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The EU Taxonomy defines an environmentally sustainable activity as one that substantially contributes
to one of six environmental taxonomy objectives (Climate change mitigation; Climate change
adaptation; Sustainable use and protection of water and marine resources; Transition to a circular
economy, waste prevention and recycling; Pollution prevention and control; Protection of healthy
ecosystems) and, at the same time, does not significantly harm any of these. In addition, the activity
has to be conducted in alignment with minimum social safeguards. The ISS ESG EU Taxonomy
Alignment Solution provides information on corporate issuer’s alignment with the EU taxonomy,
leveraging information directly reported under Article 8 of the Taxonomy Regulation where available
and complementing with modelled alignment outcomes for issuers which do not report or fall outside
of ISS ESG’s taxonomy data collection universe. Information on the alignment with the taxonomy is
presented along five steps: (1) identifying taxonomy-eligible activities, (2) quantifying
revenue/capex/opex associated with these activities, (3) assessing their alignhment with substantial
contribution criteria defined by the EU Taxonomy, (4) checking whether the activities meet the Do No
Significant Harm (DNSH) criteria, and (5) whether those activities are compliant with social safeguards.

Outputs

ISS ESG EU Taxonomy Alignment Solution offers data directly reported by companies within ISS ESG’s
data collection universe as well as modelled data for companies that do not report and/or are outside
of ISS ESG’s data collection universe. For each activity the reported or modelled outcome for all five
separate steps of the process is provided, allowing users to follow the assessment sequentially. The
ISS ESG EU Taxonomy Alignment Solution goes beyond a binary assessment and distinguishes between
different categories of alignment. The company reported information within ISS ESG’s taxonomy data
collection universe will show Aligned and Not Aligned outcomes; modelled data comprises Likely
Aligned, Potentially Aligned and Likely Not Aligned results. Moreover, to facilitate an overall
assessment of a company, the output also includes the percentage value of revenue, capex and opex
associated with activities that are Aligned/ Likely aligned/ Potentially Aligned/ Likely Not Aligned/ Not
Aligned for each company. As such, the solution comprises both quantitative (revenue, capex and
opex figures) and qualitative (alignment assessments) outputs.

Research Process

Company reported taxonomy alignment data is collected by ISS ESG on an annual basis for each
company within the scope of data collection where data is available. The research process can be
broken down as follows:

= Data collection: Information is gathered from corporate disclosures such as sustainability reports
and annual reports.

= Quality assurance: Experienced analysts review the accuracy of collected data.

For companies that do not report their taxonomy alignment and/or are outside of ISS ESG’s data
collection universe, ISS ESG models issuers’ taxonomy alignment leveraging several proprietary, as
well as third party, data sets. These data sets include ISS ESG’s Energy & Extractives data, SDG
Solutions Assessment as well as FactSet’s Hierarchy with Revenue data, which are used to identify
involvement in eligible activities and quantify respective revenues and capex. A variety of factors from
ISS ESG’s Corporate Rating, Norm-Based Research, SDG Solutions Assessment and Climate Solutions

ISS-ESG.COM 1 of 3



METHODOLOGY & RESEARCH PROCESS ISS ESG b
ISS ESG EU TAXONOMY ALIGNMENT SOLUTION

are used to assess compliance with the EU Taxonomy’s screening criteria for substantial contribution,
DNSH requirements and minimum social safeguards. For more details, please refer to the respective
descriptions of those distinict ISS offerings.

Use of Estimated Data

While ISS ESG prioritizes taxonomy alignment data reported by companies where available, the
majority of outputs stems from ISS ESG’s model-based solution which leverages proprietary and third
party data to approximate the degree to which companies align with the EU Taxonomy. For
transparency, the ISS ESG EU Taxonomy Alignment Solution clearly differentiates which data is
reported vs. modeled.
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We empower investors and companies to build
for long-term and sustainable growth by providing
high-quality data, analytics, and insight.

SUCCEED WITH ISS ESG SOLUTIONS

Email sales@iss-esg.com or visit iss-esg.com for more information.

ISS ESG is the responsible investment arm of Institutional Shareholder Services Inc., the world’s
leading provider of environmental, social, and governance solutions for asset owners, asset managers,
hedge funds, and asset servicing providers. With more than 30 years of corporate governance
expertise and 25 years of providing in-depth responsible investment research and analytics, ISS ESG
has the unique understanding of the requirements of institutional investors. With its comprehensive
offering of solutions, ISS ESG enables investors to develop and integrate responsible investing policies
and practices, engage on responsible investment issues, and monitor portfolio company practices
through screening solutions. It also provides climate data, analytics, and advisory services to help
financial market participants understand, measure, and act on climate-related risks across all asset
classes. In addition, ISS ESG delivers corporate and country ESG research and ratings enabling its
clients to identify material social and environmental risks and opportunities.

This document and all of the information contained in it, including the methodologies which are
described, is the property of Institutional Shareholder Services Inc. (“ISS”) or its subsidiaries. The
Information may not be reproduced or redisseminated in whole or in part without prior written
permission of ISS. The Information has not been submitted to, nor received approval from, the United
States Securities and Exchange Commission or any other regulatory body. The Information is provided
for informational purposes only. While ISS exercised due care in compiling this document, ISS makes
no warranty, express or implied, regarding the accuracy, completeness or usefulness of this
information and assumes no liability with respect to the consequences of relying on this information
for any purposes. In particular, the Information provided does not constitute investment advice and
is not intended to constitute an offer, solicitation or advice to buy or sell securities nor is it intended
to solicit votes or proxies.
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