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Disclaimer
This presentation of Trean Insurance Group, Inc. (the “Company”) contains forward-looking statements as that term is defined in the Private Securities Litigation Reform Act
of 1995. Forward-looking statements include statements that are not historical or current facts. These statements may discuss the Company’s net income, cash flow,
financial condition, impairments, expenditures, growth, strategies, plans, achievements, dividends, capital structure, organizational structure, market opportunities and
general market and industry conditions. You can identify forward-looking statements by words such as “anticipate,” “estimate,” “expect,” “intend,” “plan,” “predict,” “project,”
“believe,” “seek,” “outlook,” “future,” “will,” “would,” “should,” “could,” “may,” “can have,” “likely” and similar terms. Forward-looking statements are based on management’s
current expectations and assumptions about future events. These statements are only predictions and are not guarantees of future performance. Forward-looking
statements involve risks and uncertainties that could cause actual results to differ materially from those in the forward-looking statements, if the underlying assumptions
prove to be incorrect or as the result of risks, uncertainties, and other factors, including the impact of the COVID-19 pandemic on the business and operations of the
Company and our policyholders. Other factors that may cause such differences include the risks described in the Company’s filings with the U.S. Securities and Exchange
Commission (the “SEC”), including its Quarterly Report on Form 10-Q for the quarter ended September 30, 2020. These forward-looking statements speak only as of the
date of this presentation. Except as required by applicable securities laws, the Company disclaims any obligation to update or revise any forward-looking statement,
whether as a result of new information, future developments, changes in assumptions or otherwise. You should not place undue reliance on the forward-looking statements
contained in this presentation.
All future written and oral forward-looking statements made in connection with this presentation attributable to the Company or persons acting on the Company’s behalf are
expressly qualified in their entirety by the above paragraph.
Filings with the SEC
The Company’s filings with the SEC can be accessed through the “Investor Relations” link on the Company's website, www.trean.com. The Company’s filings with the SEC
can also be accessed through the SEC's EDGAR Database at www.sec.gov (EDGAR CIK No. 0001801754).
Non‐GAAP Financial Measures
Within this investor presentation we present certain financial measures, including adjusted return on equity and adjusted net income, which are "non‐GAAP financial
measures" as defined in Regulation G pursuant to Section 401 of the Sarbanes‐Oxley Act of 2002. A reconciliation of such non‐GAAP financial measures to our most
directly comparable GAAP financial measures is included in the attached appendix. Management believes that these non‐GAAP financial measures are important to the
Company's investors, analysts and other interested parties who benefit from having an objective and consistent basis for comparison with other companies within our
industry. Management further believes that these measures are more relevant than comparable GAAP financial measures in evaluating our financial performance.
These measures should not be viewed as a substitute for those determined in accordance with GAAP. Reconciliation of these measures to their most comparable GAAP
financial measures are included in the appendix to this presentation. They are also included in our most recent earnings release available in the “Investor Relations”
section of our website at www.trean.com.

Trean at-a-Glance
o Established, growing and highly profitable company providing products and services to
the specialty insurance market

o Historically focused on underserved specialty-casualty markets, such as small account
workers’ compensation and other small- to mid-sized programs where there is limited
competition
o Provide specialty casualty insurance products through our Program Partners and our
Owned MGAs
o Provide Program Partners with a variety of services, including issuing carrier services,
claims administration and reinsurance brokerage services
o Multi-service value proposition drives deep integration with Program Partners and
generates greater and more diversified revenue streams
o Business philosophy and stringent selection criteria leads to long-term and carefully
aligned relationships with Program Partners
o Differentiated in-house claims management leads to lower claim costs and quicker
settlement of claims
o Disciplined underwriting and risk management across organization
o Business model and efficient capital structure have supported ability to scale and provide
consistent recurring fee-based revenues that complement profitable underwriting

29.8%
Gross written
premiums CAGR1

20.8%
LTM Adjusted RoTE2

14 product lines
licensed in 49 states
and D.C.

