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ABOUT S&P DOW JONES INDICES

S&P Dow Jones Indices is the largest global resource for essential index-based concepts, data
and research, and home to iconic financial market indicators, such as the S&P 500® and the
Dow Jones Industrial Average®. More assets are invested in products based on our indices than
any other provider in the world. With over 1,000,000 indices and more than 120 years of
experience constructing innovative and transparent solutions, S&P Dow Jones Indices defines
the way investors measure and trade the markets. Our organization employs over 450 client-
dedicated professionals, operating out of 19 offices worldwide. S&P Dow Jones Indices is a
division of S&P Global, which provides essential intelligence for individuals, companies, and
governments to make decisions with confidence.

ABOUT TRUCOST, PART OF S&P DOW JONES INDICES

A leader in carbon and environmental data and risk analysis, Trucost assesses risks relating to
climate change, natural resource constraints, and broader environmental, social, and
governance factors. Companies and financial institutions use Trucost intelligence to understand
their Environmental, Social, and Governance (ESG) exposure to these factors, inform resilience
and identify transformative solutions for a more sustainable global economy. S&P Global’s
commitment to environmental analysis and product innovation allows us to deliver essential
ESG investment-related information to the global marketplace.
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June 15, 2018

Climate RFI Contact

Office of the New York City Comptroller, Bureau of Asset Management
1 Centre St., 8th Floor

New York, NY 10007

rficlimate@comptroller.nyc.gov

Re: Investment and Fiduciary Analysis of Prudent Strategies for Divestment of Securities Issued
by Fossil Fuel Reserve Owners RFI

Dear Climate RFI Contacts:

S&P Dow Jones Indices (S&P DJI) and Trucost are delighted to respond jointly to this Request for
Information for Investment and Fiduciary Analysis of Prudent Strategies for Divestment of Securities
Issued by Fossil Fuel Reserve Owners issued by the Comptroller. S&P DJI and Trucost’s specialized
expertise, worldwide credentials and pioneering models for quantifying portfolio carbon exposures
and risks underpin our leadership in partnering with investors in responding to both risks and
opportunities associated with fossil fuel reserve owners. With this depth of knowledge, we can not
only help the Systems identify fossil fuel reserve exposures within the investment programs, but
also provide you with the right insight, tools, and a prudent strategy for divestment and program
monitoring.

S&P DIl is the largest global resource for essential index-based concepts, data and research, and
home to iconic financial market indicators, such as the S&P 500®, the Dow Jones Industrial
Average® and the S&P 500 Fossil Fuel Free Index. Trucost is a leading environmental data and
research service provider that works with the world’s largest investors to understand climate risk in
their portfolios, having pioneered the development of portfolio carbon auditing methods across all
asset classes. Together our organizations house unparalleled expertise and resources in identifying
carbon risk exposures and developing client specific cost effective index based solutions.

In this RFl we outline our subject matter expertise focused on the quantification of carbon
exposures and leveraging this information in the development of client specific index based
solutions. S&P DJI and Trucost do not provide legal or fiduciary analysis services to the investment
community. However, many fiduciary analysis service providers utilize our index data and carbon
analysis to support their investment recommendations, to the extent that over 70% of Montreal
Carbon Pledge signatories use Trucost data-driven insights. To that end, both S&P DJI and Trucost
would not be responding to an RFP that requires a vendor to provide the full scope of legal fiduciary
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investment analysis services, though we would welcome the opportunity to supply the underlying
data and analysis required to support such services and leverage this information in partnering with
you in the development of appropriate index based solutions.

Thank you for considering our response and we look forward to your thoughts, feedback, and
questions.

