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PROLOGU

71
O

In this day and age, investors want a broad and comprehensive
understanding of how companies are doing business, going
beyond financial performance to include environmental, social
and governance aspects and incorporating information on

these practices into their investment analysis.

Meanwhile, companies—in line with market demands and regu-
lations—have met the challenge of providing more and better
information while bolstering transparency and best practices,

which are key to adding value to their performance.

As aresult, sustainability and financial performance have be-

come increasingly intertwined, demonstrated by the number
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of companies that have incorporated a sustainability agenda

into their business strategy.

We believe that stock exchanges play akey role in building more
sustainable capital markets and developing regulations and
best practices that reflect both advancements and market

requirements on such topics.

This conviction inspired Santiago Exchange to develop a Sus-
tainability Reporting Guide to help issuers prepare and publish
information related to environmental, social and governance
(ESG) matters.




In addition to emphasizing the importance of effectively and
credibly disclosing relevant information for investors, the
guide is designed to educate issuers on the benefits to them
of providing ESG information. These include identifying new
business opportunities; anticipating changes in standards,
regulations or social issues; reducing costs; accessing capital

and improving customer loyalty, among others.

This document also features recommendations for establi-
shing a corporate sustainability program:; different sustaina-
bility reporting initiatives and global sustainability principles;
metrics for measuring performance (as recommended by the
\World Federation of Exchanges, WFE): and questions to guide

preparers of sustainability reports.
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Lastly, this Sustainability Reporting Guide reflects Santiago
Exchange's commitment to strengthen and drive the develop-
ment of sustainable matters in capital markets, demonstrating
considerable progress in the market's regulatory development

and thereby enhancing financial performance.

José Antonio Martinez

Chief Executive Officer
Santiago Exchange




ROLOGU

STOCK

The environmental, political and economic forces which influen-
ce our lifes are complex systems. There are no easy ways, no
silver bullets that can ensure food, water and energy security
or create agreen and inclusive economy without effort. But we
have to master these challenges in order to secure our future
on this planet, our ability to live in peace and prosperity and in
harmony with nature for generations to come. The transtforma-
tions that we need to achieve require massive investments, on
a scale that go well beyond what public finances can provide.
Our success in resolving these challenges, therefore, will be
determined as much by how well we can mobilize private capital
to finance these investments, as by issues of global palitical
governance and national social consensus. The governance,
transparency and accountability of capital markets are the-

refore critical issues for sustainable development.
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For this reason, UNEnvironment is pushing for more transpa-
rent capital markets that deal openly and honestly withrelevant
environmental, social and governance issues. Transparency
on these issues in corporate reports promotes greater awa-
reness of the risks and opportunities that companies must
manage in order to succeed, and that investors will need to
assess and integrate into their investment decisions. Happily,
this is also one of those rare situations where there is a win-
win solution. Transparency can also enhance the quality of
management, as well as maotivating investment--over the past
decade, a growing body of empirical evidence demonstrates
the material importance of effective sustainability strategies
for corporate efficiency and profitability. More efficient and
profitable enterprises; rational investment choices in new te-

chnologies and products; greater resource efficiency; socially




responsible business practices; and well-informed consumer
choices--these all contribute in an essential way to creating a

sustainable future for us all.

Stock exchanges globally list aver USD 70 trillion of market
capitalization. They play a central role in connecting inves-
tors, companies and regulators and can be a major driver in
promoting global sustainability. Integrating sustainability into
business operations is at its heart good business and good for
business. Market transparency and information exchange is a

cornerstone of this effort.

The 2030 Sustainable Development Agenda, with its 17 Sus-
tainable Development Goals (SDGs), which the global commu-
nity of nations adopted in September 2015 outline both the

challenges our world faces, as well as the opportunities that
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we canrealize in working to achieve these goals. Target 6 of

SDG 12 focuses on the importance of corporate reporting.

Ensuring that relevant environmental, social and governance
risks and opportunities are measured and disclosed effecti-
vely requires engagement and dialogue along the investment
value chain. This guide provides a compelling case and a useful
roadmap for companies to help advance corporate reporting
in the Chilean market. It draws on lessons learned from expe-
rience with corporate reporting in various forms from around
the world, to provide guidance to corporations in preparing
and conducting sustainability reports, and to help identify
and communicate the value of sustainability for business and
soclety. UNEnvironment, along with the other organizing part-
ners of the UN's Sustainable Stock Exchanges initiative, is

proud to be supporting the Santiago Stock Exchange in this

endeavour, and we look forward to further close collaboration

in advancing the sustainability agenda.

Elliott Harris

Assistant Secretary-General
and Head of UN Environment
UN Environment




INTRODUCTION

When making investment decisions, it is increasingly impor-
tant for investors to consider the integration of Environmen-
tal, Social and Governance (ESG) policies and practices into
a company's valuation strategy. Therefore, for investors, the
transparency with which a company manages ESG risks and
opportunities has become part of its value proposition. As a
result, the global financial community recognizes that to tho-

roughly assess an investment, it must also analyze relevant
=5G factors.

Currently, in the Chilean market close to 449 of the securities
market's most representative issuers' disclose ESG informa-
tion or prepare an annual sustainability report. In order to
provide guidance for issuers on ESG aspects and investors'
sustainability reporting requirements, Santiago Exchange has

developed this Sustainability Reporting Guide, based on the
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Model Guidance on Reporting £E5G Information to Investors
prepared by the United Nations Sustainable Stock Exchange
(SSE) Initiative in order to promote and propagate sustainability
in the local market. This Guide was also prepared as part of

Santiago Exchange's commitment arising from its involvement
in the SSE.

This guide provides insight into the benefits of ESG reporting
for issuers, as well as guidance on navigating the reporting
process so that they may effectively and credibly disclose ESG

information to investors.

1. This 449 represents 25 of the 57 issuers on the IGPA as of year-end 2015
with a free-float adjusted market capitalization of more than USD100 million.




Can use this guide to understand the benefits and
implications of integrating sustainability into @

company's business strategy.

The preparation and disclosure of sustainability reports is
rapidly evolving. Companies practice a variety of reporting in
different industries, which proves that there is no one-size-
fits-all approach to sustainability reporting. However, some

common international practices can be identified:

© /dopting ongoing ESG reporting processes in line with

iInvestor—and patentially other stakeholder—*expectations.
© Considering national securities laws, which may alre-

ady require disclosure of material ESG information, and

international best practices.
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Companies that have not yet begunreparting on sustainability
can use this guide to understand the benefits and implications
of integrating sustainability into acompany's business strategy,

which is the first step in the ESG reporting process.

2. Stakeholders can be defined as individuals or groups who are
affected by, or can affect, the company's performance and long-
term competitiveness. In addition to investors, stakeholders
generally include employees, suppliers, governments, regulators,
communities, consumers or customers and media, among others.



It is important to note that while this document primarily uses
the term"ESG"because itis commonly used among investors,
the term "sustainability” is used interchangeably as it is more
common among companies. While subtle nuances exist, for the
purpose of this guide, both terms are seen as encompassing
the broad set of environmental, social and governance con-
siderations that can impact a company's performance. While
E5G factors are at times called 'non-financial” or "extrafinan-
cial’, how a company manages them undoubtedly has financial

consequences. They can impact:
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WHAT IS SUSTAINABILI

® |
WS [] Access to capital
123 | .
S Cost savings and productivity
ﬁ Risk management
14;/” Revenue growth and market access

@] Brand value and reputation

Y OR ESG?

=w License tooperate

&(O\& Human capital

\S - Employeeretentionand recruitment

Company value as an acquisition target

%}’ Ability to acquire other high-quality companies

ESG s called the environmental social and
corporate governance (ssues of a company.



A company's relationship with the community has
become akey element of both its operations and

its growth.

