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Retail 2020 — A Year of Unprecedented Disruption (With 3 Months Still to Go!)

Industry Trends

29 retailers have filed for bankruptcy in
2020 so far.

Retailers across the country are expected
to close a record 25,000 stores this year.

The pandemic has encouraged and
accelerated innovation.

2.4 million retail industry jobs were lost in
March and April, with 1.7 million jobs
reinstated by August.

Nationwide protests have further upended
the industry with several major chains
opting to board up shopfronts.

Retailers are more susceptible to revenue
loss from both physical damage and
evolving consumer preferences as a result
of climate change.

The Facts

J.C. Penney, Lord & Taylor, J. Crew, True Religion, Brooks Brothers, Aldo, Neiman Marcus, Tailored Brands,
and Stage Stores, among others, with more at risk.

Estimates that 20,000 to 25,000 stores could permanently close in the US this year, with 55% to 60% of those
closures in malls.

Estimated closures would more than double last year’s closures.

E-commerce orders jumped +49% in April as a result of COVID-19 and are projected to grow +20% in 2020.

Buy-Online-Pickup-In-Store (BOPIS) transactions surged +200% YoY in the first three weeks of April.

At the height of the pandemic (May 2020)...

e Warehouse clubs and supercenters employment was up +9.3% YoY, followed by supermarkets and
grocery up +3.9% and lawn/garden equipment up +2.1%.

* Men’s clothing employment was down -69.3%, followed by women’s clothing down -64.8% YoY.

Retailers have had to temporarily close additional stores, some upwards of 250 nationwide, on top of
operations already halted by COVID-19.

Hurricane: 23 named storms, 8 hurricanes, and 2 major storms have been recorded in 2020 to date.
Wildfire: Wildfire damages are estimated to be over $20 billion in direct costs this year.

Evolving Consumer Preferences: Apparel and footwear industries contribute to 8% of global environmental
impact, and the annual greenhouse gas emissions of partnering logistics companies are equivalent to that of 7
million cars. Retailers can expect consumers to favor companies that have made commitments to curb
environmental impact.
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The “New Normal” of Retall

Hunter Williams, Partner, Oliver Wyman Management Consulting
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2020: A YEAR FOR THE AGES

... and it’s only September!




PEOPLE ARE SPENDING DIFFERENTLY

Spend area
Leisure travel
Dining at restaurants (eat in, carry out, delivery)

Entertainment outside home (e.g. movies, sports,...
Other services (dry cleaning, hair cutting, repairs,...

Day-to-day transportation (e.g. commuting)
=P Clothing and cosmetics

Education and extracurricular activities

Fitness and well-being

Pro bono / Non profit organizations

-——p Household shopping (e.g., supplies, furnishings, etc.)
—p Groceries

Communications (telephone, internet, etc.)
Media (television, streaming, music, books, etc.)
Mental and emotional wellness services
Healthcare

Source: Oliver Wyman primary consumer research
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SATISFYING CONSUMERS DEMANDS NEW
CONSIDERATIONS

Employee safety Transport issues Supply disruptions Consumption shifts
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What comes

next?




2020 MARKS A TURNING POINT

Before COVID Age of disruption




LASTING TRANSFORMATIONS IN THE NEW AGE

Digitalization... at hyperspeed

Value chain reconfiguration

New archetypes for success




" HYPERSPEED DIGITALIZATION

Internet users buying grocery online
18%
16%
14%
12%
10%

8%

6%

4%

2%

0%
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: Retail Indicators Branch, US Census Bureau
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Retailer
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" SHORT TERM “VALUE SCATTER”




Direct to consumer

Brand owner/
Manufacturer

Retailer




ARCHETYPES FOR
SUCCESS
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7©2020: YEAR OF THE FULFILMENT SPECIALISTS

#° instacart c

Instacart valuation nearly doubles to $15.7bn

Grocery delivery group raises $225m from Yuri Milner’s DST Global, General Catalyst anc

Jan Feb Mar Apr May Jun Jul Aug Sep

YTD Share price ——Q0cado = FTSE100




What do you do?




