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2021+ Renewal Strategy — Gallagher Thoughts

‘A’ Rated Clubs & JPI - the key decision makers:
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Comprehensive P&l Programme Review

Benchmarking & Strategic Renewal Analysis
All free of charge, no obligation and NDA provided

CLAIMS &
DEDUCTIBLE REVIEW

Full in-depth claims review analysis

Hlustrative
Examples
Identifying claims trends based on
vessel segments and specific trades

UK Claims Trend Development (2013-2019) )
Total Claims (All claims - estimated, paid, costs and fees) Gﬂlwhm

Reviewing deductibles and “as if” cost
optimisation review

&
Britannia - Deductible Value Gallagher
2015-2019 Policy Years (4 Years) s

Legacy Deductible
Numberof Case Files
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Understanding claims data to assist
with new loss prevention/ risk transfer

Owned Fleet - Claims Review Summary Gau": o
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Premium & Terms

lllustrative
Examples

With over 4,000 vessels and 189
Million GT we can advise on

average premium data with ease.

AFRAMAX (55,000-67,000 GRT) 2 vessets)

[Ty p—

Identifying focus points to reduce

premiums
Benchmarking Summary 2018 P 2
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ALR ANALYSIS

Technical Underwriting

lllustrative
Examples

We advise on what costs are
attributed to rates in your programme
so that our clients can see what Clubs

pay away or allocated internally for
cost (Club by Club and Vessel by

Vessel). This assists to better

understand focus areas or potential
threats for renewal strategy

Compare your Club(s) with the rest of
the market ALR

Net Retained Premium & ALR Matrix @
Individual Club Internal ALR Components Gallagher

We breakdown the Club costs so that
you can see clearly where your
premiums are allocated.

Skuld - Internal Cost Breakdown =5
ALR (Acceptable Loss Ratio) Components. Gallagher

AEcis

STRATEGIC ADVICE

We even provide our strategy for you to
reduce costs, improve terms or
mitigate rises or deal with challenging
renewals

Hlustrative

Examples

We provide various options on how to
reduce costs, improve terms or
mitigate rises.

2019 Renewal Strategy — Gallagher Thoughts <«

Gallagher
A B c

Moderate Somewhere Assertive

Approach in the middle Approach

Savings Target (Min) Savings Target (Min)
US$ 700,00 to US$850,000 to
850,000+ USS 1 Million+

Savings Target (Min)

US$1.25 Million+

All strategic considerations are within 1-3 years given the constraints of
the international group agreement(IGA)

Each option provides detailed specific
strategies to reach target goals

Strategy A — Moderate Approach @
(Target USD 770k) Gallagher
Seo Appendic A -

SKuLD STANDARD SWEDISH
“
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A typical Year with Gallagher P&l (Time Line)

Organized, structured and well thought out approach to P&l

Whilst we are fully flexible a typical year
consists of the following approach:

. ?nrt%n\al - Post Renewal Review of:

* Rates, Terms, Market Trends, Portfolio
Review.

* Global Market Analysis (Gallagher Portfolio)

April/ May

* Post Renewal Reviews for Client
* Recap Renewal

* Post Renewal Benchmarking

* Client visits

* Industry updates

June/ July

* Post Renewal Reviews for Client
* Recap Renewal

* Post Renewal Benchmarking

* Client visits

* Industry updates

* P&I Market Performance Results

August
¢ Gallagher Away Days/ Pre-Renewal Preparation

* Strategy Away Days with Clubs to gather market
intelligence, discuss renewal environment and
negotiate early renewal deals.

SeR[gtem ber

lease of Pre-Renewal Publications
* Pre-Renewal Strategy Reporting with Clients
* Planning and implementing renewal strategy
» Setting insurance budgets/ targets and goals etc.