Sincerely,

H srins koo

Marcus Friedman

Director, Asset Owners Channel
S&P Dow Jones Indices

55 Water Street, 39th Floor
New York, NY 10041
T:212.438.1251

M: 646.704.4863
marcus.friedman@spglobal.com

www.spdji.com

This document is for The Office of the New York City Comptroller. The information provided in this
document is proprietary to S&P Dow Jones Indices LLC, a subsidiary of S&P Global. Distribution of any
information contained in this document without prior written permission of S&P Dow Jones Indices is
prohibited. The information contained in this document is to be treated as confidential and a trade secret
of S&P Dow Jones Indices, and is not to be used or disclosed except to the recipient’s employees, officers,
directors, and exchange partners engaged in evaluating the recommendations and who are subject to
appropriate written undertakings consistent with these confidentiality and use restrictions.
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Request for Information (RFI)

Investment and Fiduciary Analysis of Prudent Strategies for Divestment of Securities Issued by

Fossil Fuel Reserve Owners

A. General Information (all responders must provide the following information)

1.

Name and business address of responding party (if responding on behalf of a firm or
organization, provide for that entity) — see above general information section

Website address, if available — see above general information section

Name, address, email address and phone number for single point of contact for all
communications. — see above general information section

Please briefly describe your occupational and professional status and background, expertise
related to the issues in this R Fl and any other relevant background information. — see above
general information section

Please state whether the responder is able to provide the Investment Analysis Services, or
a portion of such work, including legal fiduciary analysis services, and is likely to respond
to an RFP that includes Investment Analysis Services. If yes, please respond to the
questions in Attachment 1.

S&P Dow Jones Indices LLC (“S&P DJI”) and Trucost, a part of S&P DJI, are responding jointly
to this RFI. S&P DIl is the largest global resource for essential index-based concepts, data
and research, and home to iconic financial market indicators, such as the S&P 500®, the
Dow Jones Industrial Average®, and S&P 500 Fossil Fuel Free Index.

Trucost is a leading environmental data and research service provider that works with the
world’s largest investors to understand climate risk in their portfolios, having pioneered the
development of portfolio carbon auditing methods across all asset classes.

In addition to carbon footprinting, Trucost supplies the investment community with over
700 different environmental metrics for 13,500 listed companies, representing 99% of
global listed equity markets. Our focus is on providing robust and reliable data to identify
the carbon risk exposure in investment portfolios with portfolio carbon audits, undertaking
portfolio attribution analysis to determine the main drivers of carbon inefficiency relative to
a benchmark and thus pointing towards actionable insights, without providing direct
investment advice. With this data S&P DIl creates financial indices to help clients meet their
investment objectives either for index replication or benchmarking. Indices used for the
reduction of carbon emissions include the Carbon Efficient series and indices used for
decarbonization include the Fossil Fuel Free series of indices.

As such, both S&P DJI and Trucost do not provide legal or fiduciary analysis services to the
investment community. However, many fiduciary analysis service providers utilize our index
data and carbon analysis to support their investment recommendations, to the extent that
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over 70% of Montreal Carbon Pledge signatories use Trucost data-driven insights. To that
end, both S&P DJI and Trucost would not be responding to an RFP that requires a vendor to
provide the full scope of legal fiduciary investment analysis services, though we may be able
to supply the underlying data and analysis required to support such services by identifying
the underlying carbon risk exposure and partner in the development of appropriate index
solutions.

Trucost’s analytical rigor, attention to data quality, and the sophistication of our approach
has earned Trucost a reputation as a world-leading environmental data consultancyJjjj
I ' hese factors contributed to the acquisition by S&P
DJI" in October 2016, following a long history of collaborationjjj il Trucost data
powers a wide range of S&P DJI’s sustainable indices, which can offer a passive strategy for
potential divestment and exclusion of securities issued by companies owning fossil fuel
reserves from the investment portfolios of the Systems.

B. Information Requested Regarding RFP and Investment Analysis Services (Responders must
address one or more of the following questions). Responders are encouraged to respond with
other considerations and approaches not covered herein that would achieve the Comptroller’s
and Systems’ purpose and objectives regarding potential prudent divestment strategies.