2.1 ENVIRONMENTAL ASPECTS

The mainrisks or opportunities are related to managing na-
tural resources and preventing pollution or contamination.
Another important aspect is the reduction of greenhouse
gas emissions given the potential impact on climate change
and the global nature of the challenge. Improper management
of environmental risk can impact a company's financial per-
formance because of risks of fines or penalties, creation of
environmental liabilities and stoppage of operations by either

regulators or the community.

In contrast, effective management of environmental varia-
bles can reduce short- and long-term costs and, as a result,

increase the company's value.

10 / DESIGN AND CONSTRUCTION OF SUSTAINABILTY REPORTS

2.2 SOCIAL ASPECTS

The sacialrisks and opportunities that can impact a business's
performance are centered around the relations and policies
that each company has with three stakeholders: employees,

customers and the community.

Employees: The main indicators to address in this area
include: diversity, occupational health, employer-employee
relations, adherence to labor laws and optimum working con-
ditions in the supply chain. Opportunities for effective human
resource management are related to improved productivity,
reduced turnover and absenteeism, talent retention and open-

ness to new ideas and business innovation.

Customers: If the product or service provided by the com-

pany has quality and safety standards, fair treatment and the

use of emerging technology channels?® opportunities arerela-
ted tobrandloyalty, increased sales, reducedrisk of litigation

and bad reputation.

Community: A company's relationship with the community
has become a key element of both its operations and its growth.
Consideration of communities' rights and practices that are
generally responsible and friendly are determining factors for
strengthening brand loyalty, obtaining and maintaining licenses

to operate and protecting a company's reputation and value.

3.Emerging technology channels include Facebook,
Twitter, Instagram, among others.
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2.3 GOVERNANCE ASPECTS

Corporate governance is managed internally within organi-
zations and the transparency of the information is relevant
in being accountable to shareholders, regulators and the ge-
neral public. A strategy that works actively to instill business
ethics will prevent incidences of bribery and corruption and
will also have an influence on the company or organization's
reputation. Similarly, the integration of codes of conduct and
policies that promate transparency presents oppartunities for
improvements in a company's performance, risk management

and reputation.



SUS

Sustainable development meets the needs of the present without
compromising the ability of future generations to meet their own
needs. This is the general definition of sustainable development
first published in Our Common Future, prepared by the United
Nations World Commission on Environment and Development
(1987). This definition helped shift companies'visions, whichbegan
to incorporate a broader perspective on economic growth into

their role and future outlook.
3.1 THE ROLE OF ISSUERS

Inaworldwhere society has increasingly higher expectations regar-
ding the conduct and behavior of companies, natural resources are
more andmore scarce and climate impacts are alurking concernfor
individuals, issuers are called topromote andplay a leading role in the
sustainable development of the economy; striking abalance between

the economic, social and environmental results of their operations.
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Today, a company's role in sustainability is to continuously seek
the economic viability of the business, coexisting inharmony with

the environment and the neighboring community.
3.2 THE ROLE OF INVESTORS

A strong financial performance isno longer the only criterion that
investors are considering when making investment decisions. In-
vestors fiduciary duties require the consideration of all financial
materially factors, which includes ESG factors®. Inrecent years
there has been increased adoption of Responsible Investment,
which takes into account financial criteriasuchasreturns andrisk

as well as ESG considerations that affect issuers®.

The financial industry has begun recognizing the importance of
risks and opportunities related to ESG performance and impact,

mainly because effective research, analysis and management of

AL MARK

| |
)

these areas have been demonstrated to be akey part of evaluating
aninvestment's performance inthe short-, medium-and long-term

(for more information see the Guide to Responsible Investment®).

4.For more information, see Fiduciary Duty in the 21st Century.

5. The growth of the UN-supported Principles for Responsible Investment can
be seen as a proxy for this growth. PRI has over 1500 signatories, representing
more than USD $60 trillion assets under management, in 57 countries.

6. The Guide to Responsible Investing is an initiative by Santiago Exchange,

in partnership with EY, designed to explain the implications of sustainability
for investors and help them integrate ESG matters into investment decisions
and practices. For more information see web site of Santiago Exchange.



http://www.fiduciaryduty21.org/
http://www.bolsadesantiago.com/Paginas/home.aspx

"‘Sustainable development meets the needs of
the present without compromising the ability of

future generations to meet their own needs!

/

Our Common Future, United Nations World Commission on Environment and Development (1987).

3.3 THE ROLE OF EXCHANGES

Fxchangeshave a fundamentalrole inbuilding sustainable capital
markets. Asameeting paint for the diverse players that make up
the market, exchanges play aleadingrole in setting standards and
developing and promoting good practices that strengthen the ca-
pital market and society as a“whole" This is why Santiago Exchange
works every day to continuously develop the organization andthe
capital markets through ongoing knowledge, understanding and
practice of the highest standards of transparency, responsible

iInvestment and corporate governance.

Santiago Exchange began working with corporate sustainability
by joining major initiatives, such as the United Nations Sustainable
Stock Exchange (SSE) Initiative and the World Federation of Ex-
changes Sustainable Working Group (SWG). Inaddition, initsrole

as apromoter of best practices in sustainability, it has proposed
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recommendations for issuers listed with Santiago Exchange’, in
order to strengthenthe stock market's transparency and enhance
information provided by issuers to investors. In addition, it has
developed tools ta encourage Respansible Investment in the
capital market, including the first local sustainability index, the
Dow Jones Sustainability Chile Index (DJSI Chile), and the Guide
to Respansible Investing. Along with this Guide, these tools are
helpingraise the sustainability standard in Chile and improve the
transparency around how sustainability is being integrated into

the business strategies of Chilean issuers.

7. Santiago Exchange identified a series of recommendations grouped into
three information categories: market operations, financial reporting and

investor relations. For more information see web site of Santiago Exchange.
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4.1 INVESTOR INTEREST IN ESG FACTORS

A growing number of investars are incorporating ESG aspects
in the investment process®. For these investors, a company's
sustainability report provides insight into the quality of carpo-
rate management and helps them forecast performance. For
thesereasons, more andmore investors are asking companies
to communicate how they are managing ESG-relatedrisks and

opportunities.

The tools most widely used by investars to assess a company's

sustainability performance include:
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RT ON SUSTAINA
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© Public information on the company: this includes financial
reports that include material ESG factors, annual sustainabili-
ty reports and mandatory, statutory questionnaires generally

required by regulators.

© ESGriskrating agencies: companies specialized in as-
sessing corporate performance on ESG aspects. The assess-
ment, in most cases, is performed using public information or
with support from the company itself. The rating methods are
based on industry-specific standards that are comparable

with each other

SILITY

© Sustainable performance indexes: indicators developed
by securities exchanges to rate and measure the perfor-
mance of listed companies that use ESG aspects as selec

tion criteria.

8. Global Sustainable Investment Review (2015) findings show that investars
who consider ESG factors in portfolio selection and management grew by
61% over the past two years, outpacing investment in conventional assets.



DJSI CHILE

The Dow Jones Sustainability Index Chile (DJSI Chile), deve-
loped by Santiago Exchange in collaboration with S&P Dow
Jones Indices and RobecoSAM as an independent, external
assessor, presented its first results in 2015. This index s an
important tool for the decision-making process of investors

that consider £ESG aspects when making an investment.

The DJSIChile is the first local sustainability index and helps
internationalize ESG indicators for the equities market. It
s a globally standard metric that gives Chilean companies

worldwide exposure.
The methodology for this index is described below:

Eligibility criteria: In the index's first year, the 40 compa-
nies on the Selective Stock Price Index (IPSA) were asses-
sed. In 20106, the assessment was broadened to include
companies on the General Stock Price Index (IGPA) with

afree-float adjusted market capitalization of more than
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USD100 million as of year-end 2015. The assessment is
expected to expand to more issuers inthe future. There

are currently 21 companies on the index.