October Start renewal negotiations

November 30%-50% Renewals completed

December 65%-85% Renewals completed
Jan uary 86%-95% Renewals completed

February 100% Renewals completed

General Increase
Announcements

Aseis |
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Historical Data — Analysis & Latest News
Keeping our clients up-to-date

We are fully committed to a year round service approach which includes P&l Confidential:

updates on any regulatory developments, as well as commentary and . » . .
P yreg Y P i “Outlook” — Focuses on views and comments surrounding current and future

lysi th ket hole. We highlight bel f th
analysis on the markets as a whole. We highlight below some of the P&l market conditions with our additional commentary.

Marine publications that we issue to ensure the smooth and transparent
flow of all relevant information. Pre-Renewal Report — Issued in the early autumn providing overall and
international Group Club specific market data and analysis. This
* Marine Market Report — A quarterly publication on the H&M/ War risks includes updates on regulatory matters/, limiting conventions and
markets including relevant news, casualty reports, and updates on updates of regulations.
incidents in the high risk areas for piracy and war risks.
+ Regular Sanctions Updates Commercial Market Report — Similar to the Pre Renewal Report but with

«  New product updates the focus on the commercial P&l providers.

P Ackr) Callir

i

(€ Arthur]. Gallgher

Shipowner
Alert

Gallagher Marine

BUSINESS WITHOUT BARRIERS™

COMMERCIAL P&I
MARKET REVIEW

Cyber Liability in the Marine Industry

SHIPOWNER ALERT, DECEMBER 2015 | o Download

Recently, the Government Accountability Office, Department of Homeland Security and
United States Coast Guard have all issued warnings regarding the vulnerability of the

maritime industry to cyber attacks and have provided suggestions to reduce the risk
This focus on marine exposures comes at a time when retail, healthcare and financial
industries have dominated the headlines. The current attention to the risks that threat-

MARINE =3
MARKET REPORT __, \

INE HULL & MACHINERY
R RISKS MARKET UPDATE
2015

en the marine industry may be due to the fact that the maritime industry is facing the

most complex cyber risks of any of these industries. No other industry faces the same

combination of physical damage, bodily injury, financial and reputational exposures that

marine companies combat. Additionally, there is a variance of risks between individual

companies and sectors.

\
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Individual Club Internal ALR Components
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Vessel: MERIDIAN V

Note: The above ALR model comparison is based on
Gallagher knowledge, experience and is a conservative estimate.

Built: 2017 Standard (G0 ORTH ® R —
@ Clb gard UK P&l CLUB ‘:;Q‘ . N\ (b5) BRITANNIA P&l
Rate: USD 1.1316 per GT

TAUSTED SINCE 1855

Bulker: 25,569 GT

SERVICE, STRENGTH, QUALITY

Club ALR Components Gard UK Club Britannia
25% Deferred Call

45% Deferred Call

ETC Premium (USD) ACP: $23,146.49 ACP: $19,953.87

$28,933.12 DCP: $5,786.62 $28,933.12 $28,933.12 DCP: $8,979.24

ETP: $28,933.12 ETP: $28,933.12

Group Reinsurance Costs (GXRI)

$10,153.45 -$10,153.45 -$10,153.45 -$10,153.45 -$10,153.45
Abatement Costs Zero
(Retention Reinsurance) -$3,493.66 -$2,456 -$5,786.62 -$4,050.63 No Abatement
Pool Costs -$7,427.86 -$2,392 -$4,629.29 -$2,603.98 -$3,970
IBNR+IBNER $0 $0 -$1,735.98 30 50
Total Club Costs -$21,074.98 -$15,001.45 -$22,305.34 -$16,808.06 -$14,123.45
Deferred Call Adjustment 2018: Waived Def. N/A
N/A Call =20% ETC N/A N/A
reduction
Capital Distribution 2018: $4,000
N/A s N/A iia approximately cash
back

Net Retained Premium $13,931.67 ETC

$7,858.14 $11,617.02 (-8%) $6,627.78 $12,125.06 $14,809.67
$8,145.04 (-20%)

ACP: Advance Call Premium DCP: Deferred Call Premium ETP: Estimated Total Premium



