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Explanation of the report structure

Expanding on its ambition to lead in the Sustainable Finance policy space, expressed as early as in 2015
with Article 173 (VI) of the Energy Transition for Green Growth Act, the French Government goes a step
beyond in 2022 with the introduction of the Atg 29 of its new Energy Climate Law. The new
framework maintains and expands expectations in terms of transparency with regards to the
integration of environmental, social and governance (ESG) and climate risks and opportunities in
investment policy, ofoarding key several concepts from the EU Sustainable Finance Disclosure
Regulation. It goes even further by introducing a requirement to implement strategies to progressively
align with the Goals of the Paris Agreement, as well as disclosure requiremeetstion with
biodiversity.

¢CKS ¢tFal C2NOS 2y [/ fAYIGS wStlIGSR CAYylFYyOAlt 5AaC
disclose information on climatelated risks and opportunities, this time with a global reach. This
framework continuedo evolve in 2021 notably with a view to be more specific in terms of the metrics

to be reported, as well as to further encourage reporting entities to define and publish detailed
transition plans.

These initiatives have had a major impact on investesgtananagers but also issuers more broadly,

and the TCFD serves as a central framework in our regular interactions with companies. This report
FAYa (G2 LINRPGDARS |y 20SNIBBASS 2F ! -1 LaQa | LIINRI OF
guidance fothe financial sector. In 2022, we have added more details with regards to our biodiversity

and net zero strategies.

It aims to addresshe FrenchArticle 29 of the Law Ener@fimateregulatory requirements We are

also working on thanplementation of SFC and FCA upcoming regulations, to which this report already
partially compliesThe Hong Kong regulator (Securities and Futures Commission "SFC") has also issued
the Consultation Conclusions on the Management and Disclosure of Gitadégel Risks by Fund
Managers. We are under the final stage of implementation and this report addresses some of the SFC
requirements.

1Worldwide holdings include the assets managed by AXA IM Paris.



2021 Review

2021 was marked by severabulatorydevelopments which guided oue$ponsible Investment (RI)
FOGAGBAGASE LYyR Y20AEATSR -1 LaQa GSkya STFF2NIaY
¢tKS SyiNR AyG2 FT2NOS 2F GKS 9! { dRévelXlyl 6t S
requirements in March 2021, a disclosure framework aimed at ensuring an appropriate
integration of sustainability risks in investment decisions, as well as sufficient and comparable
information depending on the level of ESG integration;
TheentnA y i 2 T 2 NO D3 podFitioriekofne§f Rh A2y é¢ 2F (GKS 1 aC 52
in March 2021regulating extra financial disclosufesproductsdistributed in Franceo retail
investors
The publication of the Article 29 of the French En@typatell 6 o0 a! NOIAOE S Hdgp [ 9
2021, requiring financial institutigrio strengthen their Climate and Biodiversity strategy by
June 2022and the publication of the EU Taxonomy Delegated Acts in July 2021, requiring
financial institutions to include disclosarin prospectusn how funds take into consideration
the environmental objectives (only climate change mitigation and adaptation for 2022) of the
EU Taxonomy and to what extent.

Along with the preparation for these regulatory developments, the COP26 climate change conference
held in Scotland in November 2021 was a pivatainentin the journey on the fight against climate
change, five years after the COP21 where Paris Agreemargsbieen signéd The ambition of this
Jt 20t YSSOGAy3a gl & G2 AYLIXSYSyd tFNR&a ! ANBSYSyiiz
ambitions and make new commitments. The private sector, including financial firms must support
countries in their mbition by redirecting financial and investment flows into climéiendly and
resilient technologies and secure global net zero.
Afterjoiningthe Net Zero Asset Managers initiative in December 2020, we worked on our first
Net Zero target released irc@ber 2021, and subsequently updated in April 2022.

Our desire to be a transition leader requires us to be clear on redliprestices or activities which

we do not think can be part of the transition to a more sustainable wiviel therefore workedn

2021 on the reinforcement of our policie®nsideringhe developments listed above
Our Palm Oil policyvas extended to a more comprehensive Ecosystem Proteciiwh
Deforestation policy and we reinforced our ESG Stangaiitywith additional exitisions on
Human Rights and International Norms and Standards violations. Thicambriuesas
illustrated by the publication of our strengthen€timate Risks poliearly 2022.
Stewardship strategy @notherkey element of our Rl framework assets and activities on
which we remain expose@limate remained our main theme of dialogue, but there was also
a clear increase in the proportion of corporgtevernanceelated engagements against 2020
levels. ThisS Tt SOGSR (KS GNBYR G2¢l NRa GKS Ay idSIaNI
activity and organisation as they pursue genuinely effective ESG strategies. Ecosystem
protection and human capitalere key engagement themes too.