RFP Structure for Investment Analysis Services

1. What specific areas, factors, risks and impacts should an RFP consider in order enable
selection of a provider or providers that can best conduct comprehensive and in-depth
Investment Analysis Services?

An RFP should consider the transparency and disclosures of the provider in the
development of its products or services. Such disclosures should include risk factors, data
collection policies, and other best practices utilized by the service provider in product
creation. S&P Dow Jones Indices LLC publishes its methodology documentation for each

index family on its website. |G

Index Provider Pedigree/Overview

S&P DJI provides a broad history and background of the index business on its website,
including it NG -2 et affiliates, and
subsidiaries. We are transparent about our business continuity and disaster recovery
policies and procedures, information technology policies, and separate risk, governance,
compliance functions, to ensure we are in compliance with the regulations of a public
company as well as other industry specific regulations governing benchmark administrators
and data protection.
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B V< also include a statement of compliance with I0SCO on our website.

2. What other important questions should be included in an RFP that includes Investment
Analysis Services?

3. What information and format do you believe would be useful for soliciting and evaluating
Investment Analysis Services?

Soliciting Index Provider:

- Email introduction with corresponding attachments (see below “Evaluation” list)
o Provide objective of RFP

o Reasonable timelines, i.e. index provider commitment response, feedback
exchange, and final delivery of RFP

o Appropriate contact information exchange

Evaluation of Index Provider:

- I |2 poce tter
I < how the index provider can best serve
the needs of the client request.

- Interim Question/Feedback Form: provides the RFP responder a chance to ask
questions before final submission, i.e. clarifying RFP questions requested.

Main RFP Document: addresses the questions and information requested (see
response to question 1 above).
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Appendices/Exhibits if referenced in the Main RFP Document (i.e. Organizational
Structure Diagram, Audited Financial Statement/Document)

4. What criteria, experience and qualifications for services providers should be considered
for Investment Analysis Services?

I ' ucost reviews the quality of the underlying data a prospective vendor will

use to support their analysis and recommendations. || RGN

What is the universe of coverage for the underlying data used, and what proportion
of the assets under management of the Systems’ funds is covered by the available

dataset? I

How robust is the underlying methodology for data collection, verification, and
estimation in the absence of company disclosure to ensure a reliable and consistent
dataset for assessing the carbon risk exposure and subsequent recommendations

for fossil fuel divestment across the Systems’ portfolios? |GG

N .5t

employs a rigorous process to ensure the quality of disclosed data that companies in
our maintained universe report on an annual basis:

1) Our team models a company’s emissions to check the quality of disclosed
emissions: Trucost uses a granular breakdown of a company’s different business
activities to model what their likely emissions would be. Our highly-trained team
of carbon accountants uses Trucost’s proprietary model based on a 464-sector
economy, enabling us to be extremely granular in modelling the most
environmentally intensive activities.
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2) Our highly trained team critically assesses a company’s public disclosures: We
look at a range of sources including, but not limited to, CDP reports, annual

reports, 10k filings, and sustainability websites. ||| | NNEGNGNGNGNGEEEEEEEEE
1\ o not

rely on any one data source as reported data can differ by source. |||} | | ) J R

B the absence of disclosed data, we follow a data hierarchy to obtain the best
possible company-specific environmental data based on proprietary estimates.
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Approaches to Investment Analysis Services

5. What do you believe are best approaches to:
a. Determining the scope of companies, including further defining fossil fuel reserve
owners, appropriate for divestment.

There is no one single definition of what counts as a ‘fossil fuel’ company. Many
organizations that want to divest from fossil fuel companies have struggled to agree
on a standardized approach.

For S&P DI, the concept of fossil fuel free has continued to evolve in definition,
even in just the past 4 years. When we launched the fossil fuel free indices in 2015,
we defined “fossil fuel free’ as divesting from companies who owned fossil fuels.
That year, we also launched the S&P Environmental & Socially Responsible indices
which exclude fossil fuels based on 3 GICS sub-industries.

