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Overview

®)

NORMS-BASED SCREENING

Companies involved in severe controversies related to
environmental, social or governance issues according
toMorningstarSustainalyticsorMSClare excluded,aswell
asallcompaniesthatarenon- compliantwiththeGlobal
StandardsScreening according to Morningstar
Sustainalytics or that fail to bealigned withthe UN Global
CompactPrinciples based on the ‘Global Compact
Compliance Research’ of MSCI and all companies that
are conduct-based excluded by the Norwegian Pension
Fund.

HUMAN RIGHTS

Companies seriously violating Human Rights are subject to a
strict policy.

WEAPONS
Controversial weapons

Any company that is involved in controversial weapon
systems is excluded. The exclusion list contains companies
involved in the development, testing, storage or
manufacture of (essential components of) controversial
weapons systems.

Conventional weapons

Anycompanyactiveinmilitary contractingorsmall armsis
excluded.Forsectorsotherthan‘Aerospace and Defence’a
threshold of 5% holds for Weapon- related and Non-Weapon-
related products and/or services related to military
contracting, aswell as for retail and distribution of small
arms. In addition, nuclear weapons are excluded as well.

TOBACCO

Any company that manufactures tobaccoproducts is
excluded,aswellasallcompaniesderiving 5% or more of
theirrevenuesfromthedistributionorretail sales of
tobacco products (including wholesale trading).

FOSSIL FUELS

Fossil fuels are excluded. Hereto, all companies in the energy
sector are excluded as well as mining companiesthat
minethermalcoal.Inaddition, only utilitiesthatstriveto
achievereliable,safeandlow- GHGenergyefficiency
electricityareeligiblefor Responsible Investing.

GAMBLING

Anycompanyisexcludedthatderives5%ormoreof its
revenue from gambling activities.
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ADULT ENTERTAINMENT

Anycompanythatobtainsatleast5%ofitsrevenue from
the production or distribution of adult
entertainment isexcluded.

FUR AND SPECIALTY LEATHER

Allcompaniesthatderiveatleast5%ofitsrevenue from
theproduction or10%ofits revenue from the sale of fur
orspecial leatherisexcluded.

SOFT COMMODITIES

KBCAMdoesnotwanttobeinvolvedinthe
speculation on food prices. Not in any investment
product.SoKBCAMwillnotinvestinfinancial
instrumentslinkedtolivestockandfood pricesin
accordance with the KBC GroupSoft Commodity Policy.

HIGHEST ESG RISK COMPANIES

CompanieswithanESGRiskScore>40areexcluded.

UNFAIR TAX PRACTICES

All companies domiciledin countries that encourage unfair
taxpractices(basedontheEUlistofnon- cooperative
jurisdictions) and that have an effective tax rate of less
than 15% (based on the latest availablefiguresorthe
averageoverthelastthree years) are excluded.

NEGATIVE IMPACT ON BIODIVERSITY

Exclusion of companies having high or severe
controversiesorwithactivitiesthathaveanegative
impact on biodiversity and that don’t take sufficient
measures to reduce theirimpact.

WATER EMISSIONS, POLLUTION AND WAST

Companies involved in severe controversies
related to water emissions, pollution or waste
(including single-use plastic packaging) are
excluded.

COMPANIES ACTIVE IN CONTROVERSIAL REGIMES

Companies involved in severe controversies related to
activities in countries with controversial regimes
are excluded.
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GENDER DIVERSITY WORST ESG RATING COUNTRIES

Companies involved in severe controversies X Countriesrankingwithinthe 10%worstoftheESG
relatedtogenderdiversityareexcluded. — scoring model areexcluded.
COUNTRIES NOT MEETING THE SUSTAINABILITY MANUAL EXCLUSION / DELIBERATION

CRITERIA AND CONTROVERSIAL REGIMES Issuers can be excluded or deliberated

It is not allowed to have any exposure to manually, on advice of the Responsible
governmentbondsofcountriesnotrespectingthe Investing AdvisoryBoard.
sustainabilitycriteria. Controversial regimesare
excluded as well. Also excluded are countries subject to
internationalsanctions.

Within Responsible Investing, the KBC Asset Management Group (‘KBC AM’) invests
systematically in issuers selected from Responsible Investing universes that have been compiledbya
teamofanalysts. Withinthescope ofthis exclusion policy,issuerscaninclude companies, governments
and government-related entities. All issuers must have been screenedonapre-determinedsetof
criteria,whicharedefinedbytheResponsibleInvesting researchteam of KBCAM ontheadvice ofthe
Responsible Investing Advisory Board. The criteriacanbegroupedintotwo categories:anegative
screeningandapositiveselection methodology. All companies, governments, government-related
entities that are included in ResponsibleInvestingfundsmusthavebeenscreenedonthebasisofall
thenegative screeningcriteriaand have metthe positive selection methodology. Inthisdocument we
describe the negative screening criteria. Please note that the positive selection methodology isdescribed
inaseparatepolicydocument (www.kbc.be>legal-information>Investment- documentation >
Investment policy for Responsible Investing funds).