Finally,we are committed tgroviding transparency athe integration of ESG criteria at fund level.
While we released an Engagement report at fund level in the first half of 202&ntireue towork on
the improvement of our existing ESG and Voting reports offering

2EURLex- 32019R2088 EN- EURLex (europa.eu)
3The COP26 has been postponed by one year due to €19'glBbal pandemic.



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32019R2088

1- Governance

1.1Our Philosophy

AXA IM has been involved in responsible investment for more than 20 years and is actively engaged in
PNE IANBAaaAOSte AYyO2NLRNIGAYy3d 9YDPBANBYYSYyilltx {20Al
management expertise, and in the development of a range of responaifleimpactinvestment

products.

We believe that ESG factors can influence, not lugstrtanagement of investment portfolios across all
asset classes, sectors, companies and regions, but also a range of interests affecting clients and other
stakeholders.

Our investment philosophy is based on the conviction that sustainable developmestassa major
O2yOSNY F2N) GKS O2YAy3a &SINR® 2 SFAyFty O3 dS FHK IO 2 (
traditional financial criteria will help us build more stable portfolios that perform better over the long

term. The noHinancial approach hdsecome a necessity in more ways than one:

It is instrumental in removing companies and investments from portfolios when they cause
exposure to high levels of ESG risk, which would ultimately affect financial performance
It focuses on companies and invesnts that have implemented best practice regarding
managing their environmental impacts, governance and social practices, and whose responsible
practices leave them better prepared, in our view, to meet the major challenges of the future
It may support improved performance by means of active dialogue with companies on
YIEyFr3aAay3a 9{D 02y OSNya I NRdzyR Ay@SaaySyida IyR
risk
.1 LaQa NBaLRyaAiroftS Ay@SaidyYSyid FNderiiinhdets, LJ2f A C
at varying degrees depending on the level of integration of our productine with the principles of
the EU Sustainable Finance Disclosure Regulation.

1.2Human and Technical Resources

Human Resources

The Responsibley 3SaGYSyd owL0O OFLIO0AfAGASE I NBX airAyoOoS
units, Core and Alts. Rl is now embraced by all investment teams which perfefaterll activities as

part of their dayto-day. AXA IM Core and Alts teams work collab@igtin the implementation of AXA

LaQad wL {GNIGS38 RSAONAROSR Ay (GKA& NBLRNIS y20l
across all assets under management.



AXA IM Core

AXA IM has invested significant resources into recruiting Rl eapértanalysts who work with our
investment teams to integrate ESG issues into their investment processes. The range of backgrounds
includes fund management, seitle research, quantitative analysis, strategy and project management,

in addition to relevanR| experience; ensuring that Rl issues are integrated using an investiaeant
approach. In total, 29 employees are involved attifukk in Rl / ESG activities. There are other
professionals who are not included but whose ESG work is embedded aaiieiday routine.

More specifically, the RI research capabilittese organised as followia 2021, within AXA IM Core:
RI Experts teams:

A RI Coordination and Governance team responsible for coordinating the definition of the
Sustainability roadap and for steering transversal Rl projects. The team is also in charge of research
and engagement on corporate governance topics and develops and implements our voting policy on
key themes mentioned above. The Active Ownership strategy is built andnkidvidth the RI
Research team. This team also helps to ensure consistency between the different business units of
AXA IM in their approach to sustainability.

A RI Research team responsible for thematic research with a focus on climate, biodiversity, huma
capital & diversity as well as data privacy, ensuring it translates into implementable investment
decisions across platforms. This team also leads shareholders engagement on those themes. Within
this team, dedicated RI Analysts are in charge of defimingligible Green, Social and Sustainability
bonds universe. They rely on our proprietary framework notably inspired by the Green and Social
Bond Principle (GSBP) and the Climate Bonds Initiative (CBI) Standards.

An ESG Research and Impact team respenfsibconducting ESG and Impact analysis at company
level, working closely with fund managers. Dedicated Impact Analysts perform qualitative impact
analysis on companies based on five key pillars, reviewing their products or services and operational
activiies to demonstrates whether a company contributes to the Sustainable Development Goals or
to a specific outcome.

A RI Solutions, Tools and Models team dedicated to the development of ESG quantitative solutions.
As such, the team has developed a proprieta&G framework and RI Search platform, providing
portfolio managers and analysts with ESG raw quantitative data, KPlIs, internal and external research
and proprietary ESG scores.

RI champions within the business:

RI Champions within investment teams lvarge of coordinating Rélated projects within their
investment platform, of the integration of ESG criteria in decisiaking process, supporting
investment teams on Reélated topics and make the link betweendBtlicated teams and
investment teams.

ESG product and quantitative specialists within the Investment Specialist and Quant Lab teams
oversee respectively product and business development activities and support the integration of ESG
criteria and Rl approaches within portfolio construction aexsiormaking processes.

In addition to these teams, @employees from Operational functions within Core and within the Global
COO department are fully dedicated to ESG, to ensure the adaptation of our operational and IT
framework to ESG integration and proper level of oversight from control functions.