WHAT WE ARE BEING ASKED BY OUR CLIENTS

How do |
get cost out
more quickly?

How do we
adjust and
guantify business
continuity
plans?

How do |
modernize my
supply chain?

Who should | be
acquiring?

When will sales
normalize based
on pandemic
trends?

Who should |
partner with?




WHAT WE HAVE LEARNED SO FAR

We are in the “long
haul” of suppression,
so treat it like a
marathon not a
sprint.

Most investments now
are going to
capabilities that will
drive long-term
growth.

This crisis makes for
especially strange
bedfellows, but
partnerships are here
to stay.

There is risk and
uncertainty for all,
but it can be quantified
and portfolio-
managed.




OUT OF DISRUPTION, PROGRESS

1939-45 - WWII 2020 - COVID-19

$9 trillion (and growing)
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Risky Business — Exposures in the
Supply Chain and Vendor Universe

Andrew Laubmeier, Vice President, Marsh Cyber Center of Excellence é
Erica Chervony, Assistant Vice President, Marsh E
. L ==
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Cyber Exposure From Non-Owned Networks

* Cyber is not a new risk to the retail industry.

N
« Itis a risk that isn't just limited to your own (3 /7
LEGAL LIABILITY TO AL LIABILITY
network. VORI risroncoms / soimiion
. . . SEPUTATION: OF CONFIDENTIAL
» Ultimately retailers are at the mercy of their w ORI
vendors and supply chain partners and their 9
network security (or lack thereof) to get products RESPOND TD A COMPUTER ATEAGK. AND NOTIEY OTHERS OF A BREACH.

into the hands of consumers.

LOSS OF REVENUE DUE TO
A COMPUTER ATTACK. )
* This is often overlooked with a focus being l\.,.\ o REGULATORY ACTIONS
placed on cardholder data protection on LLLI NS

corporate-owned systems.

LOSS OR DAMAGE TO = . CYBER-EXTORTION.

« What about your vendor and supply chain DATA/INFORMATION.
partners and their protections?

ELECTRONIC CONTENT. CYBER-TERRORISM.
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Vendors and Supply Chain: The Weak Cyber Link?

» Companies are increasingly reliant on vendors to
conduct their business — not just IT vendors, but all
vendors and suppliers

* Earlier this year, the FBI issued an alert to warn
companies of cyber-attacks aimed at their supply chains.

* 43% of organizations report “no confidence” in their
ability to prevent cyber threats from at least one of
their third-party vendors/suppliers. *

» 71% of organizations expect vendors/third parties to
improve computer and system security, but more — 84%
— require that of themselves .*

* Only 30% of organizations now use economic
guantification to measure cyber risk.*

®&» MARSH | B¥ Microsoft

INSIGHTS SEPTEMBER 2019

2019 Global Cyber Risk
Perception Survey

*Marsh Microsoft 2019 Global Cyber Risk Perception Survey
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Cyber Risk Is Shifting and So Are Its Methods and Targets

Ransomware

Phishing/Social Engineering/Business Email Compromi se
Business Interruption
DDOS
Data Breach “Mega” Breaches
2013-15 2016 2017 2018 2019 2020

* https://www.herjavecgroup.com/the-2019-official-annual-cybercrime-report/

MARSH 28



Takeaways

Your network # your organization’s only cyber exposure.

Stay abreast of vendor/supply chain cybersecurity controls and
vulnerabilities.

— Compliant with NIST framework?
— DR plan for outage of systems?
Manage vendor cyber risk through contracting practices.

Define a framework for categorizing vendors and the cyber risks
they pose.

Quantify the potential impact of a vendor cyber incident.

Develop and maintain a cross-functional vendor risk management
program.

Your vendors’ systems quickly become your problem in the event
of a business interruption event on their network.