Thesenegativescreeningcriteriaareapplicabletotheentire portfolio (excluding certain derivatives
thatareusedforhedgingpurposesasfurtherexplainedintheSFDRpre- contractualannexwhere
applicable)ofallfundsfollowingthe Responsiblelnvesting methodology, managedbyallentities of
KBC AMandarecompliantwiththe Paris-Aligned Benchmark exclusion criteria. For Responsible Investing
funds that invest in other Responsible Investingfunds, thenegativescreeningcriteriamustbealigned
withthenegativescreening criteriaoftheunderlyingfunds,asfarastheportioninvestedinthe
underlyingfundsis concerned. The negative screening criteria that are applicable to all
conventional and ResponsibleInvestingfunds are describedinaseparate policydocument
(www.kbc.be > legal-information > Investment-documentation > General exclusion policy for

conventional and Responsible Investingfunds).

Principal adverse impacts (PAl)

All indicators of the principle adverse impacts of investment decisions on sustainability factors (PAI,
asdefined by SFDR)asstatedin Table 1 of Annex|of Delegated Regulation (EU) 2022/1288,aswellasthe
relevantindicatorsfortheprincipleadverseimpactsofinvestments decisionsonsustainability factorsin
Tables2and3 of Annexlof Delegated Regulation (EU) 2022/1288aretakenintoaccountthroughthe
norms-basedscreeningandESGriskscorefor companies,aswellasthroughthe ESGscoreofcountries
andthroughtheexclusionof countriesnotrespectingthesustainableprinciplesaswellas
controversialregimes.
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Inadditiontothe norms-based screeningand ESG risk assessment, through the exclusionsin this policy,
the following indicators of principle adverse impacts on sustainability factors may also be considered:

e Indicator10:Violationsofthe United NationsGlobalCompact(UNGC)Principlesorthe
OrganisationforEconomic Co-operationand Development(OECD) Guidelinesfor
Multinational Enterprises

Responsible Investing funds do not invest in companies that seriously violate UNGC principles
and OECD guidelines, thus limiting the adverse effects on sustainability factors underthe ‘socialand
employee matters’ themein Table 1 of Annex| of the Delegated Regulation (EU) 2022/1288,
Indicator 10: Violations of the United Nations Global Compact (UNGC) Principles or the
Organisation for Economic Co-operation and Development (OECD) Guidelines for

Multinational Enterprises.

o Indicator 14: exposure to controversialweapons

ResponsibleInvestingfunds donotinvestincompaniesthatareactiveincontroversial weapons, thus
limiting the adverse effects on sustainability factors (under the ‘social and employee matters’
theme in Table 1 of Annex | of the Delegated Regulation (EU) 2022/1288, Indicator 14:
exposure to controversial weapons.

¢ Indicator4: exposure to companies active in the fossil fuel sector

ResponsibleInvestingfundsdonotinvestincompaniesthatareactiveinthefossil fuel sector, thus
limiting the adverse effects on sustainability factors under the ‘greenhouse gasemissions’themein
Table 1 of Annex | of the Delegated Regulation (EU) 2022/1288, Indicator 4: exposure to
companiesactivein the fossil fuel sector.

e Indicator 16: Investee countries subject to social violations

Responsible Investing funds do not invest in government bonds of countries not respecting
the sustainable principles. Controversial regimes and countries subject to international
sanctionsareexcluded as well, thus limitingthe adverse effects on sustainability factors
(Principal Adverse Impact as defined by SFDR) under the 'social (countries)'themeinTable 1of
Annex|ofthe Delegated Regulation (EU) 2022/1288, Indicator 16: Investee countries
subject to social violations.

e Indicator 7: Activities negatively affecting biodiversity-sensitive areas Responsible

Investingfundsdonotinvestincompaniesthathavehighorsevere

controversies related to Land Use and Biodiversity as well as companies with activities
thathaveanegativeimpactonbiodiversityandthatdon’ttakesufficientmeasuresto reduce their
impact, thus limiting the adverse effects on sustainability factors (Principal AdverseImpactas
defined by SFDR) underthe'social (countries)'themeinTable 1 of Annexlofthe Delegated
Regulation(EU)2022/1288, Indicator 7: Activities negatively affecting biodiversity-sensitive
areas.
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1. Norms-Based Screening

Policy

Companiesinvolvedinseverecontroversiesrelatedtoenvironmental,socialorgovernance issuesare
excluded.TheUnitedNationsGlobalCompacthasformulatedtenguiding sustainability principles
regardinghumanrights,labour, environmentandanti-corruption whicharepartofourinternal
screening.Inaddition, weassessthecompanies’involvementin violations of the International Labour
Organization’s (ILO) Conventions, the OECD Guidelines for multinationalenterprisesandthe UN Guiding
Principleson BusinessandHumanRights (UNGPs).

