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Webinar objectives

1. Better understanding of how investors use ESG information

2. What can companies do about it

3. Evolving investor expectations around ESG disclosure and
performance
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A few definitions

ESG

Mainstream
Investors

Socially
Responsible
Investment
(SRI)
Long-term
Value Creation
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Verity Chegar

Vice President, ESG Strategist

BLACKROCK

4 . . ! ! A
“Over the long-term, environmental, social and governance (ESG) issues — ranging from

climate change to diversity to board effectiveness — have real and quantifiable financial
impacts.

At companies where ESG issues are handled well, they are often a signal of

operational excellence.

BlackRock has been undertaking a multi-year effort to integrate ESG considerations into our
investment processes, and we expect companies to have strategies o manage these
issues.”

Larry Fink, BlackRock CEO Governance Letter to S&P 500 CEQOs, February 2016




Eric Fernald

Executive Director, ESG Research

MSCI &)

i “It's challenging to wade through ESG information because much of what is disclosed is not i
financially relevant.

It's also hard for investors to know what any piece of ESG data means without industry
context or rigorous peer benchmarking. That is why we see a great deal of uptake among
institutional investors for using ESG ratings in their investment analysis.”

Linda-Eling Lee, Global Head of Research, MSCI's ESG Research group, Forbes, June 2015




ESG
as a Risk Factor MSCI

ASSESS MANAGEMENT QUALITY &

SYSTEMATIC RISK LIMIT SURPRISES AND EVENT RISKS
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CORPORATE GOVERNANCE: FOUNDATION OF RISK MANAGEMENT
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OWNERSHIP & CONTROL ACCOUNTING

Recent Examples:

Volkswagen Valeant Wells Fargo

Prior to emissions cheating scandal, Downgraded in May '15 on “Very Bottom ratings predating the customer
flagged on Governance and accounting Aggressive” accounting, drug pricing, & account scandal were driven by major
concerns product safety concerns governance concerns, complaint data, and

product oversight lapses.



MSCI ESG Rating Model

Key Issues

MSCI =

ENVIRONMENT PILLAR SOCIAL PILLAR GOVERNANCE PILLAR
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How does MSCI assign materiality
to ESG topics on a sector by sector

basise




How to Choose?
Which ESG Issues are significante
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Which Issues
Are the Most Significant o the Industrye

ESG Key Issue Weights Are Based On:

Industry’s contribution to externality vs. other industries

Time horizon of risk factor for that industry

Weights Set by GICS Sub-Industry

Short Term Highest Weight

Medium Term

Long Term Lowest Weight

Low Contributionto  Moderate Contribution High Contribution to
Externality to Externality Externality

Sources: MSCI ESG Research, As of October 2016
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What process does MSCI use to
rate company ESG performancee¢




Measuring MSC| i
ESG Risk Exposure

* Type of operations
* Location of operations
* Size of operation, etc



Assessing MSC] &
Risk Management

e @\

POLICIES AND TARGETS AND PERFORMANCE
OVERSIGHT PROGRAMS METRICS
ex: Highest Level of Water Oversight ex: Water Reduction Targets ex: Water Withdrawal Intensity
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Company data as of May 2016. Source: MSCI ESG Research



How does MSCI work with
companies throughout the year?




ESG Ratings Data Review process

Quarterly Alert Data Review Post-Industry
for Pending Report Update
Update Available Engagement

#® Quarterly Alert for Pending Update: all companies whose industry is scheduled for an update in the upcoming quarter are alerted and invited to provide

MSCI ESG Research with data updates.

#® [ndustry Update Engagement Period: all companies are invited to engage with M3CI ESG Research while analysts are actively updating management

assessments for the industry.

® Data Review Report Available: 5 completed data review report (containing all relevant data collected by analysts) is sent to all companies after the

industry updates peried ends, and companies are invited to review and engage with M5CI ESG Research at their convenience.

#® Post-Industry Update Engagement: all companies are invited to engage with M5CI ESG Research at any time during the year to update data.



Audience Poll




Audience Pall

Poll 1: Have you incorporated investor views in your company’s materiality assessment process?
a) Yet to undertake a thorough materiality assessment
b) Conducted materiality review, without direct investor input
c) Specifically asked investors/owners as part of the process

Poll 2: How would you describe your organization’s engagement with investors on ESG issues?
a) Only responding to ESG research and rating providers
b) Also, some engagement, mainly to answer queries
c) Also, some dialogue, but mostly with specialist SRIs
d) Proactive engagement with both SRI and mainstream investors
e) We don't currently engage with investors on ESG issues
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“Investors don't care about ESG

and long-term”

ESG integration among Policy instruments related to Significant growth in
asset managers fiduciary duty AUM incorporating ESG

Managers’ perceptions of investors’ views
on ESG materiality are out of date

y

Stock exchanges as the conduits between
issuers and investors
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How can companies
better engage investors
on their ESG performancee
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Long-term value project

Gettingon theright track: Advancing the Sustainable
How to demonstrate the value of Development Goals:
sustainable business to investors Business action and Millennials’ views

How to Use Your CDP How to engage investors
Data to Engage Investors on ESG performance?
Watch Recorded Webinar Watch Recorded Webinar
i i
Events ‘17 Conferences H1 ‘17
London San Francisco — CSR
New York 3.0

Long-term Value for Investor ESG: A stepping stone to a direct Santiago London - Ethical

Relations and Corporate contribution to the SDGs Singopore COI’p

Responsibility
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Contact us o Ll

For further information please contact: For further information please contact:

Esther Toth, Associate Director Mike Tuffrey, Co-founding Director

E: Esther.Toth@corporate-citizenship.com E: Mike.Tuffre@corporate-citizenship.com
T. +44 (0) 207 861 1616 T. +44 (0) 207 861 1616

London London

W: www.corporate-citizenship.com
E: mail@corporate-citizenship.com

Twitter: @CCitizenship
LinkedIn: Corporate Citizenship Company

London Office Melbourne Office New York Office San Francisco Office Santiago Office Singapore Office
Holborn Gate, 5th LBG Australia & New 901 Mission Street Av. Kennedy 5735 1 3 Fusionopolis Place
Floor Zealand 241 Centre Street Suite 105 Oficina 1503 03-54 Galaxis

26 Southampton Suite 5.04, Level 5, 4th Floor San Francisco, CA Nelalilelele) Worklofts
Buildings 20 - 22 Albert Road New York, NY 10013 94103 Chile Singapore

London WC2A 1PQ South Melbourne, VIC 3205 ' United States United States 138523

United Kingdom Australia

T: +44 (0)20 7861 1616 ' T:+ 61 (3) 9993 0452 T: 1-212-226-3702 T: 1-415-416-9580 T: +56 (2) 3224 T: +65 6822 2203
3569
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