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Company Background

S&P Dow Jones Indices (S&P DJI) is home to iconic financial market indicators, such as the
S&P 500° and the Dow Jones Industrial Average® and is the largest global resource for
essential index-based market concepts, data, and research.

S&P DJI has been a pioneer in sustainability indexing for more than 20 years, starting with the
1999 launch of the Dow Jones Sustainability World Index. Today, S&P DJI offers an extensive
range of indices and index-based solutions to address varying performance and sustainability
objectives. These include broad-based, market-capitalization sustainability indices such as the
S&P 500 ESG Index, as well as more thematic and targeted climate-focused indices.

1. What is S&P DJI changing? As previously announced on Jan. 23, 2024, S&P DJI is
implementing changes to two datasets that are used to screen and identify eligible
companies for potential inclusion to its range of sustainability/ESG indices.

S&P DJl is transitioning all indices that are currently using S&P DJI ESG Scores to S&P
Global ESG Scores. In addition, S&P DJI will also transition the Business Involvement
Screens data source from Sustainalytics’ Product Involvement Screens to S&P Global's
Business Involvement Screens for many of its indices.

Both the S&P Global Business Involvement Screens and S&P Global ESG Scores are
published by S&P Global Sustainablel (S1), which operates independently from S&P
DJI.

For the S&P Global ESG Score transition, there will be no change to how the score is
used across the impacted indices. The S&P Global ESG Score measures a company’s
performance on and management of material ESG risks, opportunities and impacts
informed by a combination of company disclosures, Media and Stakeholder Analysis
(MSA), modeling approaches and in-depth company engagement via the S&P Global
Corporate Sustainability Assessment (CSA). For more information on the S&P Global
ESG Score, please refer to the S&P Global ESG Scores Methodology.

Register to receive our latest research, education, and commentary at
on.spdji.com/SignUp.


https://on.spdji.com/SignUp.html?src=DocFooters
https://www.spglobal.com/spdji/en/indices/equity/sp-500?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/equity/dow-jones-industrial-average?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/sustainability/dow-jones-sustainability-world-index?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/sustainability/sp-500-esg-index?utm_source=pdf_education
https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20240123-1470259/1470259_sp-glb-bis-glb-esg-scores-consult-results-1-23-2024.pdf
https://www.spglobal.com/esg/solutions/data-intelligence-esg-scores
https://www.spglobal.com/esg/solutions/data-intelligence-esg-scores
https://www.spglobal.com/esg/solutions/portfolio-analytics-business-involvement-analytics
https://www.spglobal.com/esg/solutions/portfolio-analytics-business-involvement-analytics
https://portal.s1.spglobal.com/survey/documents/spglobal_esg_scores_methodology.pdf
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For the Business Involvement Screens transition, existing screens will be replaced by
the direct equivalent in the new data set and no modifications will be made to the
existing levels of involvement described in the relevant index methodology.
Sustainalytics’ Global Standards Screening dataset will continue be used where
relevant.

. How were these decisions made? The changes are being implemented following

feedback gathered from a market consultation that S&P DJI conducted in 2023. As part
of its index governance process, S&P DJI periodically conducts market consultations to
help inform customers, index users and market participants of proposed index
methodology changes and ensure that its indices and benchmarks continue to remain
timely and relevant and reflect appropriate global financial market trends, including
those related to the evolving sustainability landscape.

In early December 2023, S&P DJI conducted a market consultation outlining the two
proposed changes to gather comments and feedback from key customers, index users
and market participants. S&P DJI also extended the consultation period in early January
2024. Following a review of the consultation results, S&P DJI then announced its
decision on Jan. 23, 2024.

S&P DJI reviews its methodologies and data sources on an ongoing basis to ensure
that its indices use the most appropriate datasets that are available to help the indices
better meet their objectives and its clients make better informed decisions.

