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Sustainability-related disclosures

Following the entry into force of the COMMISSION DELEGATED REGULATION (EU) 2022/1288 of
the European Parliament and of the Council of 6 April 2022 (the “SFDR-level II") supplementing
Regulation (EU) 2019/2088 of the European Parliament and of the Council (the “SFDR-level I”)
with regard to regulatory technical standards specifying the details of the content and
presentation of the information in relation to the principle of ‘do no significant harm’,
specifying the content, methodologies and presentation of informatfion in relation fo
sustainability indicators and adverse sustainability impacts, and the content and presentation
of the information in relation to the promotion of environmental or social characteristics and
sustainable investment objectives in pre-contractual documents, on websites and in periodic
reports, as amended, which forms part of the EU's package of measures relating to
environmental, social and governance issues, NEAM (hereafter referred to as "NEAM” or the
“Management Company”) is committed, inter alia, to publish on its website information in
compliance with chapter IV of SFDR-level II.

Summary

¢ Sub-Fund name: NEF Ethical Corporate Bond - Euro
Legal Entity Identifier: 5493006FFPWQPFQWKé638

¢ No sustainable investment objective: This financial product promotes some environmental
or social characteristics. While it does not have as its objective sustainable investment, it has
a portion of sustainable investments. The objectives of the sustainable investments
addressed by Candriom (the “Investment Manager”) cover improvements in the areas of
the E/S characteristics described below.
The Management Company will monitor the compliance with the sustainable investment
definition that rely on contribution to one or more UN SDGs, have some alignment with the
EU Taxonomy objectives or be invested in a Green/Social/ Sustainable bond or
equivalent.
Additionally, to confirm the part of sustainable investments that the financial product makes
does not significantly harm any environmental or social sustainable investment objective,
the Management Company independently performs periodically a DNSH test (do not
significant harm test) on the portfolio.

e Environmental or social characteristics of the financial product: The Sub-Fund promotes
some environmental, social and governance (“ESG") characteristics while seeking to invest
mainly in global bonds with a good ESG profile that will represent the investment universe.
It will notably use an ESG ratfing as further explained in the other sections of this website
disclosure. The Sub-Fund promotes environmental and social characteristics by seeking to
avoid exposure to companies that present both significant and severe structural risks and
that are the most seriously in breach of the normative principles, by seeking to avoid
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exposure to companies that are significantly exposed to controversial activities and by
seeking fo support the energy fransition. The Investment Manager's ESG research
methodology is an integral part of the investment process.

Investment strategy: For the sustainable investments realized by the Sub-Fund,
indicators of the principal adverse impacts on sustainability factors are considered.
The latter are considered using Candriam’s ESG rating framework, exclusions from
controversial activities and exclusions based on standards.

For example:

1. Through the exclusion of companies involved in controversial activities and
standards-based exclusions, which are based on an analysis of companies’
compliance with international standards, Candriam takes account of the
following principal adverse impacts (PAls):

e PAIl 3, 4 and 5: Exclusion of companies with significant exposure to
conventional and non-conventional fossil fuel activities and/or non-
renewable energy production. For PAIs 4 and 5, Candriam applies
thresholds when taking account of exposure to these activities.

e PAIl 7. Activities adversely impacting biodiversity sensitive areas. For
example, Candriam excludes companies involved in palm oil (thresholds
based on palm oil not certified by the RSPO).

e PAI10: Violations of UN Global Compact principles and OECD Guidelines
for Multinational Enterprises.

e PAIl 14: Exposure to controversial weapons (anfi-personnel mines, cluster
munitions,chemical weapons and biological weapons).

2. By analysing the contribution of a company's business activities to the main
sustainability challenges of climate change and resource depletion,
Candriam takes account of the following principal adverse impacts:

e PAIT, 2, 3,4, 5and é: By assessing the main sustainability challenges of
climate change, Candriam analyses a company's exposure to climate
risks as well as the intensity of GHG emissions generated by their business
activities. This assessment is used to determine whether the company's
business activities contribute positively or negatively to climate change.

e PAl 7, 8 and 9. Assessment of the impact of a company's business
activities on the depletion of natural resources.

3. Through entity level engagement: In order to avoid and/or reduce adverse
impacts on sustainability factors, Candriam also considers adverse impacts
through its Enterprise-wide Engagement Programme, which includes
dialogue with companies and/or the exercise of voting rights. Candriam
prioritises engagement and/or voting activities based on an evaluation of
the most significant and the most relevant ESG challenges faced by the
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sectors and the issuers, taking account of the financial, social and
environmental impacts. Therefore, the level of engagement may vary from
one issuer to another depending on Candriam’s prioritising methodology.

