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@ INTRODUCTION

Kunal Kapoor, Chief Executive Officer

Michael Jantzi, Sustainalytics Founder

A Message From Kunal Kapoor
& Michael Jantzi

Dear Colleagues, Board Members, Shareholders,
and Investors,

In our view, 2021 solidified the permanence of our changed
landscape. Public culture—employees, communities,
markets, companies—Is increasingly responding to a
dominant idea that a sustainable global economy benefits
all stakeholders. It's better for employees, better for

the planet, better for markets, and better for business.

At Morningstar, we've seen the tangible effects of this shift
across the investing ecosystem—our research shows
investors continue funneling money into sustainable funds—
and within the firm. This year, we reflected on the
importance of sustainability principles in shaping who we
want to be as a company and how we are building our
business to withstand the tests of time. At the start of 2022,
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Morningstar added “sustainable responsibility” to our long-
standing values, joining investors first, great products,
great people, uncompromising ethics, entrepreneurial spirit,
and financial success.

This idea of sustainability isn't new to Morningstar, of course.
't goes hand in hand with long-termism and transparency —
founding principles of Morningstar from the start. But our
efforts have deepened since Sustainalytics joined Morningstar
and the challenges facing our communities have grown

more pressing. Across our organization, we are translating
Morningstar's values into core competencies. More than three
fourths of our colleagues said they have a personal
commitment to corporate sustainability.
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And investors are relying on our research, data, and ratings
to help them assess the sustainability of their portfolios in
more ways than ever before.

As an ESG rater ourselves, we want to model what our

researchers expect to see from companies around the world.

This year’s report releases global data on gender equity

In compensation, including both an adjusted and unadjusted
pay gap, and establishes transparent measurements for
data privacy and information security disclosure. Disclosure
like this goes beyond what's required by regulators and
sustainability disclosure standards and has proved to be a
nuanced and complex project. It is also crucial: Diversity,
equity, and inclusion is a material topic for a human-
capital-centric company like ours, and diversity in our
workforce continues to challenge us. Our work to conduct
this compensation analysis globally required firmwide
reflection and a commitment to act quickly on the findings.
Importantly, we believe it paves the way for the industry

to do the same. Similarly, Morningstar has an approach to
data privacy disclosure that reflects the company's

respect for our stakeholders. We want to contribute to this
emerging area by asking ourselves the same questions

171 We intend to build a company that
supports investors tor the long term

In @ way that we hope leads to a more just
and sustainable world. PP

our analysts ask other firms, modeling transparency with
our methodology, and making it available for investors (and
other organizations) to use in assessing this critical issue.

This year, Morningstar is reorienting our business around
future-focused opportunities, including climate- and
impact-oriented efforts. In August, we joined the United
Nations Global Compact, supporting its 10 principles

and setting a course to evaluate the impact of our business
with respect to five materially relevant U.N. Sustainable
Development Goals. In September, we became a founding
member of the Net Zero Financial Service Providers
Alliance, a new group within the Global Financial Alliance
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for Net Zero. Limiting temperature increases requires a

whole economy in transition and Morningstar is committed
to reaching net-zero emissions before or by 2050, while
achieving interim milestones along the way. The path forward
IS not yet known; the power, policy, technology, and market
backdrop will certainly change in the next three decades.

But our stakeholders, including shareholders, suppliers, and
clients, are increasingly committed to finding solutions. They
need us to help them get there.

As always, we hope you will continue to hold us to high
standards in the years ahead. \We intend to build a company
that supports investors for the long term in a way that we
hope leads to a more just and sustainable world.

Sincerely yours,

Michael Jantzi
Sustainalytics Founder

Kunal Kapoor
Chief Executive Officer
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Morningstar's Commitment
to Sustainability

At Morningstar, it's our mission to empower investor success.
Sustainable investing and sustainable business practices

are integral to that mission. Our commitment to sustainability
shapes efforts across the firm:

Clarifying Sustainable Investing for All Investors

We recognize that the most significant impact we have is
through our environmental, social, and governance data,
tools, services, and research. Our work makes sustainable
investing accessible, relevant, and personal to

individuals; it enables investors of all types to understand
ESG risks in their investments; it delivers transparency
and supports issuers that seek to improve their own firms’
sustainability progress. Morningstar's aim is to become
the leading ESG voice for investors of all types. More details
on our sustainable products can be found in the Customer
and Product Responsibility section of this report.
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Prioritizing Sustainability in Our Workplace

As a global employer, we are committed to turning the power
of our own ESG research lens on ourselves. We utilize our
own data and tools to understand the ESG indicators most
material to our business. We are committed to year-over-
year progress on our material ESG issues in order to build a
more sustainable business. More details about how

we evaluate sustainability at Morningstar can be found on
page 10 of this report.

Embracing Transparency

Last year, Morningstar launched our first corporate
sustainability report, laying the foundation for regular,
transparent reporting that enables our stakeholders

to understand our progress and that reflects Morningstar's
commitment to sustainability in our workplace, our

industry, and our communities. We recognize the importance
of reporting using a recognized framework, given

that globally aligned, mandated sustainability disclosure

will take time. This year, Morningstar is publishing our first
Sustainability Accounting Standards Board-aligned
report, which guides our disclosure in a clear and consistent
manner and enables investors to compare Morningstar
practices with those of our peers.

Holding Ourselves Accountable

Morningstar is committing to shared international goals,
frameworks, and standards. In 2021, Morningstar prioritized
global agreements and partnerships that drive accountability
for progress on sustainability-related goals and unite our
efforts with like-minded firms and organizations. We discuss
these partnerships on the next page.


http://tinyurl.com/MORNSASB2021
http://tinyurl.com/MORNSASB2021
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Strengthening Commitments Through Global Partnerships
We support global and regional agreements, including

the U.N. Principles for Responsible Investing and the Forum
for Sustainable and Responsible Investment. Our

enterprise joined two additional global efforts in 2021, both
of which we consider crucial to creating sustainable

markets, communities, and environments going forward.

Glasgow Financial Alliance for Net Zero

In September 2021, Morningstar and a group of peers
within the financial-services providers sector announced
the launch of the Net Zero Financial Service Providers
Alliance, the latest addition to the larger Glasgow Financial
Alliance for Net Zero. Morningstar's leadership role in

the alliance reflects our understanding that limiting global
emissions requires a whole economy in transition and

that systemic change requires coordinated and ambitious
commitments across the financial system. More information
on Morningstar’s transition to net zero can be found in the
Environmental Impact section of this report.

U.N. Global Compact
In July 2021, Morningstar joined the United Nations Global

Compact, the world’s largest corporate sustainability

initiative. Morningstar supports the UNGC and its
10 universal principles; we embrace a principles-based

approach to advancing progress in society on the topics

of human rights, labor, environment, and anticorruption.
Members of the UNGC commit to advancing goals set
forth by the U.N., particularly the well-known Sustainable

Development Goals (SDG), designed to address the

world’s most crucial challenges relating to the environment,

the economy, and society. As a financial research firm
operating in multiple markets, we believe our company is
best positioned to influence progress in five SDG areas:

SDG-5 Gender Equality
Achieve gender equality and empower all women and girls.

SDG-8 Decent Work and Economic Growth

Promote sustained, inclusive, and sustainable economic
growth, full and productive employment, and decent
work for all.

SDG-10 Reduced Inequalities
Reduce inequality within and among countries.

SDG-12 Responsible Consumption and Production
Ensure sustainable consumption and production patterns.

SDG-13 Climate Action
Take urgent action to combat climate change and its impacts.

Our materiality assessment indicates that our priorities

align closely to these goals. As you read on, look for SDG tags
within each section of our report. These sections will provide
further context and details about how our firmwide initiatives
align to this framework.


https://www.investmentweek.co.uk/news/4037531/net-zero-finance-alliance-launches-achieve-net-zero
https://www.investmentweek.co.uk/news/4037531/net-zero-finance-alliance-launches-achieve-net-zero
https://www.unglobalcompact.org/
https://www.unglobalcompact.org/
https://www.unglobalcompact.org/what-is-gc/mission/principles
https://sdgs.un.org/goals
https://sdgs.un.org/goals
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About This Report

In this report, we examine Morningstar’s efforts to
incorporate sustainability and ESG data across our business
and translate our values into core competencies and
practices across the firm's product creation, workplace,
governance, and operations.

We have divided the report into five sections, covering the
Morningstar enterprise: 9,556 full-time employees' in 29
markets globally.

e Approach to Sustainability

We begin by discussing our approach to sustainability
at the firm; we describe our assessment of material ESG
Issues in our business and provide a history of our

work in this area, addressing key developments of 2021.

Product Offerings

We examine the most crucial influence we have on the
Industry, which is through the data, research, and products
that we provide to the market. We describe the customer
and product responsibility that drives and strengthens our
mission to empower Investor SUccess.

People & Workplace

This includes our efforts in employee engagement to
foster a community in which talented, driven people can
excel. It also highlights our efforts to track our progress
in building a diverse, equitable, and inclusive workplace.

e (Governance
This includes how we organize company oversight and how
we approach business ethics across the organization.

This includes detailing our data and information security
practices, efforts to reduce our climate impact,
and managing the sustainability of our supply chain.

Each section discusses our approach to material issues
and stakeholder priorities within each category. Where we
have collected data on our activities, we explain its
significance to our business. \Where we have established
goals, we articulate their significance and convey a

sense of our timeline. Where we have seen opportunities
to further support our colleagues, advance our business,
or lead the industry by example, we convey how we intend
to focus our future efforts.
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Evaluating Sustainability at Morningstar

Morningstar’s materiality framework enables us to prioritize
ESG issues that are likely to impact our business over the long
term as well as those most important to our stakeholders.

To determine our firm’'s most material issues, Morningstar
combines a data-driven approach with the expertise of our
own research teams. This allows us to understand the
material ESG issues, or MEls, that could have a significant
effect on the enterprise value of the company. MEls

impact the value drivers, revenue growth, and overall context
in which we operate. This framework allows our business to
build strategies in each area, commit to transparency through
reporting and disclosure, and implement time-bound goals.

