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Introducing ECOFACT

ECOFACT AG was founded in 1998 as a spin-off from an international bank. It is a fully independent,
privately held company.

We work primarily for banks, insurers, institutional investors, and international standard-setters.

Due Diligence Research Products
We assist our clients in designing - The Policy Outlook covers regulatory
processes and conducting due diligence. change pertaining to ESG and

corporate responsibility issues.
We provide solutions for

> policy development, environmental and social risk.

- portfolio screening,
- individual risk assessment, and
- engagement services.
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Sustainable Finance Framework

1 2
Improve risk Benefit from
management. emerging

market
Mitigate opportunities.
material risk +
avoid adverse Help shape
Impacts. new markets.

3

Create positive
impact.
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Ausgangslage

1. Finanzinstitute sollen zur Losung von Nachhaltigkeitsproblemen beitragen.
Risikoprozesse sollen ausgebaut werden.
Die Herausforderung: Umwelt und Menschenrechtsrisiken sind haufig nicht finanziell
materiell; dies bedingt ein Bekenntnis der Unternehmensleitung.
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Die Herausforderung: Umwelt und Menschenrechtsrisiken sind haufig nicht finanziell
materiell; dies bedingt ein Bekenntnis der Unternehmensleitung.

2. Finanzinstitute sollen von neuen nachhaltigen Finanzprodukten profitieren - und auch
so zur Lésung von Nachhaltigkeitsproblemen beitragen.
Die Herausforderung: Setzt den Willen der Geschaftsleitung voraus, neue Markte
mitzugestalten.
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Finanzinstitute sollen zur Losung von Nachhaltigkeitsproblemen beitragen.
Risikoprozesse sollen ausgebaut werden.

Die Herausforderung: Umwelt und Menschenrechtsrisiken sind haufig nicht finanziell
materiell; dies bedingt ein Bekenntnis der Unternehmensleitung.

Finanzinstitute sollen von neuen nachhaltigen Finanzprodukten profitieren - und auch
so zur Lésung von Nachhaltigkeitsproblemen beitragen.

Die Herausforderung: Setzt den Willen der Geschaftsleitung voraus, neue Markte
mitzugestalten.

Regulatorische Erwartungen nehmen vermehrt die Geschaftsleitung bei
Nachhaltigkeitsfragen in die Verantwortung.

Die Herausforderung: Der Geschaftsleitung fehlt es oft am notwendigen Wissen und
Interesse - andere Probleme sind haufig drangender.
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

Trending ESG topics Why do we think it matters?

of interest to financial

institutions

. Regulators around the world are recognizing the materiality of

Climate Change climate change issues to financial institutions, as well as the
systemic nature of climate-related risks and impacts on the
stability of the financial sector. Unlike reporting frameworks for
other sustainability issues, climate-related reporting has been
standardized to a certain extent due to international efforts, like

Read more ->

those championed by the Financial Stability Board and the G20.
Conflict Minerals The term traditionally refers to tin, tantalum, tungsten,
ores, mineral derivatives, and gold sourced from conflict-
affected and high-risk areas. With increasingly complex
supply chains, regulations across jurisdictions are providing

Read more - | guidance on responsible mineral sourcing.
::;::::’:zmal Regulations in several countries prohibit the financing of
controversial weapons as defined by international conventions.
The implementation of such norms has been challenging as they
usuzlly fail to give clear guidance on how to comply with them.
Read more ->

Bindingness 1 ECOFACT Rating 2

Increase/decrease/difference between the
Policy Outlook June and January reports

7 D

@D
=)
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

Regulators are increasingly requesting that financial
institutions disclose non-financial information. There
are a wide variety of ways for institutions to report on
environmental, social, and governance (ESG) issues. It is . . . ‘
suggested that to manage liabilifies, institutions should keep
a consistent approach towards what they consider material in
financial and non-financial disclosure.

Disclosure of Non-
Financial Information

Read more -->

DEC
Due Diligence Regulators and civil society have increasingly pushed for / \
more transparency and process-based operations to reduce
potential negative social and environmental impacts related 0000
to corporate activities. Various corporate due diligence
D

Read more =» | regulations are attempting to address this development.

Fiduciary Duty

EC
There is a growing perception among stakeholders, including / \
policy makers and regulators across several jurisdictions, that N
the integration of ESG issues into investment processes is . . ‘
part of investors' fiduciary duty.
Read more -> DEC

Equality between men and women in the workplace has been

Gender Equality an issue receiving regulatory attention for a while. Lately, at
the policy formulation level, there has been a more inclusive
outlook on gender equality in the workplace. There is movement . . . {
towards the inclusion of other vulnerable groups, particularly
members of the lesbian, gay, bisexual, transgender/transsexual,
Read more >

intersex, and queer/questioning (LGBTIQ) community.
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

Sustainable Finance There is global acknowledgement that the integration of ESG
factors into investment and other financial decisions is crucial
to the long-term stability of the financial market, achievement
of the United Nations Sustainable Development Goals, and
Read more - | the transition to a low-carbon economy.