The main themes of Candriaom’'s engagement and/or voting practices are
the energy fransition, fair working conditions and business ethics. For
example, in its dialogue and voting activities, Candriam takes into account
PAI 1, 2 and 3 (GHG emissions, carbon footprint and GHG intensity), PAI 4
(exposure to fossil fuels), PAI 6 (energy consumption intensity by sector with
high climate impact), PAl 10 (violations of the United Nations Global
Compact Principles and the OECD Guidelines for Multinational Enterprises),
as well as PAI 12 and PAI 13 (gender).

The three pillars of sustainability environment (E), social (S) and responsible corporate
governance (G) form the basis of every investment decision. This is done at several levels in
the investment process linking traditional financial analysis with ESG analysis. A corporate
and sovereign ESG indicator developed by the Investment Manager on the basis of internal
and external ESG data forms the centerpiece of the investment strategy. The Sub-Fund’s
investment strategy has the following binding elements: ESG filter, negative criteria for
companies, additional negative criteria, negative criteria for countries, minimum
percentages of investment covered by the ESG analysis and of sustainable investments.

Proportion of investments: The Sub-Fund invests atf least 80% of its net assets in assets that
have been determined as “eligible” as per the ESG process in place. The Sub-Fund wiill
have a minimum of 15% of its assets in sustainable investments. Up to 20% of the investments
might not be aligned with these characteristics.

Monitoring of the environmental or social characteristic: Investments’ compliance with the
promoted E/S characteristics is monitored on a continuous basis by the Investment
manager. In addition, risk management of the Management Company monitors
adherence to the mandatory elements. In this manner, the Sub-Fund uses the ESG Rating
to assess whether the promoted E/S characteristics are achieved.

Methodologies: The attainment of the promoted E/S characteristics is assessed via the
application of a proprietary ESG assessment methodology. The methodology applies a
variety of ESG Ciriteria to assess the attainment of the promoted environmental and social
characteristics. The Management Company relies on external ESG data providers to
monitor the sustainability profile of the Sub-Fund.

Data sources and processing: Data is obtained from a combination of internal and external
sources. Both the Investment Manager and the Management Company has put in place
processes to ensure data quality. The Management Company also relies on two service
providers and companies’ public information fo perform its monitoring.

Limitations to methodologies and data: The Investment Manager and the Management
Company rely on data provided by third party data vendors which apply different models
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and may contain incomplete or inaccurate data. Integration of new information and the
revision of the framework adopted are constantly carried out. Such operational limits do
not have a material impact on the Sub-Fund ESG strategy.

o Due diligence: The Sub-Fund'’s investments are monitored continuously by the Investment
manager’s system to ensure compliance with the Sub-Fund rules, taking info account of the
environmental and/or social characteristics and sustainability risks. The Management
Company also proceeds to an annual due diligence of the delegated Investment
Manager focus on Sustainability matters covering among others, the ESG integration in the
investment process, the PAl infegration and the overall compliance with the engagement
taken in the pre-contractual document.

¢ Engagement policies: The Investment Manager is involved in active engagement with
companies, in order to best preserve its customers’ interests. Further information on the
engagement policy, including the voting rights policy can be found on the Investment
Manager’s welbsite SFDR | Candriam.

No sustainable investment objective

This financial product promotes environmental or social characteristics, but does not have as
its objective sustainable investment. It will nevertheless commit to have a minimum proportion
of 15% of sustainable investments according to article 2(17) SFDR-level I.

The sustainable investments which the Sub-Fund intends to make for part of the portfolio aim
to contribute to a reduction in greenhouse gas (GHG) emissions by means of exclusions and
the use of climate indicators in the analysis of companies, and they aim to have a positive
environmental and social impact in the long term.

Concerning sustainable investments with environmental objectives, the Sub-Fund, through its
sustainable investments defined by Candriom’s exclusive ESG analysis, may over the long-term
contribute to one or more of the following environmental objectives as set out in Article 9 of
Regulation (EU) 2020/852:

a) climate change mitigation,

b) climate change adaptation,

c) the sustainable use and protection of water and marine resources,
d) the transition to a circular economy,

e) pollution prevention and control.

Additionally, the partially investment in sustainable investments according to article 2(17) SFDR-
level |'is ensured by the Management Company who runs ex-post independently checks on
the portfolio at least quarterly.

