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Equity ESG
Integration:

industry group dashboards
and DPS Focused

Our equity ESG (environmental, social
and governance) integration approach
encompasses three aspects:

Active
ownership
through
voting and
engagement

Qualitative
analysis
identifying
challenges and
opportunities

Quantitative

data overlay

The gquantitative data is used by our equity analysts
and is the key component in determining which
equities should be held within our DPS Focused
strategies.

For our quantitative ESG integration approach,
we incorporate material ESG factors based on

the Sustainability Accounting Standards Board
(SASB) framework plus additional factors which are
identified in conjunction with the relevant analyst,
which are determined to be relevant to the sector.
Material ESG factors are sourced through various
third-party data providers, annual reports, and
publicly available sources on non-governmental
(NGO) platforms such as CDP (formerly known as
the carbon disclosure project).

By using several platforms for sourcing our data,
we have data points which relate to most of SASB’s
materiality factors and use these to undertake

a holistic analysis through our industry group
dashboards. Despite the variety of sources used,
there are some areas where we do not currently have
the required data. Air quality, energy management
and critical incident risk management are some of
the disclosure topics where we have data gaps and
there will be ongoing work to source this.
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SASB

The SASB' reporting framework identifies ESG factors, which are financially material, and which have a direct impact
on companies’ enterprise value. There are a total of 26 factors which will have varying importance depending on the
industry groups covered. For example, in the pharmaceutical and biotechnology industry, relevant disclosure topics
will include access and affordability, product quality and safety, and customer welfare. This will be different to the
energy industry where its main disclosure topics are greenhouse gas (GHG) emissions, employee health and safety,
water, and wastewater management. As the material issues vary based on industry, we have created 18 ESG industry
group dashboards to cover all industries on our monitored list.

Core and bespoke datasets

In addition to the 26 factors, all dashboards have seven core datasets, and some will also have bespoke data. The core
datasets included on all dashboards provide relevant insight for all industry groups and are:

* Climate GHG reduction targets

» CDP climate disclosure scores

* |ISS Quality Score - governance assessment

* CEO pay to total shareholder return alignment (TSR)
* Percentage of women on boards

e Ethical Screening’s ESG score

e Sustainalytics’ general risk rating

The first two data points are important for assessing companies’ alignment with global net zero targets. For the
climate GHG reduction targets, the focus is on companies who have approved science-based targets or at least have
ambitious targets.

There are ten bespoke datasets, and their usage in the dashboards will again vary based on industry. An example of
this is the fossil fuel financing league table published by the Rainforest Action Network?, which is only relevant to the
banking industry. Or the GRESB? scores for real estate investment trusts.

Dashboard overview

The ESG industry group dashboards aggregate 41 datasets based on their industry materiality and importance and
provide high level risk flags on consistent poor performers and excellent performers on a relative basis.

A company flagged as a leading area of concern would be one where there is consistent poor performance across the
majority of the SASB, core and bespoke datasets, relative to industry group peers. In contrast with this, a company
flagged as a leading area of excellence is one where there is a consistent positive performance across the majority of
the SASB, core and bespoke datasets, relative to their industry group peers.

It is possible for a company to be flagged as a leading area of concern and excellence i.e.,, it is performing well on
some ESG factors while performing poorly on others. An example of such company is Tesla, where it has historically
performed well in the environmental category but also performs below average in the social category. When a
company is flagged as both leading in concerns and excellence, all factors will need to be weighed up against each
other to determine which risk factors are of greater importance.

To be able to screen the large datasets we use and provide a simple risk flag across all our industry groupxgs, we use
FactSet’s FDS DDE (dynamic data exchange) code to generate real time data onto excel. This is only available for the
datasets provided by Sustainalytics and ISS. Where we source data from publicly available sources, we must manually
input the raw data for it to be processed along with our automated datasets.

1 https://www.sasb.org
2 https:/www.ran.org
3 https:/gresb.com/nl-en/
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Inclusion criteria for DPS Focused strategies

The DPS Focused strategies have inclusionary criteria which are driven by the quantitative data provided through

the industry group dashboards. This enables us to rank companies on a relative basis within industry groups and

for inclusion within the DPS Focused strategies a company on a holistic basis will perform well against ESG factors
relative to its peers. In addition, the DPS Focused strategies have exclusions* related to specific activities or issues for
example fossil fuel production, human rights issues and tobacco production. We defined the exclusions based on the
most common concerns of clients.

This process is undertaken in conjunction with the relevant analyst, head of equity research, the Chief Investment
Officer, the Chief Investment Strategist and the responsible investment team. There is a moderation process and
during this our engagement activity may result in a company being included within the focused universe.

We review the focused universe on a six-monthly basis.

4 This is monitored through Ethical Screening

To find out more about Responsible Investment at Quilter Cheviot visit our website.
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Investors should remember that the value of investments, and the income from them, can go down as well
as up and that past performance is no guarantee of future returns. You may not recover what you invest.
Quilter Cheviot and Quilter Cheviot Investment Management are trading names of Quilter Cheviot Limited, Quilter Cheviot
International Limited and Quilter Cheviot Europe Limited.

Quilter Cheviot Limited is registered in England with number 01923571, registered office at Senator House, 85 Queen Victoria Street,
London, EC4V 4AB. Quilter Cheviot Limited is a member of the London Stock Exchange, authorised and regulated by the UK Financial
Conduct Authority and as an approved Financial Services Provider by the Financial Sector Conduct Authority in South Africa.

Quilter Cheviot Limited has established a branch in the Dubai International Financial Centre (DIFC) with number 2084 which is regulated
by the Dubai Financial Services Authority. Promotions of financial information made by Quilter Cheviot DIFC are carried out on behalf of
its group entities. Accordingly, in some respects the regulatory system that applies will be different from that of the United Kingdom.
Quilter Cheviot International Limited is registered in Jersey with number 128676, registered office at 3rd Floor, Windward House,
La Route de la Liberation, St Helier, JE11QJ, Jersey and is regulated by the Jersey Financial Services Commission and as an
approved Financial Services Provider by the Financial Sector Conduct Authority in South Africa.

Quilter Cheviot Europe Limited is regulated by the Central Bank of Ireland, and is registered in Ireland with number 643307,
registered office at Hambleden House, 19-26 Lower Pembroke Street, Dublin DO2 WV96.
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