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WHEB’s investments are made with the intention of delivering

a positive social or environmental impact. For the past seven
years we have sought to quantify the positive impact that

is associated with each of our investments and with the
strategy as a whole. In previous years we have collected this
data ourselves and then had it reviewed by an independent
consultant. This year we have instead chosen to source
impact data through a third party.™ Entirely independent

of WHEB, this group collects and/or estimates the positive
impact data associated with the products and services sold
by companies held in WHEB’s strategy. While data is broadly
equivalent, we have nonetheless restated the impact figures
for 2021 in Figure 11 to make them more directly comparable
to this year’s numbers.

Selection of impact metrics

The impact metrics reported on the next page have been In 2022, overall assets under management were down
selected based on the theory of change that we have on the previous year which reduced the positive impact
identified for each investment and the relevant UN Sustainable  associated with the strategy as a whole. Figure 11 on the
Development Goal (SDG) that this is related to (see Figure 8). next page provides details on the year-on-year comparison
Each indicator is aligned with the relevant SDG as well as of the total impact of the strategy from 2021 to 2022.

with other commonly used metrics such as IRIS+."®

' https://www.netpurpose.com/
6. |RIS+ is a set of indicator metrics developed by the Global Impact Investing Network (GIIN) (https://iris.thegiin.org/).

Figure 11: Impact associated with WHEB’s investment strategy (2022)

Indicator

2021 2022

Explanation

Assets under Management (AulM)

£1.6bn £1.4bn

Lower AuM contributed to a
decrease in impact figures across
the strategy.

CO_e avoided (tonnes)

331,000

Decrease also due to the sale of
Wabtec (Sustainable Transport).
CO,e avoided per £1m invested
fell from 231tCO e in 2021

to 201tCO,e.

Renewable electricity generated (MWh)

431,000

AuM decline partially offset by new
Cleaner Energy investments. MWh per
£1m invested increased from 301MWh in
2021 to 314MWh in 2022.

Waste recycled (tonnes)'®

Increased investment in Smurfit Kappa
and the addition of Tomra to the portfolio
boosted tonnes of waste recycled. Waste
recycled per £1m invested increased from
121019 tonnes.

Water treated (litres)

10.7bn

Substantial decline due to reduced sales
by Xylem of water treatment equipment.

Water saved (litres)

0.8bn

Increased due to higher contribution
from Xylem’s smart meters. Per £1m
invested, water saved increased from
550k litres in 2021 to 1.1m litres saved
in 2022.

No. of people benefiting from
improved healthcare

397,000

17,000 ‘

Sale of Cerner dramatically reduced
numbers of people benefiting

from healthcare. COVID tests no
longer reported.

No. of people with improved well-being"

67,000 80,000

Increased due to inclusion of data from
Sonova (hearing aids) and MSA Safety
(equipment for workplace safety).

Education (no. of days)

266,000 104,000

Sale of Strategic Education reduced
exposure to education.

USS of R&D enabled®

$29,350,000

New metric covering money spent on
R&D equipment and services supplied
by WHEB portfolio companies to develop
positive impact products and services.

Enterprise impact: How our investments contribute to sustainability



The Impact Calculator

Figure 12: The positive impact associated with owning
&£1m in the strategy in 2022

In addition to the total impact associated with the
strategy, we also report data on the positive impact
that is associated with £1m invested in the strategy
(see Figure 12). Figures associated with each of
WHEB’s investment funds is available on our website.
This includes an interactive version of this calculator,
which has been updated with 2022 data and is
available in different currencies. impact.whebgroup.
com/impact-calculator/

As we have previously stressed, these reported impacts
cannot be equated with the personal impacts that we

all have through our own daily activities. You cannot, for
example, offset the negative impacts associated with an
airline flight with an investment in WHEB’s strategy. This

is because the positive impact that is reported here is
ultimately owned by the end user of the product or service
in question, not by the investor in WHEB’s strategy.

Even the companies we invest in do not themselves
own this impact. Vestas, for example, does not ‘own’

the avoided carbon emissions associated with its wind
turbines. Instead, the avoided emissions are correctly
attributed to the end consumer of the renewable energy
that is generated by the wind turbines. While the impact
is not owned by the investor, by investing in Vestas, the
WHEB strategy is clearly aligned with — and part of the
supply chain that enables - this positive end impact.
This is why we report this impact as ‘associated’ with
the investment strategy.

' Based on a weighted average global carbon price of US$47.89 per tonne.

Resource Efficiency

Avoiding

201 tonnes

of COse emissions.

