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ESG metric classification
How WTW'’s internal metric definitions fit the broader ESG framework
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reputation and risk . o
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ﬁi‘ Human Capital metrics are part of the Social category
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Prevalence of ESG metrics @ Impact of ESG metrics g‘-—j

Prevalence of ESG metrics in executive incentive plans
Overall prevalence of ESG metrics in the US, Canada and Europe — a regional comparison

All plans STl plans

68%  |66*

of companies incorporate ESG of companies incorporate ESG
metrics in their incentive plans. metrics in their STI plans.
us us us
E = E o (2500
Canada Canada Canada
M |+ 5 |+ =
Vi Europe Vi Europe Vi Europe
k (n=327) k (n=327) N (n=327)

13%

= With increasing investor focus, overall use of ESG metrics within incentive plans rose to 68%, up 6 percentage points over the prior year (62%).

®= STl plan usage is up 6 percentage points from 60% in the prior year. Most of the growth relates to an uptick in usage in Canada and the US, where
companies have traditionally lagged in prevalence compared to Europe. ESG STI use in Canada now exceeds that of Europe (77% vs. 75%).

®= LTI plan usage is up 3 percentage points from 10% in the prior year. As with adoption and usage of ESG in STI plans, Europe leads the use and growth -
trend in LTI as well, where ESG metrics are now included in more than one quarter (28%) of all European companies.

n = number of companies
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Prevalence of ESG metrics @ Impact of ESG metrics g%

Prevalence of ESG metrics in executive incentive plans
Which ESG metrics are incorporated into executive incentive plans — a regional comparison

All plans

E S ..G

69%
56%
45%
38%
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13% ® of companies include
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AN measurements in their incentive plan

SO C I al is comprised of multiple metric categories that encompass Human Capital Management goals, and is ubiquitous

among companies with ESG incentive plan metrics.
Customer Service metrics are included under Social but are not included within the determination of Human Capital metric usage.

All percentages are expressed as % of all companies in the sample
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Impact of ESG metrics e:

Impact of ESG metrics on payout — Methodology
How ESG metrics are incorporated into incentive plans

Based on disclosure, each metric identified as a KPI is further

A Key Performance Indicator (KPI) classified into one of these 3 groups:
metric that is directly part of the
payout formula, i.e., which is
considered independently when
establishing overall incentive payout.

High

Stand-alone ESG metric

A metric falls within this group if it is disclosed as a separate, stand-alone metric.
In plans with additive payout formulas, these metrics usually come with their own
distinct weighting.

d—
>
g
© MOdlfler A modifier is a metric that permits .
al P ) . Part of an ESG metric bundle
modifications to the incentive payout
- and is built into the payout formula
8 upfront (as opposed to broader A metric falls within this group if it is part of a bundle of metrics which solely includes ESG
O Board / Committee discretions). metrics. Weightings for the specific metrics are usually not available, but the weighting of
g the bundle can be used to determine the overall weighting of ESG metrics within a plan.
£
Underpin .
P An underpin provides a threshold or Part of a broader metric bundle
f basic level of performance required
— for some, or all, of the payout under A metric falls within this group if it is part of a broad bundle of metrics which contains ESG
other metrics to occur. as well as non-ESG metrics. A weighting for the ESG portion of the bundle is usually not
available.
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Prevalence of ESG metrics @ Impact of ESG metrics g‘-—j

Data sample
This section is based on disclosures from the companies listed in the S&P 500

Distribution among industries

United States
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= Market capitalization as per December 31, 2020; displayed in million US$.
il » Revenues are displayed in million US$. Companies from the financial sector are excluded from the revenue statistics.
Q = Sector breakdown is based on the 11 Global Industry Classification Standard (GICS) sectors.
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ESG Highlights in the United States

Overall prevalence of ESG metrics

60%

of companies use at least one ESG
metric in their incentive plans
(STl or LTI or both)

59%

of companies use at least one
ESG metric in their STI plans

5%

of companies use at least one
ESG metric in their LTI plans
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Prevalence by ESG category
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Prevalence of ESG metrics @ Impact of ESG metrics g’-—é