Definition

Acompanyisdeemedtobeinvolvedinasevere controversyifbyitsactionsitviolates the basic
sustainabilityprinciplesrelatedtoenvironmental,socialorgovernanceissues. TheUN Global Compact is
an international voluntary corporate citizenship initiative with ten guiding principles coveringthe areas of
humanrights, labour, environmentandanti-corruption.
Thesearebasedonuniversalconsensusandarederivedfrom:TheUniversal Declarationof Human Rights
(UDHR), The International Labour Organization's Declaration on Fundamental PrinciplesandRightsat
Work, TheRioDeclarationonEnvironmentand Developmentand The United Nations Convention

Against Corruption.

The ten Principles:

HUMAN RIGHTS
e Principle 1: Businesses should support and respect the protection of internationally
proclaimed human rights;and

e Principle 2: make sure thattheyare not complicitin human rights abuses.

LABOUR STANDARDS

o Principle 3: Businesses should uphold the freedom of association and the effective
recognition of the right to collective bargaining;

e Principle 4:the elimination of all forms of forced and compulsory labour;

e Principle 5: the effective abolition of child labour; and

o Principle6:theeliminationofdiscriminationinrespectofemploymentandoccupation.

ENVIRONMENT

e Principle 7: Businesses should support a precautionary approach to environmental
challenges;

e Principle8:undertakeinitiativestopromotegreaterenvironmentalresponsibility;and

e Principle 9: encourage the development and diffusion of environmentally friendly
technologies.

ANTI-CORRUPTION
e Principle 10: Businesses should work against all forms of corruption, including extortion and
bribery.
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Motivation

Companies seriously violating the basic good practices in terms of environmental, social and governance
issues, as can be exemplified by the UN Global Compact Principles, are excluded as they are
doing business in a non-sustainable way.

Methodology

Allcompanieshavinganysevere controversy(category5accordingtothe controversy research of
Morningstar Sustainalyticsor Redflagaccordingto MSCI ESG controversies data)areexcluded,aswell
asallcompaniesthatarenon-compliantwiththeGlobal Standards Screening according to Morningstar
Sustainalytics or that fail to be aligned with the UN Global CompactPrinciplesbasedonthe‘Global
CompactComplianceResearch’ from MSCI and all companies that are conduct-based excluded by the

Norwegian Pension Fund.

Companies with the second worse category on the ESG controversies screening (category 4 accordingto
thecontroversyresearchofMorningstarSustainalyticsorOrangeflag accordingto MSCI
controversiesscreening)orcompaniesthatare onthewatchlistforthe Global Standards Screening
according to Morningstar Sustainalytics or companies that are onthe watchlistforthe Global Compact
Compliance Researchaccordingto MSClwill be excludedadditionallywhenthereisconsensusonthe

followingsustainabilityissues:

e  Global Standard Screening from Morningstar Sustainalytics: Watchlist
¢  Global Compact Compliance Research from MSCI: Watchlist
e Controversies Researchfrom Morningstar Sustainalytics: Controversy score 4

e ESG Controversy Research from MSCI: Category Orange

Incaseofmissingdataononeofthesustainabilityissues,thecompanywillbeexcluded when there
is a consensus amongst the available data points.

2. Human Rights

Policy
Companies seriously violating Human Rights are subject to a strict policy.
Definition

KBCGroupcommitstorespecttheletterandthespiritoftheUnitedNationsUniversal Declaration
of Human Rights; the principles concerning fundamentalrightsinthe eight InternationalLabour
OrganisationcoreconventionsassetoutintheDeclarationon FundamentalPrinciplesandRightsat
Work;theUNDeclarationontheRightsofindigenous Peoples; the UK Modern Slavery Act and other
international and regional human rights treaties containing internationally recognised standards by
which the business sector must abide.

Motivation

Humanrightsarerightsinherenttoallhumanbeings, whateverournationality, place of residence,
gender, national or ethnic origin, colour, religion, language, or any other status. We are allequally
entitled to ourhuman rights withoutdiscrimination. Theserights are interrelated, interdependent

andindivisible.
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Methodology

KBCAM expandsthe KBC Group Policyon Human Rights (ww.kbc.com/en/corporate- sustainability>

Settingrulesandpolicies>Limitingouradverseimpact>KBCgroup Sustainability Policies>Human
Rights, UNGlobal CompactandModernSlaveryAct>KBC GroupPolicyonHumanRights)with
companiesthat,basedonaninternalscreening, have:

1. ahighorseverecontroversyscorerelatedtoHumanRights, forsubindustriesforwhich Human
Rights are considered a high or severe risk.

