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Resilience Finance: Changing Context

* Risk are increasing

- Data and Risk Analytics

* Metrics & Methodologies

- Capital Availability & Investor Appetite
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Risk Analytics
Anatomy of a Cat Model
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Rediscovering Insurance as an Institution

The insurance menu

Insurance options can be organized along two key dimensions:
the link between public finances and insurance coverage and the
modalities of risk transfer.

Private sector ————» Public sector

A Lump-sum
budget insurance

Disaster relief or
reconstruction
insurance

Insurance of
private sector
(to limit
government
contingent
liabilities)

>

An organizing framework for risk management

An institution of society, not an industry

A means of delivering on legal duties and agreements
A powerful multiplier of impact

A mechanism for incentives and influence

Modalities of nsk transfer —:*.
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Innovative Risk Transfer Solutions for the Public Sector
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Catastrophe Bond & ILS Risk Capital Issued & Outstanding By Year
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Catastrophe Bonds

Premium (spread) Special Purpose g Capital
5

Vehicle
=

Reinsurance f:uupr::n{thmHspread )
evalr- - Collateral @ e ———
- Return of principal "

at maturity”
In'u'eall'nentl ‘ Investment

return

Permitted " Payment subject fo the insured
Investments natural disaster not occurring

during lifetime of bond
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The Tools: Indemnity / Parametric Insurance

» Pays on actual loss

Indem N |ty * HIGH cost of loss adjustment

« Payment delays due to loss adjustment

» Faster Payment upon triggering event
« Simple, easy to understand

Pa rametriC - Event trigger defined by independent
agency data (USGS, NOAA)

» Basis Risk
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HydroMet Triggers

* Rainfall

* Flow/CFS

 Water Surface
Elevation

« Storm Surge

« Barometric Pressure

 Wind Speed
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CCRIF - Caribbean Catastrophe Risk Insurance Facility

Storm Event Payouts-To-Date

Hurricane Irma $30.8 million
Hurricane Maria $23.6 million

Since the inception of the facility in 2007, CCRIF has made payouts totaling US$130
million to 12-member governments — all made within 14 days of the event.
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The Global Ecosystem Resilience Facility (GERF)
A framework for partnerships and collaboration

An umbrella facility to provide two key pillars of innovative finance for ecosystems and natural capital:
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ENVIRONMENTAL IMPACT BONDS

$25 million Environmental Impact Bond to

N
finance the construction of green Quantifed Vent Invest
. uan entures nvestors
infrastructure to manage stormwater runoff structures deal provide up-front capital
aligns and coordinates through bond investment
“Pay for Success” financing approach stakeholders
Limits financial risk to DC Water if the "o |
performance of the green infrastructure is less 4 O
than anticipated and financially rewards
investors if the performance exceeds Evaluator
expe ctations verifies that project
outcomes are achieved
Public Entity Public Entity or Partner
(e.g., Municipality or Utility) (e.g, Municipality or Utility)
repays investors based constructs projects to
on achievement help meet stormwater
of outcomes green infrastructure management or other
or other resilience resilience targets

project deployment
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Resilience Bonds: Leverage Local Capacities & Authorities
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Columbia Venture, LLC v. Richland County
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Lawsuits filed re Addicks & Barker Reservoir Releases
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Managing Legal Risks

v’ Tailor Standards to Your Risk Appetite

v What do you know about flood risk in your
community?

v’ Claims
v Damage
v’ Disruption
v’ Transparency
v’ Tie Action to the Risk
v’ Consistency — Beware variances
v’ Stakeholders — Engage early and often
v’ Post-Disaster Moratoria

(] Connect Hazard Mitigation Plans to
Comprehensive, Land Use, Zoning

(] “Beyond Code” Standards, e.g. IBHS
FORTIFIED™

(] Freeboard & Setbacks
(] No-Rise Floodplains

] Steep slopes and erosion prone
areas

] Designate floodprone areas as open
space today ... and tomorrow, e.g.
local land trusts

] Transferrable Development Rights
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About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW ) is a leading global advisory,
broking and solutions company that helps clients around the world turn risk
into a path for growth. With roots dating to 1828, Willis Towers Watson has
40,000 employees in more than 140 countries. We design and deliver
solutions that manage risk, optimize benefits, cultivate talent and expand the
power of capital to protect and strengthen institutions and individuals. Our
unique perspective allows us to see the critical intersections between talent,
assets and ideas — the dynamic formula that drives business performance. .
Together, we unlock potential. Learn more at willistowerswatson.com.
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Resilience Bond Example Structure

Triggering

Event

There is a lot of flexibility in the product and this slide only shows one example

Issuance Life of the transaction (3-5 years) Maturity
15 Pay Receive interest Receives principal back
g- principal A N
A4
Receives Pays interest Reimburse principal
principal in
cash and Mitigation Project Project Complete
uses it to
fund project Pays interest |'| Does not pay interest Does not reimburse principal
A I | |
: X X
1
c; \4 : ‘1’ ‘l’
2 Pay Receive : Does not receive Does not receive principal back
o) principal interest : interest
1
1
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Willis Towers Watson Securities Disclaimer