Equivalent to the energy use of 70 average
European residential homes for one year and
saving £7,950 in avoided carbon costs.?'

\

N

Education

Students receiving

/7 days

of tertiary and vocational education.

22 Based on a landfill tax of £98.60 per tonne of waste, which is equivalent to the UK’s landfill tax in 2022.

Cleaner Energy

Generating

314 MWh

of renewable energy.

Equivalent to the annual energy use of
21 European households.

Water Management

Saving

1.Amillion

litres of water.

Equivalent to the water
used by 18,020 showers.

Well-being

Providing

60 people

with improved well-being.

Water Management

Treating

2.8 million

litres of wastewater.

Equivalent to the total annual wastewater
generated by 27 European households.

R&D

S18miillion

spent on R&D equipment and
services supplied by WHEB portfolio
companies to develop positive
impact products and services.

Enterprise impact: How our investments contribute to sustainability



The positive impact associated with the products and
services of investee companies is a critical focus of our
impact reporting. It is central to the investment case for
each holding in the WHEB strategy and is the focus of our
Impact Engine (see Section 2).

However, this is only a partial picture. AImost all products
and services also have some negative impacts that need

to be acknowledged and mitigated. As part of our impact
analysis, we capture information on the key negative impacts
associated with products and services supplied by investee
companies. In many cases, these impacts are not routinely
acknowledged by the companies themselves. Where they
are acknowledged, they are typically described qualitatively.
It is rare for companies to have developed clear management
plans and targets on negative impacts associated with their
products and services. The only exception is reporting of
greenhouse gas (GHG) emissions associated with product
use. There are two main types of negative impacts that we
consider: product-in-use impacts and end-of-life impacts.

Product-in-use impacts

Across the portfolio there are a variety of negative impacts
associated with the use of products and services provided
by companies held in the strategy. These can include
negative health or social impacts from faulty medical
devices or the impact on employment from greater
automation. One issue that we have focused on in 2022
has been the manufacture of hazardous chemicals by
portfolio companies. We are working with these companies
to encourage them to reduce the number of hazardous
chemicals they use and the number of applications they
are used in. According to the NGO ChemSec, the three
companies that we own that manufacture hazardous
chemicals are scored in the top half of their ChemScore
analysis.?> Two out of three have shown year-on-year
improvements in their scores. We are engaging with all
three to encourage further progress.

Over a third of the companies held in WHEB’s strategy
supply electrical equipment including automation
equipment, components for electric vehicles, software
tools, and heating, ventilation and air conditioning (HVAC)
equipment. We invest in these businesses because their
products and services avoid the emissions associated

with less-efficient equipment. However, they still collectively
use a lot of electricity, which in turn is linked with significant
GHG emissions. As we report in our NZC report (see page
34), Scope 3 emissions (which include emissions from

the use of products) increased dramatically this year, due
to the inclusion of Trane Technologies and because of
fuller reporting of Scope 3 emissions. Trane Technologies
and Daikin Industries, both major HVAC manufacturers,
together report Scope 3 emissions of over 600mtCO_e.
While emissions would otherwise have been even higher
without Trane and Daikin’s products, Scope 3 emissions are
nonetheless increasing year-on-year and clearly represent
a major challenge.

2. The three companies are DSM, Ecolab and Linde. Further details on the scores are available at https://chemscore.chemsec.org/reports/

End-of-life impacts

Given the focus on electrical equipment, a related challenge
is the need to address electrical waste at the end of a
product’s life. This is a topic that we raise with portfolio
companies and which represents an area of increasing
focus for our engagement. Some companies are already
well advanced in their response to this challenge. First
Solar, for example, recycled 42,000t of solar modules that
had reached the end of their lives, up from 36,000t in the
previous year. Vestas also announced in early 2023 that
they have developed a new solution that will enable them
to recycle the materials used in their wind turbine blades
and reuse these materials in new blades. Previously, wind
turbine blades have had to be incinerated or landfilled.?*

Other companies are reporting progress as well. For
example, a key issue that we have engaged HelloFresh on
has been the use of plastic packaging in their meal kits.
In 2022 the company announced that they have reduced
packaging weight by 12% and that plastic packaging per
meal fell by 34%.%

Mitigating product impacts

These types of negative impacts, along with more systemic
impacts, remain a key focus of our engagement activities.

It is clear that individual companies are making progress on
specific issues, but it is still difficult to access comprehensive
data to provide a clear picture of overall trends. This is an
area that we will continue to work on and we hope to provide
clearer reporting in the future.