2. aseverecontroversy score related to Human Rights, for all other subindustries.

All companies meeting the criteria set out above as well as all companies listed on the KBC Group’s
‘HumanRightsList’ arereviewed by KBC Asset Management. Based on this revision, appropriate action
shallbetaken, rangingfromengagementtodivestmentofpositions.

3. Weapons

31. Controversial Weapons

Policy

Anycompanythatisinvolvedincontroversialweaponsystems isexcluded.Theexclusionlist contains
companies involved in the development, testing, storage or manufacture of (essential
components of) controversial weapons systems.

Definition

Controversial weapon systems cover both weapon systems which are prohibited by
international(andnational)lawandthoseforwhichthereisabroadconsensusthatthey shouldbe
banned.Theseweaponsystemsinclude: clusterbombsand sub-munitions, chemical or biological
weapons, anti-personnel mines (including Claymore mines), weapons containing depleted uranium
and white phosphorus (used in incendiary munitions and weapons).

Motivation

Weapon systems including cluster bombs and sub-munitions, chemical and biological weapons, anti-
personnel mines (including Claymore mines), weapons containingdepleteduraniumand white
phosphorus (usedinincendiarymunitionsand weapons)areconsideredcontroversialduetothe
disproportionateandindiscriminate impact of these weapons on civilian populations.

Methodology

All companies on KBC Group’s ‘Blacklist’ (ww.kbc.com/en/corporate-sustainability > Setting rules and
policies > Limiting our adverse impact >KBC group Sustainability Policies > Blacklisted
companies and activities > KBC Group Policy on Blacklisted Companies) (containing companies
involved in controversial weapons as prohibited by Belgian law + white phosphorus weapons) are

excluded.
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32. Conventional Weapons

Policy

Anycompanyactiveinmilitarycontractingorsmallarmsisexcluded. Forsectorsotherthan ‘Aerospace
andDefence’athresholdof5%holdsforWeapon-relatedandNon-Weapon- related productsand/or
servicesrelated to military contracting, as well as for retailand distribution of smallarms. In

addition, any company involved in nuclear weapons is excluded as well.
Definition

Military contracting includes military weapons, weapon systems, secondary components of weapons,
weaponrelatedservicesaswellasnon-weaponrelatedtailor-madeproducts and services. Regarding
small arms, the manufacture, distribution and retail of all weapons (assault and non-assault) or key

componentsis concerned.

Nuclear weapons related activities include the production, development and maintenance of nuclear
weapons as well as parts of nuclear weapons, both hard- or software, which are crucial for the
functioning of nuclear weapons and specifically designed for nuclear weapons and directly supplied to
the nuclear weapon producer.

Motivation
The use of weapons is controversial because it is intended to lead to casualties.

Methodology

Companiesofallsectorsarescreened onactivitiesin military contractingorsmallarms. A tolerance
level of 0% of total revenues applies for all companies involved in military contractingsmall
arms or nuclear weapons.Forsectorsotherthan‘AerospaceandDefence’athresholdof5% holdsfor
Weapon-relatedandNon-Weapon-related productsand/orservicesrelatedto military contracting, as

well as for retail and distribution of small arms.

4. Tobacco

Policy

Anycompanythat manufacturestobaccoproductsis excluded, aswellasallcompanies deriving5%or
moreoftheirrevenuesfromthedistributionorretailsalesoftobaccoproducts (including wholesale
trading).

Definition

Tobacco products comprise cigarettes, cigars, tobacco for pipes and snuff, and smokeless tobacco
products.Alsoinscopearecompaniessupplyingtobacco-relatedproductsand servicesincluding
productsthatfacilitatetheconsumptionoftobacco(suchaspipesand rolling papers), specialized
materials, specialised equipment necessary for the production of tobaccoproductsandraw materials
thatareproducedprimarilyforuseintobacco products.

Motivation

Tobaccoisexcludedbecauseoftheprovennegativehealtheffectsoftobaccoproductsfor the userandits
environment. Overtherecent past, thereisagrowingconsensusinsociety against tobacco.

8| EXCLUSIONPOLICYFORRESPONSIBLEINVESTINGFUNDS Asset

Management




Methodology

Companies of all sectors are screened on revenues from the production or distribution/retail oftobacco
productsandtobacco-relatedproducts.Atolerancelevelof0%oftotalrevenue applies to all
companies involved in the production of tobacco, including essential components, while a 10%
threshold applies to non-essential tobacco-related products/services. A5%threshold appliestothe
distributionand/orretailsaleoftobacco products(includingwholesaletrading).Datasourcesare
MorningstarSustainalytics, Bloombergand the exclusion list for tobacco companies of Norges
Bank.

