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Agenda

= Financial Review and Year-to-Date Comparisons
= People Trends

= Expense Trends

= Digital and Operational Trends

=  Summary and Q&A
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Financial Review and Year-to-Date Comparisons
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Key Challenges and Concerns

Key issues identified by insurance executives are summarized in the following major themes:

« Keeping up with and managing technology and innovation

« Attracting/retaining top talent, succession planning and talent management across the organization
« Maintaining profitable growth

« Remaining competitive, especially with new disrupters in the industry

* Expense management

« Adapting to changing customer expectations and enhancing the customer experience
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Market Observations

2018 was impacted favorably by lower catastrophe losses ($43.3B vs. $49.5B),
strong premium growth, and favorable reserve development ($13B).

992 08 point (11%) $6OB

Decrease in Surplus

Expenses Decrease*

2017 =103.4 2017 = 0.6 pt
decrease 2017 =7.3% 2017 = $36B

Combined Ratio Net Income

34 point 108% 34%

Decrease in Net Premium
Losses Growth**

Investment Yield

2017 = 3.5 pt 2017 = 4.6%

; 2017 =3.1%
Increase

* September 30, 2018 surplus increased 4.1% from yearend 2017

AON
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Key Performance Measures - US

W?{se Combined Ratio e e eNet Premium Written to Surplus Total Expenses
160% -
140% - ®e,
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([ J .. [ JPY
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60% -
40% - 38.0%
v 20% T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
Better 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

« Combined ratio is prior to effect of policyholder dividends
* Expenses include Underwriting, Loss Adjusting and Investment
Source: Ward's Results e Projections are based upon first 3 quarters trends and Q4 projections an

d
do not try to anticipate reserve changes by companies A
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Direct Premium Growth Trends

m 2017-2018 Growth m 2014-2018 Growth
Medical Professional Liab 3.0% -- 1.8%
Fire and Allied Lines 10% ._ 3.1%
Workers' Compensation -0.2% |_ 4%

. . . 3.1%
Commercial Multi-Peril h 7.8%
4.8%
Home & Farm B — 15 0%

Fidelity and Surety Sl 16.3%

Total e — 10,0
Products/Other Liability L
Inland Marine S 237
Personal Auto =
Commercial Auto 35,50

-10% -5% 0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
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Combined Ratio by Product Benchmark — All Major Lines*

Combined Ratio
emwTotal Ind e=s\ed Prof Liab esss\\/ork Comp

a=wPers Auto e HOMmMeowners Comm Lines
125% -

120% A
115% A
110% A
105% -

100% - N

95% A

90% -
85% -
80% A

75% T T T T T T T T T 1
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

* Data reflects results of companies with at least 50% of premium generated by primary line of business Am
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Loss Ratio Improvement Across Most Major Lines

Fidelity & Surety - oo 2017

=YTD 2018*

49.4%
52.7%

Med Prof Liab

49.9%

Workers' Comp 47.3%

. i 67.1%
e

68.7%
63.4%

Private Auto (Est.)

71.2%
70.4%

Comm'l Auto Liab

Home / Farm

107.4%

Fire & Allied

* Measures direct losses as % of direct premiums earned through Q3 2018 relative to Q3 2017. Am

Source: SNL Financial
Ward
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People Trends
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Employee Costs Lowered in 2018

Salaries & Benefits as % of Net Premiums Written

e e e \Ward's 50 e Total Industry

14%
13%
12%
11.6%
11%
10%
9.7%
9%
8%

7%

91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18
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An Aging Workforce

>70 Years <21 Years Percent of Employees By Age Over

61-70 Years (.79 0.3%  21-30 Years Time
108% 13.1% Overall Benchmark

m Over 60 mOver 50 42.7%

39.9%
38.4%
0,
32.6% 34.3% 36.2%
31-40 Years
T 22.0%
28.4%
10.9 11.4 115
2008 2010 2012 2014 2016 2018
41-50 Years
24.8%
Key Points

« Employees continue to work longer than historical retirement age.
* 65% of employees are over 40.
« 51-60 years declined 9% from 2016 to 2018,

Source: Ward HR and Employee Benefits Practices Study, 2018

AON
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Company View on Succession Planning

“‘My company has effectively managed and executed succession planning”

= Strongly Agree m Agree = Neutral m Disagree

Overall

Small Company

Medium Company

Large Company 31%
= Succession Planning was the second most popular answer when asking carriers about their top 3 concerns their

HR organization is facing

Source: Ward HR and Employee Benefits Practices Study, 2018

AON
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HR Led Training and Development

Expense per Employee

H Internal ®m External

$1,365

$1,400 -
$1,200
$1,000
$800
$600
$400

$200

$0
Overall Best Place to Small Mid-Size Large
Work

= HR led training and development costs have increased 83% from $606 in 2015.