Outlook: forward-looking ESG trends

Expected changes to ESG metrics in incentive plans in the United States

of US companies disclosed
1 2 % upcoming changes relating to

ESG metrics in incentive plans

7%
4%
1%

Introduction Expansion Modification

Introduction

v
A company which did not have any ESG metrics in STI or LTI will

add at least one ESG metric in future

A company that already had ESG metrics in STl or LTI plans adds
additional ESG metrics or increases the total ESG weighting

Modification

A company that already had ESG metrics in place is modifying them (for

example by switching the type of ESG metrics, switching ESG metric

weightings between categories or is reducing or dropping ESG metrics)

Forward-looking data represents only companies which disclosed upcoming changes within
their current proxy filings

Of those companies that are adding ESG metrics (through introduction or expansion), 32%
are adding them as modifiers, while 14% are adding them as part of a metric bundle. 16%

are adding ESG measures as stand-alone metrics with weightings ranging between 5%
and 15%. The remainder did not disclose how the metrics will be added

54 out of 57 companies are adding the ESG metrics as part of their STI plan

See the chart below for an analyses of the type of ESG metrics that are added either
through introduction or expansion. Percentages are expressed as % of companies that
have disclosed to add at least one ESG metric

Note that any one company may be planning several types of change.
The governance category includes generic or undisclosed “ESG metrics”

o
o)
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54%

(0 Fo 40%
it it :
16% 14%
Y s I -
I
Environmental & People & HR Inclusion & Employee Health Customer Service  Governance
Sustainability Diversity & Safety
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Prevalence of ESG metrics © Impact of ESG metrics g‘-—j

Prevalence of ESG metrics in executive incentive plans
Overall prevalence of ESG metrics in the United States

All plans STl plans

60

of companies in the S&P 500 of companies in the S&P 500

incorporate ESG metrics in their incorporate ESG metrics in their ST
incentive plans. plans.

This number increased by This number increased by
+ 8 pp since previous year + 8 pp since previous year
®" The year-over-year changes reflect the S&P 500 companies that were analyzed in 2020 (for Fiscal Year 2019) and in 2021 (for Fiscal Year 2020) so there may

be some variance due to companies being added or falling out of the S&P 500 index.

= A handful of S&P 500 companies which did not have a prior ESG metric in the previous year added a COVID-related goal (primarily Customer Service or Health
& Safety related) to their incentive plans as part of their response to the pandemic, but most companies that added ESG metrics relating to COVID-19 already

had an ESG metric in place. Most of these changes occurred in STI plans.

n = number of companies
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Prevalence of ESG metrics @ Impact of ESG metrics g%

Prevalence of ESG metrics in executive incentive plans
Which ESG metrics are incorporated into executive incentive plans in the United States

All plans

of companies include ® (5) ®
53% Human Capital

‘ measurements in their incentive plans
+8 pp

ESG metrics by
company Prevalence of ESG metric categories

N,
13% Environmental

30% Governance
56% Social

(]
°o)®

i . -~
i % oo |i|
S O C I a.l Is comprised of multiple metric categories that 0% it

30%
encompass Human Capital Management goals, and is ubiquitous

. . . . . Environmental People & HR Inclusion & Employee Customer Governance
among companies with ESG incentive plan metrics. & Sustainability Diversity ~ Health & Safety  Service

65% of companies that use Social metrics do so across multiple

categories. I

All percentages are expressed as % of all companies in the sample
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Prevalence of ESG metrics @ Impact of ESG metrics

Prevalence of ESG metrics in executive incentive plans
Breakdown of ESG metric categories by industry in the United States
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Prevalence of ESG metrics @ Impact of ESG metrics

Prevalence of ESG metrics in executive incentive plans
Number and combination of ESG metrics in the United States

Only ESG All ESG
category* categories* categories*
0
44y WAYEOM Do o
more than
of companies use a one ESG
combination of all metric
E three ESG
only — 1% - .
categories. Most companies use several stand-alone

ESG metrics or combine them as part of

S only — 38% ESG or broader bundles; only 5% of

companies use a single (stand-alone) ESG
metric.

