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« While steps have been carried out to map existing providers and products in some jurisdictions, the mapping is only partial.
Nonetheless, KPMG estimates that there are 160 ESG ratings and data products providers worldwide. These include both for-profit
and non-profit companies that offer large or specialised ESG-related products.

— SEZED B RO R T — AR A E ORI TREEL

« It should however be noted that product names, objectives and methodological practices can vary significantly across ESG ratings
and data products providers, even for comparable products.

— EHEMEOHIEDBENT—2(E, ESGEHE- T —HREICE->TEREICEER

» ESG ratings and data products providers rely on data inputs to support their analysis for ESG ratings and data products. The
availability of reliable and high-quality data inputs is a critical component of ESG ratings and data products. Depending on a
product’s focus, the information relied upon by an ESG ratings and data products provider to assess an entity can be broad. The
number of data points used differs from one provider to another, some using thousands of data points.

— ESGEHli- T—2 R DIABE(F. RE FAEN AR TLLDOERTEEFNAEITHLONEFEL. CNIZE
Cr-R@ENEE

« the fee model for ESG ratings and data products is largely, although not exclusively, based on a “subscriber pays” basis. While
there are some examples of the “issuer pays” model from certain providers, these are mostly focused on ESG ratings. (...)
Depending on the remuneration model put in place, the potential risks of conflicts of interest will differ. (...) the “subscriber pays”
model potentially creates pressure for the provider to prioritise quantity of information over quality of information. Indeed, users of
ESG ratings and data products will seek access to broad coverage across geographies and sectors, possibly putting pressure on the
provider to deliver this coverage even where availability and robustness of underlying data are not sufficient or lead to declining
overall quality of analysis.
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* Most respondents use both ESG ratings and ESG data products and have contracts with a variety of large providers. This
Is because the scope, coverage or areas of specialisation of ESG data products and expertise of ESG ratings or data
products providers are different. (...) This may result in the development of in-house ESG ratings rather than relying on
external ESG ratings.

— BAEMRELGO-EERFENL, FHEFEOER Y., AT LT —20ER. AEDZIIV T FITONTIER

 The fact-finding exercise indicated that there are generally similar factors impacting reliability of ESG ratings and ESG
data products. Most organisations pointed out the lack of transparency of methodologies including aspects such as the
scope of the underlying data, definitions of materiality, the timing of data collection and the frequency of review or
update of the ESG ratings or ESG data products. Of note, one respondent mentioned that the evaluation criteria of ESG
ratings and data products are a “black box” and whilst it should be transparent, the models used could be confidential to
the extent that they are considered to be intellectual property developed by ESG ratings and data products providers.

 The fact-finding exercise showed that the majority of respondents had concerns that data requests from ESG ratings and
data products providers are time-consuming because of the number and frequency of the questions set out in the
questionnaires.

— Ff-.ESGEHli- T —R AL L EFLEDOBDIAZ A=y —a F(C DV THIERE

 Another challenge highlighted by companies was the timing of the questionnaires. For example, each ESG ratings and
data products provider may decide the timing of data requests to companies that are the subject of these ratings or data
products according to their own internal timeline. This could cause requests to companies with different timings from
different providers.

» Respondents to IOSCO’s fact-finding exercise highlighted the lack of engagement and transparency from ESG ratings
and data products providers with the companies throughout the data assessment and evaluation process.

 This can create challenges for the companies as they may not always understand how the ESG ratings and data products
providers have reached their outcome, making it difficult for them to amend their business models and practices in order
to receive better ESG scores, ratings or other product outcomes.
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» ESG ratings and data products providers could consider:

adopting and implementing written policies and procedures designed to help ensure that the ESG ratings and data
products they issue are based on a thorough analysis of all relevant information available to them.

adopting, implementing and providing transparency around methodologies for their ESG ratings and data products that
are rigorous, systematic, applied continuously while maintaining a balance with respect to proprietary or confidential
aspects of the methodologies.

sufficient resources to carry out high-quality ESG-related assessments, including sufficient personnel and technological
capabilities, to seek out information they need in order to make an assessment, analyse all the information relevant to their
decision-making processes, and provide quality assurance.

(BEMGHRERZREL, BEL. EEIODHES)

adopting written internal policies and procedures and mechanisms designed to (1) identify, and (2) eliminate, or manage,
mitigate and disclose, as appropriate, any actual or potential conflicts of interest related to their ESG ratings or data
products that may influence the opinions and analyses ESG ratings and data products providers make or the judgment and
analyses of the individuals they employ who have an influence on their ESG ratings or data product decisions.

taking steps to help ensure the ESG ratings and data products would not be affected by the existence of or potential for a
business relationship between the ESG ratings and data products providers (or their affiliates) and any entity or any other
party for which it provides ESG ratings or data products.

structuring reporting lines for their staff and their compensation arrangements to eliminate or appropriately manage actual
and potential conflicts of interest related to their ESG ratings and data products.
7
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> Information regarding methodologies that ESG ratings and data products providers could consider publishing include, but is not
limited to:

the measurement objective of the ESG rating or data product;

the criteria used to assess the entity or company;

the KPIs used to assess the entity against each criterion
the relative weighting of these criteria to that assessment;
the scope of business activities and group entities included in the assessment;

the principal sources of qualitative and quantitative information used in the assessment as well as information on how the
absence of information was treated;

the time horizon of the assessment; and
the meaning of each assessment category (where applicable)

ESGEY i - T—2 iR ft B D1 —F —THATEREHBRE~DIEE (1)

(REFICBWTHIAY SESGET - 7 — R %I 0 5T H F £ F D 5T 4H)

» Market participants could consider evaluating the published methodologies of any ESG ratings or data products that they refer to
in their internal processes. This evaluation could cover:

the sources of information used in the product, the timeliness of this information, whether any gaps in information are
filled using estimates, and if so, the methods used for arriving at these estimates;

An evaluation of the criteria utilised in the ESG assessment process, including if they are science-based, quantitative,
verifiable, and aligned with existing standards and taxonomies, the relative weighting of these criteria in the process, the
extent of qualitative judgement and whether the covered entity was involved in the assessment process; and

a determination as to the internal processes of the financial market participant for which the product is suitable
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» Where they collect information from covered entities on a bilateral basis, ESG ratings and data products providers could
consider:

communicating sufficiently in advance when they expect to request this information regarding their ESG ratings and data
products.

including in their requests, pre-inputted information either from publicly available sources or from the covered entities
previous submissions, where possible, for the covered entities’ review or confirmation.

(@A2BIbRAUR)
» ESG ratings and data products providers could consider:

providing a clear and consistent contact point with whom the covered entity can interact to address any queries relating to
the assessment provided by the ESG ratings and data products provider.

informing covered entities of the principal grounds on which an ESG rating or ESG data product is based before the
publication of the ESG rating or data product.

EE{fit O £ %% ASES R - 7 — 442 LESEDBMDONTDERE

(EERZEDHR—LR—UTORER, V2T RAUM)
> Entities subject to assessment by ESG ratings and data products providers could consider:

creating a dedicated section of their website, or a corporate publication, that includes links to, or coordinates for, all the
entities’ sustainability related publications.

including, in the information provided on the dedicated section of their website or corporate publication, the dates of the
relevant publications, as well as the timelines for which they are expected to be updated or refreshed.

designating a dedicated point of contact to address any requests from or queries to ESG ratings and data products

providers that provide coverage for that entity.
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