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Introduction
Methodology

« The Head of Damage analysis uses the following definitions to split the data into
layers:

*  Only settled claims are used.

«  The heads of damage on each claim are assigned to the layer containing the total settled
cost of the claim (indexed at 7% to 2010).

«  For example, if a claim settles at £75k then each head of damage will be allocated to the
£50k to £100k layer and nothing will be allocated to any other layer — as with a Type 2
definition.

* We have the following definitions for Settled Average Costs:
«  Settled Average Cost of Legal Fees uses total settled claims;
«  Settled Average Cost of Non-Legal Fees uses total settled claims;

«  Settled Average Cost of Legal Fees on Legal Claims uses settled claims with some legal
fee payment.
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TPl Capped - <100k

Settled Average Cost of Legal Fees
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TPl Capped - <100k

Settled Average Cost of Non-Legal Fees
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TPl Capped - <100k

Settled Average Cost of Legal Fees on Legal Claims
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TPI-0to 1k

Proportion of Claims with Legal Element
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TPI-0to 1k

Settled Average Cost of Legal Fees
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TPI-0to 1k

Settled Average Cost of Non-Legal Fees
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TPI-0to 1k

Proportion of Legal Fees to Total Cost
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Settled Average Cost of Legal Fees on Legal Claims
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TPI - 1k to 10k

Proportion of Claims with Legal Element
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TPI - 1k to 10k

Settled Average Cost of Legal Fees
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TPI - 1k to 10k

Settled Average Cost of Non-Legal Fees
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TPI - 1k to 10k

Proportion of Legal Fees to Total Cost
Layer 1k to 10k
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TPI - 1k to 10k

Settled Average Cost of Legal Fees on Legal Claims
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TPI - 10k to 20k

Proportion of Claims with Legal Element
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TPI - 10k to 20k
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TPI - 10k to 20k

Settled Average Cost of Non-Legal Fees
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TPI - 10k to 20k

Proportion of Legal Fees to Total Cost
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TPI - 10k to 20k

Settled Average Cost of Legal Fees on Legal Claims
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TPI - 20k to 50k

Proportion of Claims with Legal Element
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TPI - 20k to 50k

16,000

14,000

2,000

0,000

8,000

6,000

Settled Average Cost of L egal Fees
D
[=)
o
o

2,000

Settled Average Cost of Legal Fees
Layer 20k to 50k

2006

2007

1 4 7 1013 16 19 22 25 28 31 34 37 40 43 46 49 52 55 58 61 64 67 70 73 76 79 82
Development Month

Annual Percentage Change
11-12: -4.2% 10-11:-0.1% 09-10: 6.4% 08-09: 13.7% 07-08: 11.9% 06-07:

2008
— 2009
2010
2011
2012

e

Mol

3

|
iﬁ%
£

Y
S A

AN

Institute
and Faculty
of Actuaries

04 October 2013

34



TPI - 20k to 50k

Settled Average Cost of Non-Legal Fees
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TPI - 20k to 50k

Proportion of Legal Fees to Total Cost
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TPI - 20k to 50k

Settled Average Cost of Legal Fees on Legal Claims
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