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A LETTER FROM OUR
CHAIR OF THE BOARD

DEAR STAKEHOLDER

In 2023, we experienced both remarkable progress and
challenges towards a sustainable future. Significant
strides have been made as various stakeholders unite
to address critical challenges, demonstrating the power
of collective action and underscoring the urgency of
continued dedication to sustainability efforts. Moving
forward, we remain committed to fostering collabora-
tion, innovation, and accountability to drive meaningful
change for a more sustainable and resilient future. 2023
has been a year of both unforeseen challenges and
renewed hope for the sustainable agenda. Amidst these
complexities, a significant stride toward a greener future
emerged during COP28, where a commitment to transi-
tion away from fossil fuels played a pivotal role. We re-
main optimistic about this progress and urge an urgent
shift away from fossil fuels aligning with the ambitious
1.5°C target set by the Paris Agreement.

The daily reality of climate change continues to under-
score its severe consequences—an existential threat.
Heat records shattered, wildfires raged across unprec-
edented expanses, and floods and storms wreaked
havoc, impacting thousands of lives. Our collective
responsibility remains clear: to safeguard our planet and
secure a sustainable future.

Artificial intelligence (Al) has transcended novelty,
becoming a mainstream force. Its transformative power
reshapes industries, propelling us toward efficiency,
innovation, and sustainable practices. In the realm of
politics, we observe an ongoing shift toward a green
economy. Notably, there have been political efforts that
instil hope for a transition to a more sustainable econ-
omy. However, the most significant development is the
recent adoption of the Corporate Sustainability Due
Diligence Directive (CSDDD), which establishes rigorous
standards for due diligence reporting.

However, while steps are being taken towards a better
future, we were also met with challenges. In 2023 the
global economy faced difficulties, but there were signs
of improvement.

»The pressing nature of the climate
crisis calls for us to act decisively and
to bring about tangible change.«

We saw inflation decreasing in most major economies,
but core inflationary drivers continue to play a role. The
economy is slowly recovering after Covid-19 and the
war in Ukraine and the following energy crisis. We see
how the economy is regaining its footing, but consum-
er confidence remains hesitant. However, 2023 also
presented a new conflict emerging after Hamas' attack
on Israel. At SDG Invest, we are closely monitoring the
distressing events in Gaza and Israel, expressing our
earnest desire for a resolution that ensures the safety of
civilians and fosters enduring peace in the region.

The companies in the SDG Invest portfolio are consist-
ently enhancing their contributions to sustainable devel-
opment. Our 2023 Impact Report will provide investors
with a comprehensive understanding of how these
companies are performing on crucial sustainability met-
rics. We are excited to witness the progress within our
portfolio as these companies rise to the task of building
a sustainable future. Our goal is to achieve a portfolio
exclusively with companies with verified Science Based
Targets. Currently, 90% of the portfolio companies are
committed to the Science Based Targets initiative. They
are also increasingly adopting the circular economy
approach and collaborating in strategic sustainability
partnerships to further sustainable development. We
are also seeing an increased focus on biodiversity and
companies employing several strategies to succeed in
maintaining biodiversity.

The pressing nature of the climate crisis calls for us to
act decisively and to bring about tangible change. As
proactive stakeholders, we are advocating for even
bolder steps from companies to guarantee their con-
tribution in combating climate change and inequality,
collaborating to ensure no one is left out. Complacency
is a luxury we cannot afford. The moment for action is
upon us. Let's join forces to shape a sustainable future
that benefits everyone.

CHARLOTTE STOKKEBYE
Chair of the Board
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2023
YEAR IN REVIEW

HIGHLIGHTS
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IMPACT HIGHLIGHTS

SCIENCE-BASED
TARGETS

70.9%

of portfolio companies have set
Science-Based Targets.
(2022: 73% | 2018: 35%)

N\

SUPPLY CHAIN
DUE DILIGENCE

100%

of portfolio companies have
descriptions of their supply chain
due diligence programmes to
mitigate human- and labour rights
risks including a policy, grievance
mechanism, and risk assessment
screenings. (2022: 85%)

Out of the 100%, 46,15% have
extensive description of their supply
chain describing assessments of ad-
verse impacts, audits and remedia-
tion and the results hereof to ensure
human rights and worker rights.

SDG Invest &%

NET-ZERO
TARGETS

057%

of portfolio companies have set
net-zero targets for the entire
value chain. That figure increases
to 83%, when including compa-
nies that have set scope 1 and
scope 2 net-zero targets.

M
o

CONTRIBUTES
TO SDGS

/3%

of portfolio companies have
developed products and/or
solutions that directly contribute
to the UN SDGs, integrating
sustainable development in their
business model. (2022: 83%)

CIRCULAR
PRINCIPLES

757

of portfolio companies have
strategically implemented circular
economy principles in their business
operations, through specific targets.
(2022: 80%)

®

INITIATIVES AND
PARTNERSHIPS

O8%

of portfolio companies are engaged
in multi-stakeholder initiatives or
strategicsustainability partnerships.
Our companies recognise that sus-
tainability challenges can only
be solved when working together.
(2022: 98%)

WOMEN IN EXECUTIVE
MANAGEMENT

is the average percentage of

O women in executive manage-
ment positions in our portfolio
O companies (2022: 25%)
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At SDG Invest, we are closely linked to the United

Nations 17 SDGs, and each company we invest in is
carefully screened to ensure they follow said goals.
Through our scoring process described below, our
objective is to invest in companies whose sustain-
ability practices aim to achieve the SDGs.

All of our portfolio companies support the environ-
mental, social, or sustainable investment objectives
set forth. Eight main impact areas are described in
this report in which we glaborate on which SDGs are
connected. We firmly believe in the possibility of
achieving these goals and our investment practices
reflect these beliefs.

SUSTAINABLE g™ &
DEVELOPMENT =..SAI.S

IERD GOOD HEALTH QUALITY GENDER
HUNGER AND WELL-BEING EDUCATION EQUALITY

e

DECENT WORK AND INDUSTRY, INNOVATION 10 REDUCED
ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES

o | o

13 oo 14 o 19 oiweo 16 foswoc [l 17 fovmiecons

- INSTITUTIONS
~
&=
1
—
[—-—

THE UN SUSTAINABLE

DEVELOPMENT GOALS (SDGS)

lie at the heart of everything we
CLEAN WATER do at SDG Invest. They provide
e a call to action, recognising that
sustainability challenges must
be addressed as a collective, to
ensure peace and prosperity for
12 e both people and the planet. These

FRREREE goals offer a unified framework to

tackle pressing global challenges,
recognising the interconnected-
ness of social, economic, and en-
vironmental issues. By prioritising
sustainable practices, businesses
not only mitigate risks and seize
opportunities but also contribute
to long-term prosperity while ful-
filling ethical responsibilities.

»>The UN Sustainable Development Goals offer
a unified framework to tackle pressing global
challenges, recognising the interconnectedness
of social, economic, and environmental Issues.«
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OUR APPROACH TO
PORTFOLIO RISK

At SDG Invest, our primary focus is to minimise sustainability
risks by continuously monitoring for social or governance events
that could potentially impact the value of an investment.

If a significant event arises, we initiate an investigation
with the involved company. Should the investigation fail
to provide satisfactory results, we place the company
on an internal watchlist. Depending on the severity of
the situation, we may choose to remove the company
from our portfolio. Additionally, we conduct annual
monitoring, analysis, and reporting of significant adverse
sustainability indicators, encompassing factors such

as greenhouse gases, biodiversity, water usage, waste
management, and social and employee conditions.

There are essentially three types of sustainability risks,
related to environmental, social or governance events or
circumstances that may have a negative impact on the
value of an investment. Our fund is exposed to all three
types of sustainability risks as the fund's investment
universe consists of large, global companies. However,
sustainability risks are minimised as investments are
strictly made in listed equities where it is possible to
obtain sufficient company information and data to ensure
that it will be possible to identify potential sustainability
risks at an early stage and to ensure that it is possible to
obtain sufficient data to perform the ongoing sustain-
ability screening.

The global reach of companies in the fund influences
the exposure to sustainability risks. Our fund primarily
invests in American and European companies, while a
significantly smaller proportion of the portfolio is in other
markets. Sustainability risks, especially regarding social
and governance factors, typically are relatively smaller
in the US or EU. However, the majority of the portfolio
companies have value chains that spread globally.

When we assess sustainability risks, we focus specifi-
cally on the risks that may arise in the value chain,
encompassing climate and environmental, social,
and governance factors.

The exposure to specific sustainability risks differs
between the sectors in which SDG Invest invests. In SDG
Invest's ‘'minimum sustainability standards', exclusions
are set up for sectors that the fund may not invest in.
Additionally, the fund's investment universe lacks a
framework for determining which sectors to invest in,
which is why we at SDG Invest are aware of sector-
specific sustainability risks before making any invest-
ment decisions.

The annual analyses, ongoing monitoring, and the dia-
logue we engage portfolio companies in ensure that the
fund'’s sustainability risks are minimised. However, envi-
ronmental, social, or governance events or circumstanc-
es may arise that could potentially negatively impact the
performance of the fund's investments. It is expected
that the fund's return will deviate from general market
returns and indices, but the fund also expects to at least
follow the market development in the long term. These
expectations are based on the following two factors:

1. The trend towards sustainability is maturing very
differently in individual markets around the world.
Our screening of companies for sustainability issues
results in a portfolio whose composition may deviate
from the general benchmark both in terms of the
companies included in the portfolios and the geo-
graphical allocation.

2. ltis expected that companies that actively consider
sustainability risks will be more aware of how these
risks should be handled if they occur. These com-
panies are more likely to have conducted scenario
analyses and established procedures to safeguard
against sustainability risks.

SDG Invest £
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THE FUTURE OF SUSTAINABILITY

Each year, SDG Invest offers insights into the evolving trends of
sustainability that we anticipate will influence the future agenda.

We have previously highlighted the significance of bi-
odiversity, diversity in senior management, and regula-
tions for sustainability reporting as emerging trends that
corporations need to consider.

Our forecasts stem from our rich background in sustain-
ability and our commitment to sustainable investing,
enriched by our interactions with various stakeholders in
this domain.

This year, our focus is drawn to the sophisticated realm
of sustainability mandates and the principled applica-
tion of artificial intelligence. We delve into the evolving
landscape of recent legislative advancements that have
elevated the standards for environmental stewardship.
We also explore the ethical dimensions of Al deploy-
ment, ensuring that our technological advancements
harmonise with our commitment to a sustainable future.
Last, but not least, we look into how sustainability can
look and the future of carbon accounting.

REGULATIONS AND SUSTAINABILITY REPORTING
THE EXISTENTIAL POLITICS OF CLIMATE CHANGE

When climate change was first put on the international
agenda in 1979 by the first World Climate Conference?,
it was advanced by intergovernmental organisations.
As the issue gained global prominence, change was
initiated through cooperation, with the primary concern
of the era being the prevalence of free riders. Through-
out the 2000's increasingly more experts sounded the
alarm of the urgency of the climate crisis. With the
urgency materialising into physical impacts such as
rising sea level, frequent storms and unbearable heat
waves, climate change policy became less about free
riders and more about the conflict between winners and
losers of climate change.

