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COMMERCIAL BANKS
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Commercial Banks
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

Commercial banks accept deposits and make loans to individuals and corporations as well as engage in lending for

infrastructure, real estate, and other projects. By providing these services, the industry serves an essential role in the

functioning of the U.S. and global economies and in facilitating the transfer of financial resources to their most

productive capacity. The industry is driven by the volume of deposits, quality of loans made, the economic

environment, and interest rates. It is further characterized by risk from mismatched assets and liabilities. Following the

financial crisis of 2008, the requlatory environment that governs the commercial banking industry continues to evolve.

These regulatory trends have the potential to impact shareholder value and sustainability performance. Commercial

banks with global operations must manage new regulations in multiple jurisdictions, creating requlatory uncertainty,

particularly around consistent application of new rules.

Note: The SASB Commercial Banks (FNO101) Standard addresses “pure play” commercial banking services, which the_
SASB recognizes may not include all the activities of integrated financial institutions, such as investment banking &
brokerage services, mortgage finance, consumer finance, asset management & custody services, and insurance.

Separate SASB accounting standards are available that address the sustainability issues for activities in those industries.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
5 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings

1. Industry-Level Sustainability Topics

For the Commercial Banks industry, the SASB has identified the following sustainability disclosure topics:

o CystermerPrivaey-&Data Security ¢ Management of the Legal & Regulatory
e Financial Inclusion & Capacity Building Environment
e Integration of Environmental, Social, and * Systemic Risk Management

Governance Risk-Factors in Credit Risk Analysis
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e  Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'®

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

(1) Number and (2) value of checking and savings
accounts by segment: (a) personal and (b) small business

Quantitative Number, U.S. dollars (S) TA02-12-A

(1) Number and (2) value of loans by segment: (a)
personal, (b) small business, and (c) corporatel?

Quantitative Number, U.S. dollars (S) TA02-12-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?°

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
'° Note to TA02-12-B—Mortgage loans as well as revolving credit loans shall be excluded from the scope of disclosure.
20 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
Custome 'u.asy & Number of data security breachesand, Quantitative Number-4t)- TA02-05-01
Data Security percentage involving customers’ personally percentage, ENO101-06
identifiable information_(PIl), number of Percentage (%)
customers affected?!
Discussion of management approach to Discussion n/a TA02-04-01
identifying and addressing whrerabilitiesand- and Analysis ENO101-07
threatste-data security risks
ri"f"‘fial 2 Number of no-cost retail checking accounts Quantitative NumberPercen TA02-01-01
nclusion - -
rovided to previousl! banked 9
Capacity p p y unbanked or Lo ENO101-07
o underbanked customersPercentage-ofnew-
Building - -
accounts-held-by first-time-account-holders
p ¢ . : : L p (%) ENG101 02
segments &)
Number of participants in financial literacy Quantitative Number-(H) FN0101-03
initiatives for unbanked, underbanked, or
underserved customers??
Looatodesesitmtiefor Quantitative Number, U.S. TA02-02-01
{3} Overal-domesticlending- dollars (S)Ratie- FENO101-04
. § I U.S_d'e'“'a‘Fs'.
(2) Yedemseredand-uadarbanledbusiness ©)
SOERERES
(1) Number and (2) amount of loans
outstanding qualified to programs designed to
promote small business and community
development23
Loan-defaultratesfor: Quantitative Number, U.S. TA02-03-01
{4)-Overall- domesticlending dollars (S)Rate-  £Ng1ga oS
i I U.S. de a 5
{2} Underservedandunderbanked-business ©)
segments
(1) Number and (2) amount of past due and
nonaccrual loans qualified to programs
designed to promote small business and
community development
Inte.gration of FotaHoansto-companiesinthefollowing Quantitative U.S. dollars (S) TA02-11-01
Environmental, sectorstindustries: Energy/OH&Gas,-
Social, and Materials/Basi H. ) L FNGIOI8
Governance o ! !
Risk-Factors in Utilities
Credit Risk Commercial and industrial credit exposure by
Analysis industry

21 Note to FNO161-06—TA02-05-01—Disclosure shall include a description of corrective actions- implemented in response to data security

breaches.

22 Note to FN0101-03 — Disclosure shall include a description of financial literacy initiatives.

2 Note to TA02-02-01—Disclosure shall include a description of how the registrant’s results of the CRA Examinations are integrated into its
financial inclusion and capacity building strategy.
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TOPIC

Management of
the Legal &
Regulatory
Environment

ACCOUNTING METRIC CATEGORY
Discussion of how environmental, social, and Discussion
governance (ESG) factors are integrated into and Analysis

the lending process

Discussion of credit risk to the loan portfolio Discussion
presented by climate change, natural resource and Analysis
constraints, human rights concerns, or other

broad sustainability trends

Amountoflegalandregulatory finesand- Quantitative
. | with i .
. :
whistleblowing actions?
Total amount of losses as a result of legal
proceedings associated with fraud, anti-trust,
anti-competitive, market manipulation,
malpractice or other industry regulations2s

Description of the whistleblower policies and QuantitativeD
procedures iscussion and
Numberofinguiries,complaints,-orissues Analysis

. . £,
system-and-percentage that were-
substantiated=®

UNIT OF

MEASURE CODE
n/a FN0101-15
n/a FN0101-16

U.S. dollars {S)- TA02-06-01

pereentage- FNO101-08
£563(8)

Nurmber () TA02-06-02
pereentage- FNO101-09
{%6)n/a

2 Note to TA02-06-01—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

26_Note
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TOPIC

Systemic Risk
Management

ACCOUNTING METRIC

Discussion of how results of mandatory
and voluntary stress tests are integrated
into capital adequacy planning, long-term
corporate strategy, and other business
activitiesResultsof stresstasts under

. ios 2 .

Global Systemically Important Bank (G-SIB)

score by category?8BaseH-Liguidity-Coverage
Patbe--eh

; . e it

Level 3-assets{d} totalvalueand {2} percentage
of totalassets

28 Note to TA02-09-01—The registrant shall describe whether the G-SIB score is calculated by the registrant or obtained from the regulatory

CATEGORY

Discussion

and

AnalysisQuant

Hative

Quantitative@

UNIT OF

MEASURE

Basis

uahtitative

. s

pointsRatie-n-

CODE

TA02-08-01
ENO101-10

TA02-09-01

ENO1O1-11

ENO1O1-12

authorities and whether the registrant is required to report the underlying data to the regulators.
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Customer-Privacy-&-Data Security

Description

Ensuring the privacy and data security of personal financial data is an essential responsibility of the eemmereiat-
banksCommercial Banks industry. Companies that fail to manage performance in this area are susceptible to
decreased revenue and consumer confidence. Further, although many states have passed laws requiring businesses to
notify authorities in the event of a security breach, the current absence of federal standards has led to increased costs
as companies are required to comply with a patchwork of state laws. Erhanced-disclosure-en-the-numberand-nature-
ofsecurty-breachesandAs growth in mobile banking and cloud storage continues and more of banks’ operations
become technology- and internet-dependent, data security will be an increasingly important issue to manage.

Sophisticated technology and continuous training of personnel are essential in a world of growing cyber security

threats. The metrics for this disclosure topic focus on providing more detail on efforts related to safequarding data

against emerging and continuously evolving cyber-security threats and technologies, and actual security breaches

compromising customer’s personally identifiable information. Enhanced disclosure on management strategies to
address these risks will allow shareholders to understand how commercial banks are protecting shareholder value.

Accounting Metrics

FNO101-06-TA02-05-01. Number of data security breaches—and, percentage involving customers’ personally
identifiable information_(PIl), number of customers affected

.01 The registrant shall calculate and disclose the total number of data security breaches;—whieh_identified during the

fiscal year, where:

e Data security breaches are defined as instances of internal and/or external unauthorized acquisition,
access, use, or disclosure of pretectedcustomer information.

e The scope of disclosure shall be limited to data security breaches—eybersecurity-risks,—and-ineidents

that resulted in the registrant’s business processes deviating from its expected outcomes for

confidentiality;_and integrity—and-avattability.

-04.02 Disclosure shall be additional but ret-belirrited-to,the-U-S—Seeurity-and-Exchange-Commission’s
(SES)complementary to the SEC's CF Disclosure Guidance: Topic No. 2, Cybersecurity.

e  DisclosureshattHelew: At a minimum, thistrehudeswhenrinstances in which the costs or other
consequences associated with one or more known incidents—or the risk of potential incidents—
representsrepresent a material event, trend, or uncertainty that is reasonably likely to have a material
effect on the registrant’s results of operations, liquidity, or financial condition, or would cause
reported financial information to not be necessarily indicative of future operating results or financial

condition (e.g., theft of intellectual property, reduced revenue, increased cybersecurity protection

expend|ture ||t|gat|on costs etc+)
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.03 The registrant shall disclose the percentage of data security breaches in which customers’ personally identifiable

information (PIl) was breached, where:

e Pllis defined as any information about an individual that is maintained by an entity, including (1) any
information that can be used to distinguish or trace an individual's identity, such as name, Social
Security number, date and place of birth, mother’s maiden name, or biometric records; and (2) any
other information that is linked or linkable to an individual, such as medical, educational, financial, and

employment information.>°

e The scope of disclosure is limited to breaches in which customers were notified of the breach, either as

required by state law or voluntarily by the registrant.

e The registrant may delay disclosure if a law enforcement agency has determined that notification

impedes a criminal investigation until the law enforcement agency determines that such notification

does not compromise the investigation.

.04 The registrant shall disclose the total number of unique customers who were affected by data breaches, which

includes all those whose personal data was compromised in a data breach.

e Accounts which the registrant cannot verify as belonging to the same user shall be disclosed
separately.

29 AD

30 Privacy: Alternatives Exist for Enhancing Protection of Personally Identifiable Information, GAO Report 08-536, May 2008.
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Note to FNO181-06TA02-05-01

-04.05 The registrant shall describe the corrective actions taken in response to specific incidents;-treads-in-seeurity-
breaches-orfutureseeurity-wheertatrties, such as changes in operations, management, processes, products,
business partners, training, or technology.

-85.06 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself
weoutdwill not compromise the registrant’s ability to maintain data privacy and security.

.07 The reqistrant should disclose its policy for disclosing data breaches to affected customers in a timely manner.

TA02-04-01FNO101-67. Discussion of management approach to identifying and addressing vulnerabilities-
and-threatsto-data security risks

-86.08 The registrant shall describe its approach to identifying identify-which-attack-vectors-it-has-identifiedas-
poesinga-threat-ervutnerabilityvulnerabilities in its information systems that pose a data security risk where:

o AthreatA data security risk is defined as any circumstance or event with the potential to adversely
impact organizational operations (including mission, functions, image, or reputation), organizational
assets, individuals, other organizations, or the Natiernation through an information system via
unauthorized access, destruction, disclosure,-er modification of information, and/or denial of service.

e Vulnerability is defined as_a weakness in an information system, system security procedures, internal
controls, or implementation that could be exploited-by-a-threatseuree.

-87.09 The registrant shall describe how it addresses the threats and vulnerabilities it has identified, including, but
not limited to+threugh operational procedures, management processes, structure of products, selection of
business partners, employee training, or use of technology.

-88.10 The registrant shewdtdshall discuss trends it has observed in type, frequency, and origination of attaek-
veetoersattacks to its data security and information systems.

-89.11 Disclosure shall include, but not be limited to, preparation, detection, containment, and post-incident activity
that is disclosed according to the U.S. Security and Exchange Cemmission’sCommission’s (SEC) CF Disclosure
Guidance: Topic No. 2, Cybersecurity.

e At aminimum this includes when the costs or other consequences associated with one or more known
incidents — or the risk of potential incidents — represents a material event, trend, or uncertainty
that is reasonably likely to have a material effect on the registrantsregistrant’s results of operations,
liquidity, or financial condition or would cause reported financial information not to be necessarily
indicative of future operating results or financial condition (e.g., reduced revenue, increased
cybersecurity protection expenditure, litigation costs, etc-.)

-46.12 All disclosure shall be sufficient such that it is specific to the risks the registrant faces but disclosure itself
would not compromise the registrant’s ability to maintain data privacy and security.
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.13 The registrant’s disclosure should include a discussion of data and system security efforts that relate to new and
emerging attack vectors facing the financial services industry, such as mobile devices (e.g., though mobile
banking applications and/or the device itself).

.14 The reqistrant may choose to describe the degree to which its management approach is aligned with an external
standard or framework for managing data security, such as:

e ISO/IEC 27001:2013—Information technology—Security techniques—Information security
management systems—Requirements

e "Framework for Improving Critical Infrastructure Cybersecurity, Version 1.1,” January 10, 2017,
National Institute of Standards and Technology (NIST)
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Financial Inclusion & Capacity Building

Description

building with risks and opportunities associated with lending to unbanked, underbanked, or underserved customers.
Although the Community Reinvestment Act (CRA) of 1977 continues to be reexamined for its perceived role in the

sub-prime crisis, the intent remains relevant, and important for commercial banks. Further, emerging financing models

and technologies provide banks with an opportunity to offer products and services in previously underserved markets

and obtain additional sources of revenue. Firms that are able to meet the need to extend credit and financial services

to low-income populations and small businesses while avoiding predatory and irresponsible lending practices are likely

to create long-term value and enhance social capital. These services should also be complemented by efforts to

improve financial literacy, which will ensure that customers make informed decisions. The recent financial crisis

demonstrated the importance of diversified and resilient funding sources that these communities can provide.
Commercial banks should disclose how they are enhancing shareholder value through efforts to expand inclusion and
build capacity.

Accounting Metrics

TA02-01-01. Number of no-cost retail checking accounts provided to previously unbanked or underbanked

customers

.15 The registrant shall disclose the total number of no-cost checking accounts that are held by unbanked or

underbanked customers as of the end of the fiscal year.

e No-cost checking accounts are defined as bank accounts providing core services without extra fees, no

monthly or annual maintenance fees, and no minimum average balance requirements.

= Core services include at a minimum the following: access to a debit card, access to internet and mobile

banking, and access to deposits or withdrawals.

e Unbanked customers are defined by the FDIC’s National Survey of Unbanked and Underbanked
Households as “individuals and families who have rarely, if ever, held a checking account, a savings

account or other type of transaction or check cashing account at an insured depository institution”.
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e A household is categorized as underbanked if it had a checking or savings account and used one of

the following products or services from an alternative financial services (AFS) provider in the past 12
months: money orders, check cashing, international remittances, payday loans, refund anticipation

loans, rent-to-own services, pawn shop loans, or auto title loans.

.16 _The reqistrant should disclose the number of no-cost checking accounts opened and closed during the fiscal year
by unbanked and underbanked customers.

.17 The reqistrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

FN0101-03. Number of participants in financial literacy initiatives for unbanked, underbanked, or
underserved customers

—+#.19 The registrant shall disclose the number of individuals that participated in financial literacy initiatives

including, but not limited to, educational programs, workshops, seminars, courses, counseling, and community
partnerships.

e The registrant shall calculate the total number of unique individuals who are documented to have
participated in at least one of its initiatives conducted by the registrant during the fiscal year.

e Disclosure shall include participants in ongoing programs in the case that active participation can be
documented during the fiscal year.

-8.20 Unbanked customers are those in households without a checking or savings account who may rely on
alternative financial services (AFS), such as payday loans, non-bank money orders, non-bank check cashing
services, non-bank remittances, rent-to-own services, pawn shops, or refund anticipation loans (RALs).

—49.21 Underbanked customers are in households that have a checking and/or a savings account but may still
regularly use AFS.
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=26.22 Underserved customers include those who are unbanked, underbanked, or otherwise have limited access to
mainstream financial services, often due to limited or no credit history. These customers commonly include
young adults, immigrants and/or non-native English speakers, the elderly, ethnic minorities, low-income
customers (i.e., with less than $30,000 in household income), or members of the military.

24+.23 The scope of disclosure shall include both individual retail customers and relevant commercial customers
(e.g., small and medium enterprises, minority owned business, etc:-.)

Note to FN0101-03

22.24 The registrant shall describe its initiatives, programs, or financial services that are focused on enhancing the

financial literacy of unbanked, underbanked, or underserved customers.

TA02-02-01. (1) Number and (2) amount of loans outstanding qualified to programs designed to promote
small business and community development

.26 _The registrant shall disclose the total number of loans outstanding qualified to programs designed to promote

small business and community development, and the total amount outstanding (in U.S. dollars) of these loans,

where:

e Loans qualified to programs designed to promote small business and community development are

defined in accordance with the Federal Financial Institutions Examination Council’s (FFIEC) definition of

community development loans, pursuant to the Community Reinvestment Act of 1977 (CRA).

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | COMMERCIAL BANKS |

21



= The scope of disclosure includes (1) Small Farm and Small Business loans and (2) Community
Development Loans as defined by the FFIEC's Guide to CRA Data Collection and Reporting.

= The scope of disclosure excludes (1) Home Mortgage Loans, (2) Consumer Loans, and (3) Other Loan
Data as defined by the FFIEC's Guide to CRA Data Collection and Reporting.

.27 The registrant shall provide the number and amount (in U.S. dollars) of loans outstanding qualified to programs
designed to promote small business and community development in accordance with the guidance to Schedule
RC-C of the Consolidated Report of Condition and Income (Call Report).

.28 The registrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

Note to TA02-02-01

.29 The reqistrant shall provide a description of its short-term and long-term strategy or plan to expand its portfolio
of loans qualified to programs designed to promote small business and community development.

.30 The reqistrant shall include a discussion of its results of the examinations for compliance with the CRA.

e The examinations include those conducted by the Federal Reserve System (FRB), the Federal Deposit
Insurance Corporation (FDIC), the Office of the Comptroller of the Currency (OCC), and the Office of
Thrift Supervision (OTS).

.31 The reqistrant shall include a discussion of how its results of the CRA Examinations are integrated into its short-
term and long-term financial inclusion and capacity building strategy.
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TA02-03-01. (1) Number and (2) amount of past due and nonaccrual loans qualified to programs designed
to promote small business and community development

.33 The registrant shall disclose the total number of loans past due and nonaccrual qualified to programs designed
to promote small business and community development, and the total amount past due and nonaccrual (in U.S.
dollars) of these loans, where:

e loans qualified to programs designed to promote small business and community development are
defined in accordance with the Federal Financial Institutions Examination Council’s (FFIEC) definition of
community development loans, pursuant to the Community Reinvestment Act of 1977 (CRA).

= The scope of disclosure includes (1) Small Farm and Small Business loans and (2) Community
Development Loans as defined by the FFIEC's Guide to CRA Data Collection and Reporting.

= The scope of disclosure excludes (1) Home Mortgage Loans, (2) Consumer Loans, and (3) Other Loan
Data as defined by the FFIEC's Guide to CRA Data Collection and Reporting.

= The scope of disclosure includes loans originated and purchased by the registrant, reported in
accordance with the FFIEC's Guide to CRA Data Collection and Reporting.

.34 The registrant shall provide the number and amount (in U.S. dollars) of loans past due and nonaccrual qualified
to programs designed to promote small business and community development in accordance with the guidance
to Schedule RC-N of the Consolidated Report of Condition and Income (Call Report).

.35 The reqistrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.
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Integration of Environmental, Social, and Governance Risk-
Factors in Credit Risk Analysis

Description

positive and negative environmental and social externalities through their lending practices. Therefore, environmental,

social, and governance (ESG) factors can have material implications for the underlying companies, assets, and projects

that commercial banks lend to across a range of industries. It is therefore increasingly necessary for companies to
examine ESG factors when determining the quality of collateral. Commercial banks also have the potential to enable

positive environmental and social externalities and to generate significant revenue streams through their lending
practices. Commercial banks that fail to address these risks and opportunities could face diminished returns and
reduced value for shareholders. CempaniesCommercial banks should subsequently disclose how ESG factors are
integrated into lending processes and the current level of portfolio risk associated with specific sustainability trends. In
particular, investor and regulatory pressure is mounting for banks to disclose how they address climate change related

Fisks, it s b s e e e e e e e e e s B e sn e s s

Accounting Metrics

TA02-11-01. Commercial and industrial credit exposure by industry

.36 _The reqistrant shall disclose its commercial and industrial credit exposure (in U.S. dollars).

e The registrant shall calculate its exposure in accordance with the guidance to Schedule RC-C and
Schedule RC-I of the Consolidated Report of Condition and Income (Call Report).

e The reported value shall include the notional amount (in U.S. dollars) of direct outstanding and
unfunded legally binding lending commitments net of amounts distributed (e.q., syndicated or

participated) to other financial institutions.

.37 The reqistrant shall break down its commercial and industrial credit exposure by industry.

e The registrant shall use the North American Industry Classification System (NAICS) for classifying
counterparties.

e The registrant shall disclose its exposure to at least the 10 largest industries by dollar amount of
exposure or for industries representing at least 2% of the overall portfolio exposure.

.38 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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FNO101-15. Discussion of how environmental, social, and governance (ESG) factors are integrated into the
lending process

28.39 ESG integration is defined broadly as the incorporation of environmental, social, and governance factors
alongside traditional financial considerations in the range of activities and decision making processes involved in
lending and project finance.

29.40 Environmental, social, and governance (ESG) factors are defined — and their basic uses in financial analysis is
described — in the SASB Conceptual Framework in the section, “Key Definitions and Characteristics of

Sustainability Accounting and Disclosure.”

30.41 The registrant shall discuss how it integrates ESG factors into its lending decisions, including but not limited
to during the following activities or aspects:

e  Credit risk analysis — assessing the increased potential for default (non-performing loans) or payment
rescheduling due to ESG factors.

e Valuation of underlying secured assets — assessing the risk of devaluation of collateral and potential for
stranded, illiquid assets due to ESG factors.

e Evaluating reputational risk — assessing any potential risks to the registrant’s reputation due to
management or mismanagement of ESG factors associated with a loan purpose or project, such that it
may affect the registrant’s ultimate decision to offer lending.

e  Assessment of macroeconomic factors — assessing how ESG factors may impact macroeconomic
conditions — which in turn may affect credit risk or loan quality — such as GDP, inflation, interest rates,
money supply, or industrial production.

=34+.42 The registrant shall discuss how it incorporates ESG metrics into its quantitative analysis, modeling, and
statistical methods, including what metrics, standards, benchmarks, or datasets are used and how they are
weighed alongside traditional financial metrics in credit risk analysis.

32.43 The registrant should discuss how ESG factors are incorporated into its diversification strategies at a firm
level, including if the registrant assesses for concentration of ESG risks and attempts to mitigate them through
diversification of these risks.

e This may include how ESG factors intersect with or influence the registrant’s view of fundamental
factors (economic conditions, Federal Reserve policy, industry trends, geopolitical risks, etc-.)

33.44 The registrant should discuss how it factors the macroeconomic value of loans into its lending decisions,
where this broadly may include considering one or more of the following alongside the projected financial
returns of a loan:

e  Whether the lending could create or contribute to systemic risk for the economy

e Whether the borrower’s activities could create negative social or environmental externalities
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=34.45 The registrant may choose to disclose quantitative data related to its Equator Principles (EP IIl)
implementation, such as the number of projects screened according to Equator Principles (or equivalent) by EP
Category.

35.46 The registrant may choose to disclose a qualitative description of its EP Il implementation, including at a
minimum: (1) how concepts have been incorporated into the bank’s credit and risk management policies and
procedures, (2) responsibility for implementation within the bank, and (3) internal adoption processes and
implementation efforts and timetables, as well as staff training to ensure that bank staff are fully informed of
the standards.

36.47 The registrant may choose to disclose quantitative data related to its Carbon Principles implementation, such
as the number of coal plant power plants financed and the percentage subject to Carbon Principles screening.

FNO101-16. Discussion of credit risk to the loan portfolio presented by climate change, natural resource
constraints, human rights concerns, or other broad sustainability trends

3#.48 The registrant shall discuss how it assesses risks to its loan portfolio presented by climate change, natural
resource constraints, human rights concerns, or other broad sustainability trends.

e Climate change risks should be understood to include, but not be limited to, direct regulatory costs
(e.g., emissions trading costs), anticipated shifts in demand, supply chain impacts, capital expenditures
requirements for adaptation or GHG emissions reductions, etc.

e Natural resource constraints risk should be understood to include, but not be limited to, decreased
availability, increased competition, and/or volatility in availability for water, forestry products, fossil
fuels, and extractives.

e Human rights concerns should be understood to include, but not be limited to, operational risks
(project delays or cancellation), legal and regulatory risks (lawsuits or fines), and reputational risks
(negative press coverage or brand damage) associated with violations to basic human rights (i.e., those
enumerated in the U.N. Universal Declaration of Human Rights).

e  Other broad sustainability trends include but are not limited to high-risk (or predatory) lending,
offshore outsourcing, global supply chains, or shifting population demographics.

38.49 The registrant shall identify specific industries (or sectors) in which it has exposure to risks from the trends it
has identified, where industries are categorized according to a standard industry classification system (e.g., GICS,
ICB, NAICS, etc-.)

e The registrant should quantify its exposure to sustainability risks as the dollar amount of investment in
industries most susceptible to the risks the registrant has identified, or if available, as a risk-adjusted
exposure (e.g., to cash flow or discount rates) to these industries.

39.50 The registrant shall identify specific geographies (e.g., regions, countries, states, etc.) and/or demographic
segments (e.g., income, education, etc.) in which the registrant has activity and recognizes risks from the broad
sustainability trends disclosed.
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Management of the Legal & Regulatory Environment

Description

The regulatory environment surrounding the commercial banks industry continues to evolve both nationally and
internationally. CempaniesCommercial banks must now adhere to a complex and inconsistent set of rules relating to
both performance and disclosure on issues including insider trading, anti-trust, price fixing, and market manipulation.
In addition, commercial banks are subject to rules against tax evasion, fraud, money laundering, and corrupt practices.
Finally, enhanced rewards for whistleblowers established under the Dodd-Frank Act may increase the number of

complaints brought to regulators. Firms that can manage these regulatory concerns and ensure compliance will be
better positioned to protect shareholder value and limit future liabilities.

