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Captive developments
against a changing and
more digitised risk
landscape
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SOVOS

Oana Popescu

Head of Captive Practice

Sovos

Oana Popescu is Head of the Captive
Practice Sovos FiscalReps. Graduating
with a Finance degree, Oana joined the
company in 2015, from IBM, as a
European IPT Specialist she now leads
the captives team and helps captive
insurers with their insurance premium
tax compliance.

Charles Winter
Head of Risk Finance & COO

Aon

Charles has 29 years’ experience in the
insurance sector and has worked for Aon
for over 20 years. With 20 years of
experience in risk consulting, Charles
takes an active senior advisory role for
major clients. Previous roles have been in
corporate broking and underwriting.

Emma Sansom
Head of Captive Services UK

Zurich

Emma has 18 years’ experience in the
industry. Emma has led Zurich’s UK
Captive team based in London since 2017
and is responsible for developing Zurich’s
Captive fronting, ART and other Risk
Sharing solutions for domestic UK
customers as well as international
customers coming into the London
market.
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Agenda

Captive Market

Changing value of
Captives

Captive Innovations
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SOVOS
State Of The Market

Top five reasons for setting up a captive

Control of
programme: Lot oo
59"

TOTAL CAPTIVES WORLDWIDE

6,851
6,739 6,700

5 5 % 53 oy

SUIE — Aon Capte Bonchmarking Suney 3012

6,337

5,831 Lines of business written
B
Interruption
2011 2012 2013 2014 2015 2016 2017 2018
General £ Public @
Liahility

'Restated

Source: Bl survey
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SOVOS
State Of The Market

TOP 5 NORTH AMERICAN
OFFSHORE CAPTIVE DOMICILES

Ranked by number of captive licenses at year-end 2018

Rank Domicile

Lo

CANADA

0.8%

pr 1 Bermuda
EUROPE &~

2 Cayman Islands

ASIA 3 Barbados
— .
4 Anguilla
NORTH ; = 2. H % :
AMERICAN 5 Nevis
OFFSHORE 'Restated.

Source: Bl survey

TOP 5 ASIA-PACIFIC
CAPTIVE DOMICILES

00.3%

Rank Domicile
L Source: Bl suney J 1 S|nga POI’e
Percentage of total captives per region 2 Labuan
3 Micronesia

4 New Zealand
5 Australia

! Restated. 2B/ estimate.
Source: Bl survey

Aon UK Limited
Proprietary & Confidential

2018

711
674
276
165
155

2018

72
48
25
o
7

2017
739
669
266
188!
151

Ranked by number of captive licenses at year-end 2018

2017
69!
43
22

&2
52

TOP 5 EUROPEAN
CAPTIVE DOMICILES

Ranked by number of captive licenses at year-end 2018

Rank Domicile 2018 2017
1 Guernsey 206 217
2 Luxembourg 198 204!
S Isle of Man 103 109
4 Dublin 78 83
5 Sweden 421 441
'Restated.

Source: B survey
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IPT Scene Setting

Considerations

Location of risk
Rates & Application
Tax base

Who pays the tax?
Fiscal Representation

Bureaucracy

Tax point date

Deadlines

Languages

Europe

25+ territories
70+ Indirect taxes

500+ filing deadlines

Implications of non
compliance

P&L impacts

Fines and penalties
Reputational risk
Authorisations

Corporation tax
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IPT Trends

Increased Reporting Requirements

Increased Audit Activity

SOVOS
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Developments in the captive world

Changing nature of Risk

Emerging & developing covers

Hard vs Soft Market

Collateral Considerations

Alternatives to Captives

E (=) () ) ()
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SOVOS

Developments in the captive world

CAR Professional Indemnity | | Onshore Property
PTL 0% 1% 1% Offshore Property

0% 3%

Employment Practices -
Liability Accident

0% \ -
Engineering Lines
1% . .
° Commercial Crime
Q,

Financial Institutions 1%

0%

Marine Cargo
3%
General L_Iablhty Property
14% 58%
Motor

10%

Fine Art & Specie
4%

Worker Injury
4%

26

25

24

23

2.2

Average No. Cessions by Captive
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SOVOS

Developments in the captive world

Count of Cessions by LoB

30
25
20
. I II II
10
5
Property Worker Fine Art & Motor General Marine Financial Engineering PTL Employment CAR Various  Professional Onshore Offshore Accident Commercial
Injury Specie Liability Cargo Institutions Lines Practices Indemnity Property Property Crime
Liability
W 2016 m2017 2018
Zurich EB Captive Customers

25 - 21

20 - 16 17

15 - 12 13

10 - . 6

5 - 1 2

0 T T T T T T T 1

2009 2010 2011 2012 2013 2014 2015 2016 2017
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Developments In the captive world

Collateral type as a proportion of the portfolio
120%

2014-6,2%
100%

80%

2015-6,2% 2016-7,4%

2017-8,7%

2018-9,6%

Surety Bonds: after initial
Increase in popularity,
restricted capacity in the
market means a slight shift
back to LOCs

