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Industry Background BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Small business insurance carriers vie for position with independent
agencies who broker the product for small business clients.

The insurance company’s position with an independent agency determines
the amount of new business written and is the focus of most business
growth initiatives.

Most carriers are attempting to improve their position with agents by
increasing ease of doing business with the carrier and providing a high
level of customer service with the brokered client, often in the name of the
agent.

Within the insurance company, each business function believes that their
initiatives will be the most successful at increasing rank of carrier in
agency, but in reality, the initiatives are inter-dependent and analysis
requires a holistic view of the business.

Marketing wants to grow the size of the independent agency channel

Sales wants to maintain the existing relationships

The back office wants a technology investment to make service seem that it comes from the agent

Claims wants to differentiate with high levels of customer satisfaction

Underwriting wants to limit the carrier appetite for risk, increasing profitability and be recognized by
agents as the best carrier for specific liabilities.

© 2002 BearingPoint, Inc. Decision Support Services 2
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Why did we build the model? BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Model is an outgrowth of the strategic planning process

Need to validate high-level strategies across all small
business insurance business functions

Need to “guide” the appropriate tactical plans from the
strategy perspective

_ Business Complexity
Model helps get value out of our investments by
recognizing interdependencies in complex business Product Service
Investments to consider against the model include:
Workflow automation I 1
Service centers (customer service centers)
Data mart and customer information investments Technology #—#| Distribution
Sales staffing
Re-underwriting and cost control W
Product launch and development M Financials
Channel management

Business complexity makes linear thinking dangerous

Model helps answer key question: “Can we get to scale?”

Given the current distribution strategy and initiatives under
way: how much can we grow?

What will we need to do to get to critical mass?

© 2002 BearingPoint, Inc. Decision Support Services 3



What did we build?

A tool to support decision-making

Delivered “a piece of software” the
client “owns” to test, validate and
manipulate over time

The model can be integrated with
other tools (data mart), people and
processes
A shared understanding of the
business

We mapped inter-dependencies
across business

We identified leverage points to

amplify positives (or avoid negatives)
A base case around which to run
alternative scenarios

Base case gives probable business
trajectory

Alternative scenarios examine
business risks or market possibilities

Strategic

Model

\/

Tactical

B

© 2002 BearingPoint, Inc.
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Products: Comprehensive products
Service: Outstanding service
Technology: Ease of doing business
Distribution: Strong and efficient channel

The model looks at the entire business.
Interdependencies are mapped
Reinforcing and balancing processes
drive non-linear results

Products Levers:
* Relative breadth of product offering

Service Levers:
* Rep hiring rate

Technology Levers:

Distribution Levers:

Decision Support Services 4
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What will the model do for a client? BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Links qualitative and quantitative analyses

Qualitative variables include: ease of doing business, service center effectiveness
Quantitative variables include: claims dollars, commissions, service center capacity

Model gives rigor to strategic planning

Forces us to look at consequences of any single action
Quantifies impact of initiatives (where do we get the most bang for the buck?)

Model helps get to tactical planning

Agency management
Service centers
Technology investments

Model gives us benchmark for business growth that we
can revisit over time

Can review over time why did or did not hit targets?

Is the model wrong, were our assumptions off or did we not execute?

© 2002 BearingPoint, Inc. ; cision Sypport Serwces 5
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How did we build the model / How will ===
we update the model? BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Cross-functional model development team

Core team of BearingPoint and client “owners”

Extended team of subject matter experts (SMEs) by business function

Follow a basic system dynamics (SD) methodology

Meet regularly with core team in iterative model building process

Conduct two workshops with extended team to validate and revise model and
assumptions

Exercise model to verify reasonableness of results

Data sources

Collective development team industry and specialized knowledge

Management information systems

Data marts for customer information, segmentation scheme and acceptance curves

© 2002 BearingPoint, Inc. Decision Support Services 6
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30,000 Foot Causal Loop Map BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Allocation by Priority (market clearing function) at the core of the model determining “sales of our
product”