Independent assessment: RobecoSAM, a Swiss company
that specializes in sustainability, was in charge of rating
the ESG performance of the companies invited to parti-
cipate in the DJSI Chile. The assessment was conducted
using a voluntary, sector-specific questionnaire given
to issuers. The assessment also considers public infor-
mation such as financial statements, press, corporate
websites, sustainability reports and information given

to supervisors.

Analysis process: [he analysis included 24 sectors from
the Global Industry Classification Standard, with 59
groups of issuers. It analyzed both generic dimensions

and other factors unique to the particular industry. The

industry-specific elements were the results of the ques-
tionnaire weighted differently based on the sector or
industry. For example, the banking sector was evaluated
on its asset laundering prevention policies, something
thatis lessrelevant for an energy company. Thus, at the
end of the evaluation the "Total Sustainability Score”
(TSS) is obtained. This is used to select the companies
eligible for the Index based on a minimum sustainability
standard assigned per industry sector by RobecoSAM.
Based on the 155 obtained by the companies, the best
409% per industry is selected using the "Best-In-Class’
methodology. The weight of each company on the Index
is determined by its free-float adjusted market capitali-

zation. No company may have a weight greater than 159
on the DJSI Chile.



4.2 REGULATORY DEVELOPMENTS

Governments around the waorld are responding to demands
for ESGinformation by taking action to drive corporate sustai-
nability disclosures. Authorities recognize the importance of
strengthening market mechanisms that will help the country

achieve its objectives related to sustainable development®.

As aresult, anumber of capital marketregulators have intro-
ducedregulatory requirements governing corporate disclosure
of ESG information. In examining instruments in place in the
world's 50 largest economies per GDP according the World

Bank, as of November 2016, there were™:

Over 100 regulations mandating the disclosure of environ-

mental, social or governance information
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Over 200 measures mandating or encouraging sustaina-
bility-related disclosure instruments (a threefold increase
since 2000).

Nearly 300 instruments averall, spanning corporate disclo-
sure, investor stewardship codes and pension fundregula-

tion regarding sustainability factars.

9. In September 2015, Chile committed to the Sustainable Development
Goals (SDG), as part of the 2030 Agenda for Sustainable Development
approved by the Chiefs of State of the 193 United Nations

member countries, which includes 17 goals and 109 targets.

10. For more information see PR| responsable investment regulation.



https://www.unpri.org/about/pri-teams/policy/responsible-investment-regulation

Fstablishing protocols for identifying, measuring and disclo-
sing ESG factors can help companies stay ahead of such new

regulatory developments.

The Chilean Superintendency of Securities andInsurance (SVS)
has not fallen behind on such initiatives. In June 2015, it issued
two new standards (General Rules No. 385 and No. 386) that
aim to improve the disclosures made by issuers on matters
of carporate governance, corporate social responsibility and

sustainable development, among others.

Although adoption of these practices is not mandatory, the
overall objective is to create incentives for investaors to make
iInvestment decisions that favor companies in which their in-

terests are better protected.
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The main objectives of Rule No. 385 are to:

© Foster the adoption of corporate social responsibility and
sustainable development policies, referring particularly to the

diversity of the company's board and senior executives.

© Cncourage the disclosure of information to shareholders
and the general public regarding corporate social responsibility
and sustainable development policies and practices and their

effectiveness.

© Improve the quality and credibility of the information
contained in the board self-assessment through an external,

third-party evaluation.



@ Promote the adoption of national and international prin-
ciples, directives andrecommendations such as, for example,
those developed by The Committee of Sponsoring Organi-
zations (COSO) or those contained in Control Objectives for
Information andRelated Technology (COBIT) created by ISACA
or 150 31000:2009 and 150 31004:2013.

© Specify measures for addressing conflicts of interest

and procedures for updating the Board Code of Conduct.

Therefore, the new Rule No. 386 calls for incorporating the
following information regarding corporate social responsibility

and sustainable development into the company's annual report:
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Board diversity (gender, nationality, age and years in office).

Diversity of chief executive officer and other divisions that

report to the CEO or board of directors.

Organizational diversity (gender, nationality, age and years

of service).

Salary gap by gender.

rstablishing protocols for
identifying, measuring and
disclosing ESG factors can help
companies stay ahead of such new
requlatory developments.



[he evidence suggests that strong corporate
performance on £SG factors correlates
positively with improved cost of capital and

4.3 STRENGTHENING FINANCIAL
PERFORMANCE

A growing number of studies make the business case for
companies to fully integrate sustainability into their business
strategy. The evidence suggests that strong corporate per-
formance on ESG factors correlates positively with improved

cost of capital and financial performance™.

A 2015 study suggests that companies that perform well on
material ESG factors significantly outperform peers with poor
perfarmance on these issues™ The performance of sustai-
nability indexes reflects that companies that integrate £SG

aspects into their business strategy obtain better financial
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financial performance.

returns than their peers. This can be seen by examining the
performance of sustainability indexes developed by exchanges

around the world.

11. Deutsche Asset & Wealth Management (2015) ESG & Corporate Financial
Performance: Mapping the global landscape.

12. Khan, Mozaffar, Serafeim, George, Yoon, Aaron (2015 Corporate
Sustainability: First Evidence on Materiality, Working Paper 15-073, Harvard
Business School.



PERFORMANCE OF ISE®” VERSUS THE BRAZILIAN MARKET INDEX PERFORMANCE OF FTSE4GOOD IBEX" VERSUS

(BM&FBOVESPA) IBEX35 ON THE SPANISH STOCK EXCHANGE (BME).
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13. ISE is an indicator of average stock price performance of
a maximum of 40 companies with a recognized commitment
to corporate sustainability in the BM&FBovespa.

14. FTSE4Good IBEX is comprised of companies on the Spanish
Stock Exchange (BME) that comply with sustainability eligibility
criteria and belong to the IBEX 35 and FTSE Spain All Cap.

Source: Bloomberg 2016.
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PERFORMANCE OF DJSI CHILE VERSUS SPBMI CHILE

THE S&P CHILE BMI (BROAD MARKET INDEX) IS A SUBSET OF THE S&P LATIN AMERICA BMI.
THE INDEX IS DESIGNED TO SERVE AS A CHILEAN MARKET BENCHMARK.
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Reporting on how sustainability initiatives are linked to stra-
tegy, Minancial performance and valuation provides impaortant
benefits. The figures above demonstrate that in the Brazilian
and Spanish markets sustainability indexes perform better in
the long term than the market indexes onwhich they are based.
While the trend in the Chilean market is not as clear, this could
be because the DJSIChile is arelatively new sustainability index
and these processes need time to take root in the economy,

similar to what happened in Spain.

Integrating sustainability into company valuation will assist in
communicating how a company is addressing the world's most
pressing challenges: poverty, education, climate change, biodi-
versity, transparency and competition, etc. Addressing these
challenges promotes mare prosperous economic systems and

maore stable and resilient markets that benefit all participants.
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4.4 CUSTOMERS AND CONSUMERS WITH
INTEREST IN ESG FACTORS

Customers and consumers around the world are increasingly
concerned about purchasing products that satisfy environ-
mental requirements, using renewable materials, recyclable

packaging and environmentally friendly waste.

This is supported by a global survey applied by Tetra Pak in
2015" where some 6,000 consumers across 12 different coun-
tries were surveyed, including consumers from United States,
Brazil, France, China, India and others. Of the results, regarding
their recent purchasing habits, 709% of consumers said they
had purchased anenvironmental product, even if it costs mare,
while 669 confessed to having avoided a particular product

or brand for environmental reasons.