Rated “A”
by A.M. Best3

Source: Company financials; 1 For years ended 2015-2019; 2 Represents annualized adjusted return on tangible equity for LTM as of September 30, 2020; 3 Upgraded from A- (Excellent) to A
(Excellent) in May 2019
Adjusted return on tangible equity is a non-GAAP financial measure. See appendix for a reconciliation to the nearest GAAP financial measure.
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Diversified Approach Drives Growth

2019 Gross
written premiums:
$411 million

Product

83% workers’ compensation / 17% other lines

Channel1

64% owned MGAs / 35% Program Partners

Geography

2019 Workers’
compensation
gross written
premiums:
$340 million

Industry3

49% California / 14% Southwest2 / 9% Michigan /
28% Other states

34% construction, 11% agriculture, limited
exposure to retail or hospitality

Hazard group

Broadly diversified by hazard group

Note: Financial information as of December 31, 2019; 1 1% State insurance pools; 2 Southwest includes Utah, Arizona, and Nevada; 3 Excludes ~$4 million of
unmapped premiums
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Successfully Driving Growth
Proven track record of maintaining a profitable and growing specialty casualty business

Meaningful growth in gross written premiums in the past 5 years

2015-2019 CAGR 29.8%
Gross written premiums ($ millions)

2015

2016

2017

2018

2019

LTM1

$145

$236

$322

$357

$411

$448

o 2015 – sold an equity stake to Altaris to take advantage of growth opportunities
o 2017 – acquired American Liberty Insurance Company (“ALIC”), a former Program Partner

o 2018 – acquired 45% of Compstar Holding Company LLC (“Compstar”) and all of Westcap

Insurance Services, LLC (“Westcap”); acquired remainder of Compstar in July 2020
o 10+ year relationships with ALIC, Compstar and Westcap prior to acquisitions
o Acquired 7710 Insurance Company in October 2020
o Year-to-date as of September 30, 2020, nine Program Partners added
4
Note: 1 LTM as of September 30, 2020

Financial Outperformance
Strong top-line growth

High returns

Growing earnings

Gross written premiums ($ millions)

Adjusted return on tangible equity (%)1

Adjusted net income ($ millions)1

27.7%
$33.2

$33.0

2019

LTM
Q3'20

$447.7
23.5%

$411.4
22.2%

20.8%

$357.0
$322.1

$22.2

18.0%
$17.8

$236.3
12.7%
$12.1
$144.9
$7.9

2015

2016

2017

2018

2019

LTM
Q3'20

2015

2016

2017

2018

2019

LTM
Q3'20

2015

2016

2017

2018

Source: Company financials
1 Adjusted net income and adjusted return on tangible equity are non-GAAP financial measures. See appendix for a reconciliation to the nearest GAAP financial measure
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Investment Highlights

1

Expertise / focus in underserved specialty casualty insurance markets

2

Multi-service value proposition for partners

3

4

Superior in-house claims management

5

Significant fee-based income and efficient capital structure

6

7
8

Selectively adding Program Partners – long-term relationships

Disciplined risk management
Entrepreneurial, cycle-tested management team
Proven and sustainable growth strategy
6

Expertise in Underserved Specialty Casualty
1 Insurance Markets
Small
competitors
Specialty risks that
require expert handling

~

Large
competitors



Broad licensing authority





“A” rating by A.M. Best1





Infrastructure and
capability to service
longer-tailed risks

~



Focus on small- to midsized programs





Focus on small accounts





Ability to partner with
entrepreneurial partners





1 Upgraded

from A- (Excellent) to A (Excellent) in May 2019
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Trean


Significant experience in workers’ compensation and
other specialty lines


Licensed nationally across the U.S. and multiple
product lines



Specialty expertise in underwriting, loss control,
claims, and customer knowledge


Target <$30 million at inception


~$19,000 average workers’ compensation premium
per policy



1 Thoughtful Approach to Targeting Markets and Partners
2018–2019 workers’ compensation average combined
ratio
o Target accounts that offer greater risk-adjusted returns
− Small accounts

− Accounts with high experience modification factors that

Loss ratio

Expense ratio

Loss ratio

Expense ratio

87.0%

underwriters assess to be attractively priced for the

76.6%

potential risk

29.1%
o Underwrite risks across a variety of hazard classes, while

23.9%

avoiding potentially catastrophic risks
o Leverage claims capabilities to settle claims quickly at

lower aggregate costs

52.7%

o Lower net expenses through providing Program Partners

57.9%

additional fee-based services and from use of
reinsurance
Industry1
Statutory
Source: Company filings, S&P Global; Financial; Note: Financials for years ended December 31, 2018 and December 31, 2019; 1 Industry data based on statutory
financials
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2 Multi-Service Value Proposition for Partners
o YTD through September 30, 2020, retained 23% of gross written

premiums across 8 lines1

Provide underwriting capacity

o In 2019, retained 21% of gross written premiums across 8 lines1
o 9 Program Partners added year-to-date through September 30, 2020,

with less than 5% of gross written premiums retained

Issuing carrier / “fronting” services

o Access to A.M. Best “A” rated carrier2
o Licensed across multiple products in 49 states and D.C.