29
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S EEEEERRR————
Marsh Supplier SelectSM

Designed to provide coverage to suppliers that do not have adequate insurance.

Underinsured or uninsured third party suppliers.
» Hard goods, especially those from overseas.
« Soft goods, local artisans.

 Incubator, up-and-coming products.

Guaranteed cost, first dollar coverage designed to protect large retentions.

Eliminates uncertainties of approving suppliers with unknown foreign carriers.

Reliable and consistent coverage terms with US based carrier — Markel.

Business enablement tool.

Alleviates burden from buying departments and concerns from risk management.

MARSH




S EEEEERRR————
Marsh Supplier SelectSM

Products liability policy.

Initial underwriting completed in advance.

Suppliers apply on Bluestream platform to subsidize the program cost.
* Onboard quickly and efficiently.

» Insights and analytics from data lake — Block Chain technology.

» No additional fee for digital platform.

Optional insurance verification feature.

Non-compliant supplier applies = provided instant quote - purchases - certificate issued.

R @ -;; | > ) ‘ . E i :)‘HS\
‘:;L : 1 b 7 ﬁ | -,)a,‘ @
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Insurance Verification Feature

Standard Office Supplies Vendor Program

y STANDARD

OFFICE SUPPLIEY

Action Required to Complete Your
Hardware Technician Insurance Verification

Thank you f0¢ your Fisrest in Mo SWGaR OCE Suppies vendor rOgram Our vendor
proof of types.in

your
OF0er 10 varty Mt you et Ouf vendor Quideres

- General Lisbiity insurance
- Worker s Compensation insusance
Chack Status.
it e 5 ssbaission
fa——
& evident

MARSH

O

= cTANDART
b STANDARL

Standard Office Supplies has requested information
from you

How it works
-— 1 A B ast Nat Quethone shea yoa
——
-

) Deta s securely ver fhed with officisl sources
< . . p— -

—; Eradant provedes antme i Aol poul dta
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Insurance Verification Feature

Registered Business Name and Address
Prease provide your reqlstered legal business name and business addre
L}
° ) ; = Wilson Technical Services Inc, LLC
[ B
1234 Streetington Lane, Suite 790
Orlando Fl v 12789
Pamela Halpert 407.666-2387
& evident

MARSH 34
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Insurance Verification Feature

‘ v‘ STANDARD

Q Thank you for submitting your information

Your information 4 being veriflied with officisl sources

| Wantart (s Ragptes s P—
© b B rev e wmsnl

| R R

‘What happens
‘ ® - | oma Inbox = P B B &L
S — oy e e i) \ Seascr Standard Office Supplies Vendor Program
| Your nsurance verification is
el O Sepplind st agedst RETE— yOu 10¢ yOur INErest in the
ek S v s S STANDARD
Rl baghlris

Unfortunately, you do not meet the minimum insurance

coverage requirements for our vendor program

© evoent
Your current coverage levels do nol meet our policy requIrements

General Liability Product Liabilty - $1 52, requirement

We'd 513 love 10 work with your Business, if you CROOSE 10 INCTEase YOUr COVErage 10 meet
these requirements. We panner with Marsh to offer the best rates on the levels of coverage
we require

Need insurance that meets requirements? Click below to acquire
coverage through Marsh Supplier Select

Marsh Supplier Select

Vbt ot B
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Marsh Supplier SelectSM Platform Demo

MMMMM
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Analytics, Insights, & Actions —
Understanding Workers’ Compensation Trends and
ldentifying Cost Saving Opportunities

Sri Sridharan, US Chief Claims Officer, Marsh Advisory




Workers’ Compensation
Claim Trends

Overall, workers’ compensation claim counts are down ~30% to 40%.
The expectation is that claim counts will be down 20% by year end.

Workers’ compensation industry premium volume could drop nearly 20% in the
second quarter of 2020 and will likely continue to fall into 2021 as employment
levels remain depressed.

