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This update analyses our
observations of the current market
conditions for Directors’ & Officers
insurance and the impact this

has on board directors, non-exec
directors and insurance buyers.




GB D&O overview

= |In Q4 2021 we continued to see improvements in the GB D&O market from a client perspective.

= Many clients are continuing to see increases in their premium, but the mean increase in Q4 2021
was only 13% with a median increase of only 5%.

= |n comparison, competition amongst insurers on excess layers and some increased interest in
primary layers from incumbent insurers have led to 29% of our clients seeing flat or decreased
premiums on renewal in Q4 2021.
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FINEX GB D&O market conditions Q4 2021

Capacity

Increasing

= Many London market
insurers continue to operate
with smaller insurance lines
compared with 2018-19.

= Several insurers are offering
increased line sizes of $15m
on excess layers, while
$10m remains usual for the
primary layer.

= At the time of writing, some
insurers are increasing
participation across an
insurance tower for risks
within their risk appetite —
up to $25m can be made
available split across
multiple layers.

Coverage

More Restrictive
Conditions

Increased willingness to
write on broker forms.

Some softening of wordings
in some areas, although
insurers continue to
withdraw some of the bolt-
on coverages and reduce
sub-limits where coverage
remains.

Increased contractual
subjectivities and inflexibility
around timeframes for
complying with these.

Reduced focus on
COVID-19 questions

Claims and Losses

Fluctuating

Increasingly regulated
global environment creating
greater exposures and
potential for regulatory and
follow-on civil claims.

WTW GB claims database
indicates that while
notifications in 2020 and
2021 were down compared
to the highs of 2018 and
2019, they remain above the
average number since 2007.

According to The Stanford
Law School/Cornerstone’s
Securities Class Action
Clearinghouse (http://
securities.stanford.edu/
charts.html), Securities
Class Actions for 2021 were
down from the historic highs
of 2017-2020, approximately
at the level of 2015.

Premiums & Retentions

(s)
E=-

® The increase in primary
layer premium for the
average client purchasing
an ABC D&O programme in
H2 2021 was 20%, with Q4
2021 improving that to 10%
(see page [8]).

= 29% of our clients saw flat
or reduced primary layer
premiums in Q4 2021 (see
page [12]).

= Clients in challenged
sectors or with recent
claims continue to see price
increases.

= Side B & C retentions:
higher retentions remain
common.

= USA Side C retentions:
we are seeing insurers
targeting minimum $2.5m;
however, may be as high as
$5m or $10m depending
upon market cap.
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We have undertaken several analyses to look at the impact of the hard
market on our clients and these follow on the next pages.

= Change in the average rate on line (“ROL”)

= Change in capacity offered by each insurer in the GB market




Rate of line (“ROL) analysis (ABC policies)
Primary layers only

The mean primary ROL paid in 2021 was 34% higher than seen the previous year (1.57% v 117%).
However, placements in the fourth quarter started to show rate decreases, with the median primary
ROL 19% lower than Q4 2020 and the mean 9% lower. Not shown on the graph - the rolling 6-month
ROL average for more challenging placements now stands at 4.5%.
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.

ROL is calculated by dividing the premium by the limit of liability that is being purchased and expressing that as a percentage. This shows
the proportional cost of the limit of liability being purchased by each client.

An ABC placement is one which includes cover for Side A (D&O non-indemnified loss), Side B (D&O indemnified loss) and Side C (Company
Securities Claims).
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SME Rate of Line (“ROL) analysis
Primary layers only

The monthly average ROL for SME primary layers steadily increased since mid 2020, peaking in Jan
2021 and again in November. The mean ROL for SMEs paid in 2021 was 55% higher than seen the
previous year (0.55% v 0.35%). Although not shown graphically it should be noted the rolling 12 month
ROL average for more challenging SME placements now stands at 1.5%, lower than its peak of 1.99%
in February 2021.
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.

ROL is calculated by dividing the premium by the limit of liability that is being purchased and expressing that as a percentage. This shows
the proportional cost of the limit of liability being purchased by each client.

We have defined SMEs to be UK registered private companies with revenue up to £350m.
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Primary ROL change - ABC only

Changes seen at renewal

In the second half of 2021 primary layers began to see far smaller changes to their ROL at renewal.