To determine our businesses’ most critical material topics,
we conducted an assessment that drew on a range of
sources to identify the MEls most relevant to our business.

We referenced the frameworks and research of outside
organizations such as the Sustainability Accounting
Standards Board, the Global Reporting Initiative, Nasdagq,
and dedicated ESG research firms. We leveraged

internal expertise, partnering with Morningstar's equity
research organization and Sustainalytics Research.

And we identified the ESG issues that matter deeply to
Morningstar's stakeholders, including our colleagues,
clients, and shareholders by conducting interviews, data
analysis, and surveys. Our assessment did not change

in 2021; we will review the assessment on a regular basis.

Reviewing Our Materiality Assessment

1

We define key stakeholder groups for Morningstar

2 We measure the areas these groups consider
material to Morningstar

3  We consider assessments of Morningstar's material
issues from outside ESG research and industry experts

4  We define key areas of focus

alll




@ @ INTRODUCTION

e Material topic o Additional topics prioritized by employees and stakeholders

Issue areas in the top right quadrant are
considered most material to Morningstar.

Data and
Information
Security

Customer
and Product
Responsibility

Employee
Engagement

Structure and

Business
Ethics

Governance Diversity,
Equity, and

Oversight HITH]

Training,
Education,
and Career

Development

Material topics were determined by
consolidating feedback from internal and
external expert ESG research.

Climate
Change Ris!

Environmental
Impact Along

the Value Chain

Employee
Benefits
Greenhouse

Gas
Emissions

Community
Engagement

Significant
Business Impact

Moderate Stakeholder Value

Significant Stakeholder Value

Moderate
Business Impact

2021 Enterprise Sustainability Report

This visual represents our understanding of Morningstar’s
current MEls. A topic positioned high on the vertical

axis suggests that ESG experts believe the issue is likely
to impact Morningstar’s business performance. Values on
the right of the graph represent high-priority issues for
Morningstar stakeholders. The topics of Business Ethics;
Diversity, Equity, and Inclusion; and Governance Structure
and Oversight are materially significant to Morningstar’s
business performance as well as high-priority issues

to Morningstar's stakeholders.

Morningstar holds these material issues at the center of

11

our strategic planning. Our intention is to report our progress

on a regular basis; we look forward to engaging with
our stakeholders on these issues. We invite your feedback
at EnterpriseSustainability@morningstar.com.

Business Impact: \We believe these material ESG issues are

likely to impact our immediate business success & performance.

Stakeholder Value: These additional issues matter deeply to

Morningstar colleagues and other stakeholders.


mailto:EnterpriseSustainability@morningstar.com
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2021 In Review

Program Enhancements:
» Expanded ESG offerings for all audiences increasing data coverage,

expanding ESG solutions across product lines, developing new datasets,

and enabling ESG investors in emerging markets.

* Launched global policies affirming our commitment to internationally
recognized human rights and anti-modern slavery standards.

* Enhanced our human capital benefits and programs to address the
health, safety, and well-being of our colleagues and communities.

* Introduced a carbon offsetting partnership with Climate Vault.

2021 Enterprise Sustainability Report

WE SUPPORT

Increased Transparency:

* Aligned our corporate sustainability reporting with SASB Standards.

» Became signatory to the U.N. Global Compact, aligning key aspects of
our business with U.N. Sustainable Development Goals.

» Became a flagship member of the Net Zero Financial Service Providers
Alliance, the latest addition to the Global Financial Alliance for Net Zero.

* Provided expanded reporting pertaining to issues material to the firm.

12


https://climatevault.org/
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Awards and Recognition

Investor Focused

ENVIRONMENTAL EXTERNAL BEST SUSTAINABLE BEST ESG RATINGS PRI ESG RESEARCH LARGEST EXTERNAL
FINANCE IMPACT ASSESSMENT & ESG RESEARCH PROVIDER, INNOVATION REVIEW PROVIDER,
AWARD FOR IMPACT PROVIDER OF AND RATINGS OF THE YEAR
RESEARCH THE YEAR, PROVIDER,

Business Operations and
Workplace Focused

BLOOMBERG INDIA'S BEST INDIA'S BEST GREAT PLACE TO GREAT PLACE TO CORPORATE
GENDER EQUALITY WORKPLACES IN WORKPLACES FOR WORK CERTIFIED WORK CERTIFIED EQUALITY INDEX
INDEX 2021 BFSI 2021 WOMEN 2021 INDIA 2021 USA 2021 2021


https://www.sustainalytics.com/esg-news/news-details/2021/09/07/10for2021-impact-research-award
https://www.sustainalytics.com/esg-news/news-details/2021/11/03/sustainalytics-wins-pri-award-for-esg-research-innovation-of-the-year
https://www.sustainalytics.com/esg-news/news-details/2021/10/12/best-esg-research-and-ratings-provider-investment-week
https://event.investmentweek.co.uk/esginvestmentawards/en/page/2021-winners
https://www.sustainalytics.com/esg-news/news-details/2021/04/22/climate-bonds-awards-2020
https://www.bloomberg.com/gei/about/
https://www.greatplacetowork.in/bfsi/
https://www.greatplacetowork.in/women/
https://www.greatplacetowork.in/get-certified-old/certified-organizations/
https://www.greatplacetowork.com/certified-company/1001398
https://reports.hrc.org/corporate-equality-index-2021
https://www.environmental-finance.com/content/awards/winners/external-assessment-provider-of-the-year-sustainalytics.html

)

History of
Sustainability at
Morningstar

2006 - 2010

© Jantzi Research

" becomes signatory

' to Principles for

* Responsible Investing,
- or PRI 2006)

- Jantzi Research

- and DSR (Dutch

. Sustainability Research)
- merged to form

- Sustainalytics (2009)

- Sustainalytics ESG

- Research and

- Ratings are introduced
- to the market (2070)

INTRODUCTION

- Sustainalytics launches
- Corporate Governance
- Research and Ratings

Sustainalytics launches
- Carbon Solutions

Morningstar and
- Sustainalytics announce
- strategic partnership

o

: Morningstar acquires 40%

- stake in Sustainalytics

Marningstar launches
- PortfolioProduct
- Involvement Data

The first-ever ESG-
- linked loan is tied to
- Sustainalytics’ ESG rating

- Morningstar introduces
. the Morningstar

. Sustainability

. Rating for funds

Morningstar launches
. Global Sustainability
: Index Family

Morningstar becomes a
- signatory to PRI

o

Sustainalytics introduces
- its Country Risk Ratings

Sustainalytics acquires

- GES, leading provider of
- Engagement Services

- Morningstar acquires
: Fund Votes Research

: Morningstar launches
. the Morningstar Low
. Carbon Designation ™
: and Portfolio Carbon

. Metrics

Sustainalytics introduces
- its new flagship ESG
- Risk Ratings

- Morningstar

: releases risk-focused
- enhancement to

- the Morningstar

- Sustainability Rating
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: Morningstar published a corparate sustainability
- report for the enterprise

Morningstar signed the U.N. Global Compact and
. became a flagship member of the Glasgow Financial
- Alliance for Net Zero

Morningstar launched the Sustainable-Investing
: Framework

Morningstar enhanced our Sustainability Rating

©

- Morningstar acquires
- Sustainalytics

Sustainalytics completes
- its 500th green bond second-
. party opinion

Sustainalytics makes its
. ESG Risk Ratings on
: companies publicly available

© Morningstar launches

- the ESG Commitment Level
- assessments of funds

- and asset managers under
- analyst coverage


https://www.morningstar.com/articles/1058990/the-morningstar-sustainable-investing-framework
https://www.morningstar.com/articles/1058990/the-morningstar-sustainable-investing-framework
https://www.morningstar.com/content/dam/marketing/shared/Company/Trends/Sustainability/Detail/Documents/SustainabilityRatingMethodology2019.pdf
https://www.morningstar.com/content/dam/marketing/shared/Company/Trends/Sustainability/Detail/Documents/SustainabilityRatingMethodology2019.pdf
https://www.morningstar.com/content/dam/marketing/shared/Company/Trends/Sustainability/Detail/Documents/SustainabilityRatingMethodology2019.pdf
https://indexes.morningstar.com/resources/PDF/Others/Susatainabilty_Factsheet_092716_FIN.pdf
https://indexes.morningstar.com/resources/PDF/Others/Susatainabilty_Factsheet_092716_FIN.pdf
https://s21.q4cdn.com/198919461/files/doc_news/2018/OS_Low_Carbon.pdf
https://s21.q4cdn.com/198919461/files/doc_news/2018/OS_Low_Carbon.pdf
https://www.morningstar.com/content/dam/marketing/shared/Company/LandingPages/CarbonRisk/Carbon_Risk_Paper.pdf?cid=EMQ_
https://www.morningstar.com/content/dam/marketing/shared/Company/LandingPages/CarbonRisk/Carbon_Risk_Paper.pdf?cid=EMQ_

©

Product Offerings

® Customer and Product Responsibility

e Material topic
o Additional topics prioritized by employees and stakeholders

2021

Enterprise Sustainability Report
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@ PRODUCT OFFERINGS

Product Offerings

Morningstar provides deep, comprehensive
ESG and sustainability datasets, independent
research, and a range of investment tools

that enable investors of all types to understanad
the ESG-related risks and opportunities in

their investment portfolios.

2021 Enterprise Sustainability Report 16

Addressing Our Products’ Risks and Opportunities

Our efforts in this area are focused on creating differentiated,
innovative, and insightful products that clearly convey
complex investment information to investors of all types.

We seek to ensure the responsible use of our products,

fair marketing practices, and adherence to content-related
standards. We recognize the importance of delivering
high-quality data, research, tools, and services to support
investors and clients in a quickly changing environment.
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Customer and Product
Responsibility

This is a material topic for Morningstar

Investors need access to ESG data, products, and research
to make informed decisions. \We deliver independent,
sustainable-investing analytics to all investors, from a single
security to a portfolio view. Creating decision-useful
products that are accessible to investors of all types is a
material contribution we make to the marketplace.

