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Founding Principles

Alignment Measurement Objectives

Whether it's voluntary efforts or in response to regulatory obligations, most investors are
now looking to analyze the links between their portfolios and climate change. To date,
there is no established consensus on the methodologies for conducting such assessments.

Many methodologies are emerging gradually in the market, often referred to as Implied
Temperature Rise methodologies (ITR), whose objective is to allocate a temperature to a
portfolio of financial assets, corresponding to the temperature scenario with which the
portfolio of these assets would be aligned. These methodologies group together a
significant number of decisive underlying assumptions. Yet, despite a demonstrated desire
to achieve a “science-based” outcome, harmonization of approaches is still far away. For
the same portfolio of assets, the results will vary from methodology to methodology based
on the underlying choices made, in the same way that there is still a strong heterogeneity
of ESG' ratings based on their suppliers.

The purpose of this document is to specify the approach taken by Mirova to
understand and measure the alignment of its portfolios with climate scenarios. A
more in-depth critical comparative analysis of these different methodologies and their
assumptions could be the subject of a dedicated publication.

Since 2016, Mirova has developed a temperature alignment measurement methodology
for its listed investment portfolios. This methodology has undergone developments, the
most recent of which are described in this document, but the fundamental principles are
and will remain unchanged:

e Carbon neutrality can only be considered as a global state of the planet that
reflects the most ambitious climate goals that every individual, business or
organization, and state must contribute to with its “fair share”

e Measuring climate impact can only be done using a “life-cycle” approach, i.e.
taking into account the direct business impacts as well as the indirect impacts of
the supply chain, products and services provided.

e An impact measure and a fortiori an alignment assessment must necessarily
integrate understanding and valuing solutions to the energy transition.

Carbon neutrality and contributing to it

Global emissions will need to decrease by 30% or 55% by 2030 respectively to achieve
global warming trajectories of 2°C or 1.5°C by the end of the century?. These scenarios
involve achieving carbon neutrality more or less quickly during the 21t century
(see Figure 1). Certain conditions are essential to achieving this global goal: massive
reduction in fossil fuel exploitation, energy efficiency gains in all sectors, particularly
transport, industry and construction, increased development of low-carbon power
generation capacities to meet demand, etc. It is therefore necessary not only to pass on
the overall objectives to all individual players such as governments or companies. Not all
companies will need to lower their emissions by 55% by 2030, but all can contribute to this
overall decarbonization.

" Environmental, Social and Governance

2 Source: IPCC, 2022
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Greenhouse gas emission scenarios and temperature increase
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Figure 1: Greenhouse Gas (GHG) Emission Scenarios and Temperature Increase
Sources: Mirova/Our World in Data, 2020 / Climate Action Tracker, 2019 / IPCC, 2018

Thus, a manufacturer of wind turbines or bicycles could very well see its carbon footprint
increase over the years due to a proportion of incompressible emissions that would be
multiplied by rapidly growing volumes meeting the needs of the energy transition.

Breakdown of global carbon neutrality at the level of economic actors
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Figure 2: Declining global carbon neutrality at the scale of economic actors

Source: Carbone4, Net Zero Initiative Repository, 2020
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The Net Zero Initiative framework, shown in Figure 2, provides an understanding of the
key pillars of global decarbonization that each company can more or less contribute to
depending on its positioning in the economy.

Adopting a life-cycle approach

The overall contraction of fossil fuels use in our economies will not only occur at the outlet
of sumps or factory chimneys. This contraction will also impact fossil fuels extractors,
builders of the engines using these fuels, sellers of machines using these engines, etc.
From the perspective of corporate climate impact measurement, this reality translates into
the quantification of all emissions scopes:

e Scope 1: direct emissions related to the company’s activity;
e Scope 2: indirect emissions related to its electricity and heat consumption;

e Scope 3: indirect emissions from the supply chain (upstream), distribution,
product use and end-of-life management — processing and recycling
(downstream).

In many sectors such as agriculture, transportation, or fossil fuel production, indirect scope
3 emissions are much greater than scope 1 and 2 emissions. It is therefore essential to
measure scope 3 emissions to understand the real climate impact of companies,
particularly in sectors at higher stakes regarding climate change.

