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EVOLUTION OF REINSURANCE INDUSTRY

1982 ICCl started underwriting a niche facultative captive protection reinsurance account
2005 paper and industry working group Guernsey Reinsurance Market Project (GRMP)
= Differentiation to other captive jurisdictions
" Provision of inner protection reinsurance to Guernsey captives
= Competitive cost base vis a vis Bermuda
2006 Securis / White Rock structure collateralised reinsurance (post Katrina)
2009 Solidum ICC
2012 Robus enter ILS management
2014 Kelvin Re commences underwriting
2015 Humboldt Re commences underwriting

2016 Artex acquire Hexagon (from Robus)
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P&C REINSURANCE: DIVERSIFYING THE
LOCAL ECONOMY

Breakdown of Employment in Guernsey

&

m Total Employed ®Finance ® Insurance

2 "Rated Re” companies have created 24 jobs in 24 months.
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ESSENTIAL INCOME GROWTH

" Consensus led by GIIA that Guernsey must diversify from

: L PREMIUMS (£BN)
pure captive management to maintain growth, therefore

focused on: . Inflation
YEAR Original Adjusted
" Longevity
2014 4-94 4.94
" ILS
2013 4.83 4.95
" Reinsurance
2012 4.63 4.89
2011 4.62 5.03
International insurers - last 12 month's movement 5010 4.05 et
Type 31 Dec 2014 | NetChange 31 Dec 2015
P & 2009 3-94 4-74
Companies 242 0 242
2008 3.91 4.79
PCCs 67 -3 64
48 :
PCC Cells 436 8 4ty 2007 34 4-45
ICCs 15 . 13 2006 3.88 5.12
ICC Cells 40 1 41 2005 3-36 4.56
Totals 797 7 804 2004 3.27 e
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INNOVATION LEAD GROWTH

® |LS Funds had traditionally used collateralised cells / traditional
fronting insurers to facilitate investments

Collateral _ Share premium

SPV/IPC Y
......................................... >

Collateral Release U/w profits
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Credit Suisse
Kelvin Re

Kelvin Re

® Kelvin Re (and Humboldt Re) revolutionised the transformation
process, by eliminating cells and RTAs and making reinstatements
etc. feasible in an ILS structure.
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EXISTING EXPERTISE

= Guernsey has experienced (re)insurance professionals, but running a reinsurer has additional

challenges: Other, £140,463 Agriculture/Crop/
Weather,

374,427

= Exposure monitoring / modelling Aviation/Space,

4,406,562

® Buying robust retrocession programme
® Quantity/variety of policies

Makes it a challenging structure to manage Marine/Energy

15,728,111

ILW,

25,390,050
Reinsurance,

33,752,791

Retro,
17,823,815

Proportional,
61,171,704
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CONTRACT TYPES

$10m XS 10% Quota
$100 Share

Retrocession

Reinsurance Korean Re Excess of China Re Excess of
Loss Contract - Loss Contraict

KELViN RE I — =






GLOBAL INSURED LOSSES

B Annual -==- Average (2000-2014)
140
120

100

USD Billions (2015)

40

20

2000

2003 2010 2015

® 2005, Wilma Rita and
Katrina

® 2011, Thai Floods, New
Zealand EQ and Tohuku

® 2015 was a benign year
below the 10 year average
of $50Bn

Inflation Adjusted Losses

Source: Aon Benfield Analytics
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2015 10 LARGEST CAT LOSSES

$1.032bn

Japan,
Philippines,
North Korea

4—1 A: 12/09/15 Napa Valley, $921m.
@ B: 21/06/16 Northeast, $914m.
@ C:18/04/15 South central USA. $939m.
@ D: 07/04/15 Midwest, $1.204bn.
@ E:23/05/15 Tx & OK, $1.461bn

() F:16/02/15 Midwest, $2.081bn.
¥
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CURRENT OUTLOOK

® N Atlantic Hurricane Season is 1 June — 30 November (but really gets going in September)

