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Understanding the lifecycle of ESG metrics

Internal
analysts % ‘ '
Tl Corporates Periodic Dqta
(/v Reports* Providers
External ':\ .
consultants o

Asset Owners / |

Asset Managers End Users

Investors need to know which companies are most at risk from climate change, which are best
prepared, and which are taking action

* Often yearly
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The Sustainability Reporting Ecosystem

Information Producers Information Users

Frameworks Data
& Standards* Providers

Software

Analytics End

Reporters Auditors Regulators

Platforms Users

Providers

Reporters collect, Software providers Auditors use Conceptual Data providers Analytics platforms Investors and other Regulators are
validate, setup and disclosure standards as criteria T aggregate provide ratings and stakeholders such as  increasingly
internal controls/ platforms enable against which they information and advanced analysis civil society, interested in
procedures, involve filers to collect and provide external Biledleae make it capabilities communities, senior  sustainability
internal audit, report information assurance, and other topics available through executives, information, with
involve external related services technology tools employees, some moving to
audit, and then Software providers Disclosure customers mandate it in
publish the also help standard Requirements governments and accordance with
information setters to build adire suppliers will standards and some
taxonomies consume the using the information
and information available data and for regulatory
validation pathways analysis purposes

| | I I | | |

Underpins all information

* Framework: A set of principles and guidance for "how" a report is structured;

Standards : Specific, replicable and detailed requirements for "what' should be reported for each topic Source: Value Reporting Foundation, SASB Standards & Other ESG Frameworks
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The Sustainability Reporting Ecosystem
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ESG Standards Comparison

: 3 Private (Independent)
Security-level

Focus Adherence Nature
Intergovernmental effort
Mandatory (Regulators) VS.
Vs. Private (Associations)
Voluntary VS.

! Asset manager/Asset owner
2Product
3 Investee specific, industry-specific, metrics
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Main ESG Standards

Intergovernmental

Private (Associations)

Private (Independent)
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Updates of Relevant ESG Standards
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CFA Institute

Snaning Incicates

COMPARISON: KEY TRANSPARENCY STANDARDS, DATABASES, DDQs, AND REGULATIONS

-"h_:r
Furopean SR ESG Disclosure

SITeNGIN | Weakness PRI Reparting Responsible Operating Principles INREV Sustainabiliny SFDR
asa gﬁl:m nvestment Framework Transparency Code Standards for Investment DOQ Tor Impact Reporting Guideines
product disciosure Investment Products For Hedge Funds Management
standard
Purpose signatory reporting and Avance Investment Advance mvestment AsSISL INVesiors when Standard for impact Advance investment 1} Implement EU poucy /
benchmarking product transparency product ransparency assessing external Investors on the design | product ransparency Sustainable Finance
and comparabiity and comparatdlity hedge fund managers and implementation and comparatlity Action Plan, and 2)
on thedr responsibia of thelr impact afvancea Investment
Investment policies management systems product Uansparency
and practice and comparability
Mathoaology Database Principles & DD DOQ template Principies MsClosUre specications Principles, disclosure
Template disclosure specifications, specifications
examination procedures
Intormation Institubional myestors, Retal mvestmeant Al mvestment managers | Hedge fund managers Assel Owners, Assal Non-listed real estate M nvestment
providers: Investment managers, managers Managers, Development | Investment managers managers
and sefvice providers. | {primanly pooled funds) Finance Institubons
Information Institubional myestors, Retail nvestors Al Insttutional, private Insttutional mvestos Primarity imsututional Primarniy imsututional Allinsttutional, private
CONSUMErs Investment managers, wesalth, and retail Investors Invesiors wesalth, and retail
and service providers Investors Investors
Markel coverage Giobal Europa Global Glomal Giobal Eurnpe f Global EU
Drganization level Drganization level only Baln Product ievel only Organization level only Product level only Balh Baln
ana proauct level
Covesage
Asset class Al ASSUMES INvesSIments A Hedge Funds A Non-listed feal estate A
coverage are primanly equities, vehicles
debi, monetary assels,
and structured funds
ESG /SR Teature Al All Al Unchear Impact only Unclesar Al
Coverage
Strategy and Mot Applicable Slralegy only Slralegy only Slrategy only Strategy only Slrategy and reporting Strategy and reporting
TepOITing coverane {may expand to reporting)

Flgure 4: Comparison of Well-Kknown Regulations and Voluntary Codes
and Standards Relevant to Investment Product Disclosures

© 2021 CFA Institute. All rights reserved.
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CFA Institute Voluntary

Purpose

N
I

When investment products’ ESG approaches are fairly represented and fully disclosed, investors, consultants, advisors, and distributors can better
understand, evaluate, and compare investment products, and the potential for greenwashing diminishes.