AXAM Alts

In addition to the breadth of Responsible Investment experts embedded within the asset management
business to provide thematic research, coordination and governance, AXA IM Alts has a dedicated team
of experts to support investment teams in identifyand managing ESG related risks and opportunities
specific to Alternative asset classes.

Sustainability analysts: a dedicated teahv expertssupports the Real Estate and Infrastructure
businesses through the specific research and analysis of popésformance, climate related risk
and reporting in addition to dap-day support for all investment teams.

AXA IM Alts also relies BRRegional ESG Leads who oversee the integration of ESG across real estate
assets in geographies they cover by leadirgjainability related projects.

Dedicated Impact Investing teash6 investment professionalshich analyses and selects impact
projects in alternative assets such as private equity, venture capital, private debt, real assets and
project finance with theim to address the needs and aspirations of underserved people globally
while protecting natural environment and contribute to the UN SDGs.

Finally, AXA IM has a dedicated Corporate Responsibility team, guided by the three pillars of ESG:
Environment, Saal, and Governance. We actively engage with all areas of the business to explore
opportunities to push for progress on our key pillars to ensure we walk the talk, and do ourselves that
which we ask of others. We also benefit from our parent AXA Grough 8ha leading industry voice
fighting for progress on topics such as climate change and social inclusion.

ESG Obijectives and Training
Our employees are regularly trained on ESG and RI through internal and external training.

An ESG Academy was launcime2i020 to support the ESG upskilling of employeelying on ESG
Certificate from the Chartered Financial Analyst (CFA) Institute and the Certified ESG Analyst
(CESGA) from the European Federation of Financial Analysts Societies (EFFAS).

Expanding the programme in 2021:

A We delivered workshops to upskill our employees on ESG and climate, including a
Masterclass in Net Zero, a course on ESG Fundamentals as well as a course on ESG for Real
Assets.

A AXA Group launched the AXA Climate Acadenmgyramme to help employees better
understand the basic science of climate, understand the role AXA must play and empower
individuals to commit to change. This programme becomes mandatory in 2022 for all
employees.

In addition, Rl experts organise ongdnaining on ESG issues for AXA IM staff. These sessions cover
AXA IM Sustainability approach (e.g. Net Zero commitment and methodologies, scoring
methodologies, engagement and voting activities).

ESG and responsible investment considerations are indindee appraisal process of different teams
including Responsible Investment dedicated teams. Since 2018, all heads of investment platforms have
ESG objectives included in their target letter. Portfolio managers who are involved in the management
of ESG ssets have related objectives. In 2021, sustainabilitg (ek 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 an investment)Medeen integrated into th&emuneration Poligyn line with
regulatory evolutions. From January 2021, individual objectives for investment teams include elements



https://www.axa-im.com/important-information/remuneration-policy

related to the sustainability risk framework and updated investment processes include the monitoring

of these risks.

Technical resources
The RI Solutions, Models and Tools team bases its analysis models on a range of internal and external
data sources: ES@ting ag@&cies, broker research, and company and press publicalio821, AXA
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To adapt to the ongoing evolution of market practices (whether regulatory or client driven) that are
more and more demanding in terms of ESG assessment, AXA IM constantly monitors and refines ESG
methodologies and accordingly adapt the tools provided té¢f@a managers to achieve advanced

ESG integration.

To do so, we monitor the quality and service offerings of all ESG data providers in the market, and
regularly interacts with them to understand and challenge when necessary methodologies and related
changes. As investors, we seek the best information possible, which requires using different ESG
providers leveraging their strengths on specific areas.

In terms of challenges, the following points can be noted:

Methodologies are still in the works, and q@ax (e.g. climate / alignment). ESG data relies on these
methodologies, and is therefore subject to changes, and to challenge. This makes it more difficult
to integrate in the investment decision than a traditional financial information, based eknawl|

and shared standards.

Lack and cost of ESG dagaalthough initiatives to encourage issuers to report in a more
homogeneous, transparent, and usable manner are multiplying (TCFD on climate data, Workforce
Disclosure Initiative on social data, etc.)GE&ata remains heterogeneous and therefore
complicated to use when investing and reporting. We encourage initiatives at the European and
Global level to reinforce the availability of ESG information at issuer level, but also to make it
available in an easgnd less costly manner. AXA IM supports initiatives aimed at ensuring
convergence and cooperation at global level, to develop standardized, mandatory ESG data. We
support the work of the EFRAG taskforce as part of the CSRD preparation, and advocate for
convergence including via our participation to SASB Investor Advisory Group.

Concrete example of the selection of a data provider

To fulfiSustainable Finance Disclosure regulation (Shtd&iced in 2019 includin
the disclosure of the Principle Adverse Indicators (PAI) and EU Taxonomy data, AXA IM had
a provider to report these data. To identify the best provider in terms of coverage, data qual
cost, AXA IM sent a Regtidor Proposal (RFP) to 10 different providers. At the time the RF
launched, the SFDR RTS and the Taxonomy Regulation were not finalized.