P&l TEAM (LONDON) 10 EXPERTS AEGIS NETWORK

Malcolm

experience

experience

Nicky Ellis Alex Vullo William
Godfrt_ey Divisional Divisional Baynham
Executive Director Director Divisional
Director 30 years 17 years Director
41 years experience experience 9 years experience
experience
Wayne Wend Gary Brand
Godfrey Needh y Nick Roblin Associate
Divisional ee _am Associate Director
Director Associate Director P&l Clai
10 years Director 9 years aims
) 24 years v 33 years
experience experience experience experience
Lauren Vincenzo
Osman Corsaro
Account Account
Executive Executive
7 years 6 years
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International - Cert. CIl (Client Member)
Coordinator) Relationship
Director)
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both insurance 19 years in the insurance

underwriting  and insurance industry

risk brokerage industry
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Nguyen Phuong
. Tram

Tran Ngoc Han Vo Huyen Chi ~ Cert. cll
- Cert.Cll (Senior - Cert.Cll (Account (Claims  Support
Flacement & Manager) Team Leader)
ServiceManager)

16 years in the
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insurance industry v

16 years in the

1o years insurance
indust
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Le Kim Long Pham Nhu Ha
- Cer{. QII — Cert. Cll (partial)
(Servicing Team (Servicing Team
Member) Member)

09 years in the
insurance
industry

06 years in the
insurance industry




2019 Underwriting
Results & Analysis




Underwriting Results

2019 Summary

Club

Steamship

Combined Ratio

98.39%

Monetary Result +/-

Amsis | =
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Comments

GLOBAL

Loss Marking Clubs (Above Market Average)

Shipowners 106.05%
e o e e e
West 107%
Swedish 108.15%
Skuld 112.9%
Market Average 115% 103% (5 Year Average)

Loss Marking Clubs (Below Market Average)

Gard 116.83%
UK Club 120%
Britannia 125%
North 125.8%
Standard 126% S&P Negative Outlook (2020)
London 137% S&P Negative Outlook (2019)




Combined Ratio %

Combined Ratios 2017-2019

ANe&cis
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160%
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140%
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120%
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Combined Ratio %

7 Year Market Av. Combined Ratio

130

125

120

115

110

105

100

95

85

80

AEGIS ‘ GLOBAL

NETWORK

121.00

112.13 7 Year Av.
102%

5 year Av.

103%

01,00 (+1%)

796.02 3 Year Av.

111%
(+8%)

86.12

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20
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Underwriting Results - Summary ' ‘ Gallagher
GIS NETWORK

« The majority of Clubs are under performing on technical underwriting

* 115% average market combined ratio is a clear signal for owners to budget
for P&l rate rises in 2021

 The Clubs free reserves, however, continue to grow largely due back year
claims improvement and investment return

« Combined ratios do not include investment returns, where investment largely
bails out the Clubs year on year. (last 20 years saw USD 6.6 billion
investment return and USD 1.6 billion technical underwriting losses).

* The rating agencies have put both London and Standard on negative outlook

and continue to scrutinise Clubs who are not balancing their technical
underwriting performance in line with regulatory models.

15
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Club Free Reserves Analysis
and Findings




USD Miillions

Change in free reserves (2017-2019) ALcis ‘
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USD Millions

IG Group free reserves 2013-2019

5,850

Acgs |
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5,650

5,450

5,250

5,050

4,850

4,650

4,450

4,250

-€10¢
-¥10¢
-S10¢
-910¢
-LT10C

Note: +USD 1.2 Billion change in 7 years (or +28% change during the period)

-8102

-610C
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USD Millions

IG Market - Analysis of Aggregate Change AEGIS

GLOBAL

(2017-2019) =
2019-2020 2018-2019 2017-2018
300 0 -219.4 -270.7 -404.0 700
274.4
0 596.2
250 600
226.8 -100
°00 459.4
200 - : .
185.5 150 4294
2200 400 :
150
-250 300 o
100 -300
200
-350
50
-400 100
0 -450 ‘ 0
ETCBasis ACBasis Change FR ETA Dacic AF Danisc Flanen ED

