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ESG Data Challenges and Opportunities
There are a number of emerging forces and challenges re-shaping the future of ESG data management

Technology is not ESG-specific Env!ronmental fr.|en.dly In\{estor
Profiles are steadily increasing
Lack of transparency & visibility into Product based shift to

ESG Data vendors Service based offering

‘Green’ investing is becoming
a standard client ask

Data
Infrastructure is

Rt Unbundling the
becoming siloed

ESG Investment

Management

Plateau Reliance and control of third
parties is increasing

Impact of Political
Environment is crucial

Risk, Compliance and Emergence of non-Traditional ESG
Surveillance Focus Players changes the game

Regulatory focus on ESG is @ @ Distribution Channels are becoming

steadily increasing, but also more complex
fragmented
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ESG Fund Management

Challenges and risks facing Investment management in implementing ESG strategies

Different
standards in ESG
reporting

Challenges

Cost of developing
proprietary ESG
ratings
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Lack of
transparency in
reported data

Different
methodologies of
ESG ratings from

3" party data
providers

Greenwashing

Conflicts of
Interest

Misallocation

Product mis-selling
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ESMA

Proposed regulatory framework for ESG Ratings and assessment tools

Definition

* Common legal definition

* Broad approach to future proof the
regulatory framework

* Consistency with other areas of EU Capital
markets and sustainable finance

Register and Supervised

* Gate keepers of ESG ratings and
assessments are subject to a common core
of organisational, conflict of interest and
transparency requirements
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Product Requirements

Stringent to ensure ESG ratings and
assessments are based up to date, reliable
and transparent data sources and
developed using robust methodologies

Scale

Larger organisations subject to full suite of
organisational and conflict of interest
requirements

Smaller entities should be eligible for
exemptions
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SFDR Technical Standard
Requirements



SFDR Technical Standard Requirements

What's new and the complexity of the sustainability indicators?

Deloitte Ireland LLP

Indicators

Additional Indicators

Change from 32 to 14
mandatory indicators

2 additional indicators for
investment in sovereigns and
supranationals

2 additional indictors for
investment in real estate

At least one additional indicator from
Table 2 which is focused on climate and
other environmental

At least one additional indicators from
Table 3 which is focused on social,
employee, human rights, anti-corruption
or anti-bribery

Principal

Adverse Impact
Statement

Complexity

* GHG Intensity — Includes Scope 1, 2 and 3
emissions. Most companies not reporting
on Scope 3 emissions

* Unadjusted Gender pay gap — Information
is not published on the gender pay gap for
most organisations unless it is equal.

* Exposure to companies active in the fossil
fuel sector — Combining all revenues from
activities in the supply change. Different
method used by organisations.

Reporting

* Calculated at least 4 times a year i.e.
Mar, June, Sep and Dec to get a
representative level of principal adverse
impacts for the period

* Disclosed on an annual basis in periodic
reports
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Sustainability Risk
How boards should respond to emerging supervisory expectations

Areas boards should consider Integrating sustainability and climate risk

- Key climate risks - Climate Scenario Analysis - Are companies performing scenario

testing to understand the potential future impact
» Physical risk — one off events like natural disasters could impact

the valuation risk in a portfolio e.g. companies near flood plains + Risk framework - Sustainability and climate risks are appropriately

documented and procedures put in place to monitor the impact
« Transition risk — this is the risk of transitioning to a low carbon
economy which brings new risks like technology risk, reputational
risk and market risk -
Deloitte. REGULATORY
+ Liability risk — Investors and stakeholder could challenge asset STRATEGY
managers on inadequate disclosures or instances of greenwashing EMEA
exposing the firm to liability risk

+ Governance and Culture - Does the organisation have a tone from the
top in relation to sustainability and climate risk

- Strategy and business model - how does climate risk impact existing
strategies

+ Conduct disclosure and risk of Greenwashing - Are the disclosures
appropriate to inform investors

Climate risk and asset

« Asset transition risk - consideration for certain industries and

companies that could be stranded in the near future management

How boards should
respond to emerging

+ Stewardship - Considering FRC UK Stewardship code and principles ) i
supervisory expectations

Read more - climate risk and asset management
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https://www2.deloitte.com/content/dam/Deloitte/uk/Documents/financial-services/deloitte-uk-climate-risk-and-asset-management-2021.pdf
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ESG Datalab

Please click the link below to the access the video

https://www?2.deloitte.com/ie/en/pages/sustainablity/solutions/esg-data-lab.html
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ESG Data Lab
Value proposition

Diverging environmental, social and governance (“ESG”) data, multiplication of data suppliers, black-box indicators, time-consuming and manual data
treatments, etc.: integrating ESG into asset management strategy and practices is a major challenge for investment professionals.

In order to scale ESG integration, ESG Data Lab is the technology and advisory solution for a comprehensive, robust, transparent and adaptable
implementation of ESG information into investment decisions for asset managers, insurers and pension funds.