o Actively manage claims for Owned MGA businesses and select Program

Claims administration

Partners that underwrite workers’ compensation insurance
o Currently average 80 open claims per claims adjuster vs. industry

average of 125 open claims per claims adjuster3

Reinsurance brokerage services

o Provide reinsurance placement, servicing and renewal services

nine months ending September 30, 2020 and for the year ended December 31, 2019; 2 Upgraded from A- (Excellent) to A (Excellent) in May 2019; 3 Per 2019 Workers’ Compensation
Benchmarking Study by Rising Medical Solutions
1 For
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Selectively Adding Program Partners
3 Long-term, Aligned Relationships
New opportunities
Reinsurance
brokerage services

Referrals from existing
Program Partners
Stringent selection criteria

Pre-screening

Collect and analyze data relating to the
organization’s operating, underwriting,
financial and biographical information

Detailed due diligence

Decline ~90% of opportunities through prescreening and due diligence
Partners retain meaningful risk

Carefully aligned
program design

Establish stringent underwriting and
collateral requirements upfront
Disciplined ongoing controls

Ongoing
monitoring
and controls

Regular underwriting, claims, and
accounting audits

Long-term, highly
profitable
partnerships

Average Program Partner relationship of
over 8 years1

10
1 As

of December 31, 2019, excluding Program Partners added in the prior two years

3 Trean’s Target Program Partners

Small- to mid-sized books of
business (less than $30
million of annual gross
premiums at the inception of
the relationship)

Operate in markets where
distinctive expertise,
multi-service offering and
market relationships can
be leveraged to create a
competitive advantage

Ability and willingness to
assume meaningful risk
participation in the program

Track record of
underwriting success
supported with credible data

Collaborative,
entrepreneurial
management team
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Proven ability to administer
the program pursuant to
agreed-upon underwriting
and claims guidelines

Willingness and ability to
control the structuring
and placement of
reinsurance

4 Superior In-House Claims Management
Provide an injured employee high-quality medical care as quickly as possible to
reduce pain, accelerate healing, and lead to faster and more complete recovery

Once injured employee has healed, aim to fully settle the claim and obtain full and
complete release of the claim at the earliest opportunity

Commitment to delivering the best claims process exemplified by expertise of our
claims administration department, who average 16 years of industry experience

Currently average 80 open claims spread across adjusters – 36% lower than
industry average of 125 open claims per claims adjuster1

Personal, high-touch approach expected to decrease likelihood of lengthy and
costly litigation

1 Per

2019 Workers’ Compensation Benchmarking Study by Rising Medical Solutions
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4 High-Touch Approach Drives Effective Outcomes
Better claims outcomes
Average medical costs incurred per
claim vs. California average1
(in thousands)

Quicker claim
inventory reduction
Percentage of indemnity claims
closed in the next year2 vs. California
average1

Faster claim closure

4-year paid to incurred losses vs U.S.
industry average3

Trean California

Trean California

Trean

California workers' compensation

California workers' compensation

U.S. workers' compensation industry

82%

$29.5
68%

70%
38%

$10.8

2018

2018

1

2018

WCIRB, as of September 30, 2019; 2 Percentage of claims per accident year closed by the next calendar year; as of year-end; 3 S&P Global, 4-year paid to incurred losses as of 12/31/2018,
Statutory data
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Significant Fee-Based Income and Efficient Capital
5 Structure
o Lower volatility fee-based income from multiple sources including issuing carrier services, reinsurance brokerage,

and claims administration
o Ability to scale underwriting business by ceding significant portion of risk to reinsurance partners
o Multi-service business model allows for more touchpoints with Program Partners and thus greater revenue opportunities

12%
LTM fee-based
revenue as

$165 million

“AA” rated

cash as of September 30,
2020

weighted average
investment portfolio

percentage of total
revenue1

Robust Balance Sheet
Source: Company filings; Note: LTM as of September 30, 2020; 1 Calculated as other revenue as a percentage of other revenue plus net earned premiums;
Trean other revenue includes management fees, brokerage fees, TPA fees, and consulting fees
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6 Disciplined Risk Management
Extensive due diligence
performed during Program
Partner selection process
o Decline ~90% of opportunities
through pre-screening and due diligence
o 5-year average loss ratio of 50.0%1,2

Comprehensive reinsurance
program
o Workers’ compensation losses

reinsured for 500-year return period
probable maximum loss, with varying
co-participations through the first $15
million