WHEB

Environmental, social and governance (ESG) performance

Alongside the impact delivered through the products and
services supplied by companies in the WHEB strategy, we
also report here on the ESG profile of portfolio companies.
The ESG issues documented here relate primarily to issues
associated with company operations.

We utilise our own research frameworks to analyse ESG
performance and do not rely on any third-party ESG ratings
provider.2® Over the past four years we have taken an ESG
‘snapshot’ of the portfolio at the end of each year across 15
ESG factors. We use data supplied by Impact Cubed for this
purpose which is based on actual outcome data rather than
on an assessment of company policies or declarations. The
chart in Figure 13 compares the strategy’s profile against
that of the MSCI World, the strategy’s principal benchmark.
Stronger performance is shown as the lines reach closer to
the outside of the diagram.

With a five-to-seven-year holding period, the overall shape of
the strategy does not typically change dramatically year-on-
year. This remains the case this year (see Figures 13 and 14).
The proportion of the strategy invested in companies creating
environmental and social good, according to Impact Cubed’s

definitions, has marginally increased this year, although it is
substantially below the levels we believe are exposed to these
areas. According to our own more detailed assessment, we
believe that 100% of the strategy is invested in companies that
deliver positive social or environmental impact.?” The strategy’s
exposure to companies creating social or environmental harm
has been entirely stable over the four years when we have
done the analysis, at 0% in each category.

Compared to the MSCI World, the strategy performs
dramatically better than the index on the product and
service-related measures in Impact Cubed’s analysis. This

is consistent with the objective of the strategy. In addition,
we are pleased that the broader ESG profile is also ahead

of the benchmark on 9 of the 11 other dimensions. Scope 3
GHG emissions are, as expected, behind the benchmark due
to investments in Trane Technologies and Daikin Industries,
as explained on the previous page. Gender diversity is also
behind, although much improved year-on-year: from 22% of
board and senior management positions filled by women in
2021 to 26% in 2022. Both of these dimensions reflect the
strategy’s sectoral biases towards industrial and technology
focused businesses which typically employ fewer women.

% https://www.yvestas.com/en/media/company-news/2023/vestasunveils-circularity-solution-to-end-landfill-for-c3710818
. https://ir.hellofreshgroup.com/download/companies/hellofresh/Annual%20Reports/ENG_ HelloFresh__Non-Financial_Report_2022.pdf
2. We have been critical of the use of ESG ratings. For example see https://www.whebgroup.com/wheb-insights/esg-ratings-a-quickfix-or-a-bodged-job/
2 Impact Cubed’s definition of positive impact products and services is necessarily high-level and based on a company’s aggregate revenue streams.
In contrast, WHEB’s analysis is more granular and based on an analysis of a company’s actual activities.

Enterprise impact: How our investments contribute to sustainability



Figure 13: ESG profile of WHEB’s investment strategy
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Figure 14: ESG performance WEIGHTED AVERAGE CARBON INTENSITY

Absolute change (voy) 71 tonnes CO_e/S$1m "
Proportion of data reported % 2 82%
of revenue
SCOPE 3 CARBON EFFICIENCY WASTE EFFICIENCY
1,515tCO,e/$1m 4 ex 9.57tonnes/ 60%
of revenue $1m of revenue
WATER EFFICIENCY GENDER EQUALITY
2,000m: of fresh 4+ s 26% ofboardand top 05%
water/$1m of revenue management positions
are occupied by women
EXECUTIVE PAY BOARD INDEPENDENCE
66X ratio of executive- 4 e 79% of board members 07%
level pay to employee pay are independent
ENVIRONMENTAL GOOD SOCIAL GOOD
32% of portfolio invested wox  30% of portfolio 100%
in environmental solutions allocated to help
alleviate social issues
AVOIDING ENVIRONMENTAL HARM AVOIDING SOCIAL HARM
0% of portfolio in wox 0% of portfolio in -
environmentally industries that aggravate
destructive industries social issues
ECONOMIC DEVELOPMENT AVOIDING WATER SCARCITY
$45,000 - median income wox 2.9 —Geographic 100%
of portfolio-weighted water use®
geography of economic activity®®
EMPLOYMENT TAX GAP
5.8% — Unemployment in 4 0% 3% -estimated % of tax 100%

portfolio-weighted area
of economic activity

avoided by corporate
tax mitigation schemes

2 A lower figure demonstrates that the portfolio is more exposed to activities in lower income communities.
2% Based on the World Resources Institute scale of 0-6 from most to least water scarce areas.
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Net zero carbon (NZC) report

What is it?

NZC means cutting all GHG emissions to as close to zero as
possible, with any remaining emissions reabsorbed from the
atmosphere, by oceans and forests for instance.*

Why does it matter?