Now, S&P DJI and Trucost view ‘fossil fuel free’ as excluding companies which derive
revenue from 7 extractive sectors — including oil drilling and bituminous coal mining.

b. Determining the timetable and specific milestones within a five year period
appropriate for divestment.

In terms of a divestment timetable, we envision implementing a schedule that
would include the following procedural milestones: (1) Definition, (2) Data
Collection, (3) Identification, (4) Divestment, and (5) Reinvestment.

Milestone Procedures

1. Definition Define what constitutes “fossil fuel reserve” owner
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2. Data Collection Collect data using third-party research provider

3. Identification Identify the list of companies

4. Divestment Divest from identified companies following gradual drawn out time frame
5. Reinvestment Reinvest proceeds into alternatives

The Definition process would entail a thorough definition of what constitutes a fossil
fuel reserve owner. The current S&P Fossil Fuel Free Indices include only those
companies that do not hold fossil fuel reserves and the exclusion rules are based on
any ownership of fossil fuels, including for third party and in-house power
generation. With respect to coal, the exclusion relates to thermal coal and does not
cover companies which are exclusively engaged in the extraction of metallurgical or
coking coal. The research for ownership of fossil fuel reserves is conducted by
RobecoSAM across a number of priority sectors including oil & gas, coal &
consumable fuels, as well as mining, materials and utilities researching publicly
available information, such as annual reports and other company publications. The
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Assessing appropriate divestment approaches based on asset classes, strategies
and styles.

There is no one single definition of what counts as a ‘fossil fuel’ company. Many
organizations that want to divest from fossil fuel companies have struggled to agree
on a standardized approach.

For S&P DI, the concept of fossil fuel free has continued to evolve in definition,
even in just the past 4 years. When we launched the fossil fuel free indices in 2015,
we defined ‘fossil fuel free’ as divesting from companies who owned fossil fuels.
That year, we also launched the S&P Environmental & Socially Responsible indices
which exclude fossil fuels based on 3 GICS sub-industries.

Now, S&P DJI and Trucost view ‘fossil fuel free’ as excluding companies which derive
revenue from 7 extractive sectors — including oil drilling and bituminous coal mining.

In terms of fossil fuel divestment across asset classes, strategies, and styles, we tend
to think of it one and the same — regardless of the index style differences - yet
individual asset liquidity is a key consideration and constraint.

Analyzing the investment risks posed by climate change and fossil fuel reserve
owners to the Systems’ portfolios (including scenario analysis).

Our view is that climate risk is more than just one metric, and a variety of indicators
are required to holistically understand and manage a fund’s exposure to the risks
associated with climate change, fossil fuels, stranded assets, and the transition to a
low-carbon economy. Since no individual metric provides all the answers to address
climate risk, Trucost has developed a proprietary suite of metrics to complement
traditional carbon footprints and help investors uncover risk exposures across all
asset classes. We therefore see the following considerations as key to supporting a
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best approach for analyzing the investment risks posed by climate change and fossil
fuel reserves to the Systems’ portfolios:

1) Quality and granularity of the underlying data: Our ability to identify
climate risk exposure depends critically on our ability to supply the market
with robust, reliable, and comprehensive environmental performance data.
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2) Methodology for calculating carbon risk exposure: Portfolio carbon
footprinting is an established tool to capture an investors’ exposure to
carbon by quantifying the greenhouse gas emissions associated with a
portfolio’s underlying holdings, pioneered by Trucost in 2005. It is a flexible
tool that allows investors to appraise large numbers of holdings for carbon
hotspots, regardless of the asset class, size, geography, or style of the
portfolio. I

