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Local Knowledge Matters
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, Central Asia
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and North Africa
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China' s Bel't and Road |

XL CATLIN

China, Mongolia

Brunei, Cambodia, Indonesia,
Laos, Malaysia, Myanmar,
Philippines, Singapore, Thailand,

Timor-Leste, Vietham

Kazakhstan, Kyrgyzstan, Tajikistan,

Turkmenistan, Uzbekistan

Bahrain, Egypt, Iran, Iraqg, Israel,
Jordan, Kuwait, Lebanon, Oman,
Qatar, Saudi Arabia, Palestine,
Syria, United Arab Emirates, Yemen
Afghanistan, Bangladesh, Bhutan,
India, Maldives, Nepal, Pakistan,
Sri Lanka

Albania, Armenia, Azerbaijan,
Belarus, Bosnia and Herzegovina,
Bulgaria, Croatia, Czech Republic,
Estonia, Georgia, Hungary, Latvia,
Lithuania, Macedonia, Moldova,
Montenegro, Poland, Romania,
Russia, Serbia, Slovakia, Slovenia,

Turkey, Ukraine
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DISCLAIMER: This presentation should not be regarded as offering a
complete explanation of the matters referred to and is subject to changes
in law. It is not intended to be a substitute for detailed research or the
exercise of professional judgment. The organising committee of the Asian
Captive Conference cannot accept any responsibility for loss occasional to

any person acting or refraining from action as a result of any material in
this presentation. The republication, reproduction or commercial use of
any part of this presentation in any manner whatsoever, including
electronically, without the prior written permission from Committee is
strictly prohibited.
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China’s Belt and Road | ni Seif-nsuramce Industryp | i c a
in Asia

China Going Global Investment Index ranking

BRI Country Rank 2017 Rank 2015 Rank 2013 2017-15 change
I Singapore 1 2 2 A
Us 2 1 1 A
Hong Kong 3 7 3 A
r Malaysia 4 20 18 A
Australia 5 3 5 v
Switzerland 6 B 7 v
South Korea 7 8 28 A
Canada 8 4 6 v
Chile 9 29 22 A
[ Russia 10 % 9 A



Belt and Road Projects will face the same core risks as any other large
Infrastructure Project
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AOn time (delays = extra cost)
COSTING AOn budget
AWnho bears the cost?

ADelivering a bankable project
EXTERNAL FINANCE ARepayment of loan

AWhat part can insurance play?

AWhat loss or damage could occur during construction
PHYSICAL AWill final asset be delivered as specified under Contract, free of defects
AWnho bears the cost?
ASite Safety during construction
SAFETY ASafe for end user during operation
AWnho is responsible?

ATop of the Global Agenda

=NAAIZION L\ =NAFANE Ao Not in my backyardé

APressure group influence

ADelivering a bankable project
GEOPOLITICS ARepayment of loan
AWhat part can insurance play?




Insurance can address many risks

ASUN CAPTIR General _I nsurance
Marine Cargo

To o To Do To Do

CONFERENCE 2018
- Property Damage
Business Interruption
Workel8 Compensat
Empl olpmliys 6
EXTERNAL FINANC Construction Insurance
' A Constructoi d msiu

Third Party Liability
Localnsurances requiredawy
y y A Delay irStartUp
PHYSICAL A ConstructidPlant &quipment
Speciality Insurance

A Employee Health & Benefits
A Professional Indemnity

A Environmental / Pollution Liabil

A Performance Bond

A Supply Chain

ENVIRONMENTA A Cyber Insurance

A Kidnap and Ransom

A Liguidated Damages
A Terrorism Insurance

A Parametric/Weather

A PoliticalRisks

A

Credit Default




Placing captives at the core of a risk management program facilitates four
key value drivers
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Lower Cost
of Risk

Risk Appetite
Flexibility

ACCELERATE SUPPORT
CORPORATE BUSINESS
OBJECTIVES UNITS
Reduce Cash
. L Control
Flow Volatility oss Contro

Employee

Reinsurance .
Benefits

PROTECT
HUMAN
CAPITAL

ACCESSTO
CAPITAL

Insurance-
Linked Securities

Terrorism Insurance (TRIPRA) Incentivize




Captive owners cite a number of reasons for maintaining a captive

Act as aformal funding vehicle to insure self-assumed risk

Accessreinsurance markets

Design and manuscript own policy form
4%

Realize tax benefits
35%

Centralize global insurance program
Allow subsidiaries to buy down corporate retentions