Active claims management

o Personal, high-touch approach
o Currently average 80 open claims
spread across adjusters, which is
significantly more favorable than
industry average of 125 open claims
per claims adjuster3

Active collateral management
o Nearly $1.3bn premiums ceded to

reinsurers since 2007, with no unpaid
reinsurance recoverables3

Conservative reserving

o 67% of net reserves for Losses + LAE

are IBNR3
o Favorable development of our initial

reserves for each accident year since
2012, with $26.0 million of aggregate
favorable development since 20143

Systematic monitoring and
control of Program Partners
o Highly disciplined process
o Regular underwriting, claims, and

accounting audits

o No net reinsurance exposure to unrated

counterparties
o Monthly collection and adjustment of

collateral

15
Source: S&P Global, Per 2019 Workers’ Compensation Benchmarking Study by Rising Medical Solutions; 1 For years ended 2015-2019; 2 GAAP financials; 3 As of September 30, 2020

7 Entrepreneurial and Experienced Management Team
Management team combines decades of industry experience
Selected management overview
Name

Years of industry experience

o

General Partner, Executive Vice President and director of E.W. Blanch
Company

30+

o

Director of the Health Care Insurance Facility, First Dakota Indemnity
Company and SAFE, Inc., a holding company for an accident and health
insurer

10+

o

Joined Trean in 2007 as the Controller for Benchmark

o

Vice President, Assistant Vice President and Director of Treaty
Reinsurance at Safety National Casualty Corp

30+

o

Previously served as President and CEO of Patriot Underwriters

20+

o

Vice President of Business Technology at Trean

o

Previously President of S&C Claims Services, joined Trean in September
2013 after acquisition

Andrew O’Brien
President and
Chief Executive Officer

Prior professional experience

Julie Baron

Chief Financial Officer

Joy Edler

20+
Chief Operating Officer
John Rearer
SVP Direct Underwriting

Matthew Spencer
Chief Information Officer

David Oakden
President of Benchmark
Administrators

30+

Supported by board of directors with deep expertise and commitment to the Company
16

8 Proven and Sustainable Growth Strategy
Committed to maintaining industry-leading profitability and growth



Gross written premiums ($ millions)

Grow in existing markets
$411.4

• Large target markets, with significant room to grow
$357.0

• 28.8% CAGR for programs with a 5+ year
relationship1



$447.7

$322.1
$236.3

Selectively add new Program Partners

$144.9

• Nine Program Partners added YTD in 2020
• Ensure new Program Partners share business
philosophy and returns criteria
2015



Opportunistically grow through
acquiring Owned MGAs

2016

2017

2018

2019

LTM Q3'20

Adjusted return on tangible equity2

• Eight acquisitions since 2013

27.7%

• Compstar 100% owned
22.2%

• Focus on enhancing shareholders’ returns

23.5%
20.8%

18.0%

Harness our growing capital base



12.7%

• Focus on strengthening capital base to support
increase of net retention and ongoing growth in
chosen markets and segments
2015

2016

2017

17
1 GWP
2

CAGR includes Program Partners and Owned MGAs;
Adjusted return on tangible equity is a non-GAAP financial measure. See appendix for a reconciliation to the nearest GAAP financial measure.

2018

2019

LTM Q3'20

Financial highlights

Financial Highlights
Gross written premiums ($ millions)
Other
revenue:

$7.8

$9.1

$12.4

Combined ratio (%)
Loss ratio

Adjusted net income ($ millions)

Expense ratio

Other revenue 2018 – 2019 growth: 17%

Net earned premiums

81.0%

77.3%

$33.2

$33.0

2019

LTM Q3'20

75.9%
$411.4

$447.7

$357.0
23.6%

66.6

86.5

93.0

2018

2019

LTM Q3'20

Retention
(NEP/ GWP)

18.6%

21.0%

20.8%

GWP / equity

3.4x

2.9x

1.1x

NEP / equity

0.6x

0.6x

0.2x

24.3%

30.6%

53.7%

51.6%

50.4%

2018

2019

LTM Q3'20

Source: Company financials
Note: Adjusted net income is a non-GAAP financial measure. See appendix for a reconciliation to the nearest GAAP financial measure
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$22.2

2018

Well-Managed Balance Sheet
Conservative reserves
o Set conservative reserves that are likely to develop favorably over time
o Aggregate favorable development of $26.0 million on our initial estimates since December 31, 2013
o 67% of gross reserves consist of IBNR