Customers and cansumers concerned about ESG factorsis a
growing trend, which expands beyond the food industry. Thisis
why companies have included taking care of the environment
and other sustainable factors as part of their business strategy.
Focusing onthe use of materials of responsible andrenewable

origin is considered like akey factor in product differentiation.

15. Millward Bromn (2015) Environment research.



RIMARY BENEFITS OF R
ON SUSTAINABILITY

The primary benefits expected from preparing sustainability
reports include:

®
QS [} ACCESS TO CAPITAL

Demonstrate transparency and effective management and
enhance the company's ability to attract long-term capital

and favorable long-term financing conditions.

Fnhance the company's ability to attract longer-term inves-

tors, including major institutional investors.
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S

PORTING

A~

& PROFITABILITY AND GROWTH

S

Generate financial value for the company by identifying
opportunities for cost savings, new revenue generation

and risk mitigation.

Drive continuous impravement by creating accountability

and fostering collaboration with stakeholders.

Create a deeper understanding of stakeholder needs, which
coulddrive innovation and enhance market differentiation

and competitiveness.



Fnable management and board scrutiny of ESG opportunities Protect the company's license to operate by demonstrating
andrisks, and promote company-wide alignment on goals. corporate transparency and respaonsiveness to stakehol-

der needs.

ail"l COMPLIANCE AND RISK MANAGEMENT

14 ”_ CORPORATE REPUTATION AND BRANDING
Address mandatory reporting requirements on financially

material factors and mitigate compliance risks related to Demonstrate corporate commitments to responsibly ma-
financial disclosure obligations. naging environmental, social, and economic impacts.

Establish measurements for ESG aspects that are material Exhibit corporate adherence to ethical standards, ESG re-
for the company. gulatory frameworks, sustainable development goals, etc.

Help the company stay ahead of emerging sustainability

and disclosure regulations.
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Sustainability reporting generates financial value for
the company by identifying opportunities for cost
savings, new revenue generation and risk mitigation.

Enhance corporate reputation by improving stakeholders' & & ENHANCED INVESTOR RELATIONS
perception of acompany throughreporting-relatedstake-  AND ENGAGEMENT

holder engagement.
Improve relationships and understanding with investors

Improve employee perception of the company, helping to at-

tract, retain, motivate andalign new and existing employees.

S

Ensure that the key stakeholder(s) has the relevant infor-

INFORMATION FLOW

mation that is needed to make informed decisions about
the company’s ability to create value in the short, medium

and longer term.
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by engaging with stakeholders throughout the process of

identifying relevant indicators for sustainability reporting.

‘g@\ MEASURABLE ACHIEVEMENTS

Measure the impact of ESG factors on the business strategy.
Sustainability reporting enables the measurement of success
or progress of £ESGissues inkey carparate strategies as well
as impacts of corporate practices, providing an annual basis

of comparison and promoting improvement strategies.



RECOMMENDATIONS FOR INTEGRATING SUSTAINABILITY

Thirteen steps for integrating and moving forward on corporate
sustainability, established by BM&FBovespa:

€@ Start by involving senior management and the board: In
order to be effective and generate value for the company, the
decision to get involved with sustainability must come from

the senior management and benefits fromboard involvement.

© Identify what needs to change: A diagnosticis key iniden-
tifying a company's existing gaps and implementing a short,
medium-and long-termaction plan. This processwill also help
identify the organization's alignment needs and whether its
existing infrastructure, processes and systems are suitable

for the new challenges.

© Set priorities: After performing the diagnostic, the next

step is to define priorities. Priorities must be set based on
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the concept of materiality, which is broadly used in legal and
accounting matters, and can also be used to define sustai-
nability strategies. An issue is material when it is important
and a priority for stakeholders, corporate viability and/or the

company's internal management.

@ Commit publicly: There are several collaborative initiatives
that require public commitments to sustainable development
that can help the company formulate its strategy and integra-
te ESG aspects through a learning network and stakeholder
engagement. The United Nations Global Compact, launched

N 2000, is one example,

@ Establish sustainable corporate governance: In order
to guide the company on ESG aspects, short- and long-term

decisions must be made by creating a corporate governance

structure that is focused on sustainability and incorporates di-
rectors' committees, working groups or sustainability areas into
the company. Depending on the size of the company, the person
in charge of corporate sustainability should be a professional
with access to senior management. While this person does
not necessarily need to report directly to the chairman, CFO
or CEQ, the board and senior management should be involved
In setting sustainability abjectives and oversight. Depending
on the industry and maturity of the company's sustainability

strategy, the sustainability area might be part of the:

a. Finance/Risk Area

D. Corporate Affairs Area
C. Communications Area
d. Human Resources Area
e, Operations Area



© Confirm the corporate identity: Performing the above
steps might have led to some changes in the organization that
affect the company's identity. As a result, the mission, vision
and values need to be reviewed in order to reflect the new

commitments adopted.

€ Engage with stakeholders: Dialoging formally with stake-
holders enables the company to better understand how its
activities impact the environment and society in order to create
mitigation or compensation plans. It also helps identify its in-
vestors' information needs and any business opportunities or

improvements required by customers.

© Draw up asustainability policy: Thisisakey step to trans-
late sustainable strategies and commitments into objectives

and management guidelines. [t must contain the basic guidelines
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for managing sustainability within the company, facilitating
planning and execution of actions in the different business
areas. Agood policy should be short, objective and distributed
to all company stakeholders, starting with the organization's

internal groups.

© Involve internal stakeholders: To ensuire a successful cor-
porate strategy, the entire organization must be aligned. This
logic also applies when implementing a sustainability strategy.
Embedding the company's commitment to sustainability into
its corporate culture can include training programs, codes
of ethics and internal communications campaigns, among

other activities.

@ Adjust management systems: As a company integrates

sustainability into its business strategy and organizational

culture, it might need to adapt its corporate commitments,
management systems and performance evaluation processes.
One necessary step is to draft and distribute new corporate
policies on topics such as sustainability, the environment, labor
matters, social issues andrisk. These palicies require manage-
ment systems to monitor execution by establishing processes

and procedures and selecting and calculating key indicators.

(11 Identify and monitor indicators: Indicators must be def1-
nedbasedonthe organization's desired objectives, its industry
and the maturity of its sustainability strategy. They must be
communicated to the entire organization and reviewed perio-
dically (at least once a year). There are several ESG reporting
Initiatives that are amajor source of informationand canhelp
companies identify thekeyindicators per industry. (See Chapter

7."Cansiderations in Preparing a Sustainability Report").
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In the following section, Santiago Exchange provides Chilean
issuersrecommendations for preparing to report on £5G con-

sideration.

6.1 RESPONSIBILITY AND OVERSIGHT

The initial stages of report preparation provide an opportu-
nity to determine who within a company is best placed to be
involved in creating the report. Regardless of the amount of
resources allocated, the group should be multidisciplinary as
reports benefit from the knowledge and expertise of those

who come to together to prepare them.
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As apractical first measure, it is useful to determine withina com-
pany theroles, responsibilities and capabilities that are relevant
for sustainability reporting, including identifying appropriate
personnel and coordinatingamong them. It is recommended that
senior management lead the ESGreporting process, demonstra-
ting commitment to high-quality reporting and providing strategic

Input into, and oversight over, the process, in order to guarantee

PO

PARING

RT

proper execution. Different departments (such as finance, in-
vestor relations, communications, legal, sustainability and each
business unit) make valuable contributions to the outcome of a
report. Any teamworking on sustainability reporting should have
access toinput fromacross the functional divisions of acompany,
as different functions within the company may be engaging with

different stakeholders and managing material issues.