. When will these changes be implemented? S&P DJI will implement the changes to

the impacted indices on a rolling basis beginning as of the market open on Wednesday,
May 1, 2024. The impacted indices’ rebalancing effective as of that date will transition to
the S&P Global ESG Scores and Business Involvement Screens at this time, with the
remaining indices transitioning effective as of their next scheduled annual
reconstitutions.

For more details, please refer to the Impacted Indices Spreadsheet to view the effective
date of these changes.

Please note that the impacted methodologies on S&P DJI's website are also being
updated on a rolling basis to reflect these changes.

. Are there any sustainability indices that are not affected by the change? Yes,

indices that do not use either the S&P DJI ESG Score or the Sustainalytics’ Product
Involvement Screens are not affected by these changes. For example, S&P DJI’s fixed
income indices, including any iBoxx Sustainability Fixed Income Indices, are not
affected. The Dow Jones Sustainability Indices (DJSI), however, will only be
transitioning to the S&P Global Business Involvement Screens because this index
series already uses the S&P Global CSA Scores (i.e., the S&P Global ESG Scores
without the inclusion of any modelling approaches). Other indices that do not form part


https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20231206-1467923/1467923_sp-glb-bis-glb-esg-scores-consult-12-6-2023.pdf
https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20240110-1470057/1470057_sp-glb-bis-glb-esg-scores-consult-extended-1-10-2024.pdf
https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20240123-1470259/1470259_sp-glb-bis-glb-esg-scores-consult-results-1-23-2024.pdf
https://www.spglobal.com/spdji/en/documents/additional-material/esg-score-bis-transition-impact-20240123.xlsx
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of this transition include the S&P Carbon Efficient Indices and the S&P Fossil Fuel Free
Indices, which will not transition screens or scores, as these datasets are not used
within their respective index methodologies.

Why is S&P DJI switching data sources from Sustainalytics’ Product Involvement
Screens to the S&P Global Business Involvement Screens? By transitioning to the
S&P Global Business Involvement Screens, S&P DJI will be able to leverage S&P
Global’'s comprehensive network of data resources, as well as enhance transparency to
its clients.

The S&P Global Business Involvement Screens measures companies’ direct and
indirect exposures to specific products and services across 32 categories (such as
tobacco, pesticides, etc.), quantified as percentages of total company revenues and
total company ownership. For each of the screens, S&P Global provides definitions of
the product or service, analyst descriptions of company exposure, the method used to
calculate revenue, revenue ranges, actual revenue numbers and data source
documentation where available.

The main enhancements expected from this transition include:

- Data Quality: The S&P Global Business Involvement Screens dataset relies on,
and leverages, the depth and breadth of knowledge and data from across S&P
Global data solutions (e.g., Trucost datasets, Commodity Insights datasets,
Fundamentals, Product Descriptions, Business Segmentation teams, Industry
Classification data, Supply Chain and Corporate Structure data, and Company
Documents & Filings Infrastructure).

— Transparency: Granularity can be provided around reasons for exclusions for
companies removed from a relevant index due to them crossing certain revenue
thresholds from specific business activities. This level of granularity includes
calculation steps, sources and details on estimation, if applied.

For more information about S&P Global Business Involvement Screens, please see the
S&P Global Business Involvement Screens Methodology document.

. Are there any indices that will continue to use Sustainalytics’ Product

Involvement Screens? Some S&P DJI sustainability/ESG indices will continue to use
Sustainalytics’ Product Involvement Screens where there are no equivalents from the
S&P Global Business Involvement Screens dataset.

. Will there be any changes to the UNGC Screening? No, Sustainalytics’ Global

Standards Screening data is not affected by this transition and will continue to be used
where relevant.


https://www.spglobal.com/esg/documents/sp-global-business-involvement-screens-methodology-2023.pdf
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8. Will there be any additional methodology changes? As mentioned, S&P DJI

reviews its index methodologies and data sources on an ongoing basis to ensure that its
indices use the most appropriate datasets that are available to help the indices better
meet its stated objectives and its clients make better-informed decisions.

