February 2015

The standard for
service and security

Jeremy Grose

Chief Executive
+442033208835
jeremy.grose@ctplc.com

Dubai Board Meeting

Standard Bulletin

The Standard @

The club board, and the boards of its
principal subsidiaries, metin Dubaion

27 January 2015. The club’s class
General Meetings were held onthe

same day. On the previous day, meetings
ofthe board’s three committees-
Nomination and Governance, Strategy,
and Audit and Risk -took place.
Wereport onthese below.

The club’s strategy and business plan

Theboardandits strategy committee reviewed the club’s
updated strategy and business plan, whichreflects the
strategy committee’s discussionin October 2014 on the
club's strategic position and direction. The board confirmed
the club’s focus on providing broad, good-value, sustainable,
flexible P&linsurance and related covers, with excellent
financial security and market-leading service. The board
agreed a continued emphasis on the operating quality of
currentand potential members, and selected a set of
high-priority projects for 2015 and beyond. Three of these
projects—covering the Standard Syndicate at Lloyd's, the
approachtorisk selectionandloss prevention, and the claims
cost and efficiency project —were reviewed in detail by the
board, and are covered below.

The Standard Syndicate at Lloyd's (Syndicate 1884)
Consistent with the club’s strategy, the board decidedin 2014
to establishanew marine and energy syndicate at Lloyd's, in
order to expand the range of covers available to meet
members’ needs. At the Dubaiboard meeting, the board
reviewed the progress of thisimportant project.

Following approvalin principle from the Lloyd's Franchise
Boardin September 2014, the focus has been on putting the
infrastructure, processes and teamin place, and on engaging
with both regulators and potential capital providers. Progress

has been positive and we are working towards an April launch,
subject toregulatory approval. In the near future, the club will
approach members to discuss opportunities for Syndicate
1884 to complement members' existingarrangements.

Risk selection and loss prevention

One of the club's priority projectsis areview of the club’s risk
selectionandloss prevention processes. This projectaims to
support the club’s emphasis on operating quality, by ensuring
that the clubunderwrites appropriate vessels and members,
by reflectingrisk factorsin pricing, and by taking prompt
action whenissues are identified, in order to minimise losses
tomembersandto the club.

A series of proposed new tools and processes were presented
totheboard. Theseinclude revised approaches to the club’s
Safety and Loss Advisory Committee, which comprises
technicaland operational experts from the membership,
andto the club’'s unique programme of Member and Ship
Risk Reviews. The clubis alsoimplementing a new Risk
Assessment Tool to be used by underwriters when assessing
therisk profile of vessels prior to attachment. The board
supported the proposed measures, and endorsed arobust
approach to members that bringunacceptable risks to the
clubandto other members. Aforthcoming edition of the
Standard Bulletin: Loss Prevention methodology will explain
theseinitiativesin more detail.




Claims cost and efficiency - lawyer billing rates

Theclubis seeking to achieve efficienciesin allareas, where
it can do so withoutimpacting the service toits members.
Theboard considered animportantinitiative to reduce legal
spend, whichrepresents c.10-15% of total claims costs.
Under thisinitiative, the club has negotiated improved billing
terms and structures with a selection of leadinglegal advisers
inthe UKand US. Members requiring legal support froma UK
or US law firm will be asked to use one of a set of “approved”
firms, in order to access highly competitive billing rates
without compromising on the quality of advice and support
received. The board endorsed the approach, andrequests
the support ofallmembersinthisimportant area. Further
information on thisimportantinitiative canbe foundin

our Standard Bulletin: Claims Methodology, published in
February 2015.

Discretionary claims

Aflexible approach to paying claimsis animportant element
ofthe club's propositionto its members. In support of this,
the board considers claims that fall outside the core cover
provided by the club, which can be covered if the board
exercises its discretion toreimburse the member. Each claim
is reviewed in detail to understand the specific
circumstances, and to assess whether the costs should be
within the scope ofthe club’s cover. At the January board
meeting, one such claim was considered, and the board
decided to support the claiminfull.

Financial performance

Theboardreviewed the current financial position, the
2014/15 financial year performance and the financial plan for
future years. The current forecast is for the reserves at year
end to be similar to the level at the beginning of this financial
year. A smallunderwriting deficit, and the club’s share of the

.-.’

G R
” ety

e

Web alerts

Syndicate 1884 and Managing Agent setup costs, are
expectedtobe offset by the investment returns forecast for
the year. Theclub's finances remain strong, andreserves are
expectedtoreturntogrowthin2015/16 and beyond.

Conditions for investments remain challenging, with
substantial volatility across many asset classes and
currencies, and an uncertain macro-economic outlook. Asa
result, the club’s portfoliois positioned defensively. The
club'sinvestment performance was slightly below the club'’s
benchmarkinthe period from 20 February to 20 December.
However, the club'sinvestment track record over the medium
termremainsin the top quartile of the IG clubs.

The board agreed that there would be no further calls onany
policy year for all classes. The club has now not made a
supplementary callfor 23 years. Release calls are being
maintained at their currentlevel, whichis low relative to other
clubs, reflecting the board's confidence in the club’s financial
positionandinits appealto members.

Renewal
The boardreceived an update on the club’s renewal, whichis
progressing according to the approach agreed by the board
and announced to membersin December. For the P&l class, a
generalincrease of 5% was announced, witha 10% increase in
deductibles, and with deductibles applied to fees. Greater
increasesin either rates or deductible (or both) are proposed
for the minority of members with claims and exposure that
are out of line with their premiums. The club anticipates a
slight reductionin tonnage atrenewal, due to the non-
renewal of members with poor records or elevated risk
profiles. The club expects to pick up volume throughout the
forthcoming policy year to make up this reduction at renewal,
aswas the case during the 2014/15 policy year.
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The Standard Clubissues avariety of publications and web alerts on topicalissues and club updates. Keep up to date by visiting the News sectionon

our website www.standard-club.com
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