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Glossary

Term
Active ownership

AMAS

Baloise

Baloise Group
Corporate Division Asset
Management

Employees

ESG

FINMA

Investment funds

Investors

ManCo

Description
The term “active ownership” refers to investors who concern themselves with
environmental, social and governance (ESG) issues by voting on or engaging
in discussions with company managers and supervisory Boards in regard to
these issues

Asset Management Association Switzerland
Baloise Asset Management Ltd
Baloise Holding Ltd and its direct and indirect subsidiaries

Includes Baloise Asset Management Ltd and divisions of the Swiss units
of Baloise Group that report to the Head of Corporate Division Asset
Management

Employees of Baloise and all service providers that act for the account of
or in the name of Baloise

Environmental, Social and Governance. Umbrella term for environmental,
social and corporate governance
Environmental aspects include, but are not limited to:
«  Climate change adaptation policies
+  Greenhouse gas (GHG) emissions
+  Biodiversity
Pollution
Social aspects include, but are not limited to:
Inclusion and diversity
Health and safety
Working conditions
Standards within the supply chain
Corporate governance aspects include, but are not limited to:
+  Diversity in the Executive Management
+ Management Remuneration
+  Business ethics
+  Anti-bribery
Anti-corruption

Swiss Financial Market Supervisory Authority

Swiss and foreign collective investment schemes for which Baloise acts
as the asset manager

The investors in the investment funds

The management company or the AIFM (alternative investment fund
manager)
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Policy
Principal adverse impacts (PAls)
on sustainability factors

Responsible investment (RI)

SFDR
SIA
SSF

Sustainability factors

Sustainable investment

Sustainability risks

SVVK - ASIR

Target funds

Third-party clients or clients

Third-party funds

4124

This document

Actual or potential material adverse impacts of investment decisions on
sustainability factors pursuant to the EU Sustainable Finance Disclosure
Regulation 2019/2088.

Responsible investment: this refers to the integration of ESG factors into
investment decisions.

SFDR Sustainable Finance Disclosure Regulation (EU 2019/2088)
Swiss Insurance Association
Swiss Sustainable Finance

This term refers to environmental, social and employee matters, respect
for human rights, anti-corruption and anti-bribery matters

The EU Regulation 2019/2088 (SFDR) defines “sustainable investment” in

Article 2(17) as

+ aninvestment in an economic activity that contributes to an environ-
mental objective, as measured, for example, by key resource efficiency
indicators on the use of energy, renewable energy, raw materials, water
and land, on the production of waste, and greenhouse gas emissions,
oron its impact on biodiversity and the circular economy,

« oraninvestmentin an economic activity that contributes to a social
objective, in particular an investment that contributes to tackling
inequality or that fosters social cohesion, social integration and labour
relations, or an investment in human capital or economically or socially
disadvantaged communities,
provided that such investments do not significantly harm any of those
objectives
and that the investee companies follow good governance practices,
in particular with respect to sound management structures, employee
relations, remuneration of staff and tax compliance.

Such risks refer to an environmental, social or governance event or condition
that, if it occurs, could cause an actual or a potential material negative
impact on the value of the investment

Swiss Association for Responsible Investments

Investment funds or third-party funds used in the assets or investment funds
managed by Baloise

Asset management customers of Baloise, excluding Baloise Group companies
Swiss and foreign collective investment schemes run by other providers

(third-party providers) and not set up by companies of the Baloise Group,
but used by Baloise for the assets it manages



Baloise - Responsible Investment Policy
For third-party assets and investment funds

UN United Nations
UN PRI UN Principles for Responsible Investment
UN SDGs UN Sustainable Development Goals
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1. Purpose of this policy

This policy regulates the promotion of environmentally
and socially responsible actions and good corporate
governance. With regard to third-party client assets and
investment funds managed by Baloise, it regulates the
integration of sustainability risks and opportunities into
investment activities as well as the mitigation of adverse
impacts on sustainability factors in the context of invest-
ment activities. The policy describes how sustainability
factors are integrated throughout the investment
process and within governance.

This policy serves the following purposes in relation to
the assets managed by Baloise for third-party clients
and investment funds:

+  Determination of the consideration of sustainability
factors in the investment process as part of the
decision-making process for investments;
Explanation of the strategies for incorporating sus-
tainability risks into investment decision-making pro-
cesses, risk management processes and reporting;
Definition of roles, responsibilities, and knowledge
requirements within different functions regarding
sustainability.

2. Intention

Baloise Group is an insurance group that grew out of the
idea of a community of solidarity and attaches particular
importance to taking responsibility and placing its own
actions at the service of sustainable development.

For Baloise Group, sustainable development and the
insurance and financial services business have signifi-
cant similarities: long-term activities and responsible
handling of risks and resources. We therefore wish

to secure our own business operations and thus our
employees’ jobs in the long term, and actively shape
social transformation as a corporate citizen.

This Responsible Investment Policy has been developed
to determine how the requirements regarding the con-
sideration of sustainability risks and factors are met as
part of the investment process for third-party clients
and investment funds and to provide a clear description
of the beliefs with respect to ESG-related investments.
We remain true to our values by acting in accordance
with the Responsible Investment Policy.
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3. Scope of application

The provisions of this policy apply to third-party client
assets and investment funds managed by Baloise only

if this has been declared applicable in the relevant docu-
ments. In particular, this policy does not apply to the
assets of insurance units of the Baloise Group, which are
subject to separate requirements.

In the case of asset management mandates where the
client requests a sustainability preference in accordance
with the applicable regulatory requirements, the extended
Rl strategy is generally applied. The above notwithstand-
ing, a modified or individually designed responsible
investment strategy may be implemented at the client’s
explicit request. For specific information on the applica-
bility of this policy to asset management mandates and
investment funds, reference is made to the respective
contractual terms, the product documentation as well
as the applicable investment guidelines.

This policy applies to direct investments and investments
in target funds. For the purposes of this policy, liquid
investments refer to publicly traded equities and inter-
est-bearing investments of governments and external
companies. Especially direct and indirect investments in
derivatives, commodities, mortgage investments as well
as direct money market investments (including short-
term loans) and direct real estate do not come within the
scope of this policy.