Since Trucost published the very first portfolio carbon

audit in 20052, a surge in investor carbon footprinting across the market has

seen the emergence of several methodologie < GG

I Trucost, 2005, How Green is My Portfolio? A Carbon Audit of the Henderson Global Care Income Fund , Available
at: https://www.trucost.com/publication/green-portfolio-carbon-audit-henderson-global-care-income-fund/
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Weighted Average Carbon Intensity: This metric measures the

carbon intensity as a percent of revenucjji INNNEGQINEEEE

Total Carbon Emissions: Perhaps the most straightforward measure
of a portfolio’s carbon footprint is the Total Carbon Emissions
allocated to the portfolio in absolute terms. This metric was the
starting point for carbon footprinting listed equity portfolios Jj

Carbon to Value Invested: By normalizing Total Carbon Emissions,
market participants can compare portfolios of different sizes. The
Carbon to Value Invested metric offers one approach for doing this,
showing us the carbon intensity of the money invested. It is usually

expressed in millions (tCO2e/Smn invested). | NEGEGTGTNTNRNRNRRE
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d. Carbon to Revenue Intensit_: The

Carbon to Revenue Intensity performs a similar function to the
Carbon to Value Invested. It normalizes the Total Carbon Emissions
to enable comparison across portfolios of different sizes. ||| | |

3) Forward-looking risk metrics and tools: While carbon footprinting often
provides an essential first step in understanding the climate risk exposure
within a portfolio, it may not directly inform the forward-looking risk to the
earnings potential or the future profitability of investments. ||
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e. Analyzing potential investment impacts on the Systems’ portfolios of divesting
from the securities of fossil fuel reserve owners, including impacts on return, risk,
diversification and cost (including tracking error).

Exhibit 1 highlights our family of carbon efficient indices that meet different investor
goals. Some indices tilt towards carbon efficient stocks, while others exclude the
highest carbon emitters. For investors with tight tracking error risk budgets, we offer
optimized indices that include the term “Select” in the name. S&P DJI can apply
these methodologies to a global index such as the S&P Global 1200, or a US equity
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index such as the S&P 500 Index. |G
e
—

Exhibit 1: S&P DJI Carbon Efficient and Fossil Fuel Free Index Family

Index Name

Emissions objective

Emissions metric

Reserves objective

Reserves metric

Methodology

Companies excluded?

Global 1200 Carbon
Emissions Reduction

Global 1200
Tracking Error (%)

“Carbon Efficient”

Captures production-

related emissions:
Scope 1, Scope 2 and
part of Scope 3

Carbon intensity (i.e.

revs)

Tilt toward low
carbon emission
stocks

No

0.69

“Carbon Efficient
Select”

Captures production-
related emissions:
Scope 1, Scope 2 and
part of Scope 3

Carbon intensity (i.e.
revs)

Exclude top 20%
highest emitters
Optimize

43%

0.52

“Fossil Fuel Free”

Exclude companies with
carbon reserves
re potential emissions

Ownership of fossil fuels

Divest from any
company with Fossil
Fuel Reserves

18%*

111

“Fossil Fuel Free
Carbon Efficient”

Captures production-
related emissions:
Scope 1, Scope 2 and
part of Scope 3

Carbon intensity (i.e.
revs)

Exclude companies with
carbon reserves
re potential emissions

Ownership of fossil fuels

Divest from any
company with fossil
fuel reserves

Tilt toward low
carbon emission
stocks

46%

110

“Fossil Fuel Free
Carbon Efficient
Select”

Captures production-
related emissions:
Scope 1, Scope 2 and
part of Scope 3

Carbon intensity (i.e.
revs)

Exclude companies with
carbon reserves
re potential emissions

Ownership of fossil fuels

Divest from any
company with fossil
fuel reserves
Exclude top 10%
highest emitters
Optimize

57%

0.84

Source: S&P Dow Jones Indices. Emissions data as of December 31, 2015. Tracking Error for the Carbon Efficient indices
from Dec 30, 2011 - Dec 30, 2016. Fossil Fuel Free Carbon Efficient Select Index from Dec 30, 2012 - Dec 30, 2016. Charts
are provided for illustrative purposes. Past performance is no guarantee of future results. This chart may reflect
hypothetical historical performance.