SDG Areas

Design Architect: Perkins+Will | Photography: Steve Hall © Hedrich Blessing Photographers

2021

Enterprise Sustainability Report
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As a global firm with a deep understanding of investors,
Morningstar's work influences the industry. Ideas like the
Morningstar Style Box™ have reframed the investment
andscape repeatedly; our easily understood ratings systems
nave guided investor decisions and influenced capital

flows, shaping the strategies of investment companies across
the globe. We expect that Morningstar's ESG research,

data, tools, and services will make a similarly significant
impact in the sustainable-investing industry.

We seek to be the leading voice for ESG investors. We've
expanded the range of our coverage to include funds

and companies in the private markets through the PitchBook
platform. Our growing portfolio of ESG services provides
tools for companies that seek to enhance sustainable practices
within their own organizations. Our data and independent
research provide a comprehensive resource for

regulators and specialists who need to understand the
industry in a rapidly changing environment.

With resources for—and deepening connections to—such
a wide range of global audiences, the primary contribution
Morningstar makes to the sustainability of global markets

IS to ensure that the role of ESG in investment decisions is
transparent, coherent, consistent, and accessible.

Delivering Actionable Sustainability Information

Since our founding in 1984, Morningstar has provided
transparent, easily understood data, research, and ratings
systems. Today, we lead the marketplace in global

ESG data coverage and sustainability research across a
wide range of securities and asset classes.

As the sustainable-investing landscape matures, we're
expanding our offerings, providing more data on a greater
number of firms, broadening our ESG research into new
areas, enhancing our ratings, and adding frameworks for the
understanding of an area that is complex and still evolving.

Our global research teams use our comprehensive data to build
ratings and assessments useful to a wide range of audiences,
including investors of all kinds and, increasingly, corporate
sustainability professionals, finance teams, and policymakers.
These audiences rely on our insights to provide transparency

in global markets, to inform investment decisions, identify
ESG-related risks, and shape long-term corporate strategy.
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ESG Risk Ratings"" 95,000+

Sustainability Ratings for Funds
ESG Risk Ratings and the Morningstar Sustainability

Rating for funds help investors identify and understand
financially material ESG risks of their investments.
Country Risk Ratings measure the risk to a country’s

long-term prosperity by assessing how sustainably it Is
managing its wealth.

Ratings 14,000+

ESG Risk Ratings for Corporate Issuers

170+

Country Risk Information for Sovereign Countries

110+

ESG Indexes Across Equity and Fixed Income


https://www.sustainalytics.com/esg-ratings
https://www.morningstar.com/articles/957266/the-morningstar-sustainability-rating-explained
https://www.morningstar.com/articles/957266/the-morningstar-sustainability-rating-explained
https://connect.sustainalytics.com/country-risk-rating

@ PRODUCT OFFERINGS 2021 Enterprise Sustainability Report

Carbon Risk Data and Ratings

» The Carbon Risk Rating allows investors to understand 48:000"'
) ) _ _ _ Carbon Risk Scores for Funds
carbon risks facing companies due to their own operations
and products and services.
e The Morningstar Low Carbon Designation supports
the alignment of investment portfolios to a future low-
carbon economy.

18,000+

Managed Products Receiving the Low Carbon Designation ™

Ratings
+
issions Data on Corporate Issuers

Low
Carbon

ers Receiving a Carbon Risk Rating

20


https://www.sustainalytics.com/investor-solutions/esg-research/climate-solutions/carbon-research
https://s21.q4cdn.com/198919461/files/doc_news/2018/Morningstar-Low-Carbon-Designation-Methodology-Final.pdf
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Impact, Involvement, and Controversy

Product involvement data provides investors the
opportunity to understand, monitor, and minimize their
exposure to controversial areas.

Controversy Research identifies companies that are
involved in ESG-related incidents that could damage their
financial stability and/or reputation.

Global Standards Screening data assesses the extent
to which a company causes, contributes, or is linked

to violations of international norms and standards, enabling
investors and managers to monitor market opportunities,
compliance requirements, and reputational risks.

Impact Metrics allow investors to assess the positive
impact of portfolios and report on alignment to the U.N.
SDGs and the Sustainalytics ESG Impact Framework
to demonstrate the outcomes of their impact strategy.
The Sustainalytics ESG Impact Framework comprises six
themes aligned with the United Nations Sustainable
Development Goals. The themes are Climate Action,
Healthy Ecosystems, Resource Security, Basic Needs,
Human Development, and Leadership and Collaboration.

Product Involvement Categories

DEFENSE & MILITARY

Controversial Weapons

Military Contingency

D&

Small Arms

HEALTH & LIFE
Alcohol
Life Ethics

Tobacco

DOR)

ENVIRONMENT
GMOs
Palm Oil

Pesticides

=)ERC)

BUSINESS PRACTICES

@ Animal Testing

@ Fur & Specialty Leather

ENERGY

{98) Nuclear

Thermal Coal

VALUES BASED

Adult Entertainment

Gambling

105,000+

Product Involvement Data on Funds

24,000+

Global Standards Screenings Data for Corporate Issuers

20,000+

Controversy Data for Corporate Issuers &
Product Involvement Data for Corporate Issuers


https://www.sustainalytics.com/investor-solutions/esg-research/esg-screening/esg-criteria
https://www.sustainalytics.com/investor-solutions/esg-research/controversies-research
https://www.sustainalytics.com/investor-solutions/esg-research/esg-screening/global-compact-norms-based-screening
https://www.sustainalytics.com/impact-reporting
https://www.sustainalytics.com/investor-solutions/esg-research/environmental-impact#:~:text=Sustainalytics'%20ESG%20Impact%20Framework%20comprises,our%20impact%20focused%20product%20suite.
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ESG, Carbon Risk, and Sustainability Offerings for All Audiences

Individual
Investors

|

We provide ESG research,
ratings, data, and tools

on our global digital sites.
In 2021, approximately

2.4 million unique users
visited Morningstar’s flagship
U.S. site on a monthly
basis; all editorial content
is free to the public for

the article’s first three days
on the website. In 2021,
Morningstar published
approximately 90 ESG-
focused articles and videos.

Wealth and Advisory
Professionals

ol
ol

s
s
s
-
-
-
ol |
ol |

O
O
O
0 —

We build software, reports,
tools, and educational
offerings to help better
serve investors, link investor
preferences to investment
strategies, and help
individuals understand and
report on the scope of

ESG risks in their portfolios.

O 0 0 O O 0 O O O
T
O O O O O O O O O

Advisors and Wealth
Managers Who Seek
Investment Solutions

Our investment management
solutions help investors
express their values through
their portfolios, from

ESG Select Lists to diversified,

one-stop portfolios based
on sustainable-investing
principles. We also serve
this audience through our

proprietary software platform,

Morningstar Direct™, and
our Enterprise Components
offering, supporting
attribution, risk management,
and reporting functions
across asset classes.

Individual, Family,
Company, or Plan Portfolios
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R IATATATA AN
O O O O O O O O O O O

Asset-Management
Strategists and Marketing
Professionals

Our proprietary Sustainable
Attributes data expansion
into market research

and analytics tools delivers
a snapshot view of how
quickly the ESG investment
landscape is expanding

and helps identify strategies
that have captured

investor attention and are
attracting investment flows.
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Asset Owners
and Other Investment
Decision-Makers

We provide institutional-
quality issuer-level

ESG, carbon, impact, and
controversy data,
enabling a wide range

of investment approaches,

including engagement
strategies. We serve
clients on our proprietary
software platforms and

deliver seamlessly to third-

party platforms.
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Private Market Participants

We track private companies,
funds, and investors,
including those involved in
impact investing. We
provide frameworks for
impact identification in
private market investments
and impact fund managers’
Investment strategies

and provide research for
investors seeking to
understand this quickly
evolving landscape.

Companies Across
All Sectors

N

We help companies in a variety of ways:
Our Sustainalytics Corporate Solutions
group delivers the power of our ESG data,
research, and ratings to help issuers
examine the ESG performance of their own
operations. These insights enable them

to build meaningful sustainability strategies,
raise capital linked to improvement of

ESG performance, and benchmark their
sustainability practices and performance
against peers. Our Morningstar Investment
Management effort provides ESG-focused
employer plans, research, and support

for decision-makers who seek to outsource
employee investment plans.



@ PRODUCT OFFERINGS

New and Enhanced Offerings for All Audiences

No matter who they are, our stakeholders need a common
and coherent understanding of ESG data, sustainability
measures, and clear paths to implementation in

their investments, their portfolios, and their companies.
Sustainability is a quickly evolving area in the market.

In 2021, Morningstar continued to expand its offerings and
enhance Its existing tools, seeking to provide our audiences
with the best new, relevant research.

* Framework Creation
In 2021, Morningstar introduced the Sustainable-
Investing Framework to help investors better understand
and navigate various ESG approaches commonly
employed in the sustainable-investing industry. The
framework identifies six sustainable-investment

approaches, encompassing those that lean toward avoiding

negative outcomes to those that seek to advance
positive outcomes. This enables investors to better
understand the definitions, terminology, and

Investor experience surrounding sustainable investing.
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SUSTAINABLE INVESTING: PEOPLE, PLANET, PROFITS

4 N
Motivations Improve Investments ==  Improve The World
Control risk Enhance returns Do no harm Make a difference
Consider ESG risks Seek ESG opportunities Avoid negative impact ~ Seek positive impact

A h '
pproaches anly Limit Seek ESG Prac_tlce Ta_rget”
: : " active sustainability
exclusions ESG Risk opportunities :
ownership themes
Portfolios Supporting Role Leading Role

Emphasize sustainable investment approaches
as central to the investment process

Consider some ESG information as part of
the regular investment process

Avoid Negative Outcomes Advance Positive Outcomes


https://www.morningstar.com/articles/1058990/the-morningstar-sustainable-investing-framework
https://www.morningstar.com/articles/1058990/the-morningstar-sustainable-investing-framework
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Sustainability Rating Enhancement

The Morningstar Sustainability Rating helps investors
of all backgrounds to understand the ESG risks in their
portfolios. In 2021, we enhanced the Sustainability Rating
by incorporating Sustainalytics Country Risk Ratings.
This provides users with a more holistic and nuanced

view of the sustainability risk in their diversified portfolios,
and it allows asset managers to tell a consistent story
across their fund lineups. It also significantly increased our
coverage of funds receiving a Sustainability Rating.