The conventional perspective often focuses on the con-
cept of “freeriding,” treating climate change as a static
collective action problem among states. However, this
viewpoint is increasingly being questioned. Evidence
suggests that states take action on climate change even
in the face of freeriding. Conversely, the traditional view
tends to downplay distributional conflicts, especially
within domestic politics. These conflicts are dynamic in
nature and decisions made in one time period signifi-
cantly impact the preferences, resources, and political
power of actors in subsequent periods. As climate
change and decarbonisation policies unfold, the strug-
gle over asset valuation becomes critical. This battle for
survival and influence, which is defined as “existential
politics,” goes beyond mere economic gains or losses.

»AS climate change and decarbonisation
policies unfold, the struggle over asset valuation
becomes critical. This battle for survival and
influence, which is defined as "existential politics,”
goes beyond mere economic gains or l0Sses.«

1) Data from 2018 not available
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ASSET REVALUATION POLITICS

Climate change and decarbonisation policies are
reshaping the value of various assets, leading to a
distributional conflict with significant implications for
society and politics.

Climate politics can be seen as a struggle between
those who own assets contributing to climate change
(like fossil fuel industries) and those who own assets
vulnerable to climate impacts (such as coastal prop-
erties). Historically, the influence of “climate-forcing”
asset holders has hindered effective climate policies.
However, as climate change awareness grows and de-
carbonisation efforts advance, both climate-forcing and
‘climate-vulnerable” asset owners face the risk of losing
their assets' value over time. This potential loss threat-
ens the foundation of their political power. Companies
can use one of three mechanisms to either flip their
climate forcing assets (CFA) to climate vulnerable assets
(CVA), realign with the shift in balance of power i polity,
or lastly, employ strategic repositioning to reevaluate
assets to gain an advantage in competition with other
firms and benefit from stewardship in the industry in
terms of standards and regulation.

As climate change awareness grows, governments
worldwide are implementing regulations to address
environmental challenges. The new requirements/
regulations put pressure on companies to flip, realign or
strategically reposition themselves to maintain the value
of their assets. The diverging interests between those
who hold CFAs and CVAs highlights the importance

of regulation.

2) Source: Way et al. 2022: cell.com/joule/pdf/S2542-4351(22)00410-X.pdf

SDG Invest &2

Until recently it was up to each company to decide if
and to what degree to incorporate sustainability in their
operations. With increased regulation on reporting as
well as mitigation/prevention companies are walking

a narrow path. Companies now face requirements and
expectations to an unprecedented level that expectant-
ly will incentivise companies even further to reevaluate
their assets and align, flip or reposition accordingly.

The most cost-effective way to transition towards green
growth is by a fast transition. Future energy costs are
estimated for three different scenarios. They are catego-
rised as a fast transition, slow transition and no transition
to clean energy. A fast transition is estimated to result

in $12 trillion USD of net saving2. Compared to continu-
ing with a fossil fuel-based system, a swift transition to
green energy is projected to yield trillions of net savings,
even without factoring in climate damages or benefits
from climate policies. As a result, sustainability meas-
ures are urgent.

The potential savings underscore the economic fea-
sibility of a rapid transition to green energy. Moreover,
this transition is crucial for achieving the goals of the
Paris Agreement and averting the worst impacts of the
climate crisis. The time for action is now. We have the
opportunity to lead the way in creating a sustainable
future that is not only environmentally friendly but also
economically advantageous. Let's seize this opportunity
and work together to make this vision a reality.

Impact report | 2023 |
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CSDDD

In recent years, the landscape of sustainability and sus-
tainability reporting has undergone significant transfor-
mation, marked by substantial advancements in regu-
latory requirements and initiatives to foster the green
transition. The EU is moving at unprecedented speed

in transitioning Europe to a green economy. A pivotal
development is the newly approved Corporate Sustaina-
bility Due Diligence Directive (CSDDD) from March 2024,
which aims to ensure that companies operating within
the EU take responsibility for their impact on human
rights and the environment, not just within their own op-
erations but also throughout their entire value chain.

The CSDDD stems from the European Union's need

for compulsory due diligence regarding human rights,
climate change, and environmental protection, given
that existing reports and voluntary measures fall short
of being adequately impactful and non-binding initia-
tives are not sufficiently effective. A more cohesive set of
directives is a step in the right direction of streamlining
standards of reporting. The current trend of directives in
the EU making reporting mandatory represent a stand-
ardisation we hope will expand, making reporting more
transparent.

CSDDD will directly impact approximately 13,000
companies within the EU and around 4,000 companies
outside the EU. Specifically, it affects approximately
9,400 EU companies with over 500 employees and

an annual turnover exceeding €150 million globally.
Additionally, the directive influences approximately
3,400 companies in *high impact” sectors with over

250 employees and an annual turnover exceeding €40
million globally, including operations in defined “high
impact” sectors such as textiles, agriculture, and mineral
extraction. For this group, the rules come into effect two
years later than for the first group. The directives will
also affect approximately 4,000 non-EU companies that
have significant activity within the EU, comparable to the
turnover of the aforementioned EU companies.

The directive requires executive management to set

up and oversee due diligence processes that identify,
prevent, mitigate, and account for negative human rights
and environmental impacts within their operations and
value chains. This includes integrating due diligence into
the company's corporate strategy and considering the
implications of their decisions on human rights, climate
change, and the environment. By doing so, executive
management must act in the best interest of the com-
pany while also taking into account the broader societal
and environmental consequences of their actions. This
approach aims to align the interests of companies with
the EU's commitment to sustainability and the protection
of fundamental rights. The CSDDD represents a shift in
sustainability initiatives forcing large companies to be
more proactive in their approach to sustainability by
including preventative measures in their operations and
value chains.

SDG Invest £



GREENWASHING

The European Union's Green Claims Directive3 stands
as a pivotal step in the realm of sustainability, aiming
to furnish consumers with transparent and dependa-
ble insights into the environmental footprints of prod-
ucts. With the proliferation of greenwashing practices,
wherein companies intertwine subpar environmental
behaviours with rosy portrayals of their ecological
commitments, there's an urgent need to rectify this
misalignment between rhetoric and reality.

The essence of this directive lies in its bid to counter
greenwashing, whereby companies deceptively market
their offerings as environmentally sound. Mandating
companies to substantiate their environmental assertions
with empirical evidence and independent validation, the
directive endeavours to shield consumers from mislead-
ing practices. Given the escalating incidence of green-
washing, there's a palpable risk of eroding trust among
both consumers and investors in purportedly eco-friend-
ly products. This challenge is further compounded by
the scarcity and ambiguity of regulatory frameworks.

The transparency engendered by the Green Claims
Directive is pivotal in empowering consumers to make
informed choices and undertake product comparisons
based on genuine environmental impacts. As a comple-
mentary measure to the proposed Directive on empow-
ering consumers in the green transition, it underscores
the EU's broader commitment to fostering a net-zero
economy. The directive's resounding adoption with a
substantial majority underscores the unwavering sup-
port for initiatives aimed at curbing greenwashing and
advancing sustainability agendas.

The Green Claims Directive represents a pivotal step
towards reshaping the landscape of corporate sustaina-
bility. Beyond mere regulatory compliance, it embodies
a paradigm shift towards authenticity and accountabil-
ity in environmental stewardship. By setting stringent
standards for eco-labelling and green claims, this
directive prompts businesses to confront the substance
behind their sustainability narratives.

»Given the escalating incidence of greenwashing, theres
a palpable risk of eroding trust among both consumers
and investors in purportedly eco-friendly products.«

DEFORESTATION

The EU Regulation on Deforestation-free Products,
coming into effect on December 30th, 2024, aims to
ensure that key goods exported or placed on the EU
market are deforestation-free, meaning they do not
contribute to deforestation or forest degradation. The
regulation targets commodities like cattle, wood, cocoa,
soy, palm oil, coffee, rubber, and their derived products.
Being a significant economic force and a consumer of
goods associated with deforestation and forest dete-
rioration, the EU acknowledges its share of accounta-
bility for these issues and is eager to spearhead efforts
towards their resolution. Operators and traders must
prove that these products do not originate from recently
deforested land or contribute to forest degradation. This
measure is expected to reduce greenhouse gas emis-
sions and biodiversity loss significantly.

The deforestation regulation aims to avoid the relevant

products Europeans consume to contribute to deforest-
ation and forest degradation both in the EU and globally.

3) Source: bit.ly/greenclaimsdirective

The new rules also target reduction of carbon emission
caused by the consumption in the EU. The goal is to
reduce carbon emissions by 32 million tonnes a year
caused by the consumption and production of relevant
commodities in the EU. The regulation’s objective also
encompasses tackling the entirety of deforestation
caused by agricultural growth for the production of
commodities covered under the regulation, in addition
to combating forest degradation.

Essentially, the Deforestation Regulation showcases
the EU's commitment to advancing sustainable trade
practices and environmental stewardship. It not only
demonstrates a resolute stance against the harmful
impacts of deforestation but also sets a precedent for
transformative shifts in how we manufacture, consume,
and prioritise natural resources. As other regions and
countries take note and potentially adopt similar
measures, this regulation has the power to spark a
worldwide movement towards a more sustain-

able and resilient future for our planet.

SDG Invest £
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PACKAGING

The EU Packaging and Packaging Waste Directive is
designed to harmonise national measures concerning
packaging and the management of packaging waste,
ensuring a high level of environmental protection and
the smooth functioning of the internal market. The Di-
rective's approach encompasses the entire life cycle of
packaging, from raw material sourcing to final disposal,
emphasising environmental sustainability and labelling
to facilitate market placement. It also includes the es-
tablishment of Extended Producer Responsibility (EPR)
schemes, obligating producers to manage the collec-
tion, treatment, and recycling of packaging waste. This
comprehensive strategy aims to reduce the environ-
mental impact of packaging waste and support the EU's
transition to a circular economy, where resources are
used more efficiently and sustainably.

This directive sets out the EU's rules on managing pack-
aging and packaging waste. Its main objectives are to
harmonise national measures concerning the manage-
ment of packaging and packaging waste and to improve
the environmental quality by preventing and reducing
the impact of packaging and packaging waste on the
environment.

The regulation sets specific waste reduction targets for
plastic packaging and requires the plastic part in pack-
aging to contain minimum percentages of recycled con-
tent. It also encourages the reuse and refill options for
consumers, such as allowing consumers to bring their
own containers for take-away food and drinks. Addi-
tionally, the regulation seeks to ban “forever chemicals”
in food packaging due to their adverse health effects.
These new directives are a part of an accelerating trend
in the EU towards a greener economy.

