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ESG = Environmental, Social & Governance

“ESG criteria and factors—people,
planet and trust—are the tull-
systems results that we deliver in
our mission. ESG typically drives
financial value, even if not on the
financial statements.

VALUE (internal)

-Paul Herman, Founder, HIP Investor

ESG measures...

IMPACT (external)

Risk and Opportunity

Economy, Environment, Society

SUSTAINABLE
DEVELOPMENT . SCIENCE SASB Fi )
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International Sustainability Standards Board (ISSB)



Standards that Measure External Impact:

United Nations Sustainable Development Goals

ENVIRONMENT SOCIAL GOVERNANCE
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Standards that Measure External Impact:

GRI 303: Water & Effluents Excerpt

Reporting requirements

The reporting organization shall report the following information:

a. A description of how the organization interacts with water, including how and where water is
withdrawn, consumed, and discharged, and the water-related impacts caused or contributed to,
or directly linked to the organization’s activities, products or services by a business relationship

{e.g., impacts caused by runoff).

b. A description of the approach used to identify water-related impacts, including the scope of
Disclosure assessments, their timeframe, and any tools or methodologies used.

303-1

c. A description of how water-related impacts are addressed, including how the organization
works with stakeholders to steward water as a shared resource, and how it engages with
suppliers or customers with significant water-related impacts.

d. An explanation of the process for setting any water-related goals and targets that are part of
the organization's management approach, and how they relate to public policy and the local
context of each area with water stress.

B T R T

Reporting recommendations
1.2 The reporting organization should report the following additional information:
1.21 An overview of water use across the organization’s value chain;

1.2.2  Alist of specific catchments where the organization causes significant water-related impacts.

R R )

Guidance

Guidance for Disclosure 303-1 If applicable, the organization can describe its

Through its value chain, an organization can affect environmental impacts caused by runoff, and hgw they

Brown and Caldwell - 5



Standards that Measure Internal Risk and Opportunity:

Sustainability Accounting Standards Board (SASB)

governance

UNIVERSE OF
SUSTAINABILITY
ISSUES
Human
capita

and innovation

ronmemt

* GHG emissions

« Air quality

« Energy management

* Fuel management

« Water and waetewater management

* Wasle and hazardous materials
management

« Biodiversity impacts

Social capital

* Human rights and community relations

* Access and affordability

« Customer weifare

+ Data security and customer privacy

« Fair disclosure and labeling

« Fair marketing and advertising

Human capital

* Labor relations

« Fair labor practices

* Diversity and inclusion

* Employee health, safety, and
wellbeing

» Compensation and benefits

« Recruitment, development, and
retention

Business model and

innovation

« Lifecycle impacts of products
and services

* Environmental and social
impacts on assets and
operations

* Product packaging

* Product quality and safety

Leadership and governance

« Systemic risk management

+ Accident and safety
management

+ Business ethics and
transparency of payments

» Competitive behavior

* Regulatory capture and political
influence

« Matenals sourcing

« Supply chain management



Prioritize Where External Impact and Internal Value

Intersect:

«  Considers the company's impacts outwards;

«  Uses the GRI definition: “toplcs that reflect its most significant @ ®
Impacts on the economy, environment and people, Including @ @
Impacts an human rghts.” (draft)
«  Presented in the sustainability repaort - ® e
- Formultiple stakeholders g B
«  Considers the company's Impacts Inwards; é g 2 ® ® ®
+« Uses the SASE definition: "expected to Influence investment 2 - ) [
ar lending decisions that users make on the basis of their 2 E ®
assessments of short-meadium-.and long-term financial W =
performance and enlerprise value." (draft) g ﬁ
«  Presented in the annual report E 5

+  Forimnvestors, lenders and other creditors

Impact on Enterprise Value —

Source: BSR.org
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ESG Standards and Frameworks
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Four Framework Pillars of the Task Force for
Climate-related Disclosures (TCFD)

Governance

Disclose the organization’s
governance around climate-
related risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization’s businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the board's oversight
of climate-related risks and
opportunities.

a) Describe the climate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization's
processes for identifying and

assessing climate-related risks.

a) Disclose the metrics used by the
organization to assess climate-
related risks and opportunities
in line with its strategy and risk
management process.