Market clearing function results each DT driving dynamics in other sectors
Increased sales put pressure on back offices to service policies and process claims
Investments in independent agent channel increases Alloc P priority, but increases need to be maintained through

con‘i‘nued-re}ationship management, technology investments and generally “keeping pace” with competition
(:3#’ Number of nQ i i " " i i
> Sdes Reps S' onthe arrow means that the two variables move in the " Same" direction.
rep hiring rep attrltlon "O" is"Opposite" where an increase in one becomes a decrease in the other
sdesrep
% ’/g tranmgand
percent trained
reps Core Market
Clearing Function
/Fm@;remtheﬁ\\ % number of polides
egee of an agent doing service centers
business with us sales of our
rep a‘fectlven&s w C/ﬂ—i—ﬂ-} pr oduct
rep focuson S &
appr?‘;nrr:t"lem VeSS our rank of carrier i |n
enance the agency .D_T_u. brand
technology /S' independent agent
S investments book opento us
pressure to for CSRsand (min 0%, max 50%)
gopoint agents S
S beck office
Number of potential performance
Indepentent . customers
; Agents O pressure on back
new ia office
gppointments
S
breadth of carrier gppetite underwriting

for customer meamcy
@)
© 2002 BearingPoint, Inc. Decis upport Services 7



Development of the Business Model —

Approach and Methodology

A model building and validation process

BearingPoint

Bussinass and Systams Algned. Business Empowarad.”

was used during two workshops. Model Building Process
M .
odel building process (Workshop 1) Root Cause
Analyzed root-causes to understand the > Analysis
business and the factors that drive the
performance we want to have (e.g. market +
share growth) | N Causal Loop
Mapped causal loops in recognition that many Mapping
of the factors are inter-dependent
Built a simulation model with “stock-flow” +
structures “Stock-Flow”
Validation process (Workshop 2) Structure +
Ran multiple scenarios through the model Selfvar
Ex: Rapid independent agent NoO Model
appointment and expansion into large
agencies _ _ Validation Process
Ex: Delayed service center capacity ¢
expansion Yes Is Model Test Multiple
Compared results to expectations established Valid? Scenarios
before the simulation run and determine if the .

model is valid or if it needs a new model Deliver

building effort Model
Revisited root causes, loops and stock-
flow structure (Close-out meeting)

Compare Results
to Pre-established

Expectations

|

Required if model is not valid, else close-out
will focus on summary of findings. © 2002 BearingPoint, Inc.
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Development Of the bUSlﬂESS | Model Building Process

Root Cause

model - Root-cause analysis Beari-—

Causal Loop
Mapping

v
A first-level analysis of sales revealed that they are a function of at least four factors “Stock-Flow™

Bissimass and Systams &

Structure
These factors helped determine sales in each simulated period for the next five years

Looking to the left of rank of a carrier in an agency, we see that it is, in turn, a function of other
influences

These influences help us get to “strategic levers” that can be used to drive the results with the

greatest amount of leverage possible. . o o _ _
Width carrier differentiation with potential customers

Suppl potential number of policiesin our distribution channel “Alloc P

saes
Potential policies J§ equal to total policies 1011 ior
minus our appetite andagent’s pct book open to us Prlorlty rank of carrier in agency ?

De d total demand for policiesin our di st%p on channel

chg rep effectiveness
> Rep Effectiveness
initia rep effectiveness
breadth of carrier appetite
chg ease of business