12 | Impact report | 2023
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NEW GREEN ACCOUNTING

Policy makers face the critical task of setting ambitious
goals and ensuring that companies do not procrasti-
nate or obscure climate disclosures in their reporting on
how climate risks impact financial performance, assets,
and liabilities. These disclosures should transparently
address how climate risks affect financial performance,
assets, and liabilities. Existing financial accounting
standards and practices often overlook the upcom-

ing challenges linked to achieving carbon neutrality
targets. Emerging research is exploring the possibilities
of improved accounting for climate change challenges?.
Researchers are therefore suggesting Sustainable Cost
Accounting (SCA). Environmental and social costs have
been additive rather than substantive in the report-

ing. SCA is based on existing accounting principles to
require commercial organisations to report on how they
will manage the costs of becoming net zero. If SCA was
applied to be mandatory and comprehensive it would
be a significant step in halting the climate crisis.

SCA is based on precautionary principle where a
business plan should only rely on technologies that

are proven to exist and work at the time of its creation.
While a company can propose using other technologies
and allocate a budget for their development, it cannot
assume they will function unless there is evidence to
support it. This cautious approach ensures that the risks
associated with the company's processes are transpar-
ent to stakeholders.

Furthermore, as an extension of the precautionary
principle, a SCA should not assume carbon offsetting is
feasible unless the company can demonstrate owner-
ship of the necessary means. For instance, if the com-
pany possesses land where trees could be planted for
carbon offset purposes, then it can consider offsetting.
This prevents businesses from claiming carbon neutral-
ity based on offsetting when the required resources are
unavailable.

Advocates for SCA also suggest that if a company is not
able to prove they can afford the cost of transitioning

to carbon neutral it could then be declared “carbon
insolvent”. As a result, companies would be forced to
manage and account for the costs of how they will be-
come carbon neutral.

Current financial disclosures do not take natural re-
sources into account. The current financial systems have
in part contributed to the climate crisis due to its inher-
ent assumption of infinite natural resources. Therefore, it
has been suggested current financial reporting of many
of the world's major corporations is incomplete as they
do not take their use of natural resources into account.
The incomplete financial reporting might result in large
misallocation of resources in the world's economies. It is
estimated by the Bank of England that up to $20 trillion
of assetss could be wiped out by the climate crisis if it is
not effectively addressed.

We have already seen measures such as TCFD playing
an increasingly important role in financial disclosures. In
addition, directives such as CSRD and CSDDD require
reporting on social and environmental impacts and
efforts. However, SCA has the possibility of creating
substantial requirements of companies that force them
to account for becoming carbon net zero.

The research on SCA is still in its infancy, but ongoing
research projects are investigating how accounting can
encourage companies to become carbon neutral. SCA
would be a radical step towards a green economy, but
as we all know, the climate crisis is urgent, and we need
new structures and technologies to mitigate the chal-
lenges as our current systems have not been sufficient
in addressing the crisis and also in part caused it. At SDG
Invest, we are following the development of the re-
search and are excited to see new ideas emerge in the
fight against the climate crisis®.

»Incomplete financial reporting might result in large
misallocation of resources in the world's economies.
It is estimated by the Bank of England that up to
$20 trillion of assets could be wiped out by the
climate crisis if it is not effectively addressed.«

4) Source: cbs.dk/en/the-press/news/time-mirror-financial-accounting-the-green-transition
5) Source: theguardian.com/environment/2019/apr/17/mark-carney-tells-global-banks-they-cannot-ignore-climate-change-dangers
6) More on SCA: corporateaccountabilitynet.work/2019/06/27/sustainable-cost-accounting-a-new-conceptual-framework-for-accounting/
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»We proactively adapt to new legislation and
industry standards, ensuring that our investment
decisions remain aligned with sustainable practices.«

ARTIFICIAL INTELLIGENCE

2023 has been a year of significant technical advance-
ments with the emergence of generative Al. This
transformative technology has revolutionised content
creation, leading to breakthroughs in natural language
processing and creative applications. However, with
such pivotal advancements, we are also faced with
uncharted territory and new challenges. These include
ethical considerations, quality control, and the need for
a robust regulatory framework to guide the responsible
development and deployment of Al technologies. As we
continue to explore the vast potential of generative Al,
it is imperative that we address these challenges with a
collaborative and thoughtful approach.

The role of Al in the future is a topic of great interest and
importance. Al is poised to become a transformative
force across various sectors, offering numerous benefits
while also presenting new challenges. Al has the poten-
tial to increase efficiency and productivity by automating
routine tasks.

Moreover, we have seen how Al can assist in diagnos-
ing health problems. However, with these possibilities
we are also faced with a series of new questions. How
will Al affect employment rates? What are the conse-
quences of the biases and misinformation inherent in Al?
There are several advantages to the new development
of Al, but we must remain vigilant to the consequences
and disadvantages of Al. We are closely observing the
development and hope to see a productive and ethical
use of Al going forward.

Al is expected to continue its rapid development, with
generative Al playing a significant role in creating con-
tent and driving innovation. The collaboration between
humans and Al is likely to enhance our capabilities

and lead to new opportunities. However, it is crucial to
approach the future of Al with a balanced perspective,
considering both its potential and the challenges it pre-
sents. By doing so, we can harness Al as a great asset
for the future.
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»>We are closely observing the development
and hope to see a productive and ethical
use of Al going forward «
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SELECTION METHOD
THE SUSTAINABILITY SCORECARD

The SDG Invest portfolio consists of carefully selected
companies with a strong financial and sustainable profile.
Using our unique scoring model, we ensure that only top

performers are considered for the portfolio.

The StockRate model

+ Strong earnings history

+ High financial strength

-+ High economic
stability

industries

Our three-step model combines our expertise in eval-
uating both financial and sustainability performance,

to create a portfolio where we do not compromise on
either. With this model, we have narrowed down an
investment space of 75.000 companies to a portfolio of
52 companies.

The first step of the selection process is ensuring that
companies live up to requirements of financial strength,
historical performance and stability. At SDG Invest we
prioritise solid companies that are robust in a storm. As
we strive for 100% of our portfolio companies to partici-
pate in the SBTi by 2025, in this step we also implement
a screening process to ensure their engagement.

Negative screening

Exclusion of companies
operating in certain

SDG Invest Sustainability Scorecard

Screening and analysis of
companies' approach to

- Leadership

- Sustainability

+ Governance

The second step of the process excludes companies
that derive revenue from activities not aligned with

the SDG Invest investment philosophy. Demonstrating
our ethical and sustainable investment philosophy, we
unequivocally exclude investments in industries such
as fossil fuel, alcohol, gambling, pornography, weapons,
and tobacco. Our commitment is to ethical and sustain-
able investment practices.

The third step is how SDG Invest ensures a portfolio of
the most sustainable companies around the world. Our
proprietary screening tool, the SDG Invest Sustainability
Scorecard, facilitates a scoring process based on our
expert knowledge in sustainability. The Scorecard is
what ensures a portfolio of the most sustainable com-
panies around the world.

16 | Impactreport | 2023
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THE
SUSTAINABILITY
SCORECARD
MODEL

SDG Invest has developed the
Sustainability Scorecard to iden-
tify companies that are taking
leadership in advancing the sus-
tainability agenda. We wish to only
include companies on the fore-
front of sustainable development.

17.26 %
Climate
leadership

SDG Invest £

11.31 %
Stewardship

B Sustainability
m Governance

m Leadership

Our scoring is comprised of three
categories:

- Sustainability is weighted 25 %
- Governance is weighted 25 %
- Leadership is weighted 50 %

Every year we adjust the Score-
card to reflect current trends, new
focus areas, and to raise the bar

for what is considered sustainable.

This means that parameters are
removed or added on an annual
basis.

714 % 6.17 %
Diversity and Maturity
inclusion

471 %
Red flags
and crisis
handling

In 2023, our Sustainability Score-
card consisted of 50 parameters
and 179 scoring options, com-
pared to 48 parameters and 167
scoring options in 2022.

The parameters in the scorecard
are aligned with the UN Sustain-
able Development Goals (SDGs).
The screening gives a clear
depiction of how the company
is positively contributing to the
achievement of the 2030 goals.

1.85 %
Civil society
engagement

9.26 %
Human rights and
supply chain

772 %
Climate and
environment

797 %
Oversight

8.70 %
Diversity

3.62 %

\Xorkforce

SDG Invest &%
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ACTIVE OWNERSHIP
ENACTING IMPACT
THROUGH ENGAGEMENT

Action points in 2023

197

Action points in 2022

293

The shift towards a sustainable future is vital, but it won't
occur on its own. Investors hold a distinct advantage

in driving sustainability by engaging directly with their
portfolio companies and collaborating with other inves-
tors who share similar values. At SDG Invest, embracing
active ownership is a fundamental aspect of our invest-
ment strategy.

DIRECT DIALOGUE

In 2023, SDG Invest once again dispatched active
ownership correspondences to all portfolio companies,
outlining recommendations for advancing their sustain-
ability efforts.

Through this interaction, we extended invitations to the
companies for a subsequent meeting to delve deeper
into their sustainability endeavours. In 2023, several
companies accepted this invitation.

The direct exchange between SDG Invest and our
portfolio companies has proven invaluable in providing
us with deeper insights into their ongoing initiatives and
in identifying areas where further action may be war-
ranted. We communicated to our companies that SDG
Invest is committed to achieving net-zero emissions and
that we anticipate our portfolio companies to align with
this commitment. Additionally, engaging discussions
took place regarding the heightened data requirements
imposed by EU regulations and how companies are
adapting to these evolving frameworks.

1) Action points have been reduced due to a smaller portfolio and a large number of companies having
incorporated our last year's recommendations, such as integrating biodiversity as a strategic priority.
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Listed on NASDAQ
Copenhagen

Member of

CDP

INVESTOR

SIGNATORY

N e,
N .~ KNOWTHECHAIN

INVESTOR ALLIANCE
FOR HUMAN RIGHTS

COLLABORATIVE ENGAGEMENT

While engaging in direct dialogue remains crucial for
SDG Invest, we recognise that our impact is magnified
when we join forces with fellow investors. We actively
participate in various investor alliances and throughout
the year, we lend our support to multiple campaigns
led by investors who are committed to creating a more
sustainable future.

In 2023, SDG Invest participated in an investor alliance
with Interfaith Center on Corporate Responsibility to call
for a living wage in the US alongside 134 other investors
representing USD 4.5 trillion in assets under manage-
ment. At SDG Invest we believe and are actively working
for a living wage for all. A living wage relates to several
of the SDGs, in particular ending poverty and decent
work for all.

OUR RESPONSE TO CURRENT ISSUES

SDG Invest continuously monitors news coverage of all
portfolio companies to stay informed on potential issues
that may arise, that could indicate sustainability risks or
adverse impacts on the environment or on people. In
2023, we have analysed our exposure to the Uyghur re-
gion in China, as well as other conflict areas. SDG Invest
is not involved in the weapon industry and is therefore
not directly exposed to any conflict.

Since October 7, 2023, the escalating conflict between
Israel and Hamas has resulted in a significant number of
civilian casualties and injuries. We are extremely worried
about the prospects of famine in Gaza. We hope for a
sustained peace and the end to the killing of civilians.