® Transitionary years from El Nino to La Nina have historically been active

Global Sea Surface Temperature

Source: Weather Underground
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GLOBAL REINSURANCE MARKET

mmmm Traditional Capital
s00 L Alternative Capital 575
Global Reinsurer Capital
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FY 2006 Fy 2007 FY 2008 FY 2009 FY 2010 FY2011 R 2002 RV 2013 FY 2014
Source: Company reports, Aon Berfisid Anaiytics
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Source: Aon Benfield Analytics
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ABUNDANT CAPITAL DRIVING RATES

REGIONAL PROPERTY CATASTROPHE ROL INDEX - 1990 TO 2016

400
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POIPPISFSPPEPIETEFTL TP X4
Source: Guy Carpenter UK —@— Europe —jll— U5 —— Asia-Pacific

Mote: Data points do not reflect pricing relativities between geographies.
Alldata measurad at 1/1 * Preliminary

Sources: Guy Carpenter
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EQUIVALENCE

Full equivalence
* Bermuda excluding captives and SPIs
* Switzerland

Temporary Equivalence (5 years) —

* Australia,

* Brazil,
Canada,
Mexico,

* USA,

* Japan

Provisional equivalence (10 years)

* Japan
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MARKET VIEW ON SOLVENCY Il

= “We could have probably bailed out Cyprus with the amount of to translate the bible, so unless you knew Latin you couldn’t
money we've all spent...It cost Lloyd's about £300m to prepare read it. Unless you are an actuary or statistician you cannot
for Solvency Il [new capital rules for insurers], which were then penetrate some of the intricacies of Solvency Il.

postponed. It is frustrating.”
Steve Butterworth, Captive Live 2014

Richard Ward, Chief Executive Lloyd's of London, 27

March 2013

®  Writing to Andrew Tyrie, chairman of the Treasury Select
Committee, Mr Bailey hit out at the “staggering” cost to
insurers of implementing Solvency Il...Regulators estimate
that Solvency Il could cost insurers about £400m to implement
and a further £200m in annual running costs, though Mr Bailey

said this was only an “approximate benchmark.”

The Telegraph, 30 April 2013

®  Solvency llis like the old days of religion . There was a refusal
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SOLVENCY 2 — GUERNSEY STATUS

Reinsurance is only admissible quality step 3 ("BBB") or
when reinsurer meets one of the above
following:

The rating hurdle is applied
equally to parental guarantees,

1. Situated within the EU and collateral quality etc. subject to
complies with its SCR assessment

2. Besituated in country with
Solvency Il equivalence and
complies with its capital
requirement

3. Not situated within the EU

or a country with
equivalence, but rated credit
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FUTURE OPPORTUNITIES

Insurance Business (Special Purpose Insurer) Rules [2016]
" GIIA Focused on ILS, Reinsurance and Longevity

® Guernsey Finance events, Zurich, London and Monte Carlo

" 42 ILS Managers globally, approximately 6 working with Guernsey
insurance managers

" Traditional / total return reinsurers

1y v/ CILITATOR
)/ OF THE YEAR

UKCAPTIVE TRADING

SERVICES AWARDS 2015 Risk
e itk Do AWARDS 2016
Hexagon PCC Group \,\' ] N N [T‘ R
Aon Insurance
Managers
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IMPORTANT INFORMATION

Important Information Regarding Hypothetical, Back-Tested or Simulated Performance