Source: Ward HR and Employee Benefits Practices Study, 2018

AON
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But the Workforce of the Future is Evolving

= Company needs are evolving, requiring proficiency in new areas like cognitive flexibility,
critical thinking, and complex problem solving coupled with strong technical knowledge

» This is driving strong demand and premium pay for talent in the following roles:

X Business Planning and Intelligence
X —> — Strategic Planning
O_ X — Business Intelligence

— Product Portfolio and Management
Data and Analysis
Ay — Machine Learning/Al
CDQ — Data Science and Modeling
- — Data Management
Engineering — Privacy and Governance

— Cybersecurity

— Software Engineering and Development
— Network and Cloud

— E-Commerce and Web Portal

Source: Radford US Compensation Totals, 2012 to 2017, PEW Research Center, WEF

Radford and McLagan
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Rewards are just one piece of the Employment Value Proposition

O

Disruptive technology Fast time-to-market

©

==
Generous lifestyle
benefits
Being close to products
and the customer

ﬁ EVP driven by: Q

Instant recognition
Agile working environments

S

o
@L. A training and Flat and collaborative
development culture structure
which promotes career %

progression ;J? Aw
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Expense Trends

AON
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Expenses Continue to Improve

Total Expenses as % of Net Premiums Written

ee e Ward's 50 e Total Industry

44%

42%

40%

38%

36%

34%

32%

91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

* Expenses include Underwriting, Loss Adjusting and Investment Expenses

AON
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Are Insurance Companies More Productive Now?

eswPremium per FTE (In 000s) e e ePolicy per FTE e===Cost per Policy
1,000 -
11.8%

900 - /
800 -

700 -

/ 10.0%

®00000csccc00000cscsssccccccccscsccccce -0.4%

600 -

500 -

400

2013 2014 2015 2016 2017

Source: Ward CEO Benchmarking Am
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Operational Trends

AON
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Commercial Lines — Key Considerations

L4

A ul® [\

WC premium soft line, Proces_smg ld Compressing quote to
automation: small

frequency still trending commercial fast follower iIssue duration, days to

downward ) minutes on small CL
to personal lines

Product and state
expansion: cyber, E&O,
assisted living, etc.

Automating certificate
requests

AON
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Risk Management / Loss Control

Operational Loss Control Philosophy Loss Control Visits Conducted by
External Resources as a % of Total Visits

25%

17% 19%
® Rely Primarily on In- 0

46% House Resources

0,
m Use a Combination of 7%
In-House Resources . 0%
and Outside Fee- 0
Based Firms

Overall Small Large Mono-Line  Multi- Line
Account Account  Work Comp

Analysis and Commentary

. No carriers completely outsourced their loss control work, but a larger number of carriers used a
mix of in-house and outside resources. 46% of respondents used a mixed approach, which was a
sizeable increase from 29% in 2011.

. Large account carriers were more likely to rely primarily on in-house resources at 69%, compared
to small account carriers at 38%.

. Mono-line workers compensation carriers relied exclusively on internal resources for the handling of
their loss control visits. This can be explained due to a lower geographic footprint. (Mono-line work
comp carriers operated in 14 states on average compared to the multi-line carriers that operate in

24 states).
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Risk Management / Loss Control

Loss Control Technology

4%

8%

88%

m Stand-Alone System
m Policy Administration

System Module
No System

New Technology Investment

Drones NN /0
Other NG /2%
Wearables I 279

Virtualization
dovices N 15%

Proprietary & Confidential

Analysis and Commentary

Only 4% of carriers indicated that they did not
have a loss control system. 88% of carriers have a
stand-alone loss control system, which was a
significant increase from 67% in 2011.

73% of carriers' loss control systems did not
automatically identify accounts requiring loss
control visits.

Of the carriers that have automated assignments,
56% of total assignments were automated.

There are several new technologies carriers are
investing in. Drones are the most prominent new
technology with 46% of carriers making
investments.