\¥hile it has received little attention in the media, anoth-
er crisis is ongoing in Sudan.

Investor Signatory

Signatory

-] | Principles for
| Responsible. "
' Investment’

Retail partner-
ships with

i

A power struggle between two rivalling forces erupted
into war in April 2023. Since then, the people of Sudan
lack basic necessities, and combined with violence and
uncertainty, has resulted in more than 8,5 million people
having been displaced since the conflict began a year
ago. Humanitarian crises make women and children
especially vulnerable. Sudan faces the largest displace-
ment crisis in the world and acute food insecurities for
18 million people, with 5 million people on the brink

of famine. We hope the international community will
respond to the ongoing humanitarian crisis in Sudan to
ensure peace and stability in the region. As we follow
the UN SDGs, we aim for peace and prosperity for
people and the planet, so while the conflict does not
immediately impact our portfolio, some companies will
be affected down the line and, so we will continuous-

ly monitor the conflict. We address ongoing issues to
strive for a sustainable future for all.

GEOPOLITICAL TENSIONS

Since the Russian invasion in Ukraine we have conduct-
ed in-depth analysis of our exposure to Russia. Since the
war broke out more than two years ago, the majority of
our portfolio companies have exited Russia completely.
However, we still see a few companies who have expo-
sure through sales and subsidiaries. There are several
dilemmas associated with exiting Russia completely.
Some companies in our portfolio, such as Unilever, still
operate in Russia as they continue to supply food and
hygiene products to the Russian people. There are also
risks associated with exiting Russia completely, such as
the Russian state taking over plants or operations. There-
fore it is not straightforward for companies to exit Russia
completely overnight, but requires thorough planning
and insight into the consequences and costs of exiting.

These are unprecedented times and therefore we
expect our portfolio companies to be transparent and
proactive on issues and dilemmas related to sustainabil-
ity risks. We will continue to take action to address and
mitigate negative impact, if it becomes necessary.

SDG Invest £
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PORTFOLIO IMPACT

This section will characterise eight impact areas where we assess
the advancements in sustainability across the SDG Invest portfolio.
We will also spotlight companies within our portfolio that exemp-
lify exceptional commitment to sustainable development.

Our impact areas comprise climate change and envi-
ronmental stewardship, circular economy initiatives,
human rights advocacy, labour rights and supply chain
management, innovative solutions addressing the
Sustainable Development Goals, diversity and inclusion
practices, partnerships for systemic change, sustainabil-
ity strategy and reporting, and finally, good governance
and ethical conduct.

Each impact area will examine the progress of the SDGs
within our portfolio companies and expound upon our
active ownership strategies aimed at driving further
advancements.

IMPACT 1
CLIMATE CHANGE AND
ENVIRONMENT

THIS IMPACT AREA AIMS TO HIGHLIGHT

the approach of SDG Invest portfolio companies to
climate change and environment, and covers SDGs:
7 - Affordable and Clean Energy, 13 - Climate Action,
14 - Life Below Water, 15 - Life on Land, and 17 -
Partnerships for the Goals.

Addressing climate change is paramount in ensuring the
sustainability of our planet and the well-being of future
generations. The consequences of climate change

are far-reaching, impacting ecosystems, economies,
and communities worldwide. Therefore, it is crucial for
organisations to acknowledge their role in mitigating cli-
mate change and take proactive steps towards reducing
their environmental footprint.

In our annual impact report, we introduce a dedicated
impact area called “Climate Change and Environment.”
This section focuses on our efforts and initiatives aimed
at combating climate change, preserving biodiversity,
and promoting environmental stewardship. Through this
impact area, we highlight our commitment to sustaina-
bility and transparency while demonstrating our dedica-
tion to making a positive impact on the planet.

13 :ll:lnnAp'q[ 17 PARTNERSHIPS

FORTHE GOALS

20 | Impact report | 2023

SDG Invest £



WEIGHTED
AVERAGE
CARBON
INTENSITY

(tons of CO,e/
$M revenue)

157.79

-42.6%

1288.42

956.17
Includes

Scope
1+2+3
market-
based

THE CARBON FOOTPRINT OF
THE SDG INVEST PORTFOLIO

TOTAL
CARBON CARBON CARBON
EMISSIONS FOOTPRINT INTENSITY
(tons CO.e) (tons CO.e/ (tons of CO,e/
$M invested) $M revenue)
5,808.27 240.36

5,453.02

105.95

-/
-20.4% -39.6% -20.2%
71,050.59 1,622.75
1,103.06
Includes 707.39 Includes Includes
Scope Scope Scope
1+2+3 1+2+3 1+2+3
market- market- market-

based

based

based

SDG Invest &%
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In 2023, there was a 29.4% reduction in the average
carbon emissions of the SDG Invest portfolio. This en-
compasses scope 1, and 2 COz emissions. The Weighted
Average Carbon Intensity, market-based, considering
only scope 1 and 2, stands at 62.38 (down from 108.64 in
2022), indicating that the majority of emissions in port-
folio companies lie within scope 3. Despite a significant
effort from companies to reduce scope 1 and 2 emis-
sions by approximately 40%, there has been a notable
increase in overall figures since the previous year. This
surge is attributed to companies intensively collecting
and measuring data for scope 3 emissions, where most
companies have their largest emissions.

SDG Invest's sustainability objective remains focused
on creating a portfolio that supports the Paris Agree-
ment's goals and aligns with a net-zero transition,
aiming for a net-zero target by 2040. In 2023, global
temperatures hit new highs while the world failed to cut
emissions. Greenhouse gas emissions must be reduced
by 42% by 2030 to keep warming below 1.5°C*. While
our overall emissions increased, we are dedicated to
achieving this target.

RENEWABLE ENERGY

Renewable energy holds significant importance within
the SDG Invest portfolio, with a strong emphasis on
companies committed to achieving 100% renewable
energy targets. On average, portfolio companies show
a renewable energy share exceeding 40%. We aim for
100% of companies in the portfolio to use renewable
energy by 2030.

ENSURE ACCESS TO AFFORDABLE,

RELIABLE, SUSTAINABLE AND

MODERN ENERGY FOR ALL

SDG 7 focuses on universal access to

affordable, reliable, and sustainable

energy sources. It deals with efforts to
provide clean and modern energy solutions to everyone,
with one key objective being to create opportunities for
decent work and economic growth within the renewa-
ble energy sector. This underscores the importance of
fair working conditions while including the adoption of
living wage principles to combat in-work poverty, which
is when individuals or families are employed, but do not
earn enough to meet the cost of living.

»The goal of the Paris Agreement is to limit global
warming well-below 2°C and with ambitious
efforts to limit warming to 1.5°C.«

1) Source: wedocs.ungperg/bitstream/handle/20:500.11822/44777/UNEP_Annu k. Reh
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SCIENCE-BASED TARGETS

90% of the companies in the SDG Invest portfolio actively
participate in the Science-Based Targets Initiative, allow-
ing them to establish emissions reduction goals aligned
with the Paris Agreement. Our aim is to achieve full par-
ticipation from all portfolio companies by the conclusion
of 2025, and all companies to have targets set by 2030.
This target reflects our belief that credible emissions
reduction targets are essential for every company within
our portfolio, aligning with our investment principles.

Out of the 90% of portfolio companies engaged with
the SBTI, 77% have now received approval for their
targets to align with the Paris Agreement, marking an
increase from 73% last year. These established targets
hold considerable importance as companies pledge to
publicly report their progress. Such transparency and
accountability enhancements empower us as investors
to advocate for meaningful climate action.

The average company that has set targets aligned with
the Paris Agreement through the SBTi, is reducing emis-
sions twice as fast as required by climate science. Setting
targets then becomes a catalyst for action and change.

Involved with the Science Based Targets

NET-ZERO TARGETS

A significant proportion of SDG Invest portfolio
companies are swiftly establishing net-zero targets,
with 83% having already done so. This indicates their
commitment to addressing both immediate and
long-term impacts of climate change, as they
develop corresponding strategies.

BIODIVERSITY
We have set a target for all the companies in our port-
folio to strategically integrate biodiversity by 2030.

The Science Based Target initiative (SBTi) is a
partnership between CDP, the United Nations
Global Compact, World Resources Institute
(WRI) and the World Wide Fund for Nature

(WWEF). SBTi provides a clear pathway toward

a zero carbon economy, increased innovation
and sustainable growth, by setting a clearly
defined path for companies to reduce green-
house gas emissions, so the worst conse-
quences of climate change can be prevented.
To be considered science-based, targets
must align with what

thg most recent climate SCIENCE
science deems neces- BASED
sary to meet the goals of TARGETS
the Paris Agreement. ORIVING AMBITIOUS CORPORATE CLIVATE AGTION

85%

337

of the companies in the SDG Invest portfolio
have established net-zero targets

»The average company that has set targets
aligned with the Paris Agreement through the
SBTi, is reducing emissions twice as fast as
required by climate science. Setting targets then
becomes a catalyst for action and change.«

SDG Invest £
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CASE LEADING THE CHARGE: TRANE
TECHNOLOGIES' INNOVATIVE COMMITMENTS
TO CLIMATE ACTION AND SUSTAINABILITY
Trane Technologies, a renowned leader in the heat-
ing, ventilation, and air conditioning sector, is deeply
committed to driving sustainable solutions in the fight
against climate change. This commitment is exempli-
fied by their participation in H2ForNetZero, a global
initiative dedicated to advancing hydrogen utilisation
with minimal carbon intensity, aligning with the goals
of the Paris Agreement. By joining this initiative, Trane
Technologies underscores its dedication to exploring
diverse clean energy solutions, including those lever-
aging low-carbon hydrogen, as part of its Sustainability
Commitments for 2030.

In line with their broader sustainability vision, Trane
Technologies has launched the Gigaton Challenge, a
pioneering commitment in the business-to-business
landscape. This groundbreaking initiative marks the
first climate commitment directly linked to customer
product usage. As part of their holistic approach to
sustainability, the Gigaton Challenge encompasses all
facets of Trane Technologies' value chain. The compa-
ny actively fosters collaboration among internal teams
and external partners to address climate change and
transparently pave the way towards decarbonisation.

—
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Central to Trane Technologies' Sustainability Commit-
ments is a targeted reduction in emissions. They aim
to decrease their absolute Scope 1 and 2 emissions by
50% by 2030, compared to a 2019 baseline, building on
their commendable 31% reduction achieved by 2022.
Additionally, the company targets a 55% reduction in
the intensity of Scope 3 GHG emissions per cooling ton
by 2030, having already achieved a 20% reduction by
2022. These ambitious targets, verified by the Science
Based Targets initiative, underscore Trane Technolo-
gies' commitment to constant innovation and collabo-
ration in evolving their sustainability strategy.