The content of this policy is reviewed at least once a year.
The review will assess whether the policy is up to date
and complies with applicable national and international
regulations, principles, and standards. If and where nec-
essary, Baloise will take immediate action to adjust and
update the policy.

4. Governance

4.1 Governance of Baloise Group

The Baloise Group has had a Group-wide sustainability
network since 2019. In 2021, country-specific working
groups were established with a focus on implementing
sustainability measures in the respective national
markets. The working groups comprise members of all
operating segments that have an influence on, or are
influenced by, the issue of sustainability. These working
groups are equipped with the necessary professional
expertise to develop and regularly update the content
of the sustainability approach, such as the value-added
model.
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The Corporate Executive Management decides on the
implementation of the content. The Board of Directors is
responsible for developing the sustainability approach,
embedding it in the overall strategy and overseeing its
application. Since 2022, the Board of Directors’ strategy
and governance committee has also functioned as the
sustainability committee, monitoring developments in
sustainable management.

Develop and advise

o

Group Sustainability Network

Sustainabilit
Strategy development, management & v

group-wide guidelines

Management Group

The following diagram depicts the structures within the
Baloise Group:

Supervises, decides
and provides input

Board of

Group Executive

Committee Directors

Feedback Recommends
AN
: Delegate
Inform about : implemen- :
progress : tationto Insurance
H country units Investment
: o Committee
. . : Inform about implementations (||C)
Sustainability Management of and obtain feedback
the strategic business units
: Executive Boards
: Switzerland
Strategic | Germany
input Belgium
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\/ Steering of Baloise Asset Supervision, decision of Directors
. . implementation and i
Local network sustainability =~ <o Management
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A
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i progess

Coordinate
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wide topics

(3]

Strategic development
and overview of group-

Preparation of implementation:
Exchange of information and
feedback between boards,
network and management

Delegation of implemen-
tation to business units at
SBU level

(2] (3]

Existing Organisation/Business Units/Departments/Working Groups

Integration into business processes

Figure 1: Structure of the Baloise Group

This diagram and other information on the subject of
sustainability at the Baloise Group are available online
at: https://www.baloise.com/en/home/about-us/what-
we-stand-for/sustainability.html
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4.2 Governance of Baloise
Baloise has suitable organisation and processes in place

to ensure that the obligations and responsibilities arising

from this policy and emerging contracts are adequately
implemented. This following units and bodies are primar-
ily involved in this:

Board of Directors

Executive Committee

Portfolio
Management

Responsible
Investments Team

Product
Management

Compliance

Risk Management

Responsible Investment Forum

Other functions within the organisation may also play
an important role. Various different departments such as
Finance, Investor Relations, Communications and Legal
are also involved so as to integrate their vision and con-
tribution in this policy.

Baloise provides the relevant internal and/or external
resources for the induction and training of all stakehold-
ers involved, ensuring uniform and in-depth knowledge
of the necessary ESG issues is instilled across the board.

The central units and bodies as well as their duties in the
field of responsible investment are outlined briefly below:

Board of Directors

The Baloise Board of Directors has expertise in the field
of sustainability and sets the strategy for responsible
investment. It charges the Executive Board with the
implementation of the strategy and, by association, the
development and adoption of the policy and guidelines
in connection with responsible investment and sustain-
ability in the investment process.
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The Board of Directors monitors operational implemen-
tation in the area of responsible investment and makes
any decisions on the delegation of tasks to third parties
in connection with the management of collective invest-
ment schemes. In the case of a delegation or sub-
delegation to a third party, a written contract must be
concluded that meets the requirements of AMAS self-
regulation.

Executive Management

The Baloise Executive Management has expertise in the
field of sustainability and is responsible for further devel-
oping and implementing strategy in areas which include
sustainability. The Executive Management ensures that
Baloise has an organisational structure that is equipped
for this. It issues the policy guidelines for responsible
investment and specifies how these are to be imple-
mented at operational level. As part of this, the Executive
Management decides on new initiatives and the selec-
tion of ESG data providers.
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Responsible Investment (RI) Team
Baloise has the necessary infrastructure and dedicated
resources, which are independent of the operational
functions and address sustainability issues. The core
tasks of the Rl Team include:
+  Further development of Rl strategies;
«  Consultation for the entire organisation on all sus-
tainability issues; and
Monitoring of sustainability developments at cor-
porate level and in terms of investments.

The RI Team also performs the following tasks:
Initiation and management of cross-cutting ESG
initiatives

«  Development and coordination of ESG integration
projects in organisation and business

+  Coordination and exchange with the sustainability
network and sustainability boards of the Baloise
Group
Ambassadorial function regarding RI
Suggestions for the selection of new ESG data pro-
viders
Development of training concepts and training of
the organisation within the framework of the con-
cepts adopted by the competent bodies

The Rl Team has a direct reporting line to the Baloise
Executive Management. The head of the RI Team par-
ticipates in the meetings of the Executive Management.

Regular exchange meetings take place between the RI
Team and the control functions Risk Management and
Compliance, as well as the Managing Director of Baloise
and the Head of Asset Strategy & Investment Controlling.

Responsible Investment (RI) Forum

The Responsible Investment Forum encompasses multi-
ple disciplines and consists of the Rl team and repre-
sentatives from Portfolio Management, Product Manage-
ment, the Legal department or Investment Controlling
and Reporting, as well as individual representatives from
other units within the Baloise Group.

This forum has the necessary expertise and performs the
following functions:
Development and regular update of concepts
related to the responsible investment approach
Exchange and networking
«  Collaboration on sustainability-related projects
and initiatives.

Portfolio Management

Portfolio Management is responsible for the implemen-
tation of the requirements of this policy in the investment
process and, in particular, for the integration of sustain-
ability-related criteria in the investment process and
their compliance. The responsible portfolio managers
have and maintain the necessary expertise in the area

of sustainability.

Product Management

Product Management coordinates the development

and management of products over the entire life cycle
of the investment fund. As such, Product Management is
responsible for taking into consideration and implement-
ing the Rl policy at all the relevant stages of the product
development process. This responsibility starts with
generating ideas and ends the liquidation/merger of an
investment fund.