Expanding Index Offerings

We expanded our range of index solutions, introducing

the Morningstar EU Climate Indexes, which are designed
to enable investors to implement climate risk mitigation
and find climate-related opportunities, channeling
Investments toward sustainable activities while meeting
EU regulatory requirements.

Data to Meet European Regulations

For global institutional investors who grapple with new
reporting requirements, we focused on services that
streamline disclosure in required areas. For example, the
Sustainalytics 2021 EU Taxonomy Solution allows

fund managers to assess whether companies are involved
In sustainable activities contributing to the European
Union’s Climate Change Mitigation objective. Additionally,
our Principal Adverse Impact Data Solution helps

users assess, report, and improve portfolio alignment with
the EU Taxonomy.

ESG Expansion in Private Equity

Investors in private markets are shaping demand for
ESG data. Our private markets data and research
organization, PitchBook, has incorporated sustainable-
Investing data, tools, and research into its rapidly
growing platform. PitchBook research highlights the
private market's rapid adoption of sustainable-
investing processes. Our research found that this is due
to private companies’ focus on long-term thinking

(as they are not tied to quarterly expectations) and their
ability to build a startup with proper ESG principles

from inception (versus retrofitting an already mature
company to incorporate ESG principles).

Building ESG Pooled Employer Plans

For decision-makers at small organizations, Morningstar
announced plans to offer the industry’s first ESG

Pooled Employer Plan, intentionally designed to limit
exposure to material ESG risks. We recognize that
retirement savings are often an individual’s largest
investable asset, regardless of the size of their employer.
PEPs allow employers of any size or industry to band
together to participate in a single retirement plan.

This will help employers offer sustainability-focused 401(k)
plans for their employees.



https://www.morningstar.com/content/dam/marketing/shared/research/methodology/744156_Morningstar_Sustainability_Rating_for_Funds_Methodology.pdf
https://www.sustainalytics.com/investor-solutions/esg-research/country-risk
https://indexes.morningstar.com/page/morningstar-eu-climate-indexes
https://www.sustainalytics.com/investor-solutions/esg-research/eu-sustainable-finance-action-plan-solutions/eu-taxonomy-solution
https://www.morningstar.com/en-uk/learn/eu-sustainable-finance-action-plan
https://pitchbook.com/news/reports/q2-2021-pitchbook-analyst-note-esg-and-the-private-markets
https://pitchbook.com/news/reports/q2-2021-pitchbook-analyst-note-esg-and-the-private-markets
https://files.pitchbook.com/website/files/pdf/PitchBook_2021_Sustainable_Investment_Survey.pdf#page=1
https://newsroom.morningstar.com/newsroom/news-archive/press-release-details/2021/Morningstar-Investment-Management-and-PAi-Announce-First-ESG-Pooled-Employer-Plan/default.aspx
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Policy Research

Our Policy Research organization regularly represents
investors of all types when submitting comment

letters to regulators across the globe. We know that our
insights can help inform regulatory and policy

decisions that will positively impact investors and their
communities. In 2021, the team argued for greater

data transparency, the maintenance and enhancement
of ordinary investors’ roles in voting proxies for
shareholder resolutions, the enhancement of ESG
disclosures, and the improvement of investment advice
for individual investors. We do so by leveraging
Morningstar’s data and institutional expertise under the
guidance of a Policy Council.

Helping Corporations Enact Sustainable Solutions
Sustainalytics Corporate Solutions enables the growth
of green, social, and sustainability bonds reaching a
market-wide combined $1 trillion in annual issuance in
2021. SCS Second-Party Opinions provide a critical
voice to ensure that sustainable bonds meet robust and
evolving market expectations pertaining to areas

such as renewable energy, healthcare access, and
affordable housing.

In 2021, SCS also launched a methodology for carbon
transition bonds and assessed sustainable finance frame-
works for issuers in heavier-emitting industries.
Broadening the tent to include hard-to-abate industries
promotes access to financing for decarbonization

SCS also developed a robust approach to assess the
credibility of Sustainability Performance Targets and key
performance indicators linked to instruments focused on
the sustainability performance of issuers/borrowers.

projects supporting the transition to a low-carbon economy.

SCS has provided over 900 SPOs since inception

oo
o

SCS provided 345 SPOs in 2021

Green Bonds

O Sustainability Bonds

O Sustainability-Linked Bonds

O Social Bonds

O Hybrid Bonds

O Transition Bonds

O Unique Other Types
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@ PEOPLE & WORKPLACE

People & Workplace

Morningstar’'s mission relies on our ability to
attract and retain talented individuals Iin

an increasingly competitive environment. From
recruitment to talent development and
retirement planning, we're committed to fostering
an environment where the people who power
our mission can excel. \We support our colleagues
N the areas of engagement, professional
growth, and diversity, equity, and inclusion.
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Addressing Our People and Workplace Risks
and Opportunities

We strive to build a high-performance workplace in which
our colleagues thrive; to reduce risk associated with
human capital and the management of skilled labor through
retention and recruitment programs; to offer career
development options; and to address labor relations.
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Employee Engagement

We believe that offering comprehensive employee
benefits, implementing leading diversity, equity,

and inclusion, practices, supporting training, education,
and career development opportunities, and encouraging
community engagement initiatives contribute to a

positive employee experience. \We track our colleagues job
satisfaction via a range of employee engagement

metrics to understand and improve the experience of
working at Morningstar.
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Our Employee Engagement Data

We recognize the importance of assessing our workplace
culture. In recent years, we've built robust feedback
mechanisms to measure employee engagement, including
measurements of satisfaction, intent to stay, discretionary
effort, and employee enablement. We do so through
quarterly surveys, exit surveys, third-party surveys, focus
groups, and turnover and advancement data. These
programs provide quantitative and qualitative insights on
the overall experience at Morningstar and what drives
engagement. During a period of labor market upheaval,
year-to-year data shows that our colleagues continue to
value Morningstar as an employer. According to our internal
quarterly measure in December 2021, Morningstar’s overall
engagement score increased slightly to 81% in 2021 from
80% in 2020, continuing the upward trend from 73% in
2019". Morningstar continues to participate in the Great
Place to Work Institute’s Great Place to Work Certification

Program, which provides an index of comparable measures of

company culture and employee engagement. Its 2021 Great
Place to Work index reports that the “average” Great

Place to Work score in the United States is 57; Morningstar’s
score is 84, up three points from 81 in 2020.
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Employee Engagement 1005
Still, Morningstar isn't immune to what has been termed
The Great Resignation, illustrated by an increase in the past
17 months’ average turnover rate (for permanent, full-time
employees) to 18.5% in 2021 from 11.8% in 2020. Of our total

turnover, 92% was voluntary.

Onward: The Future of Work is Here

The COVID-19 pandemic accelerated a reimagining of

our organization’s approach to the workplace, to teamwork, 2019 2020 2021

and to the employee experience. As expectations of

“normal” work have shifted, we've focused on providing

increased flexibility and support for colleagues across

the globe. We introduced both global and region-specific

programs to support our colleagues, including the following

2021 enhancements:

* Promoted a hybrid working model.

* Introduced a transportation subsidy, including parking or
ride-sharing, to ease anxiety associated with commuting.

* Launched a subsidized lunch program.

* Where possible, transitioned our office space to more
collaborative workspaces, including unassigned desks and
upgraded monitors.

0%

Colleagues who report feeling motivated to go above and
beyond what's expected of their role.

Colleagues who report being comfortable asking other
members of their team for help.

Colleagues who report understanding how their work is
connected to the company strategy.

Morningstar's Great Place to Work score in 2021, up 3 points
from 2020.
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Employee Resource Groups

Our employee resource groups are employee-led
organizations designed to support our colleagues globally.
We recognize the importance and value of this work.

In 2021, we launched ERG award frameworks to recognize
the valuable work that our colleagues deliver through

these organizations. Now, each ERG gives a leadership award
to an active member that advances the unique mission,
goals, and values of their group.

We have 11 active Employee Resource Groups with vibrant
chapters across the globe.

Looking Forward

Morningstar recognizes that employee expectations are
shifting quickly. Moving forward, we seek to collect

more qualitative data from employees to better understand
sentiment about the changing nature of work. We

will continue to enhance the employee experience around
the sentiments that are most important to our people:
enabling consistent areas for growth, flexibility, and equity,
to name a few.
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Employee Benefits

This topic 1s prioritized by our employees and stakeholders

Morningstar’s efforts to reward and support our colleagues

are rooted in our belief that people are central to our success.

We offer a variety of benefits through a total rewards
package that supports the financial, physical, emotional, and
social well-being of our colleagues.

Design Architect: Perkins+Will | Photography: Steve Hall © Hedrich Blessing Photographers
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Morningstar offers unique benefits, valued by colleagues:

Global Sabbatical Program

This program provides a paid sabbatical of up to six weeks
(in addition to any annual paid time off) once every

four years to recharge, refresh, and enjoy new experiences
outside of work.

Shared Ownership Program

This employee equity program provides opportunity for
colleagues to elect a portion of their cash bonus

(or commission) payout in stock with an additional
Morningstar match of 50%.

Impact Awards

Morningstar awards Restricted Stock Units to colleagues
who go above and beyond in their role to deliver
exceptional outcomes.

