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Evolution of ESG Reporting

The ripple effect of ESG Reporting are more impactful than many are realizing

Four Data challenges for ESG

ESG reporting is an annual exercise for may

institutions. This is EVOLVING. 1. New Data sources to Integrate

1. External context is evolving - ESG Frameworks

& Regulations are evolving
2. Alignment of multiple Taxonomies

2. Internal needs are evolving - Operational

Ll Sl O L DRI AH I 3. Counterparty data: Inconsistencies and

data gaps

3. The implication is to embed ESG data into
Operational Systems

4. Governance and lineage
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ESG Data Sourcing
why it's hard

ESG data sourcing presents a unigue challenge: the obligation to report to stakeholders (including shareholders) across
multiple jurisdictions, legal entities, business and products using data from multiple sources, in a very short timeframe

Sustainability reporting standards should specify the information that undertakings should disclose on social factors,
including working conditions, social partner involvement, collective bargaining, equality, non-discrimination,
diversity and inclusion, and human rights. Such information should cover the impacts of the undertaking on
people, including workers, and on human health. The information that undertakings disclose about human rights
should include information about forced labour and child labour in their value chains where relevant. Sustainability
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» Obligations & Regulations

reporting requirements concerning forced labour should not free public authorities of their responsibility to address,
through trade policy and diplomatic means, the import of goods produced as a result of human rights abuses,
including forced labour. Undertakings should also be able to report on possible risks and trends regarding
employment and incomes.

\ IRL1.1 [Client Organisation] has comprehensive controls to ensure compliance with non-discrimination, diversity, and inclusion policies.

» Data Requirements — [——

Fund_Average_Income_lInequality_Scope_Value

» Reporting Interpretation

The distribution of income and economic inequality among the participants in a particular  |_ . B — . "
. L 7 income inequality * weight of sovereign position in the fund Calculat
economy including a quantitative indicator = alculation

Data S ina Specificati I pense Management Systems, Travel Management Systems |
> Dala Sourcing speCiiiCaliONs ——— e

+operational considerations

» Data Sourcing Accelerators

» Data Models >
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Current ESG Architecture Models

ESG Reporting & Disclosures solutions can be with, or without, a centralised data hub...

Data Hubs and Warehouses are being abandoned in favour of data flows and data mesh architectures due to “speed-to-
market"” for ESG solutions, with the excuse that the regulations are “optional” and infrequent.
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ESG Hub Data Flow
Data Staging Data Integration & Storage  ESG Data Marts Source Systems & Extracts
o Company Company Water Company Company Water
g Emissions Data Consumption © Emissions Data
5o 5o CSRD
Q b Company Company Power Q T Company Company Power
£ A | Pollutant Data Consumption CSRD £ A | Pollutant Data (& ESRS)
(& ESRS)
ESG Metrics Product Risks & ESG Metrics Product Risks & 7/
PEIE] Benchmarks Data —7 Data Benchmarks Data
Emissions Location Emissions
Data Risk Data Data TCFD
Industry Risks & Climate Risk TCFD Industry Risks &
Benchmarks Data Data Benchmarks Data
= Sentiment Nature = Sentiment
= Analysis Data Risk Data ~N @ < Analysis Data
(O] [C]
£ ® ESG = ESG
W A [ Questionnaires SFDR W A [ Questionnaires SFDR

Data Flows that do not establish a Hub for Analytics, will undermine the ability for organisations to build ESG Risk models
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Evolution of ESG Data Solution

...it's more than just a data model...

There are multiple core components to any current ESG Reporting solution, depending upon the architectural approach
taken. Each has a specific purpose, and whilst many clients are requesting a “data model” the reality is that they are

usually after a series of components: . :
equlatory Requirements

(interpretations)

1B E

4 A
Evidence & Source Data Derivation, Matching & ESG Reporting ESG Disclosures
Data Requirements Metric Calculation Logic Marts (...and Reporting for

Risk Management)
CSRD (& ESRS) calculation logic CSRD &
ESRS)
gzg fgt;a;t; %fxéi?)a/ SSH/A>1x%- > Disclosures & Reports
TCFD Calculation logic TCFD
j SIS+ /*Yy-A > EC@
SFDR Calculation logic Management
Documentary SFDR Dashboards
Evidence
Y /
Risk & Control Framework M@
(incl. assessments) E
Risk & Controls Frameworks Controls Assessments
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Future ESG Solution Options

...Analytics and predictive models play a greater role than historic reporting...

Common data definitions, effective controls & good Data Management are the cornerstone for future, interconnected
Real-Time ESG Decision making...

Required for Model
Build & Analytics

Regulatory Requirements
(interpretations)

==

N Shift to Real Time

Evidence & Source
Data R : ents

Data Extracts & External Data
(e.g. HR, GL, etc.)

Documentary
Evidence

ESG Data Hub

ESG Data Hub

Data Derivation, Matching &
Metric Calculation Logic

+/*%-~>1<$ >

CSRD (& ESRS) calculation logic

<KS+/~A>1%%- >

TCFD Calculation logic

SIKS+/*% -7 >

SFDR Calculation logic

ESG Reporting

Marts

il

CSRD (&
ESRS)

TCFD

SFDR

ESG Disclosures
(...and Reporting for
Risk Management)

Disclosures & Reports

m@
=

Management
Dashboards
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Risk & Controls Frameworks

\
Risk & Control Framework W
(incl. assessments) E ©)

Controls Assessments

Transform to Evidence Based with Continuous Monitoring

N
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Current look at the ESG CDM and observed overlaps across use cases

SFDR* FCA TCFD

75
attributes

217
attributes

- Issuer general data

- Issuer env. and soc. data
- Benchmark data

- Carbon metrics

- Climate Scenario data

- Positional data
CDM total
attributes:
1764 778 attributes

Carbon & Celsius
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Overlap overviews

Use case # att Description
ALL 48 . Fund level carbon metrics
(3%) * Issuer general data
. Issuer carbon data
. Positional data
SFDR/TCFD 75 . Fund level carbon metrics
(5%) * Issuer general data
. Issuer GR and carbon data
. Positional data
SFDR/C&C 514) *  Entity level carbon metrics
(4%) . Fund level carbon metrics
. Issuer carbon data
. Positional data
TCFD/C&C 778 Fund carbon metrics
(34%) . Benchmark carbon metrics

. Benchmark data

* Issuer general data

. Issuer carbon data

. Climate scenario data
. Positional data

*EET exclusive attributes included as part of SFDR
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ESG Common Data Strategy

Must support multiple evolving disclosure requirements in a controlled way

* Xk —— \ /

“TAXONOMY X = e
Technoalfeport sk
e | PCAF

Zoes
E (t'.. Partnership for
Carbon Accounting
inancia

PCAF NetZero ++ Many
SFDR EU Taxonomy TCFD
Templates Templates Fram1work Framework mggieusse

ESG Common Data Model (CDM)
E e EY RCM (Controls)

Aggregated Data

Calculated Data

ESG Semantic
Model

Logical Data
Model

Raw Data

EET (Dictionary)

Third party Data Sources Internal Data Sources
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EY | Building a better working world

About EY
EY exists to build a better working world, helping to create long-term value for
clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries provide
trust through assurance and help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and transactions, EY
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world today.
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legislation are available via ey.com/privacy. EY member firms do not practice law
where prohibited by local laws. For more information about our organization,
please visit ey.com.
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