As AXA IM manage assets in Developed and Emerging market and from different asset cla
as Equity, Seveign and Corporate Debt, the providers to which the request was sent had to k
to have a coverage wide enough in terms of asset classes and geographical zones.


https://www.coalexit.org/
https://www.urgewald.org/en/medien/ngos-release-first-global-oil-gas-exit-list-glasgow-cop

To make the best possible choices, strengths and weaswssach data providers whereviewed
and compared to determining factors such as coverage, data quality, alignment with sustait
related regulations, calculation methodologies and level of transparency on these methodc
update frequency and cost.

1.3RIGovernance Committees

AXA IM Corporate AXA IM Management
Responsibility Committee Board

AXA IM Sustainability
Strategic Forum

«———

Core Investments AXA IM RI Strategic
Investors’ Committee Committee RI Steering Committee

Investment teams Oversight

X ESG Monitoring &
Committees

Engagement [— Equity Investments Debt Investments ESG
Committee ESG SteerCo SteerCo

Corporate Governance
Committee

Scores, Methodologies
and Rl Processes —
Committee

AXA IM Core Listed
Impact committee

Global Committee BU Committees Expertise level committee — % Sub-committee/delegation relationship ==~ Information flow/ escalation

Source: AXA IM, as of 31/12/2021. For illustrative purposes only.

The AXA IM Sustainability Forum was launched in January 2021 and is le
Executive Chairman, Marco Morelli. The Management Board was ulti
responsible for the definition and oversight of our Sustainability strategy.

From 2022, this Forum will become the Sustainability Strategic Committee ai
by all members of our Magament Board, as well as selected Sustainability ex
and held quarterly. This is where we will shape our vision and agree our ambit
sustainability at AXA IM, across responsible investing and corporate responsi

[ SFRAY3 062R& Ay OKIFINBS 2F LINRLIRAAY
Investment and monitoring its delivery

This notably includes the definition of sectorial policies and RI product framev
well as piloting efforts oselected themes such as climate change and biodiver

Define AXA IM CR strategy, taking into AXA Group strategy, with concrete ro
Animate a community through communication and business actions

t NPGARS a0GNFGS3IAO0 20SNRAIKG 2F | .1
p20Ay3 FOGAGAGASAE Ay NBELFGAZY G2 A
obligations are exercised in a manner consistent with good prattiocdards




Ensure views developed on ESG risks and opportunities, from exclu
engagement topics are discussed collegially, considering possible implications
M

Facilitate coordination between various stakeholders in the implementation
engagemenstrategy

Act as a gatekeeper of AXA IM exclusion policies

h@dSNBRSS (KS 9{D a02NBa 2@0SNNARS LI
This committee also looks after thematic issues, including climate and bioc
related topics.

Ensure coordination of ESG integration in a more operational manner
Discuss industrialization topics

This committee also looks after thematic issues, including cliamatdiodiversity
related quantitative topics.

Review and Validate proposal of Listed Impact funds
Build and promote AXA IM view on Impact in Listed Asset Classes

Endorses the AXA IM Alts RI Strategglements and monitors ESG methodolor
scores and RI processes for both Equity and Debt Businesses

To provide formal oversight of the investment activity at expertise level as par
Front Office controls achieved through review of reports (see below) presentec
Committee. ESG indicators are reviewed as part of this.

Discuss and decide on the main issues raised by the Investment Oversight Co
(backwards perspective)

Discuss and decide on evolutions in investment strategies and processes
manage, share and leverage Researgacities and outputs (forward perspectiv

Review investment performance & risk indicators (including ESG indicators)

As part of the reorganisation of the Responsible Investment and Corporate Responsibility activities
dzy RSNIi I { Sy o6& ! -Bbardin®2028, tha goyetnah& tlgfuie will change in 2022 with
significant enhancements to continue to embed ESG within AXA IM Core and AXA IM Alts business units.
This new organisation will allow AXA IM to redefine and strengthen its Rl Strategpgdootriisted

and alternative assets classes, improve collaboration and synergies between the two business units and
better consider specificities of each asset class, and ensure alignment with our own Operations and
Practices through a joint work withelCSR team.