Willis Towers Watson Securities (“WTW Securities”) is a trade name used by Willis Securities, Inc., a licensed broker dealer authorized and regulated by FINRA and a member of SIPC (“WSI”), Willis
Capital Markets & Advisory Limited (Registered number 2908053 and ARBN number 604 264 557), an investment business authorized and regulated by the UK Financial Conduct Authority and exempt
from the requirement to hold an Australian Financial Services License under ASIC Class Order [03/1099] (“WCMAL”) and Willis Capital Markets & Advisory (Hong Kong) Limited, a corporation licensed
and regulated by the Hong Kong Securities and Futures Commission (“WCMAL (HK)”). Each of WSI, WCMAL and WCMAL (HK) are Willis Towers Watson companies. Securities products and
services are offered through WSI, WCMAL and WCMAL (HK). Reinsurance products are placed through Willis Re Inc. in the United States and through Willis Limited in the UK, both also Willis Towers
Watson companies.

These materials have been prepared by WTW Securities based upon information from public or other sources. WTW Securities assumes no responsibility for independent investigation or verification of
such information and has relied on such information being complete and accurate in all material respects. To the extent such information includes estimates and forecasts of future financial
performance, WTW Securities has assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best currently available estimates. No representation or warranty,
express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the present or
the future. The information contained herein is not intended to provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transaction or other matter.
WTW Securities is not providing any advice on tax, legal or accounting matters and the recipient should seek the advice of its own professional advisors for such matters. Nothing in this communication
constitutes an offer or solicitation to sell or purchase any securities and is not a commitment by WTW Securities (or any affiliate) to provide or arrange any financing for any transaction or to purchase
any security in connection therewith. WTW Securities assumes no obligation to update or otherwise revise these materials. This communication has not been prepared with a view towards public
disclosure under any securities laws and may not be reproduced, disseminated, quoted or referred to, in whole or in part, without the prior written consent of WTW Securities. Information contained
within this communication may not reflect information known to other employees in any other business areas of Willis Towers Watson and its affiliates.
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Willis Limited Analytical Disclaimer

This analysis has been prepared by Willis Limited on condition that it shall be treated as strictly confidential and shall not be communicated in whole, in part, or in summary to any third party without written consent from Willis Limited.

Willis Limited has relied upon data from public and/or other sources when preparing this analysis. No attempt has been made to verify independently the accuracy of this data. Willis Limited does not represent or otherwise guarantee the accuracy or
completeness of such data nor assume responsibility for the result of any error or omission in the data or other materials gathered from any source in the preparation of this analysis. Willis Limited, its parent companies, sister companies, subsidiaries
and affiliates (hereinafter “Willis”) shall have no liability in connection with any results, including, without limitation, those arising from based upon or in connection with errors, omissions, inaccuracies, or inadequacies associated with the data or arising
from, based upon or in connection with any methodologies used or applied by Willis Limited in producing this analysis or any results contained herein. Willis expressly disclaims any and all liability arising from, based upon or in connection with this
analysis. Willis assumes no duty in contract, tort or otherwise to any party arising from, based upon or in connection with this analysis, and no party should expect Willis to owe it any such duty.

There are many uncertainties inherent in this analysis including, but not limited to, issues such as limitations in the available data, reliance on client data and outside data sources, the underlying volatility of loss and other random processes,
uncertainties that characterize the application of professional judgment in estimates and assumptions, etc. Ultimate losses, liabilities and claims depend upon future contingent events, including but not limited to unanticipated changes in inflation, laws,
and regulations. As a result of these uncertainties, the actual outcomes could vary significantly from Willis Limited’s estimates in either direction. Willis makes no representation about and does not guarantee the outcome, results, success, or
profitability of any insurance or reinsurance program or venture, whether or not the analyses or conclusions contained herein apply to such program or venture.

Willis does not recommend making decisions based solely on the information contained in this analysis. Rather, this analysis should be viewed as a supplement to other information, including specific business practice, claims experience, and financial
situation. Independent professional advisors should be consulted with respect to the issues and conclusions presented herein and their possible application. Willis makes no representation or warranty as to the accuracy or completeness of this
document and its contents.

This analysis is not intended to be a complete actuarial communication, and as such is not intended to be relied upon. A complete communication can be provided upon request. Willis Limited actuaries are available to answer questions about this
analysis.

Willis does not provide legal, accounting, or tax advice. This analysis does not constitute, is not intended to provide, and should not be construed as such advice. Qualified advisers should be consulted in these areas.

Willis makes no representation, does not guarantee and assumes no liability for the accuracy or completeness of, or any results obtained by application of, this analysis and conclusions provided herein.

Where data is supplied by way of CD or other electronic format, Willis accepts no liability for any loss or damage caused to the Recipient directly or indirectly through use of any such CD or other electronic format, even where caused by negligence.
Without limitation, Willis shall not be liable for: loss or corruption of data, damage to any computer or communications system, indirect or consequential losses. The Recipient should take proper precautions to prevent loss or damage — including the use
of a virus checker.

This limitation of liability does not apply to losses or damage caused by death, personal injury, dishonesty or any other liability which cannot be excluded by law.

Acceptance of this document shall be deemed agreement to the above.
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