Accounting Metrics

FNO101-08--AmeuntTA02-06-01. Total amount of losses as a result of legal and-regulateryfines-and-
settlementsproceedings associated with financialindustryregulation-and-percentage-thatresulted-from-

whistleblewing-actionsfraud, anti-trust, anti-competitive, market manipulation, malpractice or other
industry regulations

.51 The registrant shall disclose the ameunitexeludingtotal amount of losses in U.S. dollars it incurred as a result of
legal proceedings associated with fraud, anti-trust, anti-competitive, market manipulation, malpractice or other

related financial industry laws or reqgulations.

.52 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the registrant was involved.

.53 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.54 The losses shall exclude legal feesy-efal-fires-orsettlerrents incurred by the registrant.

.55 The scope of disclosure shall include legal proceedings associated with enforcement of financial industry

regulations+elaeirg- promulgated by U.S. and foreign regulatory authorities. Such regulatory authorities may

include, but are not limited to:

e The U.S. Securities and Exchange Commission (SEC—+ules-Federal-Reserve-Board-requirerents{e-g—
capitat-adeguacy-rutesy)

e The Commodities Futures Trading Commission rutes—+utes-efthe-(CFTC)

e The Financial Industry Requlatory Authority (FINRA)

e Furopean Commission

e Financial Conduct Authority (FCA)
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e Federal Reserve Board

e The Office of Comptroller Currency;-previsions-ofBedd-Frank{such-asthese-enforced-by-the- (OCQ)

e The Financial Crimes Enforcement Network (FInCEN)

e Consumer Financial Protection Bureau)FiNRAregutationsane-_(CFPB)
e  Federal Deposit Insurance Corporation petieies-(FDIC)

-506.56 Disclosure shall also include enforcements related to activities adjudicated by federal regulators with an
enforcement mandate broader than the financial industry, such as

Decianated N on ! an A
V1 gHateGNattoOha

e The Foreign Corrupt Practices Act enforced by the U.S. Department of Justice

e The Specially Designated Nationals List enforced by the U.S. Treasury Department through its Office of
Foreign Asset Control (OFAC)

e Foreign Account Tax Compliance Act (FATCA) enforced by the U.S. Internal Revenue Service (IRS)

Note to FNO181-08TA02-06-01

-53.57 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty

plea, deferred prosecution agreement, non-prosecution agreement) and context (e.g., fraud, anti-trust, sider
tradirgmarket manipulation, etc.) ef-fines-and-settlementsof all losses as a result of legal proceedings.

54.58 The registrant shall describe any corrective actions it has implemented as a result of each-reidentthe legal
proceedings. This may include, but is not limited to, specific changes in operations, management, processes,
products, business partners, training, or technology.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | COMMERCIAL BANKS | 30



TA02-06-02. Description of the whistleblower policies and procedures

.59 The reqistrant shall describe the processes and policies that are set forth within its whistleblower program

including but not limited to internal compliance programs, whistleblower hotline (e.g., is it managed by an

independent third-party), reference to and publication of hotline (e.g., corporate compliance manuals, code of

ethics, etc.) whistleblower incentives for reporting violations, and multiple methods for submitting tips.

.60 Disclosure shall discuss the registrant’s compliance with applicable whistleblower regulations including but not

limited to Section 806 of the Sarbanes-Oxley Act, 18 U.S.C. 1514A and Consumer Financial Protection Act 12

.61 Disclosure shall discuss any violations of whistleblower regulations and any corrective actions the registrant has

implemented as a result of the violations.

.62 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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Systemic Risk Management

Description

The recent financial crisis articulated the importance of managing risks to capital in the commercial banks industry.
Specifically, firms that failed to ensure adequate capital reserves were unable to protect shareholder value and
contributed to a significant market disruption. The systemic nature of the risk results from the interconnectedness of
financial institutions and has become a central concern of federal and international regulators. As a result, many
banks are required to undergo supervisory stress tests to evaluate whether the company has the capital to absorb
losses, continue operations, and meet obligations in the event of adverse economic and financial conditions. In an
effort to demonstrate how these risks are being managed, commercial banks should enhance disclosure on metries,-

oG g v Ot—a td n d CotGHy—€COVv ag atioS; PoSu OV ot G d

and-management-efrisktimitsquantitative and qualitative metrics measuring how well they are positioned to absorb
shocks arising from financial and economic stress and meet stricter regulatory requirements.

Accounting Metrics
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TA02-09-01. Global Systemically Important Bank (G-SIB) score by category

.63 The registrant shall disclose its Global Systemically Important Bank (G-SIB) score for the following categories: (1)

Size; (2) Cross-jurisdictional activity; (3) Interconnectedness; (4) Substitutability; (5) Complexity; (6) Overall score.

.64 The G-SIB scores are defined and shall by calculated according to the methodology established by the Bank of
International Settlements’ (BIS) Basel Committee on Banking Supervision (BCBS) in Global systematically

important banks: updated assessment methodology and the higher loss absorbency (HLA) requirement, July
2013.

e The set of indicators used in calculation of the G-SIB score is outlined by the BCBS in the Reporting
instructions and the Reporting template.

The reqistrant shall refer to the Reporting instructions and the Reporting template for the relevant fiscal

ear.

e The G-SIB score calculation is provided by the BCBS in the technical summary. The BCBS further
provides:

= Denominators used for score calculation for the relevant fiscal year

The cut-off score used to identify the G-SIBs and bucket thresholds used to allocate G-SIBs to buckets
for the purposes of calculating the specific HLA requirements for each institution

.65 If the G-SIB score is not available at the time of issuance of the annual report for the respective fiscal year, the
registrant shall disclose the latest available G-SIB score.
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.66 _The reqistrant shall consider the above references used to determine the G-SIB score normative references, thus

any updates made shall be considered updates to this guidance.

Note to TA02-09-01

.67 The registrant shall describe whether it obtains the score from the relevant supervisory authority after reporting
the indicators used in calculation of the G-SIB or calculates the score internally using the BIS’s methodology.

.68 The registrant shall describe whether its relevant regulatory authority requires the registrant to report the data

required for the G-SIB calculation or the registrant chooses to report the data voluntarily.

TA02-08-01. Discussion of how results of mandatory and voluntary stress tests are integrated into capital
adequacy planning, long-term corporate strategy, and other business activities

.69 The registrant shall discuss how stress tests and capital planning reports inform the firm’s decisions and are

integrated into capital planning, long-term corporate strategy and other business activities.

e Stress tests include but are not limited to:

= Comprehensive Capital Analysis and Review (CCAR)

= Dodd-Frank Act supervisory stress testing

= The Bank of England stress test

= The European Union-wide banking stress testing

= Monetary Authority of Singapore Annual Industry-Wide Stress Testing exercise

= The China Banking Regulatory Commission’s (CBRC) Regulatory Consistency Assessment Programme

(RCAP)

= Australian Prudential Regulation Authority (APRA) industry stress test

.70 The reqistrant shall discuss how the stress test results inform its approach with respect to its ESG strateqy.

.71 The reqistrant may disclose its stress test results along with the discussion.

.72 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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INVESTMENT BANKING & BROKERAGE
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).
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proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Investment Banking &
Brokerage industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Investment Banking & Brokerage industry consists of firms performing a wide range of functions in the capital

markets, including assisting with the capital-raising and allocation process, and providing market-making and advisory

services for corporations, financial institutions, governments, and high net-worth individuals. Specific activities include

financial advisory and securities underwriting services conducted on a fee basis; securities and commodities brokerage

activities which involves buying and selling securities or commodities contracts and options on a commission or fee

basis for investors; and trading and principal investment activities which involves buying and selling of equities, fixed

income, currencies, commodities, and other securities for client-driven and proprietary trading. Investment banks also

originate and securitize loans for infrastructure and other projects. Companies in the industry generate their revenues

from global markets and, therefore, are exposed to various regulatory environments. The industry continues to face

requlatory pressure to reform and disclose aspects of operations that present systemic risks. Specifically, firms are

facing new capital requirements, stress testing, limits on proprietary trading, and increased scrutiny on compensation
practices.

Note: The SASB Investment Banking & Brokerage (FNO102) Standard addresses “pure play” investment banking and
brokerage services, which SASB recognizes may not include all the activities of integrated financial institutions, such as
mortgage finance, commercial banking, consumer finance, asset management & custody services, and insurance.
Separate SASB accounting standards are available that address the sustainability issues for activities in those industries.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Investment Banking & Brokerage industry, the SASB has identified the following sustainability disclosure topics:

e Employee Inclusion Environment

e Integration of Environmental, Social, and e Professional Integrity
Govemar.wge Factors in 5,’ ¢ Systemic Risk Management
Ynderwritirgand-Investment Banking &
Brokerage Activities e Employee Incentives & Risk Taking

e Management of the Legal &and Regulatory
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'®

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

(1) Number and (2) value of (a) underwriting, (b)
advisory, and (c) securitization transactions2

Quantitative Number, U.S. dollars (S) TA02-25-A

(1) Number and (2) value of proprietary investments and
loans by sector20

Quantitative Number, U.S. dollars (S) TA02-25-B

(1) Number and (2) total value of market making
transactions in (a) fixed income, (b) equity, (c) currency, = Quantitative Number, U.S. dollars (S§) TA02-25-C
(d) derivatives, and (e) commodity products

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 Note to TA02-25-A—For syndicate transactions, the registrant shall include only the value it was accountable for.

20 Note to TA02-25-B— The registrant shall use the North American Industry Classification System (NAICS) for classifying investees and
borrowers.
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systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?’

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

21 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | INVESTMENT BANKING & BROKERAGE |

48



Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on

definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a

recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Employee
Inclusion

Integration of
Environmental,
Social, and
Governance
Risk-Factors in
Adlvisomys

Und e

and-Investment

Banking &
Brokerage
Activities

Management
of the Legal &
Regulatory
Environment

ACCOUNTING METRIC

Percentage of gender and racial/ethnic group
representation for: (1) exeeutivesdecision-
makers and (2) all ethersother employees?2

(1) Number and (2) total value of (a)
underwriting, (b) advisory, and (c)
securitization transactions incorporating
integration of environmental, social, and
governance (ESG) factors by industryAmeunt

scusiainalilin ~fecusedcendeos oekiite

(1) Number and (2) total value of investments

CATEGORY

Quantitative

Quantitative

Quantitative

and loans incorporating integration of
environmental, social, and governance (ESG)

factors by industry

Discussion of how environmental, social, and
governance (ESG) factors are incorporated
into core products and services

: ¢ 6
. b .
. ¢
: . ot

Total amount of losses as a result of legal
proceedings associated with fraud, anti-trust,
anti-competitive, market manipulation,
malpractice or other industry regulations2®

Description of the whistleblower policies and

Discussion and
Analysis

Quantitative

Discussion and

procedures

Analysis

UNIT OF

MEASURE CODE

Percentage (%) FNO102-06
TA02-15-01

Number, U.S. TA02-23-01

dollars 15_)5‘%— ENO102-16

dollars{S)}

U.SdoHars{S) FNO102-17

Number, U.S. TA02-24-01

dollars (S)

n/a FN0102-15

U.S. dollars TA02-16-01

{$)-percentage

4}

n/a TA02-16-02

22 Note to TA02-15-01— The registrant shall describe its policies and programs for fostering equitable employee representation across its

global operations.

%> Note to TA02-16-01—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.
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TOPIC

Professional
Integrity

Systemic Risk
Management

ACCOUNTING METRIC

(1) Number and (2) percentage of the
registrant’s covered employees with record

of investment-related investigations,
consumer-initiated complaints, private civil

litigations, and other regulatory
proceedings??

Number of mediation and arbitration cases

associated with professional integrity and
duty of care

Total amount of losses as a result of legal
proceedings associated with professional
integrity and duty of care?8

Description of management approach to
assuring professional integrity and duty of
care

Discussion of how results of mandatory and

CATEGORY

. N

Quantitative

Quantitative

Quantitative

Quantitative

Discussion and

voluntary stress tests are integrated into
capital adequacy planning, long-term
corporate strategy, and other business

activitieshestbiseistrosslosswaderadvarse
. 05,2 :

Y
{H-Loanlesses
{2 -Losses; revenue,and-netincome before-
taxes
B)n . .
@ . )
Gy . . )
Tierd .
Global Systemically Important Bank (G-SIB)

score by category3BaseHH-Liguicity-
CoverazaPatieLCh)

AnalysisQuantit
e

Quantitative

UNIT OF

CODE
MEASURE

RROLO2 08
Number{#) FNO102-09
Number TA02-19-01
Percentage (%)
Number TA02-19-02
U.S. dollars (S) TA02-19-03
Percentage (%) TA02-19-04
n/aU-S—dellars- TA02-20-01
B
U.S-dollars{S)
Basis TA02-21-01
pointsRatie-in- ENO102-11
U.S-dollars{S)

2’ Note to TA02-19-01—The registrant shall describe how it ensures that “covered employees” file FINRA and SEC forms in a timely

manner.

28 Note to TA02-19-03—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

29 Note

3% Note to TA02-21-01—The registrant shall describe whether the G-SIB score is calculated by the registrant or obtained from the regulatory

authorities and whether the registrant is required to report the underlying data to the regulator.
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TOPIC

Employee
Incentives &
Risk Taking

ACCOUNTING METRIC

Bi . £ vari . _
anebsrastises

Percentage of total remuneration that is
variable for Material Risk Takers
(MRT)31Rercentage-of total-compensation-

; . for (1) . )
shhens

- Ear : :
v for ; ;

Percentage of variable remuneration of
Material Risk Takers (MRT) to which malus or
clawback provisions were
applied32Percentage-of employee-

. o . 5
others

Discussion of the company’s policies around

CATEGORY

Quantitative

- s

Quantitative

Discussion and

supervision, control and validation of traders'
pricing of Level 3 assets and liabilitiesNurmber
‘; . I

3" Note to TA02-13-01—The registrant shall discuss its remuneration policies for Material Risk Takers.

AnalysisQuantit
e

UNIT OF
MEASURE

Percentage (%)-

Percentage{%)
Percentage (%)-

CODE

TA02-13-01

ENO1O2-02

TA02-13-02

ENO102-04

TA02-14-01

ENO1O02-05

32 Note to TA02-13-02— The registrant shall discuss whether its initial ex ante adjustments were sufficient in risk mitigation.
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Employee Inclusion

Description

Investment banking and brokerage companies face a high degree of competition for skilled employees. At the same
time, the industry has a low level of diversity, especially among senior roles. In recent years, there have been several

cases of gender discrimination involving publicly listed companies in the industry. As the industry continues to
undergo rapid innovation through the introduction of more complex financial products and computerized algorithmic
and high frequency trading, the ability of companies to attract and retain employees will likely be increasingly

material. i sElisa—masananinsae s s e s esa e thesna b sasn sl e sl e mnss s a2

enrgagementand-diversit-of-empleyeesBy ensuring gender and racial diversity throughout the organization,

companies are likely to expand their candidate pool. Further, evidence suggests that diverse groups of employees at

investment banking and brokerage companies may reduce risk. Enhanced employee diversity disclosure, especially in

decision-making roles, and applicants will allow shareholders to assess how companies in this industry are managing

the risks and opportunities associated with employee developmentdiversity and inclusion.

Accounting Metrics

FNO102-06-TA02-15-01. Percentage of gender and racial/ethnic group representation for: (1)
executivesdecision-makers and (2) all ethersother employees

.01 The registrant sheuldsummarize-ane-shall disclose empleyeethe percentage of gender representation for all
global operations and the racial and ethnic group representations for U.S. operations for its employees

considered decision-makers and for all other employees.

.02 The registrant shall classify its employees according to Filing Procedures for the U.S. Equal Employment

Opportunity Commission EEOQ-1 Surveyby-erployee-categery into the following two categories: Decision-makers
and All Other Employees.

e Decision-makers are defined as employees classified in the following tablefermat:EEOQ-1 categories:

Gender (%) Race-and Ethnicity (%)
Employee-Category Blacker . o
American
Executives/Sr—Managers
All-ethers
ENA=
ADther

= Executives/Senior Officers & Managers

= First/Mid Officers & Managers
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= Professionals

e All other employees are defined as all the registrant’s employees not avaitablesclassified as decision-

makers.

-64.03 The reqistrant shall categorize the gender of its employees as male, female, or not disclosed/available.

-62.04 The registrant shall classify employees in the U.S. by the racial/ethnic group in the following categories, using
the same definitions noted in the Filing Procedures for the EEO-1 Survey: White, Black or African American,
Hispanic or Latino, Asian, and Other (which includes American Indian or Alaska Native, Native Hawaiian or Other

Pacific Islander, and “+Two or saMore rRaces” elassificationclassifications), or not disclosed/available.

.05 Where relevant, the registrant may provide supplemental breakdown of racial/ethnic group representation by

country or region as well as gender and racial/ethnic group representation by country or region.

.06 Where racial/ethnic group and/or gender representation percentages are significantly influenced by the country
or region where the workforce is located, the registrant shal-previdemay report data with contextual disclosure
to ensure proper interpretation of results.

o Whererelevant-the-The registrant may p

greupchoose to summarize and disclose employee representation by esurtry-erregien- employee
category in the following table format:

Employee Gender (%) Race and Ethnicity for U.S. Operations (%)
Category

Male Female NA* White Black or Hispanic | Asian Other** | NA*
African or

American | Latino

Decision-
makers

All other
employees

*NA = not available or not disclosed
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** QOther includes American Indian or Alaska Native, Native Hawaiian or other Pacific Islander, and “Two or More

Races” classifications

Note to TA02-15-01

.07 The registrant shall describe its policies and programs for fostering equitable employee representation across its

global operations.

e Relevant policies may include maintaining transparency of hiring, promotion, and wage practices,

ensuring equal employment opportunity, developing and disseminating diversity policies, and ensuring

management accountability for ensuring equitable representation.

e Relevant programs may include trainings on diversity, mentorship and sponsorship programs,

partnership with employee resource and advisory groups, and provision of flexible work schedules to

accommodate employees’ varying needs.

e Relevant aspects of employee representation include, at a minimum, gender and race/ethnicity.

Registrant may disclose other aspects of workforce, such as, age, physical abilities/qualities, sexual

orientation, and religious beliefs, as relevant to local jurisdiction.
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Integration of Environmental, Social, and Governance Risk-

Factors in Adwvisery-Ynrdepwrting,and-Investment Banking &

Brokerage Activities

Description

Environmentalsecialand-gevernanee{ESG)riskAs financial intermediaries, investment banks contribute to significant

positive and negative environmental and social externalities through their underwriting, advisory, and investing and
lending activities. Therefore, environmental, social, and governance (ESG) factors can have material implications for
the companies, assets, and projects that commercial banks provide services to or invest in across a range of industries.
ESG factors are increasingly contributing to the financial performance of specific projects and companies at large.
Proprietary investing and lending is one of the primary activities of investment banks in which integration of ESG

factors is currently occurring and where related financial impacts are most prominent. The value implications, both
negative and positive, exist for the financing of projects or companies that generate environmental or social
externalities and those that are exposed to risks associated with climate change, resource depletion, or other issues.
The potential for both value creation and destruction associated with ESG factors suggests that investment banking
and brokerage firms have a responsibility to their shareholders and clients to integrate consideration of these factors
into analysis and valuation related to all core products, including sell-side research, advisory services, origination,
underwriting, and principal transactions. Investment banking and brokerage companies that fail to address these risks

and opportunities could face diminished returns and reduced value for shareholders. Companies should
subsequenthytherefore disclose how ESG factors are integrated into their core products and services—-partictar-

transactlons incorporating integration of environmental, social, and governance (ESG) factors by industry

.08 The registrant shall report the number of transactions in which the registrant incorporates integration of

environmental, social, and governance (ESG) factors.

.09 The registrant shall report the value in U.S. dollars of transactions in which the registrant incorporated

integration of ESG factors.

e For syndicate underwriting and securitization transactions, the registrant shall only count the amount

underwriting and securitization it is accountable for.

e For syndicate advisory transactions, when the registrant provides advisory on ESG factors, it shall count

the total value of the corresponding transaction.

.10 Integration of ESG factors is defined as the systematic and explicit inclusion of material ESG factors into
underwriting, advisory, and securitization activities and may include but is not limited to review of transactions
by the issuer’s Environmental and Social Risk Management (ESRM) group, Screening (exclusionary, inclusionary,

or benchmarked), etc.
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e The registrant shall state how ESG factors are integrated in the aforementioned activities.

.11 _The registrant shall break down the number and value of transactions by key business activities including (a)

underwriting, (b) advisory, and (¢) securitization.

e Underwriting is defined as activities in which the registrant raises investment capital from investors on

behalf of corporations and governments that are issuing either equity or debt securities. It includes

public offerings and private placements, including local and cross-border transactions and acquisition

financing, of a wide range of securities and other financial instruments, including loans. Underwriting

also covers derivative transactions entered into with public and private sector clients in connection with

the registrant’s underwriting activities.

e Advisory is defined as activities in which the registrant provides financial advice to institutional clients

on a fee basis. It excludes wealth management and asset management activities.

e Securitization is defined as the process through which the registrant creates a financial instrument by

combining other financial assets and then marketing different tiers of the repackaged instruments to

investors. It may include securitization of residential and commercial mortgages, corporate bonds,

loans and other types of financial assets by selling these assets to securitization vehicles (e.q., trusts,

corporate entities and limited liability companies) or through a re-securitization.

.12 The reqistrant shall break down the number and value of transactions by industry.

e The registrant shall use the North American Industry Classification System (NAICS) for classifying

tfransactions.

.13 The registrant shall disclose transactions for at least 10 largest industries or for industries representing at least

2% of the overall exposure.

TA02-24-01. (1) Number and (2) total value of investments and loans incorporating integration of
environmental, social, and governance (ESG) factors by industry

.14 The registrant shall report the number of proprietary investments and loans incorporating integration of

environmental, social, and governance (ESG) factors.

.15 The registrant shall report the value in U.S. dollars of proprietary investments and loans incorporating integration

of environmental, social, and governance (ESG) factors.

.16 _The scope of disclosure includes the registrant’s investing and relationship lending activities across various asset

classes, including debt securities and loans, public and private equity securities, infrastructure and real estate.

These activities include investing directly in publicly and privately traded securities and in loans, and also through

certain investment funds that the registrant manages and through funds managed by external parties.

e The scope of disclosure excludes commercial, consumer, and mortgage lending activities.

.17 Integration of ESG factors is defined as the systematic and explicit inclusion of material ESG factors into

traditional fundamental financial analysis through the consideration of qualitative risks and opportunities,
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guantitative metrics, and the incorporation of ESG variables into models to inform the registrant’s decision

making processes involved in proprietary investing and lending.

.18 The reqistrant shall breakdown the number and value of investments and loans by industry.

e The registrant shall use the North American Industry Classification System (NAICS) for classifying

investees and borrowers.

e The registrant shall disclose its exposure to at least the 10 largest industries by dollar amount of

exposure or for industries representing at least 2% of the overall portfolio exposure.

FN0102-15. Discussion of how environmental, social, and governance (ESG) factors are incorporated into
core products and services

-87.19 ESG integration is defined broadly as the incorporation of environmental, social, and governance factors
alongside traditional financial considerations in the range of activities and decision-making processes involved in
investment banking activities, including research, advisory services, origination, underwriting activities, sales and
trading, and principal trarsaetientransactions.

-88.20 Environmental, social, and governance (ESG) factors are defined — and their basic use in financial analysis is

described — in the SASB Conceptual Framework in the section, “Key Definitions and Characteristics of
Sustainability Accounting and Disclosure.”

-89.21 Key ESG factors include, but are not limited to, climate change, natural resource constraints, human rights
concerns, or other broad sustainability trends.

e Climate change risks should be understood to include, but not be limited to, direct regulatory costs
(e.g., emissions trading costs), anticipated shifts in demand, supply chain impacts, capital expenditures
requirements for adaptation or GHG emissions reductions, etc.

e Natural resource constraints risk should be understood to include, but not be limited to, decreased
availability, increased competition, and/or volatility in availability for water, forestry products, fossil
fuels, and extractives.

e Human rights concerns should be understood to include, but not be limited to, operational risks
(project delays or cancellation), legal and regulatory risks (lawsuits or fines), and reputational risks
(negative press coverage and brand damage) associated with violations to basic human rights (i.e.,
those enumerated in the U.N. Universal Declaration of Human Rights).

e  Other broad sustainability trends include but are not limited to high-risk (or predatory) lending,
offshore outsourcing, global supply chains, or shifting population demographics.

—8.22 The registrant shall discuss how ESG integration aligns with the registrant’s understanding of its transaction-
based and/or trust-based relationships with counterparties. Where relevant, the registrant should:

e Identify situations in which it considers ESG integration to be its responsibility in transactions and/or
relationships with its counterparties.
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e Discuss whether or not ESG integration intersects with the registrant’s understanding of its contractual
obligations, such as with respect to the implied covenant of good faith and fair dealing.

-++.23 The registrant shall discuss how it integrates ESG factors into its products or services, including — but not
limited to — during the following activities or aspects:

e Advisory services — evaluating ESG risks; and opportunities-ertabiities on behalf of clients during
transactions such as mergers and acquisitions.

e Origination — incorporating ESG risks_and opportunities into the origination, structuring, and execution
of structured financial products, derivative hedging strategies, and other financial services.

e Underwriting (private placement) — assessing £ESGcounterparty risks efeeunterpartiesand opportunities
and disclosing them while raising debt or equity.

e Underwriting (public offering) — incorporating ESG factors into the valuation, pricing, and potential
risks and returns of offerings, including an indication of if this is disclosed.

e Research — incorporating ESG risks and opportunities into sell-side equity research.

—2.24 The registrant shall discuss how it incorporates ESG metrics into its quantitative financial analysis and
modeling, including what metrics, standards, benchmarks, or datasets are used and how they are
wetghedconsidered alongside traditional financial metrics in valuation and pricing.