1RANZ

TECHNOLOGIES"

of the companies in the SDG Invest portfolio actively
participate in the Science-Based Targets Initiative

-
Rl
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IMPACT 2
CIRCULAR ECONOMY

THIS IMPACT AREA AIMS TO HIGHLIGHT

the degree to which SDG Invest portfolio companies
have integrated circular economy principles into their
business practices. Working towards a circular econ-
omy, where the resources of yesterday become the

resources of tomorrow, is an important
12 Eovsiwrin

part of achieving several of the UN SDGs. ST,
The impact area adheres to SDG 12 - m
Responsible Production and Consumption.

=

1141
- ¥

£ N

8 43\*
ab

,
% i,
Fo

Impact report | 2023 | 25




Earth Overshoot Day, marking when humanity exhausts
the Earth's annual ecological budget, has consistently
occurred earlier each year, highlighting the urgent need
for increased circularity to protect our planet's resourc-
es from depletion. In 2023, it fell on August 3rd, later
than July 28th of 2022. This is the first time since 2020
where Earth Overshoot Day fell on a later date than the
previous year, representing a year of positive change.

While we are optimistic about this positive outcome, it is
essential to underscore the critical need for transitioning
towards a circular economy, as it offers immense poten-
tial in tackling pressing environmental issues.

Moving away from linear consumption patterns, where
resources are extracted, used, and disposed of, towards
a model emphasising reuse, recycling, and regeneration
can help mitigate the depletion of natural resources,
minimise landscape disruption, mitigate biodiversity
loss, and reduce emissions.

To counter this trend, companies can play a crucial role
by adopting circular business models that prioritise
waste reduction and resource efficiency. Implementing
closed-loop systems, designing products for durability
and reusability, and investing in innovative technolo-
gies all contribute to advancing the circular economy
agenda. This not only prolongs the lifespan of natural
resources but also promotes economic development
and resilience in the face of climate change-induced
resource scarcity.

Acknowledging the concrete risks posed by climate
change to the availability of natural resources, integrat-
ing circular economy principles becomes imperative.
SDG Invest firmly believes that companies committed
to environmental stewardship must prioritise the adop-
tion of circular economy practices. In doing so, they not
only contribute to environmental sustainability but also
ensure the longevity of their resource supply chains,
thereby securing a more resilient and prosperous
future for all.

1 RESPONSIBLE ENSURE SUSTAINABLE CONSUMP-
Eﬂn"}%ﬂgﬁm TION AND PRODUCTION PATTERNS

SDG 12 centres on promoting sustaina-
ble consumption and production prac-
tices. IT advocates for reducing waste,
improving resource efficiency, and
fostering responsible consumption habits. Central to
this goal is the promotion of sustainable supply chains
and production methods that minimise environmental
impact and enhance socio-economic wellbeing.

O

By encouraging more circular practices, this goal also
supports inclusive economic growth and prosperity by
working towards a future where everyone has access to
meaningful employment opportunities within a sustain-
able and equitable economy.

»Implementing closed-loop systems not only prolongs
the lifespan of natural resources but also promotes
economic development and resilience in the face of

climate change-induced resource scarcity.«

In the SDG Invest portfolio, 75% of companies are active-
ly pursuing strategies aligned with the circular economy,
undergoing significant shifts in their approaches to prod-
uct design, manufacturing, and recycling. Regrettably,
this marks a decrease of 5% compared to 2022.

Circular economy principles are strategically
integrated into business operations

Although there was a slight decrease, we still remain
committed to increasing circularity throughout our port-
folio. By 2030, our goal is for 100% of portfolio companies
to have implemented circular economy principles that
are strategically integrated into business operations.

75 %
80 %
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CASE TRANSFORMING PACKAGING: MONDI'S
COMMITMENT TO A SUSTAINABLE CIRCULAR
ECONOMY

Mondi, a leading packaging and paper group headquar-
tered in the United Kingdom, places a strong empha-
sis on sustainability in its business design. Employing
22,000 people across 30 different countries, Mondi has
key operations in Europe, North America, and Africa.
Through their innovative approach to packaging and pa-
per solutions, Mondi is recognised as an industry leader
in sustainability and circular economy practices.

With the purpose of being sustainable by design, Mondi
has made a variety of commitments that will improve
circularity. These include a commitment to make their
packaging and paper solutions reusable, recyclable, or
compostable. To achieve this, Mondi has set a target
for 100% of their packaging and paper products to be
reusable, recyclable, or composable by 2025. Although
they are behind on this target in 2023, they reached an
impressive 85%, up from 74% from their 2020 baseline.
Mondi's second commitment is to avoid waste by keep-
ing materials in circulation. They are on track to elimi-
nate waste to landfill from their manufacturing process
and in 2023, the company achieved exceptional perfor-
mance by reducing its total waste to landfill by approx-
imately 50,600 tonnes, marking a notable decrease of
46% since 2020.

The last commitment was to work with others to
eliminate unsustainable packaging, and have so far
collaborated in cross-value chain initiatives, like FEFCO,
4evergreen and CEFLEX, on evolving legislation to
improve the circularity of packaging and paper across
the industry.

Through its steadfast commitment to sustainability,
Mondi has embarked on a comprehensive journey
towards enhancing circularity within its operations and
the broader packaging and paper industry. By integrat-
ing circular design principles into its business strategies,
advocating for circular business models, and prioritis-
ing the use of sustainable materials, Mondi is actively
fostering a culture of sustainability. Furthermore, the
company's initiatives are geared towards reducing
waste generation and maximising material circulation,
thereby minimising environmental footprint and pro-
moting resource efficiency. Through collaborative efforts
with stakeholders across various value chains, Mondi is
driving positive change, advocating for policy evolution,
and championing industry-wide initiatives aimed at ad-
vancing circularity in packaging and paper solutions.

{mondi
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IMPACT 3
HUMAN RIGHTS, LABOUR RIGHTS
AND SUPPLY CHAIN MANAGEMENT

THIS IMPACT AREA AIMS TO HIGHLIGHT

how companies in the SDG Invest portfolio are ensur-

ing human rights and labour rights across value chains.
This impact area also explores responsible supply chain
management practices in the responsible sourcing of raw
materials. It pertains to SDGs: 1 - No Poverty, 8 - Decent
Work and Economic Growth, and 10 - Reduced Inequalities.

The companies in the SDG Invest portfolio have an
impact far greater than their own operations. It is essen-
tial that sustainability initiatives, impacts, and risks are

managed throughout
the supply chain, for a
positive effect on both -
people and the il ﬁ/" =)

environment. M

1 NO 8 DECENT WORK AND 10 REDUCED
POVERTY ECONOMIC GROWTH INEQUALITIES

HUMAN RIGHTS IN THE SUPPLY CHAIN

The Sustainable Development Goals aim to achieve hu-
man rights for all individuals, regardless of race, gender,
religion, nationality, or any other classification. These
universal principles and values are in line with the 2030
Agenda'’s vision of peace and prosperity for the planet
and its inhabitants. Achieving these goals requires co-
operation among individuals, governments, civil society
organisations, and the private sector.

Alongside the SDGs, the newly approved Corporate Sus-
tainability Due Diligence Directive (CSDDD) which aims
to ensure that companies operating in the EU take re-
sponsibility for their impact on human rights and the en-
vironment across their entire supply chain, are pushing
companies to improve their sustainability reporting. The
directive will not only influence companies to increase
the standards of reporting, but also improve their opera-
tions in regards to human rights and the environment.

We conduct an annual assessment of the companies
within our portfolio to verify that they are actively
promoting and safeguarding human rights in their
operations and supply chains.

Human rights secured through
established due diligence procedures

This evaluation is based on the effectiveness of their due
diligence procedures, ensuring continual enhancement
of human rights across all facets of the value chain.

This year we have reached a new milestone where

100% of our portfolio companies now disclose their due
diligence procedures, marking a completion of our 2030
goal of our entire portfolio having secured human and
labour rights through policies and established due dili-
gence procedures. This marks a significant improvement,
reflecting a 15% increase from the previous year in the
number of companies transparently reporting on their
due diligence processes. We remain committed to main-
taining and building on this success in the coming years.

At SDG Invest, we encourage our portfolio companies to
enhance their due diligence practices and interactions
with suppliers, ultimately leading to a positive impact on
millions of lives. Through prioritising and concentrating
on due diligence practices, global companies play a sig-
nificant role in establishing the benchmark in this domain.
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LIVING WAGE

Inequality and poverty persist globally due to inade-
quate wages, with the disparity between a country's
living wage and minimum wage exacerbating these
issues. SDG Invest prioritises portfolio companies that
address this wage gap within global supply chains, rec-
ognising that reducing inequality is vital for contributing
to the Sustainable Development Goals.

Ensuring workers earn a sufficient income to meet their
basic needs, as well as those of their families, is recog-
nized as a fundamental human right. Companies play a
pivotal role in advancing the realisation of a living wage
in their supply chains by surpassing minimum wage re-
quirements established by law, thus narrowing the gap
that creates poverty.

Fragmented supply chains and the absence of a uni-
versal standard for a living wage present hurdles in
eradicating poverty, yet they must not serve as excuses
for corporate inaction. Within the SDG Invest portfolio,
35% of companies outline their efforts toward ensuring
living wages in their supply chains through supplier
engagement or collaborative initiatives with civil society
organisations. This marks a notable rise from the previ-
ous year's 19%, indicating a growing recognition among
companies of the importance of addressing minimum
wage challenges. SDG Invest is encouraged by this
trend and remains committed to advocating for more
companies to adopt living wage practices. We actively
pursue this goal through investor coalitions, engaged
ownership strategies, and participation in investor alli-
ances, aiming to secure a living wage for all.

PROMOTE SUSTAINED,
INCLUSIVE AND SUSTAINABLE

/\/' ECONOMIC GROWTH, FULL AND

DECENT WORK AND
ECONOMIC GROWTH

PRODUCTIVE EMPLOYMENT

AND DECENT WORK FOR ALL

One of the sustainable development
goals is decent work for all. This includes amongst other
things, that all women and men, including young individ-
uals and those with disabilities, have full and meaningful
employment. This includes decent working conditions
and equal compensation for work of the same value.

In many areas minimum wage is not sufficient to support
a family to achieve a decent standard of living, causing
in-work poverty.

357%

of the companies in the SDG Invest portfolio outline
their efforts toward ensuring living wages in their supply
chains through supplier engagement or collaborative
initiatives with civil society organisations.

RESPONSIBLE SUPPLY CHAIN

MANAGEMENT OF RAW MATERIALS

Responsible supply chain management entails the
adoption of practices and commitments by companies
to ensure their supply chains operate ethically, sustain-
ably, and with social responsibility. These practices aim
to enhance supplier relations, bolster reputation, ensure
compliance with legal and regulatory requirements
across multiple jurisdictions, and importantly, elevate the
well-being of all those impacted by business operations.

Within the SDG Invest portfolio, every company has
instituted policies for responsible supply chain manage-
ment, with 63% implementing due diligence procedures
for raw material sourcing. These procedures prioritise
traceability throughout the supply chain and promote

Raw materials responsibly sourced through
established due diligence procedures

the use of sustainable and responsibly sourced raw
materials. By 2030, we aim for 100% of our portfolio
companies to have transparency and accountability

in the sourcing of raw materials through responsible
procurement procedures. Such measures are integral to
fostering sustainable business practices and products.