For sustainability/ESG indices transitioning to S&P Global Business Involvement
Screens datasets, existing involvement screens will be replaced by the direct equivalent
in the new data set and no modifications will be made to the existing levels of
involvement.

Again, the impacted index methodologies on S&P DJI’s website are also being updated
on a rolling basis to reflect these changes.

. Why is S&P DJI changing from using S&P DJI ESG Scores to S&P Global ESG

Scores? S&P DJI will be transitioning from the S&P DJI ESG Scores to the S&P
Global ESG Scores, as the latter should target a more accurate and complete
representation of the sustainability performance of companies, while addressing
disclosure bias and thereby enhancing the index use case.

10.What are the differences between the S&P DJI ESG Scores and the S&P Global

ESG Scores? While several components of the scoring process are the same, such as
the underlying research methodology, data collection and quality assurance, there are
meaningful differences in the scoring processes between S&P DJI ESG Scores and
S&P Global ESG Scores.

For both the S&P Global ESG Scores and the S&P DJI ESG Scores, the starting point
is the information collected and scored as part of the S&P Global Corporate
Sustainability Assessment (CSA). The impetus for the transition is related to the
mechanism used to close disclosure gaps in corporate reporting to ensure a distribution
of scores as part of index selection. The differences in the approaches can be
summarized as follows:

— For S&P Global ESG Scores: In cases where CSA questions are unanswered, gaps
in disclosures are identified and filled by producing a score based on statistical
modeling approaches. CSA question scores are then weighted and aggregated to
compose the final S&P Global ESG Score.

— For S&P DJI ESG Scores: In cases where CSA questions are unanswered, a pre-
defined selection of questions is classified as "mandatory.” Unanswered non-
mandatory questions are not scored, while unanswered mandatory questions are
given a score of 0. The weight of the unscored questions is then redistributed to the
remaining questions during the aggregation process. In addition, the scores are
normalized at each aspect level (i.e., at each of the three levels of the score—
criteria, dimension and total ESG Score) before aggregating them further.


https://www.spglobal.com/esg/csa/
https://www.spglobal.com/esg/csa/
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For more information about S&P Global ESG Scores, please click here or refer to the
S&P Global ESG Scores Methodology document.

11.1s there any impact to how the S&P Global ESG Scores are applied? For the S&P
Global ESG Score transition, there will be no change to how the score is used across
the affected indices. However, individual company-level S&P Global ESG Scores may
be different to the equivalent S&P DJI ESG Score, due to the introduction of modeling to
address data gaps.

For additional details about the S&P Global ESG Scores, please refer to the S&P Global
ESG Scores Methodology document.

12.Are the S&P Global ESG Scores relative? Why are they not normalized as the
former S&P DJI ESG Scores were? There is a more even distribution of scores
between industry groups with the modeled S&P Global ESG Scores than the S&P
Global CSA Score or even the S&P DJI ESG Score, which applied normalization at the
CSA industry level. The headline S&P Global ESG Sores are relative, as the 62 CSA
guestionnaires have been designed to be industry-specific and to capture the most
material factors in each industry. For more information on the difference between the
three types of scores, please see the table below.
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https://www.spglobal.com/esg/solutions/data-intelligence-esg-scores
https://portal.s1.spglobal.com/survey/documents/spglobal_esg_scores_methodology.pdf
https://portal.s1.spglobal.com/survey/documents/spglobal_esg_scores_methodology.pdf
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Characteristics of S&P Global ESG Scores, S&P DJI ESG Scores and S&P CSA Scores

Criteria

Underlying Research
Methodology

Calculation Agent
Review Frequency

Data Collection

Quality Assurance

Company Controversy
and Risk Screening

Question Scoring

Question Weights

Criteria Scoring

Criteria Weights

Dimension Scoring

Dimension Weights

Total ESG Score

Normalization

S&P CSA Scores S&P Global ESG Scores S&P DJI ESG Scores
S&P Global Corporate Sustainability Assessment (CSA)

S&P Global

Annually (with monthly controversy updates)

CSA completed either by direct company participation or by S&P Global ESG Research analyst
using publicly available data

Detailed, multi-tiered quality control process according to S&P Global guidelines. Annual
independent third-party assurance on research and quality control process

S&P Global Media & Stakeholder Analysis (MSA)
Aggregation of data points by Aggregation of data points by

Aggregation of data points predefined CSA methodology. | predefined CSA methodology.