-3.25 The registrant may choose to disclose quantitative data related to its Equator Principles (EP IIl)
implementation, such as the number of projects screened according to Equator Principles (or equivalent) by EP
Category.

-4.26 The registrant may choose to disclose a qualitative description of its EP Ill implementation, including, at a
minimum: (1) how concepts have been incorporated into the bank’s credit and risk management policies and
procedures; (2) responsibility for implementation within the bank; and (3) internal adoption processes and
implementation efforts and timetables, as well as staff training to ensure that bank staff are fully informed of
the standards.

-45.27 The registrant may choose to disclose quantitative data related to its Carbon Principles implementation, such
as the number of coal plant power plants financed and the percentage subject to Carbon Principles screening.
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Management of the Legal & Regulatory Environment

Description

The regulatory environment surrounding the investment banking and brokerage industry continues to evolve both
nationally and internationally. Companies are subseguenth-required to adhere to a complex and_often inconsistent set
of rules relating to both performance and disclosure on issues including insider trading, anti-trust, price fixing, and
market manipulation. In addition, investment banking and brokerage companies are subject to rules against tax
evasion, fraud, money laundering, and corrupt practices. Finally, enhanced rewards for whistle blowers established
under the Dodd-Frank act may lead to an increase in the number of complaints brought to regulators. Firms that are
able to manage these regulatory concerns and ensure compliance will be better positioned to protect shareholder

value and limit future liabilities.

Accounting Metrics
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TA02-16-01. Total amount of losses as a result of legal proceedings associated with fraud, anti-trust, anti-
competitive, market manipulation, malpractice or other industry regulations

.29 The registrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings

associated with fraud, anti-trust, anti-competitive, market manipulation, malpractice or other related financial

industry laws or regulations.

.30 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the registrant was involved.

.31 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.32 The losses shall exclude legal fees incurred by the registrant.

.33 The scope of disclosure shall include legal proceedings associated with enforcement of financial industry

regulations promulgated by U.S. and foreign regulatory authorities. Such regulatory authorities may include, but

are not limited to:

e The U.S. Securities and Exchange Commission (SEC)

e The Commodities Futures Trading Commission (CFTC)

e The Financial Industry Regulatory Authority (FINRA)

e FEuropean Commission

e Financial Conduct Authority (FCA)

e Federal Reserve Board

e The Office of Comptroller Currency (OCQ)

e The Financial Crimes Enforcement Network (FInCEN)

e Consumer Financial Protection Bureau (CFPB)

e Federal Deposit Insurance Corporation (FDIC)
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.34 Disclosure shall also include enforcements related to activities adjudicated by federal requlators with an

enforcement mandate broader than the financial industry, such as:

e The Foreign Corrupt Practices Act enforced by the U.S. Department of Justice

e The Specially Designated Nationals List enforced by the U.S. Treasury Department through its Office of
Foreign Asset Control (OFAQ)

e Foreign Account Tax Compliance Act (FATCA) enforced by the U.S. Internal Revenue Service (IRS)

Note to TA02-16-01

.35 The registrant shall briefly describe the nature (e.q., judgment or order issued after trial, settlement, guilty plea,

deferred prosecution agreement, non-prosecution agreement) and context (e.qg., fraud, anti-trust, market
manipulation, etc.) of all losses as a result of legal proceedings.

.36 _The reqistrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

TA02-16-02. Description of the whistleblower policies and procedures

.37 The registrant shall describe the processes and policies that are set forth within its whistleblower program
including but not limited to internal compliance programs, whistleblower hotline (e.g., is it managed by an
independent third-party), reference to and publication of hotline (e.g., corporate compliance manuals, code of

ethics, etc.) whistleblower incentives for reporting violations, and multiple methods for submitting tips.

.38 Disclosure shall discuss the registrant’s compliance with applicable whistleblower regulations including but not

limited to Section 806 of the Sarbanes-Oxley Act, 18 U.S.C. 1514A and Consumer Financial Protection Act 12
U.S.C. 5567.

.39 Disclosure shall discuss any violations of whistleblower requlations and any corrective actions the registrant has

implemented as a result of the violations.

.40 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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Professional Integrity

Description

The business model of investment banking and brokerage companies is dependent on the development of client trust
and loyalty. To ensure long-term, mutually beneficial relationships, companies need to provide services that satisfy the
highest professional standards of the industry which makes professional integrity an important governance issue.
Therefore, companies in this industry should take measures to avoid conflicts of interest, misrepresentation, and

negligence, including training employees adequately and implementing policies and procedures to ensure employees
provide advice and distribute data free from bias and error. At the same time, professional integrity pertains to
following a code of ethics with respect to transparency and disclosure. These measures are important both for

strengthening a company'’s license to operate as well as for attracting and retaining clients. Failure to comply with

professional standards can harm not only the clients who rely on the advice, data, and key services these companies
provide, but may also hurt shareholders. Investment banking and brokerage companies could not only face legal
penalties related to such actions, but also incur significant negative impacts on revenue from reputational damage. To
maintain professional integrity, investment banking and brokerage companies need to ensure that employees have
adequate training as well as know and adhere to applicable financial industry regulations. To comply with Financial
Industry Regulatory Authority (FINRA) rules, employers need to ensure that they are aware of any past record of
violation of their employees who are involved in communications and providing advice to clients. Companies need to
provide clients with transparent and complete information regardless of the products sold or services provided.
Therefore, a description of management’s approach to assuring professional integrity and duty of care would help

investors understand risk exposure as well as any processes in place to avoid misconduct. Additionally, disclosure of

the company’s amount of legal and regulatory fines and settlements would provide a clearer picture of the extent to

which financial institutions are adhering to requlatory norms.

Accounting Metrics

TA02-19-01. (1) Number and (2) percentage of the registrant’s covered employees with record of
investment-related investigations, consumer-initiated complaints, private civil litigations, or other
regulatory proceedings

.42 The registrant shall provide the total number of “covered employees” with a record of investment-related

investigations, consumer-initiated complaints, private civil litigations, and other regulatory proceedings.

43 "Covered employees” are defined as the registrant’s employees subject to filing the following forms:

e Form U4 (Uniform Application for Securities Industry Registration or Transfer) with the Central
Registration Depository (CRD) of the Financial Industry Regulatory Authority (FINRA)

e Form U5 (Uniform Termination Notice for Securities Industry Reqistration) with the CRD of the FINRA

e Form U6 (Uniform Disciplinary Action Reporting Form) with the CRD of the FINRA

e Form BD (Uniform Application for Broker-Dealer Registration) with the Investment Adviser Registration

Depository (IARD) of the U.S. Securities and Exchange Commission (SEC)

e Form BDW (Uniform Request for Broker-Dealer Withdrawal) with the IARD of the SEC
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.44 The registrant shall include all “covered employees” that were employed by the registrant at any time during the

fiscal year in the calculation.

A5 Investment-related investigations, consumer-initiated complaints, private civil litigations, and other reqgulatory
proceedings include those disclosed by a covered employee on Form U4 in section 14, Form U5 in section 7,
Form U6, Form BD, and Form BDW.

.46 The registrant shall calculate the percentage of “covered employees” with a record of investment-related
investigations, consumer-initiated complaints, private civil litigations, and other requlatory proceedings

represent.

e In the numerator, the registrant shall include all the “covered employees” with record of investment-
related investigations, consumer-initiated complaints, private civil litigations, and other regulatory
proceedings that were employed by the registrant at any time during the fiscal year.

= In instances where the first investment-related investigation, consumer-initiated complaint, private civil
litigation, and other regulatory proceeding involving the “covered employee” occurs at the time of
employment with the registrant, and when the instance requires filings an update to the
aforementioned forms, the registrant shall include these ‘covered employees’ in the numerator.

e In the denominator, the registrant shall include all the “covered employees” that were employed by

the registrant at any time during the fiscal vear.

Note to TA02-19-01

.47 The registrant shall describe its policies and procedures around supervision and compliance with the industry
regulations requiring “covered employees” to file aforementioned forms.

.48 The reqistrant shall describe how it ensures that “covered employees” file these forms in a timely manner.

.49 The registrant shall include a discussion of how it manages its hiring process of “covered employees” to ensure
that their services provided to clients satisfy the industry’s highest professional standards.

TA02-19-02. Number of mediation and arbitration cases associated with professional integrity and duty of

care

.50 The registrant shall disclose the number of mediation and arbitration cases associated with professional integrity

and duty of care that were filed against the reqgistrant during the fiscal year.

e A mediation is defined as a non-judicial non-binding dispute resolution method in which an impartial
third party mediator facilitates negotiations between disputing parties.

e An arbitration is defined as a non-judicial binding or non-binding dispute resolution method in which
several impartial third-party arbitrators resolve the dispute by majority vote.

.51 Mediation and arbitration cases shall include but are not limited to those filed through the Financial Industry
Regulatory Authority (FINRA) or the American Arbitration Association (AAA).
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.52 The scope of disclosure shall include mediation and arbitration cases related to controversies that include but are
not limited to breach of contract, promissory notes, commissions, clearing disputes, breach of fiduciary duty,

misrepresentation, negligence, and omission of facts.

.53 The scope of disclosure shall exclude mediation and arbitration cases related to wrongful termination,
compensation, and discrimination or harassment controversies.

.54 The registrant shall break down the number of mediation and arbitration cases by counterparty as following: (1)
clients; (2) employees; and (3) other parties.

TA02-19-03. Total amount of losses as a result of legal proceedings associated with professional integrity
and duty of care

.55 The registrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings
associated with professional integrity and duty of care.

e The scope of disclosure includes the Rules of the Financial Industry Regulatory Authority (FINRA).

.56 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an
arbitrator, or otherwise, in which the registrant was involved.

.57 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal
actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or
individual).

.58 The losses shall exclude legal fees incurred by the registrant.

Note to TA02-19-03

.59 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,
deferred prosecution agreement, non-prosecution agreement) and context (e.g., fraud, anti-trust, market

manipulation, etc.) of all losses as a result of legal proceedings.

.60 The registrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.

TA02-19-04. Description of management approach to assuring professional integrity and duty of care

.61 The registrant shall discuss its policies to assure professional integrity, where:

e The scope of disclosure includes aspects of professional integrity and duty of care related to

negligence, breach of fiduciary duty, misrepresentation, omission of facts, and malpractice.

.62 Assurance of professional integrity and duty of care may include, but is not limited to, policies, training, and
implementation of codes of ethics as well as investigations, enforcements, and disciplinary procedures relating
to:
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e Conflicts of interest, such as mitigation and transparency of potential or perceived conflicts, including,
but not limited to, instances related to FINRA's rules 2241, 2242 and 2310(b)(3).

e OQversight of advisory services and recommendations

e Disclosure shall include, but is not limited to, instances related to FINRA's rule 2110

e Maintenance and reporting of accurate data

= Disclosure shall include, but is not limited to, instances related to FINRA's rule 6893

Protection of confidential business information, including accuracy, retention, and destruction of

business records and documents

e Fair pricing

= Disclosure shall include, but is not limited to, instances related to FINRA's rule 2121.

e Employee training on relevant requlations

= Disclosure shall include, but is not limited to, instances related to FINRA's rule 1250(b).

e Processes for internal investigations for malpractice or negligence

= Disclosure shall include, but is not limited to, instances related to FINRA’s rules 3110 and 3120.

.63 The registrant shall discuss compliance with industry best practices, including codes of conduct and codes of

ethics, as a measure of its management approach to ensuring quality of work and professional integrity.

e The registrant shall discuss its approach to ensuring compliance with sections 2010 and 2200 of the
FINRA manual.

.64 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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Systemic Risk Management

Description

The reeent2008 financial crisis artieutateddemonstrated the importance of managing risks to capital in the investment
banking and brokerage industry. Specifically, firms that failed to ensure adequate capital reserves and liquidity were
unable to protect shareholder value and contributed to a significant market disruption. The systemic nature of the risk
results from the interconnectedness of financial institutions and has become a central concern of federal and
international regulators. As a result, many banks are required to undergo supervisory stress tests to evaluate whether
the company has the capital and liquidity to absorb losses, continue operations, and meet obligations in the event of
adverse economic and financial conditions. In an effort to demonstrate how these risks are being managed,

investment banking and brokerage companies should enhance disclosure on metriesinrelading-theresults-efanauat-
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hritsquantitative and qualitative metrics measuring how well companies are positioned to absorb shocks arising from

financial and economic stress and meet stricter requlatory requirements.

Accounting Metrics
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TA02-21-01. Global Systemically Important Bank (G-SIB) score by category

.66 The registrant shall disclose its Global Systemically Important Bank (G-SIB) score for the following categories: (1)
Size; (2) Cross-jurisdictional activity; (3) Interconnectedness; (4) Substitutability; (5) Complexity; (6) Overall score.

.67 The G-SIB scores are defined and shall by calculated according to the methodology established by the Bank of
International Settlement’s (BIS) Basel Committee on Banking Supervision (BCBS) in Global systematically
important banks: updated assessment methodology and the higher loss absorbency (HLA) requirement, July
2013.

e The set of indicators used in calculation of the G-SIB score is outlined by the BCBS in the Reporting
instructions and the Reporting template.

= The reqgistrant shall refer to the Reporting instructions and the Reporting template for the relevant fiscal

ear.

e The G-SIB score calculation is provided by the BCBS in the technical summary. The BCBS further
provides:

= Denominators used for score calculation for the relevant fiscal year

= The cut-off score used to identify the G-SIBs and bucket thresholds used to allocate G-SIBs to buckets
for the purposes of calculating the specific HLA requirements for each institution

.68 If the G-SIB score is not available at the time of issuance of the annual report for the respective fiscal year, the

registrant shall disclose the latest available G-SIB score.

.69 The registrant shall consider the above references used to determine the G-SIB score normative references, thus
any updates made shall be considered updates to this guidance.
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Note to TA02-21-01

.70 The registrant shall describe whether it obtains the score from the relevant supervisory authority after reporting

the indicators used in calculation of the G-SIB or calculates the score internally using the BIS’s methodology.

.71 The reqistrant shall describe whether its relevant regulatory authority requires the registrant to report the data

required for the G-SIB calculation or the registrant chooses to report the data voluntarily.

TA02-20-01. Discussion of how results of mandatory and voluntary stress tests are integrated into capital
adequacy planning, long-term corporate strategy, and other business activities

.72 The registrant shall discuss how Stress Tests and Capital Planning reports inform the firm’s decisions and are

integrated into capital planning, long-term corporate strategy and other business activities.

e Stress tests include but are not limited to:

= Comprehensive Capital Analysis and Review (CCAR)

= Dodd-Frank Act supervisory stress testing

= The Bank of England stress test

= The European Union-wide banking stress testing

= Monetary Authority of Singapore Annual Industry-Wide Stress Testing exercise

= The China Banking Regulatory Commission’s (CBRC) Regulatory Consistency Assessment Programme

(RCAP)

= Australian Prudential Regulation Authority (APRA) industry stress test

.73 The reqistrant shall discuss how environmental, social and governance (ESG) factors inform the quantitative and

qualitative aspects of the stress tests’ modelling and analysis.

.74 The reqistrant shall discuss how the stress test results inform its approach with respect to its ESG strateqy.

.75 The registrant may disclose its stress test results along with the discussion.

.76 _The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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Employee Incentives & Risk Taking

Description

Employee compensation in the investment banking and brokerage industry can incentivize short-term or long-term
performance. Structures that focus on the short term are likely to encourage risk-taking and present adverse
implications for long-term corporate value. Concern over this issue has led to increased regulatory and shareholder
scrutiny since the financial crisis. Subsequently, improved disclosure of employee compensation, focusing on the use
of performance metrics and variable remuneration, policies around clawback provisions, supervision, control, and
validation of traders' pricing of Level 3 assets, will provide shareholders with a clear understanding of how investment

banking companies are protecting corporate value.

Accounting Metrics
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TA02-13-01. Percentage of total remuneration that is variable for Material Risk Takers (MRTs)

.79 The reqistrant shall disclose the percentage of remuneration of its employees classified as Material Risk Takers
(MRTs) that is variable.

e The registrant shall classify its employees as MRTs in accordance with the guidelines defined in the
Commission Delegated Regulation (EU) No 604/2014 of 4 March 2014 supplementing Directive
2013/36/EU of the European Parliament and of the Council with regard to regulatory technical
standards with respect to qualitative and appropriate guantitative criteria to identify categories of staff
whose professional activities have a material impact on an institution's risk profile.

e The registrant shall use the definition of fixed remuneration which is described in the Section 7 of the
European Banking Authority Guidelines on sound remuneration policies.

e Variable remuneration is defined as all remuneration which is not fixed.

.80 The reqistrant shall calculate the percentage by dividing the aggregate amount of the variable remuneration (in

U.S. dollars) of the reqistrant’s MRTs by the aggregate amount (in U.S. dollars) of the total remuneration of the
registrant’s MRTs.

.81 The registrant should disclose the percentage of total remuneration that is variable for employees not classified
as MRTs.

.82 The registrant should disclose the number of employees classified as MRTs. The disclosure should be provided at
the Group level and broken down by geographic segment.

e The disclosure should be provided only if the number of MRTs is above 10.
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.83 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.

Note to TA02-13-01

.84 The registrant shall discuss its remuneration policies for MRTs.

.85 The discussion shall include but be not limited to: (1) regulatory environment regarding employee remuneration

the registrant operates in and whether it is required to have certain remuneration policies in place, where the

registrant shall discuss whether remuneration policies it has are the result of requlatory requirement or are

adopted voluntarily as the best industry practice; (2) the performance objectives for the institution, business

areas and staff; (3) the methods for the measurement of performance, including the performance criteria; and

(4) the structure of variable remuneration, including where applicable the instruments in which parts of the

variable remuneration are awarded.
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-82-For both employee categories, the registrant shall calculate the percentage as the amount of total compensation

that is subject to a malus clause, a clawback clause, or another ex post adjustment.

TAO02-13-02. Percentage of variable remuneration of Material Risk Takers (MRT) to which malus or

clawback provisions were applied

.87 The registrant shall disclose the percentage of the variable remuneration of employees classified as Material Risk

Takers (MRTs) to which malus or clawback provisions were applied during the fiscal year.

e The registrant shall classify its employees as MRTs in accordance with the guidelines defined in the
Commission Delegated Regulation (EU) No 604/2014 of 4 March 2014 supplementing Directive
2013/36/EU of the European Parliament and of the Council with regard to regulatory technical
standards with respect to qualitative and appropriate quantitative criteria to identify categories of staff
whose professional activities have a material impact on an institution's risk profile.

e The registrant shall use the definition of fixed remuneration which is described in the Section 7 of the
European Banking Authority Guidelines on sound remuneration policies.

e Variable remuneration is defined as all remuneration which is not fixed.

e Malus and clawback provisions are defined as explicit ex post risk adjustment mechanisms where the
registrant adjusts remuneration of the MRTs based on mechanism which include but are not limited to
lowering awarded cash remuneration or reduction of the number or value of the instruments awarded.

.88 The registrant shall calculate the percentage by dividing the aggregate amount of the variable remuneration (in
U.S. dollars) of the registrant’s MRTs to which malus or clawback provisions were applied by the aggregate
amount (in U.S. dollars) of the variable remuneration of the registrant’s MRTs, prior to malus or clawback
provisions were applied.

.89 The registrant should disclose the percentage of the variable remuneration of employees not classified as MRTs
to which malus or clawback provisions were applied during the fiscal year.

.90 The registrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.
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Note to TA02-13-02

.91 The registrant shall discuss whether its initial ex ante adjustments were sufficient in risk mitigation (e.g. whether

risks have been omitted or underestimated or new risks were identified or unexpected losses occurred.

.92 The registrant shall discuss whether it is required to have certain malus or clawback policies in place, where the

registrant shall discuss whether malus or clawback policies it has are the result of requlatory requirement or are

adopted voluntarily as the best industry practice.

TA02-14-01. Discussion of the company’s policies around supervision, control and validation of traders'

pricing of Level 3 assets and liabilities

.94 The registrant shall disclose its policies regarding the supervision, control, and validation processes for the pricing

of Level 3 assets and liabilities.

e level 3 assets and liabilities are those whose values are based on prices or valuation techniques that

require use of unobservable, Level 3, inputs which are defined by the Financial Accounting Standards
Board'’s (FASB) Fair Value Measurements and Disclosures (Topic 820), No. 2010-06, January 2010.

.95 The registrant shall disclose its policies on supervision of pricing of Level 3 assets and liabilities by traders to avoid

intentional mispricing of assets.

.96 The registrant shall disclose its controls and validation mechanisms for assumptions and inputs used for the

pricing of Level 3 assets and liabilities.
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.97 The reqistrant shall disclose the structure of incentive packages for employees responsible for the valuation,
controls and supervision of the estimates used for the pricing of Level 3 assets and liabilities.

.98 The reqistrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.
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Sustainability Accounting Standard
About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for

implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Asset Management &
Custody Activities industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Asset Management & Custody Activities industry is comprised of companies that manage investment portfolios on

a commission or fee basis for institutional, retail, and high net worth investors. Investment management activities

include equities, fixed income, mixed asset, and hedge fund investments. In addition, firms in this industry provide

wealth management, private banking, financial planning, and investment advisory and retail securities brokerage

services. Specific companies are engaged in venture capital and private equity investments. The industry provides an

essential service in assisting a range of customers to meet specified investment goals. However, the 2008 financial

crisis and subsequent requlatory developments highlight the social impact of the industry in terms of providing fair

advice to customers and managing risks at the entity and economy-wide levels. In addition, the collective impact of

the industry on the allocation of capital creates a responsibility to integrate sustainability factors in investment

decisions and management.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Asset Management & Custody Activities industry, the SASB has identified the following sustainability disclosure
topics:

e Transparent Information & Fair Advice for Management & Advisory

Customers e Management of the Legal and Regulatory
e Employee Inclusion Environment
e Integration of Environmental, Social, and ¢ Systemic Risk Management

Governance Risk-Factors in Investment

e . . .
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB's Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

® https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,

available for download via https:/library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.

Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

©SASB2017™  SUSTAINABILITY ACCOUNTING STANDARD | ASSET MANAGEMENT & CUSTODY ACTIVITIES | 90


http://www.sasb.org/approach/conceptual-framework/
https://library.sasb.org/implementation-guide/
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

Total (1) registered and (2) unregistered assets under
management (AUM)12

Quantitative U.S. dollars (S) TA02-36-A

Total assets under custody and supervision Quantitative U.S. dollars (S) TA02-36-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?°

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.

1 Note to TA02-36-A—Registered AUM include those subject to the regulations of the Investment Company Act of 1940 (1940 Act), such
as mutual funds, managed under the Employee Retirement Income Security Act of 1974 (ERISA), subject to the Undertakings for Collective
Investment in Transferable Securities (UCITS) Directive, or managed under the Commodity Futures Trading Commission’s (CFTC's)
Commodity Pool Operator (CPO) regulations. Unregistered AUM are those that do not fall under the definition of the ‘registered AUM'.

20 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Transparent
Information &

Fair Advice for
Customers

Employee
Inclusion

Integration of
Environmental,
Social, and
Governance
Rislk-Factors in
Investment
Management &
Advisory

ACCOUNTING METRIC

(1) Number and (2) percentage of the
registrant’s covered employees with record of
investment-related investigations, consumer-
initiated complaints, private civil litigations, or
other regulatory proceedingst

Amount of fines and settlements associated with
failure to provide adequate, clear, and
transparent information about products and
services?

Description of precedure-or
programsmanagement approach to previde-
adeguate€learand-assuring transparent
information abeutpreductsand-services,-

. R S el ¢

iterestand fair advice for customers

Percentage of gender and racial/ethnic group
representation for: (1) exeestivesdecision-makers
and (2) all ethersother employees23

Percentage of assets under management, by

major asset class, that employ:

(1) Integration of ESG factors

(2) Sustainability themed investing

(3) Screening (exclusionary, inclusionary, or
benchmarked)

(4) Impact or community investing

Discussion of how environmental, social, and
governance (ESG) factors are integrated into
investment analysis and decisions and of how
this integration intersects with fiduciary duties

Description of proxy voting and investee
engagement policies and procedures Pereentage-

of-total-proxiesvetedand-rumberof-proxy-vetes

CATEGORY

Quantitative

UNIT OF
MEASURE

Number,

Quantitative

Discussion and
Analysis

Quantitative

Quantitative

Discussion
and Analysis

Discussion

and

AnalysisQtan
.

Percentage (%)

U.S. dollars (S)

n/a

Percentage (%)

Percentage (%)

n/a

n/aPereentage

Tors<o,

2

CODE

TA02-28-01

FNO103-06

TA02-29-01
ENO103-07

FNB163-65

TA02-27-01

FN0103-16

FN0103-15

TA02-34-01

FNO16317

2! Note to TA02-28-01—The registrant shall describe how it ensures that “covered employees” file FINRA and SEC forms in a timely

manner.

22 Note to FN0103-06—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to

events.

2 Note to TA02-27-01—The registrant shall describe its policies and programs for fostering equitable employee representation across its

global operations.
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
Management of  Amount of legal-and-regulatory-fines-and settiements- Quantitative FNO1O3-08
the Legal & associated-with-financiakfratd-and-percentage that
Regulatory resulted-from-whistieblowing-actions
Environment
Total amount of losses as a result of legal Quantitative U.S. dollars (S) TA02-30-01
proceedings associated with fraud, anti-trust,
anti-competitive, market manipulation,
malpractice or other industry regulations2s
Description of the whistleblower policies and Discussion n/a TA02-30-02
procedures and Analysis
: i g } d : : } f 1
. . . y 2 )
Cgerana-CompHance-o > ’E:g Ciimuissi pereentage-{%)
weresubstantiated?
Systemic Risk {1 Registered and {2} unregislered assels under Quantitative e e
Management managerment Percentage of open-end fund assets {$)Percentage TA02-32-01
under management by category of liquidity %
classification
Discussion of how liquidity risk management Discussion_ n/a TA02-32-02
programs are integrated into portfolio strategy and Analysis
and redemption risk management
Total exposure to securities financing Quantitative U.S. dollars ($) TA02-33-01
transactionsVatue-of-collateralreceived-from- ENO403-11
S5SEiTs R ST Grafior E. CEeivea ,E
Net exposure to written credit derivatives Quantitative U.S. dollars ($) FN0103-12
(2) Ferd-capitalratio doftars-{3)
3T . . .

