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Executive Summary

* [Syndicate] has growth potential in Puerto Rico, United States Surplus
Lines, United States Admitted and Latin America markets

e Puerto Rico International Insurance Center’s platform provides
accessibility to all named markets, at unmatchable conditions

e Puerto Rico’s underwriting costs are considerably lower than United
Kingdom and other insurance hubs in America

* Puerto Rico’s Government proposes that [Syndicate] benefit from unique
opportunities in our jurisdiction
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Puerto Rico Property & Casualty Profitable Market

 60.3% Aggregate loss ratio as compared to United States benchmark of
65%

* 5 year Property & Casualty loss ratio reinsurance business of 27%, Cat loss
ratio less than 1%

e 2012 Lloyd’s surplus lines in Puerto Rico: 55% paid claims to premiums

* Non-Admitted and Reinsurance Reform Act will increase size of surplus
lines market

* Additional Puerto Rico profitable business available to [Syndicate]
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[Syndicate] United States Surplus Lines

e 2012 United States Market: $34.8 b

* Amendments to law as per Non-Admitted and Reinsurance Reform Act will
increase size of surplus lines market

 “4% property & casualty industry growth expected, positive pricing trends”

*  “Investment environment will continue to grow with realized capital gains
returning as a profit center”

e Puerto Rico is a National Association of Insurance Commissioners accredited
jurisdiction and a member of the Association of Insurance Supervisors of Latin
America (ASSAL)

* [Syndicate] will capitalize both in growth of property & casualty market and capital
gains by having a Puerto Rico platform
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The Latin American Insurance Market

Gross domestic product growth in 10
years ,175% in 5 years

Z

<
Non life insurance premiums growth over a 10
year period, non life is largest with USD $84b
in premiums

Whilst global insurance premium grew by
24% over 5 years, Latin America premium
grew by 141%
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The Latin American Insurance Market

Latin America is a source of long term growth for [Syndicate]. An adequate
platform is a must to insure access to every Latin American country
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[Syndicate] Challenges

High
Underwriting
costs

Perception of
remote,
complicated;
“Lloyds mystique”

High
United Kingdom
tax environment

Non-Traditional
Capital providers,
entrance of
competitors
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Puerto Rico Offshore Center for [Syndicate]

* No United States taxation for Non-United States Sources (Latin America,
Asia, etc.)

* Federal excise tax exemption for United Kingdom insurers operating in
Puerto Rico via branches

* 4% of tax over S1.2m of net income, on a syndicate basis. Total exemption
from other taxes including property tax. Guaranteed tax treatment

* Lower underwriting and administration cost

* National Association of Insurance Commissioners accredited status,
admittance to states negotiable
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Underwriting Costs in Puerto Rico

High 30-50% Labor cost
United Sates savings across

Labor Cost typical
outsourcing roles

Lower versus United

Puerto Rico States mainland
Labor Cost
Educated
workforce at
United States
standards

j Wil COMMONWEALTH OF
% L","I PUERTO RICO
B Economie Dievelogment

............................... “8
FOMENTO ECONOMICO
DE PUERTO RICO
PDEC




Underwriting Costs in Puerto Rico

46,000 degrees
awarded in 2011

High
United States

Labor Cost Host of 2 of 20

largest
engineering

Lower
Puerto Rico

Labor Cost eIl

United States

12,500 Direct
Insurance
workforce
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Underwriting Costs in Puerto Rico

Real estate
options subsidized
by Property Tax
exemption

High
United States
Labor Cost

Puerto Rico is the
domicile to
capitalize on long
term low- to-
moderate
underwriting costs,
due to skilled labor
force abundance
and real estate
conditions

Lower
Puerto Rico
Labor Cost
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Preferred Tax Regime in Puerto Rico

1) Tax free United States risks if properly structured

2) Non United States taxes for Non United States sources of
income

3) Low tax, secured at Puerto Rico

4) No premium, property, withholding taxes
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Multiple Market Access Facility:
International Insurance Center Puerto Rico Branch

Puerto Rico
Reinsurance
& Surplus
Lines

Insurance

Puerto
Linked

Securitie R|C0
Issuer
Branch

<

United

States

Surplus
Lines

Latin
America
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[Sindicate] Multiple Capitalization Facility:
International Insurance Center Puerto Rico Branch

Latin America
Market
Growth

Property &
Realized Casualty
Capital Gains Market

Puerto Rico Growth
Branch

Puerto Rico
Preferred Tax Low
Regime Underwriting
Cost
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Business Proposal

* [Syndicate] establishes a Branch in the International Insurance Center

* Branch will be able to access additional business not currently available
for competitive reasons.

* Branch will insure Non United States risks under competitive taxation
* Branch will insure United States risks, tax free if properly structured.
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Invitation

The Government of Puerto Rico extends
an invitation for further discussions in
Puerto Rico, when convenient to
[Syndicate] Directorship
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Thank You

Rubén N. Gely Rodriguez
Deputy Commissioner of Supervision and Compliance
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