The hypothetical back-tested performance shown is for illustrative purposes and does not represent actual performance of any client account. No
representation is made that the hypothetical returns would be similar to actual performance had the firm actually managed accounts in this manner.
Hypothetical, back tested or simulated performances have many inherent limitations only some of which are described as follows: (i) It is designed with
the benefit of hindsight, based on historical data, and does not reflect the impact that certain economic and market factors might have had on the
decision-making process. No hypothetical, back-tested or simulated performance can completely account for the impact of financial risk in actual
performance. Therefore, it will invariably show positive rates of return. (ii) It does not reflect actual client asset trading and cannot accurately account for
the ability to withstand losses. (iii) The information is based, in part, on hypothetical assumptions made for modeling purposes that may not be realized in
the actual management of accounts. No representation or warranty is made as to the reasonableness of the assumptions made or that all assumptions
used in achieving the returns have been stated or fully considered. Assumption changes may have a material impact on the model return presented. This
material is not representative of any particular client’s experience. Investors should not assume that they will have an investment experience similar to the
hypothetical, back-tested or simulated performance shown. There are frequently material differences between hypothetical, back- tested or simulated
performance results and actual results subsequently achieved by any investment strategy. Unlike an actual performance record based on trading actual
client portfolios, hypothetical, back-tested or simulated results are achieved by means of the retroactive application of a back-tested model itself
designed with the benefit of hindsight.

Hypothetical, back-tested or simulated performance may not reflect the impact that material economic or market factors might have on an adviser’s
decision making process if the adviser were actually managing a client’s portfolio. The back-testing of performance differs from actual account
performance because the investment strategy may be adjusted at any time, for any reason and can continue to be changed until desired or better
performance results are achieved. The back-tested performance includes hypothetical results that do not reflect the deduction of advisory fees, brokerage
or other commissions, and any other expenses that a client would have paid or actually paid. No representation is made that any account will or is likely to
achieve profits or losses similar to those shown. Alternative modeling techniques or assumptions might produce significantly different results and prove to
be more appropriate. Past hypothetical, back-test or simulated results are neither indicators nor guarantees for future returns. In fact, there are frequently
sharp differences between hypothetical, back-tested and simulated performance results and the actual results subsequently achieved. As an investor, you
accept and agree to use such information only for the purpose of discussing your preliminary interest in investing in the strategy described herein.

This document may contain forward-looking statements based on experience and expectations about certain types of investments (including observations
about markets and industry and regulatory trends as of the original date of this document), which can be identified by the use of forward-looking
terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”, “continue” or “believe”, or the negatives
thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties beyond our control, actual events, results or
performance may differ materially from those reflected or contemplated in such forward-looking statements. Readers are cautioned not to place undue
reliance on such statements. Neither Kelvin Re nor any of its affiliates or entities mentioned in this document has any obligation to revise or update this
document or any forward-looking statements set forth in this document.
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IMPORTANT INFORMATION

Important Information

The details, data and analysis provided by Kelvin Re herein or in connection herewith are provided “as is”, without warranty of any kind whether express or
implied. Neither Kelvin Re, its affiliates nor their officers, directors, agents, modellers, or subcontractors (collectively, “Providers”) guarantee or warrant
the correctness, completeness, currentness, merchantability, or fitness for a particular purpose of such details, data and analysis. In no event will any
Provider be liable for loss of profits or any other indirect, special, incidental and/or consequential damage of any kind howsoever incurred or designated,
arising from any use of the details, data and analysis provided herein or in connection herewith.

The technology and data used in providing certain information is based on the scientific data, mathematical and empirical models, and encoded
experience of earthquake engineers, wind engineers, structural engineers, geologists, seismologists, meteorologists, and geotechnical specialists. As with
any model of complex physical systems, particularly those with low frequencies of occurrence and potentially high severity outcomes, the actual losses
from catastrophic events may differ from the results of simulation analyses. Furthermore, the accuracy of predictions depends largely on the accuracy and
quality of the data input by the user. Developing models to estimate losses resulting from catastrophes or other large-scale events is an inherently
subjective and imprecise process, involving judgment about a variety of environmental, demographic and regulatory factors. The use of alternative
assumptions and methodologies could yield materially different results. Also, the output of the models depends on data and inputs supplied by others,
and any gaps, inaccuracies, or changes to the inputs can substantially affect the output.

As aresult, any model output in this report consists of estimates of the magnitude of losses that may occur; they are not factual and do not predict future
events. Actual loss experience can differ materially. There can be no guarantee about the reliability, accuracy, or completeness of the loss estimates, the
Exceedance Probabilities, or any other output.
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