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+ Understanding the environment in which a
company is operating.

Setting the Scene

+ Reflecting typical company’s exposure to ESG
issues within that subindustry and adjusting it for
each company using betas that show deviations
from subindustry scores.

Assessing Exposure

« Distinguishing between manageable risks (those
Determining Manageable Risk within company control) and unmanageable risks

(those beyond company control without altering
the business model).

Calculating Managed Risk + Understanding how well a company mitigates ESG
exposure through policies, programmes, and initiatives.

il

« Unmanaged Risk reflects exposure that is either
unmanageable or not addressed by a company’s
policies, programmes, or proven track records.

It is calculated by subtracting the managed risk

score from the exposure score to give an ESG Risk
score for an issue. Issue-level ESG Risk scores are
aggregated to derive a company’s ESG Risk Rating.

(tHFR @ Sustainalytics Risk Ratings Brochure)
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Idiosyncratic Systemic
ESG Issues ESG Issues

Material ESG Issues

Stakeholder Corporate

Governance Governance

(HPRr : Sustainalytics ESG Risk Ratings Brochure)
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