“Over time, greenwashing may lead to an erosion of trust in the
investment management industry”

= All types of investment vehicles—including but not limited to pooled funds, exchange-traded funds (ETFs), strategies for separately managed
accounts, limited partnerships, and insurance-based investment products;

= All asset classes—including but not limited to listed equities, fixed income, private equity, private debt, infrastructure, and real estate;

= All ESG approaches—including but not limited to ESG integration, exclusion, screening, best-in-class, thematic, sustainability themed investing, impact
investing, and stewardship;

= Active and passive strategies; and

= All markets.
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General

Sources and Types of ESG Information

Consideration of Financially Material ESG Information
ESG Investment Universe

Screening

Portfolio-Level ESG Targets

Stewardship Activities

Environmental and Social Impact Objectives
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Handbook

Explanation of the provisions and
interpretive guidance. To be issued
on or before 1 May 2022.

InVArtis

Assurance procedures

Provisions that will enable independent
assurance of ESG disclosure statements. To
be issued on or before 1 May 2022.

12



Entity
TASK FORCE on

m CLIMATE-RELATED Mandatory
I ‘ FINANCIAL e
DISCLOSURES (In some jurisdictions)

Implementing the Recommendations

ol The Task Force has not modified its
Lt il four overarching recommendations
on Governance, Strategy, Risk
Management, and Metrics & Targets.

However, it has updated the
guidance for all sectors and clarified
details for the Strategy and Metrics &
Targets sections.

Thi document updates and supersedes the 2017 Annex “Implementing the
'Recommendations of the Task Force on Climate-related Financial Disclosures”
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Mandatory
FINANCIAL
DISCLOSURES

TASK FORCE on
I m CLIMATE-RELATED

(In some jurisdictions)

Number of TCFD Supporters

2,616
$194tn
118tn
513 $100tn v
2018 2019 2020 2021 2018 2019 2020 2021
M Financial Institutions B Other Supporters B Financial Company Assets

i n A rllli s Source: TCFD, 2021 Status Report

14



TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Continued Growth in Support

B Countries/jurisdictions with TCFD supporters [l Jurisdictions with announcements of TCFD-aligned
reporting requirements

InVArtis

Mandatory

(In some jurisdictions)

2,600+

TCFD Supporters Globally

8

TCFD-Aligned Official
Reporting Requirements

@ Brazil @ New Zealand
@ European Union Singapore

@ Hong Kong @ Switzerland

(@) Japan United Kingdom

Source: TCFD, 2021 Status Report
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Consolidation Trend of ESG Standards

B FRS

ABOUT US  AROUND THE WORLD  ISSUED STANDARDS  APPLYING THE STANDARDS  PROJECTS  NEWS AND EVENTS

Home > News and events > News > IFRS Foundation announces ISSB, consolidation with CDSB and VRF, & prototype publication

FRS Foundation announces International
Sustainability Standards Board, consolidation with
CDSB and VRF, and publication of prototype
disclosure requirements

InVArtis

SERVICES
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Bringing different perspectives together — Shaping the ISSB and IFRS Sustainability Disclosure Standards

World
Economic
Forum

WEF: ‘a core
set of common
metrics and
disclosures on
non-financial
factors’

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’

— Sustainability SASB contributes ‘a complete
. Accounting setof globally applicable
Reporting Standards industry standards’
Foundation == Board

Value

| |
| |
I |
e | egrtea T e
| |
| |
| |
| |

SASRB and <IR> Reporting providers of financial capital to
. Framework enable a more efficient and
productive allocation of capital’

Climate Disclosure CDSB contributes ‘climate change related

Standards Board information of value to investors in
mainstream financial reports’

e o e e e e e Ee e Ee e o Ee e mw e e o ol

International
IFRS Sustainability

Foundation Standards Board
(ISSB)

Erkki Liikanen, Chair of the IFRS Foundation Trustees, indicated at COP26 that he expects new global standards in
the market in the second part of 2022.