The slight decrease in adherence to these practices can
be attributed to a shift in our evaluation criteria, where
we now place greater emphasis on specific targets
related to raw material traceability. Looking ahead, we
remain committed to advocating for heightened focus
on responsible supply chain management, recognising
its profound impact on a wide array of sustainability
challenges.

73 %
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CASE ELEVATING SUPPLY CHAIN ETHICS:
NESTLE'S LEADERSHIP IN HUMAN RIGHTS

AND ACCOUNTABILITY

Recognising the complexity of global supply chains and
sourcing processes, Nestle prioritises human rights and
supply chain management as an essential part of its
operations.

From sourcing raw materials to distribution, Nestle
upholds ethical practices, understanding the profound
social and environmental impact of food production. By
championing transparency, accountability, and col-
laboration, Nestle sets industry standards and drives
positive change, highlighting the interconnectedness of
business success and ethical responsibility.

In 2023 Nestlé released a set dedicated to Salient
Human Rights Issue Action Plans. These action plans are
a series of strategies that form part of Nestlé's Human
Rights Framework and Roadmap. They address Nestle's
salient issues and guide their due diligence approach,
enabling them to act as a force for good. These plans
articulate Nestlé's strategy for embedding, assessing,
addressing, and reporting on each salient issue. They
define what Nestlé needs to do across their value chain,
as well as what collective action can be taken.
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Nestle has harnessed the strengths and capacities of
each department to define the action areas they will fo-
cus on in the years to come. Their transparency as well
as action plan is a role model for the industry on how to
tackle human rights issues in the supply chain.

Remediation is an important part of Nestlé's work in
tackling child labour. Nestlé reports on cases of where
remediation was employed and which measures were
taken. They have employed remediation measures on
child labour since 2012 and are therefore also able to
evaluate their efforts. Education is an extensive part of
Nestle's remediation activities. Nestlée have partnered up
with experts in the field of child labour and rely on their
extensive educational background to deliver effective
education. Nestle also has several partnerships to invest
in sanitation in West Africa, and together, have delivered
clean water, sanitation facilities, and hygiene training to
peoples in need.

As an industry leader, Nestlé's emphasis on transpar-
ency and accountability guides the way towards a

more ethical and sustainable future. Through collective
efforts, Nestlé continues to raise the bar for ethical re-
sponsibility, highlighting the indispensable link between
business success and ethical accountability in fostering
responsible supply chain management.

NS
Nestle Good food, Good life



IMPACT 4
INTEGRATING THE SDGS IN
SOLUTIONS AND INNOVATION

THIS IMPACT AREA AIMS TO HIGHLIGHT

how the companies in the SDG Invest portfolio are
making a positive contribution towards achieving the
SDGs by leveraging their core business activities. The
companies have impact built into their everyday op-
erations, and so they are key focus for SDG Invest and
our sustainability aims. The focus is on showcasing the
beneficial impact that portfolio companies can have
through their existing products and solutions, as well

as through their research and development and innova-
tion initiatives. This impact area encom-

passes SDGs: 9 - Industry, Innova-
tion, and Infrastructure, and 12 -
Responsible Consumption

and Production.

9 Nowvustun: | 12 Eaenon

ALIGNING BUSINESS STRATEGY WITH
SUSTAINABLE DEVELOPMENT

Global partnerships and international cooperation are
essential for achieving the extensive and ambitious
aims of the Sustainable Development Goals (SDGs). The
private sector plays a crucial role as a key collaborator
in this endeavour, and without the valuable input and
participation of businesses, the implementation of the
2030 Agenda would be challenging.

The SDGs offer a framework for companies to align their
business strategies with global priorities. This entails
integrating the impact of their investments, solutions,
and business practices into the core of their opera-
tions. By considering the SDGs during the research and
development process, companies can mitigate neg-
ative impacts while moving positively towards a more
sustainable future.

Businesses that integrate the SDGs into their operations
and strategies are likely to enhance their competitive-
ness, foster innovation, and bolster resilience. The SDGs
present business opportunities in areas like renewable
energy, circular economy, and sustainable agriculture,
enabling companies to achieve sustainable long-term
growth.

RS  BUILD RESILIENT INFRASTRUC-
Ll TURE, PROMOTE INCLUSIVE AND
SUSTAINABLE INDUSTRIALISATION
AND FOSTER INNOVATION
The objective covers the establish-
ment of infrastructure capable of
withstanding environmental challenges and supporting
sustainable growth. It also entails that industrialisa-
tion processes are inclusive, providing opportunities
of all backgrounds to participate in and benefit from
economic progress.

/37

of the companies in the SDG Invest portfolio
have developed products or solutions directly
aligned with advancing the SDGs.

»Businesses that integrate the SDGs into their opera-
tions and strategies are likely to enhance their compeéti-
tiveness, foster innovation, and bolster resilience.«
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In the SDG Invest portfolio, 73% of the companies within
it have developed products or solutions directly aligned
with advancing the SDGs. These endeavours not only
benefit the companies themselves but also serve to
generate value for society at large. Unfortunately, this
marks a 10% decrease from last year. This decrease can
be attributed to a slight change in our portfolio and a
stronger focus on new products and solutions being
developed by companies over the past year rather than
existing products being altered. Our 2030 target is to
have 100% of companies have products and or services
that directly contribute to the achievement of the SDGs.

Products and/or solutions in place that directly
contribute to the achievement of the SDGs

Innovation activities that contribute directly to the SDGs

Furthermore, all companies in our portfolio are actively
involved in innovation initiatives aimed at promoting
sustainable development. Achieving our 2030 goal
towards 100% of companies having innovation and de-
velopment that directly contribute to the SDGs, and we
are optimistic about consistently achieving this target

in the coming years. This entails either the creation of
new products or the modification of existing ones, with a
central focus on sustainability, thereby enhancing their
impact on the SDGs.

2019 (base yean)?!

100 %
98 %

2019 (base year)*

CASE IBM IS STEPPING UP TO HELP
VULNERABLE POPULATIONS

There are millions of people pushed into poverty each
year due to climate related disasters and International
Business Machines (IBM) is stepping up to help these
populations in need of technical, financial, and insti-
tutional resources. IBM launched their Sustainability
Accelerator Program, a pro-bono social impact pro-
gram which connects IBM technology and expertise

to scale the initiatives of nonprofit and government
organisations aiming to help these populations in need.
Focusing on sustainable agriculture, clean energy, and
water management, IBM annually selects around five
new projects and organisations that use technology

to combat the impacts of climate change, due to their
belief that science, technology, and innovation can help
tackle environmental issues while helping communities
to address societal needs.

Last year, one project the IBM Accelerator Program
selected was the nonprofit Net Zero Atlantic, with
the goal for a just transition in implementing
science and technology alongside Indigenous
knowledge and community engagement.

1) Data from 2018 not available
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Many vulnerable communities need support to par-
ticipate in the energy transition. Due to Nova Scotia,
Canada, becoming a promising site for the clean energy
transition with some of the world's fastest offshore wind
speeds and potential for hydrogen development, IBM,
via the IBM Accelerator Program joined hands with Net
Zero Atlantic to help enable informed climate deci-
sion-making and empower participation in the clean
energy transition for Indigenous communities in Atlantic
Canada. The IBM Accelerator Program continues to de-
velop and promote solutions which integrate the SDGs
and work towards a more sustainable future.

The variety of solutions created by IBM directly helps
communities to address societal needs and shows their
commitment to better both society and the organisation
as a whole. Through developing the IBM Accelerator
Program, they are able to harness the collective pow-
er of experts and technology to speed up and scale
climate solutions. They believe that technology has the
potential to transform lives when directed with pur-
pose. The program has been designed to have a bigger,
long-term sustainable societal impact with the power of
science and technologies

such as hybrid cloud and — — — —
Al at the forefront. g



IMPACT 5
DIVERSITY AND INCLUSION

THIS IMPACT AREA AIMS TO HIGHLIGHT

the approach of SDG Invest portfolio companies to
diversity and inclusion within their company. We aim to
ensure that our companies have diversity and inclusion
efforts for all present and future employees regardless

of gender, ethnicity, religion,
sexuality, physical capabilities,
and age. This impact area relates Rl 10 Sl
to SDGs: 5 - Gender Equality,
and 10 - Reduced Inequalities.
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GENDER PARITY IN SENIOR MANAGEMENT

To achieve financial growth and meet sustainable
development goals, it is imperative that women parti-
cipate in key decision-making processes within global
corporations. However, progress toward gender parity
has been slow.

Research indicates that despite comprising approxi-
mately 48% of the workforce, women hold only around
20% of executive leadership positions, with a mere 5%
serving as CEOs among 1,677 major listed global com-
panies. Women of colour face an even greater disparity
in attaining leadership roles®.

Furthermore, a study? by Jack Zenger and Joseph
Folkman in 2019 suggests that women exhibit superior
leadership qualities compared to men, excelling in areas
such as self-awareness, self-control, and emotional
intelligence, which are crucial for effective leadership.
Increased gender diversity in senior management has
been linked to improved financial performance and
greater innovation.

Recognising this challenge, the EU is taking action by
implementing Directive 2022/23813 aimed at achiev-

ing greater gender balance on corporate boards. The
directive mandates that the underrepresented gender
constitute at least 40% of non-executive directors or 33%
of all directors by 2026.

At SDG Invest, we embrace legislative efforts that
promote gender equality. We believe that business-

es should mirror the diversity of society, and inclusive
practices benefit everyone. Therefore, we are commit-
ted to engaging our portfolio companies in discussions
regarding their diversity and inclusion initiatives.

1) Source: psycnet.apa.org/record/1992-16290-001

Within the SDG Invest portfolio, women comprise an
average of 24% of executive management positions.
While this figure represents a slight decrease from the
previous year's 25%, it remains slightly above the global
average of 20%. It's essential to acknowledge that fluc-
tuations in these numbers can happen, but maintaining
a focus on addressing gender diversity in leadership
remains crucial.

Within the Board of Directors, women account for an
average of 34% of directors. This represents a slight
decrease from the 37% reported last year, yet it re-
mains higher than the global average of 28%. Despite
this, the prospect of achieving a 40% gender balance
by 2030 is promising, and we eagerly anticipate further
advancements in this regard. Alongside this, we aim for
our entire portfolio to have gender diversity in the top
management.

PERCENTAGE OF WOMEN
IN SENIOR MANAGEMENT

Executive Board of

directors

manage-
ment

- SDG Invest £

portfolio companies

2) Source: hbr.org/2019/06/research-women-score-higher-than-men-in-most-leadership-skills

3) Source: bit.ly/genderbalancedirective

SDG Invest £
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GENDER PAY GAP

Within the SDG Invest portfolio, 73% of firms are en-
gaged in efforts to eliminate the gender pay disparity,
reflecting a consistent trend from the previous year.
We are eager to observe an upward trend in this figure
moving forward.