relative degree of automation for agents

A\
Fase of Daina Busness
relaive price
relative product offering

totd utilization

producer programs o ,
© 2002 BearingPoint, Inc. Decision Support Services 9



Model Building Process
Root Cause

The “two-way” fishbone for sales. Going the other way in the
“fish-bone”, sales influence other variables. Obviously, sales Beari A”"’iys's
Increase new accounts, and new accounts grows Accounts c
Bissimass and Systams & ausal !_OOp
Mapping
v
“Stock-Flow”
Structure
chg demand market share
initid agency sb breskout / \ account growth unearned premium adjustment
initid sb demand (Accounts)
\ accounts up for renewa
relative brand strength ‘ In Renewd
carier differentiation with potential customers ‘ Service center
(eccount demand) (expenserio)
\ \ Accounts
average number of customers per ia new accounts (expenserdio)
\\ / net premiums earned
Independent Agents net premiums written
Pct of |A Book Opento Us Claims Processing Backlog
new dams
number of product quotes given claims processed
Ease of Doing Business / unit operating expenses (expenserdio)
Reative Breadth of Carrier Appetite / expenseratio combined ratio
producer programs sales by product

© 2002 BearingPoint, Inc.
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The sales fish-bone shows a causal loop that is more clearly

delineated on the next slide

Model Building Process
Root Cause
Analysis

Beari “—

Causal Loop

Bissimass and Systams & Mapping

v

initid agency sb breskout /
initid s demand
relgive brand strength

carier differentiation with potential customers
dadticity of demand

(account demand)

\
\

average number of customers per ia
Independent Agents
Pct of |A Book Opento Us
number of product quotes given
Relative Breadth of Carrier Appetite /

producer programs

“Stock-Flow”
Structure

—~——

market share
\ account growth unearned premium adjust
(Accounts)
\ accounts up for renewa
‘ In Renewa
Service center
\\ // utilizatign'
(expenserétio)
\ —Jp»  Accounts
new accounts (expenserdio)
/ net premiums earned
net premiums written
Claims Processing Backlog
new daims
claims processed
/ unit operating expenses (expenserdio)
expenseratio combined ratio
sales by product

© 2002 BearingPoint, Inc. Decision Support Services 11



Part of the sales fish-bone has been
converted into a “causal loop map”

Looking at the loop below, if we want to
Increase sales by increasing our rank as
a carrier in an agency, the “balancing”
nature of the loop will ultimately restrict
/ limit our success as follows:

If sales increases, so do new accounts and
Accounts supported (a “+” sign shows them moving
in the same direction

Increased new accounts increases Accounts oo
supported, but this will DECREASE (opposite Account Growth decreases
direction “-”) excess capacity in our service cente Excess Service Capacity,

potentially decreasing

Model Building Process
Root Cause
Analysis

Beari “—

Causal Loop
Mapping

v

“Stock-Flow”
Structure

Bissimass and Systams &

Service center

utilization
/'
Accounts
v
new accounts

With the decreased capacity, it is LESS easy 6 do Fase of Doing Business P
business with us and our rank of carrier in agency sdes
goes down, finally decreasing sales. /f

rank of carrier in

Now, follow it around with sal v e
decreased: Ease of Doing
Accounts down chgeaseof —  Busness
_ business
Excess capacity up Other factors impact
Easier to do business Ease of Doing Business:

Agent happiness,

|
Sales up! technology use, etc.

© 2002 BearingPoint, Inc.

A “+” sign next to an arrow means
that the variables move in the same
direction. A “-” sign means that the
variables move in the opposite
direction. Follow the arrows around
and understand why the loop is
“palancing”

Decision Support Services 12



Development Of the bUSlness |Mode|BuiIdingProcess
model - “stock-flow” structure. Bearil “—

Bissimass and Systams &

Root Cause
Analysis

Causal Loop
Mapping

Ease of Doing Business and Accounts became “stocks” [——
that go up and down over time. Sl

Accounts is like a bath tub that is filled by the incoming pipe new accounts

The Accounts bath tub is drained by anaccounts lost pipe (and flow rate) that is not depicted

here (and in fact is a renewal process)
new accounts and change of ease of doing business are
flow rates (or pipes) that fill stocks

chg ease of business is a “bi-flow” Service center

that can fill OR DRAIN the stock utilization

Ease of Doing Business /4

If excess capacity goes down, then Account Grmm Accourt

chg ease of business drains the Excess Service Capacity, am’ eoounts

stock of Ease of Doing Business ot o s P

If excess capacity goes up, then chg sdes

ease of business fills the stock of _ /f

Ease of Doing Business rmk%;acsam

=7
Ease of Doing
Busness
chg ease of
business

© 2002 BearingPoint, Inc. Decision Support Services 13



Setting Expectations

Model accuracy

There is uncertainty in
assumptions made for 2001, but
in general, we are probably within
+/- 5%

As we forecast the business, the
uncertainty range grows,
probably from +/-5% to +/- 25%
Movement / trending in the
results is the most important
interpretation: are we growing?
Are we increasing ease of doing
business?