InVArtis

Source: KPMG, New Sustainability Standards Board
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Sustainability Accounting Standards Board (SASB)

Voluntary

Summary

The Sustainability Accounting Standards Board (SASB) is a non-profit organization, founded in 2011 by Jean Rogers to develop sustainability accounting
standards. SASB issues sustainability accounting standards to help public companies disclose material and decision-useful ESG information to investors in
their mandatory filings, based on their industry, in line with the notion that under existing regulation, material information should be disclosed. SASB
currently offers 77 different industry-specific standards. The number of companies that use its industry-specific standards is expected to roughly double to
300 by next year.

The Sustainability Accounting Standards Board (SASB) and the International Integrated Reporting Council (IIRC) merged into one organization in mid-2021
with the aim of offering investors and companies a comprehensive corporate reporting framework to drive global sustainability performance. The newly
formed Value Reporting Foundation, to be headquartered in London and San Francisco, will advance initiatives by SASB, the IIRC, the CDP charity, the
Climate Disclosure Standards Board (CDSB) and the Global Reporting Initiative (GRI) to work toward a comprehensive corporate reporting system.

Sources

SASB Materiality Map-
https://materiality.sasb.org/

SASB’s 77 Industry Standards and the SASB Standards Application Guidance-

https://www.sasb.org/standards/download/
18



SASB Materiality Map®

SASE's Materiality Map® identifies sustainability issues that are likely to affect the financizl condition or operating performance of comipanies within zn industry. In the lefi-hand column
Categories, which encompass a range of Disclosure Topics and their associated Accounting Metrics thatvary by industry. For example, the General Issue Categony of Customer Welfare ¢
and the Counterfait Drugs topic in the Health Care Distributors industry. For commercial use terms of the SASE Materiality Map™, please contact us.

Voluntary

The SASE Materiality Map® does not contain all guidance necessary for use of the standards. To dovwnload the SASE standards, dick here.

Try the Materiality Finder, a faster way to find your industry’s dizclosure topics and compare industries side-by-side.

Security & Commuodity

AN  CommercalBanks | Consumer Finsce Insurance wesienent Banking &
Exchanges
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Business
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European Union Sustainable Finance

Mandatory BECAEE
Disclosure Regulation (SFDR) '

EU SFDR

Summary

The EU Action Plan on Sustainable Finance, which features a series of interlinking regulations designed to encourage sustainable investing, represents a
major step towards redirecting capital to the sustainable economy. A key part of the plan is the EU Sustainable Finance Disclosure Regulation (EU SFDR),
which came into effect on 10 March 2021. Further regulations are planned, including the EU Taxonomy Regulation, which will establish specific
environmental criteria related to economic activities for investment purposes, and is expected to impact the product classifications set out in the EU
SFDR, from 1 July 2022. An extended environmental taxonomy and a social taxonomy are expected to follow.

The EU SFDR is a regulation that is designed to make it easier for investors to distinguish and compare between the many sustainable investing strategies
that are now available. The EU SFDR aims to help investors by providing more transparency on the degree to which financial products have environmental
and/or social characteristics, invest in sustainable investments or have sustainable objectives. This information is now being presented in a more
standardised way.