The EU has introduced the Pay Transparency Directive to
ensure transparency in pay between men and women in
the EU. The absence of pay transparency is recognised
as a major barrier to narrowing the gender pay gap. The
directive states that employers must publish information
about the gender pay gap, allowing for more transparen-
cy and effective enforcement of equal pay.

Actively working to eradicate

the gender pay gap
GENDER ACHIEVE GENDER EQUALITY AND
EIUALITY EMPOWER ALL WOMEN AND GIRLS
This goal emphasises the promotion of
gender equality and the empowerment of

women and girls and encompasses efforts
to ensure equal opportunities for women
and men in all aspects of life, including education, employ-
ment, and decision-making processes. Central to this goal
is the idea that all individuals, regardless of gender, should

The enduring wage disparity significantly affects
women's life quality, increases their poverty risk, and
contributes to the persistent pension pay gap, currently
about 30% in the EU4.

With transparency laws such as the EU directive that
came into effect in June 2023, we believe that equal pay
is coming. In the meantime SDG Invest will continue to
push for action on the gender pay gap, when we en-
gage our companies through our active ownership, and
aim to have our entire portfolio measuring the gender
pay gap by 2030.

73%
73 %

/37

of the companies in the SDG Invest
portfolio are actively working to

have the same rights, opportunities, and access to resources. eradicate the gender pay gap.

4) Source: pwc.ie/services/workforce/insights/eu-pay-transparency-directive html
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CASE L'OREAL RECOGNISED FOR THEIR
STEWARDSHIP IN GENDER-EQUALITY

In today's corporate landscape, fostering gender equal-
ity and inclusivity is not just a moral imperative but also
a strategic advantage. L'Oreal Group, a global leader in
the beauty industry, stands as a beacon of commitment
to gender diversity and inclusivity in the workplace. For
the sixth consecutive year, L'Oreal has been recognised
by the Bloomberg Gender-Equality Index (GEI) 2023 for
its exemplary efforts in creating an inclusive and equal
work environment. LOreal is one of the 484 companies
across 45 countries and regions to be part of the 2023
Gender-Equality Index. The Index is a modified market
capitalisation-weighted index that aims to track the per-
formance of public companies committed to transpar-
ency in gender data reporting.

The company's objective is to be the most inclusive
beauty leader and contribute to a society in which
everyone can live safely, peacefully, and equally. This
includes everything from celebrating the infinite diver-
sity of beauty in their advertising, promoting women

in management, and closing the pay gap. The group
reports that 59% of all managerial roles are women, and
the ratio of women as members of the board is 50%,
displaying a full diverse board.

Furthermore, since 2007, L'Oréal has initiated Economix
Institute to group together renowned public research
entities (INED, CNRS and Université Paris X), with the goal
to conduct an annual gender pay gap analysis in France.

These types of initiatives is an example of what we
want to see more of; doing more than what is expected
from you as a company. The analysis measures median,
mean and adjusted mean pay gap between men and
women. These results shows, as of 2022, a median pay
gap of 0%, and an average pay gap of 10% including
executives, interpreting that the pay gap is closing, but
that there is some room for improvements within the
L'Oreal Group. This initiative displays that L'Oreal wants
to do more than the minimum, and sets an example for
other large players.

The transparency and openness LOréal demonstrates
is one of the reasons as to why they are one of the most
prominent companies within the diversity and inclusion
field. The company acts as an exemplary example of
how we would like to see other companies navigate the
playfield of diversity, equity, and inclusion.

The absence of pay transparency is recognised as a sig-
nificant barrier to reducing the gender wage gap, which
stood at an average of approximately 13% across the EU
in 2020. L'Oreal exemplifies stewardship in pay gap trans-
parency which the new EU directive on pay transparency
is trying to target. The introduction of new pay transpar-
ency regulations is expected to combat wage discrimi-
nation in the workplace and aid in narrowing the gender
wage disparity. These regulations are set to empower
employees, enabling them to assert their right to equi-
table remuneration for work of the same or comparable
value between genders, backed by enforceable actions.

LOREAL
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IMPACT ©
PARTNERSHIPS FOR
SYSTEMATIC CHANGE

THIS IMPACT AREA AIMS TO HIGHLIGHT

how the companies in the SDG Invest portfolio engage in
partnerships and thereby commit themselves to sustain-
ability action on a larger scale. The ESG challenges we
are facing today are too complex and far-reaching for

any single organisation, company, or
government to address alone. This

impact area deals with SDG 17 - @
Partnerships for the Goals.

17 PARTNERSHIPS

FORTHE GOALS

ENGAGEMENT IN SUSTAINABILITY PARTNERSHIPS
Sustainable development is one of the most important
notions of our time, but the challenges are often intri-
cate and span across various regions, sectors, economic
systems, and value chains. The challenges are often-
times too complex for a single organisation to combat
alone, so collaboration becomes necessary to identify
and tackle solutions.

At SDG Invest, we prioritise companies that engage in
multi-stakeholder initiatives and strategic partnerships
that proactively work towards a sustainable future. All of
the companies within our portfolio are actively engaged
in multi-stakeholder initiatives, in which they have col-
laborated in one way or another towards a sustainable
future, marking an achievement of our 2030 goal, and we
remain dedicated to striving for this in the years ahead.

Engaged in multi-stakeholder initiatives, which
proactively work for a sustainable future

The 2% increase from last year is small, yet is a signifi-
cant achievement for our portfolio.

17 P STRENGTHEN THE MEANS OF
FLAGLIEL IMPLEMENTATION AND REVITALISE
THE GLOBAL PARTNERSHIP FOR
SUSTAINABLE DEVELOPMENT
SDG 17 centres around the importance
of fostering global partnerships to sup-

port sustainable development efforts. It underscores
the need for collaboration among governments, busi-
nesses, civil society organisations, and other stakehold-
ers to address complex challenges such as poverty,
inequality, and climate change. Central to this goal is
the notion that no single actor or country can achieve
sustainable development alone.

100 %
098 %

2019 (base year) 78 %

»>All of the companies within our portfolio are
actively engaged in multi-stakeholder initiatives,
in which they have collaborated in one way or
another towards a sustainable future, marking
an achievement of our 2030 goal, and we remain
dedicated to striving for this in the years ahead.«
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CASE FOSTERING SUSTAINABILITY THROUGH
COLLABORATION: IMPAX ASSET MANAGEMENT'S
LEADERSHIP IN THE TASKFORCE ON NATURE-
RELATED FINANCIAL DISCLOSURES

IiImpax Asset Management, a prominent investment
company specialising in sustainable and impact invest-
ing, illustrates the advantages of knowledge sharing
through its engagement in collaborative efforts. As

a key player in promoting environmental, social, and
governance (ESG) principles in investment practices,
Impax Asset Management became an early adopter of
the Taskforce on Nature-related Financial Disclosures
(TNFD), which are organisations which intend to start
making disclosures aligned with the TNFD recommen-
dations in their corporate reporting by the financial year
2024 (or earlier) or 2025, aligning them with 320 organi-
sations spanning 46 countries.

The TNFD's primary objective is to integrate consid-
erations of nature into decision-making processes,
recognising the inherent risks that nature loss poses to
companies worldwide. By developing a comprehensive
risk management and disclosure framework, the TNFD
aims to empower organisations to accurately assess and
report on nature-related risks and opportunities, akin to
their reporting on climate impact.

SDG Invest

In support of this framework, Impax actively partici-
pates in a knowledge-sharing community, leveraging its
expertise to contribute to the development of essential
data for evaluating nature-related risks. Drawing on
insights into local business activities and financial flows,
Impax collaborates to provide more information on
nature in their reporting.

Together, Impax and TNFD are committed to creating
solutions for nature. Recognising the imperative of
partnerships and knowledge-sharing in achieving the
ambitious goals set by the UN, Impax is dedicated to
cooperating on international, national, regional, and
local levels to advance the Sustainable Development
Goals. Through collaborative efforts, Impax strives to
foster a more sustainable future, leaving no one behind
in the pursuit of global sustainability.

m Taskforce on Nature-related
EE Financial Disclosures

IMPA X sement
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IMPACT 7/
SUSTAINABILITY STRATEGY
AND REPORTING

THIS IMPACT AREA AIMS TO HIGHLIGHT

the extent to which SDG Invest portfolio companies pro-
vide expansive, credible, and reliable reporting on their
ESG strategies. Reporting on sustainability urges com-
panies to evaluate their own objectives, and investors are

also dependent on the reporting to assess
the ambitions of the companies.
This impact area covers SDGs: 12 13 oo
12 - Responsible Consumption and
Production, and 13 - Climate Action.

CREDIBILITY AND ACCURACY OF SUSTAINABILITY
STRATEGY AND REPORTING

Promoting the adoption of sustainable practices and the
integration of this information into corporate reporting
cycles stands as a pivotal indicator of sustainable devel-
opment. The quality of sustainability reporting among
companies serves as a measure of their commitment to
fostering a more sustainable future.

The credibility and accuracy of sustainability reporting
are paramount, necessitating the introduction of meas-
ures such as the Corporate Sustainability Reporting
Directive (CSRD) in the EU to standardise reporting prac-
tices. Moreover, the implementation of global reporting
standards enhances the reliability and authenticity of
these reports, while the gradual rise in assurance of
sustainability reporting further bolsters their credibility.

While the aim of the TCFD has been to develop con-
sistent and transparent climate-related financial risk
disclosures to be used by financial actors, as of October
23rd, 2023, they have fulfilled their remit and disbanded.
While the TCFD disclosure recommendations will still
be useful to companies in their climate-related risks,
and some companies still being required to report

on, the Financial Stability Board (FSB) has asked the
International Financial Reporting Standards (IFRS)
Foundation to take over the monitoring of the progress
of companies' climate-related disclosures?®.

1) Source: fsb-tcfd.org

With the FSB announcing the work of the TCFD com-
plete, the recommendations set forth by the TCFD will
serve as a good entry point to the International Sustaina-
bility Standards Board's (ISSB) standards. The main goal
of this shift is to create higher standards for climate-re-
lated disclosures; and is something we are optimistic
about for the future of reporting. We are closely mon-
itoring the ever-evolving reporting landscape and are
developing our sustainability scorecard continuously.

At SDG Invest, our inclusion criteria for portfolio com-
panies require thorough sustainability information to
undergo comprehensive analysis. Adhering to reporting
standards is the lowest requirement we look for in an
organisation, and we are always monitoring upcoming
industry leaders in the realm of reporting. While manda-
tory for companies reporting under CSRD?, and compa-
nies in the EU, the Double Materiality Assessment has
been one way for a company to exceed expectations,
showing a company's commitment to improving their
ESG performance. Additionally, we highly value compa-
nies that have had their emission target, water use, and
waste generation KPIs assured by a third party.

Having sustainability reporting undergo this process
shows a commitment to transparency and responsibility
in ESG reporting. A comprehensive analysis ensures that
all companies within the SDG Invest portfolio possess a
documented sustainability strategy that is transparently
reported on, aligning with our commitment to sustaina-
ble investment practices.

