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Good morning, I’m Julianne Shillington, and I’m an Assistant Vice President Public Entity Risk Solutions Underwriter with Munich Re Specialty Insurance. 

It’s my pleasure to spend time with each of you today! 

Before I begin, I would like to take a quick survey of the audience…
By a raise of hands.. How many have been in the insurance industry less than more than 10 years? Less than 5 years? 
How many Underwriters in the room? 
How many work in the Public Entity space?

Today we will discuss important exposures/trends effecting the current Public Entity Market and I do feel this presentation will offer some take-aways for individuals of all experience levels/backgrounds! 
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In regard to my agenda for this morning, I would like to provide an overview of the PE Market, and then jump into the major liability lines of business that PE are managing today: Auto Liability, General Liability, Professional Liability (including EPLI) and Cyber. 

For each line of business, I will discuss the exposures & impact on the industry and then share ways the exposure can me managed and risk mitigated.
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Before I head to the next slide, what types of risks would you think fall into the Public Entity realm?

Believe it or not, there are SO many different types of risks in the PE space.
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To name a few…



The current state of the PE marketplace is one of transition, some lines and segments are seeing a “hardening” such as property, Higher Ed, and high layer excess causality.
 
Certain segments are seeing price increases due in part to market disruption, poor experience and capacity tightening. 
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With this market, you will find many nontraditional structures… Public Entities seek options that best fit their needs.


State of the Market: Munich RE ::E:

Insurance Industry
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The Public Entity market is affected by the overall insurance industry market. Therefore I would like to share the PC Insurance Industry combined ratio (2000-2019): 

This is a quick overview of what’s going on in the insurance and reinsurance markets.  

This graph shows industry combined ratios, going back to 2000. Focusing on the most recent years: 
We see that combined ratios crept up in 2017 due to cat activity
2018 was an ok year.  The predictions for 2018 were in the mid 90s but due to late season wild fires and hurricanes, the combined ratio crept upwards
Outlook for 2019 look positive again with combined ratio predictions in mid to high 90s.  

You can see here that the last 10 years haven’t been as volatile as the previous 8-10.  
Gives way to the idea that we are in the “new normal” market, where markets don’t get as hard or soft as they have in the past.  
Insurers and Reinsurers trying to take instability out of the market by taking longer view on pricing

Overall, financial stability of reinsurers remains stable, despite catastrophes.  However, liability lines have been threatening this notion over the last couple of years.  

2004 – Katrina 

2017 Cat activity - $135 bn in all insured nat cats, $330bn in uninsured losses – costliest hurricane season on record 

2018 – Florence, Wildfires, late season hurricanes 
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Our first line of business trends in the PE market we will review will be auto liability…




"The bad news is that the deer had no insurance.”

www.pinterest.com
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 Since it is the morning, wanted to bring some humor!
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Automobile Liability:

Technology = more expensive

Distracted driving

Bus route planning
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Now, I am sure all of us in the room is aware of the auto rate increase in premiums and overall increase in losses over the years. 

Rate correction appears to have stabilized across the industry. 
 
However, vehicles continue to cost more to fix with additional technology built in.  The more technology we continue to put on our cars, even simple fender benders become costly.   

Our drivers are distracted while they drive – They are texting and driving or they aren’t familiar with all of the new technology they have in their vehicles.  So they are too busy pushing buttons on screens instead of watching the road. 
+Every Day 9 people die in the US because of distracted driving, it’s a growing epidemic.. 
+Visual Distraction (radio, make-up, GPS)
+Manual (Eating/Drinking, smoking, brushing hair)
+Cognitive (Phone calls, emotion in check)
	+Texting is most dangerous because it falls under all three types of distracted driving   

Another increasing trend is that school/transportation buses are making stops at undesignated areas.  We are picking people up and dropping them off in places that we shouldn’t be.  This leads to a lot of safety issues.  Other vehicles aren’t used to buses stopping off route and therefore, they aren’t watching out for pedestrians like they are closer to bus stops or cross walks.  Bus operators aren’t familiar with hazards off route.   


These exposures could have a severity component but are typically more of a frequency concern.  One severity concern that we do have is Traumatic Brain Injury.  


https://www.iii.org/article/background-on-distracted-driving
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In my world we think about traumatic brain injury with athletics like hard football hits and second concussions from sports related injuries. 