The Management Company considers that, in order to be classified as sustainable investment,
an investment should either:

Registered Office: 5 Allée Scheffer, L-2520 Luxembourg Register of Companies no. B
Luxembourg 69.705 VAT no.: LU 21817233



LNEAM

asset management

1. Be aligned with the EU Taxonomy objectives. A company can be qualified as sustainable
investment in case it has more than 20% of its revenues aligned with the EU Taxonomy, or

2. Contribute positively to one or more United Nations Sustainable Development goals (“UN
SDG") targets. Despite UN SDG targets both environmental and social matters, the ultimate
target revolve around human society development in a sustainable way, therefore is
meant fo confribute to a social objective, or

3. Be a Green Bonds, Social Bonds, Sustainable Bonds, or bonds linked to Sustainable / ESG /
SDGs projects which is meant to contribute to a social or environmental objective
depending on the nature of the bond. Such bonds should follow guidelines concerning
the use of proceeds such as ICMA or CBI or other recognized independent party.

Regarding point 2, the positive contribution is determined usually by using ISS SDG impact
rating. However other equivalent SDG impact analysis could be used. ISS SDG impact rating
ranges from -10 fo +10. To confribute positively the ISS SDG impact rating should be at least 2.

The ISS SDG impact rating is based on 3 pillars:

o Product and services identify contribution or obstruction to SDGs, based on revenues. The
score is ranging from -10 to +10 based on the percentage of revenues contributing or
obstructing with the goal, +10 imply a 100% contribution.

o Operations management: evaluate impact along the value chain, based on corporate
ESG practices and impact. The score is ranging from -10 fo +10.

o Confroversies: identify alleged or verified failure to respect norms that obstruct SDG. The
score ranges from 0 (no controversies) fo -8 (large negative controversies).

Once these 3 ratings are compiled for each goal, both operation management and
controversies are added together and compared to the product and services score. Then the
following logic is applied: Highest positive score if only positive scores, Lowest negative score if
only negative scores, sum of the positive and the negative score in case of mixed scores.

Finally, the Sub-Fund considers Principle Adverse Impacts on sustainability factors. Specifically,
at the Sub-Fund level, asindicated in Annex | of the SFDR delegated Regulation supplementing
Regulatfion (EU) 2019/2088, the Principal Adverse Impacts (PAls) on sustainability factors are
taken info account — as described in the Level 1 PAIs in the document entitled "Principal
Adverse Impact at Product Level' - by one or more of the following means:

e Exclusions:

Through the exclusion of companies involved in confroversial activities and standards- based
exclusions, which are based on an analysis of companies’ compliance with international
standards, Candriam takes account of: PAI 10: Violations of UN Global Compact principles
and OECD Guidelines for Multinational Enterprises.

e PAIl 14: Exposure to controversial weapons (anfi-personnel mines, cluster munitions,
chemical weapons and biological weapons).

e Engagement and voting:

Registered Office: 5 Allée Scheffer, L-2520 Luxembourg Register of Companies no. B
Luxembourg 69.705 VAT no.: LU 21817233



LNEAM

asset management

In order to avoid and/or reduce adverse impacts on sustainability factors, Candriam (the
“Investment Manager”) also considers adverse impacts through its Entity-wide Engagement
Programme, which includes dialogue with companies and the exercise of vofing rights.
Candriam prioritises its engagement and voting activities based on an evaluation of the most
significant and the most relevant ESG challenges faced by the sectors and the issuers, taking
account of the financial, social and environmental impacts. Therefore, the level of
engagement may vary depending on the issuers and Candriam'’s prioritising methodology.

The main themes of Candriam’s engagement and voting practices are the energy fransition,
fair working conditions and business ethics. For example, in its dialogue and voting activities,
Candriam takes info account PAI 1, 2 and 3 (GHG emissions, carbon footprint and GHG
intensity), PAl 4 (exposure 1o fossil fuels), PAI 6 (energy consumption intensity by sector with high
climate impact), PAl 7 (activities having an adverse impact on biodiversity sensitive zones) PAI
10 (violations of UN Global Compact principles and OECD Guidelines for Mulfinational
Enterprises), as well as PAl 12 and PAI 13 (gender).

e Monitoring:

Monitoring includes calculating and assessing the main adverse impacts on sustainability
factors, including reporting at the sub-fund level.

PAI 10 (Violations of UN Global Compact principles and OECD Guidelines for Multinational
Enterprises), PAlI 14 (Exposure to conftroversial weapons) are covered by this monitoring
approach.

The indicators of specific principal adverse impacts taken into account depend on data
quality and availability and may change as data quality and availability improves. If it is not
possible to use a principal adverse impact indicator due to data limitations or other technical
issues, the fund manager may use a representative replacement indicator.