Compliance

Compliance reviews the integration of the sustainability-
related criteria in the investment process and their com-
pliance within the scope of investment activities, with

a focus on the regulatory and contractual aspects. For
investment funds, this happens in collaboration with the
respective fund’'s management.

Risk Management

Risk Management is responsible for defining, implement-

ing, and monitoring control frameworks, in particular

with regard to:
identifying, monitoring and internally reporting
sustainability risks in the investment process;
ensuring compliance with the specified responsible
investment strategy at product level;

- transparent validation of external data suppliers
of ESG data and

+  traceability of the implemented ESG risk rating
methodology of the external data provider.

Other functions such as finance, investor relations, com-
munications and legal can also play an important role.

Corporate Division Asset Management provides appro-
priate internal and/or external resources for the familiari-
sation and training of all stakeholders involved in order
to provide them with standard and in-depth knowledge
of the necessary ESG topics.
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5. Responsible investment strategy

Responsible investment is an integral part of Baloise’s
investment decision-making process. This policy defines
the approaches for the responsible investment of third-
party customer assets managed by Baloise and invest-
ment funds, and how to implement this in the course

of portfolio management.

We pursue a general Rl strategy using exclusions, active
ownership elements and integration of ESG criteria into
the investment process. Baloise uses an advanced RI
strategy for strategies that promote environmental and
social characteristics.

The expanded Rl strategy is based on a holistic approach
that encompasses a broad spectrum of RI approaches.
The specific combination of Rl approaches used varies
depending on the product, mandate and legal entity in
order to best meet the respective investment objectives,
regulatory requirements and customer expectations.
Detailed information on the composition and application
of the individual approaches is set out in Annex X. Spe-
cific details regarding individual products can be found
in the respective fund prospectus and/or fund contract
and the product Information. Mandates are subject

to individual contractual arrangements. The individual
approaches are described in detail below.

The principal adverse impacts (PAls) of investment
decisions on sustainability factors are taken into account
in the various aspects of the Baloise responsible invest-
ment strategy. You can find further information in the
Appendix “Consideration of principal adverse impacts

on sustainability factors”.

The Rl approaches for liquid investments are based on
data from MSCI ESG Research. Investments without
available MSCI ESG data remain part of the investable
universe.

* Pursuant to the AMAS definition.
2 Under Chapter 3 of this Policy “Scope of application”
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General Advanced
Rl strategy Rl strategy
General exclusions X X
Wider exclusions - X
ESG integration X X
Best-in-Class - X
Proxy voting*
Collaborative engagement X X
Direct corporate dialogue - X
Public policy dialogue X X

*Upon agreement only for third-party assets

Furthermore, specific criteria, which are described in
chapter 6.1, apply to funds for alternative investments
that are launched by Baloise Group companies.

5.1 Overarching exclusions

These exclusions are applied to all direct investments
regardless of the Responsible Investment Policy. For
example, regulatory sanctions imposed by SECO, the EU,
the UN and the US or requirements of the Swiss Asso-
ciation for Responsible Investment (SVVK-ASIR).

5.2 Investment-specific exclusions

We use exclusions as part of the responsible investment
strategy to exclude direct investments in the immediate
scope of this policy that are exposed to principal sustain-
ability risks according to defined criteria. The term “exclu-
sions” refers to the systematic exclusion of certain issuers
from an investment portfolio on the grounds that their
business activities or practices violate predetermined
norms or values based on customer preferences, or that
risks are anticipated.! The exclusions are based on the
analysis of data provided by MSCI ESG Research.

General Rl strategy exclusions apply to all actively
managed investment funds that invest directly in com-
panies, government bonds and target funds.2 Mandates
are subject to individual contractual arrangements.
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Exclusions for direct investments in companies:?

Exclusion Threshold

General strategy

Advanced strategy

Poor MSCI ESG corporate rating

MSCI ESG rating “CCC” excluded X

X

Controversial weapons

Cluster munition X
(turnover threshold of 0 %)

Land mines

(turnover threshold of 0 %)
Biochemical weapons and systems
(turnover threshold of 0 %)
Depleted uranium weapons
(turnover threshold of 0 %)

Laser stun weapons

(turnover threshold of 0 %)
Weapons - undetectable shards
(turnover threshold of 0 %)
Incendiary weapons

(turnover threshold of 0 %)

Nuclear weapons

(turnover threshold of >=1%)

X

Conventional weapons

Turnover threshold >=10% -

Thermal coal

Turnover threshold >=10% X

Generation of unconventional oil and gas

Turnover threshold >=10 % for the general >=10%
RI strategy and >=5% for the advanced
RI strategy

>=5%

Conventional oil and gas

Turnover threshold >=30% -

Tobacco

Turnover threshold >=5% -

Violations of the UNGC Principles and the
Organisation for Economic Co-operation
and Development (OECD) Guidelines for
Multinational Enterprises.

Very serious violations -
(MSCI ESG “Red Flag”)

3 Excluding direct money market investments and short-term loans.
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Exclusions for investments in countries including supranational organisations:

Exclusion Threshold General strategy Advanced strategy
Poor MSCI ESG government rating MSCI ESG rating “CCC” excluded X X
Countries with high GHG emission intensity ~ The worst 10% are excluded - X
Countries that do not have adequate The following is considered an appropriate - X
national or sub-national obligations to national or sub-national obligation:
implement the climate targets of the a. the ratification of the Paris Agreement
Paris Agreement at the national level; or
b. a commitment to the goals of the
Paris Agreement by a sub-national ini-
tiative (e.g. coalitions of states, regions
or provinces) that accounts for more
than 50 % of the national population
and more than 50 % of the national
economic output (measured by gross
domestic product).
Countries on the UN Sanctions List Absolute criterion for exclusion - X
Countries on the EU Sanctions List Absolute criterion for exclusion - X
(based on MSCI criterion “EU Sanctions”)
Countries with serious human rights and “Not free” - X

democracy violations

according to Freedom House Index Score
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Exclusions for investments in target funds:**

Exclusion Threshold General strategy Advanced strategy
Poor MSCI ESG Fund Rating Fund ESG Quality Score equal to or less X X
(Fund ESG Quality Score) than 1.4 (corresponds to an MSCI ESG Fund