) Tier 1 .

2> Note to TA02-30-01—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

26_Noteto-FNO10 09— D+ o o ch A de a At ha n o oftha tnaiea m Nt or 1 e A
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Transparent Information & Fair Advice for Customers
Description

Asset managers have legal obligations and fiduciary duties related to record keeping, operating and marketing,
disclosure requirements, and prohibitions on fraudulent activities. Regulations surrounding this industry are intended
to align the interests of companies and their clients and to limit conflicts of interest. This alignment, coupled with the
fact that most asset managers earn fees based on the amount of assets under management, provides a significant
incentive for companies to provide clients with strategies that match their risk-return profiles. Despite required
disclosures, companies still face significant challenges in ensuring that clients understand the nature of risks taken in
investment strategies. £rhanced-disclosure-on-how-firms-are-managing-these—risksEnhanced disclosure on procedures
or programs to provide adequate, clear, and transparent information about products and services, the regulatory
violation record of employees, and amount of fines and settlements associated with professional integrity and duty of
care will provide shareholders with an advanced understanding of long-term value preservation.

Accounting Metrics

TA02-28-01. (1) Number and (2) percentage of the registrant’s covered employees with record of investment-
related investigations, consumer-initiated complaints, private civil litigations, or other requlatory proceedings

.01 The registrant shall provide the total number of “covered employees” with a record of investment-related
investigations, consumer-initiated complaints, private civil litigations, or other regulatory proceedings.

.02 "Covered employees” are defined as the registrant’s employees subject to filing the following forms:

e Form U4 (Uniform Application for Securities Industry Registration or Transfer) with the Central
Registration Depository (CRD) of the Financial Industry Regulatory Authority (FINRA)

e Form U5 (Uniform Termination Notice for Securities Industry Reqistration) with the CRD of the FINRA

e Form U6 (Uniform Disciplinary Action Reporting Form) with the CRD of the FINRA

e Form BD (Uniform Application for Broker-Dealer Registration) with the Investment Adviser Registration
Depository (IARD) of the U.S. Securities and Exchange Commission (SEC)

e Form BDW (Uniform Request for Broker-Dealer Withdrawal) with the IARD of the SEC

.03 The registrant shall include all “covered employees” that were employed by the registrant at any time during the
fiscal year in the calculation.

.04 Investment-related investigations, consumer-initiated complaints, private civil litigations, and other regulatory
proceedings include those disclosed by a covered employee on Form U4 in section 14, Form U5 in section 7,
Form U6, Form BD, or Form BDW.

.05 The registrant shall calculate the percentage of “covered employees” with a record of investment-related

investigations, consumer-initiated complaints, private civil litigations, or other regulatory proceedings by dividing

the numerator by the denominator, using the following:
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e In the numerator, the reqistrant shall include the number of “covered employees” with a record of

investment-related investigations, consumer-initiated complaints, private civil litigations, or other
requlatory proceedings that were emploved by the registrant at any time during the reporting period.

= Ininstances where the first investment-related investigation, consumer-initiated complaint, private civil
litigation, or other regulatory proceeding involving the “covered employee” occurs at the time of
employment with the registrant, and when the instance requires filings an update to the
aforementioned forms, the registrant shall include these ‘covered employees’ in the numerator.

e In the denominator, the registrant shall include number of “covered employees” that were employed

by the registrant at any time during the reporting period.

Note to TA02-28-01

.06 _The registrant shall describe its policies and procedures around supervision and compliance with the industry

requlations requiring “covered employees” to file aforementioned forms.

.07 The reqistrant shall describe how it ensures that the “covered employees” file these forms in a timely manner.

FN0103-06. Amount of fines and settlements associated with the failure to provide adequate, clear, and
transparent information about products and services

-01.08 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with
information transparency, including those related to truthful advertising, transparency of small print, marketing
to vulnerable groups (e.g., small investors), transparency of fees, mis-selling products, overcharging clients, and
legal responsibility of the firm with respect to transparent information and fair advice.

-02.09 Disclosure shall include civil actions (e.qg., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or

individuals).

Note to FN0103-06

93,10 The registrant shall briefly describe the nature (e.g., guilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., advertising-related, breach of contract, negligence, etc.) of the fines and

settlements.

-84.11 _The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

FNO103-07TA02-29-01. Description of precedure-orprogramsmanagement approach to previde-adequate;-
elearand-assuring transparent information abeutpreducts-and-services,includingrisks;-suitability,and-
conflicts-of interestand fair advice for customers

405,12 The registrant shall describe its strategy for communicating information about its products and services to
customers in a clear, transparent manner, including the focus of the content, communication method, frequency

of communication, and responsibility for communication-
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-086.13 Relevant content includes, where applicable, topics such as risk, suitability, investment alternatives, and the
disclosure of conflicts of interest.

e Relevant risks include those related to complex or high-yield products that may be subject to volatility,
credit risk exposure, sensitivity to interest rates, or liquidity concerns, or otherwise may be misaligned
with ehents'client risk tolerance.

e Relevant aspects of suitability are those addressed in FiNRAsthe Financial Industry Regulatory

Authority’s (FINRA) suitability rules, where registrants “and their associated persons must have a

reasonable basis to believe” that a transaction or investment strategy involving securities that they
recommend is suitable for the customer. This reasonable belief must be based on the information
obtained through the reasonable diligence of the firm or associated person to ascertain the customer’s

investment profileeustomersinvestmentprofite-?”,

e Relevant conflicts of interest include those related to services (e.g., research) paid for by elients‘clients’
commissions, the allocation of trades amongst clients, and rules for the registrants-
erpleyeesiregistrant’s employees’ personal accounts (PAs).

.14 The registrant shall describe compliance with industry best practices, including codes of conduct and codes of

ethics, as a measure of its management approach to ensuring high Standards of Commercial Honor and

Principles of Trade and Communications and Disclosures according to sections 2010 and 2200 of the FINRA

manual.

.15 The reqistrant shall describe how its representatives’ compensation structures are linked to incentives for sales of
specific products.

e The discussion shall include but is not limited to any direct linkages between employees’ compensation,

including changes in fixed salaries, bonuses and other awards, and targets for volumes or quantities in

sales of certain products or services.

.16 The registrant may disclose the percentage of total compensation that is variable and directly linked to sales

targets for the relevant pool of employees.

.17 The registrant shall describe communication methods it uses to provide information about its products and

services to clients and prospective clients.

e  Communication methods may-include, but are not limited to, client statements, supplemental

brochures, product prospectuses, website listing, or verbal communications.

-£87.18 The registrant may ehoeese-te-disclose the style of communication_it uses, such as the use of legal disclaimers,

plain English, etc.
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-98.19 Where necessary, the registrant shall describe differences in communication strategies, content, method, etc.,
between retail customers and institutional clients.

-89.20 The registrant shewutdshall describe the-irtern
eommunteatiorscommunication strategy—&ueh—as—t—he—@es—ef—érem—&e%es—legm—aﬁd is developed and

executed, including, but not limited to, internal controls the registrant has in place to ensure compliancesates-

and-marketing-ete_with its communication strategy.
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Employee Inclusion

Description

Asset management and custody activities companies face a high degree of competition for skilled employees. At the
same time, the industry has a low level of diversity, especially among senior roles. In recent years, there have been

several cases of gender discrimination involving publicly listed companies in the industry. As the industry continues to

undergo rapid innovation through the introduction of more complex financial products and computerized algorithmic
and high-frequency trading, the ability of companies to attract and retain employees will likely be increasingly

material, =—aeitea—cs s aniesar e e e S e een s b e s s e a sias b e s e e s s e
ve-tratping-a s - Enhanced disclosure of employee-
engagement-and-diversity-of-employeesBy ensuring gender and racial diversity throughout the organization,

companies are likely to expand their candidate pool. Further, evidence suggests that diverse groups of employees at

asset management companies may increase portfolio return and reduce risk. Enhanced employee diversity disclosure,

especially in decision-making roles, and applicants will allow shareholders to assess how companies in this industry are

managing the risks and opportunities associated with employee development and inclusion.

Accounting Metrics

FNO103-05-TA02-27-01. Percentage of gender and racial/ethnic group representation for: (1)
exeeutivesdecision-makers and_(2) all ethersother employees

.21 The registrant sheuldsummarize-and-shall disclose erapleyeethe percentage of gender representation for all
global operations and the racial and ethnic group representations for U.S. operations for its employees

considered decision-makers and for all other employees.

.22 _The registrant shall classify its employees according to Filing Procedures for the U.S. Equal Employment
Opportunity Commission EEOQ-1 Surveyby-erployee-categery into the following two categories: Decision-makers
and All Other Employees.

e Decision-makers are defined as employees classified in the following tablefermat:EEOQ-1 categories:

Gender{%)} = RaceandEthnicty (%)

Employee-Category Blackor- .
American

Exeeutives/SrManagers

All-ethers

= ENA=

B Apther

= Executives/Senior Officers & Managers

= First/Mid Officers & Managers
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Professionals

e All other employees are defined as all the registrant’s employees not avaitablesclassified as decision-

makers.

-+6.23 The registrant shall categorize the gender of its employees as male, female, or not disclosed/available.

-++.24 The registrant shall classify employees in the U.S. by the racial/ethnic group in the following categories, using

the same definitions noted in the Filing Procedures for the EEO-1 Survey: White, Black or African American,

Hispanic or Latino, Asian, and Other (which includes American Indian or Alaska Native, Native Hawaiian or Other

Pacific Islander, and “Two or More Races” classifications), or not disclosed/available.

.25 Where relevant, the registrant may provide supplemental breakdown of racial/ethnic group representation by

country or region as well as gender and racial/ethnic group representation by country or region.

-45.26_Where racial/ethnic group and/or gender representation percentages are significantly influenced by the
country or region where the workforce is located, the registrant shattprevidemay report data with contextual

disclosure to ensure proper interpretation of results.

+6.27 Whererelevantthe-The registrant may p

gredpchoose to summarize and disclose employee representation by eeuntry-erregion-employee category in the

following table format:

Employee Gender (%) Race and Ethnicity for U.S. Operations (%)
Category
Male Female NA* White Black or Hispanic | Asian Other** | NA*

African or
American | Latino

Decision-

makers

All other

employees

© SASB 2017 ™

SUSTAINABILITY ACCOUNTING STANDARD | ASSET MANAGEMENT & CUSTODY ACTIVITIES | 101



*NA = not available or not disclosed

** QOther includes American Indian or Alaska Native, Native Hawaiian or other Pacific Islander, and “Two or More

Races"” classifications

Note to TA02-27-01

.28 The registrant shall describe its policies and programs for fostering equitable employee representation across its

global operations.

e Relevant policies may include maintaining transparency of hiring, promotion, and wage practices,

ensuring equal employment opportunity, developing and disseminating diversity policies, and ensuring

management accountability for ensuring equitable representation.

e Relevant programs may include trainings on diversity, mentorship and sponsorship programs,

partnership with employee resource and advisory groups, and provision of flexible work schedules to

accommodate employees’ varying needs.

e Relevant aspects of employee representation include, at a minimum, gender and race/ethnicity.

Registrant may disclose other aspects of workforce, such as, age, physical abilities/qualities, sexual
orientation, and religious beliefs, as relevant to local jurisdiction.
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Integration of Environmental, Social, and Governance Risk-
Factors in Investment Management & Advisory

Description

Asset management and custody activities companies maintain a fiduciary responsibility to their clients. These
companies must therefore consider and integrate an analysis of all material issues into investment decisions, including
environmental, social, and governance faeters-(ESG) factors. The process of ESG integration involves consideration of
ESG factors in valuation, modeling, proxy voting, and engagement with investees and, as a result, in investment
decision-making by asset managers. As the management and use of non-financial forms of capital increasingly
contribute to market value, asset management and custody activities companies that fail to address these risks and
opportunities could face diminished returns for clients and ultimately, reduced value for shareholders.

Accounting Metrics

FN0103-16. Percentage of assets under management, by major asset class, that employ: (1) Integration of ESG
factors, (2) Sustainability themed investing, (3) Screening (exclusionary, inclusionary, or benchmarked), (4)
Impact or community investing

-+#.29 The registrant shall consider major asset classes to be equity, fixed income (sovereign and municipal bonds),

cash/equivalents, and other.

-18.30 Assets under management (AUM) shall be defined broadly as per Section 203A of the Investment Advisers
Act of 1940 Section 203A as, “the securities portfolios with respect to which an adviser provides continuous and

regular supervisory or management services."”

-+9.31 Integration of ESG factors is defined as the systematic and explicit inclusion of material ESG factors into
traditional fundamental financial analysis through the use of qualitative risks and opportunities, quantitative
metrics, and the incorporation of ESG variables into models, etc.

20,32 Sustainability themed investing is focused on trends such as climate change or sustainable agriculture.

2+.33 Sustainability themes are exploited through investments in clean tech funds, green bonds, low carbon, and

energy efficiency-focused corporations.

¢ Note: Conventional thematic investing, on the other hand, seeks to identify any trend that may drive
profits within an industry or across industries (e.g., such as high-speed Internet, nanotechnology, etc.).

22.34_Screening of investment is defined by the use of negative, positive, or norms-based selection filters. Negative
(also referred to as exclusionary) screening for risk considerations may occur at the sector or company level, or it
could be triggered by an activity or action. Positive (also referred to as “best in class”) screening includes the
selection of companies (or sectors) that outperform their peers in terms of ESG performance. Norms-based (also
referred to as benchmark) screening is the screening of investments against a minimum set of ESG criteria (e.g.,

selected by the AM, industry best practice, international norms).
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23.35 Impact investing (sometimes referred to as community investing) is characterized by investments in social
enterprises that seek to generate measurable, positive social impact alongside financial returns. Though most
often occurring through private ownership, impact investing may occur in public markets through active
ownership or focused exchange-traded funds (ETF).

24.36_The registrant shall identify and disclose the amount of AUM (in U.S. dollars) broken down by the amount,
employing:

e Integration of ESG factors

e Sustainability themed investing

e Screening (exclusionary, inclusionary, or benchmarked)
e Impact or community investing

25.37 The registrant shall identify and disclose the amount of any AUM managed using more than one ESG
integration strategy (e.g., screening and integration).

26.38 _If the registrant cannot classify its ESG management strategy according to one of the four categories
identified, then it should provide a description of its practices, indicating the key aspects in which it differs from
the categories listed.

FNO0103-15. Discussion of how environmental, social, and governance (ESG) factors are integrated into
investment analysis and decisions and of how this integration intersects with fiduciary duties

-27.39 ESG integration is defined broadly as the incorporation of environmental, social, and governance factors
alongside traditional financial considerations in the range of activities and decision-making processes involved in
managing assets on behalf of a client.

Client Portfolio or Fund Level

-28.40 The registrant shall discuss how it integrates ESG factors when defining its clients’ needs and assessing their
risk tolerance (investment mandate).

29.41 The registrant should discuss how ESG factors are incorporated into its diversification strategies (within an
asset class) at the fund or client portfolio level.

e This may include whether and how the registrant assesses for concentrations of ESG risks or negative
externalities and attempts to mitigate them through the diversification of these risks.

-30.42 The registrant should discuss how ESG factors intersect with, or influence, its view of fundamental factors
(economic conditions, Federal Reserve policy, industry trends, geopolitical risks, etc.)

3+.43 The registrant should discuss how it assesses risks to its funds and/or clients’ portfolios presented by climate
change, natural resource constraints, human rights concerns, or other broad sustainability trends, including the
identification of specific industries of exposure.
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e The registrant should identify specific industries (or sectors) in which it has exposure to risks from broad
sustainability trends, where industries are categorized according to a standard industry classification
system (e.g., GICS, ICB, NAICS, etc.)

e The registrant should quantify its exposure to sustainability risks as the dollar amount of investment in
industries most susceptible to the risks that the registrant has identified or, if available, as a risk-
adjusted exposure (e.g., to cash flow or discount rates) to these industries.

e Climate change risks should be understood to include, but not be limited to, direct regulatory costs
(e.g., emissions trading costs), anticipated shifts in demand, supply chain impacts, damage to physical
assets, capital expenditures requirements for adaptation or greenhouse gas (GHG) emissions
reductions, etc.

e Natural resource constraints risk should be understood to include, but not be limited to, decreased
availability, increased competition, and/or volatility in the availability of water, forestry products, fossil
fuels, and extractives.

e Human rights risks should be understood to include, but not be limited to, operational risks (project
delays or cancellation), legal and regulatory risks (lawsuits or fines), and reputational risks (negative
press coverage and brand damage) associated with violations to basic human rights (i.e., those
enumerated in the U.N. Universal Declaration of Human Rights).

e Other broad sustainability trends include, but are not limited to, high-risk (or predatory) lending,
offshore outsourcing, global supply chains, or shifting population demographics.

-32.44 The registrant should discuss how ESG factors are integrated into its asset allocation practices, including
whether asset classes are allocated—in part—based on sustainability risks/exposures and opportunities particular
to specific asset classes.

e Discussion may include integration in the context of strategic asset allocation (where asset classes are
fixed and rebalanced with periodic management) or tactical asset allocation (where there is a range in
the balance of asset classes with more active management).

Investment or Asset Level

33.45 The registrant shall discuss how it integrates ESG into the selection and/or recommendation process for
individual investments or assets, including—but not limited to—during the following:

e Initial screening for opportunities within the investment mandate of the portfolio or fund

e Conducting qualitative due diligence on management quality, tax and legal compliance, peers, and
business model strength

e Performing technical analysis, including valuation and pricing

e The identification and prioritization of risks to the thesis
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34.46 The registrant shall discuss how it incorporates ESG metrics into its quantitative financial analysis and
modeling, including what metrics, standards, benchmarks, or datasets are used and how they are weighed
alongside traditional financial metrics in valuation and pricing.

-35.47 The registrant shall discuss how ESG integration processes intersect with the registrant’s definition and
understanding of fiduciary duties, including whether the registrant, as a fiduciary, considers ESG integration to
be part of the duty owed to its entrustors (i.e., its clients, the asset owners).

-36.48 The registrant should discuss its strategy of ESG integration into its corporate strategy and organizational
philosophy.

TA02-34-01. Description of proxy voting and investee engagement policies and procedures

.49 The reqistrant shall describe its approach to proxy voting, including but not limited to, its process for making
proxy voting decisions, including its approach to defining materiality, and filing and/or co-filing of shareholder
resolutions.

e The discussion shall include, but is not limited to, elements highlighted in the UN PRI's Reporting
Framework for Direct — Listed Equity Active Ownership:

The scope of the registrant’s voting activities

= The obijectives of the registrant’s voting activities

= How, if at all, the registrant’s voting approach differs among markets

= Whether the registrant has a default position of voting in favor of management in particular markets or
on particular issues

= Whether and how local regulatory or other requirements influence the registrant’s approach to voting

= Whether the registrant votes by proxy or in person by attending annual general meetings (AGMs) (or a
combination of both)

e The registrant shall describe its approach to determining support for proposals including its approach

to defining materiality.

= The scope of disclosure includes Environmental, Social, and Governance (ESG) factors.

e The registrant shall describe how its fiduciary duty to clients is considered in the registrant’s voting

decisions on the proposals covering ESG factors.

e The registrant shall describe how it communicates its proxy voting policy to clients as well as to the
public.

= The registrant may choose to provide the link to its formal proxy voting policy.

.50 The registrant shall describe its process of making proxy voting decisions.

©SASB2017™  SUSTAINABILITY ACCOUNTING STANDARD | ASSET MANAGEMENT & CUSTODY ACTIVITIES | 106



e The discussion shall include but be not limited to the elements highlighted in the UN PRI's Reporting
Framework for Direct — Listed Equity Active Ownership which include:

= Use of internal research team and/or third-party service providers

= Review and monitoring process for service provider recommendations

.51 The reqistrant shall describe its approach to communicating its voting decisions to company management,

including the rationale for voting for/against the management’s recommendations.

.52 The registrant shall describe its approach to engagement on ESG factors.

e The registrant shall describe how its fiduciary duty to clients is considered in the registrant’s

engagements with companies on ESG issues.

e The discussion shall include the elements highlighted in the UN PRI's Reporting Framework for Direct —
Listed Equity Active Ownership which include:

= The registrant’s objectives for undertaking engagement activities.

= Whether the registrant’s engagements related to ESG issues are primarily proactive to ensure that ESG
issues are well managed in a preventive manner, or reactive to address issues that may have already

occurred.

= The outcomes the registrant seeks from engaging with companies on ESG issues (e.g. influencing
corporate practice, improve the quality of ESG disclosure, etc.)

= The registrant’s staff that carries the engagement (e.q., specialized in-house engagement teams, the

analysts, more senior-level roles, etc.)

= The roles of individuals at the engagement target companies the registrant seeks to engage with (e.qg.,
board representatives, chairman, CEO, CR/IR managers).

e The registrant shall describe how it communicates its engagement policy to clients as well as to the
public.

= The registrant may choose to provide the link to its formal engagement policy.

.53 The reqistrant shall describe how the outcomes of its proxy voting and engagement activities inform its

investment decision-making process.

e The discussion shall include the elements highlighted in the UN PRI's Reporting Framework for Direct —
Listed Equity Active Ownership which include:

=  How the reqistrant decides what information to pass on to investment decision-makers.

= How the registrant monitors the use of the information passed-on in investment decision-making.
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.54 The reqistrant shall describe how its proxy voting and engagement activities intersect with the registrant’s

definition and understanding of fiduciary duties, including whether the reqistrant, as a fiduciary, considers ESG

integration to be part of the duty owed to its beneficiaries.

.55 The registrant shall describe its escalation process for engagements when company dialogue is falling.

e The escalation process includes but is not limited to those highlighted in the International Corporate

Governance Network (ICGN) Global Stewardship Principles:

= Expressing concerns to corporate representatives or non-executive directors, either directly or in a

shareholders’ meeting

= Expressing the registrant’s concern collectively with other investors

= Making a public statement

= Submitting shareholder resolutions

= Speaking at general meetings

= Submitting one or more nominations for election to the board as appropriate and convening a

shareholders’ meeting

= Seeking governance improvements and/or damages through legal remedies or arbitration

= Exit or threat to exit from the investment as a last resort

.56 _The registrant shall describe how its ESG engagement strateqy fits into the registrant’s overall engagement
strategy.

.57 The registrant may choose to disclose additional quantitative measures related to its proxy voting and

engagement activities, such as:

e Number of engagements, percentage of those in-person

e Number of staff involved in proxy voting and engagement activities
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Management of the Legal & Regulatory Environment

Description

The regulatory environment surrounding the asset management and custody activities industry continues to evolve
both nationally and internationally. Companies are subseguenthrequired to adhere to a complex and_often
inconsistent set of rules relating to both performance and disclosure on issues including insider trading, clearing
requirements in over-the-counter derivatives markets, and tax evasion. Asset management and custody activities
companies are also subject to strict legal requirements as fiduciaries or custodians for their clients. Firms that are able
to manage these regulatory concerns and ensure compliance will be better positioned to protect shareholder value

and limit future liabilities.

Accounting Metrics
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TA02-30-01. Total amount of losses as a result of legal proceedings associated with fraud, insider trading,
anti-trust, anti-competitive, market manipulation, malpractice or other industry regulations

.58 The registrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings

associated with fraud, insider trading, anti-trust, anti-competitive, market manipulation, malpractice or other

related financial industry laws or reqgulations.

.59 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the reqgistrant was involved.

.60 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.qg., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.g., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.61 The losses shall exclude legal fees incurred by the registrant.

.62 The scope of disclosure shall include legal proceedings associated with enforcement of financial industry

regulations promulgated by U.S. and foreign regulatory authorities. Such regulatory authorities may include, but

are not limited to:

e The U.S. Securities and Exchange Commission (SEC)

e The Commodities Futures Trading Commission (CFTC)

e The Financial Industry Regulatory Authority (FINRA)

e Furopean Commission

e Financial Conduct Authority (FCA)

e Federal Reserve Board

e The Office of Comptroller Currency (OCQC)

e The Financial Crimes Enforcement Network (FInCEN)

e Consumer Financial Protection Bureau (CFPB)

e Federal Deposit Insurance Corporation (FDIC)

.63 Disclosure shall also include enforcements related to activities adjudicated by federal regulators with an

enforcement mandate broader than the financial industry, such as:

e The Foreign Corrupt Practices Act enforced by the U.S. Department of Justice

e The Specially Designated Nationals List enforced by the U.S. Treasury Department through its Office of
Foreign Asset Control (OFAC)
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e Foreign Account Tax Compliance Act (FATCA) enforced by the U.S. Internal Revenue Service (IRS)

Note to TA02-30-01

.64 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,

deferred prosecution agreement, non-prosecution agreement) and context (e.q., fraud, insider trading, market

manipulation, etc.) of all losses as a result of legal proceedings.

.65 The registrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

TA02-30-02. Description of the whistleblower policies and procedures

.66 _The registrant shall describe the processes and policies that are set forth within its whistleblower program

including but not limited to internal compliance programs, whistleblower hotline (e.g., is it managed by an

independent third-party), reference to and publication of hotline (e.g., corporate compliance manuals, code of

ethics, etc.) whistleblower incentives for reporting violations, and multiple methods for submitting tips.

.67 Disclosure shall discuss the registrant’s compliance with applicable whistleblower regulations including but not
limited to Section 806 of the Sarbanes-Oxley Act, 18 U.S.C. 1514A and Consumer Financial Protection Act 12

.68 Disclosure shall discuss any violations of whistleblower regulations and any corrective actions the registrant has

implemented as a result of the violations.