5. Fossil Fuels

Policy

Fossilfuelsareexcluded.Hereto,allcompaniesintheenergysectorareexcluded as wellas mining
companiesthat minethermalcoal. Inaddition, only utilities that strive toachieve reliable, safe and low-
GHG energy efficiency electricity are eligible for Responsible Investing. An exception is made for
investments in green bonds issued by these companies which promotetheenergytransition, provided
theexclusionsoftheParis-AlignedBenchmarkare met.

Definition

Fossilfuels comprise oil, gas and coal. This includes also tar/oil sands, shale oil, shale gas and Arctic
drilling. Activities concerned are the extraction of coal, oiland gas, therefinery, storageandtransportof
oilandgasandtheinvolvementindedicatedequipment&services used forthe extraction of coal, oilor
gas. For utilitycompaniesthefocusisonthe generation of electricity through fossil fuels and on the
transport of gas.

Motivation

Oneofthechallenges wecannotignoreatthe momentis globalwarming. One ofthe most important
human contributions comes from greenhouse gas emissions by burning fossil fuels. Theneedfora
transitiontoalow-GHGeconomyisclear. Within ResponsibleInvesting, KBC AMalreadywantstotakea
stepforwardbyexcludingcompanieslinkedtofossilfuels.

Methodology

All companies of the Energy sector (MSCI classification) are excluded. These companies can directly be
linkedtofossilfuels. Itincludeslargeverticallyintegrated oilcompanies, butalso refers to refining and

transport.

Inaddition,companiesfromthemetalsand miningsectorthatmineandsellfossilfuels(coal, oiland gas)
areexcluded. Anexceptionisallowed for coal used forthe production of steel (metallurgicsteel),
becausesteel—exceptofrecycling-canonlybeefficiently produced using coal.

Each utility company must meet all of the following conditions:

e Power Generation Companies may not generate electricity based onnuclear energy,
Oil & Gas or Thermal Coal.

e Utility companies may not be involved in the transportation of gas.

Finally,companiesfromallothersectorsareexcludedthatderiveover5%oftheirturnover from
related products and/orservices.
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Data sources used are Morningstar Sustainalytics and Bloomberg.

6. Gambling

Policy

Any company is excluded that derives 5% or more of its revenue from gambling activities.
Definition

Gamblingactivitiescomprisetheownership oroperationofgamblingestablishments,such ascasinos,
racetracks, onlinegambling, bingoparloursandotherbettingestablishments. Moreover, the
manufacturing of specialised equipment used exclusively for gambling, like slot machines,roulettewheels
andlotteryterminalsareinscope,aswellassupportingproducts and services to gambling operations,

like gambling-related, customized products and servicessuchas creditlines within casinos, consulting
services, gamblingtechnologyand technology support.

Motivation

Gambling is considered controversial because it entails the risk of gambling addiction and associated

societal problems.
Methodology

Companiesofallsectorsarescreenedoninvolvementinthegamblingindustrybasedon datafrom
Morningstar Sustainalytics. Atolerancelevel of 5% holdsforrevenues fromthe ownership or operation of
gambling establishments, from the manufacturing of specialised equipmentused exclusivelyforgambling
andfromsupportingproductsandservicesto gambling operations.

7. Adult entertainment

Policy

Anycompanythatobtainsatleast5% ofitsrevenuefromthe productionordistribution of adult

entertainment isexcluded.
Definition

Adultentertainmentincludestheproductionofadultentertainmentmediasuchasmovies and
televisionprograms,magazinesandadultwebsites.Moreover,theownership or operation of strip
clubs, topless bars and other types of adult entertainment establishments isinscope, asisthe
distribution ofadultentertainment materials (rental, sale ordistribution of adult materials or direct
distribution of pay-per-view adult channels and movie channels withadultcontentthroughthe

internet,cellulartelephones,satelliteandbroadcast television).
Motivation

Adult entertainment is controversial because of the inherent risk of human rights violations and

exploitation of vulnerable persons.
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Methodology

Companies generating 5% or more of their revenue from adult entertainment are excluded based on data
from Morningstar Sustainalytics. This includes the production of adult entertainment, owning and
operating of adult entertainment establishments as well as the distribution of adult entertainment

materials.

8. Fur and SpecialtyLeather

Policy

Allcompaniesthatderiveatleast5% ofitsrevenuefromtheproductionor10% ofitsrevenue from the

sale of fur or special leather is excluded.
Definition

Furandspecialtyleatherincludesproductsmadefromanimalsthataresolelyhuntedor bred for
theirskin orfur (e.g. mink farmsfor fur, crocodile hunts for leather).

