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Purpose and parties
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Note: Bubble size refers to cumulative risk assumed. Not to scale.



Purpose and parties

Purpose of buying reinsurance

Reasons for Purchasing Reinsurance

Increases . Portfolio and
Stability in s, Asset
Results management

Increases Provides
Capacity Security

Taxation Cash Flow Corporate
Advantages Advantage Strategy

Spreads Risk
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Purpose and parties

Top 25 World's Largest Reinsurance Groups

2019 Ranking Company Name Domicile Reinsurance Premiums - Life & Non-Life Gross  Reinsurance Premiums - Non-Life only Gross
1 Swiss Re Switzerland $42,228 $26,095
2 Munich Re Germany $37,864 $24,742
3 Hannover Re Germany $25,309 $16,555
4 SCOR S.E. Other Europe $18,302 $8,005
5 Berkshire Hathaway Inc. Americas $16,089 $11,112
6 Lloyd's London $14,978 $14,978
7 China Re Asia-Pac $13,161 $5,218
8 Reinsurance Group of America Americas $12,150 N/A

9 Great West Lifeco Americas $10,149 N/A
10 PartnerRe Bermuda $7,285 $5,792
11 Korean Re Asia-Pac $6,963 $6,157
12 General Insurance Corporation of India  Asia-Pac $6,862 $6,735
13 Everest Re Bermuda $6,356 $6,356
14 XL Bermuda Ltd. (AXA) Bermuda $5,010 $5,010
15 Transatlantic Holdings Americas $4,946 $4,946
16 RenaissanceRe Bermuda $4,808 $4,808
17 MS&AD Asia-Pac $4,188 $4,188
18 MAPFRE RE Other Europe $3,313 $2,716
19 AXIS Capital Bermuda $3,223 $3,223
20 R+V Versicherung AG Germany $3,160 $3,160
21 Arch Capital Group Bermuda $3,078 $3,078
22 ToaRe Asia-Pac $2,878 $2,878
23 Generali Other Europe $2,646 $1,093
24 Sompo Asia-Pac $2,441 $2,441
25 IRB - Brasil Other $2,114 $2,114
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Ranked by unaffiliated gross premiums written in 2019 (USD Millions)

Sources: A.M. Best



Construction & Builders Risk Reinsurers

Reinsurer Max & Average Shares on Construction

Treaties
Reinsurer Lead/ Office Normal Max 20 _ _
Follow Location Line Size S ®Max Line @ Average Line
Swiss Re Lead Zurich 25,000,000 =
Arch Re Follow Bermuda 20,000,000 525
Everest Re Lead London 20,000,000 %
RenRe Lead Zurich 20,000,000
TransRe Follow London 10,000,000 20
Munich Re Follow Munich 10,000,000
MS Amlin Lead Zurich 10,000,000
XL Re Lead Zurich 10,000,000 15
Gen Re Lead London 7,500,000
SCOR Lead Zurich 7,500,000
Aspen Follow London 5,000,000 10
DEVK Follow Zurich 5,000,000
HCC Follow London 5,000,000
Hannover Re Lead Hannover 5,000,000 5
Mapfre Follow London 5,000,000
Ark Bermuda Follow Bermuda 5,000,000 I | I I | I | I
Convex Follow London 5,000,000 0 I ' ' ' efe,
Sompo Follow Zurich 3,500,000
Helvetia Follow  Zurich 3,000,000 SR AT %QOV@QQ%(/A\J\}\ DS FE SIS LE LSS
Canopius Lead London 3,000,000 & ‘éde‘ Q“’\‘@*\& © O S O TREF I T O
QBERe Follow London 2,500,000 N4 v*\k
Chaucer Follow London 2,500,000 . . o _ . . .
e e e —— 1500 000 Some names will be familiar to you — companies can write C&E Insurance and Treaty Reinsurance
ToaRe Follow Zurich 1,500,000
Vantage Follow  Bermuda 1,000,000 * Line sizes from Treaty Reinsurers are typically small ($5-10m on a PML basis) — but they deploy that
Conduit Follow Bermuda 1,000,000

across a range of Insurers in the C&E space

» Reinsurers will write a mix of Global and local business. Developing a blended portfolio of treaty clients (in

order to avoid clash) is key for them
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Construction Casualty Treaty Markets

« Treaty reinsurance market has capacity for Casualty
Construction

« Broader appetite and capacity for Excess Casualty
« More limited appetite for primary construction

* Reinsurance capacity comes from US, Bermuda, and
London markets

« Relatively limited appetite for new construction
reinsurance opportunities

@ GuyCarpenter
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Types of Reinsurance



Types of reinsurance

Treaty vs Facultative

Reinsurance

Facultative
(individual risks)

Non-

Proportional Proportional

Excess of

Quota Share L oSS

@ GuyCarpenter

Treaty
(Portfolio)

Proportional

Quota Share

Surplus

Non-

Proportional

Excess of
Loss

Stop Loss

Source: ClI
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Types of Reinsurance

Proportional vs Non — Proportional Reinsurance Examples

Proportional Reinsurance

For example, with a 20% Quota Share (your
programme

QS operates where 20% of insurer’s
premiums are ceded to the reinsurer, in
exchange for 20% of losses ceded to
reinsurer after a loss

Insurer’s Book of
Business =
$150,000

Loss to Insurer’s
Book = $100,000

Reinsurance
Recoverable =
$20,000/ 20%

@ GuyCarpenter

Non — Proportional Reinsurance
i.e. $100,000 in excess of (xs) $50,000

XoL operates where, for a
predetermined premium, the reinsurer
will cover losses when they exceed a
specified retention held by the insured.

