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Welcome

» This presentation will be recorded and all who registered will receive a follow-up email
containing a link to the presentation within a week.

= Participants can ask questions throughout the presentation using the WebEx chat
function and they will be answered during the last 15 minutes of the webinar in the order

that they were received.

@ Cisco WebEx Meeting Center

File Edit Share View Audio Participant Meeting Help

Quick Start Meeting Info

» Send your question to “Everyone” so that
those answering the questions will be able
to see them.

Type your question

=+ Mew Whiteboard

2 and send
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http://www.erm.com/en/sustainabilityreport2017/megatrends/climate-change/
http://www.erm.com/en/sustainabilityreport2017/megatrends/digital-transformation/
http://www.erm.com/en/sustainabilityreport2017/megatrends/population-growth/
http://www.erm.com/en/sustainabilityreport2017/megatrends/emerging-middle-classes/
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Presentation Overview

@ Value-to-Society Approach

@ Evolution of the Social and Human Capital Protocol

Measuring Shared Value & Social Return on Investment

@ Natural Capital Contribution of Oceans
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Value-to-Society Approach
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Value-to-Society
Embedding the Natural & Social Capital Protocols in a monetized metric

Bio-Mass-Balance

~.
i IT solutions for
sy customers
o

Sustainable
Solution Steering®

SEEBALANCE®

Investment
appraisals

Corporate
carbon footprint

P

2015 2017/8

Eco-efficiency
analysis

AgBalance™

SEEBALANCE®

Corporate —
Portfolio & digital solutions —

Products along the value chain —

O-BASF
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The innovations
Assessing financial & pre-financial impacts along the value chain in a monetary unit

Traditional reporting Impact valuation B
Quantified output (€, CO,e, LTI...) Valued financial & pre-financial impacts //?:;/
(€) 7 ; "i,‘
Benefits to society Costs to society
Input — Raw materials Output — tCO,e
Delivering a net positive contribution
Input — Human resources Output — Employment to ensure license to operate

Outcome — Wages Impact — Purchase power

How our business activities are affecting the well-being of people.

9 O-BASF
We create chemistry



Our contribution to sustainable growth: Results 2016
Since 2013 net positive contribution in each step of the value chain

Full external supply chain Own operations Customer industries

Net income
Amortization
Taxes

Wages & benefits
Human capital

Health & safety

|

Air pollution |
GHGs [ |

Land use |
Waste |

|

|

0

Water consumption

Water pollution

-10 0 10 20 30 -10 10 20 30 -10 0 10 20 30
billion € Value contribution from BASF procurement Value contribution from BASF operations Value contribution from BASF sales

BASF model delivers results, which are directionally correct
10 O-BASF
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Piloted application areas
Stronger embedment of sustainability on the strength of business language

Corporate level Project level Product level

.:T_:E = :=_ S Annual ;..m = Site T%’T":":'-..- TR TR Contribution of

4 contribution T development == 7 @  product portfolio
e ——— = ——
- = = Progress =T b - Acquisitions / i —a N Contribution of

- monitoring =+ = divestments = single products

4 sy L . Relevance along oo Technology Product

=K 4 it Ll = 1 H

%3%—;% %‘;’%@Q) the value chain = L shifts performance

Positioning & Materiality — «f Decision making Goal setting  $§

Improved transparency & integrated thinking, better understanding of risks & opportunities
11




Path forward
Further embedment & engagement

Implementation

= Corporate & project assessment

= Extend scope, improve robustness & reliability

(e.g. KPMG process assurance)

= Exploring further applications

(e.g. decision making, strategy development R&D)

= Communication

(e.g. web, Report, Factbook)
Assess benefits & limitations

12

Engagement

= Best practice sharing & learning < 11l

(e.g. Impact Valuation Roundtable)

@wbcsd

= Standardization & alignment

(e.g. 1ISO, Chemical Sector Guidance, Natural

& Social Capital)

= Qutreach & multipliers HELUSIVE

(e.g. Embankment Project, conferences)

Seek for convergence to compete on performance

O-BASF
We create chemistry



Summary

Value-to-Society is

= Assessing our ‘real’ contribution to a

sustainable future

= Pragmatic, scalable, transferable,

auditable

= Improving our integrated thinking

13
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Evolution of the Social and Fluman
Capital Protocol

%
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Social & Human
Capital Protocol:

Qo :
Capital Coaltion | APril 2018



The Interest
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Social & Human
Capital Protocol

The Social & Human Capital Protocol

People are at the core of business. They are companies’
employees, customers, suppliers, distributors, retailers and
neighbors. Their growth and well-being matter to the bottom
line. But...