Portfolios I
External DB | —T> *
Manual inputs |

* Advisory on strategy, models, data management and governance

* Data collection from multiple data sources (structured and unstructured)
» User-friendly interface/tools for portfolio manager and SRI/ESG analysts

* Configuration, customized models, simulation and real-time analysis

* Scalable for advanced analytics, Al, system interface (APIs), etc.
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Tableau - V6.9 2020-02-27 15-59-01.mp4

ESG Data Lab
Use case

Set-up: client ESG proprietary model, five data sources (2 ESG ratings, carbon data provider, portfolios and legal entity tree table)

Security analysis Portfolio analysis Real-time simulation

Analysis of company environmental and social Analysis of portfolio performance against index, Simulation of portfolios in order to monitor ESG
performance — based on proprietary ESG criteria model — identification of securities and ESG topics weak points and  performance against defined threshold, index performance
against industry benchmark strengths and/or indicators targets

{al ESG Scoring Portefeuille Asset Management

{al ESG Scoring Issuer Asset Management

£l scolann ith Deseription del'outil
Cum haec taliaque sollicitas eius aures averberarent 2 2= a
‘expositas semper eius modi rumoribus et patentes, varia a.. o . t S_— Actions

B2C Worid

Score ESG

Additional features implemented include also : * qualitative analysis
* multi-model (corporates, Fls, sovereign, thematic funds, etc.)

* screening against client specific sectoral policies (such as coal exclusion)
e controversies analysis
* carbon footprint targets, 2°C alignment monitoring or climate risks heatmaps

* data quality and consensus analysis
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Tableau - V6.9 2020-02-27 16-02-06.mp4

Round Table Discussion
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WorldClimate

Our Commitments

Net Zero by 2030

Operating Green

Empowering
Individuals

Engaging
ecosystems
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Deloitte Ireland Impact 2020

Our Society and Planet Impact - Read more in our impact report

Reduce energy emissions
(Scope 1&2) by

1 O% per FTE

-35% reduction against
FY13 baseline

0,500

futures impacted
through WorldClass
volunteering

Over

1,000

people taking part
on Impact Day 2019

-9% reduction against
FY13 baseline

13,400 teGmmney

1 1 ,200 volunteering hours

Reduce emissions from
paper consumption by

1 OO
1 ,400 skilled hours A) per FTE
-57% reduction
800 pro-bono against FY13 baseline

Reduce water by FY13 baseline
as
1 O% per FTE j '

Reduce emissions
from waste by

1 0% perere

-75% reduction against

Reduce emissions
from travel by

1 O% per FTE

-9% reduction against A ]

FY13 baseline

=
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https://www2.deloitte.com/ie/en/pages/impact-report-2020.html

How can Deloitte Help?

We have designed a framework to support sustainability risk integration and the provision of assurance over your ESG disclosures that

can support boards of directors, audit committees and management in their journey
towards compliance with SFDR disclosure requirements or other ESG frameworks.

Benchmarking and gap analysis

What is it:

Independent benchmarking of your current
disclosures against recommendations and/or
identifying gaps in your disclosures, processes
or controls and reporting privately to
management and those charged with
governance.

What is it used for:

Benchmarking and gap analysis provides the
basis of a roadmap to ESG disclosures.

Deloitte Ireland LLP

Designing and Implementing ESG Frameworks

What is it:

Designing and implementing a policy and risk
management framework that captures
processes, controls and reporting privately to
management and those charged with
governance on the ESG integration.

What is it used for:
Policy and framework can be used to monitor
ESG for all investment products.

Assurance over selected ESG metrics

What is it:

Private or public independent ISAE 3000
assurance over your ESG disclosures and
metrics.

What is it used for:

Assurance over ESG disclosures and metrics
can be a useful starting point on a path to
SFDR disclosure compliance or provide
investors with confidence you have integrated
sustainability risk in investment decisions.
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Deloitte

At Deloitte, we make an impact that matters for our clients, our people, our profession, and in the wider society by delivering the solutions and insights they need to
address their most complex business challenges. As the largest global professional services and consulting network, with over 312,000 professionals in more than
150 countries, we bring world-class capabilities and high-quality services to our clients. In Ireland, Deloitte has over 3,000 people providing audit, tax, consulting, and
corporate finance services to public and private clients spanning multiple industries. Our people have the leadership capabilities, experience and insight to
collaborate with clients so they can move forward with confidence.

This publication has been written in general terms and we recommend that you obtain professional advice before acting or refraining from action on any of the
contents of this publication. Deloitte Ireland LLP accepts no liability for any loss occasioned to any person acting or refraining from action as a result of any material in
this publication.

Deloitte Ireland LLP is a limited liability partnership registered in Northern Ireland with registered number NC1499 and its registered office at 19 Bedford Street, '
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