Risk Pool Peer Group (Q3 2020)

Data as of 9/30/20
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PEER GROUP: OVERALL




Risk Asset Allocation (as a % of Surplus)

Risk Asset Allocation As % of Surplus / Net Position
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ils Peer Portfolio

o  Risk Assets divided by Surplus.

o  Broadly indicates your company's allocation to "risk assets" relative to your peers. Risk assets include high
yield bonds, bank loans, real estate, common stock, preferred stock, and equity funds. An increase in your
risk allocation should be yielding an appropriate increase in return. If your company is depicted as relatively
lower, it is important to consider if any added benefits could be gained from your portfolio adjusted for risk.
For pools that are restricted from holding risk assets, additional options may include forming a captive
pursuant to applicable laws.




Invested Assets / Surplus
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o Invested Assets divided by Surplus.

o  This metric exhibits the investment leverage across each entity. Investment risk is only one component of an
entity's overall risk profile, and should be considered alongside operational risk, underwriting risk, and
reinsurance/reserving risk. How much surplus does your pool need to meet its members' needs, to manage
the risk exposures it's comfortable taking, and to maintain a cushion for contingencies?




Fixed Income Investment Management Fees
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Fixed Income Management Fees (per
annum)

o Average annual fee of core fixed income managed assets per entity.

o How does your average annual fee compare? A fee level does not determine a manager’s effective
capabilities, however, there has been increased downward pressure on manager fees across the industry.




Operating Leverage

Operating Leverage (Net Premiums / Surplus)
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o This ratio measures a risk pool's net retained premium in relation to its surplus. This ratio also measures the
risk pool's exposure to pricing errors in its current book of business.

o A company should demonstrate a controlled business growth with quality surplus growth from strong
internal capital generation. It is also important to look at your company's operating leverage in conjunction
with the risk profile of your investment portfolio. With lower operating leverage, one may be able to take on
more investment risk.




Financial Leverage

Financial Leverage (Total Liabilities / Surplus)
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o This chart indicates the total liabilities to surplus relative to your risk pool's peers.

o  This measures a risk pool's exposure to unpaid obligations, unearned premiums, and exposure to reserving
errors.




PEER GROUP: P&C ONLY




Risk Asset Allocation (as a % of Surplus)

Risk Asset Allocation As % of Surplus / Net Position
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o  Risk Assets divided by Surplus.

o  Broadly indicates your company's allocation to "risk assets" relative to your peers. Risk assets include high
yield bonds, bank loans, real estate, common stock, preferred stock, and equity funds. An increase in your
risk allocation should be yielding an appropriate increase in return. If your company is depicted as relatively
lower, it is important to consider if any added benefits could be gained from your portfolio adjusted for risk.
For pools that are restricted from holding risk assets, additional options may include forming a captive
pursuant to applicable laws.




Invested Assets / Surplus

Invested Assets / Surplus
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o Invested Assets divided by Surplus.

o  This metric exhibits the investment leverage across each entity. Investment risk is only one component of an
entity's overall risk profile, and should be considered alongside operational risk, underwriting risk, and
reinsurance/reserving risk. How much surplus does your pool need to meet its members' needs, to manage
the risk exposures it's comfortable taking, and to maintain a cushion for contingencies?
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Fixed Income Investment Management Fees

Fixed Income Investment Management Fees
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Fixed Income Management Fees (per
annum)

o Average annual fee of core fixed income managed assets per entity.

o How does your average annual fee compare? A fee level does not determine a manager’s effective

capabilities, however, there has been increased downward pressure on manager fees across the industry.
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Operating Leverage

Operating Leverage (Net Premiums / Surplus)
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o This ratio measures a risk pool's net retained premium in relation to its surplus. This ratio also measures the
risk pool's exposure to pricing errors in its current book of business.

o Acompany should demonstrate a controlled business growth with quality surplus growth from strong
internal capital generation. It is also important to look at your company's operating leverage in conjunction
with the risk profile of your investment portfolio. With lower operating leverage, one may be able to take on
more investment risk.
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Financial Leverage

Financial Leverage (Total Liabilities / Surplus)
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o This chart indicates the total liabilities to surplus relative to your risk pool's peers.

o  This measures a risk pool's exposure to unpaid obligations, unearned premiums, and exposure to reserving
errors.