Out of the carriers responding with "Other"”, the
most common answers for new technologies were
telematics and sensors.

AON
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Billing Becoming More Automated

Personal Lines Payment Form Commercial Lines Payment Form
Distribution — Transaction Count Distribution — Transaction Count
Overall Benchmark Overall Benchmark
o 0% 1% o, 3%
7% 1%4/0
m Paper Check m Paper Check
u ACH/EFT u ACH/EFT
m Credit Card = Credit Card 40%
m Debit Card m Debit Card
= Agency Bill m Agency Bill
Other Other

51%

= Credit/Debit card usage represented 21% of personal lines transactions in 2016 and 13% of
commercial lines transactions in 2016.

= 95% of carriers had an increase in credit card usage for commercial lines, with credit card payments
increasing 75% from 2014 to 2016, on average.

= 91% of carriers had an increased in credit card usage for personal lines, with credit card payments
increasing 26% from 2014 to 2016, on average.

AON
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Credit Card Practices

Credit Card Expense as a % of Total Credit Card Expense per Credit Card
DPW Transaction

0.33% $22.0

0.23%

$7.6

. -

Personal Lines Commercial Lines Personal Lines Commercial Lines

= 100% of carriers accept credit cards for personal lines payments, while 83% accept it for
commercial lines payments.

= Credit/Debit card usage increased from 14% of personal lines transactions in 2013 to 21% in 2016,
while commercial lines usage increased from 8% to 13%.

» The average merchant fee was 1.66% for personal lines and 1.54% for commercial lines.

= 95% of carriers have seen credit card usage increase for commercial lines, at a rate of 75% from
2014 to 2016.

= 91% of carriers have seen credit card usage increase for personal lines, at a rate of 26% from 2014
to 2016.

» Debit card transactions are less expensive than credit card transactions, with an average merchant
fee of 1.08% for personal lines and 1.09% for commercial lines.

Proprietary & Confidential 29 Empower Results®



Claims — Key Trends

Frequency

Increasing

X2

Frequency
climbing over
past 5 years,
seeing it trend
back to 2012

levels

Ward
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Severity

Increasing

>

Severity
continues to
trend upward

Severity

models

Severity models
are more
prevalent and
evolving

No touch
claims

No touch Number of
claims — Appraisers
claimant more declining, being
involved in replaced with

claim (photo of analytics, and
damage thru heavier reliance
app and send on DRPs (with
to company) more robust QA
process).

AON
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IT Challenges (or Opportunities) in Building for the Future

Insurance traditionally

slower to change

Agility will be crucial

Cyber Risk: Operational Integrating digital
managing security Process and operating model
and data privacy Capabilities with existing
physical networks

Simplify

Not just an IT is
Vulnerabilities o

Mastering big data

Keeping pace with new
technology and trends

AON
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Crucial insights and knowledge to move business strategy forward
32
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Understand what it means to Go Digital for your organization

As-Is State

A Legacy
A0, Waterfall

A Projects

A Analogue
A Operations

Proprietary & Confidential

Desired State

_‘Q"_
[
i

Cloud-based,
APIs

Agile
Platforms

Paperless

Design-for-no-
ops
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Digital and Innovation

Location of RPA and Al Support Responsibility

47%

Central IT Department

Undeclared 24%

18%

Central Innovation department

Individual Departments 12%

|

Companies seem to favor placing responsibility for Al and RPA maintenance and support within the IT
function, rather than in a cross-functional or individual department. However, companies need to pick
a strategy and settle on it, as those companies undeclared risk siloing data and delaying projects if
they fail to take an integrative approach.

AON

Ward
34 Empower Results®

Proprietary & Confidential



Digital and Innovation

Prioritization of Capability

Advanced Analytics 4.00

Digital Operations and Self-Service 4.00
Digital Marketing and Distribution
Artificial Intelligence

Robotic Process Automation

Natural Language Processing

Blockchain

Top priorities fall into two categories: customer-facing initiatives that improve awareness and
accessibility for both existing policyholders and digital prospects and decision-oriented
initiatives that offer faster, more effective pricing and operational efficiencies for claims
actions and policyholder services.