However,  it’s worth noting that we’ve seen several claims where Traumatic Brain Injury is being tacked onto other than GL claims, such as auto accidents.  This becoming the new item that ambulance chasers are going after.  It used to be spine related injuries, and now it’s traumatic brain injuries. 

If a claim can be made for a traumatic brain injury, the claim could end up being a costly one.  

To illustrate what I’m talking about, I’ll share a few examples here 


.

Automobile Liability:
TBI Examples

General Example

Allege TBI (concussion) with

AL claim

Little to no evidence of head
trauma (loss of
consciousness, brain bleed,
CT scans abnormal)

Bolster the overall claim
value

May or may not prevalil

General Example

Catastrophic TBI with AL
Hematoma, comas, that
result in cognitive and
physical deficits

Require future care and life
care plans

Significant claim values

Plaintiff more likely to
prevail
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We see many AL claims wherein the plaintiffs allege TBI as an add on to try and bolster the value of the overall claim even though there is little to no objective evidence of head trauma (loss of consciousness, brain bleed, normal CT scans etc.).   

On the other end we see very serious catastrophic TBI claims with hematoma, comas, and resulting cognitive and physical deficits that will require future care and life care plans into the millions. 

In one specific example, a driver strikes a bicyclist.  She was not wearing a helmet, and was hospitalized for 3 days for an occipital fracture.  Her MRI and cognitive evaluation were normal.  2 years later, she claimed a TBI with neuropsychological impairment.  This covers everything from orientation to learning, language, and cognitive functions. Both sides had expert testimony arguing for and against the TBI, but the experts couldn’t objectively prove nor disprove the existence of the neuropsychological impairment.  The claim ended up settling outside of court because mock jury exercises projected this claim well in excess of $1M.  

This claim became more about the TBI than it did about the AL and it’s important to note that the allegations were brought up 2 years after the accident.  Both facts are concerning and have been more common recently.  

So what more can we be doing to mitigate, or avoid our exposure. 



Automobile Liability:
Risk Management considerations

No texting and hands-free policies
Defensive driving

Driver training

§ Records review
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Must continue to help entities  with implementing and enforcing no texting and hands free calling policies. We especially need to enforce hands-free policies with our bus operators.  This seems like common sense but we need to ensure these polices are enforced.  

Remind drivers to be on the defensive when pedestrians and bicyclists are out, especially left hand turns over cross walks.  This is especially important in tourist areas where people are renting bikes, aren’t familiar with the area, and might be gawking.  

If there are bus operations it’s important to have strict policies to only pick up at designated stops.  If contracted drivers or bus operators are utilized,  how much control does the entitiy have over training and hiring?  These pieces should be carefully considered during the contracting process. 

For all regular drivers annual training and records review should be required.  This includes bus operators, but also anyone that could be a regular driver for your entity.  


€]

General Liability: Munich RE

Public Entity

Market Auto General Professional Cyber

Liability Liability Liability Liability
Trends Trends Trends Trends

Overview

Munich Re Specialty Insurance — Julianne Shillington, AVP 26 February 2020 13


Presenter
Presentation Notes
Our next line of business we will discuss is GL trends.. 
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General Liability:

Increasing impact on General Liability exposure
= Sexual Abuse and Molestation
= Excessive force
= Active Shooter events
» Large verdicts
= Drones
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General Liability has a lot going on these days.  There are a lot of exposures impacting GL, including: 
Sex Abuse
Law Enforcement exposures 
Active Shooter scenarios
Large verdicts
Drone changes 

You’ll likely see the impact of these trends on your renewal, especially if you have any loss experience.  

I’ll talk about each trend and what you can do to mitigate your risk.  