s
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* “ESG categories” refers to either Environmental, Social or Governance
All percentages are expressed as % of all companies that have at least one ESG measure in place




Impact of ESG metrics

Impact of ESG metrics on payout
How ESG metrics are measured incentive plans in the United States

All plans

af 359%

of all companies with ESG
metrics are measuring at least
one of them quantitatively

Corporate / Business Unit

Individual

STI plans

Jaf 33%

of all companies with ESG
metrics in their STI plans are
measuring at least one of them
guantitatively

Corporate / Business Unit

I Individual

All percentages are expressed as % of companies with at least one ESG metric (in all plans / STI plans / LTI plans)

Individual
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Impact of ESG metrics e:

Impact of ESG metrics on payout — Methodology
How ESG metrics are incorporated into incentive plans

Based on disclosure, each metric identified as a KPI is further

A Key Performance Indicator (KPI) classified into one of these 3 groups:
metric that is directly part of the
payout formula, i.e., which is
considered independently when
establishing overall incentive payout.

High

Stand-alone ESG metric

A metric falls within this group if it is disclosed as a separate, stand-alone metric.

In plans with additive payout formulae, these metrics usually come with their own
distinct weighting.

d—
>
g
© MOdlfler A modifier is a metric that permits .
al P ) . Part of an ESG metric bundle
modifications to the incentive payout
- and is built into the payout formula
8 upfront (as opposed to broader A metric falls within this group if it is part of a bundle of metrics which solely includes ESG
O Board / Committee discretions). metrics. Weightings for the specific metrics are usually not available, but the weighting of
g the bundle can be used to determine the overall weighting of ESG metrics within a plan.
£
Underpin .
P An underpin provides a threshold or Part of a broader metric bundle
f basic level of performance required
— for some, or all, of the payout under A metric falls within this group if it is part of a broad bundle of metrics which contains ESG
other metrics to occur. as well as non-ESG metrics. A weighting for the ESG portion of the bundle is usually not
available.
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Impact of ESG metrics

Impact of ESG metrics on payout

How ESG metrics are incorporated into incentive plans in the United States

STI plans
O 80%

KPls

45% The median

Stand-alone ESG metric

overall
- 30% 11% weighting* of
e=) ¥ \lodifiers ESG metrics in
Part of an ESG bundle .
STl plans is
|
+ 1% %
“== _ Underpins

8%

0%

The median
overall
weighting* of
ESG metrics in
LTI plans is

*  The median overall ESG weighting is based on all plans where a distinct weight of ESG metrics could be determined, i.e. it is comprised of the stand-alone ESG metrics as well as the pure ESG

bundles. The broader bundles that contain ESG and non-ESG metrics have not contributed to this statistic.
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Global Executive Compensation Analysis Team (GECAT)
Disclaimer

" The information represented by this report was collected by the Global Executive Compensation Analysis
Team (GECAT), which maintains a strong commitment to quality and professionalism in the delivery of
our products and services. GECAT follows quality assurance procedures designed to produce accurate
and authoritative reports. GECAT enjoys a long-standing reputation as the premier provider of
information on executive compensation for providing, accurate and authoritative information regarding
executive compensation. Before making use of this publication, however, you should understand the
limitations to which our work is subject. We have obtained all the data underlying or presented in this
publication from public sources; none of it comes from the survey data submitted to us by clients. While
we deal with sources with a reputation for supplying quality data, we do not make any independent
verification of the accuracy, timeliness or completeness of the data supplied to us.

® |n addition, this report addresses executive compensation issues in a general manner or, in some cases,
with limited customization to reflect selected client issues. It does not reflect the full range of needs and
circumstances of any particular purchaser. GECAT offers all information with the understanding that
GECAT is not engaged in rendering consulting, legal, accounting or other professional services. If you
need legal, accounting or consulting assistance you should seek the relevant professional services.
Therefore, it cannot serve as a substitute for professional advice from consultants, lawyers, accountants
and other professional advisors who would have the opportunity to become familiar with all your specific
goals and concerns.

® Because of these limitations, GECAT cannot accept any responsibility, and will not be liable, for any
errors in this publication, your use of it or any decisions you may make in reliance on it.
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