Rating of “CCC")
Investments in the production or sale of >1% of the market value of the target fund X X
controversial weapons (chemical weapons
systems, biochemical weapons compo-
nents, blinding lasers, cluster bombs,
incendiary weapons, land mines, depleted
uranium weapons, weapons using un-
detectable fragments)
Investments in the production or sale of >5% of the market value of the target fund X X
nuclear weapons
Investments in the production or sale of >10% of the market value of the target - X
conventional weapons fund
Investments in the production of uncon- >10% of the market value of the target X X
ventional oil and gas (revenues from oil fund
sands, oil shale (kerogen-rich deposits),
shale gas, shale oil, coal seam gas and
the Arctic onshore/offshore)
Investments in the production of con- >30% of the market value of the target - X
ventional oil and gas fund
Investments in the production of coal >10% of the market value of the target X X
(mining and sale [except for own con- fund
sumption, metallurgical or trade],
electricity generation with coal)
Investments in tobacco >5% of the market value of the target fund - X
Investments in companies with violations >5% of the market value of the target fund - X

of the UNGC Principles and the Organisation

for Economic Co-operation and Develop-
ment (OECD) Guidelines for Multinational
Enterprises

“The exclusion criteria apply to investments in target funds that are made in the asset categories of equities, bonds and money market instruments.

They also apply to alternative target funds and passive investment products, provided that MSCI ESG data is available for them.
s The criteria may deviate from one investment fund to another. These deviations are highlighted in the fund documentation.
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5.3 ESG integration

The investment teams include sustainability risks into
the investment analysis in order to reduce any potential
adverse financial impact or reputational damage from
sustainability risks.

Specific environmental, social and governance (ESG)
data is made available to Portfolio Management. All
investment teams have access to the MSCI ESG data-
base.

5.4 Best-in-class

In the best-in-class approach, the portfolio is constructed
in terms of sustainability aspects by avoiding securities
that exhibit high ESG risks. As part of the defined strategy,
the lowest 20 per cent of issuers or target funds within
the respective sectors or peer group are excluded, based
on the MSCI ESG universe. The criteria may deviate from
one investment fund to another. These deviations are
highlighted in the respective product documentation.

This is applied as follows, depending on the asset class:

Direct investments Exclusion of the worst 20 per cent of the rated

in companies companies within the relevant industry, meas-
ured by the MSCI ESG rating (final industry-
adjusted company score)

Direct investments
in government
bonds

Exclusion of the worst 20 per cent of the rated
countries, including government-related issuers
such as states, provinces, cities, municipalities,
local authorities, funding institutions, agencies
and supranational institutions, according to
the MSCI ESG government rating (government-
adjusted ESG score)

Target funds Exclusion of the worst 20 per cent of the target
funds rated by MSCI ESG in the respective
peer group, as measured by the MSCI ESG Fund

Rating (Fund ESG Quality Score)

If the score of a company deteriorates after inclusion in
the assets of an investment fund and the company is no
longer part of the best-in-class universe, the investments
may only be retained beyond the specified deadlines if,
after assessment, direct engagement with the company
is initiated.®

¢ Cf. chapter “Active ownership”.
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5.5 Other product-specific Rl strategies

Within the scope of custom product strategies, Baloise
uses other approaches for responsible investment. These
are implemented, for instance, for investment funds that
contribute to one or more sustainable issues or objec-
tives. This also includes funds that, in accordance with
Art. 9 of the SFDR, have a sustainable investment objec-
tive, within the meaning of Art. 2 (17) of the SFDR. These
individual RI strategies may for instance include invest-
ments that make a positive contribution to one or more
of the 17 UN Sustainable Development Goals (SDGs)
defined within the scope of the UN 2030 Agenda for
Sustainable Development.

5.6 Assessment of good governance practices

As part of the investment process for investment funds
with sustainability-related strategies, we screen the com-
panies in which we invest for good governance practices.
Direct investments in companies are rated for all prod-
ucts that promote ecological and/or social characteris-
tics within the meaning of Art. 8 of the SFDR or have a
sustainable investment objective within the meaning

of Art. 9.

Direct investments in companies are excluded if the data
used indicates that serious violations with respect to the
environment, human rights and corporate governance
have occurred and the company in question does not
take any countermeasures. As such, companies that,
according to MSCI ESG-based data, have serious con-
troversies regarding the various dimensions of good gov-
ernance practices, i.e., sound management structures,
employee relations, employee remuneration and tax
compliance, are excluded. In particular, companies must
not violate the UN Global Compact, the OECD Guidelines
for Multinational Enterprises and the UN Guiding Princi-
ples on Business and Human Rights, including the prin-
ciples and rights set out in the eight fundamental con-
ventions in the Declaration of the International Labour
Organisation on Fundamental Principles and Rights at
Work and the International Bill of Human Rights.

The assessment of good governance practices is based
on the following dimensions:

sound management structures;

employee relations;

employee remuneration; and

tax compliance.
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5.7 Our climate strategy The climate strategy of Baloise is based on the existing

Baloise recognises that climate change is one of the strategy for responsible investment and consists of four

most significant challenges of our time. As a responsible central pillars, which are applied to each asset class

asset manager in the insurance sector, Baloise is com- according to their relevance:

mitted to supporting the transition to a low-carbon, +  Exclusions: reduction of physical and transition risks,

climate-resilient economy. The climate strategy is an by specifically limiting the realisation of income from

integral part of our “Baloise Responsible Investment investments in fossil fuels.

Policy - or insurance funds of Baloise Group companies”. +  ESG integration: integration of climate indicators
into ESG data and the investment process.

Baloise has made a clear commitment to achieve net +  Climate-related commitment: engagement with

zero for its financed emissions - those arising from its other organisations to initiate change. Prioritisation

insurance portfolio - by 2050, as defined in its 2023 of companies that are not aligned with the desired

Climate Roadmap. In order to meet its commitments, transition to a climate-friendly economy.