General Liability:
Sexual Abuse and Molestation

Report I of the 40th Statewide
Investigating Grand Jury

REDACTED
By order of PA Supreme Court July 27, 2018

Dailyitem.com
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High profile SA cases continue to creep up. 	
https://www.nytimes.com/2020/01/07/us/boy-scouts-lawsuit.html



In 2018, a grand jury investigation of sexual abuse in six Pennsylvania diocese found more than 1,000 children had been abused and the acts were covered up 

This report prompted swift changes in the statute of limitations for reporting sexual abuse and has led to what is now known as Reviver Legislation  

-------------------------------------------------------------------

+ In January 2020, Eight men who say that they were sexually abused as children by Boy Scouts of America leaders sued the organization in Washington, D.C., accusing it of failing to provide a safe environment and of covering up decades of sex abuse,,,
It was the latest lawsuit to be filed against the Boy Scouts in a long-running sexual abuse scandal that has prompted the organization to bankruptcy. 
The filing goes to the heart of a movement in some states in recent years to widen or revive the period of time under which survivors of sexual abuse can take legal action.

+There is a new statute in the District of Columbia which gives plaintiffs from May 3, 2019, through May 2, 2021, to file claims against alleged perpetrators, giving them a potential pathway to justice in cases where statues of limitation would prevent them from bringing suit. The statute is open to all child sexual abuse survivors up to the age of 40 and, in some circumstances, older victims or those assaulted as adults. The case could lead to new opportunities for justice for men who are still coming forward….therefore settlements will continue to rise.. 



General Liability: Munich RE

Sexual Abuse and Molestation

American Property Casualty Insurance Association

2019 Sexual Abuse Reviver Legislation

Introduced and Expected

0 Reviver Legislation Enacted
. Reviver Legislation Pending
Reviver Legislation Failed

ﬂ} Legislation Amended Favorably Due to APCIA's Engagement Ao of Dictober 18, 2019
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The term “Reviver Legislation” is being used to encompass all changes with sex abuse and child protection laws.  

However, we should be aware of a couple of key pieces.  

This slide shows states that have considered and/or enacted legislation around a “look back” period.  A look back period is when the state allows any victims to come forward, regardless of the statute of limitations, for a period of time. 

This map shows where each state stands as of October 16th, 2019 however, there have been a number of changes since. 
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Sexual Abuse and Molestation

American Property Casualty Insurance Association

2020 Civil Sexual Abuse Reviver/SOL Legislation

. Legislation Pending (Including Carryover)
O Legislation Expected

As of January 31, 2020

Copyright © 2019 by the American Property Casualty Insurance Association
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The biggest difference from October 2019 to January 31 2020 is the number of states pending legislation… went from 4 to 18 with 3 more expected for a total of 23!


General Liability: Munich RE =

Sexual Abuse and Molestation

2020 SOL Reform Bills ﬁllkl%%lﬂ’
Introduced for Child Sex Abuse Ty

Map Legend
] Yes SOL Reform Bill
(28 States)

| No SOL Reform Bill
(22 States)

Yes Revival Window Bill
(14 States)
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As you can tell, this map is quite different.  This map shows all states that have introduced Statue of Limitation Reform Bill and Revival Window Bill for Child Sex Abuse as of 2020. 

14 Revival Window Bills introduced.

Please take note of how much of the country has been impacted in such a short period of time.  Note, that the grand jury investigation that I first mentioned was in 2018.  All of these changes have taken place since then.  Every state varies widely in the changes that are being made 

Because of these law changes, we expect frequency and severity of sex abuse claims to rise over the next few years. 



General Liability:
Sexual Abuse and Molestation

States
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Market Implications: 

Carriers have started to adjust their risk appetite for Sex Abuse and Molestation 

States - Carriers are going to be most apprehensive in states that have enacted Reviver Legislation, but this will have a broad effect on the market as a whole.  

Limits – some carriers are pulling back on the capacity they are willing to put out by lowering their limit offerings 
 
Terms and conditions will vary widely in the market right now .  Terms such as Claims Made versus Occurrence coverage triggers will likely have a meaningful impact on a policy. 



General Liability: Munich RE

Sexual Abuse and Molestation

Recommendations to mitigate exposure include:

= Retaining personnel files at least 55 years, including:
= Background checks
= Complaints and allegations
= |nvestigations conducted
= Statements taken

www.unsplash.com

= Background checks on a regular basis, including volunteers
= Sexual abuse training should include:

= Appropriate boundaries
= [ncident reporting
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It is recommended to retain all personnel files for at least 55 years.  That recommendation is based on carriers working across the country and catering to clients in all states.  For example, in NY the statute of limitations increased to 55 years.  You could argue that TX is only increasing to 30 years and therefore records retention should be for 30 years instead of 55.  Its recommend the entity works with their legal counsel to determine the appropriate length of time.  