b) Describe management’s role in b) Describe the impact of climate- b) Describe the organization’s b) Disclose Scope 1, Scope 2, and,
assessing and managing related risks and opportunities processes for managing if appropriate, Scope 3
climate-related risks and on the organization's climate-related risks. greenhouse gas (GHG)
opportunities. businesses, strategy, and emnissions, and the related risks.

financial planning.
¢} Describe the resilience of the c) Describe how processes for c) Describe the targets used by

Brown and Caldwell

organization’s strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
scenario.

identifying, assessing, and
rmanaging climate-related risks
are integrated into the
organization’s overall risk
managerment,

the organization to manage
climate-related risks and
opportunities and performance
against targets,



SASB Metrics within a TCFD Framework

CROSS-INDUSTRY

METRICS
TCFD!
Metrics
INDUSTRY-SPECIFIC & Targets

STANDARDS

Quantitative metrics shed
important light on the
effectiveness of a company’s
governance, strategy, and
risk management—the “outer
layers” of the TCFD “onion”

SASB metrics are among the most frequently referenced
tools cited by TCFD for implementing its recommendations Source: TCFD.org
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Influence of Investors, Insurers and Other

Stakeholders

ESG Classification System Incorporates Credit Relevant
Considerations

Our assessment of ESG risks is framed by the classification

"// \_'{—.:';\.'l -"'/ L H".
. ) [ &=y

b= g b= /
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Environmental Social Governance
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Why Should You Pay Attention to ESG Factors?

Organizational
External Impacts -
Effectiveness

§59 89

) Heatlsland Effect and Wildfires @) Clarity of Board Direction

Cloud Burst and Flooding Managing Affordability

Attracting and Retaining Great

Sea Level Rise
People

Drought and Water Scarcity Stakeholder Trust and Support

Mitigating Risks/Investing in

¢ Community and Regulatory
Opportunities

Expectations ®

\E

000
000



BUFFALO

SEWER AUTHORITY

&/RAINCHECK 2.0

Using equity to prioritize mitigation of CSO impacts while working to meet LTCP goals



Rain Check 2.0 Goals:

Expand green infrastructure
in Buffalo.

Reduce stormwater runoff
and protect public health.

Conduct rigorous,
site specific analyses of
feasibility and need.

Incorporate equity
considerations as critical
elements of green
infrastructure decision-
making.

Maximize economic, social
and environmental benefits
in implementing green
infrastructure.

Educate and engage
stakeholders on green
infrastructure benefits and
implementation.

Realizing All Benefits of Green
nfrastructure (Gl)

Using green infrastructure to
reduce CSOs and meet regulatory
LTCP goals

In addition to engineering and
environmental considerations,
intentionally used social equity
lens to select communities most
in need of Gl benefits

Supplemented by analyses of
economic impacts and
development trends, also
citywide tree canopy study

Engaged private sector, local
government stakeholders, and
general public

RainCheck 2.0 Opportunity Report:
https://raincheckbuffalo.org/app/uploads/2019/05/190515-RC2-
OpportunityReport sml.pdf



https://raincheckbuffalo.org/app/uploads/2019/05/190515-RC2-OpportunityReport_sml.pdf

Equity Lens in Project Siting

Green Infrastructure Equity Index, Block Groups, City of Buffalo
Sakstes
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Appendix A — Equity Index: RainCheck 2.0 Opportunity Report:
https://raincheckbuffalo.org/app/uploads/2019/05/RC2 Appendix https://raincheckbuffalo.org/app/uploads/2019/05/190515-RC2-

A_Equitylndex.pdf OpportunityReport_sml.pdf



https://raincheckbuffalo.org/app/uploads/2019/05/RC2_Appendix_A_EquityIndex.pdf
https://raincheckbuffalo.org/app/uploads/2019/05/190515-RC2-OpportunityReport_sml.pdf

Road from Report to Funding Projects

2019 Currently

RainCheck 2.0 report focused on BSA uses similar environmental + social
environmental and social drivers for lens to pursue ARPA funding for
selecting areas for locating green replacing old combined sewer lines and

infrastructure projects.

lead service lines, installing permeable
pavements and street trees, etc.

Report served as tributary document for
S$54M environmental impact bond. Bond
proceeds will fund projects in these
priority basins.