2- Strategy

In this section we describe our ESG, CliraateBiodiversitgtrategies as well as key 2021 updates. We
provide details oSG scoring methodologies which are part of our AXA IM Rl Franm@&\imaake and
biodiversity metricand methodologiesvhich aremostly used for reporting purposee described in
the sectiond ¢ Targets and Metrics

At AXA IM, we believe the financial industry has a key role to play in the fight against climate change
and the move to more sustainable economies, which guides our Responsible Investment strategy and
roadmap. The participation of the financial sector to achieve global sustainable objectives is one of the
key pillars of political action plans to achieve clamutral economiesg as expressed by the European
LYA2Y AR TTANBANRG RAdZ@ES | LILINE | OK @

In that perspective, 2021 was marked at AXA IM by:

The implementation of major Sustainable Finance policies aimed at channelling financial flows
into productswhich support the transition to a greener and more sustainable world, through
greater transparency and accountability. We continued to adapt and reinforce our approaches

in this perspective, while regularly exchanging with policymakers, supervisors emsd pe
including through our participation to the newly created IIGCC policygteep which AXA IM
co-chairs and to the Eurosif SFDR advisory group. These exchanges aimed at helping to ensure
shortterm implementation challenges (incl. lack of comparatdta reported by issuers,
concepts subject to interpretation in the policies leading to heterogeneity in implementation,
etc.) ould be solved effectively to enable the achievement of the-tengy ambition of those

new policies. Raising awareness and eupp education on sustainable finance topic
continues to be a key focus for AXA IM in that perspective.

The work done to define our Net Zero target, methodologies and implementation approach,
following our decision to join the Net ZeAssetManagers@ b %! aé¢ 0 AYAUGAl GA GBS |
2020, and in preparation for Article 29 LEC.

Those two major changes led us to continue to evolve our RI policies and framework in 2022, as
described in this report. We have combined in this section the information retatad strategy with
regards to ESG, Impact, Climate, Biodiversity, as well as key metrics.
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Optimal Impact strategy and
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ESG Approach® Financial analysis integration

Since 1998 Responsible Investment principles are part of our company’s DNA

Source: AXA IM as at 31/03/2022. (1) Principle for Responsible Investment. Rl = Responsible Investment ESG = Environmental,
Social, Governance (2}Hause RI Platform (3) awarded by the Environmental French Ministry in 2016. References to league

tables aml awards are not an indicator of future rankings in league tables or awards. (4) Source Novethic Launched at the end
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to financing the green economy. The Environment Ministry sets out the share of green activities to be held to claim the label
references to leagutables and awards are not an indicator of future rankings in league tables or awards. Information contained
in this document may be updated from time to time and may vary from previous or future published versions of this document
Op0 o0l &SR e&hpdolbgy,!(6) Hefar@the 3 of August 2018, strategywas Planet Bondgrategy

2.1 AXA IM Responsible Investment Framework
-1 LaQ&d wL CNIYS@2N] A& 2NHIYAASR FNRdzyR (GKNBS
ESG Quantitative and Qualitative Research

Exclusion policies
Stewadshippolicies

2.1.1ESG Quantitative and Qualitative Research

We use ESG scoring methodologies to help portfolio managers integrated ESG considerations in their
investment decisions. ESG scoring methodologies rely on data reported by companies which are still
heterogenous due to the absence of global, mandatory maidity reporting standard which mean

they should be used with caution. Through our advocacy efforts, we support-termndevelopment

in the sustainabilityeporting space, including at EU level with the revision of the CSRD and at global
level withthe work of the ISSB, and in particular advocate for a proportionate integration of the-double
materiality principles.

Some of our strategies apply binding criteria in relation with the ESG score, which are described in their
regulatory documentation.

In 2021, ve have improved our ESG Scoring methodoldgidsaditional asset classes as follows
Early 2021, we have consolidated our Corporate ESG scoring methodology to improve the

coverage on small and madps. Thanks to EthiFinance, specialised on the ESG Scoring of SMEs
and midsize companies listed on European markets, and their Gaia dataleaarse able to
calculate an ESG score for more than 300 additional companies.

{AYyOS al NOK HnumZ ¢S RSLI 28SR GKS A&dadzZ yoOS o6:
to social and sustainability bonds. For Sustainability bonds, the bonus is disthibtwtedn

the E and S pillars based on the Green and Social share of the bond.

In November 2021, we have strengthened our ESG scoring methodology. Previously, we
combined data from three providers, but we have now adopted a gimgléder ESG scoring
modelg KA OK A& O2dzZ) SR gAGK |y 2@0SNite 2F 1 .1
enhanced qualitative and quantitative approach offers increased coverage as weltasdihe
fundamental analysis.



Description of ESG scoring methodologies

ESG Scomymethodology for Listed Assets
LY HAaum ! -! Y2@SR FNBY I Gaof SYRSR d402NB¢ GKAOK ¢
to a structured scored called Q2. Q2 stands for Qual and Quant.

Adding an issuer not covered by M5Cl with a "Qual to quant’ analysis
(e.g., Investment Grade EM, High Yield, Small/Mid Caps...}

MSCI

Override of issuer covered by MSCI (ESG analysis submitted to ESG
Assessment and Review Committee for Investment Grade EM, High

AXA IM’s starting point Yield or Equities...)

for ESG scoring methodology
(increased coverage, fine-tuned fundamental
analyses, instrument-level differentiation) — Instrument-leve c:'ffere"utiet'O'“u in ESG scores, :Sr
sustainable bonds

Cascading ESG Score from root issuers to their affiliates after and beyond
MSCl's methodology

Source: AXA IM, as of November 2021ilfstrative purpose only.