 Lack of consensus and alignment
« Different approaches and methods
« Under-investment in social and human capital




Recent Market Developments

* BlackRock

* “Companies must ask themselves: What role do we play in

Social & Human
Capital Protocol

the community? How are we managing our impact on the

environment? Are we working to create a diverse

workforce?”

* “Research has consistently shown the importance of
human capital to company performance. Companies
included in Fortune magazine’s “100 Best Companies to
Work For” lists earned, over the long-term, excess risk-

adjusted returns of 3.5%.”

& Human
alition

BLACKROCK

LARRY FINK'S ANNUAL LETTER TO GEOS

A Sense of Purpose

ar, | have had the opponunity o

s 3 great pi

BLACKROCK'




Social & Human
Capital Protocol

Recent Market Developments
Corporate Activity

» Salesforce
* April 2018

* “One of the reasons we’re considered such a great place
to work (Eortune rated them #1 this year) is that from the

time we founded the company, we emphasized
philanthropy and social responsibility. We pay employees

to give their time to local schools and charities, and we LEADING BY EXAMPLE TU
have donated more than $180 million to non-profits.” CLUSE THE GENDER PAY GAP

Unequal pay between men and women is a persistent problem in the

United States. Salesforce, a tech company with 30,000 employees, is doing
its part to change that

Source: https://www.cbsnews.com/news/salesforce-ceo-marc-benioff-leading-by-example-to-close-the-gender-pay-gap/

&
@ocia\ & Human
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https://www.cbsnews.com/news/salesforce-ceo-marc-benioff-leading-by-example-to-close-the-gender-pay-gap/

Social & Human
Capital Protocol

Recent Market Developments
Corporate Activity

» Salesforce
* April 2018
* “The World Economic Forum says that it'll take more than 100

years for us to pay men and women equally.”

* “We said we're going pay men and women equally at this
company, and we're going to go through and level set every

job, every division, and every department, we're goingmake  LIEADING BY EXAMPLE TO
curo that wo have gender oqualty.” CLOSE THE GENDER PAY GAP

Unequal pay between men and women is a persistent problem in the

e “It cost us about $3 million for us to do those adjustments the United States. Salesforce, a tech company with 30,000 employees, is doing
its part to change that

first year.”

Source: https://www.cbsnews.com/news/salesforce-ceo-marc-benioff-leading-by-example-to-close-the-gender-
pay-gap/

&
@ocia\ & Human
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Social & Human

Human Capital Activity Capital Protocol

Harvard Law School — Pensions & Capital Stewardship Project

2014 — CalPERS - fair labor practices, health and safety, responsible contracting and diversity.

2014 — Human Capital Management Coalition - workforce demographics; workforce stability; workforce
composition; workforce skills and capabilities; workforce culture and empowerment; workforce health and
safety; workforce productivity; human rights; and workforce compensation and incentives

2015 — Investment Association - total headcount, “broken down by the division between full-time and
part-time employees, gender, and diversity; Annual turnover—including both planned and regrettable
turnover; Investment in training, skills, and professional development—including the rate of progression
and promotion within the business; and Employee engagement score.

2016 — Pensions & Lifetimes Savings Association - gender diversity; employment type, such as full-time,
part-time or agency workers; staff turnover; accidents, injuries and workplace illnesses; investment in
training and development; pay ratios between the highest paid and median and lowest quartile workers
across the company; and employee engagement scores.

2017 — Committee on Workers Capital - workforce composition, unionization, worker participation in
decision-making, OHS practices, training and development and employee compensation policies.

2017 — Share Action (Workforce Disclosure Project (WDI)) - workforce composition, worker welfare,
investment in skills and worker representation.