2021



Managing Risk and Opportunity:
dc ‘ DC Water’s ESG Reporting

water is life DISTRICT OF COLUMBIA WATER AND SEWER AUTHORITY
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Matthew Ries, PhD, PE @Matthelees
Acting Chief Strategy & Purmance Officer
www.dcwater.com/esg-reporting



dC‘ water is life

Regional service area:

e 725 sq mi
Services:

* DC’s Drinking water
distribution, wastewater
collection, & stormwater
system operation &
maintenance (700,000 people)

* Regional Wastewater
treatment (1.6 million ppl)

* Stormwater system operation
and maintenance

Combined Sewer Overflow (CSO)

deep tunnel project:

* “DC Clean Rivers”
Operates Blue Plains Advanced
Wastewater Treatment Plant
* 300 mgd
1350 employees

River

FACILITIES MANAGED BY

AND SERVICE AREAS SERVED
BY DC WATER

. Blue Plains Service Area

n Jurisdictional Boundaries

" Potomac Interceptor

"1-',: A « AT
(C{S0) Blue Plains Advanced \Wastewater Treatment Plant

Potomac

MONTGOMERY
COUNTY

ARLINGTON
COUNTY

Blue Plains
Advanced
Wastewater
Treatment Plant

DCWATER.COM



Drivers & Timeline for DC Water’s ESG Reporting

January 2022:
Rating agency
meetings
Spring 2021 December 2021:
Input from ESG Report
investment bankers, released
rating agencies, etc. Oct. 2021
on ESG market
2014 an Party drivers - Green Bond .
. - ramework adopted March 2022:
First Green Opinions on Y21 Green
Bond Issued Green Bond Oct. —Dec. 2021 Bond Re
Sustainability ESG Report port
released

developed




Evolution of DC Water’s ESG Reporting

dcé I Enterprise Risk
esa naplpe Management (ERM) e
R R mobilization g~
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Low Med.- Medium ﬂedh High
FY21 ESG Report FY22 ESG+R

e ESG Framework
* SASB Metrics

(Resilience) Report
* ESG Framework
* TCFD Framework
* SASB Metrics
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SASB Code  Accounting Metric
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Benefits from ESG Reporting

External Internal

Alignment &
strengthening of
enterprise-wide
programs (strategic
plan, ERM, etc.)

Water Environment
Federation
the water qualty pecpk’

i

Environmental Social 4

Governance (ESG): What

isitand why is it Mark Knight Paul Herman

important for the water '
sector?

July 07, 2022
1:00 PM - 2:30 PM

Eastern
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dcé Highlights

Data,
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CHP Powar Produ |
Briefing with Rating Agencies Steam Pred from Recovered
In the second week of January, members of the Senior Executive Team (SET) met virtually with three ratings t ra n S p a re n Cy i # Purchased Natural Gas
agencies - Standard & Poor’s, Moody’s, and Fitch - to update them on our plans to issue $400 million in debt and

. Solar Produced
to seek a rating for the transaction C u |t u ra | S h Ift
32% reduction of

MOODY’S . . Scope 1 and 2 Emissions since 70.'.. 7 ;
S&P Global nvestorsservice F 1tchRat1ngs




ESG: Road Map to ESG Maturity & First Five Steps

1. Start with What and Why:
1. Look up ESG reports from your peers. What and how are they reporting?
2. What about these other ESG reports resonates with you in how you’ll tell
your story? What standards and frameworks are they using?
3. Who do you want to read this and why?
2. ldentify and Engage Your Stakeholders:
1. What about your organization to you want to communicate?
2. What information are they looking for? Ask them.

3. Assess Your Impact: Consider aligning with one of the existing standards or
frameworks to determine your organization’s impact in key areas and create
an opportunity to benchmark. (Your choice in a standard could be driven by
your stakeholders) (ESG Report Year 1)

4. Complete an Internal Valuation: In the same key areas, assess your
vulnerabilities, risks and opportunities. (ESG Report Year 2)

5. Verify and Validate: Have a 3™ party assess your impact and valuation. (ESG
Report Year 3 or beyond)



Thank You!

Questions?

Matthew Ries, matt.ries@dcwater.com
Rosaleen B. Nogle, rnogle@buffalosewer.org
Mary Tchamkina, mtchamkina@raftelis.com
Karri Ving, kving@brwncald.com

dC‘ B U F F A L O Brown .o
water is life” T T B Caldwell
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