In order to avoid the worst impacts of climate change and
maintain a liveable planet, global temperature increase needs
to be limited to 1.5°C above pre-industrial levels. The earth’s
atmosphere is already about 1.1°C warmer than it was in the
late 1800s, and emissions continue to rise.

Investing in solutions to climate change

How does WHEB’s strategy contribute to NZC?

Five of WHEB’s investment themes are focused on
companies that sell products or services that enable other
parts of the economy to reduce GHG emissions and/or adapt
to inevitable climate change. This includes companies that
manufacture renewable energy equipment, components for
battery electric vehicles, heat pumps and other technologies
that improve energy efficiency and reduce resource use.

Figure 15: WHEB’s investment themes that are focused on reducing GHG emissions

Cleaner Energy

Sustainable Transport Resource Efficiency

Z

Environmental Services | Water Management

- Solar power - Bus, rail & bicycles

- Cleaner energy - EVinfrastructure

infrastructure - Efficient
manufacturing

- Energy-efficient

- Wind power -EV products
- Efficient buildings

- Environmental - Efficient water use
consulting &

monitoring

- Wastewater treatment
& water provision
— Sustainable materials

- Pollution control

- Circular economy

Together these companies help avoid GHG emissions. We aggregate the annual positive impact of these products and
services, and in 2022, owning £1m in WHEB’s investment strategy was associated with:*'

Cleaner Energy

Generating

314 MWh

of renewable energy.

Equivalent to the annual energy use of
21 European households.

Resource Efficiency

Avoiding

201 tonnes

of COse emissions.

Equivalent to the energy use of 70 average
European residential homes for one year and
saving £7,950 in avoided carbon costs.

0. Net zero carbon is different to carbon neutral for example because carbon neutral can cover a defined part of business operations and typically accounts
only for CO, emissions, but not other greenhouse gases. Net zero on the other hand means that a company reduces all greenhouse gas emissions across

its whole supply chain.
31.

Further detail on these figures is available in section 3. Investors in WHEB's strategy are aligned with these impacts by investing in companies that form

part of the crucial supply chains that manufacture these products and provide these services. WHEB’s investments contribute to the attainment of the
impact, however, they are not solely responsible. The impact is therefore referred to as “associated”.

10 WHEB

Portfolio greenhouse gas (GHG) metrics

Approximately 60% of WHEB'’s investments provide solutions
to climate change. At the same time, all the investments in
the strategy generate GHG emissions in their day-to-day
operations. We work with the management of our investee
companies to encourage them to set demanding NZC targets
and then to assess these targets and monitor the absolute
CO,e reductions across the portfolio on an annual basis.

Many of WHEB’s portfolio companies have announced

commitments to achieving NZC emissions. Over 90% of
portfolio companies with targets have already had these
approved - or are committed to having them approved -

by the Science Based Targets initiative (SBTi). We plan to
further scrutinize the credibility of these targets in 2023.

Furthermore, the thematic structure of our strategy means
that since the inception of the current investment strategy
in 2012 we have been entirely absent from parts of the
economy such as fossil fuel exploration and production that
are most at risk from a transition to a NZC economy.

The data over the past three years across Scopes 1-3 for the
FP WHEB Sustainability Fund is reported in Figure 16 below.

Figure 16: Portfolio carbon emissions 2020-2022

Indicator 2020 2021

2022 Explanation

Scope 132+2% carbon total
emissions (tCO_e)

Small increase in financed emissions
due to selling lower-emitting companies

Total amount of carbon that 38,038 40,680 in 2022 and investing in more energy-

is associated with WHEB’s . intensive companies. Of companies held
investments in portfolio over 2021 and 2022 we saw an average
companies. increase in Scope 1+2 emissions of 4.7%.
Carbon footprint Slight increase due to increase in scope
(tCO,e/£1m invested) 1 and 2 financed emissions, and small
Total carbon emissions for a 24 30 decrease in assets under management.
portfolio normalised by the .

market value of the portfolio.

Carbon intensity Because sales increased faster than
(tCOe/&1m sales) emissions we saw an average decrease
Measure of average carbon 95 65 in carbon intensity at company level of
intensity of investee P 4.45tCOe.

company operations.

Weighted average carbon Companies which showed the greatest
intensity (tCO,e/£1m sales) 87 improvement in carbon intensity were

Measure of a portfolio’s
exposure to carbon-intensive
companies by including the
portfolio weighting in carbon-
intensive companies.

DSM, Silicon Laboratories and ICON.