I know this seems like an extreme, but this is the new environment that we are in.  Your retained files should include documentation on: 
Background checks
Complaints and allegations
Investigations and statements 

Ensure that the entity is conducting background checks on a regular basis for employees and volunteers.  

Provide training to employees and volunteers and include boundaries training and incident reporting 

If there is sex abuse exposure, however big or small, make sure the entity is staying current with the laws in its jurisdiction.  
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Excessive force

= Pjstols and Tasers
# = ADA Considerations

Media and Community

POoLI
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Excessive force claims continue to be on the rise.  This includes gun related incidents and taster related incidents.  There have been a couple recent taser wrongful death claims.  

Each claim re-ignites the public outcry 

In terms of verdicts and settlement values, we continue to see the average increase. 

We just settled a shooting case for $7m.  The plaintiff lunged at deputies with knife and was shot and killed.  The first shot was justified, the following 10 were not because the threat had changed and was no longer imminent.  Consensus was the 4th or 5th shot was the kill shot.   A mock jury exercise placed damages much higher than the $7m which seemed to be extremely high value on this case compared to other police shootings.  $5m was about the average and settling this for $7M sets another bar. 

ADA considerations leading up to and during arrest….  Our officers face challenges in approaching and communicating with persons that have ADA needs.  (Americans with Disabilities Act) 

Media attention – 
The media is known to intensify excessive force issues. The media is bias against the officers unless there is favorable video that is released quickly.. 
Madison media:  Police Department is active on social media, touting their success of ending dangerous or tense matters peacefully,  when local media doesn’t.  In fact, they are calling out the media to share these stories and ask questions, highlight the police officers that are doing great work.  
We now have Body Cam and bystander video taken of events.  This is the new norm that we have to work with.  

Claim statistics
5-7 years to close out on average 
$1-3M pops with the national attention ones averaging closer to $6M.  Eric Garner $5.9M (NY); Freddie Gray $6.4M (Baltimore).  These were considered huge numbers just a couple of years ago.  The average is creeping up to $3-5M in a very short time.  

It’s important to have current Use of Force policies and procedures in place, and to have these policies reviewed regularly by legal counsel in your local jurisdictions.  

Policies should include how to handle situations where officers are handling persons with ADA considerations.  

Weapons training should occur annually, and it should include the breadth of weapons on the belt (tasers and pistols). 

There has been a positive correlation between community outreach and strong media relationships.  The more your police officers can be doing with community outreach, the more positive media attention you can spark.  The community outreach strengthens relationships between police and media.  All of this good will can help when things go wrong.  
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Active Shooter Preparedness
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I would like to spend a couple minutes talking about active shooter scenarios.  

Traumatic events such as Active Shooter and Active Assailant Scenarios have had an immense uptick in the last year.  Being prepared has never been more critical.  I’ll spend a few minutes discussing some risk management considerations 
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Active Shooter Preparedness
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Exposure — public buildings open for anyone

Preparation — strategies, policies, and training

Crisis management

Laws changing fast and wide variations

Value proposition — services from your (re)insurers
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Exposure – not just schools but also municipalities, office buildings.  You have public buildings open for anyone.   

Lots of questions about the best way to prepare.  This is the best time to engage your partners to develop a strategy, policies, and training.  
Some are deciding whether to arm staff.  If this pertains to certain entities, they’ll want to consider: 
Selection – who are you hiring to be armed.  Consider law enforcement and ex military personnel. 
Training – these individuals should be trained to law enforcement standards, and continue to be trained to law enforcement standards
Weapon purchase and storage – you’ll want to consider purchasing weapons that are the same as those used by your local law enforcement and consider where the weapon is stored on and off duty

Some entities are ramping up their partnerships with local law enforcement, which is highly encouraged 
Clearly establish roles and communication 
Go through lockdown drills with your law enforcement 

Lock Down – ensure the entity staff is aware of the procedures and drill it 
Mental health programs – providing resilience and warning-sign recognition training to entity teams
Have a Crisis Management plan.  It would be beneficial to work with a partner to provide these services for the entity. So that if the entity is ever faced with tragedy, the partner could help you with a communications plan, getting access to grief counselors and other resources.  A crisis manager can help you with the public relations and managing the message.  It can be costly putting the wrong person in front of the camera or having someone say the wrong thing.    

