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Market Financial Year Results - Inte Group Reinsurance

Reinsurance and Pooling

Reinsurance and Pooling costs represent approximately 40% of average
P&I premiums paid by ship operators (although in some sectors the fixed
costs can account for in excess of 85% of premiums).

This section outlines the results of the International Group (IG) Reinsurance renewal
negotiations at 20 February 2021.

Relatively stable results in a turbulent environment

= The main International Group (IG) reinsurance programme is in the middle of a two-
year deal

= Structurally the programme remains unchanged

= Due to the renewal of the Overspill layer, MLC reinsurance and War P&l reinsurance,
the overall cost of the programme will increase by +1.4%

* In the context of an extremely hard reinsurance market, cost increases are relatively
modest and no COVID-19 related exclusions have been imposed

= The International Group has introduced a new ‘ship type’ — Fully Cellular Container Ships
(FCCs) for the purposes of allocation of the reinsurance cost (this class of ship was
previously included in the ‘dry’ ship section)

= In line with historic loss records into the reinsurance programme, the cost for FCCs will
increase and the cost allocation to dirty tankers will reduce slightly

The International Group has

structure chart remains as on the next page. : introduced a new ‘ship type’ - Fully
Cellular Container Ships (FCCs)

The 2020/21 structure of the IG Reinsurance programme is unchanged, consequently the =&
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USD 8.2bn _
approx.
Catastrophe/Overspill Call
Liability of Shipowners
USD 31bn __
USD 21bn _
USD 600m
Third Layer
Unlimited Reinstatements

USD 1.5bn _
USD 11bn _
USD 750m _

= =

GE) o

g g

< -]

o o

First Layer 70% ] 2

Unlimited Reinstatements 'E. -E.

& 5

z &

E 5

= =

ES ES

o o

USD 100m _ = —

7.5% 50m x 50m Upper Pool
’ [Upper Hydra]
USD 50m _

USD 30m __ 20m x 30m Lower Pool 2 [Hydra]

USD 10m _

20m x 10m Lower Pool 1

Individual Club Retention (ICR)

WillisTowers Watson Ll"1'l:l

IG Protection & Indemnity
Reinsurance structure
(not to scale)

__ USD 3.0bn Aggregate of Passenger
and Crew Risks

__ USD 2.0bn Sub-limit in respect
of Passenger Risks

USD 1.0bn Limit in respect of Oil Pollution

Il 'dividual Club Retention (ICR)

- Hydra

~ | Annual Aggregate Deductible (ADD)

IG Rl cost changes

The pricing impact of the reinsurance programme
cost increases equates to approximately a +1.4%
increase overallin cost ‘per GT’

Reinsurance cost contained

With the main IG general excess of loss reinsurance programme in the middle of a two-year
deal, the only areas of cover to be negotiated in preparation for the 2021 renewal were the
IG’s collective overspill layer (USD 1 billion in excess of USD 21 billion), the Group’s MLC
reinsurance and the excess War P&l covers. All three of these programmes have faced
material cost increases from the reinsurance market, but they have been successfully
renewed with unchanged structure.

The overall pricing impact of the cost increases to these smaller areas of the IG reinsurance
programme, equates to approximately a +1.4% increase overall in cost ‘per GT of the
reinsurance rates allocated to ship operating members.

The most significant change at 20 February 2021 however is the introduction of a fifth
category of ship type for the purposes of reinsurance cost allocation. Reflecting that Fully
Cellular Container Ships (FCCs) now represent approximately 20% of all tonnage entered
in IG clubs and that the incidence of claims related to this class of ship is increasing, the IG
Reinsurance Subcommittee decided that it would be equitable to introduce FCCs as a new
category of ship in the reinsurance rating structure.
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Results of the IG Reinsurance renewal at 20 February 2021: IG reinsurance, cost changes by vessel type
40
The new IG reinsurance ‘rates per GT’ are set out fully below. 35
E
Following the principle of adjusting the rates for different ships based on their historic 2 80
loss record to the reinsurance programme, the main adjustments away from the 1.4% g 25
average increase are: E 20
5 15
= rates for tankers carrying persistent oil reduced by 2.1% =
. . . . 210
= the new rate for FCCs is effectively a 7% increase on the 2020/21 ‘dry’ ship rate
05
h/
Vessel 2020/21 2021/22 Change Percentage 00
Type (USD, per GT, (USD, per GT, (USD, per GT, change 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 |21
per annum) per annum) per annum) M Dirty Tanker I Clean Tanker M Container (FCCs) Dry / Other M Passenger
Dirty tanker 05747 0.5625 -0.0122 -21%
Clean tanker 0.2582 0.2619 0.0037 14%
Container (FCCs) 0.3971 04249 0.0278 70%
Dry/other 0.3971 04028 0.0057 14%
Passenger 3.2161 3.2624 0.0463 14% S
The progression in the IG reinsurance rates over the last 25 years is shown in the
graph across the page.
19 20 21

The most significant change at 20 February 2021
however is the introduction of a fifth category of ship
type for the purposes of reinsurance cost allocation
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About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and solutions company that helps clients around the world turnrisk into a path for growth. With roots dating to 1828, Willis Towers Watson has 45,000 employees
serving more than 140 countries and markets. We design and deliver solutions that manage risk, optimise benefits, cultivate talent, and expand the power of capital to protect and strengthen institutions and individuals. Our unique
perspective allows us to see the critical intersections between talent, assets and ideas — the dynamic formula that drives business performance. Together, we unlock potential. Learn more at willistowerswatson.com.

Willis Limited, Registered number: 181116 England and Wales.Registered address: 51 Lime Street, London, EC3M 7DQ. A Lloyd’s Broker. Authorised and regulated by the Financial Conduct Authority for its general insurance mediation
activities only.

This financial commentary offers ageneral overview of its subject matter. It does not necessarily address every aspect of its subject. It is not intended to be, and should not be, used to replace specific advice relating to individual situations and we
do not offer, and this should not be seen as, legal, accounting or tax advice. If you intend to take any action or make any decision on the basis of the content of this publication you should first seek specific advice from an appropriate professional.
Some of the information in this publication may be compiled from third party sources we consider to be reliable, however we do not guarantee and are not responsible for the accuracy of such. The views expressed are not necessarily those of
Willis Towers Watson. Copyright Willis Limited 2020. All rights reserved.

Copyright 2020 Standard & Poor’s Financial Services LLC. Reproduction of S&P Credit Ratings in any form is prohibited except with the prior written permission of Standard & Poor’s Financial Services LLC (together with its affiliates,

S&P). S&P does not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of ratings. S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. S&P shall
not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs or losses caused by negligence) in
connection with any use of Ratings. S&P's ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the market value of securities or the suitability of securities
forinvestment purposes, and should not be relied on as investment advice.

m~~ y n willistowerswatson.com/social-media

Copyright © 2020 Willis Towers Watson. All rights reserved.
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