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We Are Measuring Which ESG Risks Appear in Our Ratings @

¢ Which specific ESG risks are
potentially relevant for each issuer’s
credit profile.

e \Which ESG risks are relevant for
different sectors, and even countries
or regions.

e \Which ESG risks have risen to a level

Credit Risk E S G Rlsk where we they are an active factor in
)

the rating decision, on an issuer-by-
issuer basis.

¢ \Which ESG risks actually led to a
rating change.

Source: Fitch Ratings
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We Are NOT Measuring Overall ESG Performance Of An Entity
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ESG — Relevance and Materiality to Rating

Lowest relevance

)
( \

)

Conceptually Conceptually
inapplicable for the applicable for the
sector sector, but highly

unlikely to ever
impact a rating.

Likely would not
appear in RAC

Source: Fitch Ratings

Baseline neutral value

Conceptually
applicable for the
sector, but not
currently affecting
the rating, either
through active
management or
limited entity
relevance.

May appear in
research, but

unlikely to appear in

RAC

Credit-relevant to an issuer

A
( \

Has become a factor Has by itself actively
in the rating, but driven a rating or
does not by itself outlook change.
directly lead to a

change in outlook or Will appear in

rating. research, and will

appear in RAC
Will appear in
research, and likely
to appear in RAC
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ESG - Environmental, Social and Governance Risk Factors

Environmental Social Governance
Greenhouse Gas Community Relations & Social : :
EAQ . : _ SCR . GEX Operational Execution
Emissions/Air Quality Access
Customer Welfare, Product
EFM Energy & Fuel Management SCW GGV Governance Structure

Safety, Data Security
Water & Wastewater

EWT SLB Labour Relations & Practices GST Group Structure
Treatment
EHZ Wastg & Hazardous SEW Employee Well-being GTR Financial Transparency
Materials
' Exposure to Social
EIM Exposure to Environmental SIM p

Impacts Impacts

FitchRatings 4



Example of Published ESG Relevance Score

FitchRatings

Odebrecht Engenharia e Construcao S.A.

Corporates Ratings Navigator
Engineering & Construction

Cradit-Relevant ESG Derivation

Odebrecht Engenharia & Canstucan S.A. has 2 ESG key rating drivers, 3 ESE rafing drivers and 3 ESG polential rating drivers

» o

ia & Corstrucac S.A. h to board ir

fisk which. an an indhidual basis, has a signficant impact on the rafing.

ia & Corstrucac S.A. h sk which, on.

group

» o

I basis, has a significant impact on the rating.

s product guality & safety risk which, in combination with other factors, impacts the raing.

s siralegic risk which, in combirsation with cther faclors, impacts the rafing.

risk and third-party.

with other factars, mp g

» O ia e Construcao 5.4, h
» 0 Fuaria e Canstucas S.A. b
. On ia & Construcan SA. o financial disclosune risk which, in
o ia & Caretrucao 5.4, b o waste & impact
Showing fon & lssues

Environmental (E)

but this hias very low impact on the rating.

General lssues E Score Sector-Specific lssues Reference
GHG Emissions & Air Quality 2 Emissions and pollution from operafions Diversiication & Market Postion; Profitabiity
Energy Management 1  na na
Waber & Wastewaier Management 1 na na.
. Diwersiication & Market Postion; Crder Book and
Waste & Hazardous Malerials Management; 5 inabie buikding peaciices including buicing R Visibitty, Profiabiity, Finarcisl Structure;
Ecolagieal npacts Financal Flesitilty
e 1o Erms i 1 o . . ot et g:;ﬁ::;:m:umnsrn; Profitabiity; Financial
Soclal (8)
General lssues S Scone Sector-Specific lssues Reference
Human Rights, Communiity Relations, Access & 1 na s
Afordability =
. R Dwersiication & Markel Postion; Crder Book and
g:“’s "‘::""" - Fait Messaging, Privacy & 4 Product qually; defects or safety-refaled ncikdenls Revenue Visibiity; Contract Risk Management;
Prafitabiity, Financial Flexbiity
P — 3 |impacicfiabor megaiiai o g:;ﬁ::::m:umusrn;mmumrmm
Diwersiication & Market Postion; Crder Book and
Emplayse Wellbeing 2 Warker safety and accident prevention Rievenue Visibilty, Profitability; Firancisl Structurs;
Financial Flexibilty
Exposure o Social Impacts 1 na na.
Governance (G)
General Issues G Score Sector-5pecific Issues Reference
Management Strabsgy 4 Siralegy development and implementation Management and Corporais Governancs
Govemance Stnuchuse 5  Board independence and effect ip Corporats Governancs
Group Structure 5 Compley, and related-party Management and Corporals Govermancs
Financial Transparency 4 Ouality and iming of fnancil dischosre Management and Corporals Governance

E Scale

S Scale

G Scale

Overall ESG Scale

key driver z msues
driver 3 imsums
palential driver 3 msues
z msues

rat a rating driver

How to Read This Page
ESG scores range from 1 o 5 based on a 154evel color gradation. Red (5) Is most
redevant and green (1) ks least relevant.