Insurer’s Book of Reinsurance
Business = Loss to Insurer’s Recoverable =

$150,000 Book = $100,000 $50,000

Insurer Retains =
$50,000
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Reinsurance market and
Typical Treaty coverage



Reinsurance market

Pricing cycle
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Hard Market

Fun Greed

Demand > Supply

Profits are attractive
New market entrants
Supply of capital increases
Rates fall

Competition reduces insurance
cover becomes harder to find

Rising rates
Rising profits

Where are we
Fear currently in the Glut
cycle?

Losses mount
Poor returns

Insurers exit market or reduce
capacity

High competition
Falling rates
Lower profits

Soft market
Supply > Demand

4 N

Where are we in
the cycle right
now?

What factors will
influence the
hard market
conditions in
your space”?
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Reinsurance market

Macro-economics —the treaty world is a global business affected by global issues

Taxation

Interest Rates Unemployment

Natural

Inflation Phenomena

Spending
Power

| Government
Policy /
Intervention
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Currency
Fluctuations

Recessions

International
Trade

Economic
Growth Rates

Climate

Consumer
Confidence

Supply and
Demand
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Controls and limitations imposed by Reinsurers

* QS Treaty Reinsurance is all about TRUST — especially for Proportional Reinsurance
* |tis not easy to secure as Reinsurers are “giving away their pen”

* Reinsurers therefore have some checks and balances in place;
- some are rigid and contained in the Treaty Contract Wording (covered in the next 2 slides)
- others are implied and are based on the understanding between parties entering the Contract

* No 2 treaty's are the same — each Insurer will craft their coverage in collaboration with their broker & reinsurers over time

* ATreaty Wording includes;
1. Limits of Liability per type of risk that can be ceded
2. An overall maximum Event Limit recoverable in the event of a Loss Occurrence (Hurricane for example)

* Reinsurers have bought into their cedants business plan. Whilst not expressly stated, they expect;
1. Risks written to be in line with the Underwriting Submission
2. Meet the deductibles & pricing expectations advised by the cedant
3. Any changes in the business plan to be quickly shared with reinsurers — transparency is key
4. A balanced portfolio blending all types of exposure, capacity and period length

Treaty Exclusions DO NOT replace an Insurers Underwriting rules

@ GuyCarpenter 15



Common Exclusions

War

Terrorism

Nuclear Radiation exclusion
General TPL in the US, Canada &
Australia

Asbestos

Performance Bonds

Toxic Mould

Infectious Disease

Cyber

Seepage and/or pollution and/or
contamination

Ex-gratia claim payments

@ GuyCarpenter

Construction Property Treaty Exclusions

Other Exclusions Sometimes Applied

Projects with periods longer than a specified length
Timber Frame

Critical CAT

Defective Design or Materials

Underground tunneling works

Transmission Lines

Existing Structures under refurbishment / renovation
Offshore risks

Risks containing prototypical features

Customers & Suppliers extensions

Non-damage extensions

DSU/ALOP on a stand-alone basis

Operational Property policies

Strike, Riot & Civil Commotion
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Construction Casualty Treaty Exclusions

Common Exclusions

* War, as excluded in the Company’s Policies.

* Asbestos

« Silica

* Lead, as excluded under the Company'’s Policies.

« Practice policies for crane and scaffolding
contractors.

» First Party Property Insurance including inland
marine property coverages;

» Professional Liability, when written as such;

« Environmental Impairment Liability, when written as

such.

« Seepage and/or pollution and/or contamination,
however,

* Mold Liability, as excluded under the Company’s
Policies.

* Methyl tertiary-butyl ether (MTBE)

@ GuyCarpenter

Other Exclusions Sometimes Applied

* New York Contracting risks for Primary General Liability Construction
Policies. (if non NY Construction in treaty)

« Bridge and Tunnel Contractors

« Railroad operations

« Residential Contractors
« Sometimes this is limited to defect-specific states (e.g. CO, SC, AR,

NV, etc)

« Abatement contractors

« Dam construction

« Onshore or offshore gas or drilling operations, pipelines, wells

« EIFS Contractors

* Pile Driving

«  Wrap Ups

« Geotechnical Work

« Pest Control

« Cross Suits

« Seismic Retro-fitting

« Tower Cranes

17



Additional Casualty ltems

« Policy Term Extensions on Wraps/Project — vary treaty-to-treaty from 60 months, 72 months, and longer
* Reinsurers reviewing these requests focus on:

« Extension subject to additional premium?
« Expansion of aggregate limit with extension?

