YSRS

Strategic Risk Solutions

Global Captive Strategic Planning

2025 Client Symposium



Presenters

SVP and Managing Director
SRS US Advisory

2025 Client Symposium

Deputy CEO
SRS Europe

SRS

Strategic Risk Solutions

Pg 2



SRS

Discussion Points
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* Nuts and Bolts

e Team/Measurables/Benefits
 Risk Management Approach
* Multi-Year/Line Case Study
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“A vision without a strategy remains an illusion.”

- Lee Bolman
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Strategic Review/Planning

The goal of a Strategic Review/Planning process is to:

Assess the current state of a captive(s);

Identify its strengths and weaknesses; and

Determine the parents’ current goals and objectives.

Perform analysis that results in recommending ways to achieve

those goals and objectives with respect of the captive(s).
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Strategic Review/Planning

The process involves an evaluation of
the captive’s:

Ultimately, the goal of a strategic
review/planning is to create a
clear and actionable roadmap for
achieving long-term success and
sustainability.

= |nternal & external environment,
including its
" mission
" resources
= competitive landscape
= market trends
= owner’s goals & objectives
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Strategic Review/Planning

Captive History &

. Parent/Captive Goals
Current Position

& Objectives

Captive Operational
Structure

Road Map
for Action

Underwriting Activities
Financial Position/ Ratio
Analysis

Investment Approach
Claims Approach

* Economic/Risk
Management Benefits

* Organization TCOR

* Additional Uses

Captive Structure
Domicile
* @Governance
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Road Map for Action
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: Investment . . Captive
Expansion Domicile P

merger/closure/
new formation

Approach

Changes Changes

Opportunities

Expansion of Existing
Coverage Lines

New Coverage Lines

2025 Client Symposium

Develop forward
looking pro-forma

Roadmap for
staggered

financial to detail , :
implementation

long-term value
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“The greatest danger in times of turbulence is not the
turbulence itself, but to act with yesterday's logic.”

- Peter Drucker
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Team/Measurables/Benefits
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Collaborative Team Approach

Risk Transfer Strategy

l Strategic Planning Program Design

Captive Owner Retail Broker

Risk Funding & Strategy Market & Reinsurance Access

_ Regulatory Compliance Program Administration
Market Intelligence Market Intelligence

Reinsurance Placement Reinsurance Placement
\ Optimized Captive Approach /

Collaborative Decision Zone

Performance Monitoring Continuous Optimization
<+ —)
Enhanced Risk Retention Cost Efficiency Tailored Coverage
Optimized Risk Financing Tax & Expense Advantages Enhanced Program Control
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Financial Measurables

Ratio

’

Reserves to Shareholders
Equity
Assets to Liabilities

Net Premiums Written to
Shareholders’ Equity

Liabilities to Liquid Assets

Reserves to Liquid Assets

Loss

Combined

Investment Income

Operating Income

Expense

12/31/2024

Peer Group

2.40 2.90

1.73 1.48

3.5t01

45to1

0.81

0.59

72%

0.85
5%

0.86
13%

2025 Client Symposium

Benchmark

<3.00

>1.25

<3.00

<1.05

<1.05

<1.00

<1.00
0.02-0.06

<1.00

<15%
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Significance
How much risk each dollar of surplus
supports
Captive solvency

Capacity to underwrite new policies

Ability of captive to cover short-term
liabilities
Ability of captive to pay expected
losses
Adequacy of premium pricing and
captive performance
Captive profitability
Profitability of investments
Overall operational profitability from

underwriting and investment
activities

Scale of captive administration costs
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Strategic Review/Planning Benefits

Fresh Look: A strategic review provides The process enables
captives with a systematic organizations to make :
= Reinvigorate and align approach to assess:

changing goals & objectives. » informed decisions

= Understand what value the " the current state . mprove performance
, , s = stay relevant in dynamic and
captive is bringing & plan for = identify opportunities challenges _ _
the future = develop actionable strategies uncertain environments.
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Risk Management Approach
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Designing a Fit-for-Purpose — “Proper” Risk
Management Program

Each company is different and has a different set of needs.

The Captive, as an Insurance Company, benefits from better risk management and therefore should support
the Risk Management Process.

Better Risk Management Willingness to retain more
should equate to higher risk risk and think differently
appetite for the parent. about risk transfer.
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Start with Why...
WHY

(Your Purpose)

WHAT

(activities that are
carried out)
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Start with Why...

From...

s

Transfer risk

4 )
Traditionally (single line)

\_ J
4 )
Buy (re)insurance
\_ J

To...

( )

Be strategic to the
company’s success

Risk mitigation, risk
financing and risk transfer

\_ J

4 )
Deploy a bespoke Risk
retention/transfer
solution that holistically
addresses present and
future corporate risks

- J
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Hierarchy of Risk Retention Insurance Market

Suits pure risk transfer
Potential cost, or fear, of losses is high, and
premiums tend to be low relative to limit.