Provide evidence of insurance to meet contractual or statutory requirements

Write third-party business
12%




Asia Pacific region shows consistent captive growth

B Regional change in Marsh-managed captives, 2016 to 2017

24%
6%
0%
[
-1%
Asia- Caribbean Middle Europe North
Pacific East America

Other



Captives future chal | éllgehaintaanmblogyp por t uni

US and international captive domiciles
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n g are promoting the use of blockchain

technology: Arizona and Vermont enacted
specific blockchain legislation in 2017, and
Malta has announced plans to establish a
digital innovation authority to verify and
certify transactions using blockchain.
Arizona law now recognizes the validity
and enforceability of blockchain in
electronic signatures and smart contracts.
Vermont law allows the application of
blockchain to insurance and digital
banking. Observers expect these laws
may accelerate innovation for captives and
other insurance entities. Vermont is the
largest US captive domicile and world’s
third largest, while Arizona is the tenth
largest US domicile.
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Recommendation

o)

Already a captive owner?
Innovate.

Seek competitive advantages through your captive
by:

¢ Understanding how emerging risks play into your capfive
strategy.

= Using captives in new ways, including for employee
benefits, terrorism, and cyber risks.

« Making captives the core of your risk management strateqy.

« Driving growth opportunities with your captive.

Considering a captive?
Look at your core.

Discuss how captives can benefit your
organization by strengthening the core of your
risk management program by:

* Accelerating business objectives.
* Supporting business units.
+ Protecting human capital.

* Accessing to capital.
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Top 7Main Risksin BRI (statistics from a seminar)

Political risk, personnel safety and enterprise operational risk are
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top three risk / challenge elements

\. Legal& Regulatory

‘ PublicRelationship
\‘ Enterprise Ops risk
‘ Talent Shortage

|
. Personnel Safety

/
. Cultural Difference

. Political Risk

Main Risks




Captive Solutions
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overseas investment risks, especially for those that are hard to be
covered by commercial insurers

Overseas Project 1
Group Parent

Overseas Project 2

Overseas Project 3

Overseas Project 4

1‘ V Transparency &
Control

T Flexible Program
T 1‘ V Power of Pricing

Consolidated Limits/

Consolidated RM )
Retentions




CaptiveSolutions in China

Analysis by Source of Risk
and Stratified by Risk Rank (Before Improvements)
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Legal / Regulatory

Products / Services

Quality

Human Capital

Insurance Risk
Manageme [l Manageme =
CAPTIVE nt Platform nt Tool

®GRS>=15 = 15>GRS>=10 10>GRS>=7 = 7>GRS>=3 = GRS<3

Reinsurance

Insurable Risk

Cost Control
Center

$16.2m $16.4m

$14.7m

mCurrent / Estimatec Premium

Total Cost of Risk

m Cost of Capital @ 10%
= Average Retention

$2 $0.9m

Current Structure Alternative Structure 1 Alternative Structure 2




Strong Motivation

Insurance Program
Integration

A RM Tool

Special Use

Focus on Services

CaptiveSolutions in China

Some observations ({contributions to BRI

Participate in overseas insurable business actively
BRI business increase very fast

Positioning as insurance management tool
integration by lines or regions for cost saving and risk management

Take advantage of group risk management/ engineering resources
Benchmark international best practice via reinsures/brokers etc.

Additional capacity provider
Innovation risk solutions

Efficient claim services
Information platform construction



ChineseCaptives Have More Significant Role In
Belth YR w2l R*LYAUAI GAODSE

A Have better understanding of risks associated with overseas

Investment

A Have better resources, e.g. risk management experts, to tackle risks

NEW SILK ROAD
Yo7 ECONOMIC BELT
RUSSIA
URUMAI
CHINA BELJING
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Overseas Project Risk
Profiling

Risk Management

Residual Risk Analysis
Strategy

Insurable Risk Transfer
e

Uninsurable Risk Treatment

* http://china-trade-research.hktdc.com/business-news/article/The-Belt-and-Road-Initiative/ The-Belt-and-Road-Initiative/obor/en/1/1X000000/1X0A36B7.htm
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