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Living nature (habitats,
species, the ocean, Non-living nature (soil,

lakes, rivers, all plants minerals, water, air)
and animals, etc.)

Biodiversity enables Nature to be productive, resilient and adaptable.

Convention on Biological Diversity (CBD)


https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
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Climate and nature nexus Economy depends on nature

)

Ecosystems degradation Policy developments
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About the ICANN Guide

&

Purpose
N=
7 BN

*\\

Scope

TNFD

*TNFD (Taskforce on Nature-related Financial Disclosure); LEAP (Locate, Evaluate, Assess and Prepare)
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Sector Materiality Tool Based on available Engagement Guidance on Escalation process
Heatmap exercise data mapping objectives engagen:ent reporting (follo;/vmgdstfmdard
suggested in the TNFD  Assessment guidance Engagement outcomes procedures)
recommendation and principles framework Other resources as
Company examples Sample questions to reference

choose from



Sector Materiality Mapping —TNFD Heatmap Z E‘JZE %?Qt'er
L]

Score Rating
>=35

>=25

<25 Low

GICS Subindustr Terrestrial Freshwater Marine Water use GHG Non-GHG air Water Soil pollutants ~ Solid waste  Disturbances AUM (% of Sl
ubindustry ecosystem use ecosystem use ecosystem use u emissions pollutants pollutants i poilu 1aw IStu total)

1 Diversified Metals & Mining

2 Packaged Foods & Meats

3 Biotechnology

4 Industrial Machinery

5 Semiconductors

6 Personal Products

7 Household Appliances

8 Automobile Manufacturers

9 Highways & Railtracks
10 Technology Hardware Storage & Peripherals
11 Food Retail
12 Oil & Gas Exploration & Production
13 Airport Services
14 Apparel Accessories & Luxury Goods
15 Auto Parts & Equipment

» Listed equities only (using the AUM as of December 2022)

« Showing the results in the top 15 sectors

« Using the data in the Sector Materiality Tool developed by the Science Based Targets Network (SBTN)
and the United Nations Environmental Program (UNEP) World Conservation Monitoring Centre (WCMC)



Nature data mapping and what we can learn from it
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Commodity sourcing
locations and suppliers

Direct operation locations

External rankings,
scorecards, controversies

Company policies and
commitments

Company
activities/impacts (SFDR)

High risk countries (HQ)

Sector materiality

Investment/lending
exposure

Prioritisation of sourcing locations with
high nature impacts

Location-based risk assessments
Direct mapping of key biodiversity areas

Understanding of material issues to
check through due diligence
Prioritisation of companies for
further assessment and
engagement

Linking high impact commodities to
nature loss

Understanding of available data
points 1) disclosed by companies; 2)
by sector and country; 3) provided
by third-parties



Due diligence principles: freshwater ¢ First Sentier
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Examine how a company sources water

Water use (withdrawal and consumption)

Water risk management (physical, transition, and reputation).
Different types of water risk — e.g. scarcity, flooding and pollution.
Assess water risk on a landscape-level such as a river basin.

Define the most relevant commodities per company.




Slﬁpply chain
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Focus on agriculture-driven soft commaodities (soy, beef, palm oil, timber,
leather and pulp and paper)

Supply chain traceabillity is key

Deforestation Engagement Framework: five pillars to check
Assess related targets, certifications, sourcing policies or locations
Screen for both legal and illegal deforestation

Deforestation policies should be comprehensive (no leakage)

11
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Case study — application of the toolkit and the data set
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Prioritise
companies

Woolworths
(Australian
supermarket)

Check
mapped data
(water and
deforestation
indicators)

Info based
on 34
indicators we
have

|dentify key
areas to
check

e.g.
agriculture
program;
water metrics

Explore
company
reports using
key words

Use Table of
Contents and
key word
search

Check news
and
controversies

Press
release from
companies
and news

Check what
you wanted
to find and
identify any
gaps

Identify good
disclosure
and
inconsistenci
es (e.g.
commitments

VS.
performance)

13
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Scoping the assessment

* Nature of business

» Prioritisation of asset classes

» Sector-level and country-level asset allocation
« Type of appropriate and feasible assessments

