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Dlrectors & Offlcers (D&O)
. Liability Insurance

Sridhar Manyem — Senior Director, AM Best



Biography

Sridhar Manyem is senior director, industry research, analytics and public relations at
AM Best. Sridhar is the head of the industry research team, and his responsibilities
include publishing AM Best's perspectives of topical issues relating to the insurance

industry and possible implications to Best’s Credit Ratings.

Prior to joining AM Best in 2017, Sridhar was at The World Bank as a senior credit
officer responsible for implementing reinsurance credit risk framework at MIGA
(Multilateral Investment Guarantee Association). Before the World Bank, Sridhar was a
director at Standard & Poor’s, and was responsible for a portfolio of insurers, as well as
a lead enterprise risk management (ERM) specialist reviewing ERM and ECM
frameworks for a portfolio of (re)insurers and multiline insurers.

Sridhar worked at Nationwide Insurance’s ERM function, where his areas of
responsibilities included strategic asset allocation, asset-liability management and risk
modeling. He has taught basic economics and finance courses at the graduate level and
undergraduate level at Ohio Dominican University and serves on the adjunct faculty at
Rowan University teaching courses on finance, insurance and risk management.

Sridhar graduated with an MBA from the University of Chicago’s Booth School of
Business and has an undergraduate in computer science and engineering from the
CHICAGO2025 Indian Institute of Technology, Bombay.
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Agenda

‘ Introduction to D&O
‘ Market Conditions

‘ Emerging Issues

‘ AM Best Outlook
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What Does D&O Insurance Cover?

* Side C: Coverage for a company when the company Is sued (as
opposed to individuals)
« Example: misrepresentation of statements in annual reports or disclosures.
Insurance pays for legal expenses and settlement

 Side B: Coverage/Reimbursement for a company when it pays for
the Directors and Officers.

« Example: Directors and Officers sued for ignoring safety issues,

* Personal wealth of Directors and Officers of a Corporation for actual
or alleged acts of wrongdoing during their oversight and
management
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Standalone Direct Premiums Written &
Loss Ratios
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DPW ($ billions)

Standalone Direct Premiums Written &
Loss Ratios
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Change in Monoline Premium Over the
Same Quarter One Year Earlier
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Quarterly Pricing Changes

18
r Ll IIIl “ll |||| R II|| |“| |||| |||I II
" |||| ||| e | |
Q“ &

> P
O \J N
N

15

1

N

(o]

»

w

o

|
w

I
(o]

ND
S &S S S S

CHICA602025

RN E S Source: Council of Insurance Agents & Brokers (CIAB)
ol “ %
|l

) RISKoRLD
i bl A AN 1 . POWERED BY 'mj RIMS




Other Liability — Claims Made, Loss

Reserve Development
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What 1Is AM Best Concerned About?

* Intersection of cyber and D&O risks

* Artificial Intelligence

« Severity Increase (Settlements are getting bigger)
« SPACs and De-SPACs

* Litigation funding

 Social Inflation
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Intersection of cyber and D&O

« CrowdStrike: Securities Fraud (Class Action) alleged
misrepresentations as cyber incident resulted in a massive drop
In market cap

» Alphabet: Settlement after a software flaw allowed developers
to access personal data of 500,000 users

CHICAGO2025
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Artificial Intelligence

* Al Washing: Companies overpromising on the results from their
Al technologies.

* 15 Al related

« Example: Dol
A complaint fi

awsuits were filed in 2024
y v. Gitlab Inc., et al., No. 3:24-cv-6244 (N.D. Cal.)

ed in the Northern District of California alleges

that Gitlab misled investors about how its planned Al features
would increase efficiency and boost the company’s revenue.
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Increase In Severity
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Litigation Funding

Example of Third-Party Litigation Financing for Plaintiffs
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Market Segment Outlook: US D&O
Insurance

AM Best is maintaining a Negative outlook owing to the following:
* Rising settlement and defense costs
« Growing exposures due to new, expanding technologies
* Rise in security class action lawsuits

« Economic volatility and potential for Geopolitical instability creating challenges for execution of
strategic plans

» Continued price declines could result in inadequate premium to counter adverse loss trends
due to social inflation, third-party litigation and other factors

Key offsetting factors include:
 Improved underwriting performance

« Conservative strategies, limits, along with an accommodating reinsurance market

CHICAGO2025
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Appendix
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Examples of D&O Claims

* Breach of Contract

- Vendor accused ministry of failing to pay or return its food that was delivered after the
ministry was shut down

- Music festival investor sued the company that ran a music festival, alleging breach of
contract that the investor would be the exclusive vendor

 Breach of Fiduciary Duty

- Hospital was sued for breach of fiduciary duty by patients who claimed they were
victims of identity theft because their records were stolen from the hospital

* Fraud and Misrepresentation

- Arecruiter was sued by a medical group — a doctor hired through the recruiter did not

conform to regulations
CHICAGO2025
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Examples of D&O Claims

« Unfair or Deceptive Trade Practices

- Key executives who moved to a competing company took trade secrets
and valuable employees

* Regulatory Actions and Fraud

- US govt sued a medical device company owner for violations of the False
Claims Act as the owners submitted false claims about the business,
personnel, and systems

- SEC accused a company of cheating employees: Employees were
allowed to acquire company’s stock; the valuation by the company during
sale was much higher than the valuation given to employees’
repurchasing of shares

CHICAGO2025 Source: Quadrant Insurance Managers
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Examples of D&O Claims

* Shareholders

- Shareholders sued a medical device maker over the purchase of a health
care products company, stating that the reverse merger structure would
result in substantial tax liabilities for current investors

- The CA Attorney General sued a college alleging that it had
misrepresented metrics about its programs to students and investors. The
shareholder derivative action sought damages from D&O for violating
their duties to shareholders for personal gain

CHICAGO2025 Source: Quadrant Insurance Managers
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Thank you!
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Disclaimer

© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™
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