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Agenda — Methodology Review Seminar

14:15

14:20

14:40

15:00

Welcome and Introductory Comments
Myles Gould, Senior Director, Credit Rating Criteria
Research & Analytics

Benchmarking EMEA Ratings
Dale Kirby, Senior Financial Analyst
Andrea Porta, Senior Financial Analyst

Revised Criteria: Rating Captives and Other
Alternative Risk Transfer Entities

Kanika Thukral, Associate Director, Analytics
Konstantin Langowski, Associate Director, Credit
Rating Criteria, Research & Analytics

Warning Signs: Examining Events Leading to
Insurer Failure

Valeria Ermakova, Associate Director, Credit Rating
Criteria, Research & Analytics

Stanislav Stoev, ACCA, CFA, Senior Financial Analyst

15:25 IFRS 17: Latest Observations

Ben Diaz-Clegg, Associate Director, Analytics

Todor Kitin, Associate Director, Analytics

15:50 Q&A

16:30 Close



Q&A Sessions

Use the QR code to submit questions
to our speakers
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Disclaimer

Copyright © 2025 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.




Benchmarking EMEA Ratings

Dale Kirby, Senior Financial Analyst
Andrea Porta, Senior Financial Analyst




Issuer Credit Ratings EMEA — Count
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Source: AM Best data and research



AM Best’s Rating Process - Recap

Maximum + 2
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AM Best’s Rating Process - Recap

Balance Sheet
Strength

Baseline

Strongest
Very Strong
Strong
Adequate
Weak

Very Weak

Operating
Performance
(+2/-3)

Very Strong +2

Strong +1

Adequate 0

Marginal -1

Weak -2

Very Weak -3

Business Profile
(+2/-2)

Very Favorable +2

Favorable +1

Neutral 0

Limited -1

Very Limited -2

Enterprise Risk
Management
(+1/-4)

Very Strong +1

Appropriate 0

Marginal -1

Weak -2

Very Weak -3/4

Source: Best’s Credit Rating Methodology

AM
CBEST
SINCE 1899 ®



Balance Sheet Strength - Distribution of Assessments (%)

B Europe & London Market M Middle East & Africa
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Data as at September 2025 10
Source: AM Best data and research



Balance Sheet Strength — Distribution of BCAR Assessments (%)

BCAR Assessments (%)

Europe & London Market 93% 7%
Middle East & Africa 89% 6% ;
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Data as at September 2025 11
Source: AM Best data and research



Balance Sheet Strength — Distribution of Capital Requirements (%)

Underwriting Leverage
(Revenue/Shareholders’ Funds)
2024

Balance Sheet Strength EMEA — Distribution of Investments

Cash & deposits
with credit
institutions

Bonds & other
fixed interest
securities

Shares & other
variable interest
instrum

166

Unquoted
investments

Mortgages &
loans
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Real estate

Inter-company
investments
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Other
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Data as at year-end 2024 12
Source: AM Best data and research



Operating Performance - Distribution of Assessments (%)

Europe & London
Market

A _

Very Strong = Strong m Adequate Marginal

Data as at September 2025 13
Source: AM Best data and research



Operating Performance —
Five-Year (2020-2024) Average Return on Equity (%)
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Companies within the sample report under a variety of accounting standards (including US GAAP,

IFRS 17, IFRS 4, Local GAAP): Comparison of individual company data therefore requires 14
interpretation. Source: AM Best data and research



Operating Performance —
Three-Year (2022-2024) Average non-IFRS 17 Combined Ratio (%)

B Europe & London Market M Middle East & Africa
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Source: AM Best data and research



Operating Performance —
Three-Year (2022-2024) Average IFRS 17 Net/Net Combined Ratio (%)

B Europe & London Market M Middle East & Africa
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IFRS 17 Net/Net Combined Ratio: (Gross Claims — Reinsurance Held Recoveries + Expenses) / ((Re)insurance Service Revenue — Reinsurance Held Expenses)
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Business Profile — Distribution of Assessments (%)

B Europe & London Market M Middle East & Africa
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Data as at September 2025 17
Source: AM Best data and research



Business Profile — Average Revenue (USD millions)