Casualty lines generally continued to firm in the first half of 2020, amid growing
change and uncertainty as a result of the COVID-19 pandemic.

In the first half of 2020, buyers generally renewed with rate changes of between
-5% and +3%.
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Workers’ Compensation
COVID Claim Trends

* 65% to 70% of WC COVID claims are from the health care industry or first responders.

» One-third of claims have been denied for various reasons including a lack of diagnosis and/or
symptoms, refusal by claimants to be tested for COVID-19, and the fact that some claimants have
largely been working from home.

« Data from one large TPA (see below) indicates it is managing 42,770 WC COVID claims (as of
9/20/2020.)

— Few COVID claims incur medical expenses.

— Average cost of a WC COVID claim is ~$5K — depending on jurisdiction.

— Less than 5% of WC COVID claims have resulted in hospitalizations.
(Hospitalizations make up the majority of claims costs — on average $200K+.)

Top Industry Groups # WC COVID Claims

Retail 3296

Health care 19,167
Public sector 4289

Transportation 910
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Workers’ Compensation
COVID Claim Trends (continued)

* On average, WC COVID claims with medical expenses cost less than the typical lost time claim.

— Compensability of these claims is still a challenge due to difficulty in proving the virus was
contracted at work.

— The industry is seeing ~20% to 30% acceptance rate.

» Even as overall claims frequency has fallen, the mix of claims types has changed amid the
pandemic. Prior to the pandemic, roughly 21% of all workers’ compensation claims were indemnity
claims; post-COVID-19, that share increased to between 24% and 35%, according to a Marsh and
OW study of claim trends through June 30, 2020. This can be attributed to:

— No job upon return.
— Treating doctor offices closed.
— WC hearings delayed.

40



Workers’ Compensation
Legislative Changes

19 states have introduced legislation, executive orders, or
regulations affecting COVID-19 workers’ compensation
claims.

A number of these establish rebuttable presumptions that
workers in some industries and settings — including health
care — who contract COVID-19 have done so during the
course and scope of employment.

With the exception of some recent CA data, presumptions
have not caused a great spike in COVID reported claims, but
this is still evolving.

CA: SB 1159 (9/17/20) creates new rebuttable presumptions
for police officers, firefighters, and health care workers. SB
1159 also extends rebuttable presumptions to workers in
other jobs, provided that specific criteria are met. This bill
does not expire until 1/1/2023.

Additionally, SB 1159 also requires that employers report all
positive employee COVID cases, regardless if it is work
related or being pursued as a work related matter to their
claim administrator from 7/6/20 forward.

MARSH 41



Workers’ Compensation
California COVID Claim Trends

California’s WC COVID claim count is 41,861 (as of 9/21/2020).
— The count continued to grow in August by 5,130 claims — a much slower rate than in July.

WC COVID claims make up 11.2% of all CA job
injury claims reported for accident year (AY)
2020.

— 224 death claims, up from 160 reported as of
August 10, 2020.

— Retail makes up 7.6% of all WC COVID
claims in the state.

The decrease in August numbers suggests that
the peak occurred in July; CWCI now projects
48,086 WC COVID claims with January through
August injury dates, which is less than the
January through July projection from last month.

Figure 4: Total COVID-19 workers' compensation claims could
ultimately exceed the number reported to date significantly.

16,678
12320 . 11,844
I—
5,057 12,829
4313 11.25 '
3,019 —
26 149 2943| 4,155 |4783 3,943
_26_
January Fe.,ruar March April M June July August

oReported claims in California m Projected total claims
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Workers’ Compensation
Driving Optimal Outcomes

It is really important to follow all safety guidelines that have been issued by the CDC as well as state and local
governments. Following these safety guidelines can help mitigate potential exposures raised by employees.

