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US Property & Casualty Insurance
Combined Ratio (1990-2008)
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“We will always have...........

Investment income” Paris”
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Top 10 Insurance Business Drivers (2009)

Confluence of Economic Events
Financial Stability

Operational Efficiency
Regulatory Environment
Changing Demographics
Shortage of Qualified Workers
Market Expansion

Globalization

Industry Consolidation
Environmental Responsibility

© 2009 The Tower Group, Inc. 5



TowerGroup

Top 10 Insurance Strategic Responses
(2009)

Digital Commerce
Enterprise Risk Management
Evolution of Distribution

Expansion into New and Emerging
Markets

Improved Ease of Doing Business
Improved Time to Market

Industry Redistribution of Assets
Information Democratization

Infrastructure Improvement
Product and Pricing Optimization
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Top 10 Insurance Technology Initiatives
(2009)

Collaboration and Knowledge
Management Systems

Data Management

Enterprise Risk Governance
Mobile Application Development
Predictive Analytics and Modeling
Process Reengineering

Right Sourcing

Social Networking

Third Party Information Integration
Virtualization
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CLAIMS OPERATIONS
LANDSCAPE
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Claims Is a “People Business”!

One single point where the
carrier and the customer come
face-to-face

Claims operations has the
greatest opportunity to cement
a positive relationship between
customer and carrier

Challenge: getting the right
people engaged at the right
time and knowing when it’s all
about services.
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The Good News Is — Claims Admin
Systems

Organize and
standardize data

Dashboards to manage
processes and outcomes

Links to analytics

Facilitates access to
claims information from all
points of involvement
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Traditional Claims Objectives

~Timely payment of the right
amount

~Elimination of processing
deficiencies

»Handling claims with fairness
»Minimization of leakage
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Breaking With Tradition — Current
Imperatives

Claimant management

Vendor performance
management

Subrogation management
Litigation management
Reserves management
Catastrophe response
Claim assignment

Fraud identification and
reduction
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Regulation
and
Compliance

eorms
eTiIme Lines

Mandatory
Information




TowefGroup

How Do You Manage All These
Imperatives?

~Rules engines important
but have limitations — reflect
the past

~Predictive analytics and
models manage change

~Virtually, an unlimited
number of data points can
be analyzed and correlated
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A New Vision for Claims
Management
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Claims Imperative - Claimant Management

»Speed of response critical

~Analyze and correlate all the
iInvolved parties — number of
claimants, lawyers, service
providers

»Complex claims that have a long
tail need to be monitored for small
changes before they become big
problems
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Claims Imperative — Vendor Performance
Management

Complex networks of service
providers can not be managed
manually

ldentify variances to standards

ldentify when standards need to
be adjusted

ldentify top service providers
and those who do not perform as
well — direct business accordingly
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Claims Imperative — Subrogation
Management

Contract law and statutory rules
make manual processing difficult
and costly

Triage subrogation opportunities
from most value to least value —
resource management

Determine when and when not to
utilize outside resources for
settlement
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Claims Imperative - Litigation management

~Analyze detalls of loss for
potential for litigation

»Manage external legal
counsel charges

~Analyze judge and jury
behavior to determine: settle
Versus suit
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Claims Imperative — Reserves Management

Standardize reserves across the
organization while......

Adjust reserves due to geography
or fluctuating economic factors

Harvest knowledge of most
experienced adjusters and.......

Provide guidance to new or
Inexperienced adjustors
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Claims Imperative - Catastrophe response

Pre-planning for deployment
scenarios — analyze book of
business against various perils
and severities

Post event CAT-team
assignment

Straight-through processing for
Immediate answers is an
Imperative

Must be mobile
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Claims Imperative — Claim Assignment

Assign the right adjustor, with
the most applicable skills based
on claims details

Prioritize claims based on
FNOL

Remote and virtual workers
makes this a challenge

A picture iIs worth a thousand
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Claims Workflow — New Vision
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And The Best Thing Is..........

Predictive analytics and
modeling technology Is an
enterprise technology —
optimize IT spend
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And the best thing about that is........

Claims models can inform
underwriting models and
decisions about risk acceptance
and pricing become significantly
more sophisticated
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TOMORROW’S ADVANTAGE. TODAY.

Questions

Kpauli@towergroup.com

TowerGroup is a wholly owned subsidiary of MasterCard Worldwide and operates as a separate
business entity with complete editorial independence. MasterCard Worldwide is not responsible for
and does not necessarily endorse any opinions, statements, or other content presented by TowerGroup.
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