Other Benefits
Competitive time-off policies, healthcare plans, parental
leave programs, and childcare benefits that support our
colleagues’ unique needs.
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Improving Global Plan Offerings

In 2021, we improved individual benefit programs, especially
those pertaining to retirement, in many countries. \We
continued to drive a global expansion of our Employee
Assistance Program (more on this program below). Additional
enhancements include funding for an annual health
screening program in Korea, the introduction of insurance
risk benefits in Romania, a new childcare benefit in India, and
supplemental coverage in Spain and France, to name a few.

Health and Safety During the Pandemic

Supporting Vaccination

In 2021, our benefits team launched COVID-19 and flu
vaccination drives to further the health and safety of our
colleagues, including onsite drives where available. In
locations where flu shots are recommended and customary
but not covered by a health plan, we covered any out-of-
pocket costs. Our COVID-19 vaccination rate for employees
was high in areas where the vaccination was available.

By the end of 2021, 92% of our U.S.-based colleagues
reported being fully vaccinated". In the U.S., colleagues

who were fully vaccinated by Dec. 1, 2021, or those
claiming exemption from a vaccination for medical

or religious reasons, were eligible to receive a wellness
discount in our medical plan. Of U.S. employees, 97%
chose to participate in this program".

Prioritizing Mental Health

Morningstar recognizes that mental health has been an
ongoing challenge during the pandemic, and the
employer’s role in supporting these needs has become
increasingly important. We offer an Employee Assistance
Program that helps colleagues find child or elder

care, manage personal finances, find legal support, and
cope with stress or grief and loss, among other
services. We also offer a global mindfulness platform that
helps colleagues practice meditation and yoga, reduce
stress and anxiety, and sleep better. In 2021, Morningstar
engaged a company called “We Mind" to offer quarterly
seminars that help provide employees with tools to cope
with mental health challenges. In 2022, we plan to
assess the effectiveness of the program to expand our
mental health resources globally.

Eligible employees taking advantage of sabbatical

Colleagues who are shareholders through a compensation
or benefit program

Employees taking advantage of shared ownership

US Employees who attest to being fully vaccinated for
COVID-19

Looking Forward

Morningstar’s Total Rewards Team aims to ensure
comprehensiveness and consistency across our global
benefits offerings. The global expansion of our

Sabbatical Program in 2021 was a great example of this
commitment. Our goal is to establish consistent

global access to benefits that drive healthy outcomes for our
colleagues and are core to the Morningstar experience.
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Morningstar partnered with organizations including Connect & Heal, who faciliatated vaccination supplies, Apollo Hospitals, who assured a seamless inoculation process, and dedicated volunteers from across
the organization to successfully administer multiple COVID-19 vaccination drives for colleagues and their families.
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Case Study:
Morningstar's Vaccination
Drives in Mumbai, India

An Interview With Nigel Remedios,
Associate Director of Talent & Culture—India

Why did Morningstar conduct vaccination drives in India?
The effects of COVID-19 have been challenging across our
global regions, and 2021 was a particularly challenging year
for India. In India, since cities are mostly crowded, many
people live in housing societies and families live together in
combined housing. This environment makes it easy for the



virus to spread and creates a high risk to our communities.
Additionally, it was difficult to get a COVID-19 vaccination
due to challenges in booking an appointment with
authorized hospitals and the many people waiting in line.

't was hard to leave your house to get a vaccine safely,

so our Morningstar Talent & Culture team figured out a way
to bring vaccinations into our office to safely administer.

We had two major vaccine drives in Mumbai, which made

it possible for Morningstar colleagues and their immediate
family members to receive the vaccine on-site or at partner
hospitals. We worked with our area healthcare partners
who provide medical and ambulance services to Morningstar
colleagues who contract COVID-19. To ensure proper
logistics for vaccine distribution, we communicated regularly
with employees to provide briefing sessions, explanations

of what to expect on the day of their vaccine, and information
on what they would need to complete beforehand.
Additionally, we ensured that the vaccine drives followed
government guidelines. On site, we displayed a flow chart

One of the beautiful outcomes

we saw In this process was observing our

colleagues introducing their family
members to their teams. This was often
the first time colleagues were able to
show their families where they work and
experience Morningstar’s culture.

Nigel Remedios

Associate Director of Talent & Culture
Mumbai

telling our people how to navigate the office, conducted
temperature checks, provided extra masks, and

logged all vaccine administrations into the government
portal for tracking.
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We also created an employee-driven COVID-19 emergency
response group. This 24-hour response call and e-mail
center provided a fast response for employees to find
network hospitals and oxygen centers in case of emergency.
This made it substantially easier for our colleagues and
families to seek help in our overwhelmed healthcare system.

One of the beautiful outcomes we saw in this process was
observing our colleagues introducing their family members

to their teams. This was often the first time colleagues were
able to show their families where they work and experience
Morningstar's culture. We also tried to make the vaccine
process fun by providing recipients with a snack box and
selfie stand for pictures. Many of these photos were proudly
posted on LinkedIn and our internal site. Although we are not
vet back in the office collectively, it's great to see the efforts

to ensure the safety and continued support of our colleagues.
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Diversity, Equity, and Inclusion

We believe that diverse teams make better decisions, and
contend that a collective mixture of different backgrounds,
beliefs, and experiences makes Morningstar a stronger
firm. As a global employer, our goal is to build an inclusive
environment that encourages open dialogue and unique
perspectives, creativity, and innovation. We believe this
delivers better business outcomes.
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Building and Supporting a Diverse, Equitable Workplace
Led by our CEO, head of Talent and Culture, and a DEI
steering committee, Morningstar embeds DEl goals into each
business unit and functional area. This reflects the firm's
commitment to addressing representation and inclusion goals
across all areas of our business.

In Morningstar’s 2020 corporate sustainability report,

we shared three goals related to increasing the diverse
representation of our workforce: expand our hiring

of employees from historically underrepresented minority
groups by 50% in the U.S.; increase the number of
LGBTQ+ managers at the firm by 50%; and increase the
proportion of females in team lead, manager, and senior
manager global roles by 50%.

We did not achieve these goals over the course of the
calendar year, but we knew representation progress would
take time. We recognize that DEIl is a multiyear endeavor;
the investments we made in 2021 shape our future
approach. We are committed to transparent reporting to
demonstrate our progress in representation, advancement,

and inclusion across various parts of our organization and
adapting our goals to help focus activity where we believe it
matters most.

Morningstar’s rapid headcount growth, which accelerated
in 2021, represents both an opportunity and a challenge

to driving diversity of our workforce. We seek to fill

open positions as quickly as possible in a tight labor market
and ensure diverse candidate pools for positions at all
levels of the organization. We are investing in this effort,
adding experienced professionals to our team.

Females compare with male colleagues in entry-level or
midlevel roles

Females compare with male colleagues in senior leadership roles
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Examining Our Work in 2021

Our data allows us to reflect on historical trends and the
current state of our DEI efforts. It also allows us to gauge our
future efforts—the work that remains to build a fully

inclusive and equitable community. At year-end, 42% of

our colleagues identified or were identified as female,

with 23% representation in senior leadership roles and 43% in
entry or midlevel roles™. There is no material change in this
representation from 2020 when using the same methodology™.
Additionally, we observed no material difference in

turnover rates for male and female employees during 2021.

The firm’s global footprint includes colleagues located

across 29 markets. Together they represent approximately 100
nationalities and speak at least 34 languages. In the United
States, where we are able to collect this demographic data,
our colleagues identify as 68% White, 22% Asian, 5% Hispanic,
3% Black, and 2% two or more races, which shows little
deviation from our 2020 year-end figure.

At the Morningstar board level, 50% of our members identified
or were identified as female, a substantial increase from

30% in 2017. One of Morningstar’s three board committees is
chaired by a female.

Morningstar Employee Global Gender Diversity

Male

H8%

Female

42%

Morningstar U.S. Employee Racial and Ethnic Diversity

White 68%
Asian 22% B
Hispanic 5% ||

Black 3% |

Two or more races 2% |

Other Pacific Islander 0%

Did not answer 0%



Executive Management Diversity

PEOPLE & WORKPLACE

Morningstar Development Program Diversity

Enterprise Sustainability Report

Gender

Male 88% _
Female 12% I

Ethnicity

White 88%
Asian 6% i

Hispanic 0%

Black 0%

Two or more races 0%

Other Pacific Islander 0%

Did not answer 6% [

Gender

Male 13% |
Female 77%
Ethnicity

White 55%
Asian 29% 1
Hispanic 6% |

Black 5%

Two or more races 4% I

Other Pacific Islander 1o |

Did not answer 0%

39



©

29 Markets

Australia
Brazil
Canada
Chile

China
Denmark
France
Germany
India

|taly

Japan
Luxembourg
Mexico
Netherlands

New Zealand

PEOPLE & WORKPLACE

Norway

Poland
Romania
Singapore
South Africa
South Korea
Spain

Sweden
Switzerland
Taiwan
Thailand

United Arab Emirates
United Kingdom
United States

34: Number of Languages Spoken

9,500+ Global Colleagues
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Expanding Our Data Practices to Better Understand
Our People

We seek to better understand the diversity of our employee
population along a variety of dimensions, including

through characteristics that might not be readily observable.

Self-identification is a helpful practice that allows us to

do just this. Through self-id, we encourage colleagues

to voluntarily share information related to their demographic
identity, such as race/ethnicity, gender identity, LGBTQ+
status, disability, and more. In 2021, Morningstar expanded
the scope of self-id to include colleagues in Canada and
Europe (in @ manner that's aligned with local privacy laws).
We're encouraged by the early acceptance of this practice
among our people, demonstrating a high degree of trust
that this information will be used to improve the employee
experience for all.

Building Qur Teams: Introducing Structured Interviews
In 2020, Morningstar’s behavioral science team conducted
research that examined the role of structured interviews
in helping firms mitigate bias. Structured interviews ensure
that a consistent set of questions appropriate to the skills

and competencies associated with a certain position are
asked of every candidate for that position. In 2021, our talent
acquisition team created a global standard for structured
interviews, partnering with leaders across the organization
to drive adoption. The success of structured interviews is
observed in the data we track, as specific departments saw
an increase in diverse talent after adopting this approach.