By embedding sustainability into their core duties, directors
can position themselves to ensure the mainstreaming of ESG
factors into business strateqy, organizational culture and

Acompany's board of directors plays anessential role inrelation
to organization-wide integration and oversight of the repar-
ting process. As the board of directors has responsibility for
oversight of the strategic direction of a company, integrating
sustainability considerations into the company's strategy is an
appropriate aspect of the board's role. It is thus worthwhile for
companies to define their sustainability rationales and objec
tives with their boards of directors, and provide governance
mechanisms for addressing these factors at all levels of the
organization. By embedding sustainability into their core duties,
directors can position themselves to ensure the mainstreaming
of ESG factors into business strategy, organizational culture
and operational practices inaway that supports the long-term

profitability and viability of the company.
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Boards may find it beneficial to issue a statement that clarifies

how the board determined:

© Theimportance of different stakeholders.
© \hich ESGfactors are material andhow were they selected.

(3 ) Withinwhat time frame it made these judgments, as they change

over time.

While these statements are not currently commonplace, they
are an emerging best practice. Developing such a statement is
also an opportunity for the board to reflect on the company’s

role in society and contribution to sustainable development. It

operational practices.



can pravide transparency regarding the board's position on and
oversight of the company's ESG risks and opportunities, and
strengthen the company's credibility when communicating on

sustainability measures.

A board leadership commitment to reporting on sustainability
lends credibility to acompany's claims and publications about its
FSG commitments andperformance. Inorder to evaluate quality of
management, many investors examine not only ESG performance
andthe quality of disclosures, but also the management of risks

and opportunities by executive teams and boards.
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6.2 CLARITY OF PURPOSE

6.2.1 Supporting Corporate Strategy

Inaddition to the benefits of thereport itself, a company also
derives value from the process of creating it. High-quality
corporate reporting can help a company define guidelines
for achieving various goals inrelation to internal and external
stakeholders and inform decision-making (particularly that of
investors) Whilereporting provides decision-useful information
for stakeholders, the process of compiling this information
can also strengthen internal reporting systems beneficial to
the management of a company. As such, there is a need for
clear links between reporting needs and strategic goals, the
business model, risks, opportunities, operational indicators
and financial performance. With strong connections between

these areas, a company becomes better able to identify and




manage risk, evaluate and measure success, as well as identify

future challenges and opportunities.

6.2.2 ldentifying and Understanding the Audience
When reporting information to investors, it is important to
remember that while all investors can benefit from ESG in-
formation, different investors can have distinct information
needs. Companies can therefore benefit from asking them-

selves the following questions:
© Whoarethe company's top investors?
© \hat kind of investors would the company like to have?

© How has the company engaged with relevant investors to find

out what they are interested in?
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Forinstance, investors with along-term investment harizon, such
as pension funds, may be particularly interested in information
regardingrisks, such as how climate change may affect the com-
pany in the medium or long term. While some investors may only
be interested inmaterial information that is being disclosed within
afninancial or integrated report, others may want supplemental,
detailed sustainability informationin a stand-alone report. The-
se considerations are important to clarify early in the reporting
process, as they will help define the content, scope and format

of reporting, as well as engagement efforts.

While this guide focuses on facilitating transparency between
investors and issuers, investors' information needs go beyand
investors themselves. Investors are interested inhow a company
communicates with otherkey stakeholders, which canhave ama-
terialimpact oncompany operations (e.g, workers, consumers or

customers, communities, governments). Investars recognize that

Investors recognize
that a company’s ability
to create value in the
long term depends on
its interactions with its
stakeholders and use of
resources.



a company's ability to create value in the long term depends on

its interactions with its stakeholders and use of resources.

6.3 RELEVANCE AND MATERIALITY

While companies have anumber of sustainability reporting objec
tives, the materiality of information and its relevance for inves-
tors is akey consideration in determining the scope and content
of a company's reporting. With a range of potential ESG factors
to disclose, companies should focus efforts on material factors
that arerelevant to the company. Auditors and attorneys use the
concept of "'materiality" in corporate social responsibility (CSR),
defining it to include those issues that are especially relevant
for an organization's sustainability as they reflect their most
significant economic, environmental and social effects and/or
substantially influence the evaluations, decisions and perceptions

of stakeholders,
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Different organizations have different interpretations and recom-
mendations on how the concept of materiality could be appliedto
sustainability reporting™. As an example, the US Supreme Court
defined material information as the one that has "substantial
likelihood that the omission in disclosure of the fact could be
viewed by the reasonable investor as having significantly altered
the 'total mix of information made available’, recognizing that it

lsimportant information for investor's decisions.

Likewise, different stakeholder groups have distinct views on
whichESG factors are material for acompany. The company must
adopt the definitionmost usedby its stakeholders, market regu-

lators or industry sector.

[dentifying relevant issues is a starting point for identifying ma-
terial factors. Information is “relevant” when it influences the

opinion or decision of users by helping them to evaluate past,

present or future events, or by confirming or correcting their
pastevaluations. As such, understanding the reporting audience
s critical to determining what information should be included in
a sustainability report. For determining material factors, it can
be useful to gage howmuch anissue might potentially affect the

company’s ability to create value over time.

Inadditionto materialinformation, acompany may decide toreport
on other factors that do not meet the threshold for materiality,
but may still be relevant to the company’s operational and/or

reputational performance. For example, acompany's perspective

16. For more information see Chapter 7:" Considerations in preparing a
sustainability report”



onwhat ismaterial to investors may diverge fromwhat, inits view,
s significant to society. Therefare, one company may decide to
reportonly on material information, whereas another may report

all information it deems significant to its stakeholders

Whether a company decides to apply a strict interpretation
of materiality when considering which ESG information to re-
port, or it takes a wider view, companies will strengthen their
reports by clearly articulating how the concept of materiality

has been applied.

6.3.1 Identifying Themes
Whether a company reports on a smaller number of only
the most material themes or a more comprehensive range,

an effective report covers £E5G considerations that are re-
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levant to business strategy and illustrates the link to both

long-term and, when possible, short-term value.

Thinking through each piece of a company’s value chain canhelp
develop a comprehensive understanding of the ESG themes
that could be relevant for disclosure. Additionally, it is often
helpful toreflect on therisks discussed inthe company's annual
management reports, as well as themes reported by peers. A
company can also use a variety of national and international
resources to develop an initial list of ESG themes, be they ge-
neric or sector-specific. For example, the UN Global Compact's

10 Principles” or the UN's 17 Sustainable Development Goals™.

One area acompany may benefit from further exploring is that

of intangible assets. One of the foremost of these intangibles

for many firms is human capital, and good £ESG practices are

recognized as key drivers of emplayee attraction, motivation

17. Global Compact is based on four broad concepts (Human Rights, Labaor,
Environment and Anti-Corruption) and 10 main principles on sustainability
matters. The objective is to facilitate a basic understanding of what the
principles represent, how they relate to the business sector and how

they contribute as an essential part of the organizational philosophy of
theparticipating companies. For more information, see the 10 Principles.

18. 117 Sustainable Development Goals (SDGs) of the 2030 Agenda for
Sustainable Development, adopted by world leaders in September
2015 at an historic UN Summit of ficially came into force on 1 January
2016. Over the next fifteen years, with these new Goals that universally
apply to all, countries will mobilize efforts to end all forms of poverty,
fight inequalities and tackle climate change, while ensuring that

no one is left behind. For more information, see the 1/ Goals.


http://www.pactoglobal.cl/acerca-de-pacto-global/los-principios/
http://www.un.org/sustainabledevelopment/es/objetivos-de-desarrollo-sostenible/
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and retention. Another intangible is brand image, and again
good ESG practices affect consumer or customer interest in
products and services and the company’s license to operate

In the eyes of governments and local communities.

