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STANDARD ETHICS EUROPE

Standard Ethics Europe is As a brand, Standard Ethics has The Standard Ethics Rating (SER)
the agency that issues the been making a is defined as a 'compliance' rating
Standard Ethics Rating (SER) name for itself in the world of model aligned with international
in Europe. Sustainable Finance and ESG sustainability guidelines.
It is an ESG rating provider (Environmental, Social and
that has notified ESMA Governance) studies ‘

COMMISSION STAFF WORKING DOCUMENT IMPACT

(European Securities and since 2004 and aims to promote
' o ASSESSMENT REPORT
MCH’ketS AUthOrlty) Under the SUStalnablllty and governance Accompanying the document Proposa| for a
Regulation (EU) 2024/3005, standard principles provided by the ResulaitonlbisklelEUiopEd Bal i iiE N aloitie
: . Council on the transparency and integrity of
currently operating under the European Union, the OECD and Environmental, Social and Governance (ESG) rating

applicable transitional regime. the United Nations. activities.
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AGENCY OVERVIEW

— CirCa 500 companies are ESG-rated (solicited and unsolicited) through an analyst-driven
process*

r.{o}// . . -
— |n Italy, about O of the largest listed companies are Standard Ethics’ clients

A single standardised and valid proprietary algorithm tested on 57 different industries

*see next page for further details.

o . .
Standard Ethics Clients 40%0 are large listed companies

« 73% are listed companies

349% are medium and small listed companies

o T .
. 27% are non-listed companies 13% are large non-listed companies

13% are medium and small non-listed companies
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Standard Ethics Rating (SER)

The Standard Ethics Rating (SER) is a Solicited Sustainability Rating: an independent ESG Opinion on the Applicant's position in relation to
the institutional and international voluntary guidelines established by the United Nations (UN), the Organization for Economic Co-operation
and Development (OECD) and the European Union (EU) on Sustainability (and related governance issues). This rating is in use since 2004.

Rating vs in-house Scoring

The ESG compliance rating is a different product from in-house ESG scoring. The latter is issued to a company’s suppliers or customers, or
by investors; it is not an assessment regulated by ESMA, nor does it have the same legal supervision as opinions issued by specialized
agencies listed in the European Register, being solely for internal use.

Applicant-pay model. Solicited and Unsolicited Standard Ethics Ratings (SER)

Standard Ethics’s business model is based on the “Applicant-pay” model (the same as that used by credit rating agencies): its clients are
companies (both publicly traded and privately held) that have requested a rating for themselves (solicited ratings). In order to test and
update its methodology, provide benchmarks to the market, and maintain high visibility and reputation, the Agency creates sector clusters
as well as issuing unsolicited ratings to the largest internationally listed companies, with which it maintains direct relationship, to ensure the
highest accuracy of the data collected. Standard Ethics does not engage in any other activities.

Analyst-driven process

Analysts carry out assessments by reviewing corporate documents, managing the data entry process, and producing the final reports.

No questionnaires, third-party databases, or Artificial Intelligence are used. Unlike low-cost automated scoring systems, the process
requires weeks of analytical work. The result is an in-depth assessment of ESG positioning, including strategic recommendations, areas for
improvement, and a gap analysis: it is a governance tool, not a label.
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LEGAL ENTITY

Two types of Standard Ethics Ratings (SER) are
assigned to legal entities. A rating of ‘EE-' (or
higher) indicates that the company complies
with international sustainability guidelines.

CORPORATE SER

The Corporate SER is specifically
designed for large companies.

The rating is annual and
renewable and the cost depends
on the size and type of Applicant.

When the rating is issued, the
Applicant receives both the Final
Report (disclosable) and the full
analysis document (for internal use
only).

Issuing time: 6-8 weeks.

This is an annual, renewable
rating specifically for small and
medium-sized enterprises (fewer
than 250 employees and a turnover
of less than EUR 50 million).

Upon rating issuance, the client
receives a Final Report, which may
be published.

Issuing time: 2-3 weeks.
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SECURITY

The Security Standard Ethics Rating is a non-financial solicited
rating assigned to a general-purpose issue or an instrument.
The analysis also takes into account the issuer, its nature and
business plans, as well as its development and sustainability
strategies. A Security SER rating of ‘EE-' (or higher) indicates that
the securities are suitable for an ESG/SRI portfolio according to
the Standard Ethics methodology.

Financial Financial

Instrument Debt
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Standard Ethics Algorithm ©
To ensure accuracy and comparability, Standard Ethics does not use KPI-based (Feeu+SaHdzu.occoMw + f(Sa) * f(ide. oecol+Caunorcosu * f(Fe) * f(ldzuozco))
analyses but employs a more sophisticated method based on checklists to 10 tk
assess whether minimum thresholds in areas ‘E' and 'S’ have been met, and to
carry out a final calculation to determine the ‘G’ factor on an aggregate basis. To
this end, it uses its own algorithm comprising five groups of variables plus
variable K (sustainability at risk - SaR).

__EEE
_EEE-

_EE+”'
EE

The first variable in the formula (Fc) relates to competition; it rates companies
positively that compete and engage with the market appropriately, whilst
considering risk factors such as investigations, fines or penalties, tax evasion or
market-distorting elements. The metrics for the second and third variables (Sa
and Mw) relate to considerations regarding shareholding and corporate structure.
The fourth variable (Id) concerns the managerial sphere, the management and
control of ESG risks, sustainability governance, as well as the composition of
senior management bodies. The fifth variable (Cg) assesses alignment - through
policies and reporting - with international ESG objectives and guidelines. F “LE“'E' of Campliance with. Intemational Terdela& Guidelings sy

N = o

E+
7 Standard Ethics
E Sustainability Compliance Rating

rd E-.

Effort, Commitment, ESG Governance =)

Finally, values are provided for the ‘E' component, the 'S’ component and the ‘G’
aggregate. The final rating, on a 9-point scale, is equal to the ‘G’ aggregate plus or
minus the override.

EEE E+ E E- F

Excellent Very Strong  Sirong Adequate Low Very Low Unsatisfactory

Sustainable Not Fully Sustainable |  Not Sustainable
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OUTCOME

What are the benefits of obtaining a

Assess your positioning

Standard Ethics Rating (SER)? Companies that have already applied for a Standard Ethics Rating

(SER) are clients who want to fully understand their own positioning
T # * and have a precise measure of their commitment to
Sustainability in alignment with international guidelines (UN, OECD,
EU).

Strategic value

The detailed evaluation provided by the Analysts is useful for
companies in assessing risks and opportunities, defining new
strategies, organizational structure and adjusting external

communications.

Impact and reputational value

If published, the rating obtained represents the authoritative opinion
of an independent agency and may serve as a Sustainable Grade for
sustainable investors or as a type of assessment required for access
to credit and/or supplier registers. Furthermore, it may be
regarded as a reputational indicator.
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THANK YOU

PLEASE CONTACT US IF YOU REQUIRE
ANY FURTHER CLARIFICATION

@ headquarters@standardethics.eu

@ https://www.standardethics.eu/

This document is commercial information produced by Standard Ethics
Europe Srl. The Standard Ethics Rating (SER) is an independent opinion
on the degree of compliance with voluntary international sustainability
guidelines (UN, OECD, EU) and does not constitute an investment
recommendation or an assessment of the financial situation of the rated
entity. Past ratings are no guarantee of future results. For full information
on the Agency’s methodology, organisational structure, fees and policies,
in accordance with Annex IIl of Regulation (EU) 2024/3005, please
consult the publicly available information at:
https://standardethics.eu/governance/policy-and-procedures
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