In Exhibit 2, we show the returns of the S&P 500 Carbon Efficient and Fossil Fuel
Free indices which have all outperformed the S&P 500 in the past five years
highlighting that incorporating climate awareness into the investing process is not
return detractive.

Exhibit 2: S&P 500 Carbon Efficient and Fossil Fuel Free Index Family Performance
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220 4 ——3&P 500 (TR)
— SEP 500 Carbon Efficient Index (TR)
200 - S&P 500 Carbon Efficient Select Index (TR)

= S&P 500 Fossil Fuel Free Index (TR)
180 S&P 500 Fossil Fuel Free Carbon Efficient Index (TR) //

5 &F 500 Fossil Fuel Free Carbon Efficient Select Index (TR)

160 -

Return (USD Millions)
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120

a0
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Sep. 20137
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Sep. 2017 |

Source: S&P Dow Jones Indices LLC. Data as of Sept. 30, 2017. Past performance is no guarantee of
future resulis. Chart is provided for illustrative purposes and reflects hypothetical historical
performance. Please see the Performance Disclosure at the end of this document for more information
regarding the inherent limitations associated with back-tested performance.

f. Assessing potential alternative investments available to the Systems that have risk
and return characteristics equivalent to the securities that may be divested.

6. Are there any precedents that can help guide the approach to analyzing the impacts of
and determining a prudent strategy for divesting from fossil fuel reserve owners?

There have been various actions taken by different industries to address fossil fuel
divestment.

Recently, insurance companies (mostly based in Europe) have been divesting away from
fossil fuel companies by halting coverage and funding for coal companies.? Pension funds
have started to divest from companies that produce fossil fuels as well | | | | NI

. These shifts
have been spurred by both the Paris Agreement in 2015 (identifying fossil fuels as a financial
risk) along with some whom, given climate change, consider fossil fuel ownership to be an

2 http://www.climateactionprogramme.org/news/an-increasing-number-of-insurance-companies-divest-from-
fossil-fuels
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ethical issue as well.

As illustrated above, the market is very dynamic and evolving, and approaches are different
for each investor.

7. What are ways to address the costs of externalities in investment portfolios that can help
mitigate risk?

While S&P DJI and Trucost do not provide direct investment advice to address the costs of
externalities in investment portfolios, we do supply the market with robust and reliable
underlying data that can help to identify the overall risk exposure and the scope of
environmental externalities.

8. How do you view the extent to which the market currently prices in climate change risk
and, specifically, the economic and investment risks related to the carbon intensive
businesses such as fossil fuel reserve owners? —
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1) Carbon Pricing: One channel through which climate risks are likely to materialize is
through carbon-limiting regulation. Carbon taxes and emissions trading schemes have
so far been adopted in 42 countries, as well as several regions and cities, currently
accounting for 15% of global emissions.’ Fossil fuel taxes are also common in many
countries and though they are not necessarily directed at limiting climate change, they

indirectly increase the cost of GHG-emitting activities. Current carbon prices are

I 1 ost commonly priced at $25 per tonne, but range from less than $1 to

$131.1

11

In light of these expected increases, Trucost has developed a robust and comprehensive
database of likely future carbon prices - in various geographical regions and for different
sectors - required to achieve a 2-degree world, as part of our Corporate Carbon Pricing
Tool. We then apply this concept of an expected future carbon price to an investment
portfolio to determine the potential carbon earnings-at-risk. ||| NG

8|

® World Bank, Ecofys & Vivid Economics, 2016, ‘State and Trends of Carbon Pricing 2016, Washington, DC: World Bank [online],
available at: https://openknowledge.worldbank.org/handle/10986/25160

10 See Footnote 8.


https://www.trucost.com/capital-markets/the-corporate-carbon-pricing-tool/
https://www.trucost.com/capital-markets/the-corporate-carbon-pricing-tool/
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I - bt 3 llustrates how we

calculate this premium by subtracting the current carbon price from the corresponding
future carbon price in each time period:

Exhibit 3: The Carbon Price Risk Premium

o $120 ———  Future Carbon Price (2030)

£
@ O
oT
a 3§ $80 Carbon Price Risk Premium
690 —
2050
8 o

w

2 %40

i

— current Carbon Price
30

This premium varies by geography and sector. Sectors currently included within our
methodology include road transport, off-road transport, agriculture and fisheries,
residential and commercial real estate, electricity, international aviation, and ‘other
industry’.

