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» Practical captive techniques to support your organization.

* The Future: Pandemic and a captive’s role in the response.
¢ Summary of next steps.
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Practical Captive Techniques to

Support Your Organization




Investment Strategy:

Freeing Up Cash to Support the Parent Organization

Practical Captive Techniques
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Capital and Surplus Optimization:

Total cash and investments in all e Total capital and surplus across all captives is
captives under management is $113 billion.

US$203 b"!"?”- o _ « Marsh can advise on capital and surplus
Over $70 billion is invested in optimization.

intercompany loans or deployed in « Opportunities for surplus:

other intercompany investment
strategies (more than $2.6 billion in
loans since March 2020). -

Loans to parent (demand/installment).

Other cash-generating intercompany
investments: -

- Securitize trade receivables. -
- Invest in parent’s real estate.
- Invest in ownership of affiliate.

Dividends back to parent.

Premium reduction/financing via
holidays/discounts.

Payment for risk consulting projects.
Funding for loss control initiatives.

Additional unencumbered amounts
for loans.
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How to Possibly Increase Available Surplus?

» Discount loss reserves.

e Targeted actuarial study.

¢ Ratio analysis.

e Claims inventory workouts.

e Commutation to policy holder (parent).

¢ Novation and Transfer (LPT) to third-party run-
off market.

¢ Reduce risk/exposure (e.g., reinsurance).
e Wind up captive?




Captives Covering Pandemic and Other Lines Most Impacted by COVID-19
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Communicable
disease coverage
already provided by a
number of global
captives.

Various triggers.

Variety of limits, self-
insured retentions and
deductibles.

growth of 100% for
supply chain risk.

92% premium growth
in captives writing
business interruption
(BI) in one year.

Many policies
extended to provide
communicable
disease coverage.

growth in captives

writing surety is 76%.

One year premium
growth in trade credit
of 76%.

Surety and trade
credit insurance
markets likely to be
impacted long after
Covid-19.

growth is 100%.

Non-ERISA coverage
in US so can be
written in a captive
relatively easily.

Can be reinsured by a
non-US captive.




The Future: A Captive’s Key Role

In the Pandemic Response




How Do You Insure Pandemic Coverage In A Captive?
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Summary of Next Steps
Right Now

« Contact your captive manager and discuss with your regulator:
— Regulator steps taken to accommodate crisis such as extension on filing dates.
— Holding board meetings virtually.
— Flexibility of regulators.

» Discuss your investment strategy, capital, and surplus:
— Loans and intercompany investments vs. dividends.

* Review of current captive policies:
— Bl policies: for example, can claims be paid?

» Strategies to plan for the future.



Coming Next: Pandemic Solutions and Employee Benefits for Captives

1. Pandemic products to be launched by Marsh Captive Solutions:
— Hear more during an upcoming 20-20-20 webcast!

— Coordination with data and analytics insure-tech that will complete a
detailed assessment.

— Marsh Captive Solutions’ structure, limit, aggregate, deductibles, and
drafts policies.

— Access to reinsurance for captive net protection.

— Greater capacity likely to exist in the reinsurance market than the
primary insurance market in the future.

2. Employee Benefits response to pandemic:
— Coming soon!
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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.
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