Business Profile
100,000 Review Components

? Product/
Geographic Product Risk
10,000 Concentration
Degree of
? o Market Position gree ¢
1,000 O Competition
Pricing
Management
100 O Sophistication & Quilit
Data Quality y
Regulatory, Event Distribution
10 o & Market Risks Channels
Innovation
1
Very Favorable Favorable Neutral Limited Very Limited

I Europe & London Market I  Middle East & Africa

Data as at year-end 2024 18
Source: AM Best data and research



Enterprise Risk Management — Distribution of Assessments (%)
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Source: AM Best data and research



Enterprise Risk Management — Distribution of Risk Framework Assessments (%)

Europe & London Market Middle East & Africa
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Data as at September 2025 20

Source: AM Best data and research



Enterprise Risk Management — Distribution of Risk Capability Assessments (%)

Europe & London Market Middle East & Africa
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Q&A

Dale Kirby, Senior Financial Analyst
Andrea Porta, Senior Financial Analyst

Use the QR code to submit questions to our speakers
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Revised Criteria: Rating Captives and
Other Alternative Risk Transfer Entities

Kanika Thukral, Associate Director, Analytics
Konstantin Langowski, Associate Director, Credit
Rating Criteria, Research & Analytics

23
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Background

999999999
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Rating Captives and Other Alternative Risk Transfer Entities

Specialty criteria used in conjunction with Best’s Credit Rating Methodology (BCRM)

e e . . Material revisions made to this criteria
Criteria is applied when rating: (August 2025)

Single parent (and pure) captives « Renamed to “Rating Captives and Other

: Alternative Risk Transfer Entities”
Group captives
. : « Update to approach for rating protected
RIS MRIEDIEN EoUE cell company structures

Self-insurance funds : o
» Refinement to criteria language

Cell companies

Revisions to the criteria have not led to rating changes

25



Focus on Single Parent Captives

999999999

26



Balance Sheet Strength Assessment ()

LA Key Balance Sheet Strength Considerations
R e Other Quantitative &

Qualitative
Considerations

Capitalisation, as
measured by Best’s
Capital Adequacy
Ratio (BCAR)

Exposure to large loss events

Baseline
assessment

Loan-backs to parents
Holding Company Country Risk

27



Balance Sheet Strength Assessment ()

Criteria Updates

Requirements for LOCs

« Standalone

« Evergreen

* Irrevocable

* Drawn on a highly-rated bank

Parent / Holding Company analysis

« Non-insurance ultimate parent — Impact captured in the rating lift/drag
assessment

* Insurance Holding Company (IHC) — Impact captured as part of the balance
sheet strength assessment

28



Operating Performance Assessment

Underwriting Investment
Performance @ Performance

inabili i i
Total Sustainability Diversity
Operating
Earnings

Criteria Updates

Consideration of a variety of quantitative and qualitative measures:

* Diversity in earnings streams leading to greater stability

« Performance volatility evaluated in the context of the ART entity’s purpose/strategy

* Profitability metrics considered over the longer term, recognising the potential of
occasional outsized losses

29



Business Profile Assessment

Product/

Geographic Product Risk
Concentration

Criteria Updates

Captive focused considerations:

o Degree of
Market Position Competition - Viewed favourably when evaluating market
position, degree of competition and control of
Pricing distribution
Sophisticati Management
ikt Quality » Value creation through reduced insurance
and Data Quality cost for the parent
Regulatory, Distribution » Business profile may be constrained by
Event and Channels concentrations in policyholder(s), products,
Market Risks

lines of business and geography

Innovation

30



Enterprise Risk Management (ERM) Assessment

Holistic Evaluation of Risk Impact

=4 Worksheet

Criteria Updates

Assessment of the risk management framework and the risk
management capability relative to the captive’s risk profile:

» Extension of the parent's ERM

» Captives are typically formed for efficient risk mitigation

 Single parent captives benefit from the parent’s knowledge of its
own risks and acceptance of its risk tolerance and appetite

31



Lift/Drag Assessment

Criteria Updates

Parent / Holding Company analysis:

* Non-insurance ultimate parent —
Impact captured in the rating lift/drag assessment