Source: https://lwp.law.harvard.edu/files/Iwp/files/pension_paper_corporate_disclosure_of human_capital_metrics_102317.pdf



https://lwp.law.harvard.edu/files/lwp/files/pension_paper_corporate_disclosure_of_human_capital_metrics_102317.pdf

Social & Human
Capital Protocol

The Coalition views Human Capital Management Members:
. UAW Retiree Medical Benefits Trust
(HCM) as encompassing a broad range of corporate AFL-CIO Office of Investment
. Amalgamated Bank LongView Funds
practices related to the management of employees, California Public Employees’ Retirement System
. . . California State Teachers’ Retirement System
InC|Ud|ng, bUt not |Im|ted tO, Calvert Research and Management

o hll’lng and retention, Connecticut Retirement Plans and Trust Funds
CtW Investment Group

° employee engagement, Domini Impact Investments LLC
o training, Hermes Equity Ownership Services

) lllinois State Board of Investment
° compensation, Office of Illinois State Treasurer Michael W. Frerichs
» fair labor practices,

International Brotherhood of Teamsters
* health and safety,

Legal and General Investment Management
LIUNA
* responsible contracting,

The Nathan Cummings Foundation
Office of the New York City Comptroller Scott Stringer

° ethics, Office of the New York State Comptroller Thomas P. DiNapoli
. Ohio Public Employees Retirement System
* desired company culture, and Pennsylvania Treasury
+ diversity, both with respect to a company’s direct employees and Segal Marco Advisors
to the employees of vendors throughout the company’s supply il f;:]f{,leaﬁgﬂgemem
chain. UAW Employees Pension and Severance Plan

UFCW Pension Plan for Employees

Zevin Asset Management
24 Source: http://www.uawtrust.org/hcmc &
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http://www.uawtrust.org/hcmc

Human Capital/OSH Topics

« Training Hours

« Training Cost

* Return on Training

« Employee Development

+ Employee Development Business Benefits
« Employee Development Qualitative
» Operating Profit per Employee

* OHS Framework

* OHS Oversight

«  OHS Work Environment

* Lost-Time Injuries

« Fatalities

Source:
https://lwp.law.harvard.edu/files/lwp/files/pension_paper_corporate disclosure_of human

capital_metrics_102317.pdf

October 2017

Corporate Disclosure of
Human Capital Metrics

Aaron Bemnstein, Senior Research Fellow
Larry Beeferman, Project Director

Pensions and Capital Stewardship Project
Labor and Workife Program, Harvard Law School



https://lwp.law.harvard.edu/files/lwp/files/pension_paper_corporate_disclosure_of_human_capital_metrics_102317.pdf

The Reality
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0O&G - Bloomberg ESG Data Canital Protoco

Number of | Number of | Employee Percent Number of | Number of | Training per Cost of Training
Employees | Temporary Turnover Employees Part-Time | Contractors | Employee Employee Policy
| Employees | Percent | Unionized | Employees | | | Training |
16 Y
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0O&G - Bloomberg ESG Data Canital Protoco

Employee Lost Time Employee Contractor Total Lost Time Contractor Health &
Accidents Accidents Fatalities Fatalities Fatalities [Incident Rate| Recordable Total Safety Policy
Incident Rate| Recordable
Incident Rate

C
Chevron

Petroleoum and
Chemical Corp
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Petrobras
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0O&G - Bloomberg ESG Data Canital Protoco

Employee |% of Women |% Women in | % Minorities | % Minorities (% Disabled in Equal Fair Employee
Average Age in Workforce in in Workforce| Workforce | Opportunity |Remuneration (Average Age
|Management| |Management| _ | Polic | Polic _
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0O&G - Bloomberg ESG Data Canital Protoco

Number of Community Community Human Rights | Anti-Child Labor | Social Supply Number of
Customer Spending Spending as a % Policy Policy Chain Suppliers Audited
Complaints of EBITDA Management

Measures

BP 45258495 o Y

17467674

54887273

20949038

75554280

188735962.6
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Developing the Social & Human Capital Protocol
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http://wbcsdpublications.org/project/building-the-social-capital-protocol-insights-into-employment-skills-and-safety/

Social Capital Protocol Engagement & Support
(Contributing Companies)




*

Social & Human

The Social and Human Capital Protocol Capital Protocol

STEP 12
Contribute
to mainstreaming

Understand social capital and its
relevance to the business

STEP 11

1. It provides a consistent Riidsndioiod
process to guide companies
through the journey of
measuring, valuing and 4 eny e
better managing social & INTEGRATE
human capital.