Over H2 2021

All companies 20%

36%

Public companies 1%

45%

US exposed companies 10%

17%

US exposed public companies 10%

7%

Over Q4 2021

Median change

All companies 10%

Mean change

24%

Public companies 10%

21%

US exposed companies 10%

4%

US exposed public companies 9%

14%
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SME Rate of Line (“ROL) analysis
Whole tower

The mean ROL paid for ABC placements was volatile throughout 2021 with peaks in September and
December. The mean ROL paid in the past year was 27% higher than seen in the previous year (1.22%
v 0.97%). Similarly to primary layers, placements in Q4 2021 had lower median and mean rates to Q4
2020, with the median showing a 13% decrease on prior year and mean a 7% decrease.
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.
ROL is calculated by dividing the premium by the limit of liability that is being purchased and expressing that as a

percentage. This shows the proportional cost of the limit of liability being purchased by each client.

An ABC placement is one which includes cover for Side A (D&O non-indemnified loss), Side B (D&O indemnified loss) and
Side C (Company Securities Claims).



SME Rate on Line (“ROL”) Analysis
Whole tower

The mean ROL paid in 2021 was 60% higher than seen in the previous year (0.54% v 0.34%). The
median ROL has also increased, up 40% on 2020.

1.0% —
0.8% —|

0.5% —|

Primary ROL

0.6% —|

0.2% —

0.0%

T T 1T 1 1117 1 1 1T 17T T T T 1T T T T T 1T 1T T 1T T T T T T T 1T T 11
January 2019 July 2019 January 2020 July 2020 January 2021 July 2021

Median m— Mean Median 6 month rolling average Mean 6 month rolling average

Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.
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Excess layer ROL change — ABC only
Changes seen at renewal

In the second half of 2021 excess layers began to see far smaller changes to their ROL at renewal.
Considering firms with different exposures the following can be seen.

Over H2 2021

Median change Mean change
All companies 9% 23%

Public companies 6% 13%

US exposed companies 5% 25%

US exposed public companies 5% 14%

Over the past three months

Median change Mean change

All companies 5% 13%

Public companies 5% 3%

US exposed companies 5% 1%

US exposed public companies -2% 1%
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Tower ROL Analysis - ABC only
Changes seen at renewal

2021 saw increasing proportions of our clients obtaining decreases, both on the primary layer and on
excess layers. By Q4, 26% of primary layers were renewing with a discount and 28% of excess layers.

Change to primary ROL seen at renewal
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Change to excess layer ROL seen at renewal
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.
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Primary ROL Analysis - ABC only
Changes seen at renewal

Not only were the number of renewals facing an increase in premium decreasing as 2021 progressed,
so too were the levels of increase seen. In the first quarter of the year, for firms seeing an increase,
the mean increase was 132% compared to only 24% in the fourth quarter. Throughout the year the
median change in ROL decreased from 74% in the first quarter to 10% in the fourth. For firms seeing
decreases in their premiums these remained relatively steady from Q2-Q4.
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.
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Comparing primary and excess Layer ROL
change - ABC only
Median change

Over the course of 2021 the increases seen to both primary and excess layer ROLs decreased. Whilst
at the start of 2021 excess layers were facing substantially larger increases to their ROL than primary
layers, from May the increases seen on excess layers fell below those seen on primary layers.
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Source: Data from WTW FINEX FINMAR client placements, sourced as at 18 January 2022, see Appendix | for further information.
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Commercial D&O Notifications

While natifications in 2020 and 2021 were down from the highs of 2018 and 2019, they remain above
the average since 2007.

Commercial D&O - Number of notifications
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Source: WTW client notifications from GB placements only, between 1 January 2007 to 1 February 2022
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D&O Market: Insurers & capacity

As anticipated in our last report, Q4 2021 saw an increased proportion of our clients able to renew with
either a flat or decreased premium.

For those clients who saw increased premiums, these were at a much more moderate level.

Competition continues to increase between insurers, particularly on the excess layers, but also on
primaries with several insurers expressing increasing interest at that level.
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Appendix |
Methodology for statistics

0.01% ROL | Nomax | These graphs and stats are looking at the ROLs paid each month.
Currently we only have a minimum value for ROL, we could consider
having a max ROL.