Valuing solution providers

While the life-cycle approach is essential to understanding actors’ exposure to GHG
emissions, it is not sufficient to understand the overall climate impact of a business. Thus,
a company that manufactures wind turbines could very well have total induced (life-cycle)
emissions higher than a cosmetics company of similar size. Induced emissions or
reduced induced emissions are therefore not alone relevant indicators to truly
understand a company’s climate impact.

In addition to induced emissions, we also look at emissions savings from
companies. These emissions are those that would have been emitted without the
company’s efforts to reduce them.

The same logic applies to solution providers who can reduce their induced emissions in
their direct scope (emissions avoided on scope 1), reduce or decarbonize their energy
supply (emissions avoided on scope 2) or reduce, for example, the carbon intensity of their
products (emissions avoided on scope 3).

Scopes 1&2 induced emissions only Life-cycle scopes 1, 2 & 3 induced emissions and emissions
savings
Production in
ix":“'_i“" glass furnaces Downstream
refining burning of
fossil fuels
wa ] — ]
Company A Company B Company A Company B
(Oil & Gas producer) (Insulation manufacturer) (Oil & Gas producer) (Insulation manufacturer)
Increased energy
efficiency in
buildings
M Scope 1&2 Scope 3 Emissions savings

Figure 3: lllustration of the importance of the life-cycle approach and emissions savings in
fully understanding the climate impact of companies

Source: Mirova, Carbone 4, Net Zero Initiative Repository, 2020
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Alignment Calculation and Results

Carbon Impact Analytics methodology

Mirova has been working since 2014 with the French consulting firm Carbon4Finance
which developed the Carbon Impact Analytics (CIA) methodology. The objective of this
methodology is to calculate induced and avoided lifecycle emissions for all companies in
the listed investment universes used by Mirova in a so-called bottom-up approach for
sectors with higher climate challenges. This approach makes it possible to calculate the
emissions induced and avoided based on real physical data of companies (number of cars
sold by type and geography, etc.) and thus to be able to judge their own climate
performance, without, for example, making sectoral averages specific to so-called top-
down methodologies. In 2022, Carbon4Finance updated the CIA methodology to add
qualitative judgment on the policies companies have in place to address climate issues.
These policies can be judged from several angles:

e Decarbonization targets set at certain time frames that can be set as part of
initiatives such as the Science-Based Targets Initiative (SBTi)

e Investments (CAPEX or OPEX) made with the goal of aligning with an ambitious
energy transition trajectory.

This qualitative judgment comes in addition to the more static quantitative measures,
dependent on the company’s past trajectory, to give a more prospective view of its climate
performance, in the form of a bonus/malus attributed to the company considered.

These indicators are finally combined in one single aggregated indicator called the CIA
overall rating, on a scale from 1 (best) to 15 (worst). This also allows the methodology to
be applied on several asset classes and portfolios that mix these asset classes together:
corporate bonds and equities, sovereign bonds as well as green bonds.


https://www.carbon4finance.com/
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Induced emissions Emissions avoided
Company Type (tCO2/€M) (tCO2/M€) CIA overall rating
Scopes Scopes
182 Scope 3 182 Scope 3
Traditional car manufacturer 40 300 -1 -80 10

Because automobiles burn directly oil over a relatively long life, most of the induced emissions
attributed to an automobile manufacturer come from the use of its products (i.e. cars) and their supply
chain (particularly steel as input). The production of vehicles itself generates far less carbon emissions
than cars when used. Energy efficiency measures in production plants can allow for avoided emissions
in scopes 1 and 2. But the potential to improve avoided emissions is much greater in scope 3, when
combustion engines vehicles are replaced by electric vehicles, when electricity has a relatively low
carbon intensity.

Nor has the auto manufacturer implemented an ambitious policy of transitioning to less carbon
intensive vehicles.

Wind turbine manufacturer | 70 0 0 -500 2

Wind turbines do not directly emit carbon when used, and the emissions associated with their
maintenance are marginal. Emissions induced by wind turbine production and end-of-life management
are also very low. Almost all emissions avoided by a wind turbine manufacturer fall under scope 3, as
downstream use of their products (e.g., power generation from wind turbines rather than a coal-fired
power plant) results in a climate benefit.

