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WHAT IS GREEN ISLAND?

Green Island is a contractual reinsurance pooling arrangement
among a group of single parent captive insurance companies
(participants). The parents of the participating captives represent
a diverse group of Fortune 500 companies with a like-minded
focus on safety, risk mitigation, and loss control. The participants
share the first US$300,000 per occurrence of casualty losses.
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Auto Liability
(Optional)
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Workers’ Compensation
or Federal Employers
Liability Act (FELA)
Liability (Mandatory)

General Liability
(Optional)

WHAT VALUE DOES GREEN ISLAND PROVIDE?

Green Island provides participants with all four of the possible
benefits of risk pooling:

¢ Diversification of underwriting portfolio.
¢ Reduction in loss volatility.

e More stable, predictable captive cash flow to assist with
internal budgeting process.

¢ Transformation of the captive’s own related risk into unrelated
risk which could support tax deductibility of captive premiums
and accelerated deduction of loss reserves (economic
advantage typically 3-5% of total annual captive premium).

SOLUTIONS...DEFINED, DESIGNED, AND DELIVERED.

FAST FACTS — 2017
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HOW IT WORKS

LOSSES Captive pays 2.14% of
N\
Total Treaty Paid Losses

Quota Share of GIRT losses under
$300,000 per occurrence

Captive losses under

$300,000 per occurrence CAPTIVE

Estimated Premium = $15 million

(Estimated loss pick)

PREMIUM

100% Related Risk GREEN ISLAND 97.86% Unrelated Risk

Estimated Treaty Premium
$700 million

Captive reimbursed for 100% of
participant losses with reinsured layer LOSSES

IMPACT OF POOLING ON LOSS VOLATILITY EXPECTED LOSSES/PREMIUM = $15.0 MILLION
90% CONFIDENCE INTERVAL
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Participants trade their own losses for a share of the overall
Green Island loss portfolio. The above shows simulated
results for actual participants based on an average premium
of $15 million. Relative to expected losses of $15 million,

a participant’s own undiversified losses will fall between

$9.7 million and $20.8 million 90% of the time. Compare this
to the diversified Green Island result: expected losses are still -
$15 million, but losses at the 90% confidence interval have 75 ’ 12.5
narrowed to between $13.2 and $17.2 million.
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For further information on Green Island, please contact your local Marsh office or visit our website at marsh.com.

DONNA WEBER TANJA KORFF
New York Vermont
+1631577 0599 +1802 864 2752

Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman.

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice
regarding any individual situation and should not be relied upon as such. The information contained herein is based on sources we believe reliable, but we make

no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party
arising out of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our
experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you should consult your
own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any
underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning
the application of policy wording or the financial condition or solvency of insurers or reinsurers. Marsh makes no assurances regarding the availability, cost, or terms
of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of coverage are the ultimate
responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.
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