The investments in the portfolio undergo a normative analysis examining respect for
international social, human, environmental and anti-corruption norms as defined in the UN
Global Compact and the OECD Guidelines for Multinational Enterprises. The conventions of
the International Labour Organisation and the International Bill of Human Rights are among
the many infernational references embedded in the normative analysis and Candriam’s ESG
analysis framework.

The analysis seeks to exclude companies which have significantly and/or repeatedly
breached one of these principles.

As for the investments in economic activities that contribute to environmental and/or social
objectives, it must be ensured that the laftter do no significantly harm any sustainable
environmental or social investment objectives. Candriom takes account of the principal
adverse impacts and aims for alignment with the OECD Guidelines for Multinational Enterprises
and the UN Guiding Principles on Business and Human Rights, through the framework of its ESG
rafings and its exclusions policy on controversial activities and normative policy.

Companies that contribute negatively to environmental and/or social sustainable investment
objectives and that consequently do significant harm to these objectives through their adverse
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impacts will consequently tend to be allocated a poor score under Candriam'’s ESG rating
system. It is therefore highly likely that they be excluded from the eligible investment universe.
The Management Company runs periodically on an ex-post basis a do not significant harm
(“DNSH") test (do noft significant harm test) independently. The DNSH test is based on several
pillars among which:

¢ Norm based screen: to identify issuer based on the issuer's link with any breaches of
international standards notably the OECD Guidelines for Multinational Enterprises, and
the United Nations Guiding Principles (“UNGP") on Business and Human Rights are used
in decisions on sustainable investments;

o Activity-based screens - the screening out of issuers based on their parficipation in
activities with significant negative impacts on society or the environment; and

e Sustainability indicators measure how the environmental or social characteristics
promoted by the financial product are atftained.

e Principal Adverse Impacts (“PAls”) evolution: quantitative data (where available) on PAI
indicators is used to evaluate whether an issuer is involved in activities that cause
significant harm to any environmental or social objective.

In case of breaches of this minimum percentage the Investment Manager will be enquired to
provide evidence on the sustainability nature of the investments. Based on evidence sent by
the Investment Manager and data coming from the Management Company service providers
and/or public information the Management Company risk team will give his opinion about the
sustainability of the security which should be validated by the Management Committee.

Environmental or social characteristics of the financial product

The Sub-Fund promotes some environmental, social and governance (“ESG”) characteristics
while seeking to invest mainly in global bonds with a good ESG profile that will represent the
investment universe. It will notably use an ESG rating as further explained in the other sections
of this website disclosure.

The Sub-Fund promotes environmental and social characteristics as follows:

e by seeking to avoid exposure to companies that present both significant and severe
structural risks and that are the most seriously in breach of the normative principles, taking
account of their practices with regard to environmental and social issues and of
adherence to norms such as the UN Global Compact (UNGC) and the OECD Guidelines
for Multinational Enterprises,

e by seeking to avoid exposure to companies that are significantly exposed to controversial
activities such as the mining, transport or distribution of thermal coal, the production or
retail of fobacco, and the production or sale of controversial weapons (anti-personnel
mines, cluster bomlbs, chemical, biological, white phosphorus and or depleted uranium
weapons),

e by seeking fo support the energy transition with an energy mix favouring renewables and
avoiding emitters which are highly exposed to especially polluting energy sources such as
coal, tar sands and shale gas/oil.
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In addition to the above, Candriam’s ESG research methodology is an integral part of the
investment process.

The Sub-Fund has not designated a reference benchmark that it will replicate for the purpose
of attaining the environmental and/or social characteristics promoted.

Investment strategy

To achieve the investment objective of the financial product, the Investment Manager takes
into account at each step of its investment process the ESG criteria that the financial product
promotes.

The objective of the Sub-Fund is to use discretionary management to benefit from the
performance of the market in bonds denominated in EUR and issued by highly rated private
sectorissuers, and to outperform the benchmark.

The investment strategy is applied according to a well-defined investment process and a
rigorous risk framework. Adherence to these elements is subject to risk monitoring by Candriam.

Regarding the environmental and social aspects of the investment strategy, Candriam’s
proprietary ESG analysis (which produces ESG ratings and scores) and a normative confroversy
evaluation (including the controversial activity exclusion policy) are applied, making it possible
to define the investable universe for the sub-fund.