Scope 334 carbon emissions
(tCO,e/£1m sales)

Measure of the carbon
intensity of the whole

value chain (incl. product)
emissions.

Our investment in Trane Technologies
was the main cause of the year on
year increase, contributing to 50% of
WHEDB'’s financed scope 3 emissions.
The remainder of the increase comes
from more companies reporting more
categories for scope 3.

%2 Scope 1 emissions covers emissions from sources that an organisation owns or controls directly.

3% Scope 2 emissions includes emissions that a company causes indirectly (i.e. buying electricity).

34 Scope 3 emissions are emissions that are not produced by the company itself, and not the result of assets owned or controlled by them.
Scope 3 emissions include all sources not within scope 1 and 2 including emissions from all products still in use.

Enterprise impact: How our investments contribute to sustainability
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Figure 17: Top five emitting companies within WHEB’s strategy (financed emissions)

TOP 5 EMITTERS % OF SCOPE 1+2 NZC TARGET DATE SBTI®®
FINANCED EMISSIONS?®
Linde 28.10% Net zero by 2050 Yes
Smurfit Kappa 27.39% Net zero by 2050 Yes
J.B. Hunt Transport Services 9.23% No target set N/A
First Solar 4.36% Net zero by 2050 Yes
Advanced Drainage Systems 3.84% N/A Yes®

Portfolio Scope 1 and 2 emission targets and reductions®

The Scope 1 and 2 emissions associated with WHEB’s
investments (known as financed emissions) can change in

two ways. First, investing in and divesting from companies will
change the total tonnes of CO e associated with the strategy.
For example, in 2021 we sold China Everbright Environment
Group, which dramatically reduced our financed emissions.
The second way is through actual real-world changes in annual
emissions from portfolio companies. Our reporting is intended
to reveal both of these dynamics, as shown in Figure 19.

In 2022 financed emissions remains well ahead of target.
Actual emissions, however, ticked up 4.7% year-on-year.

Figure 18 also shows the extent to which portfolio companies
have set and published NZC targets and/or absolute emission
reduction targets. In 2022, three years earlier than originally
expected, we achieved our original target of having more than
50% of portfolio companies committed to NZC by 2050.
Consequently, we have set a new target to have 85% of portfolio
emissions covered by a NZC target by 2025 and 100% by 2028.

Figure 18: WHEB portfolio NZC targets®®

120%
NZC (old target)
100% NZC (progress)
Old target and progress based on
- 80% proportion of portfolio holdings
E
g 60%
S ? = e e NZC (new target)
o
E New target based on proportion
= 40% of GHG emissions*°
e
kel
8  20%
a
0% Se-=d

2019 2021 2023 2025 2027

2029

5 ‘Financed emissions’ refer to the emissions associated with WHEB’s specific level of investment in the investee company.

36 Science-Based Targets Initiative: https://sciencebasedtargets.org/

7 Advanced Drainage Systems have committed to having a near-term target approved by SBTi.
38 We have not yet set a scope 3 emission target as the data is still too incomplete. We plan to keep this under review with a plan to set a target once data is

more complete.

3% The chart purely relates to the commitments companies have made, not actual GHG reductions.

“%- The new target is focused on the actual carbon emissions from the strategy (financed emissions) rather than the proportion of investments covered.
This target will be more volatile as it depends on the enterprise value of the portfolio company, as well as the value of WHEB’s investment in the company,
both of which are constantly changing. Consequently, we use a rolling 12-month average of the financed emissions data point to provide a clearer trend.
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Figure 19: WHEB portfolio emission targets & reductions*

120%
100% L/
80% X
60% .

40%
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4

20%
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UN target

WHERB Portfolio target
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Figure 20: WHEB’s portfolio carbon reduction targets

TARGET

85% of financed Scope 1+2 emissions covered by a NZC target of 2050 or sooner
100% of financed Scope 1+2 emissions covered by a NZC target of 2050 or sooner

15% reduction in absolute portfolio emissions (compared to a 2019 baseline)

7.6% portfolio company level absolute reductions year-on-year*?

50% reduction in portfolio carbon emissions (compared to a 2019 baseline)*

100% reduction in portfolio carbon emissions (compared to a 2019 baseline)

TARGET YEAR

2025

2028

2025

2030

2030

2050

Fourteen companies in the strategy have not yet set a NZC target or an absolute emission reduction target. 13 of these
together account for less than 4% of the strategy’s total Scope 1 and 2 carbon emissions. The fourteenth is J.B. Hunt which
accounts for just under 10% of total emissions. The company remains a key target for further engagement on this topic.