* Insurance Holding Company (IHC) —
Impact captured as part of the balance sheet strength assessment

Key Lift/Drag Considerations

Credit profile of the parent

Importance of the ART entity to the parent

History of capital support or explicit support in place

Ring fenced capital

32



Focus on Cell Company Structures

999999999
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Cell Company Structures

Update to the naming conventions/definitions of cell companies, reflecting the various cell structures
used in the market

Replace protected cell company (PCC) with a variety of terms to reflect market participants:

* Incorporated cell (IC)

* Incorporated cell company (ICC)

« Unincorporated cell (UC)

« Unincorporated cell company (UCC)

* Mixed cell company (MCC)

An incorporated cell company (ICC) is composed of a number of individual cells
« Each individual cell is a separate incorporated legal entity

An unincorporated cell company (UCC) is composed of a number of individual cells

* Only the UCC is an incorporated legal entity

« The individual unincorporated cells (UC) may not be considered separate legal entities
* Insurance policies are issued by the UCC on behalf of the individual UCs

A mixed cell company (MCC) is composed of both ICs and UCs

34



Unincorporated Cell Company (UCC)

UCC Eramework * Only the UCC as awhole is a

licensed and incorporated legal entity
Core
- * Only the UCC as a whole can be

assigned a rating
ol 0 O O [k

 The UCC is rated by analysing each
of its cells and applying the weakest
Entity Rated link approach

UCC Onl
T

Weakest Link Approach
BCRM Used for Creditworthiness of Cells

999999999
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Incorporated Cell Company (ICC) ()

» Ratings can be assigned to one
ICC Framework

or more |C where authority has
Core been granted to the IC by an
Insurance regulator to provide

Te O 0 0 o Insurance contracts
1 n

Entity Rated * Third party legal reviews may be
( Individual ICs Only | used to ensure requirements are
Y
met

Direct Rating Approach
BCRM Used for Creditworthiness of Cells

CBESTDY
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Incorporated Cell Company (ICC) )

 |f AM Best determines that an IC can be rated, this will be achieved through its usual
Best's Credit Rating Methodology (BCRM) building block approach

* The weakest link principle will not apply

* However, any reliance on the ICC, such as for management or administrative support,

will be taken into account .
Maximum + 2

1 1
1 1
1 1
1 [
Country Risk ! !
4 N 7 N 7 ) 4 N N
Balance Operating Business Ente_r prise Comprehensive
Sheet . Risk Adiustment . Issuer
Strength P FEDTIETES P e P Management r g r Bff/tmg Credit
_— _— —_ Lift/Drag Rating
Baseline (+1/-4)
\ £\ £\ W, - /L /L
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Mixed Cell Company (MCC)

MCC Framework « Ratings can be assigned to one
or more IC where authority has
2ol been granted to the IC by an
Insurance regulator to provide
IC, or IC,, or Insurance contracts
oo o
+ * Third-party legal reviews may be
Entity Rated used to ensure requirements are
Individual ICs Only met

1

Direct Rating Approach
BCRM Used for Creditworthiness of Cells

CBESTDY
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Q&A

Kanika Thukral, Associate Director, Analytics
Konstantin Langowski, Associate Director, Credit
Rating Criteria, Research & Analytics

Use the QR code to submit questions to our speakers
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Warning Signs: Examining Events
Leading to Insurer Failure

Valeria Ermakova, Associate Director, Credit Rating
Criteria Research & Analytics
Stanislav Stoev, ACCA, CFA, Senior Financial Analyst
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Agenda

Examples of Causes of Failure
“Red Flags” — Synthetic Case Study

Importance of Enterprise Risk Management

999999999
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Examples of Causes of Failure

Problems Investment Poor
. Inadequate Catastrophe Loss of
with parent/ and ALM i regulatory
1 reserves losses . business .
affiliates risk oversight

Economic
and Aggressive High

geopolitical pricing expenses
shocks

Poor Reinsurance
management and credit
and controls risk

High risk Bad risk
appetite selection

42



Observations — EIOPA

Non-Life

Top 5 primary causes of failures and near misses (EU)