ETCBasis  ACBasis Change FR

Notes ETC Basis: Total Profit AC Basis: Profit after cash back/ Deferred Call Adjustments Change FR: Net Profit/ Loss

19



Gallagher
Free Reserves - Summary AEGIS
Free reserves are approaching the historical high (2017 @ USD 5.7 billion) at USD
5.5 Billion for 2019

Clubs remain financially healthy and all continue to report to be over capitalised
above solvency Il requirements

Some Clubs are using excess FR to invest members money for growth projects
(H&M, Cyber etc.)

Clubs are cash rich, however, on balance they are rate poor, with negative
technical underwriting results.

2020 year sees lower trade frequency and would suggest lower claims should
result, therefore we predict further increasing free reserves in 2020 and an
improved technical year for most Clubs (based on the 2020 covid reduced trade
factor).

20
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Future of General Increases
& Outlook for 2021




Gallagher

General Increase History /\EGIS ‘

|
;]\
I \
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J \ !
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0% | —— o
1339 2000 2001 2002 2003 2004 2003 2006 2007 2008 2009 2040 2011 2022 2013 2014 2013 2016 2017 2043 2019 2020
N Average Market
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USS per GT

Accumulation of General Increase A -~ ‘

1999-2019 (Rate Increases Only)
If you paid $1.00 per GT in 1999 what would you be paying today?

7.00
6.00
5.00 491 4.82
4.00
3.00
2.00
1.00
0.00
o“bo ~3~°§ ?@é" ‘j@@ %@‘“ '_#e. Q;\\é‘“\ & 4 \a <p°

Note: The above chart illustrates the past 20 years performance of GI’s and is not an indicator for future rating trends.

NETWORK
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Accumulation of General Increase EGIS ‘

GLOBAL

1999-2019 (Av. Rate Incl. Deferred Call Adj. & Cash Returns) e

400

3.77 374 370
350 3.47

3.17 3.17
3.00
2.44
2550 2.31
- 1.97 196
150
1.00
0.50
0.00
& & > < @ ¥
¥ @ ¢ d N b & (: '—:
& < B &
RS vsoe <« c}&é‘ ‘,00 % é{@ X

USS per GT

Note: The above chart illustrates the past 20 years performance of GI’s and is not an indicator for future rating trends.
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2020 General Increase Summary
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No General Increase

Britannia No General Increase + USD 15M Cap. Distribution
Gard Nil General Increase
Skuld Abandoned General Increase Concept
American Nil General Increase + 40% unbudgeted supplementary Call (2016/2017)

Lower End — 2.5% to 5% General Increase

West

+2.5% General Increase

Shipowners

+5% General Increase

Rest of the Pack — General Increase and/or Target Increase

Japan +7.5% General Increase
London +7.5% General Increase
North +7.5% + USD 1k increase in deductible below minimums
Standard +7.5% + 10% increase in deductible below minimums
Steamship +7.5% + 10% increase in deductible below minimums
UK Club “Target Increase” +7.5% + USD 3k increase in deductible below minimums

25




General Increase Estimate (2021)

AE&cis

GLOBAL

NETWORK
Club General Increase Estimate Comments
American +7.5% to +10% )
Britannia has adopted a no Gl concept, however, may be the first
No Gl Club to bring back a GI.
Britannia . Combination of Cash Back and Rate Rise perhaps?
(o) + :
(mtemal bUdgEt 5% ) Looking to increase rates we would expect by +5% to +7.5%

Gard +2.5% to +5% Combination of Rate Rise and Deferred Call Adjustment
Japan +7.5% -
London 7.5% to +10% Needs to correct combined ratio — under pressure
North +7.5% Normally follows the pack
Skuld No Gl Looking to increase rates we would expect by +5% to +7.5%

) o Will be at the lower end of Gl as fixed market will apply slight
Shipowners +5% commercial pressure.
Standard +5% to +10% Needs to correct combined ratio — under pressure
Steamship +2.5% to +5% Great 2019 results. Combination of Cash Back and Rate Rise
UK Club +7.5% i
West +7.5% -
2021 Market Average Estimate: +5.9% :

26



Gallagher
Future of General Increase - Summary Nms
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Gallagher estimate a 6% market average rise in 2021 as part of a 3-4 year hard
market outlook

Expect to see the wealthy Clubs use cash back as a means of diluting rate rises

Clubs are cash rich, however, on balance they are rate poor, with negative technical
underwriting results.

