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Disclaimer

Copyright © 2024 by A.M. Best Company, Inc. and/or its affiliates (collectively, “AM Best”l). All rights reserved. No ﬁart of this report or
document may be distributed in any written, electronic, or other form or media, or stored in_a database or retrieval system, without the prior written
permission of ’AM BEST. For additional details, refer to our Terms of Use available at AM BEST’s website: www.ambest.com/terms. All information
contained herein was obtained by AM BEST from sources believed by it to be accurate and reliable. Notwithstanding the foregowcljg AM BEST does not
make any representation or warranty, expressed or implied, as to the accuracy or completeness of the information contained herein, and all such
information |s_|prowded on an “as is” and “as available” basis, without any warranties of any kind, either express or implied. Under no circumstances
shall AM BEST have any liability to any person or entity for (a) any loss or damage of any kind, in whole or in part caused by, resu_ltlng_ from, or relating
to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AM BEST or any of its directors, officers,
employees, or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any
such information, or (b) any direct, indirect, special, consequential, compensatory, punitive or incidental damages whatsoever (including without
limitation, personal |nJu5y, _Faln and suﬁerln%, emotional distress, loss of revenue, loss of present or prospective profits, loss of business or anticipated
savings, or loss of goodwill) resulting from the use of, or inability to use, any such information, in each case, regardless of (i) whether AM BEST was
advised in advance of the possibility of such damages, (ii) whether such damages were foreseeable, and (iii) the legal or equitable theory (contract, tort
or otherwise) upon which the claim is based. The credit ratings, performance assessments, financial reporting analysis, projections, and any other
observation, position or conclusion constituting part of the information contained herein are, and shall be construed solely as, statements of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities, insurance policies, contracts or any other financial obligations, nor
do they individually or collectively address the suitability of any particular financial obligation for a specific purpose or purchaser. Credit risk is the risk
that an entity may not meet its contractual, financial obligations as they come due. Service performance risk is the risk that an entity may not meet its
contractual ServiCe performance obligations on behalf of its insurance partners. Consequently, neither credit ratings nor performance assessments
address any other risk, including but not limited to, liquidity risk, market value risk or price volati ||t:y of rated securities. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR ASSESSMENT OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AM BEST IN ANY FORM OR MANNER
WHATSOEVER. Each credit rating, performance assessment or other opinion_must be weighed solely as one factor in any investment or purchasin
decision made by or on behalf of any user of the information contained herein. Each such user will, with due care, make its own study and evaluation o
each securlrt_?/ or other financial obligation, and of each issuer and guarantor of, and each provider of credit support, and an independent view of service
provider performance for, each security or other financial obligation that it may consider purchasing, holding, or selling or for each service contract that
it may consider_entering into. For additional detail on credit ratings or performance assessments, and their respective scales, usage, and limitations,
refer to the Guide t0 Best's Credit Ratings (http:/www.ambest.com/ratings/index.html) or the Guide to Bests Performance Assessments
(https://www.ambest.com/ratings/assessmentMethodology.himl).
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Disclaimer

US Securities Laws explicitly prohibit the issuance or maintenance of a credit rating where a person involved
in the sales or marketing of a product or service of the CRA also participates in determining or monitoring the
credit rating, or developing or approving procedures or methodologies used for determining the credit rating.

No part of this presentation amounts to sales / marketing activity and AM Best’s Rating Division
employees are prohibited from participating in commercial discussions.

Any queries of a commercial nature should be directed to AM Best’'s Market Development function.
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What are ESG Factors?

The consideration of environmental, social, and governance factors alongside financial

factors in the investment and underwriting decision-making processes

Environmental factors relate Social factors relate to how a Governance factors relate to

to resource use, pollution, company interacts with the procedures and processes
climate risk, energy use, communities it operates in, its according to which a
waste management, and suppliers, employees, and company is directed and
other physical environmental broader stakeholders controlled

challenges and opportunities
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What are ESG Factors?

: : ) 4 _ ™ - ~
* Physical risks » Demographic » Corporate
» Transition risks changes governance
« Liability risks * Product liability » Corporate behavior
 Stress test failures  Social inflation » Transparency
 Environmental » Data privacy « Board composition
opportunities » Social opportunities » Business ethics

Environmental  /£/5517 Yl Social 2303 Wl Governance
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ESG Incorporation in Investing Activities

Approaches Challenges Opportunities

» Screening (i.e., exclusions)

« Competition for limited « Achievement of

* ESG integration 2l e sLsiElnells combination of return,
iInvestments : e s
 Thematic investment risk mitigation and
* Assets with strong ESG sustainability objectives
* Engagement ratings # better credit
« Voting quality (necessarily)
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ESG in Investing: Examples of Considerations for Insurers’ and Forces
Driving ESG Investment Growth

Examples of Insurers’ Considerations

- Clear investment strategy :rinciple;for
esponsible

Investment

- Engaged stakeholders

- Choice of KPI (crucial for implementation and integration)

- Focus on data quality Sustainability Policy and
outcomes regulation

- Focus on regulatory framework (i.e., SFDR)

Fiduciary
- Transparency duties

Source: Principles for Responsible Investment
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BCRM Building Block Approach

AM Best’s Rating Process

Maximum + 2
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ESG Within the BCRM

Balance Sheet Operating Enterprise Risk

» Climate risk « Social inflation » Underwriting « Corporate
« ESG integration « ESG-related exclusions governance
In investing litigation « Changing « Stress testing
activities « ESG integration demographics « Financial and
« Stranded  Data privacy non-financial
assets . Reputational risks
risk
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ESG Rating Factors

Weather-related events* (including the stress testing capabilities and non-modelled risks) are a key driver
leading to the credit rating action

Environmental risks (including transition** and liability risks***) are a key driver leading to the credit
rating action

Change in product composition and/or financial performance due to environmental or social factors
are a key driver leading to the credit rating action

Reputational risks stemming from environmental, social or governance factors are the key elements
leading to the credit rating action

Governance factors are the key elements leading to the credit rating action

*Weather-related Events: Generally classified by AM Best as hurricanes, landslides, typhoons, cyclones, wildfires, droughts, storms and floods
**Transition Risk: Includes stranded assets
***Liability Risks: Pollution and Contamination
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Examples of ESG Related Considerations Affecting (Re) Insurers

Financial

Flexibility

Pressure to remain
an attractive
investment
proposition in a
context in which
institutional
investment are
turning greener

Environmental Sustainability Transparency and Reputational risks
Changes Policies Disclosure

Reinsurers on the Increased attention Increased pressure Increased
first line to monitor  on sustainability on ESG reputational risks
and better policies linked with  transparency and stemming from
understand investments, disclosure environmental,
changing underwriting or stemming from social or
environmental corporate various governance factors.
exposure due to behaviour. stakeholders.

position in the
underwriting chain
and impact of
severe nat cat
events
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