Baloise Asset Management has integrated its climate +  Decarbonisation: decarbonisation of portfolios,

commitment into its strategy and investment deci- gradual expansion to different asset classes to

sion-making process for its insurance funds. With regard achieve our net-zero target by 2050.

to third-party assets, it also applies to certain invest-
ment funds domiciled in Switzerland.

oy < A I

Exclusions ESG integration Decarbonisation
Reduction of physical Incorporate ESG and Reducing the emissions
and transition risks Climate data in the financed through our port-

investment process folios to achieve our net
zero ambitions

Figure 2: Four pillars of the Baloise Asset Management Climate Strategy

More information about the climate strategy is available at the following link:
https://www.baloise.com/en/home/about-us/what-we-stand-for/sustainability.ntml
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5.8 Active ownership

Active ownership is an integral part of our approach

to responsible investment. A separate Active Ownership
Policy defines the active ownership strategy and deter-
mines its implementation within the framework of port-
folio management. The Active Ownership strategy con-
sists of the following four pillars:

1) Direct corporate dialogue:

Through Baloise Direct engagement activities, we seek

constructive dialogue with companies with the aim to

address specific sustainability issues. Within the frame-
work of the advanced Rl strategy, direct engagement
may be considered in the following cases:

«  Deterioration in the MSCI ESG rating (final indus-
try-adjusted company score) of a company after
inclusion in the assets of the investment fund, which
results in the investment no longer meeting the
requirements of the best-in-class approach
serious violation of minimum standards of conduct
in areas such as human rights, labour, environment
and anti-corruption, defined as a “Red Flag” by MSCI;
For the top 20 CO, emitters in the equity and corpo-
rate bond portfolio, with priority given to those that
are not in line with science-based climate targets.
Future-oriented indicators -such as the Implied
Temperature Rise (ITR) calculated by MSCI-are used
to assess the company's transformation path. The
main objective is to understand the causes of the
deviation from climate targets and to develop me-
asures to initiate improvements.

The primary objective of direct engagement is to support
the elimination of the cause of the deterioration of the
MSCI ESG rating with respect to reported deficiencies in
regard to the UN Global Compact and the OECD Guide-
lines for Multinational Enterprises.

2) Exercise of voting rights:

Upon agreement we exercise the voting rights of listed
Swiss share certificates for our third-party assets in
accordance with the principles of good and ethical
corporate governance.
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3) Collaborative corporate dialogue:

In addition to direct engagement with companies, the
investment team can also join a group of like-minded
shareholders who are addressing or would like to address
similar sustainability issues, which are referred to as
collaborative engagements. Collaborative corporate dia-
logues are realised through participation in initiatives
such as via Climate Action 100+ or the PRI Collaboration
Platform.

4) Public policy engagement:

Finally, it is also possible to cooperate with the authori-
ties on ESG issues in certain policies. Membership in the
individual associations makes this cooperation possible.
For example, we are a member of relevant working
groups of various associations such as the Swiss Insur-
ance Association (SIA), the Asset Management Associa-
tion Switzerland (AMAS) and Swiss Sustainable Finance
(SSF) (see chapter 8).

6. Asset-Class-Specific Application of the
RI Strategy

6.1 Rl strategy for alternative investments

Alternative investments typically have a medium- to
long-term investment horizon with limited or no trada-
bility (liquidity). Consequently, changes to the investment
strategy can only be implemented to a limited extent
and with delays. Additionally, the availability and quality
of data for alternative investments are lower compared
to liquid investments.

As such, this policy can only be applied to a limited extent
to funds for alternative investments. At a minimum, all
investments must comply with the exclusion criteria set
forth in the general Rl strategy. An exception is the MSCI
company rating, which is not considered due to limited
data coverage. Furthermore, it will be ensured that the
investments generally account for ESG integration as
outlined in this policy. When applying the extended RI
strategy, the extended exclusion criteria must also be
observed.

The advanced Rl strategy is applied to those alternative
investment funds managed by Baloise that promote
ecological or social characteristics as defined in Art. 8
of the SFDR or a combination of these characteristics.
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6.2 Indirect Swiss real estate investments

For indirect Swiss real estate investments, a two-stage
selection process is applied, which integrates sustaina-
bility criteria into the selection and evaluation of target
real estate investments.’

1. Selection Criteria: First, it is assessed whether the
real estate target investment meets the following
criteria at the product level:

Existence of a formal sustainability strategy,
documented in the form of an ESG, Climate, or
Responsible Investment Policy.

Collection and disclosure of key sustainability
indicators.

2. Internal ESG Scoring: In addition to meeting the
two selection criteria, an ESG score is generated,
based on an internal ESG questionnaire, which
considers both qualitative and quantitative criteria
regarding the real estate target investments and
their investment managers. The questionnaire eval-
uates both the ESG policies and strategies as well
as the ESG competence and corporate governance
at the company level. At the product level, informa-
tion on the sustainability strategy, emission targets,
participation in ESG benchmarks, and external verifi-
cation of sustainability data is included in the eval-
uation. The questionnaire must be completed by the
investment manager of the respective real estate
target investment. To be considered for investment,
the overall score must meet a threshold and will be
updated annually.

Atarget real estate investment that fulfills both selection
criteria and achieves the minimum score meets compa-
rable sustainability standards as the extended RI strategy
of this policy (see section 5).

Investments/funds based on Swiss real estate indices do
not fall within the scope of this selection process and are
therefore not evaluated.

’ Different provisions apply to Baloise Bank Ltd. You can find detailed information
at baloise.ch/fidleg.

7. Sustainability risks and risk management

7.1 Integration of sustainability risks

We believe that incorporating ESG criteria into the invest-
ment process can have a positive impact on the risk-re-
turn profile and that we can reduce sustainability risks
with potential financial implications. For a positive
risk-return profile, a long-term and holistic investment
horizon is essential in investment analysis. In this respect,
we see the Responsible Investment Policy as an addi-
tional risk management tool.

We recognise that sustainability risks can have a mate-
rial financial impact and result in losses that may affect
the investments and the financial circumstances of the
company and funds.

Sustainability risks are environmental, social or govern-
ance events or circumstances that, if they occurred,
could actually or potentially cause a negative material
impact on the value of the investment.