) Unanswered questions that Unanswered questions that are
by predefined CSA : licl lab
methodology require pub icly avai able not mandatory are not scored.
: . information are given a score Mandatory questions that are
Unanswered questions .
) of 0. Other unanswered unanswered are given a score of

are given a score of 0. : . .
questions are scored using a 0. Question-level scores are
modeling approach. normalized within industry.

Predefined industry CSA weights determined by S&P Global, based on materiality of
sustainability factors to the specific industry

Question scores are aggregated
to a criteria score. Weight of
unanswered questions is
redistributed among other
questions within the criteria, if they
are not mandatory, to maintain
criteria weights.

Predefined industry CSA weights determined by S&P Global, based on materiality of
sustainability factors to the specific industry

Total score resulting from the weighted sum of all question
scores in each criterion

Criteria scores are aggregated to
a dimension score. If all questions
in a criteria are unanswered, the

Total score resulting from the weighted sum of all criteria weight of the criteria is

scores in each dimension redistributed among other criteria
within a dimension
(environmental, governance, and
social).

Dimension weights are always preserved according to the original S&P Global weighting scheme,

irrespective of how criteria questions are answered.
Absolute score resulting from the
weighted sum of all dimension

Total score resulting from the weighted sum of all dimension | scores. Total ESG score is then

scores adjusted using distribution
standardization approaches to
place scores between 0 and 100.
Scores are normalized within

Industry scores are not normalized assessed CSA industry

Source: S&P Dow Jones Indices LLC. Table is provided for illustrative purposes.
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13.Will any of S&P DJI’s indices continue to use S&P DJI ESG Scores? No, S&P DJI
is sunsetting/decommissioning the use of its S&P DJI ESG Scores. Again, the transition
for both changes begins in May 2024 and will be applied on a rolling basis throughout
the following months and as we approach the next annual reconstitution for each index
family affected by the transition.

14.Will | still be able to license S&P DJI ESG Scores? With the sunset/decommission of
the S&P DJI ESG Scores, S&P DJI will cease the delivery of any new S&P DJI ESG
Scores data starting in April 2024. Existing licenses will be able to access constituent-
level S&P Global ESG Scores instead.
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General Disclaimer

© 2024 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US 500, US 30, S&P 100, S&P COMPOSITE 1500,
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, DIVIDEND
MONARCHS, BUYBACK ARISTOCRATS, SELECT SECTOR, S&P MAESTRO, S&P PRISM, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx,
iBoxx, ABX, ADBI, CDX, CMBX, MBX, MCDX, PRIMEX, HHPI and SOVX are trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates.
DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or
in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”)
do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P Dow Jones Indices
is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties and providing custom calculation services. Past performance of an index is not an
indication or guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. Index performance does not reflect trading costs, management fees or expenses. S&P Dow Jones Indices makes
no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any
such investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. S&P
Dow Jones Indices is not an investment adviser, commodity trading advisor, commaodity pool operator, broker dealer, fiduciary, promoter” (as
defined in the Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor. Inclusion of a
security, commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold
such security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading advice.

Closing prices for S&P Dow Jones Indices’ US benchmark indices are calculated by S&P Dow Jones Indices based on the closing price of the
individual constituents of the index as set by their primary exchange. Closing prices are received by S&P Dow Jones Indices from one of its
third party vendors and verified by comparing them with prices from an alternative vendor. The vendors receive the closing price from the
primary exchanges. Real-time intraday prices are calculated similarly without a second verification.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

FAQ 8