Business/Budget

Best dealt with in business unit budgets:

Losses are predictable and difficult to reduce/avoid; risk
transfer has limited value as insurers need to cover costs
and make a profit
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Financial Cost:

Retained claims > Premium savings

TCOR Increases

Financial Gain:

Premium savings > Retained claims

TCOR Reduces
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PROGRAMME OPTIMISATION: S

Modelling Techniques

Methods to help understand future risk: Total Cost Framework:

Scenario Stochastic Expert

Testing Analysis Opinions Premium

Saving

Industry Exposure
Data Based
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Multi-Year/Line Case Study
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Typical Features of Multi Year — Multi SRS

Line

Market

Captive

PDBI €1bn
D&O €300m General

Terrorism (A) €150m Jiability €400m

€250m Cargo €50m (BC) Trade Credit
€2.5m eel / (locally

€7.5m annual purchased)

Other - EPL,
Crime, Recall,

agg €500k eel
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Typical Features of Multi Year — Multi SRS

Line

Market
Captive

SIR’s

PDBI €1bn
Terrorism to D&O €150m  CGL to €400m Cyber

£250m (BC) €200m Trade Credit
Cargo to €50m (global) Other

Captive Net Retentions across all programmes, potential for protecting annual downside

Business SIRS, low to recognise local risk appetite and lack of ability to control of key risks
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Benefits: Financial

Reduce total cost of
risk in the short &
long-term

Aggregate & incubate Long-term approach
new/emerging risks manages volatility

Profit commission

benefits Long-term stability
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Benefits: Operational & Strategic

. . Expandable & Flexibility: difficult to
Additional capacity . . :
extendibility insure risks
Breaks annual renewal Can be combined with
cycle multinational fronting
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Potential Pitfalls

Do the economics make sense? Broker input and support?
Perceived complexity? Risk Appetite
Timescale to implement? Long-term commitment?
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SRe Observations

Clients generally
surprised at how
uncomplicated the SRe
process is

Diversification is
inherent within the
captive structure
however SRe enables
the captive to better
capture this value

Data required is readily
available and client
involvement is minimal

Uncorrelated risks will
generate higher benefit
through diversification
—e.g. Trade Credit
mixed with traditional
P&C

2025 Client Symposium
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Recommended Step 1 -
Undertake initial
plausibility analysis for
“Go/No-Go”

In almost all cases the

SRe provided potential

for material financial &

strategic benefit over
the period
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Expansion Case Study
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Expansion Case Study: Background

Maturing captive (5t underwriting period) underwriting AL and GL with strong performance and growing

investment performance.
Property is the newest “problem” coverage line for the captive owner.
Captive owner wants to understand the impact of placing a S10M layer of property into the captive.

Captive being considered because operating entities are not able to absorb significant property exposure and

stop-loss available behind captive.
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Expansion Case Study: Approach

Actuarial analysis/CAT modeling of property layer completed with expected and higher confidence level

estimates.

Built a forward-looking pro-forma that merged AL, GL and PROP projections and completed a stress test to

display the range of results they could expect.

The analysis included the impact of investment income results after conferring with investment manager on

liquidity needs.
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Values x 107~-7

Expansion Case Study

Pre-Tax Profit

0.00 8.99
| 24.9% 5.0%
1.2 7
1.0 1
Pre-Tax Profit
Minimum -21,136,336
Maximum 16,707,844
0.6 1 Mean 2,576,426
' Std Dev 4,372,011
10% -3,258,333
75% 5,588,741
0.4 1 90% 7,745,989
Values 100000
0.2 1
0.0 T "
n o n o n o n o n o
o & 0 - ' . . N

Values in Millions

2025 Client Symposium

Values x 107-7

Strategic Risk Solutions

Total Capital
0.25 15.90

1.6%

93.4% 5.0%

1.2

1.0 1

0.8

0.6 1

0.2 1

0.0

-15

_10 4

20
25 1
30 -

o n o n
— ~—

Values in Millions

[l ToraL caprTaL

Minimum -12,298,573
Maximum 25,789,577

Mean 9,982,735
Std Dev 3,908,983
10% 5,003,847
75% 12,599,442
90% 14,658,689
Values 100000
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Expansion Case Study

LOSS AND EXPENSE RATIOS
INCURRED LOSS : NET PREMIUM

U/W EXPENSE : NET PREMIUM:
GENERAL & ADMIN.EXP. : NET PREMIUM
COMBINED EXPENSE RATIO

SOLVENCY RATIOS

PREMIUM : CAPITAL AND SURPLUS

RESERVES : CAPITAL AND SURPLUS
RETAINED RISK PEROCC *: EQUITY

NET PER OCCURRENCE RETENTION

SRS
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2020 2021 2022 2023 2024
81429% 82.305% 81907% 75.749% 82.863%
0.232% 0.232% 0.232% 0.231% 0.230%
1.700% 1462% 1439% 1416% 1.150%
83.361% 83.999% 83.577% 77.397% 84.243%
2917 To 1 2.086 To 1 1613 To 1 1301To 1 1254 To 1
1357 To 1 188 To 1 1985 To 1 1717 To 1 1568 To 1
83.33% 57.22% 42.50% 32.89% 25 1%
2,000,000 2,000,000 2,000,000 2,000,000 10,000,000
2025 Client Symposium
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¥ ThankYoul " T

For questions, please reach out to

European Based Opportunities: Derek.Bridgeman@strategicrisks.com

US & International Opportunities: Michael.O’Malley@strategicrisks.com