6.3.2 Adopting Relevant Performance Indicators
Once a company has established which ESG themes to report
on, it can begin to disclose specific performance indicators to

demonstrate progress in a sustainability report. These indica-

tors may be generic, industry-specific or company-specific. It is

Another relevant element of company value is tied to 'natural recommended that companies use widely accepted indicators

Capital, whichrelates totherawmaterial inputs andenvironmen developed via a credible, recognized international process. The

tal processes. Companies are increasingly challenged by risks, Sustainability Reporting Guidelines of Global Reporting Initia-

such as resource depletion, species loss and climate change tive (GR), for example, produces the most widely used set of

iImpacts. As aresult, better management of natural capital is indicators for corporate sustainability reporting

believed to have an impact on companies' long-term viability.

{ABILTY REPORTS



Whenreporting ESG indicators, investors appreciate information

that appears inthe appropriate context, including comparisons to:
Historical company and industry trends.
Related corporate goals.
Relevant ratios.
Industry averages.
Financial results/performance.

As investors seek to understandhow ESG information is linked
to the company's business strategy and financial performance,
quantitative data is in high demand because it can be mare

easily compared across time within the same company or with
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similar data from other companies. Such data is also useful

for enhancing investment valuation and credit rating models.

To effectively use indicators, companies can:

Consultnationally or internationally recognizedreporting guide-
lines andprotacols formeasuring, preparing and presenting E5G

metrics to improve the quality of acompany's disclosure.

Explainwhy indicators increased or decreased year-to-year. In-
vestars also appreciate knowing the company's perception of

this, and how this might change in the future.

Explainmethodologies for data collectioninthe report, along with

why these were used.

Supplement qualitative narratives with quantitative data, bench-

marks and targets, and vice versa.

Explainthe link between ESGmetrics and financial performance,
by demonstrating how ESG initiatives drive growth, productivity

andrisk managerment inmonetary terms, where possible.

Report on challenges and mistakes as well as accomplishments.
Moreover, inmany jurisdictions, information onregulatory infrac
tionsor penalties isavailable independently through the regulator's
informationchannel. If stakeholders have access tothis informa-
tion and do not see it in corporate reporting, this diminishes the
credibility of the carporatereport. Investors understandthat no
company has aperfectrecord onevery ESGissue;anhonest dis-
cussionbuildsrapportwith shareholders andother stakeholders

alike, and often wards against more aggressive engagement.



6.4 ACCESSIBILITY

The right disclosure channels ensure investors receive rele-
vant, easily accessible, comparable and timely information. Itis
advantageous for companies to be familiar with their targeted
audiences' preferred ESG information sources, and to update

these with timely and accurate news about their performance.

To accommodate variable information needs and interests,
it may be relevant to use different communication channels,
including websites, voluntary or mandatory regulatory filings,
annual reports, sustainability reports and other company
reports. Using more than one communication channel canbe
an effective way to ensure that a company's complete target

audience gets the necessary information. To make the infor-
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mation more accessible to international investors, companies
may also wish ta disseminate their ESG information inEnglish,

in addition to the Spanish version.

The appropriate channels for ESG disclosure also depend on a
company's regulatory context and business and communication
strategy. Securities regulations or listing rules may require a
company to integrate financially material ESG information into
its financial disclosures and other mandatory investor com-
munications and regulatory filings. Similarly, given a company’s
own analysis of information needs and expectations, it may
decide to include certain ESG information in the company’s

financial disclosure even if not required.

Using more than one
communication channel
can be an effective way to
ensure that a company’s
complete target audience
gets the necessary
(nformation.



llustratedbelow are three examples of communication chan-
nels acompany may consider for disclosing ESG information to
stakeholders. As mentioned above, many companies pursue a
suite of complementary reporting channels and the processes

to compile one can feed into the other.

Regardless of the format, there are a few averarching practices

to keep in mind:

O sustainability disclosure is separate from financial dis-
closure, it is recommended that the two types of disclosure
are published for the same reporting period. This will allow
investors ta consider financial information within the context
of ESG information. Cross-references within these documents

ensure connectivity and accessibility of information.
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Stand-alone sustainability
reporting

Financial reporting with
material ESG factors

Integrated reporting

Sustainability reports
address the relevant ESG
information needs of
investors and sometimes
other stakeholders, such as
consumers or customers and
the community.

After a company determi-
nes certain ESG factors are
material to its business over
a specific time horizon, it
may decide to include this
information in its financial
reports. These likely cover

a smaller set of ESG factors

than the other options listed.

Anintegrated report is a
concise communication
about how an organiza-
tion's strategy, manage-
ment, performance and
prospects, in the context of
its external environment,
lead to the creation of va-
lue over the short, medium
and long term.




@ It isimportant to ensure consistency among the informa-
tionreported indifferent communicationchannels. For example,
acompany would not want to have ane channel emphasizing the
critical nature of anissue to its business and then not discuss

that issue in another communication channel.

© It is critical that the information is easy to find, for exam-
ple by producing an online content index with hyperlinks to
boost digital accessibility indicating where all existing ESG

information can be found.

O Overall reporting is most effective when the language
used and the way the information is presented is clear and
relevant for investors and connects to a company's ability to

create value in the short, medium and long term.
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6.5 CREDIBILITY AND RESPONSIVENESS

6.5.1 Robust Internal ESG Data Collection and
Management Processes

Better data leads to better decision-making and performan-
ce. First, it is useful to assess the capabilities of existing in-
ternal systems to collect concise, reliable and complete ESG
data. Rather than creating completely new channels, compa-
nies can make use of existing internal audit, risk and data con-
trol verification systems. If internal systems are not currently
sufficient for the task, a company may decide it is in its long-
term best interest to invest in building capacity in this area.

T data collection gaps are identified, companies can identify

and explain them in their report.

6.5.2 Engaging for Continuous Improvement
Fngaging stakeholders on ESG factors is best conducted as
apreventative rather thanreactionary activity, as stakehol-
ders can help a company identify, mitigate, and manage £ESG
risks and opportunities befare problems emerge. Stakeholder
engagement can also be a source of innovation, future oppor-
tunities and new partnerships that fuel strategic growth. Dis-
closing a company’s sustainability integration process can help
investors understand if and how well a company is integrating
E5Grisks and opportunities into planning and operations, as
well as lend credibility to company claims about leadership in

E5G performance.

Systematic stakeholder engagement enhances receptivity and
the usefulness of corporate ESG information. Executed properly,

stakeholder engagement is likely to result in improved unders-



tanding by the company of its strategic partners and resources,
strengthen relationships with stakeholders and foster higher
levels of trust among external parties regarding the company’s

actions and reporting.

6.5.3 Assessment and Control

FSGreports are made more credible by strong internal as-
sessment processes and/or external assurance, if resources
permit. With respect to the former, an internal audit committee
or group of individuals, independent of the division tasked with
measuring and gathering the ESG information or indicators,
canreview disclosure. Aninternal audit can also further ensure

that internal data collection systems are robust and organized.

Interestinexternally assured sustainability reports, along with the

development of disclosure standards, has been driven by investor
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requests for companies to bring ESG information up to financial
grade reporting for investment decision-making. If resources
allow, external assurance of sustainability reports can lend an
added degree of trust, credibility andrecognition, just as financial
auditing does. Auditing/accounting firms and sustainability risk
rating agencies are the most common third-party assurance pro-
viders. Inorder to decide the type and level of assurance needed
for ESG information, it is important for companies to consider
recommended standards for assurance within their sector, as

well as stakeholder expectations.




CONSIDERA

A SUSTAINABILITY R

7.1 SUSTAINABILITY REPORTING INITIATIVES

In preparing sustainability reports, it is recommended to
use a nationally or internationally recognized reporting ini-
tiative or ESG indicator identification toal, since they also

lend comparability.

The following tools can be used to identify relevant ESG factors

for the company and its stakeholders:

The Sustainability Reporting Guidelines of Global Repor-
ting Initiative (GRI), with over 140 indicators that address
=5G issues across all sectors, defined by their relevance

to stakeholders.
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IONS IN PREPA

UN Global Compact's best practices related to the GC Ad-
vanced Communication on Progress in the areas of human

rights, labar, environment and anti-corruption.