The model is at a high
business level

We use average data across the
country and across customer
segments (though the model is
ready to take more granular data)

Looking at some detailed
processes from the 30,000 foot
level (claims, UT utilization)

The model needs to be
calibrated over time

BearingFoint

Busimass and Systams Algned, Business Empawaered.”

ALLRIGH TS RESERVED

www.carfgoenbank.com
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Base Case Results — Premium growth and new sales

(BOP = new Business Owners Package, Pkg = old package
product, WC = Workers Comp.)

BearingPoint

Bussimass and Systams Algned, Business Empowared.”

New sales grow dramatically for BOP. Premium dollars are still greatest for workers comp, and $750 Million
in premium volume is reached within 4 years (by quarter 16— 2005). Note that the business growth process
is non-linear (i.e. it takes time to get going, but then gains momentum as positives reinforce each other).

20,000 )
| BOP sales increase as
we expand our carrier
15000 appetite. Is this
| necessarily good?
10,000
5,000
0 /
Time (Quarte
sadesby product[BOP] : BaseCase @ —— 1B
sales by productfWC] : Base Case —
sales by product[Auto] : Base Case —
sales by product{Umb] : Base Case — 750 M
sales by product[Pkg] : Base Case -
500 M
250 M

Graph for sales by product

tota premium volume : Base Case

16
Graph for total premium volume

Graph for premium dollars by product

Business |
growth
accelerates

400 M WC is still the
| bread and
300 M butter
200 M
100 M
0
16
Time (Quarter)
llars by product/BOP] : Base Case $
llars by product{WC] : Base Case $
Mlars by product[Auto] : Base Case $
llars by productfUmb] : Base Case $
llars by product{Pkg] : Base Case $

¢ :
Time (Quarter)

16

Decision Support Services 15



0.8

0.6

0.4

0.2

Base Case Results

Sales Reps & Agency Appointments

The number of sales reps is not increased, but a commitment to training and management increases rep
effectiveness. The result is an increase in appointment efficiency and appointment success rate, which in
turn increase the size of the independent agent channel.

Graph for pct highly effective reps

Training & management

makes over 65% of reps

highly effective by 2005
(versus 30% today)

Time (Quarter) '

Graph for appointment success rate

0.6

045

16

Graph for time to get ia producing

BearingPoint

Bussimass and Systams Algned, Business Empowared.”

More effective sales reps

independent agents
ﬁroducing more quickly

get newly appointed

Performing Independent Agents{AgencySize] @ O

03 400 Y
ear 1l
Appointment
015 success rises 30
with increased
0 rep effectiveness 200
( : ‘ ¢ : : : 16
Time (Quarter) 100
gppointment successratgfSmdl] : BaseCase ———— Dl
gppointment success ragfMedium]| : Base Case Dmnl ™ emal Lage
appointment success rate{UpperMid] : BaseCase —— Dmmnl Medium XLage
gopointment successratefLarge] : Base Case Dmnl UpperMid

© 2002 BearingPoint, Inc.

400

300

200

0
0 2 4 6 8 1 L 1 16
Time (Quarter) Note: XLarge
timeto get i ducing[Small] : Base Case Quarter appointments are
timeto get ducing[Medium] : BaseCase  — Quarter not being done by
timetog ucing[UpperMid] : BaseCase —— Quarter sales reps
timetoget | ducing[Large] : Base Case Quarter

Base Case [N S Cose
Performing Independent Agents[Agenc

o 1€

Year 4I _

Large
Medium XLarge
L UpperM
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Base Case Results
Agency Channel Management BearingPoint

Bursimass and Systams Algned, Business Empowared.”