.69 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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Systemic Risk Management

Description

Asset managersmanagement and custody companies have the potential to pose, amplify, or transmit a threat to the

financial system. Liquidity, leverage, and interconnectedness of assets under management are the factors that

highlight exposure to systemic risk for companies in the industry. Total exposure to securities financing transactions

(SFT) provides a measure of a company’s interconnectedness and the extent to which it can absorb shocks arising

from economic stress, whether internal or stemming from other market participants. Moreover, secured lending and

borrowing in the form of SFTs is an important source of leverage for asset managers. Meanwhile, disclosing the

distribution of assets classified under broad buckets of expected liquidity allows for a more granular understanding of

the underlying risk of sudden outflows, i.e. redemption risk. The regulatory environment around the issue of systemic

risk in the Asset Management and custody industry is likely to continue to evolve. Companies in this industry ean-
subsequenthbe-designated by regulators as systemically important financial institutions—Attheugh-theregutatery-
implications-of-this-designation are-yet-to-be-finalizedHfirms-willbe subject to stricter prudential regulatory standards

and oversight by the Federal Reserve Board. Asset managers will likely face limitations relating to risk-based capital,
leverage, liquidity, and credit exposure. In addition, firms will be required to maintain a plan for rapid and orderly
dissolution in the event of financial distress. To demonstrate how these risks are being managed, asset

ranagersmanagement and custody companies should enhance disclosure on key aspects of systemic risk

management_and their ability to meet stricter regulatory requirements.

Accounting Metrics

TA02-32-01. Percentage of open-end fund assets under management by category of liquidity classification

.71 The registrant shall disclose the percentage of open-end fund assets under management (AUM) in (1) highly
liguid investments, (2) moderately liquid investments, (3) less liquid investments, and (4) illiquid investments, as

defined by the Securities and Exchange Commission.

e Open-end funds are defined as a management company which is offering for sale or has outstanding

any redeemable security of which it is the issuer, in accordance to Section 5(a)(1) of the Investment
Company Act.
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e Highly liquid investments are defined as cash and any investment reasonably expected to be

convertible to cash in current market conditions in three business days or less without the conversion
to cash significantly changing the market value of the investment, in accordance to SEC Rule 22e-4,
section lll. C.

e Moderately liquid investments are defined as any investment reasonably expected to be convertible to

cash in current market conditions in more than three calendar days but in seven calendar days or less
without the conversion to cash significantly changing the market value of the investment, in
accordance to SEC Rule 22e-4, section Ill. C.

e less liguid investments are defined as any investment reasonably expected to be sold or disposed of in

current market conditions in seven calendar days or less without the sale or disposition significantly

changing the market value of the investment, but where the sale or disposition is reasonably expected

to settle in more than seven calendar days, in accordance to SEC Rule 22e-4, section lll. C.

e llliquid investments are defined as any investment that may not reasonably be expected to be sold or

disposed of in current market conditions in seven calendar days or less without the sale or disposition
significantly changing the market value of the investment, in accordance to SEC Rule 22e-4, section Il
C.

67.72 The percent shall be calculated as the value in U.S. dollars of open-end fund AUM in respective liquidity
category divided by the registrant’s total open-end fund AUM in U.S. dollars.

+68.73 The registrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

TA02-32-02. Discussion of how liquidity risk management programs are integrated into portfolio strateqgy and
redemption risk management

74 The registrant shall describe how liquidity risk management programs, including requirements set forth by SEC
Rule 22e-4, are integrated into portfolio strategy and redemption risk management.

.75 The reqistrant shall describe its liquidity management process around reducing the risk of funds not meeting
their redemption obligations and mitigating dilution of the interest of fund shareholders.

.76 _The registrant shall describe redemption practices its funds employ.

.77 The registrant shall describe the frequency with which it reviews liquidity risk of its funds.

.78 The registrant shall describe liquidity risk factors it uses in assessing, managing, and reviewing liquidity risk of its
funds.

e The registrant shall describe the scenarios, such as normal and reasonably foreseeable stressed

conditions.

.79 The reqistrant shall describe its funds which are not subject to Rule 22e-4.
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e The registrant shall describe the number of its funds that have redeem-in-kind policies and under what

conditions they will be executed, in accordance with form N-1A.

= Redemption-in-kind is defined as the right to satisfy redemption requests by investors through

distribution of the underlying portfolio assets rather than by selling those assets and handing over cash.

.80 The registrant shall describe its approach to swing pricing, in accordance with form N-CEN, including the

number of funds with policies allowing swing pricing and the number of funds for each given level of maximum

swing.

e Swing pricing is defined as a process of adjusting the net asset value (NAV) of a fund’s shares to pass

on to purchasing or redeeming shareholders more of the costs associated with their trading activity.

.81 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.

TA02-33-01. Total exposure to securities financing transactions

.82 The registrant shall disclose the amount of exposure (in U.S. dollars) to securities financing transactions (SFTs)

including off-balance sheet items.

e SFTs are defined as any transaction where securities are used to borrow cash, or vice versa, including

repurchase agreements (repos), securities lending activities, and sell/buy-back transactions, where

ownership of the securities temporarily changes in return for cash temporarily changing ownership, in
accordance to the Securities Financing Transactions Regulation (SFTR).

e Off-balance sheet items include commitments (including liquidity facilities), whether or not
unconditionally cancellable, direct credit substitutes, acceptances, standby letters of credit and trade
letters of credit, in accordance to the Basel Ill leverage ratio framework and disclosure requirements.

.83 Calculation methodologies shall follow guidance from the Bank for International Settlements’ Revised Basel lll

leverage ratio framework and disclosure requirements, items 32 to 39.

.84 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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FN0103-12. Net exposure to written credit derivatives

.1 The registrant shall calculate its net exposure to written credit derivatives as the maximum notional payout of
written credit derivatives less the maximum notional payout of purchased credit derivatives on the same reference
names, provided:

e the credit protection purchased is on a reference obligation which ranks pari passu with or is junior to
the underlying reference obligation of the written credit derivative in the case of single name credit
derivatives;

e the remaining maturity of the credit protection purchased is equal to or greater than the remaining
maturity of the written credit derivative

.2 For additional guidance the registrant shall refer to paragraph 30 and its accompanying notes in the Basel
Committee on Bank Supervision, Basel Ill leverage ratio framework and disclosure requirements (Basel: Bank for

International Settlements, January 2014).
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CONSUMER FINANCE
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities

laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for

performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The

SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Consumer Finance
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide

3 https:/Awww.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf

4 http://pcacbus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Consumer Finance industry provides loans to consumers. The largest segment of the industry is comprised of

revolving credit loans through credit card products. Additional loan services include auto, micro lending, and student

loans. Some companies in the industry also provide consumer to consumer money transfers, money orders, prepaid

debit cards, and bill payment services. Industry performance is determined by consumer spending, rates of

unemployment, per capita GDP, income, and population growth. Although emerging markets present a considerable

opportunity for growth in the industry, the U.S. remains the largest market for lenders. Recent shifts towards

consumer protection and transparency have and will continue to align the interests of society with those of long-term

investors. Companies will therefore not be able to maximize financial capital unless social capital is managed

effectively. Firms that are able to navigate new reqgulations will be better positioned to protect shareholder value in the
long term.

Note: The SASB Consumer Finance (FN0201) Standard is limited to the abovementioned consumer finance services. A
separate SASB accounting standard addresses the sustainability issues for mortgage finance activities.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Consumer Finance industry, the SASB has identified the following sustainability disclosure topics:

oFi aHnelusi R ible Lending & DebtF ;

e Customer Privacy

o CustomerPrivaey-&Data Security

e Selling Practices

oF inf ion-& FairAdvicef
Customers
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB's Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management’s Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e  Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'®

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

Number of uni ith tive (1 dit -
umber of unique consumers with an active (1) credi Quantitative Number TA02-41-A

card account, (2) pre-paid debit card account1?

Number of (1) credit card accounts, (2) pre-paid debit
card accounts

Quantitative Number TA02-41-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?°

Estimates

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 Note to TA02-41-A— For joint accounts, the registrant shall include the number of customers whose personally identifiable information

(PIl) it collects.

20 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
Fesmeial Revenue-from-creditand-debit products-targeting Quantitative ENO201-04
tnelusion wrbarked-and-underbanked-segrents
; : fect i1 . ; o ENO261-02
helders
M Number of account holders whose information is Quantitative Number TA02-38-01
Privacy used for secondary purposes, percentage who
have opted in2t
Total amount of losses as a result of legal Quantitative U.S. dollars (S) TA02-38-02
proceedings associated with customer privacy?2
Gb!&temer— Number of data security breaches-and, Quantitative Number-{#)- st
&_I ”Dh Eltr-iy s it percentage involving customers’ personally pereentage, TA02-39-01
ata >ecurity identifiable information_(PIl), number of Percentage (%)
customers affected?3
Ametrtot-frauddlent-transaeton-actvity- Quantitative U.S. dollars ) FRoi o
pereentageCard-related fraud losses from: (1) pereentage- TA02-38-03
card-not-present fraud and (2) card-present and {%)(S)
other fraud
Description of data security and fraud Discussion n/a FNG204-05
prevention efforts related to new and emerging and Analysis TA02-38-04

technologies and/or new and emerging threats

Custerpers
dellars{$)
Responsible- For-custorners with FICO scores above and-below-640-  Quantitative S dollars {5} FNO20108
X)-averageAPR

2! Note to TA02-38-01—The registrant shall discuss its policies and practices regarding the manner in which it discloses the use of customer
data for third party use to customers, including the nature of its opt-in policy.

2 Note to TA02-38-02—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

2 Note to FN6201-63—TA02-39-01—Disclosure shall include a description of corrective actions implemented in response to data security
reidents-orthreats-breaches

24 Noteto-FNO201-06 D o
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE
Llin_g_ Percentage of remuneration for covered Quantitative Percentage (%) TA02-40-01
Practices

employees that is variable and linked to the
amount of products and services sold26

Approval rate for (1) credit and (2) pre-paid Quantitative Percentage (%) TA02-40-02
products for applicants with FICO scores above
and below 66027

(1) Average fees from add-on products; (2) Quantitative U.S. dollars (S), TA02-40-03
average APR; (3) average age of accounts; (4) Percentage (%),

average number of trade lines; (5) average Months

annual fees for pre-paid products for customers Number, U.S.

with FICO scores above and below 660 dollars (S)

(1) Number of complaints filed with the Quantitative Number, TA02-40-04
Consumer Financial Protection Bureau (CFPB); Percentage (%)

(2) percentage with monetary or non-monetary
relief; (3) percentage disputed by consumer; (4)
percentage resulted in investigation by the CFPB

Total amount of losses as a result of legal Quantitative U.S. dollars (S) TA02-40-05
proceedings associated with selling and servicing
of products2é

26 Note to TA02-40-01—The registrant shall describe remuneration practices for covered employees, including the link to characteristics of
products sold, the process for setting sale targets, and benefits/penalties associated with meeting/missing the targets.

2’ Note to TA02-40-02—The registrant shall discuss its strategy for minimizing the number of past due and nonaccrual loans in its portfolio.

8 Note to TA02-40-05—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.
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Customer Privacy

Description

The Customer Privacy topic addresses risks and opportunities associated with a company’s internal use of data

supplied by customers for activities that were not the primary purpose for which they were collected (for example, for

use in targeted advertising and/or transfer to third parties). Ensuring the privacy of personal financial data is an

essential responsibility of the Consumer Finance industry. To assess performance on this issue, analysts would benefit

from disclosure from companies on their policies and procedures around the use of private customer data for ancillary

purposes, along with information on legal or regulatory actions taken against the companies that are related to

customer protection and privacy. Consumer finance companies that fail to manage performance in this area are

susceptible to decreased revenues as a result of lost consumer confidence and churn as well as to financial impacts

stemming from legal exposures.

Accounting Metrics

TA02-38-01. Number of account holders whose information is used for secondary purposes, percentage

who have opted in

.01 The reqistrant shall disclose the number of account holders whose customer information is used for secondary

purposes.

e Accounts which the registrant cannot verify as belonging to the same individual shall be disclosed

separately.

e Customer information includes information that pertains to a user’s attributes or actions, including but

not limited to, loan payments, checking account statements, electronic banking transactions or credit

card purchases, records of communications, content of communications, demographic data, behavioral

data, location data, or personally identifiable information.

Demographic data is defined as the quantifiable statistics which identify and distinguish a given

population. Examples of demographic data include gender, age, ethnicity, knowledge of languages,

disabilities, mobility, home ownership, and employment status.

Behavioral data is defined as the product of tracking, measuring, and recording individual behaviors

such as consumers’ buying habits, brand preferences, and product usage patterns, among others.

Location data is defined as data describing the physical location or movement patterns of an individual,

© SASB 2017 ™

such as Global Positioning System coordinates or other related data which would enable identifying an

tracking an individual’s physical location.

Personally Identifiable Information (Pll) is defined as any information about an individual maintained by

an entity, including (1) any information that can be used to distinguish or trace an individual’s identity,

such as name, social security number, date and place of birth, mother’s maiden name, or biometric
records; and (2) any other information that is linked or linkable to an individual, such as medical,
educational, financial, and employment information in accordance with GAO Report 08-536, Privacy:

Alternatives Exist for Enhancing Protection of Personally Identifiable Information."”
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e Secondary purpose is defined as the intentional use of data by the registrant (i.e., not a breach of
security) that is outside of the primary purpose for which the data was collected. Examples of

secondary purposes include, but are not limited to, selling targeted ads, improving own product and

service offerings, and transferring data or information to a third-party through sale, rental, or sharing.

.02 The scope of disclosure shall include the account holders whose customer information is used by the registrant
itself for secondary purposes as well as the account holders whose customer information is provided to affiliates

or non-affiliates, where the customer information would be used for secondary purposes.

o Affiliate is defined as entity that directly or indirectly controls, is controlled by, or is under common

control with the reqistrant.

e Non-affiliates are all entities other than the registrant and its affiliates.

.03 Of the account holders whose customer information is collected and used for secondary purposes by the

registrant or its affiliates and non-affiliates, the registrant shall indicate the percentage that provided opt-in

consent.

e Opt-in is defined as express affirmative consent required to use or share content.

.04 The registrant may choose to discuss what type of customer information is collected, including the extent of
data collected from different groups, and/or the types of secondary purposes for which data is collected.

.05 The reqistrant shall consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

Note to TA02-38-01

.06 _The registrant shall discuss its policies and practices regarding the manner in which it discloses the use of

customer data for third-party use to customers, including the nature of its opt-in policy.

e The scope of discussion shall include:

= The manner in which customer consent was received from the customer with respect to the use of the

customer’s information for secondary purposes.

= The extent of the information disclosed to customers regarding the use of the customers’ information

for secondary purposes, including whether, and how, customers were informed regarding the specific

data the registrant intends use for secondary purposes, the parties which would have access to the

data, and the manner in which the data may be used.

TA02-38-02. Total amount of losses as a result of legal proceedings associated with customer privacy

.07 The reqistrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings
associated with customer privacy.

.08 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an
arbitrator, or otherwise, in which the registrant was involved.
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.09 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal
actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.10 The losses shall exclude legal fees incurred by the registrant.

.11 The scope of disclosure shall include, but is not limited to, legal proceedings associated with enforcement of

financial industry regulations promulgated by U.S. and foreign regulatory authorities:

e The Federal Trade Commission’s Privacy and Gramm-Leach-Bliley Acts

e The Federal Reserve Board's Requlation P

e The E.U.'s General Data Protection Regulation

e Japan's Personal Information Protection Act

e Hong Kong'’s Personal Data (Privacy) Ordinance

Australia’s Privacy Act

Note to TA02-38-02

.12 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,
deferred prosecution agreement, non-prosecution agreement) and context (e.q., disclosure to clients, etc.) of all

losses as a result of legal proceedings.

.13 The registrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

.14 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself would
not compromise the registrant’s ability to maintain data privacy and security.
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CustomerPrivaey-&-Data Security

Description

The Data Security topic addresses risks and opportunities associated with how companies in the industry manage the
safety of data supplied to them by customers, in the context of external threats. Ensuring the privaey-ane-security of
personal financial data is an essential responsibility of the companies in the eersumerfirareeConsumer Finance
industry. To assess performance on this issue, analysts would benefit from disclosure on efforts related to

safequarding data against emerging and continuously evolving cyber-security threats and technologies, actual security

breaches compromising customer’s personally identifiable information, and credit and debit card fraud. Companies
that fail to manage performance in this area are susceptible to decreased revenues ardas a result of decreased-
consumer confidence- o2 i i i

compantesare-protectinglong-term-vatae-_and churn.
Accounting Metrics

FNO201-03-TA02-39-01. Number of data security breaches—and, percentage involving customers’ personally
identifiable information_(PIl), number of customers affected

.16 _The registrant shall calculate and disclose the total number of data security breaches—whieh_identified during the
fiscal year, where:

e Data security breaches are defined as instances of internal and/or external unauthorized acquisition,
access, use, or disclosure of pretectedcustomer information.

e The scope of disclosure shall be limited to data security breaches;eyberseeurityrisks,and-incidents

that resulted in the registrant’s business processes deviating from its expected outcomes for

confidentiality; and integrity;and-avaiabitity.
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-3.17 Disclosure shall be feltew.additional but retbetimitedto-the U-S—Security-and-Exchange-Comraission’s-

{SEScomplementary to the SEC’s CF Disclosure Guidance: Topic No. 2, Cybersecurity.

e At aminimum, thisireludeswheninstances in which the costs or other consequences associated with

one or more known incidents—or the risk of potential incidents—representsrepresent a material event,
trend, or uncertainty that is reasonably likely to have a material effect on the registrant’s results of
operations, liquidity, or financial condition, or would cause reported financial information to not be
necessarily indicative of future operating results or financial condition (e.g., theft of intellectual
property, reduced revenue, increased cybersecurity protection expenditure, litigation costs, etc.).

NOTETO-FNO261-03

.18 The reqistrant shall disclose the percentage of data security breaches in which customers’ personally identifiable

information (PIl) was breached, where:

e Pllis defined as any information about an individual that is maintained by an entity, including (1) any

information that can be used to distinguish or trace an individual’s identity, such as name, Social

Security number, date and place of birth, mother’s maiden name, or biometric records; and (2) any

other information that is linked or linkable to an individual, such as medical, educational, financial, and

employment information.2*

e The scope of disclosure is limited to breaches in which customers were notified of the breach, either as

required by state law or voluntarily by the registrant.

e The registrant may delay disclosure if a law enforcement agency has determined that notification

impedes a criminal investigation until the law enforcement agency determines that such notification

does not compromise the investigation.

.19 The registrant shall disclose the total number of unique customers who were affected by data breaches, which

includes all those whose personal data was compromised in a data breach.

e Accounts which the reqistrant cannot verify as belonging to the same user shall be disclosed
separately.

Note to TA02-39-01

2 Privacy: Alternatives Exist for Enhancing Protection of Personally Identifiable Information, GAO Report 08-536, May 2008.
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—4.20 The registrant shall describe the corrective actions taken in response to specific incidents;—trerdsin-seeurity-
breaches-or-future-seeurity-wheertatnties, such as changes in operations, management, processes, products,

business partners, training, or technology.

45.21 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself
wottdwill not compromise the registrant’s ability to maintain data privacy and security.

.22 The registrant should disclose its policy for disclosing data breaches to affected customers in a timely manner.

FNO201-04-TA02-38-03. Amount-of fraudulenttransactionactivity perecentagefromCard-related fraud
losses from: (1) card-not-present fraud and (2) card-present and other fraud

—+6.23 The registrant shall ealetlatefraudulentactivity-as-disclose the tetalvalue(in-U.S. dellars)-ef-accountholder
transactionsrefunded-te-accountholders{amount (in U.S. dollars) of card-helders)ydueto-fraud-related fraud
losses it incurred during the fiscal year.

“7.24 The seeper eglstran t shall irelude-disclose card-related fraud losses #em—t—he—aﬂau{-heﬂfed—u&e—ef—mvewmg—
i as (1) card-not- present and (2)

e  Card-not-present (CNP) fraud is characterized by the unauthorized use of a credit card number, the
security code printed on the card, and/or the cardholder’s address details for a transaction in a non-
face-to-face setting with a merchant. CNP fraud includes that which is conducted online, through mail,
or over the phone.

e Card-present fraud is characterized by the unauthorized use of a physical credit card for a transaction
in a face-to-face setting with a merchant.

e "Other types of fraud “includes identify theft and any fraudulent transaction that cannot be classified
as CNP fraud.

.25 The reqistrant shall calculate card-related fraud losses as the total value (in U.S. dollars) of account holder
transactions refunded to account holders (card holders) due to fraud.

.26 _The scope shall include losses from the unauthorized use of revolving consumer credit, debit, and pre-paid debit
cards including instances of card-present fraud and instances of CNP fraud, where the registrant is liable for
losses (e.q., such as when a merchant is using a chargeback protection service).
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.27 The scope shall also include transactions determined to be fraudulent that the registrant charged back to
merchants (and/or their acquiring banks), including those related to CNP fraudulent activity.

FNO201-05TA02-38-04. Description of data security and fraud prevention efforts related to new and
emerging technologies and/or new and emerging threats

.28 The registrant shall describe its approach to identifying vulnerabilities in its information systems that pose a data
security threat, where:

e A data security threat is defined as any circumstance or event with the potential to adversely impact

organizational operations (including mission, functions, image, or reputation), organizational assets,
individuals, other organizations, or the nation through an information system via unauthorized access,
destruction, disclosure, modification of information, and/or denial of service;

e Vulnerability is defined as a weakness in an information system, system security procedures, internal
controls, or implementation that could be exploited by a data security threat source.

206.29 The reglstrant shall descnbe&&eus%eme%dam%%&ﬁ%y—%d#ﬁud—p@ﬂ%ﬂ—eﬁeﬁﬁueh—a&p#wak

vulnerabilities it has identified, including, but not limited to, ooera’uonal Drocedures management processes,

structure of products and services,

selection of business partnersy-, employee training, or use of technology.

2%.30 New and emerging technologies with data security and fraud risks include, but are not limited to, near-field
communication (NFC) payment systems, mobile banking, and web-based banking.

22.31 New and emerging threats to data security include, but are not limited to, hacking, social engineering,
malware, and digital eavesdropping.

23.32 New and emerging fraud threats include, but are not limited to, skimming and other card-not-present frauds.

.33 The reqistrant should discuss trends it has observed in type, frequency, and origination of attacks to its data
security and information systems.

.34 Disclosure shall be additional but complementary to the disclosure of preparation, detection, containment, and
post-incident activity according to the SEC’s CF Disclosure Guidance: Topic No. 2, Cybersecurity.

e At aminimum, this includes disclosing when the costs or other consequences associated with one or
more known incidents—or the risk of potential incidents—represents a material event, trend, or
uncertainty that is reasonably likely to have a material effect on the registrant’s results of operations,
liquidity, or financial condition or would cause reported financial information to not necessarily be
indicative of future operating results or financial condition (e.g., reduced revenue, increased
cybersecurity protection expenditure, litigation costs, etc.).

2435 All disclosure shall be sufficient such that it deseribestheregistrant's-data-seeurityand-fraud-prevention-
effortsis specific to the risks the registrant faces, but disclosure itself weutdwill not compromise the

registrantsregistrant’s ability to maintain data privacy and security.
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.36 _The reqistrant may choose to describe the degree to which its management approach is aligned with an external

standard or framework for managing data security, such as:

e ISO/IEC 27001:2013—Information technology—Security technigues—Information security

management systems—Requirements

e "Framework for Improving Critical Infrastructure Cybersecurity, Version 1.1,” January 10, 2017,

National Institute of Standards and Technology (NIST)
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Selling Practices

Description

There are three key elements within the Selling Practices topic, performance on which can materiality impact

company operations and financial condition. First, incentive compensation structure, where company policies may

unintentionally create the risk of selling products and services that are not in the best interest of clients. Second,

transparency of information provided to customers with respect to primary and add-on products. And finally, the

characteristics of the portfolio of products sold, where poor performance on the first two elements could result in a

high concentration of risky products held by customers. Consumer finance companies will continue to face scrutiny

as the Consumer Financial Protection Bureau (CFPB) attempts to ensure transparency and enhanced disclosure. The
CFPB's attention to the industry’s marketing practices as they relate to credit card add-on products (i.e., debt

cancellation, identity theft protection, and credit reporting and monitoring) is demonstrated by recent fines and

enhanced oversight. The ability of consumer finance companies to ensure that customers are provided with

transparent information and fair advice related to these and other products is likely to have material implications.

The disclosure of key characteristics of a lending portfolio, including average fees from add-on products, average

age of accounts, average APR, average number of trade lines, and average annual fees for pre-paid transaction

products will allow shareholders to determine which consumer finance companies are better positioned to protect

long-term value rather than relying on aggressive short-term revenue generation practices.

Accounting Metrics

TA02-40-01. Percentage of remuneration for covered employees that is variable and linked to the amount

of products and services sold

.37 The reqistrant shall disclose the percentage of remuneration of its covered employees accrued during the fiscal

year that is variable.

e Remuneration is fixed where the conditions for its award and its amount:

= are based on predetermined criteria;

= are non-discretionary reflecting the level of professional experience and seniority of staff;

= are transparent with respect to the individual amount awarded to the individual staff member;

= are permanent, i.e. maintained over a period tied to the specific role and organizational
responsibilities;

= are non-revocable; the permanent amount is only changed via collective bargaining or following

renegotiation in line with national criteria on wage setting;

= cannot be reduced, suspended or cancelled by the institution;

= do not provide incentives for risk assumption; and
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= do not depend on performance.

e Variable remuneration is defined as all remuneration which is not fixed.

e Covered employees are defined as individuals employed by the registrant that are engaged in the

activities of directly selling products or services to customers or potential customers. To determine if

the employee is covered the registrant shall utilize the U.S. Equal Employment Opportunity

Commission EEO-1 Job Classification Guide and include employees that fall into the following
categories: (1) Sales Workers; and (2) First/Mid Offs & Mars. — Sales Managers.