Memberships and affiliations

WHEB works with several investor coalitions to
collaboratively engage companies, policymakers

and standard setters to accelerate progress on
decarbonisation. For example, WHEB was a founder
member of the Net Zero Asset Managers initiative and
has been a long-term supporter of the Institutional
Investors Group on Climate Change.

41,

[IGCC

Institutional Investors Group on Climate Change

Climate—
Action 100

\
/)
7

The Net Zero Asset
Managers initiative

The reduction seen in 2021 is due to the sale of China Everbright Environment Group which contributed 75% of the portfolio’s total emissions.

42 According to the UN the economy as a whole has to decarbonise by 7.6% per year to 2030 (https://www.unep.org/news-andstories/press-release/

cutglobal-emissions-76-percent-every-yearnext-decade-meet-15degc)
4

o

It is important to note that this does not mean that all companies across the portfolio will necessarily have achieved the target reduction in carbon

emissions. It is, however, a commitment that, taking into account sectoral and geographical biases inherent in our investment strategies, emission

reductions across the portfolio will be consistent with the global reduction target.

Enterprise impact: How our investments contribute to sustainability



Guest interview: Avoided emissions -
smoke and mirrors or the next frontier?

The concept of ‘avoided GHG emissions’ is central to the proposition
behind the products and services of many of WHEB’s portfolio companies.
However, the measurement of avoided emissions is complex and
contested. We spoke to Stephen Russell, Director, Climate Practice North
America, at Anthesis, a global sustainability consulting firm. Stephen

helps advise clients on climate strategy and was previously at the World
Resources Institute (WRI), a global NGO. At the WRI Stephen was the
author of a seminal paper on avoided emissions.

Stephen Russell
Director, Anthesis

Stephen, what are avoided emissions and why was
it important to produce the guidance at WRI?

Avoided emissions represent the emissions benefit of a
product, calculated relative to the use of an alternative
product. For example, an appliance might avoid emissions
if it has lower emissions across its life cycle, from raw-
material extraction to product disposal, compared to some
competing product that would otherwise have been used
by a customer.

Unfortunately, there are no global standards for estimating
and reporting avoided emissions. This has caused a lot

of uncertainty about best practices, potentially exposing
companies that claim to generate avoided emissions to
reputational risk.

44 https://www.carbone4.com/en/publication-nzi-pillarb

You wrote the paper in 2019; how have things
developed since then?

We have obviously seen pretty dramatic progress in terms of
regulatory and legislative mandates to disclose Scope 1 and
2 GHG emissions (and in some cases Scope 3) from the EU
and the US as well as the UK. There has also been progress
on avoided emissions. Several organisations have published
frameworks on the topic, including Carbone 4%and

Mission Innovation.“® Most recently, this March, the World
Business Council for Sustainable Development (WBCSD)
and Net Zero Initiative published guidance that integrates
and evolves earlier work.“¢ This publication provides more
granular recommendations on how to estimate and disclose
avoided emissions and on when companies should not
make such disclosures.

The importance of avoided emissions has been further
cemented by the G7 which stressed the need to develop
a ‘shared international standard for measuring avoided
emissions’ at the leaders’ Summit in Japan in May 2023.4’

45 https://misolutionframework.net/pdf/Net-Zero_Innovation_Module 2-The Avoided Emissions_Framework (AEF)-November 2019.pdf

“- https://www.wbcsd.org/contentwbc/download/15909/229494/1

47 The full text of the G7 statement is available at www.meti.go.jp/information/g7hirosima/energy/pdf/Annex003.pdf
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That is good to hear — we’ve used the Mission
Innovation work as a foundational document for
our approach at WHEB. As the methodologies
become more established, what do you see as
the value of reporting avoided emissions?

Under existing GHG reporting standards, avoided emissions
cannot be included within a company’s GHG footprint
because that footprint is focused on the emissions from the
life cycle of the company’s own products. Unlike avoided
emissions, Scope 1, 2 and 3 emissions are not calculated
relative to the performance of alternative products on the
market, so avoided emissions and Scope 1-3 emissions
cannot be meaningfully compared.

Yet reporting avoided emissions can provide an important
complementary perspective on the actions a company

is taking to address climate change. For example, by
increasing the energy efficiency of a product, a company
may avoid the higher emissions associated with a
competing product with lower energy efficiency. This
benefit cannot be reflected in a corporate GHG inventory
(and may even lead to an increase in the company’s
Scope 3 emissions!). More broadly, attaining a global 1.5°C
target will require considerable technological innovation,
and avoided emissions accounting helps us quantify the
potential effects of this innovation.

