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S&P Global ESG Data Primer

S&P DJI ESG SCORES (FOR MEASURING COMPOSITE ESG
SCORE PERFORMANCE OF FUNDS)

S&P DJI ESG Scores robustly measure corporate sustainability
performance with a focus on the most financially material issues within
industries. Data is collected through the renowned SAM Corporate
Sustainability Assessment (CSA) to engage companies directly for
unparalleled access to private information. By going beyond simply
collecting public disclosure, the CSA can bring to light emerging topics of
growing interest to investors, often long before disclosure is widespread, for
a cutting-edge view of corporate sustainability practices. Furthermore, this
direct engagement allows us to assess how well companies actually
perform on sustainability metrics, rather than simply rewarding corporate
transparency and completeness, as is common with datasets that rely
solely upon publicly reported information. All responses must be
substantiated with internal documentation and real-life examples, audited
by a third party where relevant in order to verify the accuracy of the
information provided.

The CSA assesses 7,300 companies (representing approximately 95% of
global market capitalization) through 61 industry assessments that cover
the most relevant ESG issues. Once a company’s assessment is complete,
SAM calculates scores using a predefined scoring framework driven by the
financial materiality of topics within specific industries. The concept of
materiality here is defined by both risk exposure and the relevance of
financial outcomes—underpinned by more than two decades of investment
performance data rather than an arbitrary or theoretical approach to
identifying material issues. Built upon a solid foundation of 600-1,000 data
points per company, up to 120 question-level scores are then calculated for
companies’ responses to each CSA question. These scores are
aggregated to as many as 27 industry-specific criteria, and the
environmental (E score), social (S score), and governance (G score)
dimensions before ultimately rolling up into the headline ESG score through
a granular and bottom-up approach.

Register to receive our latest research, education, and commentary at on.spdji.com/SignUp.
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The CSA is an annual
and resource-intensive
endeavor that typically
takes companies
several hundred hours
to complete.

The CSA is recognized
as the “highest quality”
and most “useful” ESG
assessment by global
sustainability
professionals and
investors.
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Exhibit 1: S&P DJI ESG Score Aspect Levels
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Source: S&P Dow Jones Indices LLC and SAM, part of S&P Global. Chart is provided for illustrative
purposes.

The CSA is an annual and resource-intensive endeavor that typically takes
companies several hundred hours to complete. Once led by CSR
professionals in a marketing function, today the CSA often pulls resources
from across the organization for a firm-wide view of how sustainability
topics influence the business operations and budgeting decisions from the
c-suite. In addition to annual assessments, the methodology also
incorporates the Media and Stakeholder Analysis (MSA), using daily
reporting of real-time information to account for company controversies on
an ongoing basis. By combining comprehensive data sources, sound
methodology, and a sharp focus on material issues in this way, the CSA is
recognized as the “highest quality” and most “useful” ESG assessment by
global sustainability professionals and investors.!

1 Wong, Christina, et al. Rate the Raters 2019: Expert Survey Results. SustainAbility, an ERM Group Company, 2019, pp1-49, Rate the
Raters 2019: Expert Survey Results and Wong, Christina, and Petry, Erika. Rate the Raters 2020: Investor Survey and Interview Results.
SustainAblity, an ERM Group Company, 2020, pp1-54.
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S&P DJI ESG Scores
are currently available
for 7,300 publicly listed
companies.
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benefit from one of the
only ESG data
collection processes to
go beyond simply
collecting information
from public disclosures,
by engaging with
companies directly
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Exhibit 2: Summary of S&P DJI ESG Scores

Score Coverage ‘ 7,300

S&P DJI ESG Scaores are currently available for 7,300 publicly listed companies (representing
approximately 95% of global market capitalization).

Available for up to 27 Criteria (Built upon Approx. 1,000

Data Points per Company Data Points per Company)

S&P DJI ESG data are available at the aggregate score level, in addition to the three underlying
environmental, social, and governance dimensions, and further accessible up to as many as 27
industry-specific criteria per company. Each of these levels of company ESG data is available for
investors to use and derive meaningful signals, with full transparency and flexibility to manipulate the
metrics to inform their own investment process. All of the above rests upon a solid foundation of 80-
120 question-level scores and a further 600-1,000 granular data points for every company assessed.

Transparency versus Performance ‘ Performance and Transparency

While many ESG datasets rely solely on company reporting and thus reward companies that simply
disclose ESG issues—irrespective of how well a company manages its performance on these
matters—S&P DJI ESG Scores critically account for both transparency and performance. The S&P
DJI ESG scoring methodology further rewards companies that disclose underreported sustainability
topics that are of growing importance to investors and the rapidly evolving ESG landscape.

