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Positive screening/best-in—class

Negative/exclusionary screening

Norm-based screening

Sustainability thematic

Impact Investing

Corporate engagement and shareholder action

Engagement across
our five priorities*

Board quality and effectiveness

Engagement
by theme*

@ Americas APAC @ EMEA

Strategy, purpose and financial resilience

Incentives aligned with value creation

Climate and natural capital

Company impacts on people
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governance and business ethics practices have on investors.

All companies are assessed on all Governance Key Issues,

including Ownership & Control, Board, Pay, Accounting,

Business Ethics, and Tax Transparency.
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Percentage of Companies in FTSE 100 with at least one ESG
measure in the following incentive

40%%

0%

Data is based on disclosures released in 2020 (see page 15), and we expect a
greater number of companies to include ESG measures in their 2021
disclosures.

® FTSE 100 7|® 45% ESG d4E dG%T &

ssmmenwee

W Soth [0 LTIPonly W Asnual bonus only

In Annual Banus

InLTIF

ofl ¥t¥9(2020 7|&, PWCQ)

5%

of FTSE 100 companies now have an ESG
measure in executive pay

ESG performance measures are
rapidly increasing in prevalence,
with nearly half the FTSE 100
having some form of ESG
measure or underpin

ESG measures are most common
in the bonus, where 37% of
companies have a measure

19%% companies have an ESG
measure in their LTIP

(T %)
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ESG TJk: AIBXIS, YHOIE J1& XS

How Artificial Intelligence is
Reshaping ESG Ratings

Some of the biggest global investors including Japan's Government

Pension Investment Fund are using computer algorithms to gain deeper
insights into the ESG effectiveness of companies they invest in.

e Asset managers are using Al-based ESG ratings to make investment
decisions

e Advantages of using Al include daily updates and deeper insights
including sentiment analysis

e RepRisk, Truvalue Labs and Arabesque S-Ray are three of the leaders in
Al-based ratings
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What is materiality in ESG? A

Materiality, in the context of environmental, social, and corporate governance (ESG), refers
to the effectiveness and financial significance of a specific measure as part of a
company's overall ESG analysis. Material factors are financial elements deemed
fundamental to the long-term success of a company's ESG strategy.

vVvinaldl IS Imiatterialily inn ocAAoo -«

A Note on SASB Terminology

Financial materiality: SASB's approach to materiality is
based on a traditional, financially oriented definition that is
well-accepted globally: imforrmation that is reasonably
likkely to be important to investors im making investment
decisions.

What does MNPI mean in compliance? ~

MNPI refers to material non-public information. Material non-public information is
information that has not been made public, but which could have an impact on the price of
securities. The non-public information must be significant enough to change a company's
share price.
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Shareholders/

NPOs/NGOs ﬁﬁ Stakeholders @ Suppliers

v,
Governmen tsand ||| Employees
Public Bodies
A
11 A
Local Communities

What s the difierence between GICS and sics? A

The Standard Industrial Classication (SIC) codes are an older classificafion system hatis
sed by the Securty and Exchange Commission. SIC codes can be searched here. Global
Industry Classification Standard (GICS) is a system designed for the needs of the
Investment community. 2231 10
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