2. It provides a framework X
for collaborative action it i akoron
towards harmonized and e

Identify the business case
and potential business decisions

STEP 4
Determine target audience
and objectives

STEPS
Set boundari ies
Standardized approaCheS' Selactappri.;:tz 3 MEASURE g;?:eathem'pact
valuation technique & VA |_ U E or dependency pathway

L
<32gocia\ & Human
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Where we are now: Uptake " Social & Humar

Capital Protocol

* 1,400 Downloads
e 2,000 Online users

e 3% of WBCSD members
reporting




The Social & Human Capital Coalition

 Launched April 17, 2018
A multi-stakeholder network
* Open & inclusive

» Take a lead in setting the
agenda

* Be recognized as a contributor
* Learning though sharing
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The Social & Human Capital Coalition

BELIEF
* COMPANIES THAT TRULY VALUE PEOPLE AND RELATIONSHIPS WILL BE MORE SUCCESSFUL

PURPOSE

WHO WE ARE AND WHAT WE ARE ¥ Enabling companies to integrate people, planet and profit as drivers of sustainable growth

ABOUT

VISION . Social & human capital will be consistently measured and valued in corporate, investor, government and
WHAT WE WANT TO ACHIEVE organizational decision-making

MISSIONS . Mobilize: Socialize: Harmonize: Capitalize:

HOW WE ACHIEVE THE VISION Activate motivated Build a network to Promote global Work with partners

and forward-thinking support new thinking acceptance of to ensure capital
companies and engagement Social & Human markets recognize
Capital Protocol and reward social &
human value




Timeline

Consultation Close
Consultation opens

17 April

2018

Consultation period
Ongoing webinars and workshops
1

WV

T

Post consultation update

1st consultation
workshop

Launch of version 2
Social & Human
Capital Protocol

& Human
oalition




The Social & Human Capital Protocol
Consultation

« The consultation will run for 60 days, concluding on June 18, 2018

« Comments from this and further workshops, as well as the online
platform and webinars will be reviewed and integrated into the
updated Social & Human Capital Protocol

« The updated Protocol will be launched in Q4 2018

*

Social & Human
Capital Protocol




Benefits of the consultation

For contributors:

Help shape the Protocol

Be recognized as a contributor

Collaborate with experts

Deepen your knowledge of current best practice

For the Coalition:

Engagement opportunity
Incorporate wider perspectives
Confer ownership

Increase rigor and acceptance
(Widen awareness and uptake)

*

Social & Human
Capital Protocol




How to participate

Join the Coalition at: www.social-capital.org

Participate in the consultation by:
* Reqistering for the Collaborase online platform at:
https://collaborase.com/social human_capital

 Attend future (details to follow)
 Participate in consultation (details to follow)

Contact any of today’s presenters
General enquiries at: info@social-capital.org



http://www.social-capital.org/
https://collaborase.com/social_human_capital
mailto:info@social-capital.org

Social & Human
Capital Coalition

Mike Wallace: Mark Graham:
Executive Director, Technical Director,
Social & Human Social & Human
Capital Coalition Capital Coalition

Mike Wallace’s time is kindly provided on secondment from BrownFlynn, an ERM Group company Bl




contacts

Mike Wallace

Executive Director, The Social & Human Capital Coalition
wallace @social-capital.org

Mark Graham

Technical Director, The Social & Human Capital Coalition
graham@social-capital.org

Eva Zabey
Director, WBCSD, Redefining Value [
Zabey@wbcsd.org

Maison de la Paix | Chemin Eugéne-Rigot 2B
CP 2075 1211 Geneva 1 o
Main: +41 (0)22 839 31 64 8

Matthew Watkins

Associate, WBCSD, Redefining Value
Watkins@wbcsd.org

Maison de la Paix | Chemin Eugéne-Rigot 2B
CP 2075 1211 Geneva 1
Main: +41 (0)22 839 31 64

44
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Social Impact and Shared Value?