Type of sustainability risks can be summarised as follows:
Environmental risks, e.g. climate risks:
resulting from extreme weather events or physi-
cal climate change (referred to as physical risks);
+ which are associated with the transition to a
CO:-neutral economy or with society’s attitude
towards climate change (referred to as transi-
tional risks);
in connection with climate-related litigation
(referred to as litigation risks).
Social risks associated with societal events (e.g.
inequality, inclusiveness, labour relations, investment
in human capital, accident prevention, changing
customer behaviour, etc.)
Governance risks associated with irregularities in
corporate governance (e.g. repeated significant
breaches of international agreements, corruption,
product quality and safety, sales practices, etc.)

Some markets, sectors and regions are more affected

by sustainability risks than others. For example, markets,
sectors and regions with relatively low government or
regulatory oversight, or limited transparency or disclo-
sure of sustainability factors, may be exposed to greater
sustainability risks. The investment’s exposure to different
sustainability risks may therefore fluctuate in addition

to other factors as exposure to different markets, sectors
and regions varies.
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Sustainability risks are integrated into the existing risk
management framework.

By applying the sustainability-related exclusions in the
investment strategy mentioned in chapter 5, direct
investments in issuers and target funds that are exposed
to material sustainability risks according to defined crite-
ria are excluded. Details of the specific exclusions per
asset class are provided in chapter 5. The objective of
the exclusions is to reduce the sustainability risks in the
investment portfolios.

Depending on the RI strategy, sustainability risks are
further taken into account by applying the ESG ratings
from MSCI ESG Research as part of the exclusions
described in chapter 5 and the best-in-class approach.

Through the Active Ownership Policy, we use the financial
leverage of the funds entrusted to us to convince com-
panies to better manage sustainability risks and seize
opportunities to secure their value.

7.2 Dealing with conflicts of interest

We have issued policies and directives to ensure that
conflicts of interest that may arise during investment
and advisory activities related to the inclusion of sustain-
ability risks and factors are carefully managed and seek
to avoid or transparently disclose and address them.

7.3 Remuneration Policy

The Baloise Group’s remuneration system, which applies
to Baloise too, is aligned with its long-term business
activities and fiduciary focus. The Remuneration Policy
promotes sound and effective risk management and in
no way encourages excessive risk-taking that is incon-
sistent with our risk profile or the risk profiles of the man-
dates and investment funds managed by the company,
including sustainability risks arising in particular from
climate-related events or attitudes towards climate
change.

¢ Securities for which no ESG data is available from external providers are not
necessarily excluded from the universe. Product-specific provisions for this are
contained in the respective product documentation.

18/24

8. ESG data

In implementing this policy, we rely on ESG data and
analyses provided by external data providers. MSCI ESG
Research LLC, a global leader in ESG data and ESG
ratings, is used for investments in liquid assets. We have
processes in place as part of quality assurance to vali-
date data quality on a regular basis as well as to review
and monitor the external provider.

The required ESG data is defined individually and
depends on the relevant Rl strategy. Possible data points
include, but are not limited to, ESG ratings and scores
(e.g. MSCI ESG rating, MSCI ESG fund rating), ESG indica-
tors (e.g. MSCI analyses and assessments to determine
exclusions) and raw data (e.g. GHG emissions and other
indicators regarding principal adverse impacts on sus-
tainability factors).?

9. Memberships and collaboration

The Baloise Group is committed to helping shape the
future development of responsible investments in the
Swiss market: not only with its range of products and
services, but also by joining national and international
initiatives and working groups that help to promote sus-
tainable finance and responsible investments.

We want to live up to our responsibility in the Swiss
market for responsible investment and play an active
role in shaping further developments. Consequently,
Baloise respectively Baloise Group units are members
of the following initiatives:

Swiss Sustainable Finance (SSF)

Asset Management Association Switzerland (AMAS)

UN Principles for Responsible Investment

Swiss Insurance Association (SIA)

UN Principles for Sustainable Insurance

Baloise respectively entities of the Baloise Group actively
participate in some of the working groups of these initia-
tives.
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We also want to intensify our efforts in the international
context. That is why Baloise signed the United Nations-
backed Principles for Responsible Investment in 2018.
UN-PRI is an independent, non-profit and leading advo-
cate for responsible investment throughout the world.

It examines the impact of investment on environmental,
social and governance factors and has developed six
principles to help its signatories integrate these factors
into their investment process and ownership decisions.

Our commitment

As a signatory to the UN PRI, Baloise Asset Management Ltd is com-
mitted to the following principles:

Principle 1 ~ We will incorporate ESG issues into investment analysis
and decision-making processes.

Principle 2 We will be active owners and incorporate ESG issues
into our ownership policies and practices.

Principle 3 We will seek appropriate disclosure on ESG issues by
the entities in which we invest.

Principle 4~ We will promote acceptance and implementation of
the Principles within the investment industry.

Principle 5 We will work together to enhance our effectiveness in
implementing the Principles.

Principle 6  We will report on our activities and progress towards

implementing the principles.

10. Disclosures

10.1 Transparency and sustainability-related
investment funds and asset management mandates
Sustainability reporting defined in accordance with
FINMA Guidance 05/2021 on Prevention and Combating
of Greenwashing and the AMAS Self-Regulation on
Transparency and Disclosure for Sustainability-Related
Collective Investment Schemes is carried out for all
Baloise-managed sustainability-related investment
funds and asset management mandates in Switzerland.

10.2 Transparency for investment funds under the SFDR
In line with SFDR requirements, additional ESG-relevant
information is provided for all Baloise-managed products
falling within the scope of this ordinance.

In accordance with Art. 6 of the SFDR, first, transparency
is demonstrated with regard to the inclusion of sustain-
ability risks in the pre-contractual disclosures of the
investment funds, including an indication of:
how sustainability risks are incorporated in the
investment decision; and
the results of the assessment of the anticipated
impacts of sustainability risks on the return of the
financial product. Where sustainability risks are not
deemed relevant, a brief and concise justification
is outlined in the pre-contractual documents.

In accordance with Article 7 of the SFDR, clear and jus-
tified explanations are given as to whether and - if so -
how the principal adverse impacts on sustainability
factors are considered in the investment funds managed
by Baloise, as well as a declaration that information
relating to this is available in the regular reports.