Advancing Our Leaders: Morningstar

Mentorship Programs

Morningstar's mentorship programs are intended to help
connect our colleagues to share knowledge, develop
new skills, and build their professional networks. Recent
mentorship program launches include:

Reverse Mentorship Program

This program expands the definition of a mentor, as an
individual in the company who identifies with an
underrepresented group is paired with a senior leader.
The mentor helps the senior [eader build awareness

and sensitivity to how underrepresented employee groups
may experience the work environment. To create action,

each mentor/mentee pair commits to a tangible goal
that the senior leader will pursue with the support of their
business unit.

New Managers Mentorship Program

This program is designed for newly promoted managers or
managers who recently joined Morningstar, enabling
them to engage with, and learn from, tenured managers
across the organization.

Commitment to Equity in Compensation

Morningstar's commitment to fairness is a key driver in
our pay philosophy, aiming to provide pay that is externally
competitive, internally equitable, specific to an employee’s
role, and commensurate with an employee’s contributions
to Morningstar.

In December 2021, we concluded a pay equity study,
leveraging a multivariate regression model and state-of-the-
art pay analysis software, that will serve as the foundation
for a more regular cadence of comprehensive pay

equity reviews going forward™. Initially, we focused on


https://www.morningstar.com/insights/2020/01/28/bias-in-hiring
https://www.morningstar.com/insights/2020/01/28/bias-in-hiring

@ PEOPLE & WORKPLACE

gender (globally) and race/ethnicity (U.S. only, where the

data is available) as the diversity dimensions of our analysis,

but we expect to expand to other dimensions in future
iterations of this work. \We measured for two pay equity
concepts—adjusted and unadjusted pay gap.

We know that when reporting details on adjusted pay gap,
many firms report data that already includes actions

taken to “fix" discrepancies. This is not our approach.
Instead, we are releasing the data that reflects pay status
prior to compensation adjustments. This is consistent

with what we believe to be best practices in transparency
and better reflects our commitment to growing and
maintaining an equitable workforce for our global business.

Adjusted Pay Gap

The adjusted pay gap tracks equal pay for equal work.

It examines a group of employees performing substantially
similar work and looks for pay practices that result in

lower pay for the measured peer group. In this analysis, we
found that, overall, women are paid 97.1% of what men

are paid, and U.S. underrepresented minorities are paid
95.9% of what the U.S. majority groups™ are paid on

an adjusted basis. Employees who were identified through
a Nov. 1 examination received a pay increase, separate
from their normal annual compensation consideration,

as part of our Jan. 1, 2022, pay cycle. In this pay review, we
increased 420 of our colleagues’ pay to ensure they

are paid equally under the adjusted pay gap, accounting for
an increase in over USD 1.5 million in cumulative pay.

Unadjusted Pay Gap

We also evaluated Morningstar’s unadjusted (or “raw”)
pay gap to track equality of opportunity by examining the
median pay of all colleagues along a single dimension—
say, gender or ethnicity. This analysis can indicate a lack of
sufficient female or ethnic minority representation at
higher levels in an organization. On an unadjusted basis, the
global median pay for women is 68.5% of median pay

for men. Median pay for U.S. underrepresented minorities
is 79.2% of median pay for majority groups™. To be

clear, this does not mean that women are paid 68.5% of

Global median pay for women compare with men
(unadjusted pay gap)

Adjusted pay for women compare with men (adjusted pay gap)

Median pay for U.S. under-represented minorities compare
with non-under-represented minorities (unadjusted pay gap)

Adjusted pay for U.S. under-represented minorities compare
with non-under-represented minorities (adjusted pay gap)

what men are paid for like work. Instead, the difference
highlights an equality of opportunity gap—for instance,
where one group holds more leadership or higher-

paying positions. Our DEI work to improve representation
across the organization across various demographic groups
s designed to address this opportunity gap.



@ PEOPLE & WORKPLACE

DEI & Pay Equity: Moving Forward

Our talent base is dynamic, and any data analysis only
captures a single moment in time. As a result, we're
committed to conducting this process twice a year, ensuring
that we consistently review our adjusted pay gap details

and make equity-based pay adjustments in off-cycle time
periods where necessary.

Increased diverse representation and inclusion across our
organization is an area of priority at Morningstar. Our 2022
efforts will focus on the following areas:

Broadening our recruiting process

By utilizing key partnerships and expanded recruitment
practices, we seek to increase our diverse representation
In new hires.

Investing in DEI resources
We've increased budgets to build out key DEI functions
across business lines.

DEI education and processes

We expect final integration of our structured interview
process across all geographies and business lines

and 100% participation of people managers in our inclusive
leadership program.

Our stakeholders can stay up to date with our DEI progress
In real time on our DEI webpage.



https://www.morningstar.com/company/diversity

@ PEOPLE & WORKPLACE

Training, Education, and Career Development

This topic is prioritized by our employees and stakeholders

Our people are our most critical asset. Morningstar offers
continuous training, educational programs, and

career development to provide growth opportunities for all
colleagues. We are focused on scaling our learning
opportunities to provide an impactful and consistent set of
experiences across the entire company.

2021 Enterprise Sustainability Report

Colleagues celebrate Diwali, the festival of lights symbolizing the new year, in our Chicago office enjoying traditional Indian street food, drinks, and music.
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@ PEOPLE & WORKPLACE

Programs for Talent and Learning

Morningstar offers highly utilized, competitive programs
that support continuous education efforts and career
enablement, including—

Continuous Learning Benefits and Programs
Morningstar Scholars
Scholars is a global tuition assistance and development
program for up to 80% tuition reimbursement (up to USD
20,000 per year) to fund degrees and certification from
accredited academic institutions.

Annual Global Education Stipend
This stipend is available for all colleagues to direct funds
toward the educational programs of their choice.

Chartered Financial Analyst® Stipend
This stipend supports colleagues” achievement of the

CFA designation.

LinkedIn Learning

This program features on-demand courses focused on a wide

range of topics to advance professional and personal skills.

Career Growth Programs

Morningstar Development Program

This program allows early career colleagues the flexibility
to explore various employment positions while providing
ongoing mentorship and apprenticeships.

Advancing Leaders Program

Piloted in 2021, this program is a guided leadership
development journey that intends to fuel the development
of leaders at all levels. Through a four-stage framework,

colleagues can grow professionally and, more importantly,

learn how to develop their team members’ careers.

Mentorship Programs
These are discussed in detail in the DEl section of
the report.

Morningstar spent USD 453 on education and mentorship
programs per employee

Eligible employees who received a formal talent review

Employees who believe Morningstar is committed to their
career development


https://www.morningstar.com/careers/mdp

@ PEOPLE & WORKPLACE

Additionally, Morningstar’s formal talent review process

is focused on structured, developmental conversations for
managers to engage in one-on-one dialogue with their
team members on performance, growth, and compensation.
Morningstar ensures that the talent review Is an

equitable process, enabling our people to explore their
career opportunities. As of year-end 2021, 98% of eligible
employees have recently received a formal talent review.

Enabling Diversity, Equity, and Inclusion Learning
Opportunities

In 2021, Morningstar launched a custom DEIl course available
to our people globally. This learning path is made up of

three separate modules focused on our DEI philosophy, frame-
work, actions, and behaviors. Each module includes a

short, self-paced component and as well as an opportunity
to attend a live session for further subject exploration and
discussion. At the end of 2021, 2/% of employees completed
the first DEI course module.

Looking Forward
Over the next two years, Morningstar’s Learning and
Development team is committed to advancing in two major

areas. We plan to scale our work by further building
out Morningstar’s digital learning ecosystem. We aim to
use tools and platforms to understand what skills we

have at Morningstar, what ski
how best to develop those ski

s we need to develop, and
|s. Additionally, we plan

to create a collaborative learning environment to facilitate

more peer-to-peer learning.

There were over 80 Morningstar Scholars in 2021

Global education stipend spend in 2021

Employees using educational stipend

Number of CFAs



@ PEOPLE & WORKPLACE

Community Engagement

Morningstar works with colleagues across the globe to identify
the causes and organizations that we can most effectively
impact. Our programs are designed to keep community need
at the center of our efforts, and we support both donation
matching and volunteer programs; we recognize the
importance of these efforts to our employees and expanded
key programs in 2021.

Morningstar's matching gifts program is designed to expand
the impact of colleague donations by matching both volunteer
hours and monetary donations with company dollars. Our
Morningstar Dollars for Doers Program and Volunteer Time-
Off Program further enhance the impact and opportunity

for volunteerism.



@ PEOPLE & WORKPLACE

Aligning Community Engagement Focal Areas With
Global Outcomes
In 2021, we examined the causes that our people are

most passionate about, and the areas where our research,

products, and collective talents could have the most
iImpact. As a result, we sought to grow our community
engagement program in the following areas:

Quality Education

Our employee knowledge of financial research and data
enables our colleagues to make a difference in

our communities in the areas of financial literacy and
education. For example, our London office worked

in collaboration with the CFA Institute and a local school
to provide access to the CFA's Investment Foundations
program during the summer.

Climate Action

Our colleagues want to combat the effects of climate
change and reduce their—and the firm's—environmental
impact. For example, our Mumbai office restored
wetlands and aided villages surrounding a tiger reserve to
explore viable livelihood alternatives to illegal wildlite trade.

Equity

Our colleagues care about reducing inequalities, including
poverty reduction, and supporting racial, gender, and
LGBTQ+ equality. In 2021, our Chicago office worked

alongside neighborhood leaders from My Block, My Hood,

My City to clean up several city blocks, helping to
restore the community.

2021 Progress

Global Donation Drive

Morningstar launched the biggest fundraising campaign
in our firm’s history where we raised over USD 750,000 for
organizations across the globe.