2) Stranded Assets: Another possible channel through which climate risk may
materialize for investors is through the risk of owning stranded assets. The concept

of stranded assets can apply to any industry or secto | N R
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Trucost’s data platform also allows investors to undertake 2-degree alignment
analysis to measure the over and under exposure to energy technologies within
investment portfolios versa compared to a 2-degree (e.g. IEA World 2050 2DS) or
other climate policy scenario.

9. How could divestment be effective in influencing fossil fuel reserve owners to take steps
toward addressing carbon risk?

When an investor actually divests, they lose their ability to engage; however, the specter of
divestment may be an effective tool in influencing fossil fuel reserve owners to respond

with a strategy on how they are addressing carbon risk. || NEGKGGNGNGNGNGEGENEEEE
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movement must reach a critical mass to be effective and therefore the early movers may
also want to invest their time in persuading other asset owners to join the divestment
movement and exert greater pressure on the fossil fuel reserve owners.

C. Response Elements and Format

1. Executive Summary
Responses should include an Executive Summary which provides the name of the responding entity,
contact information for the point of contact for communications and a brief description of the
responding entity and the major features of its response. - See cover letter.
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Attachment 1

Please answer these questions only if you are able to provide the Investment Analysis Services, or
a portion of such work that would be sought in the above- referenced RFP and would likely
respond to that RFP.

a.

What services can you provide that could satisfy the Investment Analysis Services sought
in the above-referenced RFP? Describe briefly what other services relating to mitigating
climate change or carbon risk you can you provide.

Portfolio Footprinting Services: S&P Trucost would be able to provide portfolio footprinting
services to measure the carbon intensity exposure of the funds. In addition, Trucost can
provide in-depth analysis of the coal and fossil exposure, delineated by a detailed
breakdown of the source of revenues for fossil fuel reserve owners by fuel-typ <l R
I - | 2c dition to
identifying the aggregate carbon exposure of the funds, Trucost can additionally provide
portfolio attribution analysis to determine the source of carbon inefficiency ||| | NGz

within the fund.

Company-level GHG emissions and fossil fuel revenue data: In addition to providing
portfolio footprinting services, Trucost can supply the investment analysis services provider
with high quality and robust underlying data to support their recommendations. | Jjjli]

Please refer to our answer to Question 4 for a
more detailed overview of our data collection, verification, and modelling process.

In addition, our detailed revenue breakdown data for fossil fuel and renewable energy
companies can be a particularly useful dataset to inform company divestment and
engagement decisions based on revenue thresholds from specific sources of fuel. JJjj
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Portfolio carbon earnings-at-risk analysis: ||| N N N IEENEGEEEEEEEEEE

Please refer to our response to Questions 5.d)

and 8 for more information.

Portfolio alignhment with decarbonization scenarios: Within our online data platform,
EBoard, clients can perform analysis of the energy sector within the portfolio to measure
the alignment with low-carbon scenarios.

b. Describe your business including your primary business activity and all the professional
services that you or your company or organization provide.
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A leader in carbon and environmental data and risk analysis, Trucost assesses risks relating to
climate change, natural resource constraints, and broader environmental, social, and governance
factors. Companies and financial institutions use Trucost intelligence to understand their
Environmental, Social, and Governance (ESG) exposure to these factors, inform resilience and
identify transformative solutions for a more sustainable global economy. S&P Global’s
commitment to environmental analysis and product innovation allows us to deliver essential ESG
investment-related information to the global marketplace. Trucost supplies the investment
community with the following products and services:

Portfolio footprinting services — for carbon or based on any other one of our 700
environmental and natural capital metrics, available for all asset classes.