The Environmental (E), Social (5) and Gowernance (G) tables break out the
individual components of the scale. The left-hand box shows the aggregate E, 5, or
G score. General Issues afe refevant across all markets with Sector-Specific lssues
unique 1o & paricular industry group. Scores are assigned o each sector-specific
tzsue. These scores signify the credit-relevance of the sector-specific issues to the
ssuing entity’s overall credit rating. The Reference box highlights the factor(s) within
which the comesponding ESG issues are captured in Fitch's credit analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG score. This
score signifies the credit relevance of combined E. § and G lssues to the entity's
credit rating. The three columns to the Ieft of the overal ESG score summarize the
kasuing entity's sub-component ESG scores. The box on the far left identifies the
[number of] general ESG issues that are dhivers or potential drivers of the issuing
entity's credit rating (comesponding with scores of 3, 4 or 5) and provides a brief
explanation for the score.

Classification of ESG issues has been developed from Fitch's sector and sub-

sector ratings citeria and the General Issues and the Sector-Specific lssues have
been informed with SASE's Matenality Map.

CREDIT-RELEVANT ESG SCALE
How relevant are E, S and G issues to the overall credit rating?

a key e
Indwidual basis. Equivalent I "higher” relative Importance within Navigator.

Redevant 1o ratng. not a key rating drver but has an impssct on e mating in
combinason reiatve

4 with cifher ftactors. Equivalent to “moderate” Impartance within
Naragaior.
Minmaly relevant to raing, ether very low mpact or acively managed in a way hat
resuls in no mpact on the ng. Tower
within Nargaior.

2 Imelevant io the eriby rafing but nelevant i e sechor.

Imeievant 1o the enity raSng and imsevant o the sector.
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ESG Relevance Summary for 1,534 Issuers Currently Published @

Relevance to Issuer Portfolio ESG Elements Driving Issuer Credit Impact
(ESG Score of 4 or 5)

(No.)

Some 300

Impact

0
22% 250

200
150
100

50

No Impact
78% 0

Environmental Social Governance

Source: Fitch Ratings
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ESG Relevance Summary: Latam Corporates (207 Issuers)

Relevance to Issuer Portfolio ESG Elements Driving Issuer Credit Impact
(ESG Score of 4 or 5)

(No.)
Some 120

Impact
40%

100
80
60

40

No Impact
60%

20

Environmental Social Governance

Source: Fitch Ratings

FitchRatings 7



ESG Relevance Summary: Brazilian Corporates (55 Issuers)

@

Relevance to Issuer Portfolio

No Impact
45%

Some
Impact
55%

Source: Fitch Ratings

ESG Elements Driving Issuer Credit Impact
(ESG Score of 4 or 5)

(No.)

50

40

30

20

10

Environmental

Social

Governance
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ESG Relevance Summary: Developed and Emerging Markets

Developed I\/Iarke_ts_ _ Emerging Markets
ESG Elements Driving Issuer Credit Impact ESG Elements Driving Issuer Credit Impact
(ESG Score of 4 or 5) (ESG Score of 4 or 5)
(No.) (No.)
150 200
120
150
90
100
60
50
30
0 0
Environmental Social Governance Environmental Social Governance

Source: Fitch Ratings
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Vale — Rating Action and ESG Considerations

GHG Emissions &

“ ” . . : 3 Air Quality
Downgraded to “BBB-" / RWN following disaster: . SN g Energy
ransparency Management
i i = Water &
* Material ESG shortcomings Group Structure Wastewater Mt

*  Expectation of substantial fines and reparation payments
o ) ) ) Governance Waste & Hazardous
« Additional capital expenditures and lost production Structure Materials Mgmt
. . . Management Environmental

ESG Considerations: Strategy Impacts
*  Poor management of tailing dam risk Exposure to Social Community

o Impacts Relations
* Dangerous work conditions Employee ———
«  Additional cost for waste and hazardous materials management Wellbeing | 2bor Relations &

. .. . . Practices
* Increased resistance to mining industry and future projects

Source: Fitch Ratings

Credit-Relevant ESG Derivation Overall ESG
Vale S.A. has 2 ESG key rating drivers, 3 ESG rating drivers and 8 ESG potential rating drivers ) .
key driver 2 issues
» Worker safety and accident prevention
ari .
» Strategy development and implementation et 3 osues 4
» Total amount of tailings and mineral processing waste produced; management of tailings dams potential 8 issues
driver
» Social resistance to major projects or operations that leads to delays and cost increases
. . 0 issues
» Complexity, transparency and related-party transactions not a
rating
Regulatory Risk - emission standards driver .
1 issues

Showing top 6 issues
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Vale — Rating Navigator
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Source: Fitch Ratings.
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Fitch Ratings’ credit ratings rely on factual information received from issuers and unless such risk is specifically mentioned. A Fitch Ratings report is not a substitute
other sources. for information provided to investors by the issuer and its agents in connection with a
Fitch Ratings cannot ensure that all such information will be accurate and complete. sale of securities.

Further, ratings are inherently forward-looking, embody assumptions and predictions Ratings may be changed or withdrawn at any time for any reason in the sole

that by their nature cannot be verified as facts, and can be affected by future events  discretion of Fitch Ratings. The agency does not provide investment advice of any
or conditions that were not anticipated at the time a rating was issued or affirmed. sort. Ratings are not a recommendation to buy, sell, or hold any security.

The information in this presentation is provided “as is” without any representation or ~ ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
warranty. A Fitch Ratings credit rating is an opinion as to the creditworthiness of a DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS AND
security and does not address the risk of loss due to risks other than credit risk, THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.
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