Integrates Controversies ‘ Yes

S&P DJI ESG Scores are dynamic, accounting for the evolving landscape of ESG issues with up-to-
date annual assessments and ongoing monitoring of company controversies through its MSA.

Data Collection Method Phl(raeétsiompany Engagement plus Public Disclosure via

S&P DJI ESG Scores benefit from one of the only ESG data collection processes to go beyond
simply collecting information from public disclosures, by engaging with companies directly through
the annual CSA. With direct and targeted company access, the CSA can capture a much broader
range of sustainability topics at a much more granular level than public reporting, for a robust and
comprehensive assessment of company ESG performance.

Source: S&P Dow Jones Indices LLC and SAM, part of S&P Global. Data as of October 2020. Chart is
provided for illustrative purposes.

Background Resources

e This paper addresses the CSA methodology and approach to
calculating S&P DJI ESG Scores: Discover Material Insights with S&P

DJI ESG Data.

e This paper discusses the history and relevance of the CSA (and
DJSI), as well as the impact it's had on corporate sustainability
performance over the past 20 years: The Benchmark that Changed
the World.

e This FAQ document explains the differences in methodology between
the raw CSA scores and S&P DJI ESG Scores, adjusted for the
purposes of index construction.

e This paper describes the philosophy behind the CSA and explains
how the questionnaire is structured and how the raw scores are
calculated: https://portal.csa.spglobal.com/
survey/documents/DJSI _CSA Measuring_Intangibles.pdf.

e This document provides companies with information on the rationale
and intent behind each CSA question: CSA Companion 2020.

e This link provides access to sample CSA questionnaires:
https://www.spglobal.com/esg/csa/csa-resources/sample-

questionnaire.



https://www.spglobal.com/spdji/en/education/article/discover-material-insights-with-sp-dji-esg-data/
https://www.spglobal.com/spdji/en/education/article/discover-material-insights-with-sp-dji-esg-data/
https://www.spglobal.com/spdji/en/education/article/the-benchmark-that-changed-the-world-celebrating-20-years-of-the-dow-jones-sustainability-indices/
https://www.spglobal.com/spdji/en/education/article/the-benchmark-that-changed-the-world-celebrating-20-years-of-the-dow-jones-sustainability-indices/
https://www.spglobal.com/spdji/en/education/article/faq-sp-dji-esg-scores/
https://portal.csa.spglobal.com/survey/documents/DJSI_CSA_Measuring_Intangibles.pdf
https://portal.csa.spglobal.com/survey/documents/DJSI_CSA_Measuring_Intangibles.pdf
https://portal.csa.spglobal.com/survey/documents/SAM_CSA_Companion.pdf
https://www.spglobal.com/esg/csa/csa-resources/sample-questionnaire
https://www.spglobal.com/esg/csa/csa-resources/sample-questionnaire
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Trucost is a leading
environmental analytics
provider that
researches,
standardizes, and
validates hundreds of
environmental
performance metrics.

Trucost analysts
standardize disclosed
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performance data to
best practice
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Trucost engages
annually with all
companies in its
research universe,
providing the
opportunity to verify
their environmental
performance profiles
and provide additional
information.
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Trucost Metrics (for measuring carbon intensity and environmental
footprints of funds)

Trucost, part of S&P Global, is a leading environmental analytics provider
that researches, standardizes, and validates hundreds of environmental
performance metrics—covering themes such as carbon, water, waste, and
pollutants—from over 14,000 of the world’s largest listed companies
(representing approximately 99% of global market capitalization) through its
four-step research process.

1) Research the Environmental Reporting of Companies. Every
year, Trucost analysts research the published environmental
performance information of companies in annual reports, sustainability
reports, websites, and other publicly disclosed sources. Data on more
than 450 environmental issues are collected, encompassing carbon
and other pollution emissions, water dependency, natural resource
efficiency, and waste disposal. To make the best use of company
reporting, Trucost became a CDP Gold Data Partner in 2012,
enabling environmental data provided to the CDP Disclosure
Programs to be incorporated in this step.

2) Standardize Reported Data and Correct Reporting Errors.
Trucost analysts standardize disclosed environmental performance
data to best practice guidelines, including the GHG Protocol
Corporate Accounting and Reporting Standard, GRI Standards, and
SASB, so that it can be compared across companies, regions, and
business activities. To correct reporting errors, vigorous data control
procedures are applied, from sector specialist data reviews to
automated outlier identifications and year-on-year comparisons.