Laws – changing fast and vary widely in micro jurisdictions. It’s important to rely on counsel when the entity  can to have the most current laws considered in your policies and training.    

Value proposition – it is encouraged for the PE to use their partners, they have resources and loss control to assist them and build safety program. 
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FAA continues to change rules and regulations 

2019 changes include: 
ability to fly over crowds and 
ability to fly at night time

For municipalities this changes the exposure for us a bit especially for things like special events, large sporting events, firework shows

Need to be vigilant during these events in our communities.  

Need to continue to understand when, why, and how drones are being flown, and preference is for them to be flown by trained operators.  
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Professional Liability  has been relatively stable.  

However there is sure to be an uptick with the #MeToo movement.  These claims will have a direct impact Employment Practice Liability claims.  



Professional Liability: Munich RE
EPLI (#MeToo)

2006

Tarana Burke uses “Me Too” on MySpace

October 5th 2017

Harvey Weinstein is accused

\ 4

Alyssa Milano resurrects use of #MeToo
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In 2006 Tarana Burke uses Me Too on MySpace in reference to sexual assault and abuse 

Then in October 2017 the timeline gets interesting.  October 5th, Harvey Weinstein is accused of sexually harassing several high profile actresses, and later accused of sexual assault.  

October 15th Actress Alyssa Milano resurrects use of #MeToo to encourage people to tell their stories of sexual abuse 



https://www.cnn.com/2017/10/17/us/me-too-tarana-burke-origin-trnd/index.html




Professional Liability: Munich RE
EPLI (#MeToo)

4.7 million people engage in over 12 million posts

Executives, Politicians, and Celebrities are accused

Hearings, Settlements, more Accusations
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Just one day after Ms. Milano encouraged the use of #MeToo, over 4.7 million people engaged in conversations on Facebook in over 12 million posts.  

Within 6 months a slew of highly influential politicians, executives and celebrities are accused of sexual harassment and assault 

Within a year over 400 accusations of sexual assault and harassment were made via #metoo on social media 

https://www.cnn.com/2017/10/17/us/me-too-tarana-burke-origin-trnd/index.html
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Professional Liability: Munich RE
EPLI (#MeToo) — Risk Management

= Safe Environment Training

= Third Party and/or Anonymous Reporting

= [ncident Management

= Policies reviewed — Zero Tolerance

= Legal Involvement
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We should be focusing our risk management efforts on the following: 

It is recommended that an entitys employee training include safe environment training including sexual harassment prevention and boundaries training.  

Each entity should establish a third party hotline and/or an anonymous reporting function 

Make sure the entitys have a way to track incidents and record what they did as a result of an incident reported. 

It’s a good time to review the policies in the entitys employee handbook and consider updating to a zero tolerance policy if haven’t already.  

Policies should be reviewed by some kind of legal counsel every couple of years to ensure the entity is compliant with the most recent laws and up to date with policy.  The entity could also involve their legal counsel in incident management, investigation, and decisions around consequences. 

 



Professional Liability: Munich RE
Large Verdicts — Social Inflation

1. social inflation can be defined as the increase in insurance losses
caused by legislative, judicial, social and economic, and technical
d6V6|OpmentS. (onlinelibrary.wiley.com)

2. Social inflation, marked by a rising propensity to sue and higher jury
verdicts, is a growing threat to the property/casualty insurance
indUStl’y « « « (carriermanagement.com)

3. Impact on:

= Claim values
= Tort caps and immunities

= Capacity

Munich Re Specialty Insurance — Julianne Shillington, AVP 26 February 2020

€]


Presenter
Presentation Notes
Social inflation can be defined as the increase in insurance losses caused by legislative, judicial, social and economic, and technical developments.  (https://onlinelibrary.wiley.com/doi/full/10.1111/rmir.12111)

Social inflation, marked by a rising propensity to sue and higher jury verdicts, is a growing threat to the property/casualty insurance industry…  (https://www.carriermanagement.com/features/2017/07/13/168953.htm) 

Claims that used to be $500k - $750k are now multi-million dollar claims.  I talked about this creep upwards with law enforcement trends, and TBI with Auto Liability, and surely with Sex Abuse claims. 