Social impact - the effect an organization's
actions/ activities have on the well being of the
community/ society

Shared value - a management strategy in which
companies find business opportunities in social
problems/ challenges

46
The business of sustainability

About change,
outcomes and
trends (not just
inputs/ outputs/
point in time)

ERM



ERM Approach

Focuses on systematic use of data and varied measurement approaches
including Social Return on Investment (SROI) to identify, define and manage a

company’s social and sustainability programs for social impact and shared value....

1. Understand
IO your context

(/@*

2. Design & act
for impact

3. Monitor
& report

47
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Understand Context

a
@ Objective Outcome

- Systematically understand * Identify and frame the scale
the operating context in of the social challenge(s)
which a company’s and needs/ expectations
decisions and investments that company’s can help to
are made by characterizing address.

the touchpoints between a
company’s value chain and
society.

48 *)
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Understand Context

SOUTH DEEP’S SOCIO-ECONOMIC IMPACT

% whers employess come from
The information on host communities (placa of brth)
contained in this circle comprises data e
COMMUNITY PROFILE: 2016 DATA from the community datebase from EMPLOYEE PROFILE: 2017 DATA
2011 - 2016 (Stats SA) and the Gold . . b
Fields employes databasa of 2017 4 . b
MUNCIPAL POPULATION ¢
\ WESTONARIA: 7
(*) @ - 0N * i SOUTH DEEP'S HOST COMMUNITI y e 20 g s e 21
W 1 W 5 0 of employees originate
55% 45% (2011 7% 93% i 0 from Gauteng

EMPLOYEE RACE AND GENDER

H®

17%
Hillshaven & JHL 1 **
1
_Populaﬂon 2,500 14% 86%

Average age: 42 34

EMPLOYEE LANGUAGE

®000

Thusanang ® 2%
— Population 2200 e

m s o e me
Swaro
1,300 Astases
]
]

thlwed ]

Glenharvie ——— Hostels
Population
Employed

BR oo 7 000

Unemployed youth

Poortjie ®

0000 0
G~ Population 10,900
CRIME STATISTICS ea Doty P EMPLOYEE EDUCATIONAL LEVELS

et ooy Gold Fields 384 2
con 8m00 s 9 @ S
® 51-55 4% 5% 51% 10% GET
NONE GET FET HET ‘General Education and Traning
» 46-50 iy

Violent crime Drug-related Robbery @ 40-45 g Further Education end Traring
(1,370) (04) ki 8 8 3 HET
29 ® Bad perfomance
MEJurgsr o NggE g?r ?:?;/F :f EVI'.' Hgher Education snd Traring
Sexual offences m IR,
(127)
4 9 ﬁ Formal  ~SEX_ Informal
Rata par capita (per 100 000 pacple) (80%) " (38%) O Access to water e Access to sanitation 0 Access to electricity 0 Access to waste removal

The business of sustainability ERM



Design & Act for Impact &

Grounded in “theory of change”

for action

C O Whstsinaiolers el ot
Objective Outcome =
+ To design and * Aclear

implement understanding of the

programmes to “theory of change”

maximise social and_lnternal

change and create business case

shared value enables prioritization Focus on “shared value” balancing internal/ external

and access to
capital.
f
£
=]
E
£
S|
[
(=]
o
Qo
E
| .
o0 Impact on business J

The business of sustainability ERM



Nb. - SROI vs. ROSI &

SROI - principles-based method
SROI = Sum of the benefits to for measuring extra-financial value

Impact on stakeholders/ community/ society that
community

(i.e. social and environmental

) _ value not reflected in conventional
are valued for project + total financial accounts) relative to

investment in the project resources invested
The Network ™

_ ROSI — typical financial accounting
ROSI = Sum of the benefits to a tools considering impact on P&L,

company resulting from project + total balance sheet, share price etc.
with Total Return to Shareholders

investment in the project (TRS) measure based on a range

of value drivers that are impacted
by sustainability initiatives

Impact on
business

51 ,
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Monitor & Report

oiks
Objective Outcome
« To continuously and * Maximized shared value
systematically monitor the through dynamic adjustment
impact achieved of programs/ strategies,

whilst being able to

demonstrate contribution to
social change and facilitate
dialogue with stakeholders