Motivation

Furandspecialtyleatheriscontroversialasitthreatensthesurvival ofcertainspeciesand mayprovide

unnecessary animalsuffering, while alternativesare available.
Methodology

Companiesgenerating5%ormoreoftheirrevenuesfromtheproductionor10%ofits revenues
fromthesaleoffurorspecialleatherbasedondatafromMorningstar Sustainalytics are

excluded.

9. Soft Commodities

Policy

KBC AM does not want to be involved in the speculation on food prices. Not in any investment
product.SoKBCAMwillnotinvestinfinancialinstrumentslinkedtolivestockand food prices in
accordance with the KBC Group Soft Commodity Policy (ww.kbc.com/en/corporate-sustainability

> Setting rules and policies > Limiting our adverse impact >KBC group Sustainability Policies >
Blacklisted companies and activities > Soft Commodity Policy).

AR 10. Highest ESG Riskcompanies
1/

Policy

Companieswithasevere ESGRiskScore, measuredasanESGRiskScore>40accordingto datafrom our

data provider Morningstar Sustainalytics, are excluded.

The ESGRiskScoreisameasure oftheunmanaged ESGRisk presentinthecompany. The ESGriskscore
forcompaniesmeasuresthedifferencebetweenacompany'sexposureto ESGrisksrelevanttoits
sectorandtheextenttowhichacompanycoverstheserisks. The
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loweracompany'sESGriskscoreisonascaleof0to 100, thelesssustainability riskis present in the
company.

11. Companiesdomiciledin countries with unfairtax practices

Policy

Allcompaniesdomiciledincountriesthatencourage unfairtaxpractices (based onthe EU list of non-
cooperativejurisdictions)and that have an effective taxrate of lessthan 15% (basedonthelatest
availablefiguresortheaverageoverthelastthreeyears)areexcluded.

TheEUlistofnon-cooperativejurisdictionsfortaxpurposesisatoolthatlistsnon-EU countries that
encourage abusive tax practices, which erode member states' corporate tax revenues.

Methodology

DatafromBloombergisusedtodeterminewherecompaniesaredomiciled. Ifthisshowsthat the
companyisdomiciledinacountrythatencouragesunfairtaxpractices,itwillbe excluded if:

o Theeffectivetaxrate(basedonBloomberg)islowerthan15% (basedonthelatest available
figures orthe average overthe last three years), or
e No effective tax rate (based on Bloomberg) is available ("no data").

12. Companies having a negative impact on Biodiversity

Policy

AllcompanieswithhighorseverecontroversiesrelatedtoLand Useand Biodiversityaswell as
companies withactivitiesthathaveanegativeimpacton biodiversity,includingfossil fuelsand fur &
special leatherasdescribed earlier,and don’t take sufficient measuresto reduce their impact are
excluded.

Methodology

AllcompanieswithahighorseverecontroversyscorerelatedtoLandUseandBiodiversity, for
subindustriesinwhichthetopicisconsideredahigh orsevereriskaswellascompanies with a severe
controversy score related to Land Use and Biodiversity for all other subindustries are
excluded. In addition, all companies with a severe controversy score related to Land Use and
Biodiversityintheirsupply chain are excluded.

Inaddition,allcompanieswithactivitiesthathaveanegativeimpactonBiodiversityanddo nottake
sufficient measurestoreducetheirimpactareexcluded. Thiswould concernthe following:

e AllcompaniesoperatinginFishingthatarenotmembersoftheAquaculture
Stewardship Council(ASC) orthe Marine Stewardship Council (MSC);

e AllcompaniesoperatinginPalmOilFarmingthatarenotmembersofthe
Roundtable on Sustainable Palm Qil (RSPO);

e All companies operating in Soybean Farming that are not members of Roundtable on
Responsible Soy (RTRS);
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e AllcompaniesoperatinginBeefCattleRanchingFarmingthatdonotmeeta stringent
adhocscreening by the Responsible Investing Team;

o AllcompaniesoperatinginCocoaFarmingthatarenotcertifiedbytheRainforest Alliance;
and

o AllcompaniesoperatinginSugarcaneFarmingthatarenotmembersofthe Bonsucro.

13.Water emissions, pollution and waste

@J Policy

Companies involved in severe controversies related to water emissions, pollution or waste (including
single-use plastic packaging) are excluded.

Methodology

All companies having any severe controversy (category 5 according to the controversy research of
Morningstar Sustainalytics or Red flag according to MSCI ESG controversies data) related to water
emissions, pollution or waste, including single-use plastic packaging, are excluded.