Tort caps and immunities are quick to be thrown out 

As this becomes a bigger issue for carriers and managing claims, we will be forced to take underwriting action and limit capacity.  

Social inflation is an issue across our industry, and will impact renewals across the country.  However, we’ve seen the most development in California, Washington, Illinois, and New York so far.  
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Cyber Liability:

Munich RE =

Ransomware
= Claims driver for a couple of years

= Old dog, new tricks

Social Engineering Fraud
» Increasing amount of claims
» Easy traps

= Deceitful impersonations

Data Breaches
= Steady stream of claims
= Hold on to your hardware!

= RDP — Helpdesks

Accumulation
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= Concerns

= Long tall

=% PERSONAL
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+Cyber incidents affecting public entities have tripled over the past three years– from large municipalities to small communities, every city in America is vulnerable! https://www.iamagazine.com/markets/read/2019/10/14/5-cyber-liability-mitigation-tactics-for-public-entity-clients


Ransomware: Although we’re still seeing lots of ransomware attacks, we’re also seeing ransomware deployed to cover up or distract attention from other kinds of cyber mischief and data-destroying malware posing as ransomware

Data Breaches:  We still see a steady stream of good old-fashioned data breaches, many with low-tech fact patterns like the loss or theft of hardware and paper records.

Remote Desktop Protocol (RDP) – If you have any kind of Help Desk, or function that allows IT to remote into your system, this is exploitable and could be a vulnerability.  

Social Engineering Fraud: Over the last 12 to 18 months we’ve seen a significant increase in claims that involve deceptions with the intention of tricking the victim into sending a payment to a fraudulent address.  These scenarios frequently involve credential theft, which is the theft of user name and passwords, that allow a cyber criminal to log into a user’s cloud-based email account and impersonate the user.  These scenarios also frequently involve high-value transactions like the purchase of cars or real estate.

Accumulation – difficult to determine and quantify.  One example of accumulation is when you have Personally Identifiable Information (PII) records that are sold, stolen, or obtained through a breach.  Those records can then be sold, over and over again.  So it will be difficult to determine the impact of that exposure.  It will take time for the industry to wrap our arms around accumulation for pricing, underwriting and coverage. 

To help manage your risks, consider the following: 
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Staff should know the process for reporting lost/stolen hardware and records
Need to define what records should be reported
Your policy should specify those containing sensitive material like PII. 

Continue to remind staff about email security. 
Clicking on links
Checking who the email is from 
Not providing sensitive information 

Consider adopting multi-factor authentication…..
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Multi-factor Authentication – 
Usually a two-factor authentication, meaning you have to present two or more pieces of evidence to get in.  
Like a password, then you get a code texted to your phone # to confirm it’s you.  
For our work email, we have to authenticate every few days. First with thumb print and then with password.  
this is especially critical as we go more mobile 
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Discuss Remote Access with your IT staff to learn about potential vulnerabilities.  Using a Virtually Private Network (VPN) can mitigate your risk, especially if you are using a multi-factor authentication process.  
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Before closing, I wanted to remind you of a few risk management practices that span what we’ve discussed today.  

First off, the importance of current policies and procedures and training to them for all clients.  They should be reviewed by legal counsel at least every two years.  There are a lot of changes in the law enforcement space, especially around the use-of-force and with the changing sex abuse landscape.  Therefore, regular legal review is recommended. 

It is also recommend to have training to those standards established within your policies and procedures and enforcing that actions are in line with set standards.  
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© Copyright 2019 Munich Reinsurance America, Inc. All rights reserved. "Munich RE" and the Munich Re logo are internationally protected
registered trademarks. The material in this presentation is provided for your information only, and is not permitted to be further distributed
without the express written permission of Munich Reinsurance America, Inc. This material is not intended to be legal, underwriting, financial, or
any other type of professional advice. Any descriptions of coverage reflected in this presentation are meant to be general in nature and do not
include and are not intended to include all of the actual terms, benefits and limitations found in an insurance policy. Only the insurance policy will
form the contract between the insured and insurance company, and governs in all cases.
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