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History of schemes

1966 . 1982 . 1993 2003
Japanese Earthquake Hurricane Celia Caisse Pool Reinsurance Company (UK)  aystralian Reinsurance Pool Corporation
Insurance Centrale de Florida Hurricane Catastrophe Fund ARPC
(Texas, USA) FHCF S .

JEI Reassurance . . . PT. Asoransi Maipark Indonesia

1041 A France) Hawaii Hurricane Relief Fund MAIPARK
o i : 1972 HHRF
QI E) ' 3 New Zealand Earthquake
Compensacion de 1968 Tg:plcal Commission d : AL :
Seguros (Spain) National Flood Insurance S Hurricane Charley (Cuba, Jamaica,
Program (USA) Agnes(USA) Cayman Islands)
A NFIP A 1975 Hurricane Frances (Bahamas,

lceland 1994 Dominican Rep., Puerto Rico, Turks
it d Caicos)
1944 Catastrophe 1990s Further modification : an
New Zealand Earthquake and Insurance N of the NFIP (USA) Hurricane Ivan (Cayman Islands,

Wi D ST Northridge Grenada, Jamaica, St. Vincent, Cuba,

._____________________.>

' attacks in Britain

Barbados, Haiti, Trinidad and Tobago)
earthquake
e Iifrr?i A Hurricane Jeanne (Haiti, Puerto Rico,
Bahamas)
1960 2020

1967 National 1991 | i i 2009
Wairarapa Oostmalle and Westhoek S T Storm Council ' Turkish Catastrophe Romanian Catastrophe
: > (Denmark) o Insurance Pool Insurance System
earthquakes, tornadoes (Belgium) ~ (Belgium) i PAID
New Zealand I 4 R4 Viarmara earthquake,
1964 1973 1993 __ Turkey
Niigata-City Modification of the Mississippi Floods Chi-Chi earthquake, , 2007 ,
1939 earthquake (Japan) NFIP (USA) (USA) Taiwan Caribbean Catastrophe Risk
End of Spanish : Insurance Facility
Civil War Vestman Island 1996 CCRIF

California Earthquake Authority CEA
! Fondo de Disastres Naturales (Mexico)
: FONDEN Calamaties Compensation Act

v (Netherlands)

eruption (Iceland)

Hurricanes Katrina, Rita and

v Wilma (Gulf of Mexico)
1971 v 2001
Texas Windstorm 1992 Taiwan Residential Earthquake
Insurance Association Hurricane Andrew (Florida, USA) Insurance Fund

TWIA Hurricane Iniki (Hawaii, USA) TREIF
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Catastrophe risk challenges & Government involvement

Taking
responsibility in
disaster situations

Insurability of Social Impact on longer
catastrophe risk responsibility term objectives

Complexity of risk Research and
assessment mitigation agenda

AON
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International experience of pooling the natural
perils:

ll. Scheme comparisons



Relationships with the insurance market

Entity

CEA (California)
CCS (Spain)
EQC (New Zealand)
HHRF (Hawaii)
ICIF (Iceland)
JER (Japan)
NFIP (USA)
NNPP (Norway)
NDS (France)
PAID (Romania)
TREIF (Taiwan)
TWIA (Texas)
TCIP (Turkey)

Proprietary & Confidential

Cover provided through
insurance companies

< N X

v
v (as reinsurance)
v
v’ (as a pool)
v

SN X X

Policy administration by
insurance companies

v
v

No policy issued
v

No policy issued

v’ (“write your own” scheme)
v

v
v
v

<

Claims handled by insurance
companies

v

v’ (partial)

DN N N N NN
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Relationships with government

Full Government

Entity Country / State No Government Funding Funding Government Guarantee
CEA California v

CCRIF Caribbean v

CCS Spain v 4
EQC New Zealand v v
FHCF Florida v

FONDEN Mexico v

HHRF Hawaii v

ICIF Iceland v v'
IRV Switzerland v

JER Japan v v?
NFIP USA v v?
NNFNDA Norway v

NNPP Norway v

NDS France v v
PAID Romania v v®
TREIF Taiwan v v°
TWIA Texas v

TCIP Turkey v v
Notes:

1  The ICIF may take out loans backed by a Treasury guarantee

2  The JEl is guaranteed up to ¥5.5 trillion (about USD60bn)

3 The NFIP may borrow from the US Treasury

4 The French Government guarantees the liabilities of the reinsurer, CCR

5 Legislated for but not yet put into effect

675 The Taiwanese Government guarantees bank loans negotiated by the TREIF, but if total claims exceed a set amount, settlement will be proportional

USD2.5bn has been made available from State funds following a disastrous claims experience in 2008 Am
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Requirements to take up cover

Entity Country / State Voluntary purchase Compulsory addition Compulsory purchase
CEA California v

CCRIF Caribbean v

CCs Spain v

EQC New Zealand v

FHCF Florida v
FONDEN Mexico v
HHRF Hawaii v

ICIF Iceland v
IRV Switzerland v
JEI Japan v

NFIP USA s

NNPP Norway v

NDS France v
PAID Romania v
TREIF Taiwan v

TWIA Texas v

TCIP Turkey v?
Notes:

1 For homeowners to insure with a PIB (Cantonal Public Insurance Company for Buildings)
2 Property owners may be required to obtain cover as a mortgage condition
3 For homes in urban areas only

AON
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Insurance coverage

Entity Country/State Non-residential property insured

CCSs Spain Most material damage and automobile policies

FONDEN Mexico Public infrastructure, forests, historic places

ICIF Iceland Public infrastructure

IRV Switzerland Property insured by the Public Insurance Companies for Buildings (PIBs)monopolies
NFIP USA Various non-residential property including commercial and state owned
:;INFNDAINNP Norway Property insured against fire

NDS France Property insured against fire

TWIA Texas Commercial buildings and contents

All schemes provide for residential physical property damage (except CCRIF).

Table above shows schemes also supporting non-residential property.

AON
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Perils cover

Entity Country / Earthquake Earthquake Volcanic Tsuna Landsli Storm/hurricane Flood Terrorism Other
State fire mi de
CEA California v
CCRIF  Caribbean v v
CCs Spain v v v v v v Meteorite,
terrorism
Land
EQC New Zealand v v 4 v 4 Land only only
FHCF Florida Dec!ared
hurricane
FONDEN Mexico v 4 v v v v v Any natural
disaster
HHRF  Hawaii Declared
hurricane
ICIF Iceland v v Snow
avalanche
IRV Switzerland MSK VIII+ v Avalanche
JEI Japan v v v
NFIP USA v v
NNFNDA Norway v v v v v v
NNPP Norway v v v v v v
NDS France As declared by Ministerial decree
PAID Romania v v v
Land
TREIF  Taiwan v v v Caused by Caused by deformation
earthquake earthquake etc
TWIA  Texas v
TCIP Turkey v v




Underwriting positions

= Risk rating

— Those with..

« US, Japan, Turkey, Switzerland,
CCRIF

— Rest without

= Coverage Limits
— Private insurance match

— First loss basis to fixed limit

= Deductibles

— Varied — table opposite

Proprietary & Confidential

% of sum

Country / Monetary insured Co-
Entity  State excess excess insurance
CEA California’ 4 4
ccs Spain v'(max) v
EQC New Zealand v/(min) v
FHCF  Florida v? v
FONDEN Mexico v v
HHRF  Hawaii v'(min) v
ICIF Iceland v'(min) v
IRV Switzerland® v v
NFIP USA v
NNPP Norway v
NDS France' v v
TCIP Turkey v'(max) v
Notes:

1

2
3
4

Depending on the type of property covered

Ceding company’s retention

Budgetary capacity of the state or government department

For policies under the Natural Hazards Pool, there is a monetary excess for
residential contents and a co-insurance on all other types of property, with

minimum and maximum figures

Empower Results®
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Risk transfer

