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About the survey

Industry
Energy & Utilities 12% respondents completed the
survey
Financial Services 12%
General Services 52%

Healthcare 0%

employees at responding

IT & Telecom 0% X "
organizations* (n=20)

Manufacturing 12%

Public Sector & Education 4%

Wholesale & Retail 8% Which of the following best describes your role?

= Non-executive director

Fol:tzirglflt, For profit, Nonprofit or Other
P y private Government = Executive director
traded
48% 44% 8% 0% = Management (and not a
member of the Board)

Note: *Sample < 25.
Source: 2020 ESG Survey of Board Members and Senior Executives
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Executive summary

ESG Strategy " Most respondents are implementing ESG plans

and Priorities " Nearly half of respondents (48%) say current events have accelerated their ESG

(P4-P15) priorities/timing

® Moral, ethical reasons and long-term organization value are the most common factors
influencing ESG priorities

= Respondents are most likely to prioritize environment within ESG now and over the next
three years

"= Nearly three quarters of respondents say ESG is a key contributor to organizational value
or stronger financial performance

® Organizations refer to a variety of internal or external ESG reports

®= Respondents are more likely to include ESG in annual incentive plans

= Seven in ten respondents are planning to change their use of ESG in their executive
incentive plans over the next three years, including incorporation of ESG in long-term
incentive plans and continued focus on governance and environment measures

®" The most common challenges to using ESG metrics are time periods to affect meaningful
change and unclear or insufficient market practice

==1€ zlale = tlnglzlgl | ®  The full board is most likely to oversee inclusion & diversity (1&D), succession planning and

Capital culture

(P20-P23) "= Respondents expect a greater focus on broad-based total rewards and wellbeing over the
next three years

® Organizations have taken a variety of actions to review their workforce through an ESG
lens

Source: 2020 ESG Survey of Board Members and Senior Executives
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ESG Strategy and Priorities
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Most respondents are implementing ESG plans
Only half have incorporated ESG into all aspects of the organization so far

To what extent has your organization embedded environmental, social and governance (“ESG”)
considerations into its business strategy, operations and product and/or service offerings?

ESG priorities identified* 92% 8%

ESG risks and opportunities defined* 88% 13%

ESG implementation plans are under development*

88% 8%

ESG plans are being implemented*

75% 21%

ESG incorporated into all aspects of the organization 5206 I

= Agree/Strongly agree Neither agree nor disagree
m Strongly diagree/disagree

Note: *N = 24.
Source: 2020 ESG Survey of Board Members and Senior Executives
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Nearly half of respondents say current events have accelerated
their ESG timing

Have current events (e.g. pandemic, recession, social and racial justice, income inequality, etc.) changed your
ESG priorities and/or timing?*

= No change

= Accelerated

= Decelerated

Note: *N=23.
Source: 2020 ESG Survey of Board Members and Senior Executives
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ESG priorities are shaped by a number of factors including moral
and business concerns

To what extent are the following factors influencing your ESG priorities?

Most common

Moral, ethical reasons (i.e., right thing to
do)

Increase long-term organization value

Middling

Alignment with business strategy

Least common

Mitigate risk Attract investors

Manage supply chain and supplier

Compliance (laws and regulations) relationships

Promote brand

Attract, retain and motivate employees
Competitive differentiation / advantage
Shareholder / investor concerns
Improve reputation / consumer optics
Generate positive public perception

Consumer behaviour

Source: 2020 ESG Survey of Board Members and Senior Executives
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ESG priorities are shaped by a number of factors including moral
and business concerns

To what extent are the following factors influencing your ESG priorities?

Mitigate risk 68% 20% 12%
Compliance (laws and regulations) 64% 24% 12%

Promote brand 60% 24% 16%

Attract, retain and motivate employees 60% 16% 24%

m 4/Significant influence - 5 Some influence - 3
® No influence - 1/2

Source: 2020 ESG Survey of Board Members and Senior Executives
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ESG priorities are shaped by a number of factors including moral
and business concerns

To what extent are the following factors influencing your ESG priorities?