Furthermore, Candriam’s ESG analysis, which includes an analysis of the issuer’s activities and
its interaction with its main stakeholders, is an integral part of the financial management of the
portfolio, enabling the asset manager to identify the risks as well as opportunities around the
serious challenges of sustainable development.The Sub-Fund'’s investment strategy has the
following binding elements:

e The “ESG Filter” process as further described in the methodology section relative to the
ESG rating (positive screening);

e The “Exclusion List” (2) made of:
- Companies involved in activities related to controversial weapons;
- Companies with important revenues generated from services/products which are
oriented toward armaments or warfare;
- Companies involved in cultivation and production of tobacco;
- Companies in violation of the United Nations Global Compact (UNGC) principles or the
Organisation for Economic Cooperatfion and Development (OECD) Guidelines for
Multinational Enterprises;
- Companies whose main business activity is carried out in any of the following business
areas: Adult entertainment,
- Companies particularly exposed to the exploration, mining, transport or distribution of
thermal coal,

2 The Sub-Fund’s « Exclusion List » is in accordance with the Climate Transition Benchmark (CTB) as per letter
a) to c) of article 12 of Commission Delegated Regulation (EU) 2020/1818.

Registered Office: 5 Allée Scheffer, L-2520 Luxembourg Register of Companies no. B
Luxembourg 69.705 VAT no.: LU 21817233



LNEAM

asset management

- Electricity-producing companies which have new coal or nuclear projects, or which
have a carbon intensity above a certain threshold,

- Companies significantly exposed to non- conventional oil and gas, nor in issuers
exposed to conventional oil and gas for which a significant portion of revenues does not
originate from natural gas and renewable energies,

- Companies significantly exposed to gambling activities, directly or indirectly,

- Companies significantly exposed to nuclear energy.

If an issuer falls info any of the above mentioned categories after investment, the
Investment Manager should sell the security within a reasonable timeframe. However, it
may confinue to be held, if consent has been obtained from the Management Company.

e The "Exclusion List” made of sovereign issuers in countries with high corruption and ML/TF
risk and in countries or federal states where death penalty applies.

If an issuer becomes excluded after investment, the Investment Manager should sell the
security within a reasonable timeframe. However, it may continue to be held, if consent has
been obtained from the Management Company.

¢ The financial product shall have af least 95% of its assets (excluding ancillary liquid assets)
covered by the ESG analysis.

¢ The financial product shall invest at least 15% of its assets in 'sustainable investments' as
defined in Article 2 (17) of the SFDR regulation.

The applied ESG investment strategy does not pursue a committed minimum rate to reduction
of the scope of the investments.

The company’s governance is a core aspect of the stakeholder analysis performed by
Candriam. It can be used to evaluate:

1) how a company interacts with and manages its stakeholders, and

2) how a company's board of directors discharges its governance and management
functions regarding disclosure and transparency and regarding consideration of
sustainability objectives.

In order to evaluate a company’s governance practices specifically regarding the stability of
the management structures, labour relations, staff remuneration and tax compliance as
defined by the SFDR, Candriam’s ESG analysis includes five key pillars of governance:

1. The strategic orientation, which evaluates the independence, expertise and composition of
the board of directors and ensures that the board acts in the interests of all shareholders and
other stakeholders and that it is able to act as an effective counterweight to management,

2. An audit committee and an evaluation of the independence of the auditors in order to
avoid conflicts of interest,

3. Transparency around the remuneration of senior managers, enabling managers and the
remuneratfion committee to be held to account by the shareholders, to align the interests of
senior management with those of the shareholders, and to focus on long-term performance,

4. The share capital fo ensure that all the shareholders have equal voting rights,
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5. Financial conduct and transparency.

The good governance practice is assessed by the Management Company, after investment
and on an ongoing basis, following the below indicators:

e The company must be fraded on a regulated market in order to be
considerate having a good governance, as in order to be listed several policies
and procedures regarding governance must be in place; or

* The company should have a minimum Governance Pillar Score of 25 according to
Refinitiv or equivalent third-party ESG rating provider.

Proportion of investments

The Sub-Fund invests at least 80% of its net assets in assets that have been determined as
“eligible” as per the ESG process in place (hence in investments that promote environmental
and social characteristics (#1 Aligned with E/S characteristics), including:

- aminimum of 15% in sustainable investments (#1A sustainable) ; and
(#1B Other E/S characteristics) securities of issuers which are deemed to maintain
favourable ESG characteristics but are not sustainable investments.

Up to 20% of the investments might not be aligned with these characteristics (#2 Other). A
more detailed description of the specific asset allocation of this Sub-Fund can be found in the
prospectus of this financial product.