We use a wide range of methods to assess impacts
achieved. This includes considering both qualitative and
guantitative measures of change to enable a meaningful

understanding of stakeholder experienced change >>>

52
The business of sustainability
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Considerations

53
The business of sustainability

Priorities/Goals
e.g. reporting, decision
making, social license to
operate

Trade-offs
Between data quality and
efforts/ costs

Engagement
Parts of the organization/
functions to engage

Partnerships

ERM



Benetfits of Impact Thinking

Informed
Decision Making

Social License to
Operate

Focus on
Performance &
Outcomes

Greater Impact &
Value Creation

Improved
Communication

54
The business of sustainability

ERM



Natural Capltal Contrlbutlon of
Oceans =i |

55
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"~ THENATURAL CAPITAL PROTOCOL
."w. . FORTHEOCEAN

NATURAL : ‘
CAPITAL CONSERVATION \/%¢
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Stage

Step

WHAT IS THE OCEAN SUPPLEMENTTO
THE NATURAL CAPITAL PROTOCOL?

02 04

Take action

Get Define the Scope the Determine Measure Measure Value Interpret

started objective assessment the impacts impact changes impacts and test
and/or drivers and/or in the state and/or the results

dependencies dependencies of natural dependencies
capital

The Natural Capital Protocol for the Ocean the provides businesses with a standardized
framework to identify, measure, and value impacts and dependencies on marine natural capital,
focusing on the unique value-chains of ocean goods and services, and the special characteristics

of ocean resources.



OVERVIEW OF RESEARCH PROJECT

WHO IS THE PROTOCOL FOR?

Living Resources Shipping & Cultural Services Energy & Marine
Transportation & Tourism Extraction Engineering

HOW WILL IT HELP
BUSINESSES? WHAT ARE THE BENEFITS?

* |dentify, measure, and value material impacts and * Better decision-making and sustainable management of
dependencies marine natural capital, long-term sustainable operations,
* |dentify business model risks and opportunities improved monitoring and reporting
* Consolidate approaches into a standardized e Cost reductions, improved financing

framework * Business models/revenue streams
 Address underlying drivers (e.g. climate change, e Anticipating of regulatory changes and better alignment (e.g.
plastics) UN SDGs)

59. Highlight practical examples and case studies * Climate mitigation and adaptation strategies
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LOOKING FORWARD - NEXT STEPS

Technical development

3 a. . Launch
&, - 5 months

9 months Incorporate
feedback from
Develop protocol, incorporate pilot. Launch
feedback, and finalize content finalized Protocol

Engagement Pilot & consultation
5 months 5 months
Increase Test application of Protocol
engagement, identify and conduct additional
partners, and raise consultations

awareness through
workshops, webinars,
and conferences
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In partnership with
Ac E S ECOSYSTEM MARKETS

A Community on Ecosystem Services 5D,

Natural Resources Benefitting People
Celebrating 10 years of ACES!

Ecamraen Sarskom Fermehin

NATURAL
CAPITAL
COALITION

Coalition Sponsored Activities

Workshops

Natural Capital Protocol
Oceans Supplement

Townhall
Combining Forces

Sessions

Public and Private Approaches
to Natural Capital

Connecting Natural Capital and
Finance
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http://www.erm.com/en/sustainabilityreport2017/megatrends/climate-change/
http://www.erm.com/en/sustainabilityreport2017/megatrends/digital-transformation/
http://www.erm.com/en/sustainabilityreport2017/megatrends/population-growth/
http://www.erm.com/en/sustainabilityreport2017/megatrends/emerging-middle-classes/

ERM’s Next Webinar in this Series

Maximizing the Value of Assurance
July 18, 2018 at 1pm (EDT) ERMC S

Informed Assured

In a changing landscape, assuring what matters: from investor grade data to performance against long-term goals.
Presented by ERM CVS.

Speakers include:

Beth Wyke Jennifer
ERM CVS lansen-Rogers
Corporate Assurance ERM CVS
Lead — North Head of Report
America Assurance
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Questions
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