THE LONG VIEW

The Data Challenge

It's been nearly 18 months since we wrote about the benefits of standardisation in ESG data'. Since
then, the formation of the International Sustainability Standards Board (ISSB), with the purpose of
developing a global baseline for sustainability disclosures, signified a historic moment for the future
of ESG data reporting2.



THE DATA CHALLENGE

Sustainability considerations continue their move to
the forefront of investment decision-making and
reporting, spurred on by inexorable advances in ESG
regulation and client requirements. The need for
transparent and comparable frameworks and
methodologies is intensifying.

At the same time, we notice some interesting
challenges when we review company reports, NGO
materials and sustainability databases when writing
our research reports.

With all this in mind, we've therefore spent more
time with our sleeves rolled up, to better understand
various data sets, providers and costs. The process
has yielded a number of important takeaways, some
obvious, some less so.

1. Different conclusions from different providers: The lack of consistency and quality can be stark and is a
reminder that these data points are generally estimates, usually based on separate and distinct approaches.
For example, Figure 1 below shows the wide range of estimates in Scope 3 greenhouse gas (GHG) emissions for
Universal Robina. Timeliness and freshness of data here is also a constraint, with the level of precision very
different from what we have become accustomed to in traditional financial statements. In both cases,

monitoring strategic change to business models is crucial.
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2. Emerging markets have some material ESG data
gaps that will probably persist: Whetherit's a
function of resource or hesitation, we find some
emerging markets businesses slower to meet the
rising bar of ESG reporting. As a boutique business,
we appreciate the limitations of time and resource.
That said, large economies like China and India have
yet to fully embrace reporting standards as seen
elsewhere3. Considering their impact on global
emissions, a lack of data is akin to flying blind.

3. Lack of control over indirect Scope 2 emissions:
The defining of and action to reduce Scope 2
emissions from power consumption is of particular
concern relative to most manufacturing businesses
throughout emerging markets. Unfortunately, this is
often outside the control of business owners
beholden to local grids and regulation. By comparing
location-based and market-based Scope 2 emissions
we can better understand the position on emissions
as aresult of geography and those within company
control. This is further illustrated in the chart below
detailing the relative demarcation and trend in
Unilever's emissions on a location and market basis
between 2016 and 2021 (Figure 3).

B Scope 1& Scope 2 Location-Based

GHG Emissions

Scope 1 Direct emissions from owned or
controlled sources

Scope 2 Indirect emissions such as the energy
purchased and used

Scope 3 Indirect emissions that are not
included in Scope 2

Scope 44 Avoided emissions or emissions

reductions

Figure 2 GHG emissions by scope
NB: the popularity of Scope 4 reporting is growing
despite the complexity in its methodology
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4. Corporate actions can cloud ESG reporting: Just
as we are familiar with the impact of corporate actions
on financial reporting, the addition or subtraction of
resource-intensive businesses reduces the usefulness
of track record analysis. Here remains a big
opportunity for greenwashing. Examples could include
the divestment of carbon-intensive upstream
operations in favour of outsourcing or procuring
materials. Actions like this can shift emissions
between different scopes and give the appearance
that goals have been met more quickly than may
actually be the case.

5. Proprietary data sets run counter to the spirit
of goals: We highlighted in our previous note that
these data providers are more than willing to
summarise conclusions for stakeholders through
the use of proprietary scoring systemss¢é. The
results often praise companies who don't always
look sustainable to us, and often conflict with
other providers' views.

Unfortunately, the relative infancy of regulated
disclosure requirements provides a market
opportunity for such companies for the time being.

We have no issue with ratings providers selling a
value-added service, but the value-add remains
suspect. Over the longer term we hope some of these
providers open their data sets up in the spirit of
collaboration and progress. If the stakes are as high as
they seem, regulation should hurry to reach common
disclosure by companies.

6. Reliance on pending innovation: With a
stronger appreciation for what is required and a
fair understanding of human behaviour,
technology is the obvious leveller in this war of
change. The economy and most behaviours as
they stand are insufficient to deal with the problem
we face. A recent meeting with a steel company
demonstrated the need for a yet-to-be- proven
hydrogen-based production technology to meet
long-term carbon-neutrality goals. Many
companies are probably in the same situation.
Technology and businesses that facilitate
investment in a solution are now more valuable.
Companies' resilience has also grown in
importance in our view.