Indicators from the Carbon Disclosure Project (CDP) regar-

ding climate change, water consumption and deforestation.

Climate Disclosure Standards Board's (CDSB) Framework for
reporting environmental information and natural capital in

mainstream financial reports.

RING

2O
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The International Integrated Reporting Framework ([IRC).

The Sustainability Accounting Standards Board's (SASB)
standards identifyrelevant factors by industry sector that

are comparable with each other.

UN Guiding Principles Reporting Framework addresses
reporting on human rights according to the UN Guiding

Principles on Business and Human Rights



Some details on the organizations that promote these stan-
dards:

Global Reporting Initiative (GRI): The GRlinitiative, created

IN1995 as a joint project between the United Nations Environment
Programme (UNEP) andthe Coalition for Environmentally Respon-
sible Economies, is an independent, international arganization
that helps companies, governments and other organizations
communicate their businesses' impact on critical sustainability
Issues such as: climate change, human rights, corruption, etc. It
includes mare than 140 performance indicators, separated into

ts Sustainability Reporting Standards.

United Nations Global Compact: The United Nations Global

Compactisacall to companies everywhere to voluntarily align
their operations and strategies with ten universally accepted

principles inthe areas of human rights, labor, environment and
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anti-corruption, and to take action in support of UN goals and
issues. The UN Global Compact is a leadership platform for the
development, implementation and disclosure of responsible
corporate policies and practices. Launched in 2000, it is the
largest corporate sustainability initiative in the world, with
over 8,000 companies and 4,000 non-business signatories
based in 160 countries, and over 85 local networks. Business
participants are expected to publicly report on their progress

in an annual "Communication on Progress" (CoP).

Carbon Disclosure Project (CDP): CDP is a global not-for-

profit organization, founded in 2000 and headquartered in
London. The CDP standard defines ESG indicators on climate
change, sustainable water consumption and deforestation.
Companies report ESG information through annual question-

naires sent on behalf of institutional investors that endorse

them as "CDP signatories” These shareholder requests for
iInformation encourage companies to publicly share information

on their greenhouse gas emissions and mitigation measures.

Climate Disclosure Standards Board (CDSB): The Cli-

mate Disclosure Standards Board (CDSB) is an international

consortium of business and environmental NGOs founded in
2007 inLondon. They are committed to advancing and aligning
the global mainstream corporate reporting madel to equate
natural capital with financial capital. As of late 2015, 341 com-
panies in 32 countries used the CDSB framewaork for reporting

environmental information to stakeholders.

International Integrated Reporting Council (IIRC): In-

tegrated reporting is an evolution of corporate reporting,
with a focus on conciseness, strategic relevance and future

orientation. It aims to improve accountability, management and


https://www.globalreporting.org/Pages/default.aspx
http://www.pactoglobal.cl/
http://www.cdpla.net/es
http://www.cdsb.net/
http://integratedreporting.org/

trust as well as information flows and transparency entailed
with technology, providing investors with critical information
to make more effective capital allocation decisions, which will
facilitate better long-term profitability of their investments.
The first discussion paper was issued in 2011 in the United

Kingdom and the final version was published in 2013,

Sustainability Accounting Standards Board (SASB):
SASB, an independent, non-profit US-based organization, was

created inJuly 2011. Its mission is to develop and disseminate
industry-specific sustainability standards and indicators that
enable corporate performance to be compared. The indicator
matrices are constructed through a rigorous process that
includes evidence-basedresearch andbroad, balanced stake-

holder participation.
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UN Guiding Principles Reporting Framework: The United

Nations Guiding Principles Reporting Framework is the first
comprehensive guidance for companies to report on human
rights issues in line with their respansibility to respect human
rights as set out in the UN Guiding Principles. It provides a
concise set of questions for a company to consider andreport
on in order to know and show that it is meeting its responsi-
bility to respect human rights in practice. It offers clear and
straightforward guidance on how to answer these questions
withrelevant and meaningful information about humanrights

policies, processes and performance.

7.2 PERFORMANCE MEASUREMENT METRICS

AThe following list of material sustainability indicators can
serve as areference for issuers when preparing their sustai-
nability reporting. These material ESGreporting indicators are
theresult of ananalysis of different sustainability standards
and tools conducted by the Sustainability Working Group of
the World Federation of Exchanges, of which Santiago Ex-
change has been a member since 2015. Note that the list is
not exhaustive, and companies are free to choose the most

applicable indicators according to their business.


http://www.sasb.org/
http://www.ungpreporting.org/

ESG aspect

Metric

Annual measurement or specification

Environmental

Direct and indirect greenhouse gas (GHG)
emissions

Total amount, metric tons.

Environmental

Carbon intensity

Total emissions relative to revenue.

Environmental

Direct and indirect energy consumption

Total amount, metric MWh.

Environmental

Energy intensity

Amount of direct energy used per M3 of space and FTE.

Environmental

Primary energy source

Cite specific energy type in majority of direct usage

Environmental

Renewable energy intensity

Percentage of direct energy consumption from renewable sources

Environmental

Water management

Total amount of water consumed, recycled or reclaimed, M3

Total amount of waste generated, recycled or reclaimed (by type and

Environmental Waste management .
weight)
Environmental Environmental policy Does your company publish and follow an environmental policy? Yes /No
Environmental Environmental impacts Did your company bear any legal/regulatory responsibility for an
environmental impact? Yes /No
Social CEQ pay ratio Ratio: CEO salary and bonus to median FTE salary
Social Gender pay ratio Ratio: Median male salary to median female salary
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ESG aspect

Metric

Annual measurement or specification

Social Employee turnover rate Percentage of change for FTEs, contractors, consultants.
Social Gender diversity Percentage of FTE, contractar and consultant positions held by women.
Social Temporary worker rate Percentage of FT positions held by part-time/contract/temp workers.
Social Non-diccrimination Bges your company publish and follow a non-discrimination policy? Yes /
Social Injury rate Total number of injuries and fatalities relative to warkforce
Social Clobal health Does your company publish and follow a policy for occupational and global
health issues? Yes /No
Social Child and forced labor Does your company praohibit the use of child or forced labor throughout the
supply chain? Yes /No
. . . .
Social Hurman rights policy Does your company publish and follow a humanrights policy or statement:
Yes /No
Social Human rights violations Number of grievances about human rights impacts filed, addressed or
resolved.
Social Board - diversity Percentage of board seats filled by independents and women.
, Does your company allow the CEO to sit on the board, act as chairman or
Governance Board - separation of powers .
lead committees?
Governance Board - confidential voting Are your board votes (individually or collectively) made public? Yes /No
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ESG aspect

Metric

Annual measurement or specification

Governance Incentivized pay Are company executives formally incentivized to perform on ESG? Yes /No
Governance Fair labor practices [N)ges your company (or supply chain) inhibit workers from organizing? Yes /
Governance Supplier code of conduct Does your company publish and follow a supplier code of conduct? Yes /No
Governance Fthics code of conduct Does your company publish and follow an ethical code of conduct? Yes /No
Governance Anti-corruption code Does your company publish and follow an anti-corruption code? Yes /No
Governance Tax transparency Bsg;gwg;wgany publish and follow a tax policy that is averseen by the
Other Sustainability report Does your company publish a sustainability report? Yes /No

Other Framework disclosures Does your company publish a GRI, CDP, SASB, IIRC or UN GC disclosure?
Other Eyternal aceurance Are your company's ESG disclosures assured or validated by a third party?

Yes /No
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APPENDICES

8.1 QUESTIONS TO GUIDE REPORT
PREPARERS

The following questions may be useful to corporate issuers
as they prepare their ESG reports. Intended for those who
do not consider themselves advanced reporting experts, the
questions are arranged according to the reporting recommen-

dations detailed in Chapter 6 of this document.