No Risk Government
Entity Country / State Reinsurance Capital Markets Transfer Guarantee
CEA California v v X
CCRIF Caribbean v v X
CCSs Spain v v
EQC New Zealand v v
FHCF Florida v X
FONDEN Mexico v X
HHRF Hawaii v X
ICIF Iceland v v
IRV Switzerland v X
JEI Japan v v
NFIP USA v v
NNPP Norway v X
NDS France v v
PAID Romania v v
TREIF Taiwan v v v
TWIA Texas v X
TCIP Turkey v v

Proprietary & Confidential
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Risk assessment



Modelling the Earthquake Risk in Azerbaijan

Earthquake Risk in Azerbaijan Aon Benfield Earthquake Risk Model

ismic hazard map (GSHAP) = The only available probabilistic earthquake
risk model for Azerbaijan released in May
2014

= No similar model is offered by commercial
models providers.

= Probabilistic model that simulates >16,000

stochastic scenarios to cover all possibilities
from small frequent events to rare extreme
Sy events.

= Based on latest scientific research:

» Peak earthquake hazard — Northern part
of the country.

= Absheron is not the most hazardous
region, however, due to highest
concentration of the exposure it has by
far the highest probability to generate a
worst-case scenario event (1in250 PML).

-

Aon Benfield Analytics

| Proprietary & Confidential
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Loss Calculations — Azerbaijan Countrywide Dwelling Stock

» Countrywide building stock (insured & non-insured):

— 1.88 mil dwellings (as per the census data) redistributed according to the population density
— Total insurable value (replacement cost) estimated as: AZN 52.1 bn
— Total modelled 1in250 PML: AZN 700.6 m

Population per region

Dakhlig- Nakhchivan
Kalbajar-_ Shirvan 5%

Lachin % ]
3%

Karabagh_—"
7%

Guba-
Khachmaz
5%

Lankaran
9% 6%

Proprietary & Confidential | Aon Benfield Analytics
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AZN Millions

1,000 -
800 -
600 -
400 -

200 -

Modelled loss as return period in years

1,600 -
1,400 -

1,200 -

== |nsurable ground-up loss

200 400 600 800 1000

Return period [years]
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Why is Catastrophe Reinsurance important



Catastrophe Events are covered by Reinsurers

More than 50% Reinsured

AON
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Reinsurance protects financial stability of Insurers

Czech Floods 2002

— Vlatva river burst banks

— Prague submerged 3 meters

— Worst flooding seen in over a
century

2002 Czech Market Flood Claims (in USD)

1,600,000,000 .
1,416,875283  _______---------""7777

1,400,000,000 -

1,200,000,000

1,000,000,000 Paid by

Czech
500,000,000 ———llll _Insurers
600,000,000 3%
449,611,774 °

400,000,000
200,000,000

Czech 2001 Property Gross 2002
Premium (Household and Flood Loss

Industrial Commercial) Am
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Reinsurers provide quick cash flow in Cat events

Hurricance Katrina 2005

— Total Estimated Insured Loss USD
75bn

— Flooded 80% of New Orleans
— Almost 2,000 people killed

Hurricane Katrina (2005)
Average Settlement Speed of Lloyd’s Reinsurers

0-10 Days — 40.0%
11-15 Days __ 17.0%

16-20 Days _- 6.50%

21-25 Days __ 13%

26-30 Days F 4.80%

0% 10% 20% 30% 40% 50%

Proprietary & Confidential
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Current situation on the international
reinsurance market



Reinsurance Supply Evolution Continues

» Reinsurer capital continued to increase in Q3 2014, up USDS5 billion over the prior quarter and up
more than 6 percent since year end 2013

= Non-traditional capacity continues to show growth, increasing by approximately 25 percent in the first
nine months of the year

Source: Individual company reports, Aon Benfield Analytics Am
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Bond and Collateralized Market Development

= Non-traditional capacity increased by more than USD12 billion through 2014, an increase of almost 25
percent to USD61.9 billion over 2013

» Collateralized reinsurance increased over 25 percent from USD23.4 to USD29.4 billion

» Sidecar and ILW capacity continue to provide a smaller source of capital to the market, but also saw
significant percentage increases, growing 50 percent and near 100 percent respectively

= Col Re
70 Col ILW
W Sidecar
60 |- B Bonds

USD billions

50 -
40 - I
30 I
20 __—-.