 Auto:
« Various Auto restrictions can apply for Primary Auto and Excess AL
« Treaty reinsurance applies more to Excess Auto Liability exposure

* Primary Auto exposure is often retained by insurance companies and ceded partially on a facultative
reinsurance basis (e.g. $1m xs $1m)

« Common treaty restrictions / items subject to reinsurer referral:
» Exposure based on fleet size
« 3d-party/for-hire exposure
 Haz-mat

* Insureds with large loss history (for Excess, only when Auto Carve Out is in place)

@ GuyCarpenter
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C&E Market Overview
- post 1/1/2024 renewal



C&E Insurance Market Capacity | 2024 Update

Market Capacity of Insurer’s Writing
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Global C&E Portfolios

-1.00%

2018

-15.23%

2019

-5.42%
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368% 057%
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2021 2022 2023 2024

Capacity available as % of 2017 | includes adjusted views
based on Construction Cost Indices

81%

61%

= Capacity Available as % of 2017 (no index applied) 6190 29.9%
= Capacity Available as % of 2017 (ONS OPI - UK View)
= Capacity Available as % of 2017 (Tumers Building Cost Index - US
View)
2017 2018 2019 2020 2021 2022 2023

2023

Capacity increased by
$30m

Slightly down when
adjusted for inflation

Capacity available
remains at ¢.60% of 2017
levels

Existing insurer’s
generally held capacity
levels

2024

Expected to increase by
further $80m produced
via new start up capacity

Existing insurer’s

generally continue to
maintain existing capacity
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C&E Treaty Renewal Outcomes

1/1/24 Treaty Results

C&E Specialty Lines (Energy, Marine & Power)

Gross PMLUTSH Limit A buoyant reinsurance market hungry for Quota Share premium

o secured renewals on-plan for most C&E Insurers
QS Commissions A +1% -1%to +1%
&5 2Tl = Flat to Up = Downstream up, rest flat Interest from Reinsurers to support the large global placements
Event Limits
XoL Pricing - Flat to -5% - Flat to -5% Excess of Loss programmes renewed at expiring attachment points,
Yol Attachment Flat Flat with capacity sufficient to meet insurer’s needs.
Reinsurer Capacity Offered A A Leaders stable, folow increased New start-ups and challenging lines faced difficulties in securing
General Coverage/Exclusions Reinsurer Support

1/1/24 C&E Treaty Capacity Split

Critical CAT capacity remains a challenge with limited aggregate

300,000,000 ava”ab'e
250,000,000 — - Majority of capacity continues to be provided by dedicated C&E
" 17% Reinsurers
21% 23%
200,000,000 0 g 0 o
Insurers starting to push towards Sustainable Risk treaties
» Acknowledging importance of the Energy Transition
150,000,000 '(N;°“'°°re  Consolidation of similar technical risks
mlore o . .
94% » Allows Insurers to achieve scale across range of technical lines
100,000,000 oo 83% - « EU taxonomy prompting need for improved risk granularity
20 7%
5000000 Reinsurers appetite for Transition Risk treaties remains to be seen; C&E

Reinsurers, so far, taking a cautious approach

1/2020 Renewal 1/2021 Renewal 1/2022 Renewal 1/2023 Renewal 1/2024 Renewal
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Important Disclosure

Guy Carpenter & Company, LLC provides this document for general information only. The information and data contained herein is based on sources we believe reliable, but we do not guarantee its accuracy, and it should be understood to be
general insurance/reinsurance information only. Guy Carpenter & Company, LLC makes no representations or warranties, express or implied. The information is not intended to be taken as advice with respect to any individual situation and cannot
be relied upon as such. Please consult your insurance/reinsurance advisors with respect to individual coverage issues.

Readers are cautioned not to place undue reliance on any calculation or forward-looking statements. Guy Carpenter & Company, LLC undertakes no obligation to update or revise publicly any data, or current or forward-looking statements,
whether as a result of new information, research, future events or otherwise. The rating agencies referenced herein reserve the right to modify company ratings at any time.

Statements concerning tax, accounting or legal matters should be understood to be general observations based solely on our experience as reinsurance brokers and risk consultants and may not be relied upon as tax, accounting, regulatory or legal
advice, which we are not authorized to provide. All such matters should be reviewed with your own qualified advisors in these areas.

This document or any portion of the information it contains may not be copied or reproduced in any form without the permission of Guy Carpenter & Company, LLC, except that clients of Guy Carpenter & Company, LLC need not obtain such
permission when using this report for their internal purposes.

The trademarks and service marks contained herein are the property of their respective owners.
© 2024 Guy Carpenter & Company, LLC
All Rights Reserved

A business of Marsh McLennan
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