3) Complete Environmental Reporting Gaps. To complete disclosure
gaps in environmental reporting, Trucost supplements its research
with its proprietary economic modeling, founded on environmentally
extended input-output (EEI-O) modeling principles. Trucost’s core
environmental profiling model estimates corporate environmental
impacts across company operations and supply chain tiers, all the
way back to raw material extraction and processing. An additional
benefit of this step is that Trucost analysts are able to assess reported
data against modeled expectations to further identify potential
reporting errors for in-depth checking. There are a wide range of EEI-
O models with many being publicly available, but this can lead to a
trade-off on data quality; see what sets Trucost apart in Appendix II.

4) Engage with Companies to Verify Their Environmental
Performance Profile. Finally, Trucost engages annually with all
companies in its research universe, either by email or letter, providing
the opportunity to verify their environmental performance profiles and
provide additional, as yet unreported, information. Companies are
further welcomed to contact Trucost analysts at any point in their
environmental reporting cycle to provide their most recently available
data.
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APPENDIX I: WHAT IS EEI-O MODELLING?

A traditional input-output (I-O) model is a standard business tool used by economists worldwide,
including the U.S. Bureau of Economic Analysis and the European Economic and Social Committee, to
measure the interdependencies of sectors in an economy. EEI-O modeling extends the traditional I-O
model by applying sector-level environmental emission factors. In its most basic form, the framework
guantifies the economic transactions between industries that both produce goods (outputs) and
consume goods from other industries (inputs) in the process of producing each industry’s own output.
In other words, for a single unit of revenue in a given sector, an I-O model quantifies the amount of
expenditure required in other sectors across its entire supply chain—from raw material sourcing to
company operations. When a traditional 1-O model is extended to include environmental information,
the framework can be used to estimate resource use, land use, pollutants, and other environmental
issues for each sector contained within the underlying model.

Consider the example of the automobile manufacturing industry. In order to produce a single
automobile, input will be required from other industries, including energy, steel production, and tire
manufacturing. In addition, the energy, steel production, and tire manufacturing industries each require
their own input, and so on, throughout the supply chain. A traditional I-O model is able to estimate the
economic transactions that are required to produce a single automobile across the supply chain. When
these economic transactions are extended to include sector-level environmental information, it is also
possible to estimate the environmental impacts and dependencies associated with the production of the
same automobile throughout the supply chain.

INDEX EDUCATION | ESG 5
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APPENDIX II: WHAT SETS TRUCOST’S MODEL APART?
Quality of Data Sources

Trucost applies best-in-class scientific literature to calculate the environmental impacts of different
business activities, including industry “top-down” data from the World Bank and U.S. Environmental
Protection Agency, as well as sector-specific “bottom-up” data from the UN and peer-reviewed
academic studies.

Granularity of Analysis

Many publicly available EEI-O models may cover only a small proportion of business activities.
Trucost’s global model is derived from the U.S. economy, due to its broad economic scope. To further
ensure the model is representative of dispersed company operations, Trucost applies global
environmental factors and expands its scope to cover approximately 500 discrete business activities.

In particular, Trucost splits up high-impact business sectors, such as utilities and agriculture, to account
for variations within the most environmentally significant business sectors.

Regularity of Updates

A frequent criticism of publicly available EEI-O models is that they are out of date. Every year, Trucost
updates its environmental impact data and engages with companies to incorporate the latest disclosed
and non-disclosed environmental performance information.

Scope of Environmental Indicators

Some models only estimate GHG emissions, but Trucost’s approach calculates the environmental
performance of companies across more than 450 environmental indicators.
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GENERAL DISCLAIMER

Copyright © 2020 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR'’S, S&P, S&P 500, S&P 500 LOW VOLATILITY
INDEX, S&P 100, S&P COMPOSITE 1500, S&P MIDCAP 400, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND
ARISTOCRATS, S&P TARGET DATE INDICES, GICS, SPIVA, SPDR and INDEXOLOGY are registered trademarks of Standard & Poor’s
Financial Services LLC, a division of S&P Global (“S&P”). DOW JONES, DJ, DJIA and DOW JONES INDUSTRIAL AVERAGE are registered
trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks together with others have been licensed to S&P Dow
Jones Indices LLC. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC.
This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, S&P, Dow Jones or their respective
affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. Except for certain custom index calculation services, all
information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P
Dow Jones Indices receives compensation in connection with licensing its indices to third parties and providing custom calculation services.
Past performance of an index is not an indication or guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or
other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the
impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a
security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be
investment advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate,
include in model portfolios, evaluate or otherwise address.
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