Using MSCI ESG scoring model as the starting point, Q2 methodology allows to increase the coverage
LINE JARSR o0& a{/L ad 6KSy a{/L R2SayQi LINRJARS I
a documented, fundamental ESanalysis, which in turn will be transformed into a quantitative ESG

score following MSCI pillars aggregation methodology and scores normalization, such €overage
SYKFyOAy3a 9{D a02NBtalj dzNGB(G NS FISWNBRH iR & GsedopBiz § SR
a qualitative analysis.

{ SO2yRX 6KSY a{/L R2S&a O2¢0SNJ Iy Aa&adzSNJ odzi ! -!
assessment (for example because the assessment is based on scarce and/or outdated data), a
documented, fundamental ESG analysis caaubenitted to the peer review of the ESG Assessment

and Review Committee (ESARC), chaired by the Head of AXA IM Research; if the ESARC validates the
analysis, it will be transformed into a quantitative ESG score and will override the existing, previously
prevailing MSCI score. In 2021, 34 scores have been corrected through this ESARC process.

Third, in the fixed income space, Q2 will keep an instrudesel differentiation in ESG scores with a

ESG score premium for sustainable bonds (green and sociabbonfi2 NJ g KA OK ! - | LaQa
Research) have a documented, fundamental positive or neutral opinion.
CAylLfttesx -1 La gAff 1SSLI aOFaoOlFlRAYy3I¢ 9{D &a02NEB3

MSCI does in this respect.

MSCI scores atesed as a starting point, for corporates and for sovereigns, which enables Q2 to provides
consistent ratings between the two asset classes. MSCI scores range from O to 10.

A Corporate ESG Ratings Methodology

Key issues are industspecificenvironmental, scial and governance externalitigmt mayimpacta
company or industryMSCI idetifies 35 Key issues within the three ESG pillars compris3f§dof the
total ESG Rating:



To arrive at a final ESG Rating, the weighted average of individuabk@\scores is normalized

relative to MSCI ESG Rating Industry peers.

The weightings consider both the contribution of the industry, relative to all other industries, to the
negative or positive impact on the environment or society; and the timelinenwithich we expect

that risk or opportunity for companies in the industry to materialize.
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Level of contribution to social or environmental externality: Similar to the process outlined above,

each GICS (Global Industry Classification Standardk)B#bdza 6§ N®B A& | aaA3dySR |
2NJ a[ 26¢ AYLI Ol T2 NISC laalisis ¥f Sefevaht dadiadeSy., averags darbch y
emissions intensity).

Expected time horizon of risk / opportunity: The time horizon of each Key IssueT@&hart
MediumTerm, Longlerm) is classified based on the type of risk or opportunity thatkaghssue

presents to companies.
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respectively across all sindustries Additionally, the weight on the Governance Pillar will be

floored at a minimum value of 33%.

The Risk Exposure Score and Risk Management Score are combined such that a higher level of
exposure requires a higher level of demonstrated management capabiiitger to achieve the

same overall Key Issue Score.

A controversy penalty if it is judged to pose material risks can be applied to the Key issue Score. A
controversy case that is deemed to indicate structural problems that could pose future material

risks for the company triggers a larger deduction from the Key Issue Score than a controversy case
that is deemed to be an important indicator of recent performance but not a clear signal of future
material risk.



]

Climate Changeécarbon Emissions, Product Carbon Footprint, Financing Environmental
Impnact & Climate Chanae Vulnerahilitv)

Natural Capitalwater Stress, Raw Material Sourcing & Biodiversity and Land use)

Pollution & Waste(Toxic Emissions andaste, Packaging Material and Waste & Electronic Was

Environmental

Human Capita{Labor Management, Health & Safety, Human Capital and Development, Supply
Chainl ahor Standards)

Product Liability(Product Safety & Quality, Chemical Safety, Financial Product Safety, Privacy
Data Securitv. Resnonsihle investment. Health & Demoaranhic Risk)

Social

Social OpportunitiegAccess to communications, to Finance, to healthcare, and Opportunities
Nutrition and in Health

Corporate Governanc@wnership & Control, Board, Pay and Accounting

II' III' II

I

Source: AXA IM, MSCI, 2021.

A Small and mid caps
To complement our corporate methodology for specific asset classes as small acapsnidve
expanded our coverage in partnership with Ethifinance. It relies on 45 raw scores sourced from
Ethifinance & Trucost, all rated on a scale from 0 to 10 and igldssib factors and 13 stfhctors. The
ASOG2NAIE $6SAIKGAYT NBLEAOFGS a{/L wa 2ySo

This expansion allows the ESG coverage of the funds targeted to improve significantly.
A Sovereign ESG Ratings Methodology
27 Key issues within the three ESG pillars:
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environmental, social, and governance risk factors may affect thedongsustainability of their
economies.