Scope 2 Emissions

Emissions based on the
emissions intensity of the local
grid area where the electricity
usage occurs

Location-based

Emissions based on the
electricity that a business
has chosen to purchase,
often detailed in contracts
or instruments such as

Market-based

renewable energy certificates

Figure 4 Scope 2 methodology

These factors show that aggregated top-down
tables and easily digestible graphics can at times
give an overly simple and potentially untrustworthy
representation of a portfolio’s true sustainability
positioning without the disclosure of the strengths
and weaknesses of the underlying data.

®® The addition or
subtraction of resource-
intensive businesses
reduces the usefulness of
track record analysis. 99



Our Focus is Unchanged

Our investment process remains focused on separating
the wheat from the chaff. A long-term approach to
managing a business is something we hold at the centre
of our definition of quality. Among the struggles of ESG
data and reporting, we believe qualitative approaches
to finding investible businesses remain the most
important filter. Analysis of capital allocation, reporting
quality and attitude towards risk continues to be the
bedrock of our investment research.

When we do draw on ESG data we scrutinise its quality,
materiality and comparability. Beyond that, we choose
to engage with companies to better understand the
data they provide, what it means and how it could
evolve. We appreciate the evolution of ESG reporting
remains in its early days, but are encouraged by the
refinement and broader participation we see.

Coca-Cola Andina electric truck, Chile. Source: Skerryvore

®6 Aggregated top-down tables and easily
digestible graphics can at times give an
overly simple and potentially untrustworthy
representation of a portfolio’s true
sustainability positioning. 99
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This document is issued and approved by BennBridge Ltd
("BennBridge”). Skerryvore Asset Management LLP, based at 45
Charlotte Square, Edinburgh EH2 4HQ (“Skerryvore”) is an appointed
representative of BennBridge Ltd, which is authorised and regulated
by the Financial Conduct Authority (Firm Reference Number: 769109).
The registered office is Windsor House, Station Court, Station Road,
Great Shelford, Cambridge CB22 5NE.

BennBridge provides this material as a general overview of the firm,
our processes, and our investment capabilities. It has been provided
for informational purposes only. It does not constitute or form part of
any offer to issue or sell, or any solicitation of any offer to subscribe
or to purchase, shares, units or other interests in investments that
may be referred to herein and must not be construed as investment
or financial product advice. BennBridge has not considered any
reader's financial situation, objective or needs in providing the
relevant information.

Any projections, market outlooks or estimates contained in this
document constitute forward looking statements and are based on
certain assumptions and subject to certain known and unknown risks.
Accordingly, such forward looking statements should not be relied
upon as being indicative of future performance or events. The
information provided in this document relating to specific
companies/securities should not be considered a recommendation to
buy or sell any particular company/security.

Past performance does not predict future returns. Potential investors
in Emerging markets should be aware that investments in these
markets can involve a higher degree of risk. Any investment should
be viewed as medium to long term and should only be made by those
persons who could sustain a loss on their investment. It should not
constitute a substantial portion of an investment portfolio and may
not be appropriate for all investors. The value of investments and the
income from them may go down as well as up and may be subject to
sudden and large falls in value. An investor may lose their entire
investment.

The views and opinions contained herein are those of the Skerryvore
investment team. They do not necessarily represent views expressed
or reflected in other BennBridge investment communications or
strategies and are subject to change. BennBridge will not assume any
liability for any loss or damage of any kind arising directly or indirectly
by using the information provided.

This document may not be reproduced or distributed by the recipient,
in whole or part, except that this document may be provided to the
recipient’s advisers in connection with an evaluation of a potential
investment.

The distribution of this document and the offering or purchase of
interests in strategies or funds managed by BennBridge may be
restricted in certain jurisdictions. No person receiving a copy of this
document in any such jurisdiction may treat this document as
constituting marketing or an invitation to them to subscribe for
interests in a BennBridge fund or otherwise make an investment.

It is the responsibility of any persons in possession of this document,
including individuals who may be employed by or a consultant to the
recipient, to inform themselves of, and to observe, all applicable laws
and regulations of any relevant jurisdiction. If any recipient, including
individuals, is or becomes aware that the receipt of this document by
them contravenes any law or regulation, they must destroy it or
return it to BennBridge immediately. Prospective investors should
inform themselves as to the legal requirements of so applying and
any applicable exchange control regulations and taxes in the
countries of their respective citizenship, residence, or domicile.