Implement an effective reporting process and assignment

to ensure coding accuracy and efficient claim handling. [eoes n i
Benchmark your claim performance to understand the L] Claims seo
impact of the ever-changing market. ‘ R

Early identification of claims with high exposure will be ~ ==  e=m

paramount, especially with reductions in staff across some o

of the major TPAs in the industry. Resources will need to ,
be applied to those claims with the greatest potential I I
exposure. Using analytics to identify these claims needs to

be part of your claims management strategy.

COVID claims are still evolving and we are still not sure what the lasting health impact will be to those
employees that have contracted the virus. It will be of utmost importance to continue to investigate all COVID
claims reported and manage them very closely, in accordance with any state guidelines.
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BREAK

Please do not log off. We’'ll be back in 5 minutes...




“Civil Commotion Experiences and Insight”

Mike Grill, Director, Risk Management, Foot Locker, Inc.




Security and Integrity Incident Response

Managing a Transformed Risk Landscape
Readiness, Response, Recovery

Gayle Jacobs, Vice President, Political Risk, Marsh
Jason Sandler, Vice President, FINPRO, Marsh




The Convergence of 3 Major Forces Impacting Every Industry in 2020

2. Economic 3. Wide-Ranging Call

1. Global Health Crisis Disruption & for Inclusivity, Equity,
Uncertainty & Social Justice

civil unrest, commotion, misconduct, counterfeiting, fraud, corruption, and bribery. >
m corporate resilience, control processes, and internal risk mitigation resources. >
A new reality of emerging risks requiring evolved holistic enterprise risk management strategies.>

Post-incident What happens in a) Loss of value.
. the first hours or
response planning days of a crisis
alone 'fsf. no longer often makes the b) Preservation of reputation
sufficient. difference between: and competitive position.

Marsh’s proprietary security and integrity incident response solution helps companies avoid
missteps and consequences by pre-planning for threa ts — rather than solely reacting to crises.

Resulting in:

a7
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2

3

A Holistic Approach to Security and Integrity Incid

ent Management

A unique solution
that enables Prepare for, Respond to, and Recover from
insureds to:

57

Insured
Events

Can l;(;ttrrllggered < 1. Occurrence, >< 2. Suspicion, ><3. Allegation, or ><4. Imminent Threat > ;

of an
Insured
Event

Pays (directly) for _
crisis response Before, During, and
services:

After

an
Insured

)

Event

Increasing Marsh clients’ resilience to unforeseen and unbudgeted critical events.
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Security Incident Response Coverage:
Unique Limits

Continuity and
Property Risks

« Act of terrorism
Blockade

Civil commotion

Civil war

Commercial retaliation
Coup d'état
Insurrection

Rebellion

Revolution

Riot

Malicious damage
Sabotage

Occupation

Product tampering
Unauthorised property
access

War

3

Compliance,
Fraud, and
Reputation Risks

Agent misconduct
Competitor
malfeasance
Contract and
procurement fraud
Counterfeiting
Criminal facilitation
Defamatory allegation
Embezzlement
Financial statement
fraud

Internal bribery and
corruption

Malicious prosecution
Money laundering
Employee sanctions
breach

Personnel
Risks

» Abduction

» Assault

» Detention
 Hijack

» Hostage crisis
» Missing person
e Murder

» Radicalization
« Stalking
 Suspicious death
* Threat

» Workplace
violence

57 Insured Events, 4 Triggers,

Extortive
Risks

Political
Risks

* Cyber compromise » Confiscation « Blackmail
* Cyber threat » Deprivation » Boycott
* Industrial espionage « Expropriation  Bribery demand
 Proprietary < Nationalization « Cyber extortion
information theft * lllegal seizure * Extortion
» Social engineering « Kidnap
« Unauthorized
disclosure
Triggers: Limits:
1. Occurrence ,

Suspicion ,

event.

2
3. Imminent threat,
4. Allegation of an insured

or

A. Unlimited response when there is
a threat to life.

B. 60 days of coverage when there is
no threat to life.

C. Plus additional limits for
indemnification of other expenses.
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Security Incident Response Coverage: Key Points

@ Q@@ &

Proprietary version of Security Incident Response policy is only available to Marsh clients — includes several
enhancements increasing coverage breadth and decreasing cost to insured.