14. Companies activein countries with controversial regimes

Policy

Companies involved in severe controversies related to activities in countries with controversial regimes

are excluded.
Methodology

Allcompanieshavinganyseverecontroversy(category5accordingtothecontroversy research of
Morningstar Sustainalytics or Red flag according to MSCI ESG controversies data)relatedtoactivitiesin
countrieswith controversialregimesareexcluded.

15. Gender and Diversity

Policy
Companies involved in severe controversies related to gender and diversity are excluded.
Methodology

Allcompanieshavinganyseverecontroversy (category 5 accordingtothecontroversy researchof
MorningstarSustainalyticsorRedflagaccordingtoMSCIESGcontroversies data) related to gender
and diversity are excluded.

16.Countries not meeting the sustainability criteria and
Controversial Regimes

Policy
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Exposuretogovernmentbondsofcountriesthatdonotmeetoursustainabilitycriteriaisnot allowed.
Thesesustainability criteriadepend ontheregionalfocus of the sovereignbond fundandtheincome
leveloftheeconomyofthecountry.Controversialregimesare excludedaswell. Alsoexcludedare
countriessubjecttointernationalsanctions.

Definition
ForallResponsiblelnvestingfundsandallcountries,countriesthatunderperformonthesix
WorldwideGovernancelndicatorsofthe World Bankfailthesustainabilitycriteria.
The six Worldwide Governance Indicators are:

Voice and Accountability

Political Stability and Absence of Violence/Terrorism
Government Effectiveness

Regulatory Quality

Rule of Law

AN A S o o

Control of Corruption

In addition, all countries that meet one or more of the following 10 exclusion criteria are also not
satisfying the sustainability criteria. These criteria shall however not apply to countries in which
Responsible Investing Emerging Markets funds have invested, and which are classified by the World
Bank as low or middle income economies.

Fortheavoidanceofdoubt, thisexceptionalsoappliestoResponsibleInvestingfundsthat havean
investmentintheaboveEmergingMarketsfundsintheirinvestmentportfolio,limited to the portion of
theinvestmentin these specific Emerging Markets funds.

e Countries that have not ratified or have notimplemented in equivalent national
legislation:
1. theeightfundamentalconventionsidentifiedinthelnternationalLabour
Organisation’s declaration on Fundamental Rights and Principlesat Work
2. atleasthalf of the 18 core International Human Rights Treaties
e Countries which are not party to:
3. the Paris Agreement
4. the UN Convention on Biological Diversity
5. the Nuclear Non-Proliferation Treaty
e Countries:
6. with particularly high military budgets (>4% GDP)
7. considered ‘Jurisdictions with strategic AML/CFT (AML=anti-money laundering,
CFT=combatting the financing of terrorism and proliferation) deficiencies’ by the FATF
8. with less than 40/100 on the Transparency International Corruption Perception Index
9. qualifiedas ‘Not free’ by the Freedom House 'Freedom in the World’-survey
10. with the death penalty legal and in use.

Controversial regimes are defined as regimes fundamentally violating human rights, lacking anyform of
goodgovernance,ruleoflawandeconomicfreedomand/ordealingwithahigh level of corruption.
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Motivation

KBCAM doesnotwanttofinanciallysupportcountriesandregimes for whichthere are sustainability
concerns. For companies with strategic activities in countries with the most controversial regimes there is
arisk that they financially support the authoritarian regime.

Methodology

Countriesare excluded fromthe governmentbondinvestmentsifthey meetone ofthe following
exclusion criteria, based on the 6 Worldwide Governance Indicators (WGI) of the World Bank:

o TheaverageWGI-scoreofthecountryislowerthanthemedianoftheaverage WGI- score of all
low and middle income economies
Thecountry doesscorelessthanthe median ofthe lowestscoring WGl of all of low and middle
incomeeconomiesonasingle WorldGovernancelndicatorIinadditionall countriesthat meet
oneormoreofthefollowing 10exclusioncriteriaarealsoexcluded. Thisexclusionshallhowever
notapplytocountriesinwhichResponsibleInvesting Emerging Markets funds haveinvested, and
whichareclassified bythe World Bankas lowormiddleincomeeconomies. Fortheavoidanceof
doubt,thisexceptionalsoapplies toResponsibleInvestingfundsthathaveaninvestmentinthe
aboveEmergingMarkets fundsintheirinvestmentportfolio, limitedtotheportionofthe
investmentinthese specific Emerging Marketsfunds.

o Countries that have not ratified or have not implemented in equivalent national
legislation:
1. theeightfundamentalconventionsidentifiedinthelnternationalLabour

Organisation’s declaration on Fundamental Rights and Principlesat Work

2. atleast half of the 18 core International Human Rights Treaties

e Countries which are not party to:
3. the Paris Agreement
4. the UN Convention on Biological Diversity
5. the Nuclear Non-Proliferation Treaty

e Countries:

6. with particularly high military budgets (>4% GDP)

7. considered ‘Jurisdictions with strategic AML/CFT (AML=anti-money laundering,
CFT=combatting the financing of terrorism and proliferation) deficiencies’ by the FATF
with less than 40/100 on the Transparency International CorruptionPerception Index
qualified as ‘Not free’ by the Freedom House 'Freedom in the World’-survey

10. with the death penalty legal and in use.