Overview
@ How is the company moving towards a sustainable busi-

ness strategy?

€@ How canESG aspects support the achievement of busi-

ness goals?
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© \What are the existing reporting requirements imposed
by the market regulator?

Responsibility and Oversight
@ How can the company use ESG disclosure to engage and

align board members, senior executives and employees?

© Vhatarethe key issues and future goals that relate to ESG
from the point of view of the CEO and/or Chairman?

e How are board members, senior executives, and employees
involved in ESG-related decision-making, planning, monitoring

and activities?



Clarity of Purpose and Responsiveness

© Whatisthe company's main reporting objective(s)?

O What are the key ESG factors that impact the company

strategy interms of the risks and opportunities they present?

© What are the company's public commitments towards

sustainable development and corporate responsibility?

D Whoarethe company's priority stakeholders? What is the
process for identifying them and how often is that determina-
tionrefreshed or updated? How does the company know what

FSG matters are relevant for these stakeholders?

@ Which ESG factors are most relevant for the company’s

current and potential investors?
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@ What does the company know about its existing investor

base and its information needs?

® How would the company like to evolve its investor roster

in the next Nve years?

@ What doesthe company know about the information needs

of its future investor roster?

Relevance and Materiality
@ What is the company's materiality determination process
related to ESG matters?

@ How do ESG factors fit within the company's existing ma-

teriality determination process?

@ WhichESG factors have the most impact onthe company’s

long-term value creation?

@ WhichESG factorsdirectly impact the company's short-ter-

mfinancial performance?
® Hasthe company identified what information investors need?

€ Howdoes the company maintain and enhance its relations-

hip with investars?

€) How does the company compare with respect to ESG ma-

nagement among its benchmarked peers?

€ What ESG factors are linked to current and potential re-

gulations?



Accessibility, Credibility and Usability
€® How are investors, and potentially other stakeholders,

using the company's disclosure?

@ How canthe company leverage ESG disclosure to deepen

relationships with investaors?

€D How can the company use their feedback to improve per-

formance?

€D How has the company effectively engaged investors inthe

=5G disclosure process?

€ What alternative methods does the company need to ex-

plore to engage investors?
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€ Howdoes the company use feedback from investors in its

decision-making processes?

€ Howdo financial disclosure controls and obligations apply

to the company's ESG disclosure?
@ What level(s) of assurance is meaningful and feasible?
€ What level(s) of assurance do investors expect?

€ How does the company determine which third party is the

most effective andrelevant to assure the company's disclosure?

8.2 COMMUNICATING THE VALUE OF
SUSTAINABILITY

The value driver model offers companies a simple, direct
approach for assessing and communicating the financial im-

pact of their sustainability strategies.

The objective of the value driver model is to provide key indi-
cators for companies to use to illustrate how their sustaina-
ble business strategy contributes to the company's general
performance. The financial and market performance of any
company is the product of a complex array of factors. The
following table shows the possible ways that ESG aspects
can affect the determining factors in companies' financial and
market performance. The model enables firms to construct

their own metrics to describe the connection between their



top financial objectives (e.g. return on capital or return on

equity) and the following:

Revenue growth from sustainability-advantaged products,

services and/or strategies (S / G).

Total annual cost savings (and cost avoidance) from sustai-

nability-driven productivity initiatives (S / P).

Reduced sustainability-related risk exposure that could

materially impair a company's performance (S /R).
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FIGURE 1: THE VALUE DRIVER MODEL

GROWTH
«New Markets & Geographies
€&  .New Customers & Market Share B
e Product & Services Innovation
«Long-term Strategy

RETURN ON PRODUCTIVITY
EQUITY OR ¢ « Operacional Efficiency !
CAPITAL «Human Capital Management

«Reputation Procing Power

RISK MANAGEMENT
« Operational & Regulatory Risk

€— -Reputational Risk B
« Supply Chain Risk

«Leadership & Adaptability

Revenue Growth from
Sustainability-Enhanced
or Advantaged Product &
Services

-S/G

Total Cost Saving + Avoidance
from Sustainability-related
Iniciatives

-5/P

Measureable reduction in
Exposure to Sustainability-
related Risks to Revenue and
Reputation

=S/R

Source: UN Global Compact and Principles of Responsible Investment (PR)



8.3 GLOBAL SUSTAINABILITY STANDARDS
AND PRINCIPLES

The following internationally accepted sustainability standards
have been developed by institutions that promote standards,

best practices and corparate transparency.

AA1000 Stakeholder Engagement Standard: Developed
by AccountAbility, a UK -based global organization, AAIOOO is

a series of standards designed to help organizations become
more accountable and sustainable. They address priorities,
performance and targets in governance, sustainability assu-
rance, and inclusive stakeholder engagement, among others,
and complement standards such as ISO9001 and 15014001.
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1SO026000 Guidance on Social Responsibility: ISO26000

ls an international guidance standard on social responsibility

for organizations of all types in the public and private sectors,
and includes specific guidance on communication on social
responsibility. The standard was issued inNovember 2010 af-
ter five years of work that included contributions from some
450 experts from 99 countries, plus 200 observers, and 42
regional or global liaison organizations such as the Consumers
International, the International Labor Organization, United
Nations Conference on Trade and Development (UNCTAD),
the UN Global Compact and the World Health Organization.


http://www.iso.org/iso/home/standards/iso26000.htm
http://www.accountability.org/z
http://www.accountability.org/

OECD Guidelines for Multinational Enterprises®™: The

guidelines are far-reaching recommendations addressed by
governments to multinational enterprises aperating in or from
adhering countries. They provide voluntary principles and
standards for responsible business conduct in areas such as
employment and industrial relations, human rights, environ-
ment, information disclosure, combating bribery, consumer
interests, science and technology, competition, and taxation.
Chapter lll covers disclosure and calls on enterprises to be
transparent in their operations and responsive to the public's

increasingly sophisticated demands for information.
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International Labour Organization, Tripartite Declara-

tion of Principles Concerning Multinational Enterprises

and Social Policy: The MNE Declaration provides guidelines
to companies, governments, and employee and labor organi-
zations in such areas as employment, training, conditions of
work and life, and industrial relations. Companies canuse these
guidelines to enhance the positive social and labor effects of

their operations.

19. Organization for Economic Cooperation and Development (OECD)



http://www.oecd.org/corporate/mne/weakgovernancezones-riskawarenesstoolformultinationalenterprises-oecd.htm
http://www.ilo.org/empent/Publications/WCMS_094386/lang--en/index.htm
http://www.ilo.org/empent/Publications/WCMS_094386/lang--en/index.htm
http://www.ilo.org/empent/Publications/WCMS_094386/lang--en/index.htm

BM&FBovespa (2011). Novo Valor: Sustentabilidade Nas

Fmpresas.

http://www.bmfbovespa.com.br/pt_br/institucional/sustentabilidade/
nas-empresas/publicacoes-e-encontros/

Deutsche Asset & Wealth Management (2015). ESG & Cor-

porate Financial Performance: Mapping the global landscape.

https://institutional.deutscheam.com/content/ media/K15090 Aca-
demic_Insights UK_EMEA _RZ Online_151201_Final_(2).pdf

Khan, M., Serafeim, G, & Yoon, A. (2015). Corporate Sustai-
nability: First Evidence on Materiality (Working Paper 15-073).

http://ratesustainability.org/wp-content/uploads/2015/04/Sera-

feim__etal_Corporate_Sustainability.pdf

Millward Bromn (2015). Estudio Ambiental 2015 para Tetra Pack.

https://endpoint895270.azureedge.net/static/es/documents/envi-

ronment-research-2015-summary.pdf
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