.38 The registrant shall calculate the percentage by dividing the aggregate amount (in U.S. dollars) of the variable

remuneration linked to the amount of products and services sold of the registrant’s covered employees by the

aggregate amount (in U.S. dollars) of the total remuneration of the registrant’s covered employees.

Note to TA02-40-01

.39 The disclosure shall include a discussion on how remuneration of covered employees relates to the terms and

conditions of the products and services, such as interest rates, up-front points, or fees.

.40 The registrant shall discuss how performance targets are set and what monetary and non-monetary benefits or

penalties are present for meeting or missing these targets.

.41 The discussion shall include but not be limited to:

e The regulatory environment regarding employee remuneration the registrant operates in and whether

it is required to have certain remuneration policies in place, where the registrant shall discuss whether

remuneration policies it has are the result of requlatory requirements or are adopted voluntarily as the
best industry practice

e The performance objectives for the institution, business areas and staff

e The methods for the measurement of performance, including the performance criteria

e The structure of variable remuneration, including (where applicable) the instruments in which parts of

the variable remuneration are awarded

TA02-40-02. Approval rate for (1) credit and (2) pre-paid products for applicants with FICO scores above
and below 660

.42 The registrant shall disclose the approval rate for its (1) credit and (2) pre-paid products for all applicants, each

broken down by FICO scores below or equal to 660, and above 660.

e Pre-paid products include pre-paid accounts and cards, excluding checking accounts, share draft

accounts or negotiable order of withdrawal (NOW) accounts.
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.43 The reqistrant shall calculate the approval rate as the total number of applications approved from applicants in
the FICO category divided by the total number of applications received from applicants in the FICO category.

.44 The scope of disclosure includes applications the registrant approved or denied during the fiscal year,
regardless of when the application was received.

.45 The reqistrant may choose to summarize the disclosure in the following table:

Approval rate Customers with FICO < 660 Customers with FICO > 660

Credit products

Pre-paid products

Note to TA02-40-02

.46 The registrant shall discuss its short- and long-term strategy around managing performance of its portfolio of
credit and pre-paid products.

e Discussion shall include but be not limited to the reqgistrant’s strateqy for minimizing the number of
past due and nonaccrual loans in its portfolio.

TA02-40-03. (1) Average fees from add-on products; (2) average APR; (3) average age of accounts; (4)

average number of trade lines; (5) average annual fees for pre-paid products for customers with FICO
scores above and below 660

.47 The registrant shall disclose (1) average fees from add-on products (in U.S. dollars), (2) average Annual
Percentage Rate (APR), (3) average age of accounts in months, (4) average number of trade lines, and (5)

average annual fees for pre-paid products (in U.S. dollars) for all customers, each broken down by FICO scores
below or equal to 660, and above 660.

e Add-on products include but are not limited to debt protection, identity theft protection, credit score

tracking, and other products that are supplementary to the credit provided by the card itself and are
offered at additional cost to consumers.

e Pre-paid products include pre-paid accounts and cards, excluding checking accounts, share draft
accounts or negotiable order of withdrawal (NOW) accounts.

.48 The registrant shall calculate the average fees from add-on products as the total amount of revenue generated
from add-on products in the U.S. dollars from customers in each respective FICO category divided by the total
number of the registrant’s customers in the respective FICO category.

.49 The registrant shall calculate the average APR for all accounts assessed interest during the fiscal year as the
annualized ratio of total finance charges to the total average daily balances, against which the finance charges
were assessed (excluding accounts for which no finance charges were assessed).
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e Definition of finance charge and detailed calculation of APR should be consistent with Regulation Z of
the Truth in Lending Act.

.50 The reqistrant shall calculate the average age of accounts (in months) from the date that each active account

was opened until the close of the fiscal year.

.51 The reqistrant shall calculate the average number of trade lines per customer as the total number of trade lines

held by customers in each FICO category divided by the total number of customers in the respective FICO
category.

.52 The registrant shall calculate the average annual fees for pre-paid products as the total amount of revenue

generated from pre-paid products in the U.S. dollars from customers in the FICO category divided by the total

number of the registrant’s customers in the FICO category.

.53 The reqistrant may choose to summarize the disclosure in the following table:

Characteristic Customers with FICO < 660 Customers with FICO > 660

Average fees from add-on products

Average APR

Average age of accounts

Average number of trade lines

Average annual fees for pre-paid
products

TA02-40-04. (1) Number of complaints filed with the Consumer Financial Protection Bureau (CFPB), (2)
percentage with monetary or non-monetary relief; (3) percentage disputed by consumer; (4) percentage
resulted in investigation by the CFPB

.54 The reqistrant shall disclose the total number of complaints filed with the Consumer Financial Protection

Bureau (CFPB) during the fiscal year where the registrant was a defendant in the complaint.

e The scope of disclosure includes complaints filed through the CFPB’s Consumer Complaint Database
page.

.55 The reqistrant shall disclose the percentage of complaints filed with the CFPB that resulted in monetary or non-

monetary relief.

e Monetary relief and non-monetary relief are as disclosed by the CFPB.

e The scope of disclosure includes complaints filed during the fiscal year.

.56 _The reqistrant shall disclose the percentage of complaints filed with the CFPB that were disputed by consumers.
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e Complaints disputed by consumers are as disclosed by the CFPB.

e The scope of disclosure includes complaints filed during the fiscal year.

.57 The reqistrant shall disclose the percentage of complaints filed with the CFPB that resulted in investigation by
the CFPB.

e Complaints resulted in investigation by CFPB are as disclosed by the CFPB.

e The scope of disclosure includes complaints filed during the fiscal year.

.58 The scope of disclosure shall include the complaints filed regarding the following product categories specified
by the CFPB:

e Credit Card or Prepaid Card

e Student Loan Private

e Vehicle Loan or Lease

e Payday Loan, Title Loan, or Personal Loan

e Money Transfer, Virtual Currency or Money Service

.59 The scope of disclosure shall include but is not limited to the following issues specified by the CFPB:

e Selling Practices

e Transparent Information

e Adverting and Marketing

e Fees and Interest

e Add-on Products

e Servicing the Account

e Application Process

e Closing the Account

.60 Registrant may choose to provide breakdown by type of product, issue, and company response type
referencing the CFPB data.
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TA02-40-05. Total amount of losses as a result of legal proceedings associated with selling and servicing
of products

.61 The reqistrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings

associated with selling and servicing of products.

.62 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the registrant was involved.

.63 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.64 The losses shall exclude legal fees incurred by the registrant.

.65 The scope of disclosure shall include, but is not limited to, legal proceedings associated with enforcement of

industry regulations promulgated by U.S. and foreign regulatory authorities:

e The Credit Card Accountability Responsibility and Disclosure Act of 2009 (CARD Act)

e Fair Credit Reporting Act (FCRA)

e Equal Credit Opportunity Act (ECOA)

e Regulation Z - Truth in Lending Act (TILA)

e Unfair, Deceptive and Abusive Acts and Practices (UDAAP)

e Service members Civil Relief Act (SCRA)

e Telephone Consumer Protection Act (TCPA)

e The E.U. Payment Services Directive

e The E.U. Directive on Consumer Rights

Note to TA02-40-05

.66 _The registrant shall briefly describe the nature (e.q., judgment or order issued after trial, settlement, guilty plea,

deferred prosecution agreement, non-prosecution agreement) and context (e.q., fraud, disclosure to clients,

employee compensation, etc.) of all losses as a result of legal proceedings.

45.67 The reqistrant shall describe any corrective actions it has implemented as a result of the legal proceedings.

This may include, but is not limited to, specific changes in operations, management, processes, products,

business partners, training, or technology.
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MORTGAGE FINANCE
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Mortgage Finance
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Mortgage Finance industry provides an essential public good in enabling consumers to purchase homes, and

contributes to the overall home ownership rate. Companies in the industry lend capital to individual and commercial

customers with property as collateral. The primary products are residential and commercial mortgages, while other

services offered include: mortgage servicing, title insurance, closing and settlement services, and valuation. In addition,

mortgage finance firms own, manage, and finance real estate related investments such as mortgage pass-through

certificates and collateralized mortgage obligations. Recent trends in the reqgulatory environment indicate a significant

shift toward consumer protection, disclosure, and accountability. Legislation passed in response to the 2008 mortgage

crisis demonstrates the potential for further alignment between the interests of society and those of long-term

investors.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Mortgage Finance industry, the SASB has identified the following sustainability disclosure topics:

e Environmental Risk to Mortgaged

R ible Londing-& Debi P :

Properties
e Discriminatory Lending
o inf con-& Fair Advi
for Customers + Management-of-the Legal & Regulatery

Environment
e lending Practices
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. ltem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,”
with a section that includes the material topics, performance metrics, and management’s view with respect to
corporate positioning. See SASB's “Mock 10-Ks” for examples of preparing an MD&A using the SASB Standards. '?
Issuers are not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or
in sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | MORTGAGE FINANCE | 162


http://using.sasb.org/mock-10-k-library/

When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and
comparability of the data reported, as appropriate. Such a description might in certain circumstances include a
discussion of the following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA,
etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

(1) Number and (2) value of mortgages originated by
category: (a) residential and (b) commercial

Quantitative Number, U.S. dollars (S) TA02-46-A

(1) Number and (2) value of mortgages purchased by
category: (a) residential and (b) commercial

Quantitative Number, U.S. dollars (S) TA02-46-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Environmental Risk

to Mortgaged
Properties

ACCOUNTING METRIC

(1) Number and (2) value of mortgage loans
in Federal Emergency Management Agency
(FEMA) special flood hazard areas or foreign

equivalent

(1) Amount and (2) percentage of credit risk
for mortgage loans thatis-attributable to
default risk from weather-related natural
catastrophes, by geographic region

Description of how climate change and other
environmental risks are incorporated into
mortgage origination and underwriting

Sescriotion-ofvari :
‘ o

CATEGORY

Quantitative

Quantitative

Discussion and
Analysis

Bi .
Paradysis

UNIT OF

MEASURE

Number-&5-

, U.S. dollars
($)

U.S. dollars
($),
pereentagePerc
entage (%)

n/a

CODE

FNO202-04

TA02-42-01

FN0202-03

FN0202-02
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE
Foreclosurerate-by-segmentsubprime nRon- Quantitative NG202-12
. : .
Discriminatory (1) Number, (2) value, and (3) weighted Quantitative Number, U.S. TA02-44-01
Lending average Loan-to-Value (LTV) ratio of dollars (S)

mortgages issued to (a) minority and (b) all
other borrowers, by FICO scores above and
below 660

Total amount of losses as a result of legal Quantitative

Percentage
%

U.S. dollars (S) TA02-44-02

proceedings associated with discriminatory
mortgage lending2t

Description of policies and procedures for Discussion and n/a TA02-44-03
ensuring nondiscriminatory mortgage Analysis
origination

Lending Practices (1) Number and (2) value of residential Quantitative Number, U.S. TA02-43-01
mortgages of the following types: (a) Hybrid dollars (S)
or Option ARM, (b) Prepayment Penalty, (c)
Higher Rate, (d) Total; by FICO scores above
and below 660
(1) Number and (2) value of residential Quantitative Number, U.S. TA02-43-02
mortgage (a) modifications, (b) foreclosures, dollars (S)

(c) short sales or deeds in lieu of foreclosure,
by FICO scores above and below 660

Total amount of losses as a result of legal Quantitative

U.S. dollars (S) TA02-43-03

proceedings associated with
communications to customers and
remuneration of loan originators22

Description of remuneration structure of Discussion and
loan originators Analysis

Managementofthe Neaprts U neeardlonsioenontin comoatiad) Quantitative
Leg?Jf&-Regeﬂa-ter-y- ” ind ions23

n/a TA02-43-04

2! Note to TA02-44-02—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

22 Note to TA02-43-03—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.

2 Note
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Environmental Risk to Mortgaged Properties

Description

An increase in the frequency of extreme weather events associated with climate change may have an adverse impact
on the mortgage finance industry. Specifically, hurricanes, floods, and other climate change-related events have the
potential to lead to missed payments and loan defaults, while also decreasing the value of underlying assets.
Disclosure of overall exposure, loan forgiveness programs, and the incorporation of climate change into lending
analysis will allow shareholders to determine which mortgage finance firms are best positioned to protect value in
light of environmental risks.

Accounting Metrics

FNO202TA02-42-01. (1) Number and (2) value of mortgage loans in Federal Emergency Management
Agency (FEMA) special flood hazard areas_or foreign equivalent

he-registrant heldsastean-assets;shall

disclose the number and %hevalue&ha#be%h&e&#er%asse%v&u&e#a#&ae#meﬁgage& Fhescope-execludes-
rrertgagesheldforsale,_in U.S. dollars, of mortgage-baekedsecuritiesand-rortgagesservicedby-theregistrant

loans in the registrant’s portfolio underwritten on properties that are located in special flood hazard areas-

(SFHAS, where:

e FEMA Special Flood Hazard Areas (SFHA) are defined as land areas covered by the floodwaters of the
base flood on National Flood Insurance Program (NFIP) mapsrraps—Fre. An SFHA is thean area where
the NFIP’s floodplain management regulations must be enforced; and-the-area where the mandatory
purchase of flood insurance applies. Fre-SFHA-reludesSFHAS include Zones A, AO, AH, A1-30, AE,
A99, AR, AR/A1-30, AR/AE, AR/AO, AR/AH, AR/A, VO, V1-30, VE, and V. Examples of SFHAs include
coastal floodplains, floodplains along major rivers, and areas subject to flooding from ponding in low-

lying areas.

e The scope of disclosure includes mortgages for properties located in the U.S. that are designated by

FEMA as SFHAs as well as mortgages located outside of the U.S.

e For non-U.S. properties that fall outside of the scope of FEMA, the foreign equivalent of SFHAs are

areas that will be inundated by a flood event that has a one-percent chance of being equaled or

exceeded in any given year (i.e., the 100-year floodplain). Examples of similar information for foreign

equivalents include Canada'’s Provincial/Territorial Flood Damage Reduction Programs and the

European Union's Floods Directive.

.01 The number of mortgages shall include the absolute number of first mortgages (1-4 family) and junior lien (1-4

family second mortgages or home equity lines of credit) loans that the registrant holds as loan assets, and the

value shall be the current asset value of all such mortgages.

e The scope excludes mortgages held for sale, mortgage-backed securities, and mortgages serviced by
the registrant.
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.02 The registrant may disclose its risk perception and potential impacts resulting from reclassification of FEMA

SFHAs, including the risk of expansion of such areas into real estate property covered by mortgages owned by
the registrant.

FN0202-03. (1) Amount and (2) percentage of credit risk for mortgage loans thatis-attributable to default
risk from weather-related natural catastrophes, by geographic region

-82.03 The registrant shall disclose the total expected loss (in U.S. dollars) and percentage of total expected loss
given default (in U.S. dollars) attributable to:

e Mortgage loan default and delinguency due to weather-related natural catastrophes, including
meteorological events (e.g., hurricanes and storms), hydrological events (floods), and climatological
events (e.g., heat waves, cold waves, droughts, and wildfires) and excluding geophysical events (e.qg.,
earthquakes and volcanic eruptions).

-83.04 The registrant shall use the basic formula that expected loss is equal to the probability of default multiplied
by the loss given default multiplied by the exposure at default, or equivalent.

-84.05 The registrant shall provide this amount and percentage by geographic region, where regions are determined
by the registrant, but which may include: Gulf Coast, California, Northeast, Mountain, Midwest, etc.

FN0202-02. Description of how climate change and other environmental risks are incorporated into
mortgage origination and underwriting

-65.06_The registrant shall describe how it has incorporated climate change and other environmental risks into its
mortgage origination underwriting processes, where these risks include:

e Theincreased frequency and severity of weather-related natural catastrophes, including meteorological
events (e.g., hurricanes and storms), hydrological events (floods), and climatological events (e.g., heat
waves, cold waves, droughts, and wildfires).

e The occurrence of geophysical events (e.g., earthquakes and volcanic eruptions).

-86.07 Specifically, the registrant shall disclose how and if these risks affect its origination and underwriting models
and decisions, including:

e How the risk impacts the valuation of collateral, such as accounting for inherent risks due to location
or assessing for the implementation of basic adaptive measures (e.g., reinforcement, hurricane
shutters).

e How natural disaster risks affect credit risk analysis, including if the registrant assumes that increases in
natural disaster frequency and severity will increase the likelihood of default due to properties being
un- or under-insured.
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Discriminatory Lending

Description

The Mortgage Finance industry aggregates individual data points to determine the terms and conditions of loans
including key provisions such as the size of the loan, interest rate, up-front points, or other fees. However, the
complex process may result in intentional or unintentional discriminatory lending practices by the mortgage originator.
Discriminatory lending presents significant risks in the form of fines or settlements for violations of regulations such as
the Equal Credit Opportunity Act (ECOA) or Fair Housing Act (FHA), reputational risk, or negative financial
performance due to loan mispricing. Disclosing processes in place to ensure non-discriminatory lending, disclosing the
amount of mortgage lending broken down by minority status along with relevant financial characteristics, and
disclosing the amount of fines and settlements associated with violations of applicable laws and regulations will help

investors to assess company performance. Mortgage Finance companies can reduce the risk of intentional or
unintentional discriminatory lending through the implementation of strong processes, internal controls, and
monitoring the loan portfolio, among other techniques. Proactive companies that develop strong technigues for
preventing discrimination can effectively mitigate the risks associated with discriminatory lending.

Accounting Metrics

TA02-44-01. (1) Number, (2) value, and (3) weighted average Loan-to-Value (LTV) ratio of mortgages issued

to (a) minority and (b) all other borrowers, by FICO scores above and below 660

.11 _The registrant shall disclose the (1) number (2) value, and (3) weighted average Loan-to-Value (LTV) ratio of
mortgage loans issued to minority and all other borrowers, each broken down by FICO score range: (i) below, or

equal to, 660; (ii) above 660 held in the registrant’s portfolio.

e Minority is defined according to the Federal Financial Institutions Examination Council (FFIEC) as: (1) all
races other than White and (2) Whites of Hispanic or Latino origin.

e For mortgage applications where applicants are of one or more race or ethnicity, and/or for applicants
where there are joint applicants of different races or ethnicities, the registrant shall follow
the categorization process used in the FFIEC's Guide to Home Mortgage Disclosure Act (HMDA)

Reporting.

.12 loan-to-value shall be consistent with the FDIC definition found in Part 365 “REAL ESTATE LENDING
STANDARDS" of Rules and Regulations and is calculated as a percentage that is derived at the time of loan
origination by dividing an extension of credit by the total value of the property(ies) securing or being improved
by the extension of credit plus the amount of any readily marketable collateral and other acceptable collateral
that secures the extension of credit. The total amount of all senior liens on or interests in such property(ies)
should be included in determining the loan-to-value ratio. When mortgage insurance or collateral is used in the
calculation of the loan-to-value ratio, and such credit enhancement is later released or replaced, the loan-to-

value ratio should be recalculated.

.13 The reqistrant shall calculate the weighted average LTV by weighting each LTV by the respective loan amount,
and then dividing the sum of the weighted LTVs by the total loan amount.
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.14 Race and ethnicity categories shall be based upon the FFIEC's Guide to HMDA Reporting but classification shall
be done by self-identification (e.g., during the application process).

e Race categories include: American Indian or Alaska Native, Asian, Black or African American, Native

Hawaiian or other Pacific Islander, and White.

e FEthnicity categories include: “Hispanic or Latino” and “Not Hispanic or Latino.”

.15 The scope of disclosure includes first mortgages (1-4 family) and junior lien (1-4 family second mortgages or
home equity lines of credit) loans that the registrant held in its portfolio as the end of the fiscal year; including

those originated and purchased by the registrant.

.16 _The scope of disclosure includes mortgages issued in the U.S.

.17 The registrant may choose to summarize the disclosure in the following table:

Minority borrowers All other borrowers

FICO < 660 FICO > 660 FICO < 660 FICO > 660

Weighted Average LTV

TA02-44-02. Total amount of losses as a result of legal proceedings associated with discriminatory
mortgage lending

.18 The registrant shall disclose the total amount of losses, in U.S. dollars, it incurred as a result of legal proceedings

associated with actual or alleged discriminatory mortgage lending.

.19 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the registrant was involved.

.20 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.21 The losses shall exclude legal fees incurred by the registrant.

.22 The scope of disclosure shall include, but is not limited to, legal proceedings associated with enforcement of
non-discriminatory lending provisions of the Equal Credit Opportunity Act (ECOA), the Fair Housing Act (FHA), or

foreign equivalents.

Note to TA02-44-02
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.23 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,

deferred prosecution agreement, non-prosecution agreement) and context (e.q., fraud, disclosure to clients,

employee compensation, etc.) of all losses as a result of legal proceedings.

.24 The registrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

TA02-44-03. Description of policies and procedures for ensuring nondiscriminatory mortgage origination

.25 The registrant shall describe relevant policies and procedures that ensure non-discriminatory mortgage

origination resulting in comparable terms and conditions of loans including the size of the mortgage, interest

rates, discount points or fees.

e Discriminatory mortgage origination is defined according to the Equal Credit Opportunity Act (ECOA)
which makes it unlawful to discriminate (1) on the basis of race, color, religion, national origin, sex,

marital status, or age; (2) because all or part of the applicant’s income derives from any public

assistance program; or (3) because the applicant has in good faith exercised any right under the

Consumer Credit Protection Act.

e The scope of discussion includes, but is not limited to, how the reqistrant ensures compliance with the

ECOA, the Fair Housing Act (FHA), or foreign equivalents.

e Discount points are defined as fees paid directly to the lender at closing in exchange for a reduced

interest rate.

.26 Relevant policies and procedures include but are not limited to:

e Internal Controls, such as ensuring adequate training of originators, processors, underwriters, and

collection personnel, adequate documentation and recordkeeping, etc.

e Monitoring of Loan Portfolio on Race, Gender, Ethnicity, and other factors

e Disclosures to Borrowers
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Lending Practices

Description

The approach mortgage finance companies take in incentivizing employees, as well as communicating with
customers, is important for multiple reasons. First, the incentive structures and compensation policies of loan
originators may unintentionally encourage them to promote lending products and services that are not in the best
interest of clients. Second, lack of transparent information provided to customers with respect to primary and add-on

products may impact a company’s reputation and invite regulatory scrutiny and costly litigation. Finally, poor
performance on the first two elements could affect the characteristics of the portfolio of products, resulting in a high
concentration of risky products sold. The Mortgage Reform and Anti-Predatory Lending Act established significant
consumer protection laws in the wake of the 2008 financial crisis. The new regulations seek to limit the predatory

lending practices that encouraged qualified and unqualified borrowers to assume subprime mortgages. In addition,

the law prohibits mortgage originators from receiving compensation that is tied to the value of the loan and requires

that additional disclosures be given to borrowers. Mortgage finance companies that are able to provide transparent

information and fair advice are more likely to protect shareholder value. Enhanced disclosure on key elements of

lending practices, including the number and value of residential mortgages of various types and originated to
borrowers with different FICO scores, foreclosure and modification rates, and Loan-to-Value (LTV) ratios of residential

mortgages, will allow shareholders to determine which companies are better positioned to protect value.

Accounting Metrics

TA02-43-01. (1) Number and (2) value of residential mortgages of the following types: (a) Hybrid or Option

ARM, (b) Prepayment Penalty, (c) Higher Rate, (d) Total; by FICO scores above and below 660

.27 The registrant shall disclose the (1) number and (2) value in U.S. dollars of residential mortgage loans of the
following type: (a) Hybrid or Option ARM, (b) Prepayment Penalty, (c) Higher Rate, (d) Total; each broken down
by FICO score range: (i) below, or equal to, 660; (i) above 660 held in the registrant’s portfolio.

e Hybrid or option adjustable-rate mortgages (ARMs) are defined as mortgages with interest rate resets

of less than five years, negative amortization, and/or interest-only payment schedules.

e Higher-rate mortgages are defined as those that are at least 300 basis points above treasuries of

comparable maturity.

e Prepayment penalties are defined as mortgage contracts that include a clause that assesses a penalty if

the mortgage is paid in full within a certain time period.

.28 The number of mortgages shall include the absolute number of first mortgages (1-4 family) and junior lien (1-4
family second mortgages or home equity lines of credit) loans that the registrant holds as loan assets, and the

value shall be the current asset value of all such mortgages.
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.29 The reqistrant may choose to summarize the disclosure in the following table:

Feature Number Loan Value Number Loan Value
— (FICO < 660) (FICO < 660) (FICO > 660) (FICO > 660)

Hybrid or Option ARM

Higher Rate

Prepayment Penalty

Total Residential
Mortgages

TA02-43-02. (1) Number and (2) value of residential mortgage (a) modifications, (b) foreclosures, (c) short
sales or deeds in lieu of foreclosure by FICO scores above and below 660

.30 The registrant shall disclose the (1) number and (2) value in U.S. dollars of (a) modifications, (b) foreclosures, (c)
short sales or deeds in lieu of foreclosure the registrant had in its portfolio of first mortgages (1-4 family) and

junior lien (1-4 family second mortgages or home equity lines of credit) loans during the fiscal year broken down
by FICO score range: (i) below, or equal to, 660; (ii) above 660.

e Modifications are defined as mortgages where one or more of the following was changed from the

original terms: the principal amount, the payment amount, the length of the term of the loan, the

interest rate (e.g., the rate was lowered or changed from a floating to a fixed rate), or the assessment

of fees or penalties.

e Foreclosures are defined as those instances when a borrower has defaulted on a mortgage and sale of

the underlying property asset is forced, through legal or statutory means.

= The scope of disclosure shall include consumer real estate assets that entered foreclosure during the

fiscal year, regardless of whether they were sold or held for sale.

e Short sales are defined as transactions in which the registrant agrees to accept less than the full

amount of the debt owed by the borrower and releases its lien on the asset.

e A deedin lieu of sale is defined as a property asset for which the borrower conveys all interest to the

registrant to satisfy a mortgage loan that is in default and avoid foreclosure.