Clubs will be less inclined to offer multi-year deals, as it prohibits Clubs achieving
target rates rises

Early renewals will less likely going forward as chief underwriting officers will be
under pressure to be robust in the coming years.

A number of Clubs have suggested that ship owners are used to seeing rate rises
from the H&M market, however, P&l is mutual non-profit making association, using
investment returns to balance the books.

Ship owners who are over-rated (perhaps unaware of same) will still be able to look
at long term re-rating, as competition is still fierce in the market.

27



Pool Claims Update




Pool Claims A£GIS ‘ s

GLOBAL

Summary (by Club): 2014 — 2019 (6 p/yrs) NETWORK
Sandare 16 Pool Claims
Gard 14

Steamship 13 bmp
Britannia 12 0‘3@?
North 12

West 11

UK 10

Japan 7

Skuld 6

SOP 6

London 5

American 3

Swedish 3

Total 118

29



Pool Claims AEGIS"

Summary (by Club)

GLOBAL
NETWORK

2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
Gard 3 2 1 1 4 3
Britannia 2 3 0 0 4 3
West 0 2 1 3 4 1
Skuld 0 0 2 3 1 0
North 3 1 1 1 4 2
UK 1 1 2 3 2 1
Steamship 3 3 2 3 0 2
London 2 0 1 0 2 0
Shipowners 1 1 1 0 2 1
American 1 0 2 0 0 0
Japan 0 1 1 2 1 2
Swedish 1 0 1 1 0 0
Standard 2 3 1 2 3 5
Total 19 17 16 19 27 20

30



Pool Claims
Deterioration (12/24 months)

450

400

350

300

25

o

20

o

15

o

10

o

50

0

Policy Year 12m 24m Total at 24m BN

2019 259.2 259.2
2018 306.1 149.7 455.8
2017 227.2 42.4 269.6
2016 84 41.9 125.9
2015 198.4 78.3 276.7
2014 179.6 14 193.6
2013 279.8 47.2 327

2012 368.6 85.3 453.9
2011 231 46.9 277.9

AEGIS ‘ GLOBAL

NETWORK

il

2019 2018 2017 2016 2015 2014 2013 2012 2011

H12m HE14m
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Pooling Losses — 2019 Policy Year

AE&cis

G
Gallagher
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P&I Club Type of Claim Type of Vessel

Wan Hai 207
Nagoya Express
Grande America

Viking Sigyn

Viking Sky
American Liberty

MSC Opera
Golden Ray

Landbridge Prosperity

Bow Fortune
Stolt Focus
Stolt Groenland
Diamond Princess
Diamond Highway
Genesis River
Coyhaique
MSC Gayane
Diamond Highway

Cosco Kobe
G. Arete
Di Matteo

Fos Hamilton

Britannia
Britannia
North
Shipowners
Steamship Mutual
Steamship Mutual

West of England
North

Britannia
Gard
Gard
Gard

Gard/SSM/UK
Japan
Japan

Standard

UK

Japan
Standard
Standard
Standard

UK

Damage to gantry crane
Allison with Quay Crane at Haiphong, Vietham
Fire aboard and subsequent sinking of the vessel
Collision with HABLEANY
Loss of propulsion and evacuation from vessel
Collision with grain terminals
Hit berth and vessel
Grounding and capsize in Georgia, USA
Collision due to heavy weather
Collision with fishing vessel
Cargo claim on voyage from Houston to Asia
Fire/Explosion
Ship detained/quarantined in Japanese port
Fire on board whilst transiting South China Sea
Collision and oil spill from the opponent’s barge
Grounding in the Moraleda channel, Chile
Drug seizure 14.5T Cocaine

