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Background

An important component of FTSE’s Environmental, Social and Governance (ESG) criteria, used to assess
corporate practices and performance, are the Breast Milk Substitute (BMS) Marketing Criteria. These form
part of the Customer Responsibility Theme in FTSE’s ESG Ratings methodology and form a requirement for
inclusion in the FTSE4Good Index Series. Companies which manufacture BMS products must meet these
BMS Marketing Criteria in full in order to enter the index.

The FTSE4Good Breast Milk Substitutes (BMS) marketing inclusion criteria require company policies to align
with the World Health Organization (WHO) International Code of Marketing of Breast Milk Substitutes and
subsequent World Health Assembly (WHA) resolutions. This document sets out these requirements and
aims to explain the application of the criteria in relation to the WHO Code.

A Phased Approach

As with all FTSE4Good criteria, the requirements for the FTSE4Good BMS Marketing Criteria will evolve
over time. They take a phased approach, representing practical steps a company can take towards meeting
the WHO Code. FTSE4Good Index Criteria are based on “challenging but achievable” requirements, that are
based on international standards, and that are informed by consultation.

Higher Risk Countries

The criteria on the marketing of BMS focus on areas where there is the greatest risk to infants and young
children by prioritizing countries that have the highest rates of child malnutrition and child mortality. There
are 149 countries that have been identified on this basis as ‘higher risk.” In these countries, alignment with
the WHO Code is a minimum requirement. If countries have adopted policies and regulations more stringent
than The Code, the FTSE4Good Criteria requires companies to comply with the applicable national policies.

Note that interpretations of the WHO Code and what constitutes BMS product varies considerably between
organisations and therefore the FTSE4Good BMS Criteria aim to clearly articulate which products are
covered. These products are defined as; infant formula, follow-on-formula products (for the use of infants
under 12 months), complementary foods, or delivery products (teats and bottles).
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All other countries beyond the 149 higher risk countries identified are considered ‘lower risk,” which does not
diminish the importance of appropriate marketing practices. This initial risk-based approach is different to the
WHO Code which makes no distinction on risk between countries. In lower risk countries a company must
currently follow national policies and regulations. Requirements for lower risk country operations will be
reviewed by the FTSE4Good BMS Committee, with an aim to eventually align these with requirements for
higher risk countries.

Complementing the Code

Firstly, in addition to requiring company policies to align with the WHO Code, company policies must align
with national legislation or regulations implementing the Code if national policies are more demanding than
the Code.

Secondly, the FTSE4Good criteria also go further by assessing how a company implements plans into
practice by covering internal management system factors and practices such as:

senior level accountability and responsibility;

e internal training systems;

e whistle blowing;

e 0n-going monitoring of practice against policies;

e investigating and responding to allegations;

and public reporting on these matters.

Thirdly, the FTSE4Good BMS Marketing Criteria requirements also go beyond those for any other
FTSE4Good environmental, social, or governance criteria. These are the only criteria that set out that, once
a company meets the criteria and is included in the index, the company is then subject to an independently
commissioned verification by a professional audit firm. It is made quite clear that this is a requirement of the
criteria, and anything less will not result in inclusion in the index.

Finally, the criteria also make provision to identify companies that go beyond the initial requirements. An
additional criteria that will be assessed as part of the FTSE ESG Ratings but that currently will not be a
requirement of FTSE4Good Index entry is:

“Whether the company meets the criteria, as set out for Higher Risk Countries, in all countries it
operates in”. This indicator therefore assesses global application of the criteria.

FTSE’s intent is that this document explains the approach of the FTSE4Good BMS Marketing Criteria in
relation to the Code. FTSE has a transparent approach to criteria, and further details on the FTSE4Good
Inclusion Criteria please see the website at http://www.ftse.com/products/indices/FAG-BMS. Any queries can
be sent to FTSE4Good@ftserussell.com
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For more information about our indexes, please visit ftserussell.com.

© 2015 London Stock Exchange Group companies.

London Stock Exchange Group companies includes FTSE International Limited (“FTSE”), Frank Russell Company (“‘Russell”), MTS
Next Limited (“MTS”), and FTSE TMX Global Debt Capital Markets Inc (‘FTSE TMX”). All rights reserved.

“FTSE®”, “Russell®”, “MTS®”, “FTSE TMX®” and “FTSE Russell” and other service marks and trademarks related to the FTSE or
Russell indexes are trademarks of the London Stock Exchange Group companies and are used by FTSE, MTS, FTSE TMX and Russell
under licence.

All information is provided for information purposes only. Every effort is made to ensure that all information given in this publication is
accurate, but no responsibility or liability can be accepted by the London Stock Exchange Group companies nor its licensors for any
errors or for any loss from use of this publication.

Neither the London Stock Exchange Group companies nor any of their licensors make any claim, prediction, warranty or representation
whatsoever, expressly or impliedly, either as to the results to be obtained from the use of the FTSE Russell Indexes or the fithess or
suitability of the Indexes for any particular purpose to which they might be put.

The London Stock Exchange Group companies do not provide investment advice and nothing in this document should be taken as
constituting financial or investment advice. The London Stock Exchange Group companies make no representation regarding the
advisability of investing in any asset. A decision to invest in any such asset should not be made in reliance on any information herein.
Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset. The
general information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice
from a licensed professional.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without prior written permission of the London Stock Exchange Group companies.
Distribution of the London Stock Exchange Group companies’ index values and the use of their indexes to create financial products
require a licence with FTSE, FTSE TMX, MTS and/or Russell and/or its licensors.

The Industry Classification Benchmark (“ICB”) is owned by FTSE. FTSE does not accept any liability to any person for any loss or
damage arising out of any error or omission in the ICB.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown
may not represent the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All
performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was
officially launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the
historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the
calculation of the index.

FTSE Russell 3



About FTSE Russell

FTSE Russell is a leading global provider of benchmarking, analytics and
data solutions for investors, giving them a precise view of the market
relevant to their investment process. A comprehensive range of reliable and
accurate indexes provides investors worldwide with the tools they require to
measure and benchmark markets across asset classes, styles or strategies.

FTSE Russell index expertise and products are used extensively by
institutional and retail investors globally. For over 30 years, leading asset
owners, asset managers, ETF providers and investment banks have chosen
FTSE Russell indexes to benchmark their investment performance and
create ETFs, structured products and index-based derivatives.

FTSE Russell is focused on applying the highest industry standards in index
design and governance, employing transparent rules-based methodology
informed by independent committees of leading market participants. FTSE
Russell fully embraces the IOSCO Principles and its Statement of
Compliance has received independent assurance. Index innovation is driven
by client needs and customer partnerships, allowing FTSE Russell to
continually enhance the breadth, depth and reach of its offering.

FTSE Russell is wholly owned by London Stock Exchange Group.

For more information, visit www.ftserussell.com.

To learn more, visit www.ftserussell.com; email index@russell.com, info@ftse.com;
or call your regional Client Service Team office:

EMEA North America Asia-Pacific

+44 (0) 20 7866 1810 +1 877 503 6437 Hong Kong +852 2164 3333
Tokyo +81 3 3581 2764
Sydney +61 (0) 2 8823 3521
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