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MDS Group

« Among Market Leaders
* More then 700 employees
« Annual Premium: > USD 700 MM

* More then 9.000 corporate clients
and 700.000 individual clients
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Escritorios Escritorios

MDS Brokerslink Grupo MDS Brokerslink Parceiro S/R



International Network

Brokerslink

Global Insurance Alliance

* 'Founded and Led by MDS

® One of the Biggest Global Brokers Alliance
®* 5.800 employees

® Premium: > US$ 10.5 bi

® Presence in over 60 countries: Europe, Americas, Asia and Oceania

® Almost 300 offices
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Risks Consultants »
HCRCO

CONSULTORIADE RISCOS
BRASIL | PORTUGAL

® Risk Analyses

® Loss Controls

®* Risk Management Program
® Area Classification

® Survey Inspection

® Consequence Analyses

® Protection and Contingent Plans Systems
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Introduction

Latim America Today

® Economy Good Moment

® International Investments

®* Infrastructure and Social Development

® Society enhancement (less poverty and category upgrade)

® Privileged and higher presence in Global Economy

®* Insurance Market Growth (4 economy,4 insurance penetration,§ MKT competition

4 Life and benefits,4Micro-insurance, 4 bounds)
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Main concerns of Int. Risk Managers

®* Get Full Placement (Capacity)

®* Follow all rules adequately (World Wide)

® Local Terms and Conditions (be adequately insured) Hydroelectric Project
® Restriction of acceptance (Some Activities) 160
®* Worse T&C

= 60% increase due:

® Inconsistency (pricing /underwriting) 209 oct
% - projec

) . 115 changing
* Exchanging rate Adjustments 50% - people
100 30% - equipment
. t
* Inflation s

® Building VR (6,7% - incc data)
® Salaries (6-8%)

>

®* Replacement Equipments 2007 2008 2010




Insurance Sector Latin America

Government Action

Intervensionism Protectioninsm

® Main objectives:
®* Local market Protection (jobs, people development, local premium, nacionalism)
®* Keep stability and realiability of system (Ex.: world financial crises)

®* Tax evasion

® What can we do?
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Experience with “"RI closed market”

®* Any risk HAD to be placed localy x Any risk HAD to be placed localy

®* Local Reinsurer = damper to international market floating n
Closed MKT

" Open MKT
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®* High control of government
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Some recent Changes in South America

* Ecuador
Insurance Companies = Banks

®* Venezuela

Int. RI 100% allowed - registered

®* Argentina
100% local Reinsurance (Resolucado 36.615 de SSN "s6 poderdo operar com empresas
gue se estabelecam na Republica Argentina)
Benefit of Mercosul

®* Brasil

Local retention 40%, “right of 1st refuse x has to be placed locally” (Resolugao
225/2010)

RI intragroup limited to 20% (Resucao 224/2010 and 232/2011)

CONSULTORES
DE SEGLIROS ERISCO |



Reinsurance Rules Changes

® 2000's Movement of Market Opening = Help client to access capacity
®* Better T&C
® Sophisticated insurance

®* Market competitiveness

® 2010’s — Seems like “regression”

® More restrictive rules
Why those changes?

Local reinsurers receiving unreasonable Terms

Local Retention Decrease through International carriers (reinsurance intra-group)
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Reinsurance Rules Changes

What are the effects of those changes?
®* Lack of qualified professionals
®* Lack of capacity
® Less competitiveness
® Restrictive Acceptance for some risks
®* Complicated placement (more formalities, data, registers, controls, timing, etc.)

®* New local players

What about local Authorities
®* Can be flexible to particular issues (high Limit risks, no local support, etc.)
® Local Authorities, better undestanding of Int. RI Market

® More tasks = more people needed (Are they prepared to control?)
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Access adequate and Sophisticated Insurance

Local rules effectivelly restrict access to Adequate Insurace Programs?

What needs to be done to access adequate insurance?

1. Amend Law
*Negotiation with local authorities
Involvement of local market, carriers, associations
*Best solution for the future

Difficult to predict time and accomplishment

2. Place risk locally (full or partial)
*Approach local market

*Present risk (mainly the company and UW information)

«Attract Local Market to Local Program (follow T&C required)

CONSULTORES
DE SEGLIROS ERISCO |



Access adequate and Sophisticated Insurance

Place part of risk locally — the beneficial side

®* Additional capacity / support / market

Large Energy Programs reaching USD2bi limit

®* Claims Adjustment Support

Language skills, law understanding (incl. taxes), values and replacement benchmark
®* Risk Engineering / Inspection

Contingency plans and understand of exposure (Ex.: Fire in Telecom central station)

®* Local expertise (offer adequate solutions for local necessity — specific

wording/coverage)

Combined Cycle Thermopower Plant: large limit, extensive replacement time, unique
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Include South America on Global Program

* Is it difficult?
® Consider

®* Global T&C (Corporate Risk Transfer Policy) and local necessities (your program

includes tumults, authority acts, water damage, etc.?)
®* Putin place “global wording” (it may need local authority approval)
® Offer local market (if compulsory)

® Convince them (local market) to step in the account and follow Global T&C (can be
the best solution)

® DIC/DIL can be considered non-addimited

®* Non-Addimited subjected to high penalties

CONSULTORES
DE SEGLIROS ERISCO |



Case 1 - Rock Band Global Tour, LatAm Policy

4 countries (multimillionaires events)

®* “No Show” coverage

® Specific wording, underwriting, exposure, risk understanding
®* 100% of risk was placed outside LatAm (“package” deal)

®* 1 fronting policy in each country

Solution:
®* Offer to locals, All declined

® Policy was issued before new Resolutions (few months before the event)
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Case 2 — International Fashion Store

37 locations (in Brazil)

3 policies (Property, Liability, transportation)

Low limit, T&C easily accepted by local market

Global agreement with a multinational carrier

Solution:
¢ Issued local policy (following global agreement: T&C and carrier)

® Risk retained locally (no facultative placement), carrier internal arrangement
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Case 3 - Ethanol Plant

® High values and limits with complex coverage’s
® Restrictive acceptance, difficult placement

® 70% of Int. Reinsurance Support

Solution:

® Present risk to main local RI’s. Bring them in to the risk

® Got 40% local capacity (10% sign down for Int RI's)
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Case 4 - Foam manufacturer

® Undesirable Activity for most of companies
® High Claims rate, Poor Risk Management

® No acceptance/support on local market

Solution:
® Get 100% support via Int. Market (high premium and deductible, low coverage).
® NO acceptance of local Market

® Request special approval from local authority.

® Fronting policy (local carrier).
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Conclusion

®* Latin America is a Key Market for Global Corporations including insurers
®* New rules can be overcome

® Local entities working for better solutions

®* Entrance of new players

®* It has developed substantially from the last 10 years

® Companies needs to have local insurance expert to:

® Place risk properly

® Understand and Follow local rules
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Thank you

Victor Garibaldi

Rua Dr. Fernandes Coelho, 85 - 12°.andar
05423-040 Sao Paulo Brasil
Tel 55 11 3093 6171

Victor.garibaldi@mdsbr.com.br

www.mdsbr.com.br

@ Brokerslink