Sources

Regulation (Eu) 2019/2088 Of The European Parliament And Of The Council On Sustainability-related Disclosures In The Financial Services Sector-
https://www.cfainstitute.org/-/media/documents/support/ethics/exposure-draft-cfa-institute-esg-disclosure-standards-for-investment-products.ashx

Mapping of CFA’s Standards vs. Europe’s SFDR Requirements-
https://www.cfainstitute.org/-/media/documents/support/ethics/Mapping-of-SFDR-Requirements-to-Exposure-Draft-Provisions.ashx 20



https://www.cfainstitute.org/-/media/documents/support/ethics/exposure-draft-cfa-institute-esg-disclosure-standards-for-investment-products.ashx
https://www.cfainstitute.org/-/media/documents/support/ethics/Mapping-of-SFDR-Requirements-to-Exposure-Draft-Provisions.ashx

Entity

United Nations Principles for Responsible
Investment (PRI)

=PRI

Summary

VO|U nta ry Fund-level

Principles for
Responsible
Investment

The Principles for Responsible Investment (PRI) were developed by an international group of institutional investors reflecting the increasing relevance of
environmental, social and corporate governance issues to investment practices. The process was convened by the United Nations Secretary-General Kofi
Annan in 2005. The PRI partners with the UN Environment Programme Finance Initiative (a collaboration between the UN Environment Programme and
the private financial sector) and the UN Global Compact (a multi-stakeholder leadership initiative). The Principles were launched in April 2006 at the New
York Stock Exchange. Since then the number of signatories has grown from 100 to over 3,000.

The United Nations adopted the Principles for Responsible Investment to encourage investors to implement six sustainable investment principles. Each
signatory must report their responsible investment activities each year using the UNPRI Reporting Framework.

Sources

Guidance documents for Asset Owners, Listed Equities, Fixed Income, Private Markets, and Hedge Funds-
https://www.unpri.org/investment-tools
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Global Real Estate Sustainability Benchmark Voluntary

(GRESB) >

i
d \ 4

4
LA
R ES B

G
Summary

The GRESB reporting standard benchmarks the ESG performance of real assets. Real estate and ESG investors, managers, and the wider industry actively
participate in the development of GRESB Assessments to ensure sustainability performance metrics reflect the issues most material to the industry.

GRESB Assessments are guided by what investors and the industry consider to be material issues in the sustainability performance of real asset

investments, and are aligned with international reporting frameworks, such as GRI, PRI, SASB, DJSI, TCFD recommendations, the Paris Climate Agreement,
UN SDGs, region and country specific disclosure guidelines and regulations.

Sources

GRESB Reports, Analytical Tools, and Services-
https://gresb.com/transition-risk-tool/
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ISO 14097- Standard for Investment, Financing Votontar
and Climate Change

I1SO 14097

Summary

This standard provides a new framework for assessing and reporting investments and financing activities related to climate change, helps financiers assess
and report on their actions, and see the real value of their contribution to climate goals. The framework outlined in the standard specifies the principles,
requirements and guidance needed. It is built around the “theory of change” approach, which aims to define what is needed for a long-term impact.

ISO 14097 covers the effects of investment decisions on GHG emissions trends in the real economy, the compatibility of investment and financing
decisions with low-carbon transition pathways and climate goals, and the risk on financial value for owners of financial assets (e.g. private equities, listed
stocks, bonds, loans) arising from climate goals or climate policies.

Sources

Press Release of the new ISO standard-
https://www.iso.org/news/ref2671.htm|

ISO 14097:2021 Standard-
https://www.iso.org/standard/72433.html
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SFDR Timeline

IE_-:'I First Reference Period
10 Mar 21 = 31 Dec 21

() Second Reference Period (inc. PAI)
1.Jan 22 - 31 Dec 22

Third Reference Period
1.Jan 23 - 31 Dec 23

10 Mar 2021 31 Dec 2021 30 Jun 2023 30 Jun 2024
“Effective Date"” End of first Details of the assessment | Completing
The earliest date you can start reference of principal adverse disclosure with
considering principle adverse period. sustainability impacts for a historical, year-on-
impacts. the first reference period | year, comparison.
with PAL
@ o o— o— OO @ e

30 Jun 2021 31 Dec 2022 31 Dec 2023

Latest date the reference End of second End of third

period must begin, i.e. reference period. reference period.

when you start considering
principal adverse impacts.
(for firms = 500 employees)

More detailed timeline (including UK requirements):
https://www.bloomberg.com/professional/eu-sustainable-finance-regulation/
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https://www.bloomberg.com/professional/eu-sustainable-finance-regulation/

Other Jurisdictions

n Switzerland

o
*x

Singapore

IWI Canada

InVArtis

Swiss public companies, banks and insurance companies with 500 or more employees, more than CHF 20
million in total assets, or CHF 40 million in turnover will be required to report publically on climate issues in
2024 (2023 financial year events) utilizing the TCFD-aligned disclosures.