High quality reinsurance recoverables
o Reinsurers are fully collateralized, or rated “A-” or better
o Review collateral accounts on a monthly basis, and secured with quarterly and annual “true-ups”
o No unpaid reinsurance recoverables on $1.3 billion of ceded earned premiums since 20071

Diversified and conservative investment portfolio
o Weighted average rating of “AA”
o Weighted average duration of 3.9 years
o Tax-equivalent book yield of 2.72%

Prudent financial and operating leverage
o $401.8 million shareholders’ equity as of September 30, 2020
o 9% debt / total capital as of September 30, 2020
o 2019 NWP / average total capital operating leverage of 0.6x

Rated “A” by A.M. Best2

Note: Financial information for the quarter ended September 30, 2020; 1 As of December 31, 2019; 2 Upgraded from A- (Excellent) to A (Excellent) in May 2019
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Conservative Reserves
o Reserve Committee, in consultation with an independent third-party actuarial firm, sets conservative reserves
including bulk IBNRs
o Favorable prior-year reserve development every year since 2014
o Retain an independent actuarial firm to independently review reserves every year
o Auditor also performs an independent review of reserves every year

Favorable reserve development ($mm)

IBNR as a % of total gross reserves

Case
reserves
33%

$10.1

$8.0

$2.4

$2.2

IBNR
67%

$1.5

$1.0

$0.8

2014

2015

2016

2017

2018

2019

Sept. 30,
2020

YTD Sept. 30, 2020 total gross reserves:
$465.5 million

Source: Company financials
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Investment Highlights
o Established, growing and highly profitable company providing products and services to the specialty
insurance market
o Historically focused on underserved specialty-casualty markets, such as small account workers’
compensation and other small- to mid-sized programs where there is limited competition
o Multi-service value proposition drives deep integration with Program Partners, generates greater
and more diversified revenue streams, and has driven strong and continuous growth
o Differentiated in-house claims management leads to lower claim costs and quicker settlement of
claims, providing us with an enduring competitive advantage

o Disciplined risk management and alignment of interests across business model
o Business model and efficient capital structure provide consistent recurring fee-based revenues that
complement profitable underwriting

29.8%

20.8%

Gross written
premiums CAGR1

LTM Adjusted
RoTE2

Rated “A”
by A.M. Best3

Industry-leading Profitability and Growth
Source: Company financials; 1 For years ended 2015-2019; 2 Represents annualized adjusted return on tangible equity for LTM as of September 30, 2020; 3 Upgraded from A- (Excellent)
to A (Excellent) in May 2019
Note: Adjusted return on tangible equity is a non-GAAP financial measure. See appendix for a reconciliation to the nearest GAAP financial measure
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Appendix

Historical Financials – Reconciliation of Non-GAAP Metrics
Adjusted net income
($ in thousands)
Net income
Intangible asset amortization
Noncash stock-based compensation
Expenses associated with Altaris management fee, including cash
bonuses paid to unitholders
Expenses associated with IPO and other one-time legal and consulting
expenses
Expenses associated with purchase of outstanding voting shares of
ALIC
Expenses related to debt issuance costs
FMV adjustment of remaining investment in subsidiary
Net loss (gain) on purchase & disposal of subsidiaries
IPO bonuses and contract buyout fee
Total adjustments
Tax impact of adjustments
Adjusted net income

Nine Months Ended September 30,
2020
2019
$
82,663
$
20,628
1,154
35
307
-

Year Ended
December 31,
2019
$
31,285
46
-

Year Ended
December 31,
2018
$
19,522
28
-

Year Ended
December 31,
2017
$
16,408
28
1,600

883

1,324

1,765

1,765

1,845

829

1,292

785

$

135
(71,846)
(3,115)
11,054
(59,583)
(1,480)
21,600

$

75
(634)
1,629
(460)
21,797

$

21,600

$

21,797

$

101
(600)
2,604
(656)
33,233

$

33,233

-

$

770
75
3,423
(720)
22,225

$

385
2,013
(622)
17,799

$

22,225

$

17,799

Adjusted return on tangible equity
Numerator: adjusted net income
Denominator:
Average shareholders' equity
Less: Average goodwill and other intangible assets
Average tangible shareholders' equity
Adjusted return on tangible equity
Return on Equity

271,684
107,994
163,690
17.6%
40.60%

Source: Company financials
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117,688
2,993
114,695
25.3%
23.40%

122,873
3,000
119,873
27.7%
25.50%

96,648
1,940
94,708
23.5%
20.20%

80,590
449
80,141
22.2%
20.40%

