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Introduction to ESG reporting
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Frequently Asked Questions

Q: Is ESG reporting required?

A: No, reportingin line with ESG metrics is currently voluntary. However, reporting ESG data is
becoming expected by clients and many investors, who are evaluating companies based on both
gualitative and quantitative ESG information as part of their financial analysis.

Q: Are there common standards for ESG reporting?

A: Yes, there are a voluntary frameworks and standards that are commonly used. Many companies
use a combination of standards to create reporting that reflect their operations while also
ensuring that customers, investors, and other stakeholders get useful information.

Q: Do other companies like us do this?

A: Yes, ESG reportingis becoming standard practice across all industries, including real estate and
retail companies of all sizes. It is being used by shareholders, bond investors, private equity, and
otherfinance professionals to evaluate enterprise value.
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Examples of ESG Issues

A ” . d t . Environmental Issues Social Issues Governance Issues

Cross all inaustries,

investors and other “ Climate change and carbon " Customer satisfaction * Board composition
stakeholders are Seeking emissions “ Data protection and privacy " Audit committee structure
re“a ble metrics a nd “ Air and water pollution B csinder and diversity " Bribery and corruption

O Biodi it - [ E i i
lodiversity Employee engagement Xecutive compensation

standardized information
on many ESG issues,
such as those listed here.

[ . [ 5
Deforestation I Community relations Lobbying

" Energy efficiency * Political contributions

“ Human rights

| .
Waste management * Whistleblower schemes

“ Labor standards
® Water scarcity

Source: CFA Institute: https://blogs.cfainstitute.org/marketintegrity/2015/11/19/esg-education-bridging-the-gap-for-better-informed-investment-decisions/
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Recent Milestones
ESG Reporting is increasingly driven by formal tools and rules.

GRESB, the global real estate

. Official implementation of UN's Intergovernmental Panel The International
f{? rﬂfgc }::E:;:uf?: :f:é’?;m" UN's Sustainable on Climate Change (IPCC) Sustainability Standards
B 'un B Development Goals (SDGs) releases Special Report on Board officially consolidates
T begins, intended to address Climate Change describing existing ESG frameworks for
I urgent global challenges over impacts of 1.5°C global incorporation of the most
performarce ocross rea the next 15 years. warming. business-relevant ESG factors.

estate companies and funds.

GRESB launched IPCC Report ISSB established
2015 201? znz1

2009 2016 2018 2{}22
Paris Agreement TCFD Finalized m
A legally binding treaty was Lﬁ;ﬂ?ﬁ%’;ﬂ;ﬁgﬁgﬁm EU legislation (SFDR)
adopted by 196 parties, the : mandates fund managers to
. e releases recommendations, : ;
first time for a binding . actively disclose whether
. creating framework for .
agreement by nations to act businesses to disclose funds are Article 6 (no ESG
to address climate change. oli related risks & incarporation), 8 (ESG Fund),
o e or 9 (Impact Fund).
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ESG Frameworks and Standards
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What are ESG Frameworks & Standards?

Major Frameworks & Standards

VALUE

REPORTING WORLD
‘ ECONOMIC
- FORUM
WWCDP
o R\ [/

AT A ‘@

G RI Empcweri": \-

N "

GOALS

In most countries reporting ESG
information is voluntary. However, it is
often expected by clients and investors,
who are evaluating companies based on
both qualitative and quantitative ESG
information as part of their financial
analysis.

There are a voluntary frameworks and
standards developed to address this
need. The ones on the left are among
the most used.

Frameworks — Guidance to structure and prepare information and what broad topics are covered. Ex: TCFD

Standards — Specific, detailed, & replicablereporting requirements for topics, including metrics. Ex: SASB, GRI
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How to use ESG Frameworks & Standards

TCFD

\

Empowering

Sustainal ble

Decisions
Nesgs S

Resource

Recommended Use

SASB

Sustainability
Accounting Standards
Board

Use as the base for ESG reporting because:

e Market consensus on most financially material factors
e Center of ESG gravity for investment management

¢ Relatively adaptable and simple to use

TCFD

Task Force on Climate-

related Financial

Use to guide climate reporting and strategy because:

e |ssue is central for regulators and financial sector
¢ Essential for keeping up with recent advancements

Disclosures ¢ Full reporting is heavy lift at first, but can grow over time

GRI Use to supplement reporting as needed because:
Global R _ ¢ Longtime market leader on comprehensive ESG reporting
° Iiitiaet?::mg * Best choice for reporting on societally material ESG issues

¢ Can adapt for use without committing to full accordance

Companies often combine
frameworks to ensure that
customers, investors, and
other stakeholders get the
most useful information.