Two core sector disclosure metrics for financial institutions

1. AUM % or $ exposure to sectors considered to have material nature-related dependencies and impacts
2. AUM % or $ exposure to companies with activities in biodiversity sensitive locations

« Country materiality - « Sector Materiality Tool » Qualitative risk * Priority areas for due
start with company HQ assessment principles diligence and
location . Use SFDR PA| engagement
indicators » Guidance to check on
« Companies’ direct risk and opportunity * |deas for target setting

operation data mapped
with nature data

14
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Lessons learned
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& &

Data and tools already exist More location-based data is
becoming available

& &

Making the steps clear helps Let’'s not make perfect be the Investors can drive positive
implementation enemy of the good change

15



NATURE AND BIODIVERSITY TOOLKIT

;Can Assess
Nature Now
(ICANN)

A guide to assessing
water and deforestation
issues in investment portfolios

Thank you
Joanne.lee@firstsentier.com
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Important Information

This material is for general information purposes only. It does not constitute investment or financial advice and does not take into account any specific investment objectives, financial situation or needs. This is not an offer to
provide asset management services, is not a recommendation or an offer or solicitation to buy, hold or sell any security or to execute any agreement for portfolio management or investment advisory services and this material has
not been prepared in connection with any such offer. Before making any investment decision you should consider, with the assistance of a financial advisor, your individual investment needs, objectives and financial situation.

We have taken reasonable care to ensure that this material is accurate, current, and complete and fit for its intended purpose and audience as at the date of publication. To the extent this material contains any measurements or
data related to environmental, social and governance (ESG) factors, these measurements or data are estimates based on information sourced by the relevant investment team from third parties including portfolio companies and
such information may ultimately prove to be inaccurate. No assurance is given or liability accepted regarding the accuracy, validity or completeness of this material and we do not undertake to update it in future if circumstances
change.

To the extent this material contains any expression of opinion or forward-looking statements, such opinions and statements are based on assumptions, matters and sources believed to be true and reliable at the time of
publication only. This material reflects the views of the individual writers only. Those views may change, may not prove to be valid and may not reflect the views of everyone at First Sentier Investors.

To the extent this material contains any ESG related commitments or targets, such commitments or targets are current as at the date of publication and have been formulated by the relevant investment team in accordance with
either internally developed proprietary frameworks or are otherwise based on the Institutional Investors Group on Climate Change (IIGCC) Paris Aligned Investment Initiative framework or such other framework, goal or target as
the relevant team considers appropriate. The commitments and targets are based on information and representations made to the relevant investment teams by third parties including portfolio companies (which may ultimately
prove not be accurate), together with assumptions made by the relevant investment team in relation to future matters such as government policy implementation in ESG and other climate-related areas, enhanced future
technology and the actions of portfolio companies (all of which are subject to change over time). As such, achievement of these commitments and targets depend on the ongoing accuracy of such information and representations
as well as the realisation of such future matters. Any commitments and targets set out in this material may be subject to change without notice in the event of future review by the relevant team. (Part 2 for any ESG targets or
commitments)

About First Sentier Investors

References to ‘we’, ‘us’ or ‘our’ are references to First Sentier Investors, a global asset management business which is ultimately owned by Mitsubishi UFJ Financial Group. Certain of our investment teams operate under the
trading names FSSA Investment Managers, Stewart Investors, RQI Investors and Igneo Infrastructure Partners, all of which are part of the First Sentier Investors group.

We communicate and conduct business through different legal entities in different locations. This material is communicated in:

» United Kingdom by First Sentier Investors (UK) Funds Limited, authorised and regulated by the Financial Conduct Authority (reg. no. 2294743; reg office Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB)
To the extent permitted by law, MUFG and its subsidiaries are not liable for any loss or damage as a result of reliance on any statement or information contained in this document. Neither MUFG nor any of its subsidiaries
guarantee the performance of any investment products referred to in this document or the repayment of capital. Any investments referred to are not deposits or other liabilities of MUFG or its subsidiaries, and are subject to

investment risk, including loss of income and capital invested

© First Sentier Investors Group
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