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Historic Growth In Captive Use

Growth in numbers and premiums

Over the last two years, a To date 2020 and 2021
worldwide pandemic, paired with a

difficult insurance market, has
presented some of the most

complex challenges to risk ~N

managers perhaps in our lifetime. ’

captives under new captives
management

As risk managers look to utilize

every solution available to address $3 4 B
these unprecedented challenges,
s > +$8B =
captives have become a valuable over 2021 . .

risk management tool to more in premium for

organizations than ever. in premium new formations
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Insurance Market Pricing Index Changes

Organizations turn to captives when commercial insurance
becomes expensive or too difficult to obtain
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What Coverages Are New Captives Addressing?

Non-traditional lines of business

Third-party business*
Terrorism

Medical stop loss
Cyber liability

Business interruption

D&O

* (contractor/vendor programs, extended warranty)

@ Marsh Percentage is based on the newly formed ~200 captives



What Coverages Are New Captives Addressing?

Traditional lines of business

o Medical
malpractice
44%
Casualty
(AL, GL, WC)
7%
36%
Property Professional
liability

@ Marsh Percentage is based on the newly formed ~200 captives



Number of Captive Formations By Industry

Challenged industries looked to captives

%
6%
Automotive

O
1]

29%

Financial
institutions

o
10%

Health care

Transportation

@ Marsh Percentage is based on the newly formed ~200 captives



Types of Captive Structures

Protected cell captives are more popular than ever

60% =zt 18%

Known as protected cell companies (PCCs), segregated portfolio companies (SPCs), segregated account
companies (SACs), or incorporated cell companies (ICCs), cells can be easy and quick to set up.

« Property, professional liability and general liability were the top 3 coverages written in cell facilities
formed in the last two years.
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Who Is Forming Captives?

Captives provide value to a wider range of organizations

Deviating from traditional parent company make up, smaller and mid-size organizations
are forming more captives.

Private vs. Public Captive Size in Gross Premiums

9% Parent Companies

Parent Company Revenue

New
New Formations 7% 15% g%
mess than $500M $500M - $1B m3$1B -$5B m$5B+

New Formations All Clients

49% o1%

All Clients 50% 23% 27%
41%

m Under $5M Gross Premium
mPrivate  ®Public $5M-$20M Gross Premium
m Greater than $20M Gross Premium
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Who Is Forming Captives

North American companies formed the majority of captives

60%

North
America

1%
Latin America

1%

Caribbean

& Marsh

2% P

Middle East

8%

Australia

Percentage is based on the newly formed ~200 captives
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Domicile

US domiciles dominate in new captive formations

1%

United States &

~ -
s
=

9%

Cayman
Islands
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12%

Singapore

Percentage is based on the newly formed ~200 captives
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What to Consider for Captives in the Future

Our panelists’ predictions

What do you see as the next trend in captives for 2023 and beyond?
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Captives Supporting ESG Strategy

How captives are supporting across all aspects of ESG

Environmental Social Governance

« Captives can provide coverage for « EB captives are supporting the « A captive provides governance
“Energy Transition” risksas execution and delivery of diversity, and a transparent risk transfer
capacity shrinks in the commercial equity, and inclusion (DEI) vehicle for ESG related risks that
Insurance market. strategy as a mechanism to: are uninsurable in the

- Captives can offer nature-positive . SN commercial market.
insurance lines of coverage - SMENIAS SEE! :
remediation financial assurance coverages across + Captives themselves are
policies; insuring company owned geographies. increasingly required to comply
land for conservation/preserving _ with ESG reporting and
biodiversity; restoration of land * Provide coverage not compliance requirements in local
after storm damage. available in some locations domiciles.

_ (e.g.; maternity benefits)

 Alternative structures such as _ « Captive mechanism can be used
protected cells and Insurance * Remove exclusions (e.g.; to support parent ESG strategy.
Linked Securities can provide suicide, neo natal)
arms length risk structures and
access to alternative forms of  Captive surplus can be used to
capital. support sustainable investment

* The captive outsourced serving fsl’j;a‘;ggy — Investment in green

model is environmentally friendly.
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Questions?

Thank you for attending our webinar.
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are intended solely for the entity identified as the recipient herein (“you”). This document contains proprietary, confidential
information of Marsh and may not be shared with any third party, including other insurance producers, without Marsh'’s prior written consent. 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, accounting, tax, 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. 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 with regard to the Marsh Analysis or to any services provided by
a third party to you or Marsh. Marsh makes no representation or warranty concerning the application of policy wordings or the financial condition or solvency of insurers or reinsurers. Marsh makes no assurances regarding the availability, cost, or
terms of insurance coverage. All decisions regarding the amount, type or terms of coverage shall be your ultimate responsibility. While Marsh may provide advice and recommendations, you must decide on the specific coverage that is appropriate
for your particular circumstances and financial position. By accepting this report, you acknowledge and agree to the terms, conditions, and disclaimers set forth above.

Copyright © 2022 Marsh Management Services Inc. All rights reserved. MA22-16217
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