Here is how they can
complement each other.
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Who Uses ESG Frameworks and Standards?
Common definitions produce standardized information for many end users.
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Reporters

* Collect, validate,

Software
Providers

# Enable filers to

Auditors

* |Ise standards

Frameworks

and
Standards

Data

providers

Analytics
platforms

End Users

Regulators

set up internal collect and report as criteria '_AfEErEEEt'FE * P'tr_{wide d -c:::estnrs and '_ Ir;re::;rég_hr
controls/procedure information, help against which 'a“ngr::k;ﬂ; ::I:-I;Ef:::: ct3 I:Erhulders :;Gre n
g, involve internal standard setters they provide i - - . i
& external, then build taxonomies external /f Concept ual \\\ ?:a ila h}vl-,E ana l.ﬁ'lﬁt' EUCE civil m?;::]n'natmn,
publish and information assurance and Framewo rks roug capabilities soclety, with some
information validation related services tec :'“'Cﬂ CEY co mlml-lﬂltlf-'f-; :Tﬂ r}datlng_
pathways tools employees, isclosure in
. customers, accordance
Disclosure and suppliers with
Tobpics consume standards
P available data and some
and analysis using it for
: lat
Disclosure I']igr‘p',ssj:’

\Requirements/a

Underpins All Information ‘
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ESG FRAMEWORKS ARE EVOLVING

In 2022, many leading frameworks formally aligned into a global standard.

Task Force on The Financial Stability Board's TCFD
Climate-related contributes ‘a framework to help public
Financial companies and other organisations disclose
Disclosures climate-related risks and opportunities’
World
Economic = e EE EE O EE RS S R R S S EE RS O E Em
Forum I I
Val [~ Sustainability SASB contributes ‘a complete International
WEF: ‘a core | Yalue Accounting  set of globally applicable | : "
set of common I IF:EPC':IU“.Q Standards industry standards’ IFRS Sustalnablllty
metics and I oundation = Board S Foundation Standards Board
AP <IR> aim is to ‘improve the quality |
Panqofrl:.amal I rl:_zr:n zfotﬂige Integrated of information available to (ISSB)
T SASQB and <IR> Reporting providers of financial capital to I
I . Framework enable a more efficient and I
I productive allocation of capital’ I
I Climate Disclosure CDSB contributes ‘climate change related I
Standards Board information of valug to investors in
I mainstream financial reports’ I
e e - - o o o o o o o . . . . o e . ..

Source: KPMG, “New Sustainability Standards Board,” 11/3/21 10
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Spotlight: SASB’s Industry-
Specific Approach

Real Estate

SASB identifies the highest
priority ESG issues for each
industry, so companies can
focus efforts and better
allocate ESG resources.

Multiline and Specialty

Retailers & Distributors

Source: SASB Materiality Finder

Environment

Energy Management (@

Water & Wastewater
Management (@

Social Capital

Human Capital

Business Model & Leadership & Governance
Innovation

Product Design &
Lifecycle Management @

Physical Impacts of
Climate Change 3@

Environment

Energy Management 3

Social Capital

Data Security @

Human Capital

Labor Practices @

Employee Engagement,

Diversity & Inclusion @

Business Model & Leadership & Governance
Innovation

Product Design &
Lifecycle Management (2

11
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What Frameworks are used in ESG Reports?

KEY TAKEAWAYS ON RUSSELL 1000® REPORTING Key takeaways:
GEA found that 70% of the Russell 1000 companies published sustainability disclosures in 2020. * Al Ign m ent to fra m eworks IS
Below is a summary of growth in specific reporting behaviors from 2019 to 2020 for this cohort of reporters: increasing
v o | 5 * GRlis still most common
R Standads 0% |_ 52% * Materiality focus is growing
Iighment 2019 47%
(SASB/TCFD)
SASB Standards 202 I o
Asnment 12% * |Impact matters (SDGs)
TCFD Alignment 2020 o e
xternal Assure | :
Vtieg e — Across the board, companies
2019 | 24% )
2o are expanding use of ESG
SDGs Alignment . .
| frameworks to standardize their
0% 20% 40%0 60% re po rtl ng’

Source: Governance & Accountability Institute, Inc. 2021 Research - ga-institute.com

12



ESG Ratings
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How do ESG Ratings Work?

