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Our ESG strategy in focus

Analytical offerings span across Credit, ESG,
Sustainable Finance and Climate Risk solutions

Stand-alone ESG, Sustainable
Finance, and Climate Risk solutions

ESG ANALYTICS

VIgCQuiris

AN ATILIATE OF MOODY S

» Data, scores
and tools

» Serve demand for
both ‘values’ and
‘materiality’
assessment

ESG integration into credit ratings
and separate risk management solutions

CLIMATE RISK CREDIT RATINGS

SOLUTIONS

b
@ Four Twenty Seven MOODYS
@ T INVESTORS SERVICE

» Data, models »
and scores

» Systematic
evaluation of
climate change »
and physical risks

»

Integration of ESG

and climate change

risk assessment into credit
analysis

Supporting relevance and
credibility of ratings

Using own tools,
Vigeo Eiris and 427 data
and analytics

RISK MANAGEMENT
SOLUTIONS

Mooby’s
ANALYTICS

»

»

Climate change risk
modelling and scenarios

Green stress testing

Integration with credit
data and analytics

Commercial real estate

Data and
Analytics Feed

MOODY'S INVESTORS SERVICE
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Approach to incorporating EGG into ratings unchanged

Example of general approach, applied to private sector entity

. CREDIT
Environment ANALYSIS
al Assess potential
impact of ESG on:
* Product Demand
* Reputation
Soc * Cost of Production
o * Financial Strength
Governanc
e

MOODY'S INVESTORS SERVICE

METHODOLOGY
SCORECARD

Assess material
impactof ESG under
methodology
scorecard:

* Profitability

* Leverage

» Cash Flow

* Business Profile
* Financial Policy
» Scale
(revenues/assets)

OTHER
CONSIDERATIONS

Assess material
impact of ESG on:

* Other considerations
not captured in
methodology
scorecard

ESG &
CLIMATE
RISK

RATIN
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New Methodology will incorporate our credit relevant
ESG classification

Categories are the most material to credit, established by analytic working groups

Environmental

Carbon Transition
Physical Climate Risks

Water Management
Waste and Pollution

Natural Capital

Source: Moody's Investors Service

MOODY'S INVESTORS SERVICE
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Social

Private sector

Consumer
relations

Demographic &
societal trends

Human capital
Health & safety

Responsible
production

Public sector

Access to
basic services

Demographics
Education
Health & safety
Housing

Labor & income

ESG &
CLIMATE
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Governance

Private sector Public sector

Board structure,

L Budget
policies & R —
Procedures
Compliance & Institutional
reporting structure

Financial strategy

Policy credibility &
& risk

effectiveness
management
Management Transparency &
credibility & track disclosure
record
Organization
structure

ESG, 2020 4



Four components to MIS integration of ESG

il Ratings & Research

How is ESG integrated into
credit ratings?

ESG discussed in all rating
committees. Greater v
transparency in PRs and

research on ESG materiality

to a specific issuer.

ESG

Tools

ad Assessments

How is a specific issuer
exposed to ESG risks?

Assessments are issuer-specific
scores that provide rank ordering

of issuers along a single ESG risk.
Either MIS or affiliate scores (427 or VE).

MOODY'S INVESTORS SERVICE

Analytical

ESG Classification
What is ESG?

Framework Reports describe credit
focused classification of ESG risks.

Heat Maps

Is ESG material to
credit quality?
Heat maps provide relative ranking

of various sectors along the E and S
taxonomy of risks.

ESG &
CLIMATE
RISK
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How are ESG factors incorporated into an
Issuer’s credit rating?

» Every rating committee memorandum now incorporates an ESG discussion

» Where deemed material, ESG issues explicitly discussed in credit rating
announcements and credit opinion

» Specialist ESG team can attend rating committees and issuer meetings
—-41] G
e
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What does the Carbon Transition Assessment provides?

ESG &
CLIMATE
RISK

The CTA provides: The CTA is not:

What are the most material carbon transition factors

are for a sector

An assessment of the quantity or quality of
>< disclosure

How companies perform on each component to

A credit rating methodology
identify strengths/weaknesses ><

How companies compare against their peers on an
objective, consistent basis

Which companies are more resilient/prepared for a
low carbon transition

Areas that can inform our credit analysis by
providing more data or an alternative source

CLO LK
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Proposed power generation scorecard

ESG &
CLIMATE
RISK

4 equally-weighted components (A, B, C and D) to capture risk across time periods

Tailored to the Power sector %

P weight weight

Component A: Current low carbon transition business profile 25%
Fossil-fuel generation weighting — most recent year 12.50%

Utilization of fossil fuel plants — most recent year 12.50%

Component B: Exposure to medium term Technology / Policy / Market risk (IEA STEPS) 25%
Policy exposure (Weighted average by market) 8.33%

Technology risk (Weighted average by market) 8.33%

Market growth risk (Weighted average by market) 8.33%

Component C: Medium term response activities 25%
Planned fossil-fuel generation weighting in five years 25%

Component D: Long term exposure to rapid transition scenario (IEA SDS) 25%
Proportion of capacity closed in ten years 25%

MOODY'S INVESTORS SERVICE ESG, 2020 8



Scoring non-generation activities of power companies

»

»

»

»

»

Business related to electricity will score 1.6, ie between low risk/strong mitigation and
benefiting from energy transition

Gas T&D, retail, and other non-generation segments are borderline strong/moderate
performance on carbon transition

Services that facilitate efficiency and demand management are aligning with carbon
transition and will be scored as 1.6

Coal mining and other segments that are highly exposed to carbon transition will receive
a 3.4 score

Other uncategorized refers to business segments where the nature of the business is
unclear

CTA scores for non-generation operations of power companies

Business segment Adjustment score
Electric transmission & distribution 1.6
Network electricity 1.6
Gas transmission & distribution 2.5
Retail 2.5
Other low carbon activities 1.6
Other high carbon activities 3.4
Other uncategorized 2.5

MOODY'S INVESTORS SERVICE
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1.00-1.30
1.31-1.60

1.61=1.80
1.91=2.20
2.21-2.50

2.51-2.80
2.81=3.10
3.11-3.40

3.41-3.70
3.71-4.00

ESG, 2020
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This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on www.moodys.com for the most updated credit rating action information and rating history.

© 2020 Moody’s Corporation, Moody's Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All
rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT RATINGS AFFILIATES ARE MOODY’S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH
CURRENT OPINIONS. MOODY’S INVESTORS SERVICE DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR
IMPAIRMENT. SEE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL
FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S INVESTORS SERVICE CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-
CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF
CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK
AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS,
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS
TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS
CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS
AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER
PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or
mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable
including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance independently verify or
validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any
person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information

MOODY'S INVESTORS SERVICE

contained herein or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of present or prospective
profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned by MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any
direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful
misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY
FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCQ”), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc.
have, prior to assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees
ranging from $1,000 to approximately $2,700,000. MCO and Moody’s investors Service also maintain policies and procedures to address the independence
of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist between directors of MCO
and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly reported to the SEC an ownership
interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and
Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S
affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL
383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act
2001. By continuing to access this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt
obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (‘MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is
wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating
agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ
are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not
qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency and
their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or
MSFJ (as applicable) for credit ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately JPY250,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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