2) Source: pwc.com/mt/en/publications/sustainability/understanding-the-csrd-double-materiality-assessment-process.html
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»A comprehensive analysis ensures that all companies
within the SDG Invest portfolio possess a documented
sustainability strategy that is transparently reported on.«

Securing third-party assurance on sustainability data

is crucial for ensuring its validity and credibility. This
assurance signifies that external entities have verified
both the data and methods underpinning sustainability
reporting.

WWe are encouraged by the fact that 69% of compa-
nies within the SDG Invest portfolio obtain third-party
limited assurance on their sustainability reporting as we
continue to work towards our 2030 goal for all portfolio
companies to have received external verification of
sustainability data.

Limited assurance achieved for
multiple sustainability KPIs?

The main goal of the Taskforce on Climate-
related Financial Disclosures (TCFD) is to
increase disclosure of climate-related risks
and opportunities and their associated
financial consequences.

The TCFD recommends conducting scenario
analyses because they are a well-established
method for strategic planning to navigate
possible futures, and because they can be a
great tool to assess potential climate-related
risks and opportunities.

The aim-of the TCFD is to develop consistent
and transparent climate-related financial risk
disclosures to be used by financial actors.

CLMATE TAKE URGENT ACTION TO COMBAT
13 HAIL] CLIMATE CHANGE AND ITS IMPACTS
This goal urges immediate action to
address climate change and its far
reaching consequences. It highlights
the need for collective effort to miti-
gate greenhouse gas emissions, adapt to the effects of
climate change, and build resilience to its impacts and
a key point of this goal is the recognition that climate
change is a global challenge that requires coordinated
action at all levels. Within the framework of this goal,
there is a commitment to promoting sustainable prac-
tices such as implementing policies and regulations

to discourage detrimental activities like deforestation
while encouraging sustainable land use.

2023 69 %
2022 69 %
70 %

0976

of the companies in the SDG Invest
portfolio obtain third-party limited
,assurance on their sustainability reporting

1) In 2018, the percentage is high as we included portfolio companies that had only conducted limited assurance
on GHG emissions. From 2019 and on, we only include companies with assurance on all published ESG data.

SDG Invest £
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CASE LEADING THE WAY TO NET ZERO:

CISCO'S CLIMATE SUSTAINABILITY COMMITMENT
AND ACTIONABLE STRATEGIES

Cisco Systems, a global technology leader, has priori-
tised climate sustainability, recognizing its significance
among stakeholders and as a long-term strategic
imperative. In September 2021, Cisco announced an
ambitious goal to achieve net zero emissions across

its entire value chain by 2040, a commitment validated
by the Science-Based Targets initiative. This milestone
underscores Cisco's dedication to not only managing
climate-related risks but also facilitating the transition to
a low-carbon future.

In alignment with its commitment to transparency and
accountability, Cisco actively supports the Taskforce on
Climate-related Financial Disclosures (TCFD) recom-
mendations. By embracing transparency, Cisco aims to
provide stakeholders with comprehensive information
on climate-related risks and opportunities.

Cisco's proactive approach to climate sustainability ex-
tends beyond reporting to actionable strategies for risk
management and mitigation.

Through rigorous analysis of physical risks, including
climate-related physical hazards facing Cisco assets
worldwide, and quantitative assessments of transition
risks and opportunities, Cisco gains valuable insights to
enhance resilience and sustainability.

These efforts enable Cisco to identify potential impacts
from climate-related hazards and stress-test its net zero
goals against various scenarios, ensuring alignment
with global transition pathways. By understanding its
overall transition risk profile and financial implications,
Cisco can adapt its strategies to navigate the transition
to a low-carbon future effectively.

Cisco's commitment to sustainability strategy and
reporting underscores its dedication to driving positive
environmental impact and fostering a sustainable future.
As Cisco continues its journey towards achieving net
zero emissions by 2040, it remains steadfast in its mis-
sion to lead by example and inspire meaningful change
within the technology industry and beyond.

I
CISCO
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IMPACT 8
GOOD GOVERNANCE PRINCIPLES
AND ETHICAL BEHAVIOUR

THIS IMPACT AREA AIMS TO HIGHLIGHT

the importance of companies implementing good gov-
ernance principles and engaging in ethical and respon-
sible behaviour. Companies need to act in a way that
supports the achievement of the SDGs.

We will explore two key ways that companies can show
that their behaviour is aligned with sustainable develop-
ment: adopting a responsible approach to tax,
and integrating sustainability in remuneration. 16 :&iﬁ%ﬁ?jﬂu
This impact area is related to SDG 16 - z_
Peace, Justice, and Strong Institutions. - =

RESPONSIBLE TAX BEHAVIOUR

Effective allocation of financial resources is essential
for achieving sustainable development, and corpo-
rate taxes represent a crucial resource in this regard.
Addressing tax avoidance, abuse, and competition
could significantly hasten progress towards the SDGs.

At SDG Invest, we advocate for companies to demon-
strate their commitment to sustainable development
by adopting tax principles centred on responsibility,
fairness, and transparency. Commitments such as
country-by-country reporting, i.e., the disclosure of tax
in every country the company operates in, is a way to
increase transparency and ensure money is not being
hidden away in tax havens. It is estimated that $427
billion dollars is lost to tax havens each year:. We firmly
believe that taxes serve as a vital facilitator of the SDGs,
and we consistently encourage our portfolio companies
to publicly disclose their tax commitments.

Public responsible tax policy

Public reporting of country-by-country taxes

In the SDG Invest portfolio, 79% of companies have
made public their approach to tax through a dedicated
tax policy, up from 51% in 2022. While this is an im-
provement year-on-year, we believe that all companies
should make this commitment, and we make that belief
known when we engage with the remaining 21%. By
2030, we hope for 100% of our portfolio companies to
have published a tax policy.

Public disclosure of country-by-country taxes repre-
sents the pinnacle of commitment to tax transparency.
While only a few companies embrace this commitment,
we take pride in the fact that 12% of our portfolio com-
panies publish their taxes on a country-by-country ba-
sis. At SDG Invest, we set ambitious standards for 100%
of our portfolio companies to publish country-by-coun-
try taxes by 2030. We explicitly convey to our portfolio
companies that reporting country-by-country taxes
exemplifies outstanding leadership.

41%

»>We firmly believe that taxes serve as a vital facilitator of
the SDGs, and we consistently encourage our portfolio
companies to publicly disclose their tax commitments.«

1) Source: taxjustice.net/fagq/how-much-money-is-in-tax-havens
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797%

of the companies in the SDG Invest
portfolio have made public their approach
to tax through a dedicated tax policyg

CLINATE PROMOTE PEACEFUL AND INCLUSIVE
13 feroi SOCIETIES FOR SUSTAINABLE DEVE-
LOPMENT, PROVIDE ACCESS TO
JUSTICE FOR ALL AND BUILD EFFEC-
TIVE, ACCOUNTABLE AND INCLUSIVE
INSTITUTIONS AT ALL LEVELS

This goal advocates for the promotion of peaceful,
inclusive societies and the establishment of effective,
accountable institutions for sustainable development.

It addresses the importance of access to justice to all
individuals and the need to strengthen institutions to
promote the rule of law and protect human rights.

One key point of this goal is to substantially reduce
corruption and bribery in all their forms, where compa-
nies engaging in good governance principles and

ethical behaviour is one way to solve this.

L3 2

REMUNERATION

Establishing equitable and transparent compensation
policies is a crucial aspect of effective governance. How-
ever, remuneration goes beyond governance and can
significantly contribute to corporate sustainability goals.

Executive compensation acts as a catalyst for pro-
moting sustainable business practices. When senior
leadership's rewards are tied to sustainability targets,
companies are more motivated to achieve them. These
objectives include reducing carbon emissions, imple-
menting circular economy initiatives, and enhancing
gender diversity in managerial roles. Integrating remu-
neration with sustainability goals showcases a commit-
ment to both financial performance and sustainability.

Remuneration is partially
determined by sustainability factors

This approach fosters long-term, sustainable growth.
At SDG Invest, we see this alignment as a mark of
exceptional leadership.

The sustainability agenda has gained increased impor-
tance for many companies and we are pleased to see
more companies in our portfolio making sustainability
a part of the determining factor of remuneration. 69%
of companies now have integrated sustainability in re-
muneration efforts. This shows that senior leadership in
the companies are taking ownership over sustainability
progress. Over half of the companies in the SDG Invest
portfolio have sustainability as a partially determining
factor of remuneration in 2023. That is an increase of 11%
since 2022 which we hope to see as a continuing trend
moving forward.

69 %
58 %

»Executive compensation acts as a catalyst
for promoting sustainable business practices.
When senior leaderships rewards are tied
to sustainability targets, companies are
more motivated to achieve them.«
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CASE ETHICAL EXCELLENCE: COLOPLAST'S
COMMITMENT TO GOVERNANCE, COMPLIANCE,
AND RESPONSIBLE CORPORATE CITIZENSHIP
Coloplast, a leader in the medtech industry, upholds a
steadfast commitment to ethical behaviour and good
governance principles throughout its operations, par-
ticularly concerning its communication practices and
interactions with healthcare professionals. Adhering to
strict regulations governing the promotion of medical
devices, the company ensures that all communication
is factual, evidence-based, and compliant with ap-
plicable laws. Collaboration and scientific exchange
with healthcare professionals are prioritised, fostering
innovation and product improvement while providing
accurate clinical data and training to ensure safe and
effective product use.

In addition to its dedication to responsible advocacy,
Coloplast places significant emphasis on respecting
local cultures, regulations, and customs. By forging
alliances with external stakeholders, including indus-
try associations and patient advocacy groups, the
company aims to enhance health outcomes collab-
oratively. Moreover, Coloplast actively contributes to
local communities through donations and partnerships
with non-governmental organisations, demonstrating
its commitment to corporate social responsibility and
community engagement.

Responsible tax management is a cornerstone of Colo-
plast's governance framework, aligning with internation-
ally accepted standards and regulatory guidelines. The
company prioritises transparency and compliance with
tax laws, ensuring that all business structures and trans-
actions have a legitimate commercial purpose. Coloplast
avoids engaging in artificial or opaque tax structures for
avoidance purposes, instead prioritising open and trans-
parent communication with tax authorities and disclos-
ing relevant information about its tax practices.

Furthermore, Coloplast remains committed to country-
by-country tax reporting, demonstrating transparency
and accountability in its tax affairs. By publishing
detailed tax reports on its website in line with relevant
EU directives, the company upholds its commitment to
transparency and accountability, fostering trust among
stakeholders and reinforcing its reputation as a respon-
sible corporate citizen. Through these ethical behaviour
and governance principles, Coloplast aims to uphold
the highest standards of integrity and accountability
across all aspects of its operations.

@ Coloplast
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FEEDBACK

We are looking forward to your feedback.
Please provide us with your feedback
at info@sdginvest.dk.
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