Moreover,basedontheinputofwell-recognised externalsources,internalresearchranks
countrieshasedon measureslikecivilliberties, politicalrights,political stability and corruption. Regimesin

thebottom50%ofthisrankingarealsoexcludedforgovernmentbond investments.

Countries subject to international sanctions are excluded as well.
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17. Worst-in-Universe ESG ScoreCountries

X
Policy

Countries ranking in the 10% worst of the ESG scoring model are excluded.

Countriesare evaluated ongeneralenvironmental, socialandgovernancethemes. To calculatethe
ESGscore,eachcountryisassessedagainstfivegroupsofcriteria,whichare equally weighted:

overall economic performance andstability;
socio-economic development and health of the population;
equality, freedom and rights of the population;
environmental performance and ecological footprint;

LA o

security, peace and internationalrelations.

TheESGscoreforcountriesassesseshowwellthegovernmentpolicyofcountriesperformsin terms of
ESG.ThehighertheESGscoreforacountryonascaleofO0to100,themoreitis committed to
sustainable development. Within the model, developed and emerging markets are combined in order
to have a global scoring.

18.Manual Exclusion /Deliberation

Policy

OntheadviceoftheResponsibleInvestingAdvisoryBoard, therecanbead-hocexclusions or
deliberationsforissuers. Allmanualexclusions ordeliberations willbe presentedto the Responsible
InvestingAdvisoryBoard meetingandare-evaluationoftheexcludedissuers takes placeannually. The
Responsible Investing Advisory Boardisanadvisorybody. Any issuersthataremanuallyexcludedor
discussedwillalsobesubmittedtoKBCAM's Financial Risk Committee forapproval.
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Thisreportcontainsinformation (the “Information”)sourcedfrom MSClinc., its affiliates orinformation providers
(the “MSClParties”)andmayhavebeenusedtocalculatescores, ratingsorotherindicators. The Information is for
internaluse only, and may not be reproduced/redisseminated in any form, or usedasabasisfororacomponentof
anyfinancialinstrumentsorproductsorindices. TheMSCI Parties do not warrantor guaranteethe originality,
accuracyand/orcompletenessof any data or Information herein and expressly disclaim all express or implied
warranties, including of merchantability andfitnessforaparticularpurpose. Thelnformationisnotintendedto
constituteinvestmentadviceor arecommendationto make (orrefrainfrommaking) anyinvestmentdecisionand
maynotbereliedon assuch, nor should it be taken as anindication or guarantee of any future performance,
analysis, forecast or prediction. None of the MISCI Parties shall have any liability for any errors or omissions in
connectionwithanydataorinformationherein,oranyliabilityforanydirect, indirect, special, punitive, consequential
oranyotherdamages (including lost profits) even if notified of the possibility of such damages.

Copyright ©2025 Sustainalytics,a Morningstarcompany. Allrightsreserved. The information, data, analyses and
opinions contained herein: (1) are the property of Sustainalytics and/or its content providers;(2) maynotbe
copiedordisseminatedexceptwithexpresspermission;(3)donotconstitute investment advice orendorsementofany
product, project, investmentstrategyor consideration of particularenvironmental, socialorgovernanceissuesas
partofaninvestmentstrategy;(4)are providedforinformationpurposesonly;and(5)arenotguaranteedtobe
complete,accurateortimely. The ESG-relatedinformation, methodologies, tools, assessments, dataand opinions
containedor reflectedhereinarenotdirectedatorintendedforuseordisseminationtolndia-basedclientsorusers and
their disseminationtoIndia-based personsorentitiesis not permitted. Neither MorningstarInc., Sustainalytics nor
their content providers accept any liability for the use of the information, nor for actionsofthirdpartiesinrelationto
theinformation,noraretheyresponsibleforanytrading decisions, damagesorotherlossesin connection withthe
informationoritsuse. Useofthedataissubject tothe termsand conditions whichareavailable at
https.//www.sustainalytics.com/legal-disclaimers.

This document is a publication of KBC Asset Management NV (KBC AM). The information may be changed
without notice and offers no guarantee for the future. Nothing in this document may be reproducedwithoutthe
prior,express, writtenconsentof KBCAM. Thisinformationisgovernedbythe laws of Belgium and is subject to

the exclusive jurisdiction of its courts.
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