Investments / ALM risk Internal governance & control

Market risk

Underwriting risk

Economic cycle / condition risk Accounting risk

+ CBESTDY

43
Source: EIOPA “Failures and near misses in insurance” (2018)



Observations — AM Best

US Property/Casualty Impairments

Reinsurance Unlicensed Insurance
Failure Product
1% 1%

Investm
Rapid Losses Cat Losses

Growth . 34%,
14%

Adjudged
or Alleged
21%

Based on US data.
Sources: AM Best “2023 US Property/Casualty Impairments Update”
and “2023 US Life/Health Impairments Update” (both January 2025)

2000-2023

US Life/Health Impairments

Unlicensed Insurance Claim Overpavment
Product Pay

Due to Syst E
Reinsurance 2% ue to léfkem rror

Failure
2%

Affiliate
Problems
Significan 2%
Investment

Fraud -

Adjudged
or Alleged
22%

CBESTDY



Impairments of US AM Best-Rated Insurers

US Property/Casualty and Life/Health - Number of Impairments by Year

26
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Source: AM Best 45
“Best’s Impairment Rate and Rating Transition Study — 1977 to 2024” (June 2025)



Why Have AM Best-Rated Impairments Declined?

Improved risk management practices led to
significant improvements in stability and
performance over last 15-20 years

Regulatory and supervisory enhancements

Refinements to AM Best’s criteria have raised
awareness in the industry and helped insurers
manage their exposures

46



Synthetic Case Study — Brenix Property Insurance Co. Ltd.

Maximum + 2

| |
| |
Country Risk I I
| |
I I
4 N [ N [ N [ N [ N [ )
B;Laer:;e Operating Business Enterprise Risk Comprehensive
Strenath [l Performance - Profile - Management I Adjustment I Rating Issuer Credit
9 Lift/Drag Rating
Baseline (+2/-3) (+2/-2) (+1/-4) (+1/-1)
\ NG NG AN /NG NG /
Very Strong Strong Neutral Appropriate bbb+
Current
u m
Strongest BCAR  Modest underwriting ~ Leading domestic Follows
Small capital results, supported Insurer regulation
CRT-4 by investment Concentrated by Moderate risk
income line and geography profile
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Synthetic Case Study — Brenix Property Insurance Co. Ltd.

Premium growth significantly ahead of the Potential under-pricing. High product

market, in its main line, property concentration limits flexibility

A rise in attritional loss ratio, exacerbated by The deterioration in the performance is likely to
negative reserve development prolong, given reserve deficiencies

Increased retention limits on catastrophe Higher net limits could increase future
reinsurance cover, following market hardening performance volatility

The BCAR scores drop significantly due to an Concerns with capital management and
operating loss and higher net PMLs capital sustainability

48



Synthetic Case Study — Brenix Property Insurance Co. Ltd. —
Rating Action 1

Maximum + 2

—— o —
—— o —

Country Risk
4 N N N N N )
Balance Operating Business Enterprise Risk Comprehensive
S Performance Profile Management Adjustment Rating Issuer Credit
Strength El - El El El . .
Lift/Drag Rating
Baseline (+2/-3) (+2/-2) (+1/-4) (+1/-1)
\ A\ A\ AN /L /L /
Current Very Strong Strong Neutral Appropriate None bbb+
(bbb) (+1) (0) (0) (1)) (Stable)
Outcome Strong

(bbb-)

Adequate Neutral Marginal None bb+
(0) (0) (-1) (1)) (Under review negative)
AM
CBESDY
SINCE 1899 ®




Synthetic Case Study — Brenix Property Insurance Co. Ltd.