7/

DEC  JUN

. . . ST T

et

! This graphic shows the likelihood of a regulatory initiative (on a particular topic) to be binding.

2 ECOFACT Rating is informed by our expertise as consultants to the financial sector. It is an amalgamation of: 1) the frequency of regulatory developments as

reported in Policy Outlook; and 2) the likelihood of risk (reputational and lizhility) to financial institutions if they fail to adopt applicable regulations.

@ indicates a topic with low urgency | @@ @ @@ is a topic highly pressing in nature.

ECOFACT Policy Outlook Report ISSUE 3 July 2018
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Neue Anforderungen an die Due Diligence

Nachhaltigkeits-
probleme
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"Responsible Business Conduct" verlangt nach neuer Risikodefinition.

Traditional E&S risk management:
Identifying E&S risk the client
and eventually the bank

is exposed to.

E&S issues may lead to
reputational, financial

or compliance risk for
the bank's clients...

... and eventually for
the bank.

Clients may cause,
contribute to, or be
linked to actual or

potential adverse RBC

impacts.

Banks may contribute to,
or be linked to actual or
potential adverse RBC
impacts through their

Due diligence for RBC: client relationships.

Identifying actual or potential
adverse impacts on people,
the environment and society.

. “
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

A business’s responsibility is to "make as
much money as possible while conforming
to the basic rules of society, both those
embodied in law and those embodied in
ethical custom."

Milton Friedman (1970)

"... businesses have a responsibility to avoid
and address the adverse impacts of their
operations."

Roel Nieuwenkamp
Chair of the OECD Working Party on
Responsible Business Conduct

The leaders of the G7 "urge private-sector
implementation of human rights due
diligence."

G-7 Leaders' Declaration

Schloss Elmau, Germany
June 8, 2015

The European Union defines CSR as
"the responsibility of enterprises for their
impacts on society."

EU COM(2011) 681 final
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

Corporate Governance Principles and Recommendations, ASX Corporate Governance Council
Principle 3: Act ethically and responsibly

A listed entity should act ethically and responsibly.

Commentary: A listed entity’s reputation is one of its most valuable assets and, if damaged, can be one of the
most difficult to restore. Investors and other stakeholders expect listed entities to act ethically and
responsibly. Anything less is likely to destroy value over the longer term.

Acting ethically and responsibly goes well beyond mere compliance with legal obligations and involves acting
with honesty, integrity and in a manner that is consistent with the reasonable expectations of investors and
the broader community. It includes being, and being seen to be, a “good corporate citizen”, for example, by:

respecting the human rights of its employees (for instance, by not employing forced or compulsory labour
or young children even where that may be legally permitted);

creating a safe and non-discriminatory workplace;

dealing honestly and fairly with suppliers and customers;

acting responsibly towards the environment; and

only dealing with business partners who demonstrate similar ethical and responsible business practices.
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Rechtliche Veranderungen bringen neue Erwartungen mit sich

G20/0OECD-Grundsatze der Corporate Governance:
V. Offenlegung und Transparenz

e Die Unternehmen werden dazu angehalten, neben ihren Geschaftszielen auch ihre Politik und ihre
Leistung im Hinblick auf Geschaftsethik, Umweltbelange und - soweit dies als wesentlich fir das
Unternehmen zu betrachten ist - soziale Belange, Menschenrechte sowie andere gesellschaftliche
Verpflichtungen darzulegen.
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Was wird nun von der Geschaftsleitung erwartet?

G20/0OECD-Grundsatze der Corporate Governance:
VI. Pflichten des Board (Aufsichtsorgan)

o Die Beaufsichtigung des Risikomanagementsystems und der Systeme, die gewahrleisten sollen, dass
das Unternehmen die geltenden Gesetze beachtet, namentlich in den Bereichen Steuern, Wettbewerb,
Arbeit, Umwelt, Chancengleichheit, Gesundheit und [Arbeits-]Sicherheit.

e DarUber hinaus wird vom Board erwartet, dass er den Interessen anderer Unternehmensbeteiligter, wie
Beschaftigten, Glaubigern, Kunden und Zulieferern sowie ortlichen Gebietskdrperschaften, geblihrend
Rechnung tragt und sie bei seinen Entscheidungen angemessen berUcksichtigt. Auch die Einhaltung von
Umwelt- und Sozialstandards ist diesbezlglich von Bedeutung.

e Dem Board kommt eine entscheidende Rolle in Bezug auf die ethische Grundeinstellung des
Unternehmens zu (...) [Englisch: " setting the ethical tone of a company "].

o Den Unternehmen wird ferner angeraten, interne Kontrollmechanismen, Ethikregeln und Compliance-
Programme bzw. Mal3nahmen zur Férderung der Einhaltung der geltenden Gesetze, Regelungen und
Standards (...) einzufUhren und deren Wirksamkeit zu gewahrleisten. (...) Zudem muss sich [die
Compliance-Kontrolle] moglicherweise auf Gesetze in den Bereichen Steuerrecht, Menschenrechte,
Umweltschutz, Betrug und Geldwasche erstrecken.
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