Avoided emissions metrics are particularly helpful for
investors looking to guide their investment strategies to
fund and scale decarbonising solutions. They also enable
companies to differentiate products for customers, build a
brand image for the public, inform policymakers about the
potential consequences of policy and regulatory choices,
and guide product R&D.

And what are the key issues with reporting
this kind of data?

The calculations can be quite complex. Perhaps most
importantly, it is not always clear what ‘baseline’ a company’s
solution should be compared against. Should this be a
conventional product, the best available technology, or
something else? There may also be effects that occur
outside of a product’s life cycle but that are difficult to
quantify. Rebound effects are a good example — a customer
might save money by using a more energy-efficient machine,
but then choose to use that machine more often. Finally,
companies may face greenwashing risks when they market
multiple products, but claim avoided emissions for just a
small subset of their products. At the same time, it can be
prohibitively costly to accurately estimate avoided emissions
across a large product portfolio.

What is your advice to clients? Is it too early for
companies to report avoided emissions?

It is not too early! Delivering on a 1.5°C global target
requires accelerated innovation and clarity on avoided
emissions impacts, in addition to reductions of a
company’s Scope 1-3 sources. We advise companies
to use the most probable conservative baseline and to
tailor the specificity of that baseline to their reporting
objectives. For example, enabling product differentiation
for customers may require a more specific baseline
than early-stage product R&D assessments. We also
recommend transparently reporting on the assumptions
and limitations of an avoided emissions assessment.

How do you think approaches will evolve over
the next few years?

Some changes in reporting practices have already occurred
over the past several years as companies’ understanding

of the issues has matured. More companies are providing
more information on how they calculate avoided emissions,
while fewer companies are committing to avoided emissions
targets that lack credibility. In particular, fewer companies
try to compare apples to oranges by committing to avoid X’
times more emissions than the Scope 1-3 emissions they
emit. As | explained earlier, because avoided emissions are
measured relative to something else, they cannot be netted
off against Scope 1-3 emissions.

Looking ahead, there will undoubtedly be growing scrutiny
of the credibility of avoided emissions claims. In response,
| expect that additional sector-specific guidance will be
developed to provide more specific direction on best
practices, including on the issues | mentioned earlier.
There will also be further clarification and standardisation
of what information companies should include in external
disclosures, including around the verification of claims and
the broader scope of a company’s climate change strategy.
The WBCSD and Net Zero Initiative’s publication provides
a useful starting point for understanding existing best
practices in these areas.
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Disclaimer

This is an advertising document.

A prospectus and a Key Investor Information Document for the FP
WHEB Sustainability Fund, WHEB Sustainable Impact Fund and WHEB
Environmental Impact Fund are available from www.whebgroup.com and
investors should consult those documents before investing.

This financial promotion is intended only for UK and Swiss residents and
professional investors outside of the UK and Switzerland, with the exception
of the United States and Japan, and is communicated by WHEB Asset
Management LLP which is authorised and regulated by the Financial
Conduct Authority, with firm reference number 496413.

Past performance does not predict future returns. The value of investments
and the income from them may fall as well as rise and may be affected by
factors including adverse markets and foreign exchange rate movements
and you may not get back the amount of your original investment.

Your capital is at risk.

This report is provided by WHEB Asset Management LLP and: (1) is intended
forinformation purposes only and does not constitute or form part of any
offer or invitation to buy or sell any security or investment, or any offer to
perform any regulated activity and/ or investment business; (2) must not form
the basis of any investment decision; (3) is not and should not be treated as
investment advice, investment research or a research recommendation; (4)
may refer to and be affected by future events which may or may not happen;
(5) is in summary form and is subject to change without notice and without
any obligation to provide any update; (6) performance shown does not take
account of any commissions and costs charged when subscribing to and
redeeming shares; and (7) is only made available to recipients who may
lawfully receive it in accordance with applicable laws, regulations and rules
and binding guidance of regulatory bodies.

FP WHEB Sustainability Fund

FundRock Partners Limited is the Authorised Corporate Director of the
FP WHEB Sustainability Fund and is authorised and regulated by the
Financial Conduct Authority with Firm Reference Number 469278 and
has its registered office at Hamilton Centre, Rodney Way, Chelmsford,
England CM1 3BY. The state of the origin of the Fund is England and
Wales. The Representative in Switzerland is ACOLIN Fund Services AG,
Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying Agent is
NPB Neue Privat Bank AG, Limmatquai 1/am Bellevue, PO. Box, 8024
Zurich . The relevant documents such as the prospectus, the key investor
information document (KIIDs), the Articles of Association as well as the
annual and semi-annualreports may be obtained free of charge from the
Representative in Switzerland.