Competitive differentiation / advantage 56% 24% 20%
Shareholder / investor concerns 56% 24% 20%
Improve reputation / consumer optics 56% 32% 12%

Generate positive public perception 52% 32% 16%

Consumer behaviour YA 24% 24%

Attract investors 48% 20% 32%

Manage supply chain and supplier relationships 44% 28% 28%

m 4/Significant influence - 5 Some influence - 3
® No influence - 1/2

Source: 2020 ESG Survey of Board Members and Senior Executives
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Respondents tend to see themselves as leading or on par with
peers on embedding ESG into priorities

How do you think your organization compares to its peers with respect to embedding ESG priorities into its
strategy and operational processes?

y ¥

Lagging On par Leading

100%
Source: 2020 ESG Survey of Board Members and Senior Executives
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Respondents are most likely to prioritize environment within ESG

What is the relative importance of the following ESG priority areas for your organization now (rank in order of

importance from 1 to 5)?* (n=23)

Social -

customer
Today Including greenhouse  Including customer

gas emissions, water,  privacy and welfare
waste, carbon reduction

Environment

VT
Ranked 1 17%
Ranked 2
30%
0
Ranked 3 -
13%
9% 0
Ranked 4 39%
26%
Ranked 5

Note: *Sample < 25.

Social - Social -

: Governance
employee community
Including health and Including supply chain, Including ethics and risk
safety, diversity and relations
culture
: 22%
13%
39% 13% 26%
A 13%
30% 13%
13%
RO

Source: 2020 ESG Survey of Board Members and Senior Executives
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Priorities within ESG are not expected to change much over next

three years

What is the relative importance of the following ESG priority areas for your organization in the next one to
three years (rank in order of importance from 1 to 5)?* (n=22)

. Social -
Environment
Within customer

<RV-:\eg Including greenhouse  Including customer
gas emissions, water,  privacy and welfare
waste, carbon reduction

| oz |
Ranked 1 14%
41%
Ranked 2 27%
0
Ranked 3 18%
14%
50%
Ranked 4
Ranked 5 [0

Note: *Sample < 25.

Social - Social -
: Governance
employee community
Including health and Including supply chain, Including ethics and risk
safety, diversity and relations
culture
18%
32% L
14%
9%
9%
32%
36%

9%

Source: 2020 ESG Survey of Board Members and Senior Executives
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Priorities within ESG are not expected to change much over next
three years

What is the relative importance of the following ESG priority areas for your organization now? In the next one
to three years (rank in order of importance from 1 to 5)?

Today* (n=23) Within 3 years* (n=22)
Ranked 1 Ranked 1 or 2 Ranked 1 Ranked 1 or 2
Environment 48% 52% 41% 59%
Social — customer 4% 22% 5% 18%
Social — employee 13% 52% 18% 50%
Social — community 13% 26% 14% 32%
Governance 22% 48% 23% 41%

Note: *Sample < 25.
Source: 2020 ESG Survey of Board Members and Senior Executives
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Seven in ten respondents say ESG is a key contributor to
organizational value or stronger financial performance

To what extent do you agree that strong ESG performance is a key contributor to creating organizational value
/ stronger financial performance?

= Strongly diagree/disagree

Neither agree nor disagree

= Agree/Strongly agree

Source: 2020 ESG Survey of Board Members and Senior Executives
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Over two-thirds of organizations use an internally created ESG report

A third of respondents use more than one rating report; respondents on average

use two
Have you used any of the following ESG rating reports that were completed on your organization?

MSCI 5 vscr -

a Morningstar company

@ FTSE Russell ESG* (n=19)

|SS$’ ISS ESG* By (h=17)

THOMSON REUTERS Thomson Reuters/Refinitive* (n=19)

6% (n=18)

o
(o]
(o]
3
on
o
(o]
o
o
o
3
o
@
Q
*

Note: *Sample < 25. Percentage indicates “yes”.
Source: 2020 ESG Survey of Board Members and Senior Executives
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ESG and Executive Compensation
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Respondents are more likely to include ESG in annual incentive
plans

How have you included ESG into your executive incentive plans?

83% (n=23)

Factored into the overall performance assessment*
I 5% (=29

44%

Individual performance scorecard*
P DN 32% (=22)

25% (n=24)

Separate measure / KPI in incentive plan*
P P D 30% (1=29)

21% (n=24)

Modifier, whether objective or discretionar

‘ 4 I 25% (=24
Gateway (minimum performance condition required for any 21% (n=24)
award), whether objective or discretionary* _ 250 (n=24)

17% (n=24)
Separate incentive plan purely for ESG objectives* _ 2104 (n=24)
Annual / Short-term Incentives = Long-term Incentives

Note: *Sample < 25. Percentage indicates “yes”.
Source: 2020 ESG Survey of Board Members and Senior Executives
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Seven in ten respondents are planning to change their use of ESG
In their executive incentive plans over the next 3 years

Most common changes are introducing ESG into LTI, increased prominence of
governance and environment measures

What ESG changes to your executive incentive plans are you planning over the next one to three years?
Next 12 months* Next 3 years*