.31 The registrant may choose to disclose the number and value of principal reduction modifications, as defined by
the Federal Housing Finance Agency, included in the number and value of total modifications.
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.32 The reqistrant may choose to summarize the disclosure in the following table:

Settlement type —N umber —Loa Value N— umber Loan Value
>ettiement type
(F|CO < 660) (F|CO < 660) (F|( O > 660) (HCO > 660)

Modification

Foreclosure

Short Sale/Deed in Lieu

TA02-43-03. Total amount of losses as a result of legal proceedings associated with communications to
customers or remuneration of loan originators

.33 The regqistrant shall disclose the total amount of losses in U.S. dollars it incurred as a result of legal proceedings
associated with communications to customers or remuneration of loan originators.

.34 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an
arbitrator, or otherwise, in which the registrant was involved.

.35 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal
actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.36 The losses shall exclude legal fees incurred by the registrant.

.37 The scope of disclosure shall include, but is not limited to, legal proceedings associated with enforcement of:

e The Requlation Z (Truth in Lending Act) provisions relating to disclosure communications to customers
and remuneration of loan originators, including Subpart D and Subpart E

e The E.U. Guidelines on sound remuneration policies under Articles 74(3) and 75(2) of Directive
2013/36/EU and disclosures under Article 450 of Regulation (EU) No 575/2013

Note to TA02-43-03

.38 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,
deferred prosecution agreement, non-prosecution agreement) and context (e.q., fraud, disclosure to clients,
employee compensation, etc.) of all losses as a result of legal proceedings.

.39 The reqistrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.
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TA02-43-04. Description of remuneration structure of loan originators

.40 The registrant shall disclose how the remuneration of loan officers relates to the terms and conditions of loans,

such as the size of the mortgage loan, interest rates, up-front points or fees, or the ability of the loan to be

securitized.

A1 The registrant shall describe relevant aspects of the remuneration structure, including the use of bonuses,

commissions, pooled compensation, profit-sharing, or other financial incentives for loan originators, officers, or

brokers.

e The registrant shall consider remuneration provided directly to the loan originator from a consumer to

be within the scope of disclosure.

.42 Discussion shall include, but is not limited to:

e The regulatory environment regarding employee remuneration in which registrant operates and

whether it is required to have certain remuneration policies in place, where the registrant shall discuss

whether remuneration policies it has are the result of requlatory requirement or are adopted voluntarily

as the best industry practice;

e The performance objectives for the institution, business areas, and staff;

e The methods for the measurement of performance, including the performance criteria; and

e The structure of variable remuneration, including where applicable the instruments in which parts of

the variable remuneration are awarded.

43 Loan originators are defined per the Federal Reserve’s Regulation Z as persons who, for compensation or other

monetary gain, or in expectation of compensation or other monetary gain, arranges, negotiates, or otherwise

obtains an extension of consumer credit for another person.

44 The scope of disclosure includes the registrant’s employees involved in origination of residential and commercial

mortgage and home equity loans.
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SECURITY & COMMODITY EXCHANGES
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Security & Commodity
Exchanges industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

Security & commodity exchanges operate marketplaces in the form of physical trading floors or electronic platforms

for trading financial securities, commodities or other financial instruments. Companies in the industry primarily

generate revenue from trading and clearing fees accounts. Competition for fees continues to increase with the advent

of alternative trading platforms that offer less expensive trades and provide listing services. Recent trends in the

requlatory environment suggest a greater focus on transparency, risk management, and market stability. These trends

demonstrate the potential for legislation to further align the interests of society with those of long-term investors. As

new policies and market transformations encourage more responsible management of social capital and strong

governance, firms that can address all forms of capital—not just financial—will be better positioned to protect

shareholder value in the future.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings

1. Industry-Level Sustainability Topics

For the Security & Commaodity Exchanges industry, the SASB has identified the following sustainability disclosure
topics:

e Promoting Transparent & Efficient Capital
Markets

e Managing Conflicts of Interest

e Managing Business Continuity &
Technology Risks
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. ltem 503(c) (“Risk Factors™) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,”
with a section that includes the material topics, performance metrics, and management’s view with respect to
corporate positioning. See SASB's “Mock 10-Ks” for examples of preparing an MD&A using the SASB Standards. '?
Issuers are not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or
in sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and
comparability of the data reported, as appropriate. Such a description might in certain circumstances include a
discussion of the following: '

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information. ™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA,
etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

Average daily number of trades executed by product or
asset class

Quantitative Number TA02-48-A

Average daily volume traded by product or asset class Quantitative U.S. dollars (S) TA02-48-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood. '

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE
Promoting Number and average duration of (1) halts Quantitative Number-)-time- FN0203-02
Tra.n_sparent_& related to public release of information and (2) {hetrs), Minutes
DI T auses related to volatilit
Markets P v
Percentage of trades generated from automated Quantitative Percentage (%) FN0203-03
trading systems20
Discussion of alert policy regarding timing and Discussion n/a FN0203-01
nature of public release of information and Analysis
Description of policy to encourage or require Discussion n/a FN0203-04
listed companies to publicly disclose and Analysis
governance, social, and/or environmental
information
Managing Amount of legal and regulatory fines and Quantitative U.S. dollars ($) FN0203-06
Conflicts of settlements associated with fraud, anti-trust,
Interest . L . .
anti- competitive, market manipulation,
malpractice or other business ethics violations2!
Description of process to identify and assess Discussion n/a FN0203-05
conflicts of interest between the exchange’s and Analysis
regulatory obligations and the interests of its
members, its market operations, its listed
issuers, and, in the case of a demutualized self-
regulatory organization (SRO), its shareholders
Mar}aging Number of significant market disruptions and Quantitative Number-#}- FN0203-08
Busu:les% duration of downtime?2 trme{hotrsidays),
Continuity & Hours
Technology Houfs
Risks Number of data security breaches-and, Quantitative Number{#)- FNB263-69
percentage involving customers’ personally pereentagePerce TA02-47-01
identifiable information_(PIl), number of ntage (%)
customers affected?3
Description of efforts to prevent technology Discussion n/a FN0203-07
errors, security breaches, and market and Analysis
disruptions

20 Note to FN0203-03—Disclosure shall include a discussion of risks and opportunities (short and long-term) associated with automated

trading systems including algorithmic or high frequency trading.

21 Note to FN0203-06—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to
events.

22 Note to FN0203-08—Disclosure shall include, for each disruption: the type and extent of the disruption, a discussion of the root cause,

and a description of any corrective actions implemented in response.

2 Note to FNO203-89—TA02-47-01—Disclosure shall include a description of corrective actions implemented in response_to data security
breaches.
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Promoting Transparent & Efficient Capital Markets

Description

Security and commodity exchanges have a responsibility to ensure equal access to capital markets for all investors. As
public markets, these companies play a critical role in efficient capital allocation and reed-teprevidefer-the equal
application of rules to all participants. In addition, companies must manage the release of public information to
prevent asymmetries. Further, with the advent of high frequency trading there is heightened concern that technology
can lead to advantages for certain traders at the expense of others. Disclosure of policies relating to information
releases, halts of trading, and the risks and opportunities associated with algorithmic or high-frequency trading will
allow investors to further understand how security and commodity exchanges are-pretectingprotect shareholder
value.

Accounting Metrics

FN0203-02. Number and average duration of (1) halts related to public release of information and (2)
pauses related to volatility

.01 The registrant shall disclose the number of halts and pauses and a simple average duration (in minutes) of the

duration of each.

.02 Trading halts are defined as when an exchange suspends or delays trading of an equity to allow market
participants to digest information or company developments that may have a material effect on trading activity,

such as:

e Changes related to the financial health of the company

e Major corporate transactions, including restructurings or mergers

e Significant positive or negative information about its products

e Changes in key management individuals

e Legal or regulatory developments that affect the company’s ability to conduct business
¢ When the company releases information without notifying the exchange in advance

e Another company announces an unsolicited tender offer for the company whose stock is now subject
to the trading halt

.03 Trading pauses are defined as when an exchange briefly suspends trading of an equity (e.g., for five minutes)

due to extreme volatility or erratic trading.

.04 The scope of disclosure excludes suspension of trading by the SEC (e.g., due to failure of a company to filing
periodic reports) or market-wide circuit breakers required by the SEC (e.g., due to market wide volatility).

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | SECURITY & COMMODITY EXCHANGES | 198



.05 The registrant shaltmay choose to summarize haksand-pausesthe disclosure in the following tablefermat—Table-

Type Number Duration

FN0203-03. Percentage of trades generated from automated trading systems

.06 Automated or algorithmic trading is defined as the use of electronic platforms for entering trading orders with
an automated algorithm that executes pre-programmed trading instructions.

e This includes high-frequency trading-
e  This excludes program trading-

.07 The percentage of trades shall be calculated as the volume of trades executed (i.e., bought, sold, and sold short)
by an automated algorithm divided by the total volume of trades.

.08 The scope of disclosure includes trades occurring on public stock exchanges, in dark pools, or through other
trading systems.

Note to FN0203-03

.09 The registrant shall identity risks associated with automated or algorithmic trading occurring on its exchange(s)
or in dark pools that it operates, such as regulatory, reputational, volatility, or risks to capital expenditures (e.g.,
risk that data centers become stranded assets if the need for latency declines).

.10 The registrant shall identity opportunities associated with automated or algorithmic trading occurring on its
exchange(s) or in dark pools that it operates, such as increased trading volume, revenue from co-location
facilities, and sales of trading software.

FN0203-01. Discussion of alert policy regarding timing and nature of public release of information

.11 The registrant shall describe its alert policy relating to listed companies’ public release of information or company
developments that may affect a stock price (positively or negatively), such as:

e Changes related to the financial health of the company

e  Major corporate transactions, including restructurings or mergers
e Significant positive or negative information about its products

e Changes in key management individuals

e Legal or regulatory developments that affect the company’s ability to conduct business
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.12 Relevant aspects of an alert policy, including guidelines around:
e Timing of release of information in relation to market hours
e Newspaper agencies and wire services, such as a specification of which outlets should be notified

e The mechanisms of alert to the exchange (e.g., by telephone, fax, email) and public disclosure (e.g.
website, social media, press release, etc.)

.13 The registrant shall describe its provisions for halting, delaying, or pausing trading when it is necessary to ensure
fair, complete, and transparent access to information.

e Number and duration of events shall be disclosed in FN0203-02.

FN0203-04. Description of policy to encourage or require listed companies to publicly disclose governance,
social, and/or environmental information

.14 The registrant shall describe policies for companies listed on its exchange(s) related to governance, social, and/ or
environmental information, including:

e If guidelines are rules-based (i.e., companies must meet certain structural or performance criteria) or if
they are disclosure-based (i.e., companies must disclose certain information)

e If rules or disclosures are a requirement of listing (and/or continued listing) or compliance is voluntary
for listed companies (i.e., recommended or encouraged by the registrant)

.15 The scope shall be limited to rules, requirements, and disclosures that are additional to size, distribution, and
financial criteria for an initial public offering (IPO) and/or continued listing.

.16 Governance information includes, but is not limited to, rules and disclosures related to board structure and
independence, committees of the board, and codes of conduct or ethics.

.17 Social and environmental information includes, but is not limited to, information typically found in corporate
sustainability reports or integrated reports.

.18 Examples of encouraging companies to meet governance, social, or environmental rules or disclosure standards
include, but are not limited to:

e Promoting and facilitating transfer of information among regulators, investors, and companies

e Participation in disclosure programs such as the Sustainable Stock Exchange Initiative
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Managing Conflicts of Interest

Description

Security and commaodity exchanges are responsible for the regutatery-oversight of member companies. Specifically,
firms in this industry monitor membership information and regulatory compliance to ensure market integrity- and
transparency. Further, they investigate and prosecute member companies that violate the Securities and Exchange

Act. Recent controversies relating to market manipulation, tax fraud, investor protection rules, and anti-trust have
artieatatedraised concern about conflicts of interest that arise due to security and commodity exchanges' position as
self-regulatory organizations-_(SROs). Rapid innovation in financial markets provides significant opportunities to

enhance profitability. However, exchanges must continue to fulfill their responsibilities as SROs to ensure open and
fair access to all investors, to publish rules and fees, and to oversee trading. Companies that rrarage-these-issuesavoid
information asymmetries and fraudulent or unethical activities will maintain market integrity-and, limit reputational

risks—thereby-erhaneirgdamage, and enhance shareholder value.

Accounting Metrics

FN0203-06. Amount of legal and regulatory fines and settlements associated with fraud, anti-trust, anti-
competitive, market manipulation, malpractice or other business ethics violations

.19 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with fraud,
anti-trust, anti-competitive, market manipulation, malpractice, or other business ethics violations, including
SECT, CFTC, or FINRA fines.

.20 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

Note to FN0203-06

.21 The registrant shall briefly describe the nature (e.g., guilty plea, deferred agreement, non-prosecution
agreement) and context (e.g., fraud, anti-trust, market manipulation, etc.) of fines and settlements.

.22 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.

FN0203-05. Description of process to identify and assess conflicts of interest between the exchange’s
regulatory obligations and the interests of its members, its market operations, its listed issuers, and, in the
case of a demutualized self-regulatory organization (SRO), its shareholders

.23 The registrant shall describe its processes for identifying and assessing conflicts of interest, such as the use of
corporate policies, monitoring procedures, dedicated personnel, or board oversight.

.24 The registrant may describe efforts to minimize conflicts of interest including:

e  Education, interpretation, or guidance to broker-dealer members with respect to regulatory compliance
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e Technical mechanisms to enforce compliance

e Ceding some self-regulatory powers to FINRA or equivalent (i.e., through a 17d-2 agreement)
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Managing Business Continuity & Technology Risks

Description

Security and commodity exchanges face increased risks and opportunities associated with information technology.
The industry’s central position in the proper functioning of financial markets requires that issues including security
breaches and technology errors are managed to prevent market disruptions. As security and commodity exchanges

face increased volumes of trading associated with the clearing and execution of derivative trades and increased

frequency of cyber-attacks, the industry will be exposed to both new risks and opportunities associated with its

reliance on information technology. Increased disclosure erof efforts taken to prevent these risks, in addition to-the

current performance, will allow shareholders to accurately assess value.

Accounting Metrics

FN0203-08. Number of significant market disruptions and duration of downtime

.25 The registrant shall disclose the number and duration (in hours) of significant market disruptions, which are
defined as events when the exchange ceases to function according to its typical manner and causes or threatens
to cause steep market declines.

.26 The scope of disclosure excludes trading halts and pauses disclosed in FN0203-02, suspensions of trading by the
SEC (e.g., due to failure of a company to filing periodic reports), or market-wide circuit breakers required by the
SEC (e.g., due to market-wide volatility).

Note to FN0203-08

.27 The registrant shall characterize the type of disruption, which may include member actions (e.g., “flash crashes”
from algorithmic trading), technology (e.g., cyber-attack or computer failure), power losses, or high-risk, low
probability incidents (e.g., terrorism, extreme environmental events, or other physical threats etc.).

e Disruptions shall be limited to those specifically targeted toward, or affecting, the registrant and shall
exclude general economic, political, or environmental events. For example, a cyber-attack that targets
the registrant’s exchange would be in the scope of disclosure but a cyber-attack on the White House
or Pentagon would not be in the scope of disclosure, despite the potential for the latter to have market
effects.

e The extent of the disruption should be described in the context of the aspects, features, or services of
the exchange that were affected.

.28 The registrant shall describe the root cause of each disruption and any corrective actions it has implemented as a
result of each incident. This may include, but is not limited to, specific changes in operations, management;
processes, products, business partners, training, or technology.

FNO0203-09-TA02-47-01. Number of data security breaches—and, percentage involving customers’ personally
identifiable information_(Pll), number of customers affected

.29 The registrant shall calculate and disclose the total number of data security breaches;—whieh_identified during the
fiscal year, where:
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e Data security breaches are defined as instances of internal and/or external unauthorized acquisition,

access, use, or disclosure of pretectedcustomer information.

e The scope of disclosure shall be limited to data security breaches;eyberseeurityrisks,and-incidents

that resulted in the registrant’s business processes deviating from its expected outcomes for

confidentiality; and integrity;and-avaiabitity.

—3%+.30 Disclosure shall be Biselesure-shalt-felewsadditional but ret-belimrited-tothe U-S—Seeurityand-Exchange-
Commisstors{SES) complementary to the SEC’s CF Disclosure Guidance: Topic No. 2, Cybersecurity.

e At a minimum, thisireldeswheninstances in which the costs or other consequences associated with

one or more known incidents—or the risk of potential incidents—represenisrepresent a material event,
trend, or uncertainty that is reasonably likely to have a material effect on the registrant’s results of
operations, liquidity, or financial condition, or would cause reported financial information to not be
necessarily indicative of future operating results or financial condition (e.g., theft of intellectual
property, reduced revenue, increased cybersecurity protection expenditure, litigation costs, etc.).

.31 The reqistrant shall disclose the percentage of data security breaches in which customers’ personally identifiable

information (PIl) was breached, where:

e Pllis defined as any information about an individual that is maintained by an entity, including (1) any

information that can be used to distinguish or trace an individual’s identity, such as name, Social

Security number, date and place of birth, mother’s maiden name, or biometric records; and (2) any

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | SECURITY & COMMODITY EXCHANGES | 204


http://www.sec.gov/divisions/corpfin/guidance/cfguidance-topic2.htm

other information that is linked or linkable to an individual, such as medical, educational, financial, and

employment information.?*

e The scope of disclosure is limited to breaches in which customers were notified of the breach, either as

required by state law or voluntarily by the reqgistrant.

e The registrant may delay disclosure if a law enforcement agency has determined that notification

impedes a criminal investigation until the law enforcement agency determines that such notification

does not compromise the investigation.

.32 The registrant shall disclose the total number of unique customers who were affected by data breaches, which

includes all those whose personal data was compromised in a data breach.

e Accounts which the reqgistrant cannot verify as belonging to the same user shall be disclosed
separately.

Note to FN6263-69TA02-47-01

=32.33 The registrant shall describe the corrective actions taken in response to specific incidents-trerds-ir-seeurity-
breaches-or-future-seeurity-wheertatnties, such as changes in operations, management, processes, products,

business partners, training, or technology.

33.34 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself will
not compromise the registrant’s ability to maintain data privacy and security.

.35 The reqistrant should disclose its policy for disclosing data breaches to affected customers in a timely manner.

FN0203-07. Description of efforts to prevent technology errors, security breaches, and market disruptions

—34.36 The registrant shall describe its policies and practices to ensure the confidentiality, integrity, and availability of
data across its data platforms, including, but not limited to:

e Trading services and technologies, such as software, data feeds, members services (e.g., messaging or
information services)

e [T infrastructure, such as co-location facilities and low-latency connectivity equipment
e Information provided to and held by third parties, such as regulators (e.g., FINRA and the SEC)

=35.37 All disclosure shall be sufficient such that it is specific to the risks that the registrant faces but disclosure itself
would not compromise the registrant’s ability to maintain data privacy and security.

24 Privacy: Alternatives Exist for Enhancing Protection of Personally Identifiable Information, GAO Report 08-536, May 2008.
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INSURANCE
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Insurance industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1057 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105. pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

Companiesin-the-Insurance tdustrrcompanies provide both traditional and nontraditional insurance-related products.
Traditional policy lines include property, life, casualty, and reinsurance. Nontraditional products include annuities,
alternative risk transfers, and financial guarantees. Companies in the insurance industry also engage in proprietary
investments-ferasset-lability-rranragerment. Insurance premiums, underwriting profits, and investment income drive
industry growth, while insurance claims payments present the most significant cost and source of uncertainty for

profits. Insurance companies provide products and services that enable the transfer, pooling, and sharing of risk

necessary for a well-functioning economy. Insurance companies, through their products, can also create a form of

moral hazard, lowering incentives to improve underlying behavior and performance and contributing to sustainability

impacts. Similar to other financial institutions, insurance companies face risks associated with credit and financial

markets. Within the industry, companies that engage in non-traditional or non-insurance activities, including CDS

protection and debt securities insurance, have been identified by requlators as being more vulnerable to financial

market developments, and subsequently, more likely to amplify or contribute to systemic risk. As a result, insurance

companies in the U.S. and abroad face the potential of being designated as Systemically Important Financial

Institutions.

Note: Accounting metrics for the material sustainability issues associated with the provision of health insurance are
outlined in the SASB Managed Care (HC0303) Industry Standard.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Insurance industry, the SASB has identified the following sustainability disclosure topics:

e Environmental Risk Exposure

o PlenPeriermarnes
e Transparent Information & Fair Advice for
Customers

e Integration of Environmental, Social, and
Governance Risk-Factors in Investment
Management

e Policies Designed to Incentivize Responsible
Behavior

o Systemic Risk Management
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'®

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

Number of policies held by segment: (1) property & TA02-56-
Quantitative Number
casualty, (2) life, (3) assumed reinsurance 01

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood. '

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Environmental Risk
Exposure

Transparent
Information & Fair
Advice for
CustomersPlan-
Derfermance

Integration of
Environmental,
Social, and
Governance Risk
Factors in

ACCOUNTING METRIC

Probable Maximum Loss (PML) of insured
products from weather-related natural
catastrophes,-by-insurance-segmenttype-of-
eventand-type-ofriskinsured20

Total annual losses attributable to insurance
payouts from (1) modeled natural
catastrophes and (2) non-modeled natural
catastrophes, by type of event and geographic

segment (net and gross of reinsurance)t

Description of how environmental risks are
integrated into: (1) The underwriting process
for individual contracts; (2) The management
of firm-level risks and capital adequacy

List of markets, regions, and/or events for
which the registrant declines to voluntarily
write coverage for weather-related natural
catastrophe risks

p  policies | .

relatodpabmbeninsirasharislshavebaan-

o ) /
L :

Complaints-to-claims ratio

Customer retention rate

CATEGORY

Quantitative

Quantitative

Discussion
and Analysis

Discussion
and Analysis

Quantitative

Quantitative

UNIT OF

MEASURE CODE

U.S. dollars (S) ENO301-01
TA02-49-01

U.S. dollars (S) ENO301-02
TA02-50-01

n/a Erlozol 02
TA02-51-01

n/a FN0301-04

n/a FN0301-08

Percentage (%) FN0301-09

Total amount of losses as a result of legal Quantitative U.S. dollars TA02-53-01
proceedings associated with failure to provide (S)Pays ENO301-10
adequate, clear, and transparent information
about products and services22Average-rtmber

; : . { cla
Description of efforts to provide information Discussion n/a TA02-53-02
to new and returning customers in a clear and and Analysis ENO201-11
conspicuous manner
Total invested assets by industry and asset Quantitative U.S. dollars (S) TA02-55-01
class
Discussion of how environmental, social, and Discussion n/a FNO301-16
governance (ESG) factors are integrated into and Analysis

the investment of policy premiums

20 Note to TA02-49-01—The registrant shall describe climate-related scenarios used, including the critical input parameters, assumptions

and considerations, analytical choices, and time frames, in calculation of the PML.

2! Note to TA02-50-01—The registrant shall discuss how climate change-related impacts and variability of weather-related losses impact the

cost of reinsurance and the registrant’s approach to transferring risk through reinsurance.

22 Note to TA02-53-01—The registrant shall briefly describe the nature, context, and any corrective actions taken as a result of the losses.
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TOPIC

Investment
Management

Policies Designed to
Incentivize
Responsible
Behavior

Systemic Risk
Management

© SASB 2017 ™

ACCOUNTING METRIC

Discussion of the investment portfolio risks
presented by climate change, natural
resource constraints, human rights concerns,
or other broad sustainability trends

Net premiums written related to energy
efficiency and low carbon technology

Discussion of products and/or product
features that incentivize heatthyhealth, safe,
and/or environmentally responsible actions
and/or behavierbehaviors

Global Systemically Important Insurer (G-SII)

CATEGORY

Discussion
and Analysis

Quantitative

Discussion
and Analysis

Quantitative

UNIT OF

MEASURE

n/a

U.S. dollars (S)

n/a

Basis points

assessment score by category

; .

Discussion on how results of mandatory
and voluntary stress tests and risk-based
capital requirements are integrated into
capital adequacy planning, long-term
corporate strategy, and other business
activities

(2] Wtdapenabtdestevethnn—2020

SUSTAINABILITY ACCOUNTING STANDARD | INSURANCE |

. N

Discussion
and Analysis

U-S—delars{S)
n/a

CODE

FN0301-17

FN0301-07

FNB361-66

TA02-52-01

TA02-54-01

ENO301-12

TA02-54-02
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Environmental Risk Exposure

Description

Catastrophe losses associated with extreme weather events will continue to have a material, adverse impact on the-
insurance industry_claims. The extent of this impact is likely to evolve as climate change increases the frequency and
severity of both modeled and non-modeled natural catastrophes, including hurricanes, floods, and droughts.
Subsequently, insurance companies that integrate climate change into their analysis, pricing, and overall exposure will
be better positioned to protect shareholder value. The enhanced disclosure of this integration, in addition to the
probable maximum loss, total losses, and the mitigation of risk, will provide investors with the information necessary

to assess current and future performance on this issue.

Accounting Metrics

FNO301TA02-49-01. Probable Maximum Loss (PML) of insured products from weather-related natural

catastrophes;-by-insurance segment-type-of-eventand-type-of riskinsured
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Total

.01 The reqistrant shall disclose the Probable maximum loss (PML), expressed in U.S. dollars, of insured products

from natural peril catastrophe events.

e PML is defined as the anticipated value of the largest monetary loss affecting the registrant’s insurance

portfolio that could result from weather-related natural catastrophes and is based on catastrophe

modeling and exceedance probability (EP).

e The scope of disclosure by a natural peril catastrophe event includes: hurricanes (typhoons), tornadoes,

tsunamis, floods, droughts, extreme heat, and winter weather.
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.02 The reqistrant shall disclose the PML using, at a minimum, three likelihood of exceedance scenarios: (1) 2% (1-
in-50); (2) 1% (1-in-100); (3) 0.4% (1-in-250).

e The registrant may choose to disclose additional likelihood of exceedance scenarios.