The weight of an ESG pillar is determined after assessingphetiof that pillar on the lonrterm
competitiveness over the short, medium and long term.

Expected time horizon of risk / opportunity: time horizon of each Key Issue-{8hortMedium

Term, Longrerm) is classified based on the type of risk or oppdyttimat each Key Issue presents

to the countries.

The Governance Pillar weight is assigned a higher weight (50%) than the Environmental and Social
pillars (25%) as governance offers the most dynamic ways to influence the management of
environmental, sociand institutional risks.

The Risk Exposure Score and Risk Management Score are combined such that a higher level of
exposure requires a higher level of demonstrated management capability in order to achieve the



same overall Key Issue Score. Within thisJd@ I OKXZ | O2dzy i NBEQa D2 @SNJ
constrained by its risk management score

Natural Resource Risk

- Risk ExposureEnergy Security Risk, Productive Land and Mineral Resources, Water Resour
< ) .
c Risk ManagementEnergy Resources Management, Resources Conservation, Water Resour
g Management
c
o Environmental Externalities and Vulnerability Risk
>
ﬁ - Risk Exposure/ulnerability to Environmental Events, Environmental Externalities
Risk ManagementEnvironmental Performance, Management of Environmental Externalities
Human Capital Risk
Risk exposureBasic Human capital, Higher Education and Technology Readiness, Knowled¢
Capital
< i Risk ManaanementBasic Needs. Human Canital Infrastrire. Human Canital Performance.
o
n Economic Environment Risk
- Risk exposureEconomic Environment
B Financial Governance Risk
- Risk ExposureFinancial Capital and Trade Vulnerability

RiskManagement:Financial Management

Source: AX_A INWSCI, 2021.

A Green, social and sustainability bonds
I ALISOATAO YSOUK2R2f 238 FT2NJ ANBSYys a20Alt | yR &adz
gualitative assessment made by the RI Research team into the Q2 scoring frameworks. The scores

integrate these qualitative inputs, whether it is a corporate or sovereign bond, to produce an enhanced
ESG score for green, social and sustainability bonds issuances.

Thus, the scores given to these instruments are a combination of both quantitativeiaitetige
assessments. The ESG score of the bond can either be the same as its issuer, or get a bonus depending
on the qualitative assessment.

It allows us to differentiate these impact bonds from common bonds through ESG scoring and to favour
investmens participating in climate and social transition.



ES@ating methodologies for Alternative Asset Classes

A Direct Property
The ESG rating methodology for real estate assets has been developed around 3 pillars: Environmental
(E), Social (S) and Governa(ég each covered by dedicated indicators. The assessment is linked to
the performance of a building over a defined period and therefore takes into account criteria that can
be measured at the asset level. All E, S and G components are linked to timg litsiédh or to its
management method and are defined in such a way as to allow the evaluation of any type of physical
real estate asset, regardless of its asset class (residential, office, hotel, etc.).

The ESG rating grid is a proprietary tool, initiddlyeloped in 2016, in line with various sectoral
benchmarks, such as BREEAM in use and GRESB, in order to integrate the expectations of the main
stakeholders and to guarantee the coherence of the actions carried out at asset level. This rating grid
has ben further developed during 2021 to more fully integrate new risks (eg. climate related risk), and

to more clearly reflect evolving impact indicators.

A user guide accompanies the grid to explain each of the criteria aralit®ria to ensure consistent

use by asset managers. The rating has been developed to address the specificities of all real estate asset
classes and their geographic locations, and takes into account all uses per asset, beyond the data and
information for which AXA IM Alts, which encasges the activities of AXA REIM SGP, exercises
operational control.

The rating out of 200 (reduced to a score out of 10) takes into account a weighting of each criterion
according to the importance of the issue in relation to AXA IM Alts' ESG poliog armhaiger's levers

for action, while respecting the requirements of the SRI label. In line with AXA IM Alts' ESG strategy,
environmental criteria play a predominant role in the rating, representing 60% of the total score. Social
and governance criteriapeesent an equivalent weighting of 20% each.

The new ESG scoring grid has a total of 27 questions, 25 of which are scored, for a total of 200 points.
The final score is calculated out of 10. In total, 12 new questions have been added compared to the
previaus grid and 2 questions have been deleted or substantially changed. Some themes have been
added (e.g. climate resilience, impact on local communities, biodiversity), to reflect the growing
importance of these themes in AXA IM Alts' sector benchmarks akehsider expectations. The
guestions also require more precise answers (e.g., details of measures in place in the building) to allow
for more accurate monitoring and reporting over time.