ABOUT SAA / OUR WORK WITH POOLS
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Who We Are

Independent Investment Consulting Firm
Founded in 1994 that Only Focuses on
Insurance Organizations and Governmental Risk Pools

50* ® Headquartered in Bellingham, WA with an office in Maine.

Insurance &
Risk Pooling
Clients

® Staff of six, including one CEO, one Managing Director and one Director.

® Clients span various segments, including:

$10-1B* o Governmental Risk Pooling organizations
Assets Under

: Commercial P&C
Advisement

Commercial Life

Commercial Health

o O O O

Captives

*As of 9/30/20
*Within 29 Client Relationships
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Who We Are: SAA Principals

Alton Cogert
President & CEO

Phone: (360) 255-2500
Email: acogert@saai.com

Mr. Cogert founded Strategic
Asset Alliance in 1994.

Prior to founding SAA, Mr.
Cogert accumulated more than
twenty years of financial
institution experience, including
over ten years experience in
senior financial management.

Daniel Smereck
Managing Director

Phone: (207) 706-9288
Email: dsmereck@saai.com

Mr. Smereck is the primary
consultant for SAA's governmental
risk pooling clients.

Mr. Smereck has over twenty
years of experience across
investments, insurance, corporate
finance, statistical analysis, and
information technology.
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SAA Governmental Risk Pool Clients — A Long History

Pool Client AUM
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»  SAA’s partnership with the Governmental Risk Pooling community began in 2004 through our work with risk
pool reinsurer, NLC Mutual, and has grown to be the largest part of our business.

» SAA now works with nineteen Governmental Risk Pools and Risk Pool Reinsurers from across the U.S., and is
active in AGRIP, NLC RISC and other industry groups.

n *AUM Figures as of the listed year 17



We Work Closely with Risk Pools

Our Work with Governmental Risk Pools Extends Beyond Just Our Clients

Association of Governmental Risk Pools

(]
agrl p \\.\/ o  SAAis a Patron of AGRIP's Quality Education Initiative
ASSOCIATION OF

GOVERNMENTAL RISK POOLS

o  We host AGRiP’s “Investment & Economic Outlook” Webinar and
occasionally speak at their Governance & Leadership Conference or
Fall Education Forum

NAEEEGE NLC-RISC
o CITIES | SHARNG CONSORTIUM o  SAA s a frequent speaker at NLC-RISC’s Trustees Conference, incl.:

» How to Help Your Trustees Fulfill their Investment Responsibilities
» Investment and Economic Outlook for Public Entity Pools

n Investment Seminar for Gov’t Risk Pools

STRATEGIC ASSET ALLIANCE o  SAA hosts an event tailored specifically for pools, reviewing the
S mmm—— most important investment issues for pools.
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What Services Do You Receive?

Summary of
Deliverables

——  SWOT Analysis
Asset Allocation
Policy Review
Benchmarking
Ongoing Monitoring
Manager Evaluation
Performance Reviews
On-site Attendance
Manager Selection

Peer Analysis

— Ad Hoc Analysis

Initial SWOT Analysis of the investment process, providing
blueprint and priority ranking for improvement

Advice on the current investment asset allocation and
risk profiles, subject to current insurance regulations

Review, consultation and recommendations about
the client’s investment policy and guidelines

Advice on establishing benchmarks for the various investment
managers

Ongoing monitoring of investment portfolio holdings
and risks

Review, consultation and recommendations about the
performance of the investment managers

Performance reporting and monthly/quarterly review
with management

Attendance and performance reporting at Finance/Investment
Committee meetings

Recommendations and assistance in selecting outside
investment managers, when/if necessary.

Development of an annual peer group analysis

Ad hoc investment related analysis as necessary
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