WHEB Sustainable Impact Fund

The Manager of the Fund is FundRock Management Company S.A.,
authorised and regulated by the Luxembourg regulator to act as UCITS
management company and has its registered office at 33, rue de Gasperich,
L-5826 Hesperange, Grand-Duchy of Luxembourg. The Representative

in Switzerland is ACOLIN Fund Services AG, Leutschenbachstrasse 50,
CH-8050 Zurich, whilst the Paying Agent is NPB Neue Privat Bank AG,
Limmatquai 1/am Bellevue, PO. Box, 8024 Zurich. The relevant documents
such as the prospectus, the key investor information document (KIIDs), the
Articles of Association as well as the annual and semi-annual reports may
beobtained free of charge from the representative in Switzerland. The state
of the origin of the Fund is Ireland. The Fund is registered for distribution to
professional investors in Austria, France, Germany, Italy, Luxembourg,
Norway, Singapore, Spain, Sweden and the United Kingdom, and is
registered for offering to retail investors in Switzerland, Denmark, the
Netherlands and the United Kingdom. The Fund is also available for
professional investors in Belgium and Hong Kong. It is not available to
investors domiciled in the United States. A summary of investor rights is
available at: https://www.whebgroup.com/impact-investment-funds/
sustainable-impact-fund-icav/additional-documents-wheb-sustainable-
impact-fund-icav

This is a marketing communication. Please refer to the prospectus and KIID
before making any final investment decisions. The decision to invest in the
Fund should take into account all the characteristics or objectives of the
Fund as described in its prospectus.

WHEB Environmental Impact Fund

The Manager of the Fund is FundRock Management Company S.A.,
authorised and regulated by the Luxembourg regulator to act as UCITS
management company and has its registered office at 33, rue de Gasperich,
L-5826 Hesperange, Grand-Duchy of Luxembourg. The Fund is registered for
distribution to professional investors in the United Kingdom. It is not available
to investors domiciled in the United States.

WHEB Asset Management LLP has exercised all reasonable care in
preparing this report from sources that it considers reliable, but does

not make any representation or warranty to its accuracy, reliability or
completeness of the report or as to whether any future event may occur.
Tothe fullest extent permitted by applicable Laws, WHEB Asset Management
LLP and its directors, officers, employees, associates and agents accept no
responsibility for and shall have no liability for, any loss or damage caused

to any person reading or accessing, or directly or indirectly making use

of, the report however arising, including without limitation direct, indirect,
special and consequential loss, and loss of profit.

The MSCI information may be used for your internal use, may not be
reproduced or disseminated in any form and may not be used as a basis for
or a component of any financial instruments or products or indices. None
of the MSCl information is intended to constitute investment advice or a
recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such. Historical data and analysis
should not be taken as an indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an

“as is” basis and the user of this information assumes the entire risk of any
use made of this information. MSCI, each of its affiliates and each other
person involved in or related to compiling, computing or creating any

MSCI information (collectively, the “MSCI Parties”) expressly disclaims

all warranties (including, without limitation, any warranties of originality,
accuracy, completeness, timeliness, non-infringement, merchantability and
fitness for a particular purpose) with respect to this information. Without
limiting any of the foregoing, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential
(including, without limitation, lost profits) or any other damages.

(www.msci.com).

WHEB Asset Management LLP is registered in England and Wales with
number OC341489 and has its registered office at 7 Cavendish Square,
London W1G OPE.

“The information in this document relating to the sustainability of portfolios
or securities which is the property of Impact Cubed Ltd (the “Information”,
“Impact Cubed”) has been obtained from, or is based on, sources believed
by Impact Cubed to be reliable, but is not guaranteed as to its accuracy

or completeness. No representation, warranty, or undertaking, express or
limited, is given as to the accuracy or completeness of the information or
opinions contained in this document by Impact Cubed, any of its partners
or employees, or any third party involved in the making or compiling of the
Information, and no liability is accepted by such persons for the accuracy
or completeness of any information or opinions. 3 None of the Information
is intended to constitute investment advice or a recommendation to make
(or refrain from making) any kind of investment decision and may not be
relied on as such. The Information is strictly confidential and is the property
of Impact Cubed. Any use of the Information requires a license from
Impact Cubed. The Information may not be reproduced, further distributed
or published in whole or in part by any recipient without prior written
permission from Impact Cubed. The Information may not be used to

create derivative works or to verify or correct other information.”
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