About the Carriers

Tendency to Take Programs Net or Use Reinsurance

60% are take a net position
on risk

A ADVISEN

HNet H Reinsurance 4 Don't Know

Structure of Reinsurance

Of those that buy reinsurance,
67% purchase program specific
cover
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& By the program @ Across all programs u Part of corporate program
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Introducing our Panel

Marc Willner Dan Moore
EVP, Ironshore Grace Meek VP, Chief Marketing
Programs SVP, Allied World Officer The

Jim Blinn Michael Sillat Redwoods Group
EVP, Advisen ‘ Pres.CEO WKFC

Chris Pesce —Supreme
Moderator
Pres. Maritime Program

#A, ADVISE Group

Insurance Intelligence




Introducing our Panel

Jim Blinn Mark Willner
Executive Vice President Executive Vice President
Advisen Ltd. Ironshore Programs




Introducing our Panel

Grace Meek Dan Moore Michael Sillat
Senior Vice President Vice President and President and CEO
Allied World Chief Marketing Officer WKFC Underwriting
The Redwoods Group Managers/Ryan Specialty
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Panel Discussion: Carrier Program Business Strategy

 #1Issue PA’s face is lack of carriers for a start-up program
* H#2is technology

Administrators' View: Issues and Challenges Faced by the Program Business

r|

i d |

Start Up/New Pragrams |

Technology Issues ke

Commitment by Carriers to Program Business d

*d

Recruiting Talented Staff
Soft Market/Low Rates | " —

Uninformed/Irresponsible Competition i—'—._—l
Carner Bureaucracy W

Human Resources d

Regulatory environment
Awareness/Marketing Challenges
Workers Compensation

Claims Handling & Losses =rl
Mergers |
Channel Conflicts E
Competition/Pricing =—l
Data Management |l

Lagging Economy Sl
Too Much Capacity el

0% 5% 10% 15% 20% 25% 30% 35%

M First ®@Second MThird A ADVISEN
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Panel Discussion: Carrier Program Business Strategy

* 45% of PA’s surveyed reported changing a carrier in the past three years

e M
Change of Program Carrier in the Past Three Years
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MYes ENo u Don't Know
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Panel Discussion: Carrier Program Business Strategy

* 27% changed a -
ca rriers due to Reason for Change in Program Carriers

differences in
philosophy with
respect to
guidelines and
pricing.

* 33% responded
“Other”,

A ADVISEN

company sold, ' .

E Company rating downgrade or demise
additional u Differences with underwriting guidelines and pricing

M Territorial expansion
Ca rriers Cha nge @ Company non renewed program

! . i Other

of leadership, \ y

capacity, etc.
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Panel Discussion: Carrier Program Business Strategy

~
( Opinion on Whether Program Administrators Apply More

Sophisticated (Effective) Techniques for Risk Selection, Pricing
and Data Collection Now Than Five Years Ago

A ADVISEN
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Panel Discussion: Social Media

Comparative Analysis of Social Media Channels Utilized

LinkedIn
Facebook =
Tuvitter T ——
Google Plus
None
YouTube
Don't Know
Instagram
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
| PA M Insurer o
~— _ _ _ AAovisev:
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Panel Discussion: Social Media

4 Measurement of Social Media Value

Traffic

Views

Visits

Number of followers

Number of comments

Quality of comments

Other

(0% 10% 20% 30% 40% 20% 60% ?D%l

HPA M Insurer
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Panel Discussion: Social Media

Comparative Analysis of Social Media Use

Market products or services

Obtain market intelligence

Obtain customer feedback

Recruit employees

Provide customer service

0% 20% 40% 60% 80% 1DD°;’:I

HPA M Insurer
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Panel Discussion: Employment/Recruiting/Compensation

“With retirements, the industry will need to fill 400,000 positions by 2020.

Despite this deficit, and the employment opportunities, among the future job pool—
high school students—over 40 percent say they are not interested in pursuing
insurance as a career” - Peter Miller, President and CEO of The Institutes

Do we have a reputational issue?
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Panel Discussion: Employment/Recruiting/Compensation

Mode of Recruitment for Starting Underwriters

| ' | | | | | |
College career fairs
Referrals
Head-hunter
College job posting

website
Career fairs
Print Advertisemenis
Veterans Organizations
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
| PA M [nsurer
. A ADVISEN
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Panel Discussion: Employment/Recruiting/Compensation

( Comparative Analysis of Compensation for Starting )
Underwriters
»>= $65,000 F‘

$55,000 - $64,999

$45.000 - $54,999 |

$35,000 - $44,999

$25.000 - $34,099

< $25,000 | I
0% 5% 1 DI% 15% 2 D O 25I O 30% 35% 40%
o PA d Insurer
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Panel Discussion: Employment/Recruiting/Compensation

( Comparative Analysis of Compensation for h

Experienced Underwriters

>= $85 000 ﬁ ‘ ‘
$75,000 - $84,999 = I

$55.000 - $64,999

$45.000 - $54,999
<$45 000

0% 2% 10% 15% 20% 25% 30% 35% 40% 45% 20%

HPA M Insurer
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