80%

2014-6,77%

2015-6, 83% 2016-7, 74% 2017-8, 75% 2018-9, 76%

40%

20%

2016-7,16%

2014-6,16% SNTTRTT 2017-8, 14% 2018-9, 13%

2014-6 2015-6 2016-7 2017-8 2018-9

0%

mLOC wPG mSIA mST mSurety mEscrow
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SOVO0S ]
Practical Developments

Pure financial case less strong

Low Interest Captive asset classes
Increased Governance / operational impacts
i Rate
Scrutin . Return funds to parent
¢ BEPS Environment

Brexit

—

[ Substance becoming more important

US Tax Reform - not new but still important
External Impacts
IFRS 17

Insurance market change

—

Aon UK Limited Am

Proprietary & Confidential Empower Results®
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SOVOS

Developments in the captive world

Structural
optimisation

Changing
Requlatory

Landscape

Value Add

Increasing
Sophisticatio
n

Sustainable
and engaging

Central

control
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SOVOS
Indirect Tax Compliance Landscape Evolution

Aggregated Data Transactional Data Real-Time
elnvoicing  eReceipt
(B2B) (B2C)
()]
(7]
(7]
Q
O
= eLedger
a g
* .
g eAccounting
= epe N
-5 eFiling
= Reporting |
S
o
o

Financial risk Reputational risk Operational risk

Tax Authorities Control

AON @ zurich
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SOVOS
IPT & New Insurance Products

1 3

Law Insurance Policy Wordings

2

* \What does the contractual

* What does the law say? * [sit actually insurance?
agreement say?

AON @ zuricH
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SOVOS
Growth Areas

What's actually happening regarding Cyber in captives....?

Headline Numbers Variance of Coverage Options Top 5 Industries
o 5
Beyond crisis & liability, what coverage? » Healthcare
70%
. . 63% » Energy
60% . . . .
Captives Writing Cyber s2% » Financial Institutions
50%
» Food & Beverage
o » Life Sciences
Growth in GWP o s
20% 15% _
11%
-lnall
. . 0% Projected Growth
Incubatlng Cyber R|Sk Business Property Product  Bodily Injury  Supplier  Regulatory " G

Interruption  Damage Liability Failure

» Projection of +20% of captives
writing cyber within 5 years

Premiums determined by » Leveraging increased capacity for

market priCing Cyber & Captive Participation Rationale innovative coverage grOWth

» Shiftin asset value from tangible

Captive Rationale

Claims Process N 227

26% ) to intangible via digital

Market Access G 225 . . .
Captive Owners currently| ... o transformation will be a key driver
reserving for a cyber loss Swateic ik Too TSI 0%

b R 5%
Praeran s R 37
Coe oo DR 57

0% 5%  10% 15% 20%  25% 30% 35%  40% Am @ ZUR]‘ H
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SOVOS
Growth Areas

P

— Route to parametrics

\Weather

Importance of
Non-Physical

Assets

Aon UK Limited
Proprietary & Confidential

Aggregator for integrated programme

P

Bursaries

SVSIESHIEIEIEN — IFRS 19 responses

|_Litigation funding

/TDhysicaI assets 83% of market cap in 1975 down to 16% in 2015

Cover for intangibles

People risks — EB, Pension

—

AON

Empower Results®
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SOVOS . .
Developments in the captive world

Innovation in Fronting

Goal of a Global fronting programme has not changed:

A valid, enforceable international programme meeting the customer’s needs and aligned globally
with insurance requlatory laws and tax requirements.

Coverage Compliance Control Cost Consistent

_\Q’_

@

Instant Access Transparent Insights AON @ zuricH
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Developments in the captive world

Al - COGNITIVE COMPUTING ROBOTICS

API BLOCKCHAIN
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SOVOS

Developments in the captive world

International Commercial Insurance

GLOBAL COMPLEX RISK &
REGULATION LANDSCAPE

=S o o ®g
CORPORATE 'l"'l' 'l"'l‘ CAPTIVE

CUSTOMER

RISK & INSURANCE MANAGEMENT

: Placement &
Data Collection Underwriting m

Settlement

§ P - P - ’
—— ——
e®q e®9 e®9 e®9
W 1 ) 1 ) 1 )
INSURER BROKER REINSURER REGULATOR
(FRONTING)

DELIVERED BY ONE GLOBAL PLATFORM

IPS — INTERNATIONAL

PROGRAM SYSTEM
Global administration platform @
connecting the entire Zurich _—
network.

CENTRAL POOLING &
REINSURANCE
All Captive policies/risks are

pooled (reinsured) as basis for
cash flow with Captive.

CUSTOMER,
BROKER

SYSTEMS &
PLATFORMS

ZURICH
GLOBAL
PLATFORM

ZURICH
ENTITIES &
PARTNERS

API - DIRECT
INTEGRATION
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