Environmental Data and Tools — including more than 700 environmental investment
metrics for use as part of an investment strategy, with up to 10 years of history. Our data
is accessible through a variety of channels, including FactSet, Style Research, Bloomberg
Polalake, our own proprietary online tool, EBoard, and via direct SFTP feed. Our EBoard
platform provides investors with advanced analytical tools, facilitating automated
portfolio carbon footprint reporting, investment universe screening for fundamental
research and best in class analysis, energy-mix 2-degree alighment analysis, natural
capital valuations, and company-peer analysis.

Data assurance services — for reporting to the CDP or any other public reporting, in
accordance with the AA100 Assurance Standard.

Portfolio-level carbon earnings-at-risk analysis — to assess the dollar earnings at risk
within the portfolio from expected future increases in carbon pricing.

Portfolio-level transition scenario analysis — to assess the alignment of investment
portfolios to energy transition scenarios and emerging decarbonization pathways.
Portfolio level green-brown revenue share analysis — to assess the overall ‘greenness’ of
investment portfolios, including transition momentum metrics to determine whether a
portfolio is transitioning over time.

Bespoke research services - on any environmental topic relevant for portfolio or fund-
level assessments, including, net benefit analysis for specific financed projects, for
example.

Portfolio-level green bond evaluation services — to evaluate the greenness of corporate
fixed income portfolios.

c¢. What skills, experience, expertise or tools do you have that enable you to provide
Investment Analysis Services? Please include a list of similar prior projects and/or
services; a description of experience with providing similar services to public pension
funds or other institutional investors; and the length of time that you and your company
or organization have provided such services.

Data and models: Our suite of advanced natural capital metrics and environmental
performance tools utilizes a range of world-class data sources from internal databases on
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environmental disclosures, stranded assets, and energy production data. We also utilize the
best available regional and asset level data, and enhance all of our metrics and data with
our leading life cycle analysis of inventories and proprietary Environmentally Extended
Input-Output (EEI-O) model.

Workforce: Trucost benefits from a talented workforce of environmental economists,
leading sector specialists, and industry influencers. On the index side of our business, S&P
DJI would leverage the expertise of our channel management, research and design, and
product management teams. Please see below for additional background on some of our
leading personnel.

Research: S&P DJI has also published a wide range of research pieces focused on
environmental issues and other ESG considerations that demonstrate our expertise. A few
recent examples include:

e The Carbon Scorecard (May, 2017)

e Aligning Sustainable Development Goals with Investment Objectives: The Next ESG
Challenge (May, 2017)

e The Climate Change Challenge: From Cop 21 to Cop 22 (April, 2017)

e Aligning Impact and Income: The Next Generation of Green Bond Indices (March,
2017)

e Long-Termism: Index Impossible? (September, 2016)
e Long-Termism vs. Short-termism: Time for the Pendulum to Shift? (April, 2016)
e Resource Efficiency: A Case Study in Carbon and Water Use (March, 2016)

Client collaboration: Finally, we have extensive experience working with leading asset
owners and asset managers to develop custom ESG solutions.
-Please refer to our website for more
information regarding non-confidential client projects.
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d. Would you be willing to serve as a fiduciary to the Systems if you performed the
Investment Analysis Services?

S&P DJI and Trucost do not provide legal or fiduciary analysis services to the investment
community. However, many fiduciary analysis service providers utilize our index data and
carbon analysis to support their investment recommendations, to the extent that over 70%
of Montreal Carbon Pledge signatories use Trucost data-driven insights.

e. What are your sources of income other than from clients? If you are a not-for-profit
organization, please identify your donors.

S&P DIl is a for-profit organizatior G

f. What is the estimated pricing structure and cost for provision of Investment Analysis
Services?