#1A Sustainable

Min. 5%

—|_ #1B Other E/S

characteristics

Investments

#2 Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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Monitoring of environmental or social characteristics

Candriam'’s ESG investment process is a two-step process that first of all calls for the definition
of the ESG-eligible investment universe. Candriam’s ESG analysts provide views on issuers that
determine the eligibility and, as a consequence, the ESG investment universe for the portfolio
manager teams. Any investment outside the ESG universe is prohibited. In a second step,
selection is carried out within this universe using a combination of financial and ESG
considerations. Portfolio managers apply their respective investment processes and select
issuers from the ESG-eligible universe. For specific thematic strategies, the eligibility of issuers is
determined by the ESG team in conjunction with the investment teams during dedicated
committees. The ESG Sustainability indicators of the Sub-Fund are monitored by Candriam’s
risk management.

In addition, risk management of the Management Company monitors adherence to the
mandatory elements. In this manner, the Sub-Fund uses the ESG Rating to assess whether the
promoted E/S characteristics are achieved.

Methodologies

The attainment of the promoted (“E/S") characteristics is assessed via the application of a
proprietary ESG assessment methodology. The methodology applies a variety of ESG criteria
to assess the attainment of the promoted environmental and social characteristics, which
are as follows:

e Allissuer should have, in principle, an ESG rafing.

e The Sub-Fund will invest in issuers with a ESG ratfing greater than 41.67 according to
Refinitiv or equivalent third-party ESG rating providers or equal to ESG 8 as defined per
Candriam in-house ESG rating*.

e If a rating issuer is downgraded below the above mentioned minimum score, the
Investment Manager should sell the relevant securities within a reasonable fimeframe.
However, they may continue to be held, if consent has been obtained from the
Management Company.

e The Investment Manager can invest up to 5% of the portfolio assets under
management in securities where no ESG rating is readily available, but where the
Investment Manager has good reason to believe that the securities will receive a good
ESG rating within a reasonable period of time by either a third-party ESG rating provider
or the Investment Manager in-house research. Once the ESG ratfing or analysis
becomes available, should it not be in line with the limits of the mandate, the course
of action will follow the process as described for ESG rating downgrades.

e Average ESG Portfolio Rating should not be below average ESG benchmark ratfing
according to Refinitiv or equivalent third-party ESG rating providers or the Candriam in-
house ESG rating.

In addition to the rating, the follows should be taken into account:
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a. Sovereignissuers: government bonds are allowed if they are issued by countries with a low

corruption and ML/TF risk rating. Government bonds issued by country with higher
corruption and ML/TF risk are identified by either of the following:

FATF High Risk and monitored jurisdictions
EU. UN and OFAC Sanctions

Corruption Perception Index (CPI)

Know Your Country data (KYC)

Government bonds issued by country having a significant level of corruption or other
predicate offences to ML/TF are forbidden. Countries that apply the death penalty are
excluded; in case of a Federation, the exclusion is implemented only to the individual
Federal State that applies the death penalty.

b. Corporate bond issuers: the Sub-Fund shall exclude all of the following companies from its

eligible universe:

Companies involved in activities related to controversial weapons;

Companies with important revenues generated from services/products which are
oriented toward armaments or warfare;

Companies involved in cultivation and production of tobacco;

Companies in violation of the UNGC principles or the Organisation for Economic
Cooperation and Development (OECD) Guidelines for Multinational Enterprises;

Companies whose main business activity is carried out in any of the following business
areas: Adult entertainment;

Companies particularly exposed to the exploration, mining, transport or distribution of
thermal coal;

Electricity-producing companies which have new coal or nuclear projects, or which
have a carbon intensity above a certain threshold;

Companies significantly exposed to non- conventional oil and gas, nor in issuers
exposed to conventional oil and gas for which a significant portion of revenues does
not originate from natural gas and renewable energies;

Companies significantly exposed to gambling activities, directly or indirectly;

Companies significantly exposed to nuclear energy.

c. The targeted open-ended UCIs/UCITS: those funds are included solely when all the

following conditions are met:

They are at least classified as article 8 funds according SFDR-Level [;

They consider principal adverse impacts of ifs investment decisions on sustainability
factors; and

Their minimum percentage of sustainable investments is equal or higher than the Sub-
Fund.
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Bonds issued by supranational issuers are accepted irrespective of the issuer and do not
require a minimum ESG rating atf individual issuer level.