Telephone calls may be recorded for training and monitoring
purposes.

RISK FACTORS

= Capital is at risk and there is no guarantee any investment will
achieve its objective. Investors should make sure their attitude
towards risk is aligned with the risk profile of their investment,
however made.

= Past performance does not predict future returns. The value of
investments and the income from them may go down as well as up
and investors may not get back the amounts originally invested.

= Currency exposure is not hedged.

= Equity prices fluctuate daily, based on many factors including
general, economic, industry or company news. In difficult market
conditions, BennBridge may not be able to sell a security for full value
or at all. This could affect performance of an investment and with
regards to an investment made via a fund, could cause the fund to
defer or suspend redemptions of its shares.

= Investments in Emerging markets can involve a higher degree of
risk.

FOR INVESTORS RESIDING IN THE UNITED
KINGDOM OR THE EUROPEAN ECONOMIC
AREA

In the United Kingdom this document is only available to professional
investors meeting the criteria for Professional Clients set out in COBS
3.5 of the Conduct of Business Sourcebook in the Financial Conduct
Authority’s Handbook of rules and guidance.

Although the information in this document is believed to be materially
correct as at the date of issue, no representation or warranty, express
or implied, is given as to the accuracy, reliability, or completeness of
any of the information provided as at the date of issue or at any future
date. Certain information included in this document is based on
information obtained from third-party sources considered to be
reliable. Any projections or analysis provided to assist the recipient of
this document in evaluating the matters described herein may be
based on subjective assessments and assumptions and may use one
among many alternative methodologies that produce different
results. Accordingly, any projections or analysis should not be viewed
as factual and should not be relied upon as an accurate prediction of
future results. Furthermore, to the extent permitted by law,
BennBridge, any BennBridge fund, their affiliates, agents, service
providers and professional advisers assume no liability or
responsibility and owe no duty of care for any consequences of any
person acting or refraining to act in reliance on the information
contained in this document or for any decision based on it.
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FOR INVESTORS RESIDING IN AUSTRALIA OR
NEW ZEALAND

This information is issued and approved by Bennelong Funds
Management Ltd (ABN 39 111 214 085, AFSL 296806) ("BFML"). BFML
has appointed BennBridge Ltd ("BennBridge”) as the investment
manager, which is authorised and regulated by the UK’s Financial
Conduct Authority (with Firm Reference Number 769109). BennBridge
is a Corporate Authorised Representative of BFML (AFSL
Representative No.1281639). All regulated activity relating to
portfolio management, including the execution of trades, takes place
within BennBridge as the regulated entity.

Skerryvore Asset Management LLP (‘Skerryvore’) is a boutique asset
management team. The company is majority owned by team
members, and minority owned by BennBridge. Skerryvore’s personnel
are assigned to BennBridge to provide portfolio management and
trading activities. Skerryvore and BennBridge are collectively referred
to as “"the Skerryvore team”.

This is general information only, and does not constitute financial, tax
or legal advice or an offer or solicitation to enter into any investment
management agreement with BFML or subscribe for units in any fund
of which BFML is the Trustee or Responsible Entity (Bennelong Fund).
This information has been prepared without taking account of your
objectives, financial situation or needs. Before acting on the
information or deciding whether to enter into an agreement, acquire
or hold a product, you should consider the appropriateness of the
information based on your own objectives, financial situation or needs
or consult a professional adviser. For any Bennelong Fund, you should
also consider the relevant Information Memorandum (IM) and or
Product Disclosure Statement (PDS) which is available on the BFML
website, bennelongfunds.com, or by phoning 1800 895 388 (AU) or
0800 442 304 (NZ). Information about the Target Market
Determinations (TMDs) for the BFML funds is available on the BFML
website. BFML may receive management and or performance fees
from the BFML Funds, details of which are also set out in the current
IM and or PDS. BFML and the BFML Funds, their affiliates and
associates accept no liability for any inaccurate, incomplete, or
omitted information of any kind or any losses or damage caused by
using this information. All investments carry risks. There can be no
assurance that any investment or BFML fund will achieve its targeted
rate of return and no guarantee against loss resulting from such
investment. Past performance does not predict future returns.
Information is current as at the date of this document.
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