The CEO resigns; replaced by an executive The new CEO lacks relevant expertise —

with an insurance agency background unlikely to turn the business around

The regulator suspends company’s licence due Path to remediation narrows further;

to breach of capital requirements reputational damage due to loss of licence
The company has delayed the provision of its Poor communication and data quality suggest
financial information further issues

50



Synthetic Case Study — Brenix Property Insurance Co. Ltd. —
Rating Action 2

Maximum + 2

—— o —
—— o —

Country Risk
4 N [ N [ N\ N N\ [ )
el Operating Business Enterprise Risk [ | Comprehensive
LA Performance Profile Management Adjustment Ratin Issuer Credit
Strength [l Fl Fl 9 El ) El . 9 .
Lift/Drag Rating
Baseline (+2/-3) (+2/-2) (+1/-4) (+1/-1)
. 4\ AN AN AN AN

Current Adequate Adequate Neutral Marginal None bb+
(bbb-) (0) (0) (-1) (1) (Under review negative)
Outcome Weak Marginal Limited Weak None cce
(1)) (-1) (-1) (-2) (1)) (Negative outlook)
AM
CBESDY
SINCE 1899 ®
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How Enterprise Risk Management Fits into the Rating Assessment

Framework Assessment Components Risk Evaluation Review Components

Risk ldentification and Reporting Product &

Underwriting Risk Operational Risk

Risk Appetite and Tolerances
Reinsurance Risk Concentration Risk

Stress Testing and Non-Modelled Risks Legislative/Regulatory/

Judicial/Economic Risk ~ mvestment Risk

Risk Management and Controls
J Liquidity & Capital

Reserving Risk Management Risk

Governance and Risk Culture
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Stress Testing — What is Relevant?

BCAR Analysis

ERM Assessment

Management Dialogue

Natural catastrophes
Cyber

Investment

Liquidity stress

Stress testing
Sensitivity analysis
Non-modelled risks
Reverse stress tests

Emerging risks
Risk appetite
Lessons learnt
Hot topics

53

Sovereign default
Excessive growth
Inadequate reserves
Pandemic

Think “outside the box”
Gaps and vulnerabilities

Strategic view
Contingency plans



Changes in AM Best’s Enterprise Risk Management Assessments

Themes of adverse changes
Elevated country risk
“ Regulatory and solvency issues

Capital management issues
Significant delays in financial reporting
Underwriting controls

Fraud

Reputational damage

2022 2023 2024
m Adverse Changes m Positive Changes

Notes:
Chart shows number of companies for which AM Best's ERM assessmen t changed.
Data covers AM Best’s global rating population. 54



Risks — Current and Emerging

Social R Third-Party

Inflation Reliance
Hiring Staff Artificial ‘
- I Intelllgence
- Economic & > ﬂ
‘ II I I Headwinds Geopolitical
' .‘." 3 - Risks
Private
Cyber .
Credit i . -
. ' . p= L N
Polycrisis / Pandemics
Permacrisis = Endemics
Energy ‘ l ESG | '
I Crisis N Requirements " }jﬁ '

N Yz Supply R B : Casualty
Civil Unrest 1’3% M ‘ L Chains \Mz “a ,-7 Catastrophe
AM
CBESTDY




Q&A

Valeria Ermakova, Associate Director, Credit Rating
Criteria Research & Analytics
Stanislav Stoev, ACCA, CFA, Senior Financial Analyst

Use the QR code to submit questions to our speakers
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IFRS 17: Latest Observations

Ben Diaz-Clegg, Associate Director, Analytics
Todor Kitin, Associate Director, Analytics
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Key Observations

on
Reporting and Disclosures

AM
CBEST
SINCE 1899 ®
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Consequences of IFRS 17 Reporting

Combined Ratio Segmental Reporting

_____PAA_____ | GWM

Incurred claims Insurance acquisition cash flows Non-life contracts
Changes to past services amortisation Life contracts
Onerous contracts Non-Attributable Expenses Insurance contracts

Reinsurance contracts

Directly attributable expenses

Combined ratio

« Attributable expenses are often reported together with « PAA and GMM measured business could include both non-life
incurred claims and life business

« This makes the loss ratio and expense ratio individually  Life/non-life splits are sometimes available as an optional
less relevant management disclosure, though without roll-forward tables

meaningful analysis is difficult

« Contract boundary mismatch
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Benefits of IFRS 17 Reporting

Development triangles

Roll forward tables

* In many cases, triangles show development of the
undiscounted best estimate liability (BEL) only

* Provides greater insight of BEL adequacy without the
noise of unallocated management margins

* Prior year development and the release of risk margins
are now easily identifiable