It is important to find the right balance between rep time focused on appointment and time focused on agent
relationship maintenance. A 75% focus on maintenance and 10% focus on appointment goes up over time

- . : \
as administrative demands go down (the d|fferrnGrr\ar;rr]nfor oct time reps spend on meinterer

Graph for new appointments )
100 | Large agent focus results *
. - . —/—/—
in dramatic appointment B 0.75
rate. Do we then spend /
enough time maintaining 05
the relationship?
50 0.25
0
Time (Quarter * Graph for ialost
0 4 .
pct time reps spend on maintenance - Dmnl ] - ]
( : . 1 : J : 16 <V The increase in appointments (esp. for
Time (Quarter) _ _ Large agencies) results in increased
Graph for pct time focus on appoint losses (except for Upper Mid size).
new gppointment{Small] : BaseCase ————— 1 Maybe we need to focus a little more
new gppointmentyMedium] : BaseCase  —————— | 10 on maintenance vs. appointment?
new gppointmentg UpperMid] : Base Case o5
new appointmentgLarge] : BaseCase @~—— \ /
new gppointmenty XLarge] : BaxeCase @~—— | N
0.5 vy
0.25 0
| O 1 : 1 16
0 Time (Quarter)
16
Time (Quarter) ialos{Smal] : Base Case Agent/Quarter
pct time focus on appoint : Bas - Dmnl ialos{Medium] : Base Case Agent/Quarter
ialog[UpperMid] : Base Case Agent/Quarter
ialog[Large] : Base Case Agent/Quarter
ialog[XLarge] : Base Cae Agent/Quarter

© 2002 BearingPoing, . L/TUIDIVIT QUPPUIL STIVIUTD L1



Base Case Results
Ease of doing business BearingPoint

Critical to new sales is the ease of doing business. As it is easier to do business over time, agent’s open up
more of their book (below) and rank of carrier in agency rises (right). Note in lower right that BOP (Business

Owners Packaae) rank still laos behind kev competitors in quarter 16. Workers comp is a little stronger.
Graph for Ease of Doing Business Impact on Rank Graph for rank of carrier in agency

4 Focusing in on larger agencies, we lag in rank of
carrier 0 =worst, 4 = best. (also see below)

L= T LT
i —

0O 1 2 3 4 5 6 7 8 9
Time (Quarter)

The factors that drive ease of doing business include: relative

product offering, price, breadth of carrier appetite, service center

1.5 effectiveness|and technology for agents. These factors will be
| explored later in the presentation.

2
|

1

_ 10 11 12 13 14 15 16
Time (Quarter)

Ease of Doing Business Impact on Rank[Large All Customers,BOP] : B Dmnl .

Ease of Doing Business Impact on Rank[Large All CustomersWC] : B Dmnl rank of carrierin agency[Larg ustomers BOP’US]_ Base Case Dmnl

Ease of Doing Business Impact on Rank[Large,All Customers,Autol : B Dmnl rank of carrier in agency[L arg ustomers,WC,Us] ',Base Case Dmnl

Ease of Doing Business Impact on Rank[Large,All Customers,Umb] : Dmnl ranllz o]t carrierin agency[targ ustomers,ﬁutgt) S| .gasegase an:

Ease of Doing Business Impact on Rank[Large,All Customers,Pkg] : B Dmnl ranko Ca"!er!nagency[ ag ustomers,Urmb, S], asetase mn
rank of carrier in agency[L omersPkg,Us] : Base Case Dmnl

Graph for Pct of IA Book Open to Us
0.6 Base Cocc I =-s-Cos:

rank of carrier in agency[Large,All Customers,BOP,Carrier] @ 1@k of carrier in agency[Large,All Customers,WC,Carrier] @ 16

\/ 6 ® WC
0.3
45 45
3 3
0
—/”9./72 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Time (Quarter) 15 5
When ease of business got toq low, omersBOPUS : Base Dmnl
agents tried to close off all business omersWC,Us] : Base Case ——— Dmnl
for Auto and Pkg (will be explored in 0mers,Aut6,Us] :Base Case ——— Dmnl “Client” Kemper “Client” Kemper
omers, Umb,Us] : Base Case ———— Dmnl Travelers CNA Travelers CNA

alternative scenario later

=

omers, Pkg,Us] : BaseCase —

D@r002 BearingPoint, Inc.