For investment funds managed by Baloise that promote
environmental or social characteristics or a combination
of these characteristics within the meaning Art. 8 of the
SFDR, or have a sustainable investment objective within
the meaning of Art. 9, additional sustainability-related
disclosures are included in the pre-contractual informa-
tion, periodic reports and on the website.

10.3 PRI reporting

As part of the UN PRI obligation Baloise reports annually
on its activities and progress in the field of responsible
investment.
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Appendix I: Consideration of principal
adverse impacts on sustainability factors

Purpose and regulatory framework of the Appendix
This Appendix aims to specify how the principal adverse
impacts (PAls) of investment decisions on sustainability
factors are taken into account as a key component
of responsible investment at Baloise and to set out the
related strategies and processes. This includes, in par-
ticular:
PAI description: Description of the principal adverse
impacts of investment decisions on sustainability
factors that Baloise takes into account.
PAl strategies: Baloise’s strategies for identifying
and weighting the principal adverse sustainability
impacts and sustainability indicators.
+  PAlroles and responsibilities: Responsibility for
implementing these strategies in the context of the
organisational strategies and procedures.

This Appendix refers to the requirements to consider the
principal adverse impacts of investment decisions on
sustainability factors at entity level (Article 4 SFDR) and
product level (Article 7 SFDR). The following overall legal
conditions are particularly relevant within this context:

EU Regulations

Regulation (EU) 2019/2088 of the European Parliament
and of the Council of 27 November 2019 on sustainabili-
ty-related disclosures in the financial services sector,
the Sustainable Finance Disclosure Regulation (SFDR).

? Pursuant to Table 1 of Annex | to Delegated Regulation (EU) 2022/1288 for investments
in companies and sovereigns and supranationals.
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Commission Delegated Regulation (EU) 2022/1288 of

6 April 2022 supplementing Regulation (EU) 2019/2088 of
the European Parliament and of the Council with regard
to regulatory technical standards specifying the details
of the content and presentation of the information in
relation to the principle of “do no significant harm”, spec-
ifying the content, methodologies and presentation of
information in relation to sustainability indicators and
adverse sustainability impacts, and the content and
presentation of the information in relation to the promo-
tion of environmental or social characteristics and sus-
tainable investment objectives in pre-contractual docu-
ments, on websites and in periodic reports.

The scope of application as defined in Chapter 3 of the
Policy applies to this Appendix.

Description of principal adverse impacts on
sustainability factors

Definition

PAls refer to actual or potential material adverse impacts
of investment decisions on sustainability factors with
respect to environmental, social and employment issues,
respect for human rights as well as anti-corruption and
anti-bribery. As these impacts can have serious and long-
term consequences, it is important to identify PAls and
take appropriate measures to minimise or avoid them.

PAls and sustainability risks are closely linked and are
key aspects of the EU concept of double materiality.
While sustainability risks are associated with environ-
mental, social or governance events or conditions which,
if they were to materialise, could have actual or poten-
tial adverse impacts on the value of the investment
(outside-in risk), PAls are understood as material adverse
impacts of investments on sustainability factors, i.e.
undesirable consequences of activities that affect envi-
ronmental, social and governance balance (inside-out
risk).

Identification of PAIls

In order to take regulatory requirements into account,®
Baloise makes a distinction between two main catego-
ries of PAls in the investment process:
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+  Environmental PAls refer to impacts on the natural
environment, including air, soil and water pollution,
climate change, resource use and loss of biodiversity.

«  Social PAls, on the other hand, refer to impacts on
society, including employment rights, human rights,
social justice, discrimination and impacts on local
communities.

Different types of investments, i.e. investments in compa-
nies or sovereigns and supranationals, can involve differ-
ent PAls. The PAls taken into account by Baloise for liquid
investments based on the Baloise Responsible Invest-
ment Policy are listed below:°

Indicators taken into account for investments in investee companies

Climate indicators and other environmental indicators

Sustainability indicator for adverse impacts

Metric

Greenhouse gas 1. GHG emissions

Scope 1 greenhouse gas emissions®

emissions
Scope 2 greenhouse gas emissions®?
Scope 3 greenhouse gas emissions®
Total GHG emissions
2. Carbon footprint Carbon footprint
3. GHG intensity of investee companies GHG intensity of investee companies
4. Exposure to companies active in the fossil fuel Share of investments in companies active in the fossil fuel
sector sector
5. Share of non-renewable energy consumption and  Share of non-renewable energy consumption and non-
production renewable energy production of investee companies from
non-renewable energy sources compared to renewable
energy sources, expressed as a percentage of total energy
sources
6. Energy consumption intensity per high impact Energy consumption in gigawatt hours per million EUR of
climate sector turnover of investee companies, per high impact climate
sector
Biodiversity 7. Activities negatively affecting biodiversity-sensi- Share of investments in investee companies with sites/opera-
tive areas tions located in or near to biodiversity-sensitive areas where
activities of those investee companies negatively affect those
areas
Water 8. Emissions to water Tonnes of emissions to water generated by investee com-
panies per million EUR invested, expressed as a weighted
average
Waste 9. Hazardous waste and radioactive waste ratio Tonnes of hazardous waste and radioactive waste generated

by investee companies per million EUR invested, expressed as
a weighted average

© The extent to which these are taken into account depends on the Rl strategy applied.

# Scope 1 emissions are emissions that occur from sources that are controlled by the
company that issues the underlying assets.

2 Scope 2 emissions refer to emissions resulting from the consumption of purchased
electricity, steam or other purchased primary forms of energy generated in upstream
processes in the company that issues the underlying assets.