Green Bonds, Social Bonds, Sustainable Bonds, and all bonds linked to Sustainable / ESG / SDGs
projects might be accepted even if the issuer is flagged in the controversial sectors above.
*The Candriam in-house ESG rating is a franslation of the ESG score. The ESG score is the result
of Candriam's proprietary and internal ESG analysis, which is applied to both companies and
countries. For companies, the ESG analysis is specific to each industry sector and is divided into
two pillars:

- Business activities analysis: this analysis assesses the extent to which a
company'’s products and services are exposed fo and conftribute (positively
or negatively) to the material Key Sustainability Challenges: Climate
Change, Resource Depletion, Demographic Evolution, Health & Wellness
and Digitalization;

- Stakeholder analysis: This analysis evaluates a company’s ability to
sustainably incorporate stakeholder interests into ifs long-term strategy, and
its potential impact on its material stakeholders.

For countries, it incorporates the 4 essential dimensions of sustainability: human capital, natural
capital, social capital, and economic capital. The score ranges from 0 (worst score) to 100
(best score).

For companies, the ESG score is franslated in a ESG rating, from ESGI (best rating) fo ESGI10
(worst rating).

Data sources and processing
Investment Manager level

Candriam selected its external ESG providers based on the quality and coverage of their
research. Multiple providers were selected in order to obtain complementary information.

Candriam strives to obtain diverse sources as the information is considered from different
providers to be complementary. This is as a result of providers’ varying coverage,
methodologies, as well as culture which may ultimately lead to discrepancies in views and
final ratings. These different assessments enable Candriam'’s SRI analyst to have a more holistic
view of a company.

Candriam is currently using more than 15 external providers fo have a high level of quality and
coverage.

To limit the risks regarding data quality (coverage, errors), Candriam has put in place data
quality controls that are performed at several levels during each integration and aggregation
of ESG data:

e Data integration in Candriam’s systems: data quality controls, defined according to
the data catalogue provided by external data providers, are installed to check data
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format validity and ensure data completeness, e.g. file import exhaustivity, issuer
coverage variation;

e Data coherence at both issuer and portfolio level: close monitoring of a set of key
sustainable indicators’ variation, e.g. carbon footprint, tfemperature, with respect to
predefined thresholds in order to detect outliers in a timely manner.

All the spotted anomalies, e.g. missing data or data inconsistencies are investigated internally
and then escalated to the source vendor if necessary. An internal process has been set up as
well to overwrite a data point in case we do not agree with external data provider's value or
we have missing data by the provider.

The data quality framework through is reviewed and enhanced through periodic committees.
The Bloomberg Data Management Services system is currently being implemented to
streamline the acquisition, management, and distribution of ESG data. A more detailed data
quality policy is also under construction this year to further improve data consistency across
Candriam.

Management Company level

The Management Company, in his role of oversight, uses the following data sources:
- ESG score: Refinitiv, ISS;

- the exclusion process uses: Refinitiv, ISS, public information;

- the valuation of sustainability risk is mainly based on Refinitiv data and ISS Datadesk data.
Whenever the issuer’s sustainability risk cannot be measured by neither Refinitiv nor ISS
Datadesk, the Investment Manager is requested to submit his infernal ESG score and analysis
which is further analysed by NEAM and compared with other ESG ratings providers and others
public information.

Measures taken to ensure data quality

The quality of the data is ensured by the comparison of different data service providers
available at Manco level (Refinitiv and ISS) as well as through the comparison with delegated
Investment manager evidence and public information.

How data is processed

In the case of Refinitiv and ISS the data processing is automatic. In the case data are
processed manually the Management Committee is reviewing the analysis performed by the
risk feam to ensure a final cross-review.

Proportion of data that is estimated

In some cases, companies are limited in what information they can disclose and estimates
need to be made. For this reason, data providers regularly estimate data points, with
continuous improvements being made to the coverage and methodology. The management
company and the Investment Manager themselves make no estimates of sustainability
indicators. The need for estimates will decrease continuously, in part due to the expansion of
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sustainability-related reporting obligations for companies, for example in relation to the criteria
for the EU Taxonomy.

Limitation to methodologies and data

ESG data in general is continually improving, however certain data may not be available for
all issuers in the financial product or in the benchmark, implying that Sustainability indicator
scores given at portfolio level may only be representative of a sub-portfolio of issuers for which
datais available. It is therefore always important to consider coverage ratios when interpreting
the levels of the Sustainability indicators.

Sustainability indicators calculations are computed on relevant products, meaning products
where a single-name issuer can be identified (e.g. stocks, bonds, single name CDS, single
name equity derivative). Therefore products such as cash, FX forwards, products linked to
indexes, interest rate derivatives are excluded. Certain sub-sovereign issuer categories, being
equivalent to neither sovereign nor corporate issuers, are excluded. Supra-national issuers are
also excluded.