Hartford
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Base Case Results
Service centers BearingPoint

Bussimass and Systams Algned, Business Empowared.”

The increase in premium volume results in increased demands on the service centers. New UTs are hired
and trained and technological improvements increase their capacity. Ultimately a new service center is
needed by in quarter 14. Note: a new service center would be needed much sooner if not for the

technoloaical improvements increasinﬁ average UT capacity (examined in the next slide).
Base Case

pct CSR capacity increase expected from automation - time graph Graph for tOtaI CSRs
006 200 _
New technology Hire CSRs ‘till the These new hires
0.045 increases CSR technology kicks work in the new
capacity 130 in to improve service center
0.03 T \ef}uency H\Q\
0.015 60
0 2 4 6 € il 1 1. 16
n Time (Quarter)
0 3 6 9 12 15
. . total CSRs : Base Case CSR
Graph for total utilization _ _
Graph for number of new service centers required
1
With increased capacity 1
from technological help,
CSR utilization drops
0.8 ™
05
Eventually, new
service center is
0.6 needed
0 2 4 6 € 1 1 1 16 0
Time (Quarter) 0 2 4 6 ¢ [ 1 1 16

Time (Quarter)

total utilization : Base Case Drn number of new sarvice centers required : Base Case ‘

© 2002 BearingPoint, Inc. Decision Support Services 19




Alternative Scenario — Service Center Reps (UTSs)
don’t have the capacity we expected and the new ) .
service center is not ready within the next 4 years. BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Bbﬁ]nrge @us ness Impact

Without effectlve service centers, the base case (blue) is limited (al&arn%tlve cen a%
Graph for total utilization raph for
2 . o - 2
CSR utilization is high to begin with. Hiring The high utilization
I|m|t_s it through quarter 8, but without a new . decreases ease of doing
15 service center, utilization gets out of control N 1.65 BT Ess. wlbieh i e e

our rank of carrier in agency
(this will limit sales)
' INAREpEEEEEE=EE 13 W

0.5 0.9

0 0.6
0 2 4 6 8 _1( L 1‘_ 16 Graph for total premium volume
Graph for number of new service centers required TLime (Quarter)
1B
2 Growth is limited without as our
rank of carrier drops (from
15 The red line is the new 750 M decreasing ease of doing
' scenario where business above)
technology does NOT
1 increase CSR capacity S00M
I
0.5 \ =
0 0
16 0 2 4 6 8 [ L 1 16

Time (Quarter) Time (Quarter)

number of new service centers required : Base-€ase total premium volume : Base Case

number of new service centers required : No techfer €SR———— total premium volume : Can't get the new service center open———
© 2uU2 BearingPoint, Inc. DeciIsion Support services zZu



Alternative Scenario — No increase In
sales rep (MM) effectiveness BearingPoint

It becomes difficult to hit our goal in the base case (blue) Graph for total ia
(alternative scenario in red) if there is not an increase in rep2,000

effectiveness due to training and management
Graph for pct highly effective MMs

The same number of MMs, but
now not highly effective (red

1,650 line), can not grow the
0.8 independent agent (ia)
channel (thus limiting growth)
1,300
06
04 ; 90
: MM effectiveness drops
without training and
02 management 600
20
0 Time (Quarter)
0 2 4 6 8 X L 1 ¢ 1 20 ]
Time (Quarter) Graph for total premium volume
pct highly effective MMs: Base Case D 1B — ) -
pct highly effective MMs: No MM Training Dmnl Growth is limited without highly
effective MMs maintaining the
750 M agent channel
500 M
250 M
0
( z A € | 1 i 1 1 1 20