Only 24% of companies receive a rating of AAA

ESG ratings seek to e alarthe or AA (ESG[IEELED)). Leaders are proactively
measure a company’s g - managing ESG risk and taking advantage of

exposure to ESG risks oforenced ESG opportunities better than their peers.

EXEEED ESG performers may be

managing some key ESG issues well

over the long-term.

MSCl is one of the most B and others poorly, or they may be
widely used. Their average across the board.

approach is highlighted
here but each service . have drE|3ﬁ‘-'E|Y

: , more unmanaged exposure
takes a slightly different to ESG risk factors.

approach.
LAGGARD AVERAGE LEADER

14
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Overview of ESG Raters

Market

Approach

Sustainalytics

Utilized by institutional investors
such as Fidelity

Ratings viewable on Yahoo!
Finance

Acquired by Morningstar in 2020

Rate on 60-80 issues perindustry
in 4 dimensions (preparedness,
disclosure, qualitative
performance, and quantitative
performance)

MSCI

Utilized by many institutional
investors, many EU investors

A leading providers of indexes

Began building ESG business via
acquisition over a decade ago

Assesses 37 key ESG issues

Claimto have a leading approach
for estimating GHG emissions

ISS

Known for ISS Governance Score

Market leader in proxy advisory
services

Once PE-owned, acquired by
Deutsche Borse in 2021

E&S score rates the level of
transparency on topics, not
performance
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RepRisk

Developed to serve credit market,
broadest universe coverage

Independent, no parent

Identifies ESG risk from sources excluding
self-reported corporate data

15



Finding Your Next Step
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Selecting Frameworks

What are the company’s target stakeholders for their report?

7
/
/
/
¥
U.S. Investors
Does the \

company have leading investor-

significant driven, industry-
climate risks specific

This sample
\ decision pathway
shows how to
approach
/ selecting
it frameworks when
ey developing an ESG
reporting plan.

Is there a

or guideline?
opportunities? (ex: GRESB)

TN

Yes = Industry- Yes = Industry-

specific specific
guideline guideline

17
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Clime
Sample ESG Project Approach
Potential inputs
ESG Reporting Workshop — What to Expect from external
Producing an initial ESG report can partners:
be daunting. A formal ESG f Comprehensive training for long-term ESG reporting I
reporting process can bring strategy
increased confidence in decision- Learn how to identify key messages and best formats and « Industry & market
making regarding ESG reporting channels for communication intelligence
Key points: Key documents commonly used for ESG reporting - ESG strategy, reporting
: L : - & communications

Consider available internal ESG report planning workshop descriptions and example .

resources agendas expertise

Plan ahead .

af anea Walk-through on different reporting frameworks and how to ESG tools & templates
Investininternal alignment choose the right one for your report

Enhanced understanding of best practices for data collection
and disclosure
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Key Terms and Definitions

ESG

Environmental Factors

Social Factors

Governance Factors

Greenwashing

Impact Investing

Materiality

Stands for Environmental, Social, and Governanceissues.

Environmental factors relate to how a company affects the earth. Itincludes climate change impact,
waste production & management, water and other resource use, and related risks and opportunities.

Social factors relate to how a company treats employees and the community. Itincludes employee
engagement, human rights, health/wellbeing initiatives, and employee and consumer protection.

Governance factors relate to how a company is run. It includes management structure, compensation,
internal controls and accountability, shareholder rights, and oversight of ESG.

Promoting a product, service, or company as more environmentally-friendly than it truly is by
advertising environmental benefits that are overstated or misleading.

Impactinvesting refers to investments made into companies, organizations, and funds with the
intention to generate a measurable, beneficial social or environmental impact alongside a financial
return.

Materiality is a measure of the importance of specific topics and information to overall business
performance. The more significant a topic is, the more material it is, and vice versa.

20