Fire on board whilst transiting South China Sea

Damage to berth No. 23 and Quay Cranes QC 51
and 52, Westports Terminal, Malaysia

FFO Collision with Vopak Terminal, Singapore

Damage to subsea interconnector power cable
in the Sicily channel due to a dragging anchor

Alleged damage to terminal

Container
Container
PCC
Passenger / Cruise
Passenger / Cruise
Tanker
Passenger / Cruise
PCC
Tanker
Tanker
Tanker
Tanker
Passenger / Cruise
PCC
LPG Tanker
Container
Container
PCC

Container
LPG Tanker
Tanker

Taker

32
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Investment Results
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Investment Yields EGIS ‘
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8.00%
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/
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- / NI/

—
"/ \/

0.00%

2013-14 2014-15 W 2016-17 2017-18 2018-19 2019-20
-1.00%
-2.00%

«=Yield on Invested Assets
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2020 Investment Yield
Ae&eis \
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12.00%
10.00% - , 9.70% 960%" :
7.30% 8.57%
3.00% —-23% 7.76% ~
6.90%

5.37% 6.40% 6.50%
6.00% - | = . S ) ) . ~:4: 76% 583%
4.00% = (at - ~ | ‘ =t

2.00%
2.00% - —f —— - 2 B = B B
0.00% - ' ;
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-2.00% -
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-4.00% -
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Portfolio Balance Changes

23.00%

22.00%

21.00%

20.00%

159.00%

13.00%

17.00%

NETWORK

\

/.

e

\/

\4

2013-14

2014-14

2015-16 2016-17

==Club Equity levels

2017-18

2018-19

2019-20
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Impact of Covid on investment markets Akcis ‘
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Key stock market changes since 20/12/2019

33,000

31,000

29,000

27'm A

25,000 \ —
23,000 *\\ \/ /

- N —
17,000 \V/

15,000

20/12/19 20/01/20 20/02/20 20/03/20 20/04/20 20/05/20 20/06/20  20/07/20

== Hang Seng == Nikkei 225
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Impact of Covid on investment markets AEGIS ‘

Key stock market changes since 20/12/2019

12,000

10,000

- AN

6,000 \\//__————_'

4,000

8,000

2,000

e ——

20/12/19 20/01/20 20/02/20 20/03/20 20/04/20 20/05/20 20/06/20  20/07/20

==FTSE 100 ==NASDAQ ==NYSE
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Club investments (cont.)

Aess| =

Date FTSE 100 NYSE Hang Seng Nikkei 225
20/12/19 7,582 1,389 27,871 23,816
20/01/20 7,651 1,411 28,795 24,083
20/02/20 7,436 1,406 27,609 23,479
20/03/20 5,259 913 22,805 16,552
20/04/20 5,812 1,100 24,330 19,669
20/05/20 6,067 1,142 24,399 20,595
20/06/20 6,292 1,198 24,643 22,478
20/07/20 6,261 1,239 25,057 22,717
Biggest drop 31% 35% 21% 31%
58;8;;%;% peak @ 82% 88% 87% 94%

GLOBAL
NETWORK
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Impact of Covid




How are the Clubs being affected?

‘ Gallagher
ANseis | ©

NETWORK

Aside from the obvious operational and travel issues created, we consider a number of

other areas impacted
P&l Claims:

* Frequency — traditional claims down due
to reduced trading

» Type (large scale repatriation)

* Unusual circumstances/claims - will we
see Omnibus rule claims emerging?

Premium Volumes:

* Reduced activity rebates
» Increased layups / Delay in deliveries

FD&D Disputes:

« Safe Ports

* Force Majeure

* Yard delays

Member insolvency

* Protection and tiered creditors

Reinsurance

 Covid exclusions for market
covers
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