Time (Quarter)

total premium volume : Base Case
total premium volume : No MM Training

© 2002 BeaIIIIUI’UIIIL, nic. L/TUIDIVIT OQUPYNUIL OTIVILTD 1




Alternative Scenario — Marketplace
becomes more competitive

Competitors expand their appetites, our automation and product breadth does not impress agents compared
to what is igithe market, and our service centers are over capacity (strainina our ease of doina husiness)

f Graph for rank of carrier in agency

BearingPoint

Bussimass and Systams Algned, Business Empowared.”

Graph for service capacity per UT

10M

Service capacity per UT flat
lines without technology

6 | Travelers Client rank of carrier | |
in agency gets worse M
4.5 | Hartford \
3 | “Client” \/
15 | Kemper
0 CNA
16
Time (Quarter)
Graph for Pct of 1A Book Open to Us .y
0.6 | As it becomes more difficult to do business with
045 us, agents close access to their books 600 M
I\& ﬁ 400 M
0.3
| WC BOP
0.15 200M
I\guto and Umb in green
0 ackage in black

1 : . 1 : :
Time (Quarter)

20

tota premium volume : Base Case
tota premium volume: Tough Market

~OIlN, 1mne.

8M
™™
6M
C z 4 € i 1 1 1 ] 1 20
Time (Quarter)
service capacity per UT : Base Case $HCSR
service capacity per UT : Tough Market $CSR

Graph for total premium volume

OUCH!! Could this
really happen?

16
Time (Quarter)

LJEULISIVIT SQUPPUIL OEIVILEDS Z24



The Model has Yielded Tactical
Answers to Strategic Issues BearingPoint

Bussimass and Systams Algned, Business Empowared.”

new MMs as long as effort is spent making the existing MMs highly
efficient through training and management

Strateqgic Increased MM effectiveness has an impact on the appointment success rate, the time to
g make a newly appointed agent productive and our rank of carrier in the agency

The percent of MMs made highly effective by 2005 is over 65%. This can never reach
100% due to attrition and general feasibility. Today, the percent highly effective is
roughly 30%

E%é%
Q The independent agency channel can grow and be effective without

/ The large agent channel should be targeted for growth, but we can not

ignore the importance of agent relationship maintenance versus
Model appointments. Even with 75% MM time focused on agent relationship
maintenance, the model gives us reason to think we could go a bit
higher.

We must make it easy for agents to do business with us, and try to
raise our carrier rank in agency. This is critical if competitors expand
appetites and we have not increased our rank in agency.

$750 Million in premium is possible when we rely on business growth
processes that reinforce one another (rep effectiveness, ease of doing
business, etc). If we begin to fail agents though, these same positive
reinforcing processes that grew the business could be very damaging.

Tactical

If technology for UTs increases average capacity, we can avoid a new
service center until quarter 14 and support growing premium volume.
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Applicability to Pharmaceutical Sales  BearinglFoint
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Independent Agent (IA) channel operates like the Physician channel in
Pharmaceutical Domain

Pharmaceutical companies “detail” physicians to increase “share of voice” that they hope results in
a higher “rank of carrier in agency” = market share

Physician segments are targeted and relationships maintained by sales reps just as independent
agents are by insurance marketing managers
The “back office” component is simplified because service centers, claims
processing, and policy administration functions are not a part of
pharmaceutical business model

Pharmaceutical “direct-to-consumer” (DTC) channel was added to include the
influence of these marketing campaigns to drive customers to the physician
channel

DTC campaigns increase the demand side of the “Alloc P”, but do not necessarily increase priority
of the “carrier” once at the office

Coordinated campaigns drive both demand and priority at the physician’s office, with high return on
investment potential
The pharmaceutical industry “version” of this model also includes market
dynamics that increase variability of performance, and potentially “discretize”
the problem over time (next slide)
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