.03 The registrant shall provide the PML breakdown by geographic location.

e Geographic location breakdown shall be aligned with that required by the Regulation S-K Item 101(d).

.04 The registrant shall report the PML amount, in U.S. dollars, on a gross and net of catastrophe reinsurance bases.

e The gross PML is the gross probable maximum loss for natural peril catastrophe events (prior to

reinsurance) for annual aggregate exposure to all risks, including reinstatement premiums for the year
following the relevant year based upon the registrant’s catastrophe model.

e The net PML is the net probable maximum loss for natural peril catastrophe events (after reinsurance)
for annual aggregate exposure to all risks, including reinstatement premiums for the year following the

relevant year based upon the registrant’s catastrophe model.

.05 Disclosure shall be provided for relevant geographic regions.

.06 _The registrant may choose to summarize the breakdown of the PML in the following table:

Natural Peril Gross PML (in millions $) Net PML (in millions $)

Catastrophe
Event

1-in-50 1-in-100 1-in-250 1-in-50 1-in-100 1-in-250

Hurricanes

(Typhoons)

Tornadoes

Tsunamis

Floods

Droughts

Extreme Heat

Winter Weather

Note to TA02-49-01

.07 The reqistrant shall describe climate-related scenarios used, including the critical input parameters, assumptions
and considerations, analytical choices, and time frames, in calculation of the PML, as aligned with the Task Force
on Climate-related Financial Disclosures (TCFD) Supplemental Guidance for Insurance Companies.
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TA02-50-01. FNO361-02--Total annual losses attributable to insurance payouts from (1) modeled natural

catastrophes and (2) non-modeled natural catastrophes, by type of event and geographic segment (net
and gross of reinsurance)

.08 The registrant shall disclose the amount of policyholder benefits paid and claims incurred (in U.S. dollars) during

the fiscal year as a result of incurred policy losses and benefits expenses related to modeled and non-modeled
natural peril catastrophe events.

e The scope of disclosure by a natural peril catastrophe event includes: hurricanes (typhoons), tornadoes,
tsunamis, floods, droughts, extreme heat, and winter weather.

.09 Benefits and claims incurred shall be disclosed in accordance with the Financial Accounting Standards Board's
(FASB) Accounting Standards Codification (ASC) Topic 944 Financial Services — Insurance.

.10 The reqistrant shall break down the policy losses and benefits expenses for modeled and non-modeled events.

e Modeled natural catastrophes are typically large-scale events, such as hurricanes and earthquakes, that
the registrant has analyzed using a catastrophic risk model.

e Non-modeled events are typically smaller-scale events, such as floods, droughts, snowstorms, and
tornados, that the registrant has not analyzed using a catastrophic model (CAT model).

= CAT models are probabilistic mathematical models that simulate hazardous events and estimate the
associated potential damages and insured losses. They may be conducted by the registrant or by a third
party on behalf of the registrant.

.11 The reqistrant shall break down the policy losses and benefits expenses by geographic segment.
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.12 The reqistrant shall break down the policy losses and benefits expenses by natural peril catastrophe event.

e Where relevant, natural peril catastrophe events include: hurricanes (typhoons), tornadoes, tsunamis,

floods, droughts, extreme heat, and winter weather.

.13 The registrant shall report the policy losses and benefits expenses on a gross and net of catastrophe reinsurance

base.

e The net amount shall be calculated as the gross amount of policy losses and benefits expenses from

natural peril catastrophe events minus the recoverables from ceded reinsurance.

.14 The registrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.

Note to TA02-50-01

.15 The registrant shall discuss its strategy around enhancing catastrophe modeling.

.16 _The registrant shall discuss how climate change-related impacts and variability of weather-related losses impact

the cost of reinsurance and the registrant’s approach to transferring risk through reinsurance.

TA02-50-01. FNO301-03—Description of how environmental risks are integrated into: (1) The underwriting
process for individual contracts; (2) The management of firm-level risks and capital adequacy

.17 The reqistrant shall describe how it integrates environmental risks into both individual policyholder contracts and

enterprise-wide assessments of risk.
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.18 The registrant shall describe the processes for identifying and assessing climate-related risks on insurance and
reinsurance portfolios by geography, business division, or product segments.

e Climate-related risks are defined by the Task Force on Climate-related Financial Disclosures (TCFD) as:

= Physical risks from changing frequencies and intensities of weather-related perils

= Transition risks resulting from a reduction in insurable interest due to a decline in value, changing

energy costs, or implementation of carbon regulation

= Liability risks that could intensify due to a possible increase in litigation

.19 The registrant shall describe the process for integration of climate-related risks in probabilistic mathematical

models (i.e., catastrophic models).

e Discussion shall include, but is not limited to:

= The use of new and emerging datasets (e.qg., for dam burst risk)

= The use of the critical input parameters, assumptions and considerations, and analytical choices

.20 The reqistrant shall describe how outputs of catastrophe models inform its underwriting decisions.

e Discussion shall include, but is not limited to:

= Development of insurance and reinsurance products which take into account climate-related risks

= Pricing of insurance and reinsurance policies

= (lient selection (i.e., type of events the registrant chooses to cover or not, geographic markets in which

the registrant chooses not to underwrite policies, etc.)

= Cedent selection (i.e., decisions on the amount of risk the registrant chooses to transfer through

reinsurance)

.21 The registrant shall describe the process for incorporation of clauses in the insurance policies sold to clients that
incentivize reduction of exposure to climate-related risks of insured assets through pricing structure of the

policies.

e Discussion shall include, but is not limited to, incentives such as:

= The use of sustainable building materials

= Enhancement of the weather resiliency of properties

= Coverage of properties in communities with building codes requiring climate-risk adaptations

.22 The registrant shall discuss the process for integration of environmental risks into enterprise-wide assessments.
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e Discussion shall include, but is not limited to:

= Consideration of risks by segment (e.qg., life versus property & casualty)

= (Capital adequacy

= Contingency planning for market failure (i.e., from numerous disaster-related claims)

= Use of alternative risk transfer (e.g., catastrophe bonds, weather derivatives)

.23 The reqistrant may discuss how sustainability risks are integrated into its use of an enterprise risk management

(ERM) framework, such as the Committee of Sponsoring Organizations of the Treadway Commission (COSO)

Enterprise Risk Management-Integrated Framework.

FN0301-04. List of markets, regions, and/or events for which the registrant declines to voluntarily write
coverage for weather-related natural catastrophe risks

—+6.24 The registrant shall list any markets, regions, and/or events for which it does not offer coverage at the time of
disclosure, including situations in which the registrant maintains existing coverage but does not offer new
coverage for the same risks.

-7.25 The registrant shall disclose the instances when it cancelled or did not renew coverage for weather-related
natural catastrophes after a disaster event.

e \Weather-related natural catastrophes include meteorological events (e.g., hurricanes and storms),
hydrological events (e.g., floods), and climatological events (e.g., heat waves, cold waves, droughts,
and wildfires) but exclude geophysical events (earthquakes, volcanic eruptions, and dry mass
movements).

-48.26 Markets may include specific U.S. states, such as California or Florida, or counties within states, such as
Galveston County, Texas.

-9.27 Regions are specific geologic or physical zones for which the registrant does not write coverage, such as
coastal areas and flood-prone areas.

206.28 Events may include “named” storms (i.e., by the U.S. National Weather Service and/or the U.S. National

Hurricane Center), earthquakes, and flooding.
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PlanPerfermaneeTransparent Information & Fair Advice for
Customers

Description

hsuranee-Insurance products play an important societal role in smoothing out the impact of unexpected economic
shocks, allowing policyholders to minimize the financial impact of events such as illnesses, accidents, and deaths.

However, the risks of unclear insurance policies, ambiguous product terms, and potentially misleading sales tactics can

erode brand reputation, lead to legal disputes, and reduce the number of services and products offered. This may be

especially true if requlators deem certain policies overly complex and unsuitable for customers. Moreover, insurance

companies compete on the basis of financial strength, price, brand reputation, services offered, and customer

relationships. Customer dissatisfaction may reduce insurance usage, potentially leading to extremely negative financial

outcomes for individuals and families, such as personal bankruptcies. As financial regulators continue to emphasize
consumer protection and accountability, firmsthatare-ableto-ensurestrongplan-performance-will-be-better
positioned-to-protectshareholdervalue—Specificallyfirmsthatare-ablecompanies that maintain transparent policy
terms and direct customers toward the products best suited to ensure-timely-claim-paymentsand-transparent

irfermation-them will be better positioned to retair-eustermersmaintain their brand reputation, avoid regulatory
scrutiny, and protect shareholder value.

Accounting Metrics

TA02-53-01. Total amount of losses as a result of legal proceedings associated with failure to provide
adequate, clear, and transparent information about products and services

.29 The registrant shall disclose the total amount of losses (in U.S. dollars) it incurred as a result of legal proceedings
associated with failure to provide adequate, clear, and transparent information about products and services,

including those related to truthful advertising, transparency of small print, marketing to vulnerable groups (e.q.,

small investors), transparency of fees, mis-selling products, overcharging clients, and legal responsibility of the

firm with respect to transparent information and fair advice.

.30 The legal proceedings shall include any adjudicative proceeding, whether before a court, a regulator, an

arbitrator, or otherwise, in which the registrant was involved.

.31 The losses shall include all fines, settlements, and other monetary liabilities as a result of civil actions (e.q., civil

judgments or settlements), regulatory proceedings (e.g., penalties, disgorgement, or restitution), and criminal

actions (e.q., criminal judgment, penalties, or restitution) brought by any entity (governmental, business, or

individual).

.32 The losses shall exclude legal fees incurred by the registrant.

.33 The scope of disclosure shall include, but is not limited to, legal proceedings associated with enforcement of
industry regulations promulgated by U.S. state, federal, and foreign regulatory authorities:

e Financial Industry Regulatory Authority’s (FINRA) rules 2210 and 2211

e New York's Codes, Rules and Regulations Title 11, Chapter IX, Parts 215, 219 and 224
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e California’s Insurance Code, Part 1, Chapter 3, Article 1

.34 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.

Note to TA02-53-01

.35 The registrant shall briefly describe the nature (e.g., judgment or order issued after trial, settlement, guilty plea,

deferred prosecution agreement, non-prosecution agreement) and context (e.q., fraud, disclosure to clients,

employee compensation, etc.) of all losses as a result of legal proceedings.

.36 _The reqistrant shall describe any corrective actions it has implemented as a result of the legal proceedings. This

may include, but is not limited to, specific changes in operations, management, processes, products, business

partners, training, or technology.

FN0301-08. Complaints-to-claims ratio

25.37 The registrant shall calculate the ratio as the number of complaints the registrant received from its customers
across all insurance segments and regions per 1,000 claims that have been filed across all segments and regions.

26.38 WhateonstitutesaA complaint may be defined by the registrant but, at a minimum, shall include those
complaints that are tracked and reported by each state insurance department.

e Typically, state insurance departments classify a reportable complaint as a communication from or on
behalf of a consumer that is confirmed-sustified; requires further investigation; is closed; or is
otherwise substantiated; in the view of the department.

27.39 Complaints are communications of dissatisfaction that relate, but are not limited, to; excessive rates,
misleading advertising or marketing, claim delays, denial of claims, unsatisfactory settlement offers, disputes
over settlement value, coverage/policy cancellation or non-renewal, billing issues, and claim adjuster handling.

e Note: there may be more than one reason for a single complaint.

28.40 Where relevant, the registrant may additionally choose to disclose the complaints-to-claims ratio by product
segment (e.g., commercial, consumer), insurance type (e.g., property, casualty, life), geographic region, or other
breakdown.

FN0301-09. Customer retention rate

29.41 The registrant shall disclose its customer retention rate using the following the calculation: (Total number of
customers at close of fiscal year — new customers added during the fiscal year) / (customers at the close of the
previous fiscal year — customers involuntarily terminated during the fiscal year — attrition of customers in
employer-sponsored plans).

e Involuntarily terminated customers—those whose coverage was terminated by the registrant due to

ReA—payment;nonpayment fraud; or intentional misrepresentation of material facts—shall be excluded
from the calculation.
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e  Attrition of customers in employer-sponsored plans (e.g., life insurance plans) due to turnover
(voluntary or involuntary) shall be excluded from the calculation.

=36.42 Where relevant, the registrant may additionally choose to disclose the retention rate by product segment
(e.g., commercial, consumer), insurance type (e.g., property, casualty, life), geographic region, or other
breakdown.

FNO301-11TA02-53-02. Description of efforts to provide information to new and returning customers in a
clear and conspicuous manner

43 The registrant shall describe how it eemrunicateselearlyensures that the information provided to new and
transparently-te-returning customers is communicated in a clear and conspicuous manner

e Discussion shall include, but is not limited to, the information regarding-the-terms;
= Terms of their insurance coverage (e.g., limits, deductible}+the-seepe)
= Scope of their insurance coverage (e.g., what is covered by the policy},any)
= Any unigue policy exclusions or exceptions (e.g., anti-concurrent causation clauses)-preeesses)
= Processes for payment of claims (e.qg., role of adjuster, disputes, settlement),-and-availability)
=  Availability of information throughout the customers’ lifecycles (e.g., through online accessy:)

.44 The registrant shall describe its communication processes;ireluding-the-mechanisms.

e Discussion shall include, but is not limited to:

= Mechanisms used (e.g., direct mailing, online accounts, telephone hotlines)-ard-+espensible

= Responsible personnel involved (e.g., sales and marketing, adjusters)-avelved-
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34.45 The registrant shall describe its communication practices for both new and returning customers, as well as
any key points of communication, during a eustererscustomer’s lifecycle, such as during initial coverage or
when a claim is filed.
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Integration of Environmental, Social, and Governance Risk-
Factors in Investment Management

Description

Insurance companies are responsible for investing capital to ensure the preservation of premium revenues equivalent
to expected policy claim payouts and must be able to maintain long-term asset-liability parity. As environmental,
social, and governance_(ESG) factors have increasingly been shown to have a material impact on the performance of
corporations and other assets, there is an increasing need for insurance companiesipsurance-companteshavea-
respensibility to integrate these factors into the management of their investments—neluding-corperate-bonds-
rrortgagetoans—realestateand-corporate-eguity. Failure to address these issues could lead to diminished returns of

their portfolios and limit a company’s ability to issue claim payments. Companies should therefore enhance disclosure

on how ESG factors, including climate change and natural resource constraints, are integrated into the investment of

policy premiums and affect the portfolio risk presented by issues.

Accounting Metrics

TA02-55-01. Total invested assets by industry and asset class

.46 The reqistrant shall disclose the amount in U.S. dollars of its short-term and long-term investment assets by asset

class.

e The scope of disclosure includes:

= Stock and bond investments reported on Schedule D

= Derivatives reported on Schedule DB

= Mortgage loans on real estate reported on Schedule B

= Real estate reported on schedule A

.47 The reqgistrant shall break down its stock, bond, and derivative investments by industry.

e The registrant shall use the North American Industry Classification System (NAICS) for classifying

investees.

e The registrant shall disclose its exposure to at least 10 largest industries by dollar amount of exposure

or for industries representing at least 2 percent of the overall portfolio exposure.

.48 The registrant may choose to additionally breakdown the exposure by credit quality (investment-grade vs.

noninvestment-grade).
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FN0301-16. Discussion of how environmental, social, and governance (ESG) factors are integrated into the
investment of policy premiums

35.49 ESG integration is broadly defined as the incorporation of environmental, social, and governance factors
alongside traditional financial considerations in the range of activities and decision-making processes that are
involved in investment decisions.

36.50 Environmental, social, and governance (ESG) factors are defined—and their basic uses in financial analysis is
described—in the SASB Conceptual Framework in the section, “Key Definitions and Characteristics of

Sustainability Accounting and Disclosure.”
Investment Fund Construction

37.51 The registrant should discuss how ESG factors are incorporated into its diversification strategies (within an
asset class) for its investment portfolio management, including whether the registrant assesses for
concentrations of ESG risks and attempts to mitigate them through diversification of these risks.

e This may include how ESG factors intersect with or influence the registrant’s view of fundamental
factors (economic conditions, Federal Reserve Policy, industry trends, geopolitical risks, etc.)

=38.52 The registrant should discuss how ESG factors are integrated into its asset allocation practices, including
whether assets are allocated in part based on sustainability risks/exposures and opportunities that are particular
to specific asset classes.

e Discussion may include integration in the context of strategic asset allocation (where asset classes are
fixed and rebalanced with periodic management) or tactical asset allocation (where there is a range in
the balance of asset classes with more active management).

39.53 The registrant should discuss how it factors the macroeconomic value of investments into its asset selection
or recommendations, which, broadly, may include considering one or more of the following alongside the
projected financial returns of an investment strategy:

¢ Whether the investment could create or contribute to systemic risk for the economy
e The potential for the investment to create negative externalities
Equity and Asset Selection

40.54 The registrant shall discuss how it integrates ESG factors into its selection and/or recommendation process for
individual assets during—although not limited to—the following stages or activities:

e Initial screening for opportunities within the investment mandate of its portfolio

e Conducting qualitative due diligence on management quality, tax and legal compliance, peers, and
business model strength

e  Performing technical analysis, including valuation and pricing
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e The identification and prioritization of risks to the thesis

44,55 The registrant shall discuss how it incorporates ESG metrics into its quantitative financial analysis and
modeling, including which metrics, standards, benchmarks, or datasets are used and how they are weighed
alongside traditional financial metrics in valuation and pricing.

FN0301-17. Discussion of the investment portfolio risks presented by climate change, natural resource
constraints, human rights concerns, or other broad sustainability trends

“42.56 The registrant shall discuss how it assesses and has identified the risks to its investment portfolio(s) presented
by climate change, natural resource constraints, human rights, and/or other broad sustainability trends.

e Climate change risks should be understood to include, but not be limited to, direct regulatory costs
(e.g., emissions trading costs), anticipated shifts in demand, supply chain impacts, capital expenditure
requirements for adaptations, and GHG emissions reductions.

e Risk of natural resource constraints should be understood to include, but not be limited to, decreased
availability, increased competition, or volatility in availability of water, forestry products, fossil fuels,
and/or extractives.

e Human rights concerns should be understood to include, but not be limited to, the operational risks
(project delays or cancellation), legal and regulatory risks (lawsuits or fines), and reputational risks
(negative press coverage and brand damage) associated with violations of basic human rights (i.e.,
those enumerated in the U.N. Universal Declaration of Human Rights).

e  Other broad sustainability trends include, but are not limited to, high-risk (or predatory) lending,
offshore outsourcing, global supply chains, and shifting population demographics.

43.57 The registrant shall identify the specific industries (or sectors) in which it has exposure to risks from the trends
it has identified, where industries are categorized according to a standard industry classification system (e.g.,
GICS, ICB, NAICS).

e The registrant should quantify its exposure to sustainability risks as a dollar amount of investment in
the industries most susceptible to the risks that the registrant has identified or, if available, as a risk-
adjusted exposure (e.g., to cash flow or discount rates) to these industries.

“44.58 The registrant shall identify specific geographies (e.g., regions, countries, states) and/or demographic
segments (e.g., income, education) in which the registrant has activity and recognizes risks from the broad
sustainability trends disclosed.
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Policies Designed to Incentivize Responsible Behavior

Description

Advances in technology and the development of new policy products have allowed insurance companies to limit claim
payments while encouraging responsible behavior. The industry is subsequently in a unique position to generate

positive social and environmental externalities. tr-orderto-demonstrate-how-shareholdervalue-isbeirg-enhaneed

behavier-and-a-tew-carben-econemylnsurance companies have the ability to incentivize healthy lifestyles and safe

behavior as well as to improve climate resiliency of properties through pricing and clause structure of policies they

underwrite. Moreover, as the renewable energy industry continues to grow, insurance companies may seek related

growth opportunities by underwriting insurance in this area. Therefore, disclosure on this topic would allow investors

to assess how insurance companies are positioned to grow their underwriting revenue.

Accounting Metrics

FN0301-07. Net premiums written related to energy efficiency and low carbon technology

45.59 The registrant shall disclose the net premiums written (in U.S. dollars) for policies related to energy efficiency
and low carbon technology, including renewable energy insurance, energy savings warranties, and carbon
capture and storage insurance).

e Renewable energy insurance may range from specialized protection against natural hazards or
mechanical breakdowns to insurance against fluctuations in the availability of wind or solar radiation.

e  Energy savings warranties insure the energy savings guaranteed by Energy Services Companies (ESCOs)
for building retrofitting and other energy efficiency projects.

46.60 Disclosure should include policies that can be demonstrated to absorb environmental risks, thereby enabling
sustainability-related projects, technologies, and activities.

TA02-52-01. FN03061-06--Discussion of products and/or product features that incentivize healthy, safe,
and/or environmentally responsible actions and/or behaviors
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.61 The reqistrant shall describe how it incentivizes health, safe, and/or environmentally responsible actions or

behaviors through incorporation of clauses in the insurance policies sold to clients and through pricing structure
of the policies.

e The scope of disclosure includes policies underwritten in the Property & Casualty (P&C) and Life

segments and excludes Health Insurance policies.

e The scope of disclosure includes the consumer insurance segment and the commercial insurance
segment:

e The consumer segment includes homeowners, automotive, supplemental health and accident, and

other personal insurance.

e The commercial segment includes casualty (e.qg., liability, workers” compensation), property,

specialty (e.q., crop, marine, political risk), and financial (e.q., errors and omissions, fiduciary

liability) insurance.

.62 Disclosure shall include a description of the aspects of traditional products that incentivize health, safe, and/or
environmentally responsible actions or behavior. Such aspects include, but are not limited to:

Premium discounts for green buildings

e Premium discounts for improving resource efficiency of properties

e Actuarially adjusted premiums for the use of low-emission vehicles, fuel-efficient non-hybrid vehicles,

or alternative-fuel vehicles

e Premium discounts for safer driving and lower use of personal vehicles

e Premium discounts for healthy behavior (healthy diet, routine exercise, weight loss, giving up

smoking/drinking, etc.)

.63 The registrant may choose to disclose quantitative measures related to performance on underwriting of products

with clauses incentivizing healthy, safe, and/or environmentally responsible actions or behavior such as:
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e Number of policies incorporating such clauses

e Amount of premiums in U.S. dollars generated from the relevant products

e Quantitative measures of the associated social and environmental factors influenced through products

(i.e., reduction in the amount of car accidents involving policyholders, amount of exercise hours per

week, average amount of weight lost by a policyholder, etc.)
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Systemic Risk Management
Description

Strattarlnsurance companies have the potential to etherpose, amplify, or transmit a threat to the financial
Astitatiens;system. The size, interconnectedness, and complexity of insurance companies face-risks-associated-with-
ereditand-financial-markets—Withinare factors that highlight exposure to systemic risk for companies in the industry;._
Insurance companies that engage in nontraditional or non-insurance activities have been identified by regulators as

being more vulnerable to financial market developments and subsequently more likely to amplify or contribute to
systemic risk. As a result, insurance companies in the U.S. and abroad face the potential of being designated as

undetermined-inthe U-S—Firms-will-beSystemically Important Financial Institutions. Such firms are subject to stricter
prudential regulatory standards and oversight by the Federal Reserve Board. Specifically, insurance companies will

likely face limitations relating to risk-based capital, leverage, liquidity, and credit exposure. In addition, firms will be
required to maintain a plan for rapid and orderly dissolution in the event of financial distress. To demonstrate how
these risks are being managed, insurance companies engaged in nontraditional activities should enhance their
disclosures of key aspects of systemic risk management_and their ability to meet stricter regulatory requirements.

Accounting Metrics
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TA02-54-01. Global Systemically Important Insurer (G-Sll) assessment score by category

.64 The registrant shall disclose its Global Systemically Important Insurers (G-Sll) score for the following categories:
(1) Size; (2) Global activity; (3) Interconnectedness; (4) Asset liguidation; (5) Substitutability; (6) Overall score.
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.65 The G-SlI scores are defined and shall by calculated according to the methodology established by the

International Association of Insurance Supervisors’ (IAIS) Global Systemically Important Insurers: Updated

Assessment Methodology, June 16, 2016.

e The set of indicators used in calculation of the G-SII score is outlined by the IAIS in the Instructions for

the 2016 Data Collection Exercise Conducted by Bank for International Settlements (BIS) in

collaboration with the International Association of Insurance Supervisors (IAIS) (the “Instructions”)

= The reqgistrant shall refer to the Instructions from the IAIS website for the relevant fiscal year.

.66 _If the G-SlI score is not available at the time of issuance of the annual report for the respective fiscal year, the

registrant shall disclose the latest available G-Sll score.

.67 The registrant shall consider the above references used to determine the G-Sll score normative references, thus

any updates made shall be considered updates to this guidance.

TA02-54-02. Discussion on how results of mandatory and voluntary stress tests and risk-based capital

requirements are integrated into capital adequacy planning, long-term corporate strategy, and other
business activities

.68 The registrant shall discuss results of mandatory and voluntary stress tests and risk-based capital requirements

are integrated into capital adequacy planning, long-term corporate strategy, and other business activities.

e Stress tests include, but are not limited to:

= Dodd-Frank Act supervisory stress testing

= The China Insurance Regulatory Commission (CIRC) stress test

= Monetary Authority of Singapore Annual Industry-Wide Stress Testing exercise

e Risk-based capital requirements include, but are not limited to:

= The European Insurance and Occupational Pensions Authority (EIOPA) Solvency Il Directive

= The National Association of Insurance Commissioners (NAIC) Own Risk and Solvency Assessment (ORSA)

.69 The reqistrant shall discuss how the stress test results inform its approach with respect to its ESG strateqy.

.70 The registrant may disclose its stress test results along with the discussion.

.71 The reqistrant shall consult the most recent version of each document referenced in this standard at the time

disclosure occurs.
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