Accounting recognition

Onerous contracts

Life revenue

« Mandatory recognition of onerous contracts — loss making
contracts can no longer be hidden by profitable business

* Life revenue recognition — provides a more meaningful
indication of performance
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Impact on Rating Analysis

AM
CBEST
SINCE 1899 ®
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Impact on AM Best’s Rating Analysis

Maximum + 2

o —
o — — —

Country Risk

4 N [ N [ N [ N [ N [ I

SEIEmEE Operating Business Enterprise Risk Comprehensive
. Performance Profile Management I Adjustment I Rating Issuer Credit

ST - - - Lift/Drag Rating
T (+2/-3) (+2/-2) (+1/-4) (+1/-1)

\. NG I EANG IV AANG EANG EANG /

* AM Best uses a building block approach to assess a * Changes in reporting do not mean changes in financial
(re)insurer’s financial strength strength. The rating process should be agnostic to

_ accounting standards
* AM Best already rates (re)insurers who report under a

variety of standards and audited financial statements * However, new presentation of the underlying
are a key input to the rating process information can lead to new insights and new

challenges in financial strength analysis
AM
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Similar But Different Performance Metrics

Favourable Movements in Combined Ratio

100
98
96
94
92
90
88
86
84
82
80

IFRS 4 Discounting Expenses Onerous Other IFRS 17
COR Contracts COR
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Spotlight on Reinsurers

Segment Comparison

US & Bermuda Reinsurers European “Big Four” Reinsurers

17.4

2020 2021 2022 2023 2024 2020 2021 2022 2023 2024
_ _ _ IFRS17  IFRS 17
mm Combined Ratio —Return on Equity (ROE)
Discount Effect of 6-9% Points*
AM

—— CBESTY
Notes: US & Bermuda Reinsurers includes: Arch, Gen Re, Everest, Ren Re, %EE§;!- ®
Transatlantic Re, Odessey Re, Partner Re. European “Big Four” Reinsurers includes:

Munich Re, SCOR, Hannover Re and Swiss Re. 64

* As reported in investor presentations for 2024 and projected for 2025



Similar But Different Performance Metrics

Return on Equity (ROE) Release of margin of prudence and creation
of risk adjustment (RA)

» Reported IFRS equity has
(typically) declined for (re)insurers Creation of life CSM
with significant life books

IFRS 17 reporters

Accounting factors depending on book of

 Life revenues are recognised business (e.g. guarantees)
through the life of the contract
with future value instead Return on Equity (Income/IFRS Equity)
recognised in the contractual
service margin (CSM) —

IFRS 4 IFRS 17
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IFRS 17 Impact on Rating Analysis — Treatments in BCAR

Life Contractual
Service Margin BCAR = (Available Capital - Net Required Capital) %100

(CSM) Available Capital

Life Net Risk
adjustment (RA)

/ \ ; Haircut |

No _imrc)lact 0_:1 I Llfe net / \
required capita
CSM Equity Credit in
BCAR
Partial Equity i
credit in gvailable k / A(\:,:IFI)IatZIIe
e [Life Net Risk Adjustment] K /
66

* Net economic value due to long-term business



IFRS 17 Impact on Rating Analysis — Treatments in BCAR

Reported reserves are discounted to their present value recognising
the time value of money and adjusted for AM Best’s view of any
reserve deficiency

Adjustments to discount factors may be appropriate. For example, if a
rating unit’s payout pattern is materially different from the industry
payout pattern

Non-life

reserving

Other discount rates may be used when AM Best’s long-term view of
the risk-free rate for the jurisdiction the rating unit operates in differs
materially from 4%
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IFRS 17 Impact on Rating Analysis — Treatments in BCAR

Net insurance services revenue (net ISR) replaces non-life net written
premium (NWP) on the financial statements

Present value of cash inflows for GMM/VFA life business replaces life
NWP on the financial statements

Adjustments to net ISR may be necessary to derive appropriate base
for charging pricing risk. For example:

Seasonality

Non-contingent commissions
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Q&A

Ben Diaz-Clegg, Associate Director, Analytics
Todor Kitin, Associate Director, Analytics

Use the QR code to submit questions to our speakers
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