10 [ -

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Q3
2014

Source: Aon Benfield Securities, Inc. Am
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Reinsurer Financial Results: ROE and Valuation

» Annualized ROE increased
to 12 percent at 9M2014,
up from Q2 2014 (10.8 percent) and by comparison to
9M 2013 (11.4 percent)

=  Stock market valuation of reinsurers was 1.03 times
book value, very slightly up from the 0.99 times at
June 30, 2014

*1H 2014 has been annualized Note: Common Net Income ROE, share repurchases and price/book charts relate to the Aon Benfield
Aggregate group of companies

Source: Individual company reports, Aon Benfield Analytics Am
Proprietary & Confidential
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2014 Global Catastrophe Losses Well Below Average

» [nsured global catastrophe losses in 2014 were at their lowest levels since 2009

=  With the exception of severe weather and winter weather, the rest of the natural disaster perils were
either at or below their recent 10-year averages (2004 to 2013)

» For the third consecutive year, catastrophe-related losses continue to decline following a record year
in 2011 in which the insurance industry and government-sponsored programs paid out more than
USD123 billion (2014 USD)

® Tropical Cyclone

140 m Severe Weather
® Flooding

120 L Earthquake
®\Winter Weather
mWildfire

100 EU Windstorm
m Drought

80 - m Other

USD billions

60 |

40 I

-A g BB gl

, B N .:.-.=.I.=.=.1

Source: Impact Forecasting Aw
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Who we are: About Aon Benfield



Aon Benfield: An Overview

Aon Benfield, a division of Aon plc, is the world’s leading reinsurance intermediary and full-
service capital advisor—providing coverage for insurance companies against catastrophic

claims and helping to grow their business.

Our colleagues empower insurers and reinsurers
globally to...

» Better understand and transfer risk

= Utilise innovative data and analytics to quantify
exposures

» Access customised capital across the global treaty,
facultative and capital markets

= Optimise capital performance to improve operational
effectiveness and achieve business growth

Proprietary & Confidential

Beauty in Numbers

#1

USD 32 bn

USD 1 trn

#1

80

100+

USD 130 m+

Reinsurance intermediary based
on global annual revenues

Premium placed in the global
reinsurance marketplace annually

Investment grade capital made
available to clients

Broker in every region—Americas,
Asia Pacific, EMEA and UK

Offices in 50 countries
Industry awards since 2009

Invested annually in analytical
capabilities

AON
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Aon Benfield Analytics: >500 Team Members; 130 m USD Annual
Investment

* Model and analyse client property portfolios
* Third party model evaluation

* Quantify economic costs and benefits of risk transfer
* Reinsurance structuring and optimization

* Advise clients on key factors impacting financial strength ratings
* e.g from S&P, A.M. Best

 Advise clients on managing capital and reinsurance strategies
* Help clients navigate regulatory requirements — e.g. Solvency Il

* Deliver key information to clients on market trends and
reinsurance counterparties strength

* In-house catastrophe model development
* Reports on cat events

* Academic-industry collaboration

Aon Benfield Analytics | Proprietary & Confidential 2 Aw
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Aon Benfield Involvement

Scheme
CCRIF
FONDEN
EQC

JER
MAIPARK
Thai pool
TREIF
Algeria
CCR, NDS
CCSs
Dutch
ICIF

IRV

NNPP
NNFNDA
PAID
TCIP

UK

African risk pool

Country
Caribbean
Mexico

New Zealand
Japan
Indonesia
Thailand
Taiwan
Algeria
France
Spain
Netherlands
Iceland
Switzerland
Norway
Norway
Romania
Turkey

UK

Proprietary & Confidential

Aon Benfield Involvement
v
v
v

Not brokered
v

N/A
v
v

N/A
Do not buy reinsurance

N/A
v

v
v
Not reinsured
v
v
N/A
X

Aon Benfield is involved in most of schemes

29
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