OBIECTIVE: Assess the real performance of the building
_I_M
Category
1 What is the level of this building of the local energy performance scheme?
ERey 2 Is energy consumption data collected automatically and regularly?
3 What is the annual final energy consumption of the whole building? 12
4 Which energy efficiency measures are implemented on the building? 12
5 Is the building's electricity consumption provided by renewable energy sources? NEW 5
- 6 What is the energy source of heating the building? 5
E CARBON 7 Have you set an greenhouse gas emissions reduction plan to align the asset's GHG emission intensity with the CRREM 1.5°Ctrajectory? NEW 12
E 8 Does the building enable the use of low carbon transport? 12
g WATER 9 How has the annual water consumption of the building evolved? 8
% 10 Which measures are in place to reduce water consumption in the building? 10
w 11 Is the amount of waste produced in the building recorded and uploaded to Deepki? NEW 4
WASTE 12 Are a waste sorting facility or a waste recovery or recycling contract in place in the building? 4
13 Which measures are in place to optimize waste management? NEW 4
BIODIVERSITY 14 What % ofthe site area is vegetated? Not assessed
15 Does the building have a valid third-party independent sustainability certification? 15
CERTIFICATION N . N o
15b  Have other environmental certifications been obtained for your building? NEW Not assessed
COMFORTAND 16 Which measures are in place to evaluate the comfort and wellbeing of the tenants? NEW 5
WELL BEING 17 Which measures are in place to improve the comfort and wellbeing of the tenants? NEW 10
18 Are ESG clauses (or green lease) included in the building's lease contracts? NEW 10
ENGAGEMENT 19 Which measures are in place to engage with the tenants? 5
20 Which measures are in place to contribute to the social and economic development of the local community? NEW 10
ACTION PLAN 21 Is there an action plan in place to improve the ESG performance of the building? NEW 10
g RESPONSIBLE 22 Is there an RFP process in place for all service providers operating on the asset? 5
g PROCUREMENT 23 Aresustainability clauses included in contracts with service providers? 10
§ ETE 24 |sthe building significantly exposed to a physical risks linked to natural catastrophes and climate change? NEW 5
8 RESILIENCE 25a  Arerisk management measures in place to adapt to the impacts of natural catastrophes and climate change? NEW 5
25b  Are measuresin place to adapt to the impacts of climate change? NEW 5

Source: AXA IM, 2021.

A preliminary ESG scorec@culated at the time of acquisition, noting that many assumptions may be
made as data availability is usually limited. Once under management, asset managers are responsible
for undertaking an annual review and update of the ESG score for the assepuitbedicated ESG

data management platform. This assessment forms the basis of the asset level ESG action plan, and
specifically identifies activities and initiatives to address asset level sustainability risks and principal
adverse impacts as part of cactive approach to asset management. For Joint Ventures these internal
ESG assessments further inform our engagement with partners and tenants.

Note: for quantitative questions related to energy (electricity, gas, district heating) and water
consumptionthe grid uses actual consumption data collected by the property managers in the data
management platform to measure these environmental indicators.

A CRE Debt and Infrastructure Debt
For the asset classesaifmmercial real estate (CRE) debt and infrastructure debtfinancial criteria

are taken into consideration during the due diligence and investment committee process. A scoring
methodology specific to these two asset classes was developed in 2016 furpiose of allocating

an ESG score. In 2022 these rating tools are under review and will evolve to reflect the changing risks
and impact indicators for each sector.

For CRE Debt, the methodology developed reflects the approach in place for real ratgsin@key
criteria of the underlying real estate assets to determine relative ESG performance. Analysis of the
underlying asset is complemented by an assessment of loan sponsors, the ultimate owners of the
underlying asset, based on their publicly adéd commitments and policies in relation to ESG.

The ESG assessment has a total of 14 indicators (5 for the underlying asset and 9 for the loan
sponsor(s)). Each indicator has a list of possible responses allowing us to determine a score. The
assessmenbf underlying assets relies on information and data provided during the underwriting



process, while the review of sponsors relies on public information disclosed by the sponsors regarding
their commitments to ESG.

Due to the nature of investment clasg (idebt) there are limitations as to the ability to effect change

in the underlying asset performance. However, to actively manage the level of sustainability risk within
a portfolio, the teams review changes in coverage of certifications with publiadet as well as and
change in loan sponsor commitments.

Source: AXA IM, 2021.

For Infrastructure Debt, the ESG assessment has a total of 33 indicators. We require that borrowers
provide comprehensive technical and environmental data to enable usopeny assess the
investment. The indicators reviewed are based on the project sector, social utility, environmental
impact and ESG commitments of shareholding companies.

Source: AXA IM, 2021.

To assess the environmental and social score of the transactions, our investment teams will take into
account:

The category of the project (eg. Renewable energy, energy grids, transport, telecom etc.)
Specific covenants related émvironmental matters
Specific environmental risk in the due diligence process (biodiversity risk, water risk etc)









































































































































































































































































