Global Volunteer Time-Off Program

All global colleagues now receive two paid volunteer
days per year to give back to the causes that matter most
to them. This is separate from our regular paid

time off, and it is meant to provide direct support for
volunteer opportunities.

Doubled Morningstar’s Dollars-For-Doers Benefit
Morningstar now matches colleagues’ time USD 20 for
every hour of time in which colleagues volunteer at a
nonprofit organization.

Enabling Communities in Morningstar's Conferences
Morningstar gave our Morningstar Investor Conference
attendees the option of trading in their typical conference
“swag” for a donation to be made to a nonprofit.


https://www.formyblock.org/
https://www.formyblock.org/

@ PEOPLE & WORKPLACE

Looking Forward

We are committed to improving our community engagement
programs. In 2022, we will be updating our charitable
matching platform. This will enable tax efficient and local
currency matching for most employees and allow for

payroll giving in our largest countries. We also intend to
expand programs focused on enabling our alignment

with the Sustainable Development Goals, such as expanding
a financial literacy curriculum for local partners.

Over USD 1.7 million donated through company donations,
company matches, and Morningstar corporate-level donations

Employees who have donated to charity organizations via
the Matching Gifts program

2021 Enterprise Sustainability Report

Our Toronto region volunteered at several Fred Victor gardens to assist with their final harvest, preparing for winter and spring.
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ﬂﬂ We have been working with Feod Angel, a food
rescue and food assistance organization, in Hong Kong for
several years, both working as a team to prepare meals
and fundraise. Food Angel’s mission is "Waste Not, Hunger
Not, With Love.” To celebrate our region’s high participation
in the global giving drive to support Food Angel, our

teams had dim sum and the CEO of Morningstar Hong Kong
prepared his special family recipe for the team. DD

Winnie Wang

Data Quality Assurance Manager
Shenzhen

ﬂﬂ The COVID-19 pandemic heightened the importance
of online connectivity across the globe, meaning that

underprivileged children with no access to computer devices

were left out academically. Morningstar India distributed

computers through partnerships with charities in the education

sector through our "‘Desktop Donation Drive.” Most recently,
we donated systems to the Sanctuary Nature Foundation to
set up a computer lab for remote schooling. DD

Perpetual Mathias

Associate Director of Talent Management
Mumbai

ﬂﬂ Morningstar has a tradition of volunteering at the
Greater Chicago Food Depository (GCFD), a Cook County
hub for a network of food pantries, soup kitchens,
shelters, and other programs which support the specific
needs of diverse groups in the Greater Chicago Area.

The GCFD turns every dollar of donation into three

meals, which amplifies our efforts to provide for families
experiencing food insecurity. DD

Morgan Olenski
Manager of Community Engagement
Chicago


http://www.foodangel.org.hk/index.php?l=en
https://www.chicagosfoodbank.org
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@ GOVERNANCE

(overnance

Strong oversight and accountability are crucial
to the management of material ESG issues

and our ability to execute our business strategy.

Morningstar's research teams have identified
practices that lead to good stewardship,
shareholder transparency, and long-term value
creation. \We aim to align our firm's own
governance with these principles.
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Addressing Our Governance Risks and Opportunities

Morningstar’s governance principles and framework
address a variety of material risks inherent to our business
model within the financial-services industry, including
those associated with the management of professional
ethics, intellectual property, competitive practices, and

the publication of investment ratings. These issues are
critical to Morningstar; our Annual Report examines
these potential risks in greater detail.



https://shareholders.morningstar.com/investor-relations/financials/financial-summary/default.aspx

@ GOVERNANCE

Governance Structure and Oversight

This is a material topic for Morningstar

Our commitment to governance and oversight has
remained consistent over the years. We maintain a majority
independent board of directors who are of diverse
backgrounds and have deep industry experience. \We have
a deliberate approach to shareholder engagement,

which includes consistent standards and regular, accessible,
and equitable communication with investors of all types.

SDG Areas

2021 Enterprise Sustainability Report

Morningstar's 2021 Board. From left to right: Cheryl Francis, Steve Kaplan, Caroline Tsay, Bill Lyons, Robin Diamonte, Joe Mansueto, Gail Landis, Doniel Sutton, Steve Joynt, and Kunal Kapoor.
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Board Composition

At Morningstar, we value the independence of our board members
while leveraging the expertise and deep commitment of our
founder and executive chairman, Joe Mansueto. Board committees,
including the Audit, Compensation, and Nominating and Corporate
Governance Committees, are led by independent directors. The
combination of deep history that Joe and Kunal represent with the
board’s committee-led independence benefits Morningstar,

enabling us to preserve our unique culture, live our mission and values,

and create value over long-term periods. For more information on
Morningstar’s Board Composition, visit our 2022 Proxy Statement.

2021 Enterprise Sustainability Report

Morningstar's 2021 Board of Directors Data

Board of Directors # %
Female H 50 ONONONON®
Male H 50 Q0000 OOOO

Racially/Ethnically Diverse 3 30 O ONONONONONON®.
Independent / /0 000 O O O
0—5 Year Tenure 4 40 LN ONONONONONO®
6—10 Year Tenure / 20 ONONONORONONON®
11-15 Year Tenure 1 10 __NONONORONONONONON®
15+ Years Tenure 3 30 N N NONONCHNONONONO.

Minimum Age

Average Age Maximum Age



https://s21.q4cdn.com/198919461/files/doc_financials/2022/ar/2022-Proxy-(print-ready).pdf

GOVERNANCE

Board Responsibility and Structure

Board of Directors

Review & provide input on the company’s strategic plan Monitor succession planning for the CEO & other Advise on enterprisewide risks

Approve annual budget senior executives Approve dividend & share repurchase programs
Oversee organizational health

Board Committee Sustainability Considerations

Compensation Committee Audit Committee Nominating and Governance Committee
Approve incentive plan design & performance goals Discuss major financial, product, technology & Guide development of corporate governance policies &
Review emerging compensation policies, practices, & cybersecurity risk exposures stock ownership requirements
potential risk Receive reports on ethics matters that have been reported Determine the appropriate characteristics, skills, &

experience for the board

Management

The management team is responsible for leading the organization to achieve our firm’s five major goals.
The management team also reports on progress to the board.

Financial —Exceed company-level financial goals Scale—Drive operational excellence & scalibility to Talent—Build an inclusive culture that drives exceptional

support growth targets talent engagement & development
Sustainability—Establish leading ESG position across

each business Insights—Deliver differentiated insights across asset
classes to public & private market investors
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Expanding Sustainability Oversight in Committee Charters
Each committee of the board oversees specific components
of sustainability, and, in May 2021, the board updated

its committee charters to reflect these areas of focus. Our
Audit Committee oversees topics of cybersecurity

and ethics; our Compensation Committee guides benefits,
pay, and incentive practices; and our Nominating and
Corporate Governance Committee reviews compliance and

governance. Access Morningstar's Committee Charters here.

Enhancements to Our Governance Framework

In 2021, Morningstar enhanced the framework that articulates
the global processes by which governance and ethics

policies are reviewed, approved, adopted, and implemented.
This process allows us to more quickly respond to evolving
requlatory and societal shifts. Morningstar’s board reviews
Morningstar's material enterprisewide policies, including our
Code of Ethics. More information on Morningstar's new
policies and changes to the Code of Ethics can be found in

the Business Ethics section of the report.

Enterprise Sustainability Report

Appointment of a New Board Member

With the retirement of Jack Noonan from Morningstar’s
board in 2021, we sought a new member with significant
human capital management expertise and experience

at high-growth technology companies. In May 2021,
shareholders elected Doniel Sutton to Morningstar’s board.

Sutton is currently the chief people officer at technology
company Fastly, with extensive human resources leadership
experience at companies such as Paypal, Prudential Financial,
and Bank of America. We believe that Sutton’s wealth of
experience in human capital management, global business
expansion, and executive development adds unique
insights that will support our continued scale and growth.



https://shareholders.morningstar.com/investor-relations/governance/committees/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/code-of-ethics/default.aspx

@ GOVERNANCE

Shareholder Engagement

Morningstar’'s approach to shareholder engagement includes
consistent standards, regular and accessible communication
with investors of all types, and a long-term focus.

We do not provide quarterly earnings calls; encouraging a
focus on short-term results is inconsistent with our

mission to empower investor success over the long term.
Instead, we provide answers to questions from all
shareholders questions regardless of size, and you can see
answers dating as far back as 2014 here. Also, our
management team and the board of Directors are available
once per year at our annual meeting to answer

questions from prospective and current shareholders and
other stakeholders. For more information on Morningstar’s
shareholder engagement, visit our 2020 Enterprise
Sustainability Report.

Looking Forward

Morningstar is listed on the Nasdaq Stock Exchange and
will adopt Nasdaq's standardized disclosure matrix and
definitions in our 2022 proxy statement. We are proud of the
fact that the diversity of Morningstar's board far exceeds
the thresholds in the Nasdaq rule.



https://shareholders.morningstar.com/investor-relations/investor-qa/default.aspx
https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt76a42582f4616979/618c59116ee60f3ef5876974/report.pdf
https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt76a42582f4616979/618c59116ee60f3ef5876974/report.pdf
https://www.nasdaq.com/articles/nasdaq-proposes-board-diversity-requirement-for-listed-companies-2020-12-01

GOVERNANCE

A Discussion With Bill Lyons on
Sustainability Within Morningstar’s Board

How have board discussions and debate shifted during
your time on Morningstar's board?