In December 2020, the Monetary Authority of Singapore (MAS) released its Environmental Risk
Management Guidelines for banks, insurance companies and asset managers. Required disclosure should
be in accordance with well-regarded international reporting frameworks, such as recommendations by the
Financial Stability Board’s TCFD. Regulated asset managers are given 18 months (Q2 2022) to assess and
meet these guidelines.

As investor demand for climate and other environmental, social and governance (ESG) information soars,
the SEC’s created in March an ESG disclosure and compliance task force. A request for public commentary
on expected regulations closed on July 2021. Guidelines are expected by the end of the year.

Similarly, the Canadian Securities Administrators (CSA) has hosted roundtables on ESG-related regulatory
issues in asset management. Montreal was selected to be home to offices of the new International
Sustainability Standards Board (ISSB).

Summary of other relevant jurisdictions:
https://www.spglobal.com/esg/insights/companies-investors-face-new-pressure-from-compulsory-disclosure-of-climate-risk
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Thank you

Contact:

Web: invartis.com

Mail: hello@invartis.com

In Follow us for our latest research & news
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Holistic framework tailored to asset owners’ operating model

Strategic Vision Universal ownership Long-term stakeholder map Contributors and beneficiaries

Governance and Approach

Investment Team Non-Investment Areas

Ongoing monitoring Capacity building

Internal Management

! 1
| 1
] 1
1 1 .
| e P 1 Risk ) ) ) ) )
1 Materiality assessment Sector specific guidance " Compliance & internal audit
1 Research ! Management
: Security valuation 1 Risk measurement & budgeting Escalation guidelines
1
1
! |
] 1
! . . . Proxy voting guidelines ollaborative platforms
1 . Asset allocation Portfolio level guidance : . v e P
| Portfolio ] Stewardship
! Investee engagement
1 Management Portfolio construction Security level guidance :
1
] |
\ 1
[

R ____ . Disclosure Regulators Intl. standards
1 External Mandates :

1 1

1 . . 1

; E——— 1 Operational

: & & : Model Organisational structure Technology infrastructure
1 1




Invartis’ approach to ESG integration

ESG Integration
The explicit and systematic inclusion of ESG factors in investment analysis, decision-making, and operational processes

=  ESG integration is a holistic approach to investment processes, where material factors—ESG factors and traditional
financial factors—are identified and assessed to form an investment decision.

= ESGintegration is NOT
=  Establishing investment prohibitions in certain sectors, countries, and companies
= Sacrificing portfolio returns to perform ESG integration techniques
= Allowing immaterial ESG factors to affect investment decisions and ignoring traditional financial factors
= A mandate to implement major changes to your investment process

= |mmaterial ESG issues should not affect investment decisions nor hinder operations

=  Only if traditional financial and ESG factors are analyzed and found to be material, an assessment of their
impact should be carried out and incorporated into the investment process

InVArtis
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Evolving purpose of asset owners - responsible, sustainable and impactful

The Spectrum of Capital

@ @ %) O

Approach Traditional Responsible Sustainable Impact Investing Philanthropy
‘Finance first” < » ‘Impact first’
Siece Accept lower Accept partial Accept
Accept competitive risk-adjusted Finance Returns risk-adjusted capital full loss
Goals el UG preservation of capital

Avoid harm and mitigate ESG risks
Mitigate or reduce negative outcomes for the people and the planet

Benefit stakeholders

s Coels Generate positive outcomes for the people or the planet
Contribute to solutions
Generate positive outcomes for the otherwise underserved people or the planet
“ .-, “l want businesses “I want to help
“| am aware of re\sl\;/aaonnsigl\/”e ave to have positive tackle climate
hange”
2 potential negative SHEEBE e change
Intentions world, and help

impact, but do not “I have regulatory
try to mitigate it” requirements to
meet”

sustain long-term
financial
performance”

“I want to help
tackle the education
gap”

‘ , Source: Impact Management Project and
The ‘Impact Econom
P Y Bridges Fund Management