 Scope 3 emissions refer to all indirect emissions that do not fall under Scope 1 and 2
emissions and occur in the reporting company’s value chain, including upstream
and downstream emissions, in particular for sectors of the economy that have a
major impact on climate change and its mitigation.
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Indicators taken into account for investments in investee companies

Indicators for social and employee, respect for human rights, anti-corruption and anti-bribery matters

Sustainability indicator for adverse impacts

Metric

Social and employee  10. Violations of UN Global Compact (UNGC) princi-

matters ples and Organization for Economic Co-operation
and Development (OECD) Guidelines for Multi-
national Enterprises

Share of investments in investee companies that have been
involved in violations of the UNGC principles or OECD Guide-
lines for Multinational Enterprises

11. Lack of processes and compliance mechanisms
to monitor compliance with UNGC principles and
OECD Guidelines for Multinational Enterprises

Share of investments in investee companies without policies
to monitor compliance with the UNGC principles or OECD
Guidelines for Multinational Enterprises or grievance/com-
plaints handling mechanisms to address violations of the
UNGC principles or OECD Guidelines for Multinational Enter-
prises

12. Unadjusted gender pay gap

Average unadjusted gender pay gap of investee companies

13. Board gender diversity

Average ratio of female to male board members in investee
companies, expressed as a percentage of all board members

14. Exposure to controversial weapons (anti-person-
nel mines, cluster munitions, chemical weapons
and biological weapons)

Share of investments in investee companies involved in the
manufacture or selling of controversial weapons

Indicators taken into account for investments in sovereigns and supranationals

Environmental indicators

Sustainability indicator for adverse impacts

Metric

Environment 15. GHG intensity

GHG intensity of investee countries

Social indicators

Sustainability indicator for adverse impacts

Metric

Social responsibility 16. Investee countries subject to social violations

Number of investee countries subject to social violations
(absolute number and relative number divided by all investee
countries), as referred to in international treaties and con-
ventions, United Nations principles and, where applicable,
national law
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Further PAls can also be taken into account for specific
products. Reference is made to the relevant product
documentation for further information on individual
products.

Additional PAls are selected as part of the investment
process based on factors including:
Relevance for the investments concerned
Product/portfolio-specific environmental and social
characteristics or sustainable investment objectives
Rl approaches used
Data available.

Strategies for considering adverse sustainability
impacts

Identification of the principal adverse impacts of
investment decisions on sustainability factors and
methodology

The principal adverse impacts on sustainability factors
are taken into account in the various aspects of the
Baloise responsible investment strategy.

PAls taken into account General Advanced
through: Rl strategy Rl strategy
General exclusions X X
Wider exclusions X
Best-in-class X
Active ownership X X

Taking PAls into account through exclusions:

The application of the general and wider exclu-
sions means that investments that have, or could
have, adverse impacts on sustainability factors are
excluded. The exclusions are based on predefined
criteria that aim to minimise investments’ adverse
impacts on sustainability factors by making a delib-
erate decision either not to invest or to divest. By way
of example, Baloise excludes companies that gener-
ate a predefined percentage of their turnover from
activities and sectors associated with a high level

of adverse impacts, such as controversial weapons,
unconventional oil and gas, coal mining or violations
of the UNGC. Please refer to Chapter 5.2 of the Policy
for more information on exclusions.

Taking PAls into account through best-in-class
approach:

The best-in-class approach, as part of the advanced
Rl strategy, is aimed at deliberately giving preference
to investments based on the MSCI ESG rating. The
MSCI ESG rating comprises several key performance
indicators (KPIs)/scores based on a series of material
sector-specific ESG criteria. Individual KPIs/scores
can directly show or implicitly take into account
anissuer’s performance as against its peer group
with regard to certain principal adverse impacts on
sustainability factors. Please refer to Chapter 5.4 of
the Policy for more information on the best-in-class
approach.

Taking PAls into account through active ownership:
The Active Ownership Strategy involves using
Baloise’s influence as an asset manager to actively
address sustainability issues, the aim being to mit-
igate adverse impacts of certain investments on
sustainability factors. Direct corporate dialogue, in
particular, enables targeted engagement with the
companies concerned, supporting a reduction in
negative impacts on sustainability factors in cases
where predefined criteria are met, for example by
resolving the causes of serious violations of minimum
standards of conduct (MSCI Red Flag). Please refer
to Chapter 5.7 of the Policy for more information on
active ownership.

Taking PAls into account through other product-
specific Rl approaches:

The principal adverse impacts of investment deci-
sions on sustainability factors can also be taken into
account and minimised through other product-
specific Rl approaches for specific products. In such
cases, the individual consideration of PAls is
described in greater detail in the relevant product
documents.
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Data and data sources
PAls are taken into account in liquid investments based
on the data and evaluations supplied by the external
provider MSCI ESG Research LLC. The specific data points
were selected after a careful review and assessment of
the Rl and PAl strategies that Baloise applies. The follow-
ing data points made available by MSCI ESG Research
LLC can be used to take PAls into account:

Direct raw data on PAl indicators

Evaluations performed by MSCI (e.g. regarding exclu-

sions selected by Baloise)

ESG ratings produced and updated by MSCI based

on defined methodologies

If the data is insufficient, MSCI ESG Research may include
its own analyses and estimates. ESG data may only be
used for the investment universe assessed by MSCI ESG
Research. Data on the principal adverse impacts on sus-
tainability factors is still limited and not available for all
investments across the board.

Information can also be used as part of our active own-
ership activities, for example with regard to specific indi-
cators disclosed by the company or the measures and
strategies that the company in question is taking to
reduce adverse impacts on ESG factors.

Baloise has processes in place as part of its quality
assurance system to ensure the regular validation of
data quality and the reviewing and monitoring of the
external provider.

Explanatory information on Chapter 4 “Governance”
of the Policy in relation to PAls

The principal adverse impacts of investment decisions
on sustainability factors are taken into account in the
various aspects of the Baloise responsible investment
strategy. Baloise has ensured that an appropriate
organisation and appropriate processes are in place
for this purpose, as described in Chapter 4 of the Policy.
The following units are also assigned special tasks with
regard to PAls:

Responsible Investment (RI) Team
The core tasks of the RI Team when it comes to taking
the principal adverse impacts of investments on sustain-
ability factors into account include:
«  Further development of PAIl strategies
Analysis as to whether or not, and how, individual
measures and Rl approaches adequately address
PAIs
Providing advice to the entire organisation on
PAl topics
Monitoring PAI developments

Responsible Investment (RI) Forum

As an interdisciplinary forum and in the context of the
PAl strategies, the RI Forum supports the development
and regular updating of concepts for taking PAls into
account in the investment process in particular.
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