Data is generally available at issuer level but not always at instrument level. For example, at
this stage this is the case for carbon data on green bonds, where project-specific data is not
yet readily available; this situation is addressed by excluding the green bonds from the
Sustainability indicators calculation (both in the numerator and the denominator) rather than
assigning issuer level data or a zero carbon value to the green bond.

For certain indicators such as temperature, the absence at this stage of common or
harmonized definitions and hypothesis can make figures based on one provider's
methodology hard to compare to figures based on other provider's methodologies. Thus, on
the same portfolio, the temperature via one provider's methodology could differ from the
temperature via another provider's methodology.

Such limitations are addressed through Candriam’s “ESG Conviction Analysis” and by
constantly monitoring potential new relevant data sets from providers to achieve the best
tracking practices. ESG Conviction analysis applies Candriam's ESG analytical framework to
fundamental research that uses a materiality-based approach. ESG Conviction analysis is
applied as a complement to Candriam'’s current process to enrich certain fundamental and
active ESG investment strategies. The analysis focuses on the most relevant ESG risks and
opportunities to which issuers are exposed in order to select those best-positioned in terms of
sustainability. Issuers are scored against material Sustainability indicators to determine the final
ESG Rating and eligibility.

With regards to sovereign issuers, methodological limitations and attribution pitfalls have led
Candriam to broaden the sustainability objective for sovereign issuers to encompass a wider
range of sustainability considerations than solely those relating to climate change.

The Management Company relies on major data providers to proceed to its supervision on
sustainability profile of the Sub-Fund. Despite a large dataset of invested issuers worldwide
covered, some of them might not be available due to lack on information or disclosure.
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On a best effort basis, the Management Company uses public information, notably
companies’ own sustainability report and leverages on the Investment Manager
sustainability’s expertise to ensure that E/S characteristics promoted are indeed met by those
issuers, despite potential limited disclosure.

Due diligence

The risk management department of the Investment Manager ensures that the securities
making up the strategies, classified as arficle 8 according to the SFDR, comply with the
company-wide exclusion policy. One of the tools used by this department is the constraints
server, a tool that combines all the constraints and limits required to manage the investment
funds.

It contains regulatory and contfractual constraints as well as internal limits and constraints used
to prevent operational errors.

Constraints are applied, for example, to the:

1. list of authorised investments;

2. potential ratios (liquidity, dispersion) defined;

3. main regulatory constraints applicable to the fund;
4. "list of credit warnings” and "list of equity warnings”.

Once the constraints have been configured in the constraints server, any order entered by the
portfolio manager isimmediately checked against them before the order is sent to the markets
(ex-ante control). The portfolio manager is alerted in the event of a breach of constraint.

The Management Company also proceed to an annual due diligence of the delegated
Investment Manager to assess the compliance with the engagement taken in the pre-
contractual document, the ESG investment process and the sustainability performance of the
sub fund. The following points are assessed on yearly basis:

ESG scoring methodologies

ESG integration in Investment Process & RMP
Exclusion policy

Sustainable Investment Implementation
Sustainable Investment alignment

DNSH analysis

PAI consideration in the Investment process
Annex IV/V of SFDR-level |l

Engagement activity

Policies on sustainable matters

o O 0O O 0o O 0O O O O

All these topics are reviewed and are assessed qualitatively, from Bad to Very good; such
analysis is presented and approved by the Management Committee and by the Board of
Directors of the Management Company.

Engagement policies
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Candriam has established an Engagement policy in the form of direct dialogues with issuers,
an active voting policy, joining collaborative initiatives and promoting sustainable
development.

Encouraging improved ESG disclosure is the first step in Candriom’s engagement action,
supporting intfernal ESG research and analysis, and performed at the beginning of the
sustainability analysis process or research project. This step is friggered either by the lack of
public disclosure on ESG relevant topics or by a specific event requiring a response/ statement
from the issuer involved. When relevant with the product strategies, Candriam exercises its
voting rights as active shareholders.

Candriam’s Engagement policy can be found under the following link:

https://www.candriam.com/4b0e56/siteassets/ medias/publications/brochure/corporate-
brochuresand-reports/engagement-policy/candriam_ engagement_policy.pdf

Candriam'’s proxy-voting policy is available under the following link:

https://www.candriam.com/48f4f0/siteassets/medias/ publications/brochure/corporate-
brochures-andreports/proxy-voting/proxy_voting_policy_en_web.pdf

The Management Company encourages investment managers to take part in the active and
responsible role as shareholder in the companies the sub-fund(s) invest in with emphasis on
sustainability, activity and responsibility.
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