ROL change 0.01% ROL | Nomax | We are comparing the ROL paid last year to the ROL paid this year for
a given client at renewal. The outlier rule ensures an erroneously small
ROL isn't compared to a normal one resulting in a gigantic value (eg
1% / 0.0001% = 10,000 times increase). We could also add a maximum
increase cap, eg no more than a 10 fold increase in ROL.

Deductible x-10 x50 As above, here we are comparing the deductible last year to the

change deductible this year for a given client at renewal. Given the hugely
different sizes of programmes placed it is difficult to set a min or max

for the actual deductible value so instead we have tied the rules to the
change in deductible seen. A max increase of x50 was set as the previous
x20 was seen as too small. This may want to be reviewed.

0.01% ROL | No max Again, it is difficult to set a min for limit value due to the spread of clients
we have. Given the ROL value combines premium with limit it can be
used to identify an error in one of the two. However, it could result in us
excluding placements with correct limit values (and incorrect premiums).
We could consider adding minimum and maximum limit values instead.

Limit change x-10 x50 Similarly to deductible change, here we are comparing the limit bought
last year to the limit bought this year for a given client at renewal. Given
the challenge in setting min and max limit criteria the outlier rule looks at
the calculated limit change and sets boundaries for that. A max increase
of x50 was set as the previous x20 was seen as too small. This may want
to be reviewed.

Limit change x-10 x 50 Similarly to deductible change, here we are comparing the limit bought
last year to the limit bought this year for a given client at renewal. Given
the challenge in setting min and max limit criteria the outlier rule looks at
the calculated limit change and sets boundaries for that. A max increase
of x50 was set as the previous x20 was seen as too small. This may want
to be reviewed.
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Appendix Il
Loss event descriptions

Share issues/Shareholder complaints — Claims in relation to the offering of or sale of shares in a business. Often relates
to the information provided during the share issues (such as the prospectus etc.)

= Employee relations - Claims/potential claims concerned with maintaining employer-employee relations. Includes claims
related to compensation/benefits, termination, unfair treatment at work and other employment contract issues/disputes

= Environment, safe — Claims/potential claims against the insured claims related to the safety of the working environment

Suitability, disclosure & fiduciary — As well as breaches of fiduciary duty, this category will include claims where
suitability requirements have not been met, such as “know your client” failures. The disclosure aspect includes claims
based on what the insured should have disclosed and also what it should not have disclosed, such as breach of privacy
claims. Sales practices and mis-selling sit within this category alongside conflicts of interest — both disclosing and
managing.
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Contacts

For further information please contact:

Angus Duncan John M. Orr

Executive Director - Coverage Specialist, Global FINEX D&O Liability Product Leader, FINEX NA
Direct: +44 20 3124 8386 Direct: +1 415 745 2681

Mobile: +44 7920 298714 John.Orr@WillisTowersWatson.com

Angus.Duncan@WillisTowersWatson.com

Eve Richards

GB Head of Global FINEX D&O

Direct: +44 20 3124 8122

Mobile: +44 7880 142610
Eve.Richards@WillisTowersWatson.com_

Disclaimer

Willis Towers Watson offers insurance-related services through its appropriately licensed and authorised companies in each country
in which Willis Towers Watson operates. For further authorisation and regulatory details about our Willis Towers Watson legal entities,
operating in your country, please refer to our Willis Towers Watson website.

It is a regulatory requirement for us to consider our local licensing requirements.The information given in this publication is believed to be
accurate at the date of publication shown at the top of this document. This information may have subsequently changed or have been
superseded and should not be relied upon to be accurate or suitable after this date.

This publication offers a general overview of its subject matter. It does not necessarily address every aspect of its subject or every product
available in the market and we disclaimer all liability to the fullest extent permitted by law. 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 Towers Watson 2021. All rights reserved.
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About WTW

At WTW (NASDAQ: WTW), we provide data-driven, insight-led solutions in the areas of people, risk and capital. Leveraging the global
view and local expertise of our colleagues serving 140 countries and markets, we help you sharpen your strategy, enhance organizational
resilience, motivate your workforce and maximize performance. Working shoulder to shoulder with you, we uncover opportunities for
sustainable success — and provide perspective that moves you. Learn more at wtwco.com.
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