AON
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Digital and Innovation

Capability Development Intentions

B Embedded  mIntended (Within next 2-3 years)  ® Undeclared

Digital Ops and Self-Service 53% 41%
Digital Mkting & Distribution 41% 53%
Advanced Analytics 35% 47% 18%
Robotic Process Automation 24% 41% 35%
Natural Language Processing WA 47% 41%
Artificial Intelligence [$4 71% 24%
Blockchain 29% 71%

Customer interactivity and data-mining appear to be the most obvious sources of
implementation to this point, but advanced analytics is leading to not only differentiated offers
and pricing but better understanding of customer segments and opportunities. Companies
are gradually becoming more proactive in these customer-centric fields but need to continue

development to reach true digital maturity.
AON
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Cost saving and innovation are driving technology for all employers

Technology Impact
o= Cloud

Cost Savings x Computing
and Efficiency

Advantages

= Scalability and agility

= Ease of updating

» Reduced capital costs

Software-  Risk

Robotics as-a-Service * Data security and privacy
(Saas) = Process incompatibility

= Need for upskilling talent

Advantages
= Accelerated Innovation

= Collective info/ analytics

Artificial Intelligence/ = Security
: Machine Learning = Error free detection
Innovation and Crf\?) Risk
Transformation QQQQ .jii':.:.. = Unintended bias
e Internet of ™ Need for skills and talent
Blockchain Things (loT) " Data vulnerability

= Need for regulations

r an \Y ) |
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These forces are causing a shift in company priorities

Transform workforce

_|_

090

The convergence of
traditional industries
with the tech sector has
caused firms to put the
transformation of their
workforce at the

center of their
strategy

Proprietary & Confidential

Revisit Investments

Understanding New

ways of working in
the digital age and which
investments to make in
people, jobs, and
rewards to successfully
evolve

Digital readiness

To survive in the digital
future, companies need
a fluid structure, an
agile culture and
employees who are
‘digitally-ready’ to cope
with rapidly changing
circumstances

AON
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Innovation requires different skills and behaviors

Entrepreneurial Mindset

o\l ==

“Being an entrepreneur isn’t really about starting
a business, it’s a way of looking at the world.”
Seeing opportunity where others see obstacles,
taking risks when others take refuge.

Michael Bloomberg, Founder, Bloomberg, L.P.

“Welcome to Permanent Beta”

We are all works in progress. Great people, like
great companies, are always evolving. Permanent
beta is a lifelong commitment to continuous growth.

Reid Hoffman, co-founder, LinkedIn

Source: 2018 Radford Talent Pulse Survey, Technology Companies

Proprietary & Confidential

Behavioral Skills

Top Behavioral Skills Required

Strategic Thinking 35%

Leading Teams 34%
Innovation 31%
Driving Change 31%
Cross-Functional.. 31%

Engaging/..

Communication..

Emotional..

Analytical Thinking

Cultural Agility/..

m % of Companies

AON
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Summary and Q&A

« 2018 will be a stronger year for most, but many companies still exposed to CAT losses
- Revenue growth was positive and balance sheets remain strong

- Expect continued tight expense control with selective investments to fund growth and
customer experience; some companies have initiated high profile cost reduction

« Technology investments growing at a greater pace

- Replacement of legacy systems have laid the foundation for tomorrow’s growth with
initially modest efficiency gains

- Projects will continue in digital innovation supported by analytics and greater customer
segmentation

« The customer is central to more of the strategy
- Companies have built formal processes to measure and improve customer experience

- Further sophistication in segmentation for pricing and digital capabilities will reshape
distribution, claims and policy servicing

« Companies need further investment in human capital and improving skills of staff
- Hot skilled positions remain difficult to fill amidst a competitive labor market
- Compensation structures are changing to reflect market practices

« The pace of change will continue to accelerate!
- Boards and leaders must be prepared to lead through change
- ltis critical to have the right type of talent embedded throughout the company to meet

future customer demands and business needs Am
Ward
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We're Here to Empower Results

For more information:
:9\ &9 =

Charlie Gall
+1-513-746-2406
Charles.Gall@wardinc.com

For more information on Ward solutions, please visit ward.aon.com.

A\ON
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About Ward

Ward delivers performance and reward data and advice to
insurance companies. Since 1991, we have performed more
than 2,500 operational and compensation benchmarking
exercises for insurance companies of all sizes, including more
than half of the top 100 U.S. carriers. We analyze staff levels,
compensation, business practices and expenses for all areas of
company operations and help insurers measure results,
optimize performance and improve profitability.

Ward is part of Aon plc (NYSE: AON). For more information,
please visit ward.aon.com.

AON
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http://www.wardinc.com/



