Sustainability scoring methodology
How are the sustainability scores calculated?

The sustainability scores and associated commentary for ASX200 are provided directly by
Sustainalytics, a global provider of company-level environmental, social and governance (ESG)
research and ratings. The scores for managed funds that invest primarily in Australian and
International shares are provided by Morningstar in partnership with Sustainalytics.

Sustainalytics’ research process
Sustainalytics’ research methodology addresses a broad range of macro-level ESG factors and trends that
have a significant impact on each industry and company, creating both risks and opportunities for investors.
Each company is assessed by Sustainalytics via a comprehensive ESG research process that determines
the calculation of scores and associated commentary by Sustainalytics including:
> Sustainability score (the overall score),
> Environmental risk score,
> Social risk score,
> Governance risk score, and
> Controversy assessment.
The sustainability score is made up of the the environmental risk score, the social risk score and the governance risk
score for a company and includes an assessment of the company’s involvement in ESG-related controversies.

The ESG research process
The Company ESG research is conducted by a Sustainalytics’ analyst and includes the following steps:
> Step 1 – Review of company reporting
> Step 2 – Review of external resources
> Step 3 – Structural peer review and company feedback.

Step

1

Review of company reporting
Eg: annual reports, CSR reports, publicly available policies, etc.

In this step, the Sustainalytics analyst team reviews publically available company reports and identifies ESG indicators
which have been present over the last 12 months that fall within the 4 management dimensions listed below:

Disclosure of key ESG
metrics such as scope
of greenhouse gas
reporting and tax
transparency per
country

Management Systems
and policies eg health
and safety programmes,
targets for emission
reductions

Step

2

Disclosure

Quantitative
performance

Quantitative performance
metrics eg water intensity,
employee turnover rate,
carbon intensity, injury rates,
renewable energy use

Preparedness

Qualitative
performance

Assessment of a company’s
involvement in ESG related
controversies and incidents
eg operations controversies,
environmental supply chain
controversies

Review of external resources
Eg: media, Non Government Organisations, publications, etc.

The second step relates to a company’s qualitative performance, the fourth management dimension.
This step requires review of external sources to track a company’s involvement in ESG controversies and incidents.
Controversy research is conducted using a framework that determines the severity of an event, its associated risks to
the company, and the company’s management of the issue.

1. LOW

2. MODERATE

3. SIGNIFICANT

4. HIGH

5. SEVERE

The controversy
has a low impact
on the environment
and society, posing
negligible risks to the
company.

The controversy has
a moderate impact
on the environment
and society, posing
minimal risks to the
company.

The controversy has
a significant impact
on the environment
and society, posing
significant risks to the
company.

The controversy has
a high impact on the
environment and
society, posing high
risks to the company.
This category often
reflects structural
problems in the
company.

The controversy has
a severe impact on
the environment
and society, posing
serious risks to
the company. This
category represents
the most severe
corporate conduct.

The controversies identified, fall into one of the following 10 topics: business ethics, society and community,
environmental operations, environmental supply chain, product and service, employee, social supply chain, customer,
governance, and public policy.
Please note – BT Financial Group will only make available a summary and commentary from Sustainalytics for
controversies that are rated 3 or higher.

Step

3

Structural peer review and company feedback

This is the final step. Along with peer review by a second Sustainalytics analyst, the company is contacted to request
feedback and the scores are calculated. These scores can then be used as an indicator for assessing how well
companies manage their exposure to material ESG issues or risks.

Managed funds
Morningstar uses an asset-weighted average of the overall ESG score supplied by Sustainalytics. To receive a score, at least
67% of its assets under management must include the companies assessed by Sustainalytics globally, and have ESG Risk
Ratings. To learn in detail how Morningstar calculates the Sustainability scores for funds, view the document here.
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Important to know
Role of Sustainalytics
Sustainalytics Australia Pty Ltd ABN 37 607 393 028 (Sustainalytics) is a global research firm specialised in environmental, social and governance (ESG) research and
analysis and its role is solely limited to providing research and ESG analysis in order to facilitate well-informed decision-making. Sustainalytics makes no representation
or warranty, whether expressed or implied, regarding the advisability of investing in any asset or including companies in investable universes and/or portfolios nor shall it
accept any liability for damage or loss arising from the use of this overview or information contained herein in any manner whatsoever. Sustainalytics does not provide
financial or investment advice and nothing in this document should be read and construed as constituting financial or investment advice. Investors are expected to
independently determine their investment decisions and the general information contained in this overview should not be acted upon without obtaining specific legal,
tax, and investment advice from a licensed professional.

Role of Morningstar
Morningstar Australasia (ABN: 95 090 665 544, AFSL: 240892) is a subsidiary of Morningstar, Inc, a provider of investment research in North America, Europe, Australia,
and Asia. Morningstar does not guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution.
Any general advice has been prepared without reference to your objectives, financial situation or needs. You should consider the advice in light of these matters and if
applicable, the relevant Product Disclosure Statement before making any decision to invest.

Role of BT
BT Portfolio Services Ltd ABN 73 095 055 208 AFSL 233715 (BTPS) operates BT Panorama. An Investor Guide is available for BT Panorama, and can be obtained from
BTPS by visiting www.panorama.com.au/invest/documents or calling 1300 881 716. A person should obtain and consider the disclosure documents before deciding
whether to acquire, continue to hold or dispose of interests in BT Panorama Investments. BTPS is a subsidiary of Westpac Banking Corporation ABN 33 007 457 141
(Westpac). Apart from any interest investors may have in Westpac term deposits or securities acquired through BT Panorama, an investment in or acquired through BT
Panorama Investments is not an investment in a bank or a bank deposit. Westpac and its related entities do not guarantee an investment in or acquired through BT
Panorama. Past performance is not a reliable indicator of future performance, and future performance is not guaranteed. This document contains material provided
directly by third parties that is given in good faith and has been derived from sources believed to be accurate at its publication date but has not been independently
verified. It should not be considered a statement of fact nor as a comprehensive statement on any matter nor relied upon as such. No company in the Westpac Group
nor any of their related entities, employees, or directors gives any warranty of reliability or accuracy or accepts any responsibility arising in any other way including by
reason of negligence for errors or omissions. This disclaimer is subject to any requirement of the law. Information is current as at November 2019. © BT Portfolio
Services Ltd 2019.
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