No retention. Can be a retention filler for other policies and can reduce the impact of an incident on other policies
— an additive offering that dovetails with a company’s existing risk transfer coverages.

“Pandemic " is not an Insured Event but fallout from pandemic is covered in many instances.
Average annual premium is ~$200,000; range is ~$90,000 to ~$500,000.

Pricing is based on the insured's annual revenue, industry sector, global headcount by location, existing crisis
management protocols, other insurance coverage, etc.

20% of premium is immediately returned to the insured as Risk Mitigation Allowance
Key stakeholders may include Risk Management, Corporate Security, Finance, IT, Compliance, and Legal.
For any industry (except cannabis); best for companies with offices or assets in multiple locations.

Hiscox has over 100 policies live globally; 18 are US based.
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How Does Security Incident Response Coverage
Work With Traditional Insurance?

Emerging
Threats
Continuity Compliance, Personnel Cyber and Political Extortive
and Property Fraud, and Risks Information Risks Risks
Risks Reputation Risks
Risks
b o e Bk Enterprise Risk Management and Mitigation Activitie s Before a crisis fully
Management : : : materializes, you can
Security Incident Response (No Retention) activate Security
T T T T T Incident Response
Retention Retention Retention Retention Retention

coverage to
proactively mitigate
critical risks.

Traditional insurance
can cover losses that
cannot be mitigated
or avoided.

Traditional
Indemnity
Insurance

¥

MARSH 51
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Retaill Panel Discussion Questions

Matylda Burghardt Spataro, Manager, Risk Management, Tiffany & Co.

Marina Cronk, Vice President, Risk Management and Safety, Williams-Sonoma, Inc.
Rob Quast, Director of Insurance & Claims, The Kroger Co.
Matt Ward, Director, Risk Management, The Home Depot, Inc.
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Retail Panel Discussion Questions

1. What do you believe to be the immediate and long-term risk management impacts of COVID-19 at your companies?

a. Are you viewing “risk” differently within the organization?

b. How have you responded from a worker (DC, store, office, WFH) and customer safety standpoint?

c. What are you experiencing in the area of liability claims and how have you modified your liability claims
strategy?

d. What changes have you made to business resiliency/business continuity plans?

2. The insurance marketplace is difficult to say the least and the pandemic has changed, for the moment, how risk
managers interact with brokers and insurers. What are some “best practices” and creative ideas/approaches you have
utilized to achieve the best renewal results possible?

3. What kind of data and analytics do you use to guide your risk management strategy and approach? How have you
successfully leveraged data and analytics to improve your program?

4. What do you believe will be the biggest risk management challenge facing the retail industry in 20217

MARSH 53



Interactive Polling

What do you believe will be the biggest risk management challenge facing the retail industry in 20217

a) Continued impact of COVID-19.
b) Difficult insurance marketplace.
c) Natural disasters (wildfires, flood, wind, earthquake).

d) Containing casualty losses, including runaway jury verdicts.
e) Political risk/terrorism/civil commotion.
f)  Cyber-attacks.




“It Begins With Me”

Alex Amonett, Global Leader of Inclusion, Diversity, and Colleague Experience, Marsh
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Closing Remarks i

Retailers, Restaurants Cannot
Ignore Social Activism

Mac Nadel, Retail/Wholesale Food & Beverage Industry Practice Leader

Check out our latest Q3 2020 Taking Stock:
Retailers, Restaurants Cannot Ignore Social Activism
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Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman.

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any individual situation and should not be relied upon as such. The information
contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party arising out
of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax,
accounting, or legal advice, for which you should consult your own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying
assumptions, conditions, information, or factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or
reinsurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of coverage are the ultimate
responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.

Copyright © 2020 Marsh LLC. All rights reserved. MA20-16029
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