Morningstar’'s business has grown dramatically during my

15 years on the board. As Morningstar’'s products and services
have expanded, we've prioritized an expansion of the skills
and backgrounds represented on our board. We've

added individuals who provide deep and informed perspectives
in specific growth areas, such as workplace retirement
solutions and credit ratings. Most recently, human resources
and hiring have moved to the forefront of priorities, and

our newest board member, Doniel Sutton, brings global
expertise in that area. All of this is overlaid with the objective
of building a truly diverse board along dimensions other

than business experience. We're pleased that 50% of

our directors are women. And our audit committee is entirely
women; that's unusual in a public company but mirrors

the rise in women investors. \We are also pleased to exceed the
Nasdaq Stock Exchange requirements for Board diversity,
even before they become effective. The changing composition
and growing diversity of our board have undeniably
contributed to deeper, more informed discussion and debate
of the important issues before us. My experience is that board
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confidence in achieving great outcomes for Morningstar's
customers and shareholders is increased when

multiple, informed viewpoints are considered and a path
forward is chosen after candid and respectful exchange.

This is a key component of sustainable governance, and | think
Morningstar embraces and practices this at a high level.

As a board member, how are sustainability considerations
accounted for in your oversight responsibilities?

Sound human resources practices, including ethical guidelines
and codes of conduct, begin with the Board. Embedding these
practices into the corporate culture is the work of everyone

in the organization, and it is never-ending. The topics of human
resource and ethical business practices are a standard part

of every Board meeting agenda. \We review and discuss
metrics related to hiring, promotion, terminations, employee
engagement, and more. Putting workforce-related data

and discussion before the Board on a regular basis sends an
unmistakable signal that sustaining a high-quality
workforce—one that is engaged and pursues sound and
ethical business practices—could not be more important to
organizational success.


https://www.nasdaq.com/articles/nasdaq-proposes-board-diversity-requirement-for-listed-companies-2020-12-01

@ GOVERNANCE

Business Ethics

Our standards for ethical behavior serve as a foundation for
Morningstar’'s work. They are key components of our long-
standing relationships with our clients, and they create a
positive work environment for our people. We also regularly
review our policies to assess material risk in a quickly
changing environment. Independent research is central to
our brand, and we are continually reviewing and improving
our compliance structures to remove or mitigate actual or
perceived conflicts of interest in our business and processes.
We also manage business units with heightened regulatory
requirements separately, including Morningstar Investment
Management and DBRS Morningstar. More details on DBRS
Morningstar's compliance organization can be found here.


https://www.dbrsmorningstar.com/about/regulatoryAffairs

@ GOVERNANCE

Morningstar's Code of Ethics

Our Code of Ethics is designed to guide our decision-making
at Morningstar. It outlines practices related to hiring,
purchasing, insider trading, bribery, confidentiality, and
conflicts of interests, among others. Critically, it reflects
the independent nature of Morningstar’s data and
research efforts and provides clear guidelines to maintain
the research team’s independence. The code applies to
everyone at Morningstar, including members of the board
of directors, our employees, and all temporary workers,
interns, independent contractors, and consultants

with connections to Morningstar. Each year, Morningstar
colleagues are required to sign their adherence and
acknowledgment of our Code. As of Dec. 31, 2021, 94%
of Morningstar global colleagues had completed this
annual certification.

Each year, our management team and board of directors
review Morningstar's Code of Ethics to ensure we manage
any potential risks and evolve to meet our expectations

for ethical practices across the organization. In 2021, we
included more detailed information in the code about the
individuals to whom questions or reports of noncompliance

should be directed. We have also incorporated an explicit
statement that requires managers to report questionable
behavior that could potentially violate the code.

Enhancing Morningstar’s Policy Portfolio

Each year, Morningstar reviews and enhances its corporate
policies. In 2021, we updated our antibribery and

corruption policies and adopted two new global policies:
Morningstar’s Anti-Slavery and Human Trafficking Statement
and Human Rights Policy. Morningstar’s Anti-Slavery

and Human Trafficking Statement was built in accordance
with the UK Modern Slavery Act of 2015 and Australia
Modern Slavery Act of 2018, applying these country-specific
principles to our global business. Our Human Rights

Policy reaffirms our company's responsibility to ensure
proper human rights practices throughout our value chain
and in all business functions. It also publicly expresses

our company's commitment to internationally recognized
human rights standards.

These policies went into effect on Jan. 1, 2022. Our
sustainability policy center consolidates relevant policies
that impact our firm’s sustainable business practices.

Looking Forward

Each year, we provide training on Morningstar’s global
policies and our expectations of employees. In 2022, our
training will include aspects pertaining to our updated
Anti-Bribery and Corruption Policy and our new Anti-Slavery
and Human Trafficking Statement and our global Human
Rights Policy.

Employees who report that acting ethically and with integrity
on the team takes priority over achieving business results


https://www.morningstar.com/company/corporate-sustainability-policies-reports
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@ BUSINESS OPERATIONS

Business Operations

Our business operations are characterized by
a robust, data-driven approach to privacy
and security and a commitment to measure
the firm's global environmental footprint.
This will enable us to adopt aggressive long-
term targets for efficiency and environmental
impact reduction.
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Addressing Our Business Operations Risks
and Opportunities

With respect to data governance practices, we focus on
addressing material risks in our business, including how to
collect, use, manage, and protect data. The emphasis

IS on measures taken to ensure safe and secure use and
maintenance of customers’ personally identifiable data.

For our environmental impact, we focus on measuring

our emissions. This includes our operational energy

use and greenhouse gas emissions. \When it comes to our
supply chain, we utilize our Supplier Code of Conduct to
ensure we partner with vendors who meet our sustainability
expectations. We seek to mitigate risk in this area by
assessing our suppliers utilizing our own proprietary software.



@ BUSINESS OPERATIONS

Data and Information Security

This is a material topic for Morningstar

One of Morningstar’s most valuable assets is the trust we
have built with our stakeholders. \We recognize

our responsibility to safeguard their information, and we
expend considerable effort and resources to protect

all data pertaining to our clients, colleagues, and partners.

SDG Areas

Design Architect: Perkins+Will | Photography: Steve Hall © Hedrich Blessing Photographers

2021
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Morningstar has a dedicated Information Security team
that is responsible for operating the firm’'s comprehensive
information security program. The program is led by

the chief information security officer who reports to the
chief technology officer and the Audit Committee of

the board of directors. Additionally, Morningstar maintains a
comprehensive privacy program designed to manage

the privacy of customers’ personal data. \We follow principles
focused on lawful and ethical actions, transparency,
protection, and responsiveness to customer preferences.
For additional details on our programs and their relative
standards and framework alignment, visit our

and

One constant in technology and information security is

that incidents, security or otherwise, inevitably happen. As
part of the holistic approach to incident mitigation and
management, Morningstar manages an Enterprise Resilience
Program. This program proactively prepares our products
and business functions for unplanned disruptions. Building

recovery capabilities starts with architecting resilient
products. Then, we employ mitigation techniques

that minimize incident impacts. \We've developed detailed
disaster recovery plans that enable us to recover from
Incidents that have caused service disruptions or data loss.
These technical recovery capabilities are tested and
validated regularly to ensure our continued readiness.

The information security landscape is undergoing a period
of swift change, and the field has few clearly defined
data definitions. It's therefore difficult for stakeholders to
understand performance in the space across companies.
To ensure that Morningstar’s performance in this area

Is clear, we've adopted a measurement system using
transparent methodologies to define data incidents and to
enable routine disclosure of said incidents.

For the purpose of this report, Morningstar defines a

“noteworthy security incident™ as an event that compromises

confidential data and (1) for which Morningstar is subject
to a regulatory obligation to notify government authorities or
impacted parties or (2) results in costs to Morningstar

exceeding USD 100,000. We calculate “costs” by utilizing
the estimated per record cost calculated by the Ponemon
Institute, which can be found in the IBM/Ponemon
Institute . Costs include
direct or indirect expenses incurred by Morningstar, such
as the cost to investigate and respond to an incident, costs
associated with downtime, and the cost of reimbursing
customers for their losses. The Ponemon study, which has
been published annually since 2005, is widely used for
benchmarking incident costs. This analysis changes
according to the findings of the annual study, which will
cause us to change the dollar value considered in our
estimate over time.

In 2021, Morningstar had one noteworthy security incident
that meets the above definition, and we notified two
iImpacted parties as a result. This incident involved the
unauthorized acquisition of personal data and was
categorized by Morningstar as a privacy incident, meaning

It involved the breach of personal data. Morningstar
believes that our proactive data and information security
measures detailed in this section allow us to properly
assess potential for security incidents and mitigate the harm


https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt268ac00ec3eeb7d3/622b67027645a616a04a4406/Morningstar_s_Approach_to_Data_and_Information_Security.pdf
https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt268ac00ec3eeb7d3/622b67027645a616a04a4406/Morningstar_s_Approach_to_Data_and_Information_Security.pdf
https://www.morningstar.com/company/privacy-center
https://www.ibm.com/security/data-breach
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associated with their occurrence. Further details on
Morningstar's noteworthy security incidents as a risk factor
and regulatory trends can be found in our

Disaster recovery, or DR, is the area of security planning
that deals with protecting Morningstar from the effects of
significant events in which Morningstar’s operations may be
at risk due to cyberattacks and equipment failures, as well
as pandemic, war, natural disaster, or another dangerous
emergency significantly impacting safety or communication
connectivity. The DR test process ensures that each of our
products and services can fail in our primary production

location and recover in a DR location in a different geography,

continuing to be available for our clients and colleagues.

To be effective at protecting our business and ensuring
high availability of our products and systems, Morningstar
requires all our business units to participate in our DR
program. DR testing occurs at least once per year for each
product or whenever there is a significant change to the
related business processes or technology. In 2021, 97% of
all DR tests across products in our enterprise passed,

which gives us reassurance that 95% of our application-based
revenue is resilient to unexpected outages, including those
caused by security incidents™. It's important to note that no
firm can fully reduce the risk of an incident from occurring.

Morningstar recognizes that our responsibility to safeguard
data extends beyond Morningstar’'s own systems and
products; it also covers the vendors we use to support our
business. To gain and maintain assurance that our

vendors meetour data and information security standards,
Morningstar manages a third-party Vendor Due Diligence
(VDD) program. We vet critical vendors, subcontractors, and
other third parties that may process c<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>