(n=18) (n=20)
ESG Introduce ESG measures into annual / short-term incentives 9 22% 20%
measures Introduce ESG measures into long-term incentives 11% o 40%
S mcentlves ........................ 1 7% .......................... 20% .............
Weighting
Increase weighting of ESG in long-term incentives 17% 30%
Increase prominence of environmental measures o 28% e 15%
Increase prominence of social (customer) measures 22% 30%
Prominence Increase prominence of social (employee) measures 22% 30%
Increase prominence of social (community) measures 17% 20%
Increase prominence of governance measures 9 28% @ 40%
Introduce a separate hyper long-term incentive or retirement plan 0% 15%
We are not planning any changes 28% 25%
We are not considering the incorporation of ESG 17% 5%
Note: *Sample < 25.
Source: 2020 ESG Survey of Board Members and Senior Executives
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The most common challenges to using ESG metrics are time periods to
affect meaningful change and unclear or insufficient market practice

What challenges have you experienced when considering the incorporation of ESG metrics into your executive

incentive plans?* (n=23)
Time periods to affect meaningful change
Unclear or insufficient market practice
Target setting
Waiting for more widespread adoption by the industry
Unclear ESG strategy and/or prioritization
Tradeoffs between annual financial performance and ESG investments
Performance measure identification
Performance measure definition
Differing or unclear investor priorities
ESG already captured in financial / market performance outcomes
Lack of communication between sustainability and rewards teams
Proxy advisor perspectives
Other

No significant challenge experienced

Note: *Sample < 25.
Source: 2020 ESG Survey of Board Members and Senior Executives

I 39%
I 39%
I 5%
I 30%

26%

]
I 26%
]
]
B 0%
B 0%

B 4%

0%
B 4%
I 17%

22%

22%
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ESG and Human Capital
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The full board is most likely to oversee 1&D and succession planning

The compensation committee is most likely to oversee broad-based total rewards
and training/reskilling

Which of the following topics does your board (or a specific committee) oversee? Which of the following do
you anticipate your board (or specific committee) overseeing within the next three years?

Other
(e.g., ESG or CSR or
Sustainability) Committee*

Culture L 32% 25% 42%
Inclusion and diversity 16% 25% 25%

Compensation or

*
Full board Remuneration Committee*

Succession planning 32% Vil 19% 33%
Fair / gender pay 26% 25% 25%
Training & reskilling FE 21% 44% JEILH 33%
Wellbeing (financial, physical, emotional 0 0 beo 0 0 0
2nd socia) ST 21% 38% 42%
Broad-based total rewards 37% 44% 33%
Human capital risk 26% 31% Sl 42%
None of the above — not a priority 5%| 0% 11%8 6% 0% 0%
(n=22) (n=19) (n=18) (n=16) (n=12) (n=12)

Note; *Sample < 25.

Source: 2020 ESG Survey of Board Members and Senior Executives W Today Add within 3 years
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The full board is most likely to oversee 1&D, succession & planning
The compensation committee is most likely to oversee broad-based total rewards

Which of the following topics does your board (or a specific committee) oversee? Which of the following do
you anticipate your board (or specific committee) overseeing within the next three years?

. : Other
Full board Compensaggnmcr;rithgénuneratlon (e.g., ESG or CSR or Sustainability)
Committee
Today Add within 3 Today Add within 3 Today Add within 3
years years years

Broad-based total Broad-based total Broad-based total

Inclusion and diversity
rewards rewards rewards

Inclusion and diversity Culture

Succession planning Culture Succession planning  physical, emotional ~ Training & reskilling  physical, emotional
and social) and social)

E Wellbeing (financial, Wellbeing (financial,

Wellbeing (financial,

Culture Succession planning  Training & reskilling  Training & reskilling  physical, emaotional Human capital risk
and social)
Wellbeing (financial,
physical, emotional Fair / gender pay Fair / gender pay Human capital risk Culture Succession planning
and social)

Source: 2020 ESG Survey of Board Members and Senior Executives
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Organizations have taken a variety of actions to review their
workforce through and ESG lens

To what extent have you started to review your workforce through an ESG lens?

Engaging with employees by deploying employee listening strategies* 41% 27% (LN (n=22)

Identifying new jobs in the organization to help achieve ESG strategy* 38% 10% 38% (n=21)

Creating a new executive role to drive ESG strategy* 37% 16% 26% % (n=19)

Reviewing culture to ensure ESG is embedded throughout the
organization*

30%

26% 26% (n=23)

Reinventing jobs / redesigning jobs to help achieve ESG strategy* (n=23)
Identifying new skills and knowledge to help achieve ESG strategy* (n=24)
m Action taken
Planning action
m Considering action
® Neither planning nor considering action
Note: *Sample < 25. ‘Not applicable’ excluded. = Not sure
Source: 2020 ESG Survey of Board Members and Senior Executives
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