The wind turbine manufacturer has implemented a policy of decarbonizing its direct business and end-
of-life of its products that are already highly contributors to the transition.

Electricity provider | 300 80 -200 0 6

Most of the emissions induced by this utility are generated by scope 1 since it directly burns fossil fuels
to produce electricity. For electricity providers, scope 3 emissions fall under the fuel supply chains they
depend on to produce electricity, such as coal or natural gas extraction. Unlike the wind turbine
manufacturer, emissions avoided by a utility are in scope 1. Electricity generation, which is part of its
direct operations, from low-carbon sources results in lower carbon emissions compared to the baseline
emission rate (based on fossil fuels).

This supplier has also made a commitment to respect a decarbonisation trajectory compatible with a
2°C scenario by 2030, without, however, having made all the necessary investments.

Integrated Oil & Gas Player | 70 800 -1 -10

The extraction and production of fossil fuels consumes energy and emits CO2, but the combustion of
extracted fuels emits much more. Thus, like an automotive manufacturer, most of the induced
emissions of an integrated oil and gas company are generated by the end use of its products (scope 3
induced).

At Scope 1 level, an integrated oil and gas company can avoid emissions by reducing flaring. At Scope 2
level, it can improve efficiency, and at Scope 3, it can also avoid emissions either by encouraging energy
efficiency on the demand side or by reducing the carbon intensity of its energy portfolio compared to
other companies in the sector.

This producer has made no commitment to align with a scenario and continues its exploration
activities.

Cosmetics manufacturer 1 30 0 0 8

Cosmetics companies have very low emissions overall. In this sector, the production processes of
scopes 1 and 2 reject less emissions than in scope 3. Induced Scope 3 emissions come primarily from
upstream chemical production in the supply chain, downstream product distribution, packaging, and
recycling. A cosmetics company doesn’'t have many options to reduce emissions in its supply chain,
with the exception, possibly, of reducing packaging. However, it can avoid scope 1 and 2 emissions
through greater energy efficiency in its production process.

No specific commitments have been made to meet a decarbonisation trajectory in line with a climate
scenario.

Figure 4: lllustrative Examples of Carbon Impact Measurement and CIA Scores
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Temperature translation

The CIA overall rating, an indicator of a company’s overall climate performance, is used in
aggregate across portfolios to derive their temperature alignment. The fundamental
principles of this translation of the CIA rating into temperature are as follows:

We operate under the constraints of climate scenarios, which require a minimum
warming of 1.5°C (IECC, SSP 1-1.9) and a maximum warming of 5°C (IECC, SSP
5-8.5).

The IPCC SSP3-7.0 scenario, known as business-as-usual, will result in an
average temperature rise of 3.5°C. In the world of listed investments, such a
scenario is represented by a traditional market index weighted by market
capitalizations. We chose the MSCI World as a proxy. This is the first calibration
point of the formula: the temperature of 3.5°C is associated to the weighted
average CIA rating of the MSCI World.

The second calibration point of the formula is set at 2°C, in line with the objectives
of the Paris Agreement. The Euronext Low Carbon 300 index was chosen to
represent an economy aligned with a 2°C scenario. The LC300 is a Paris Aligned
Benchmark within the meaning of the European Commission and it has the
particularity of being optimized on the basis of the CIA rating.

“S curve” an S curve as shown below makes it possible to respect the two
calibration points described above and to tend towards extreme scenarios (1.5°C
and 5°C)

July 2022
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Figure 5: Translation curve of the average CIA rating in temperature at the portfolio level

Source: Mirova

Mirova aims, for all its investments, to propose portfolios consistent with a climate trajectory below 2°C
defined in the 2015 Paris agreements, and systematically displays the carbon impact of its investments
(excluding Solidarity and Natural Capital management), calculated using a proprietary methodology that
may include some bias.

All figures in this report refer to previous years.

Past performance is not indicative of future performance.
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Results

According to the methodology described above, all Mirova’s listed equity and bond
investment portfolios are aligned with a warming scenario of less than 2°C and
therefore in line with the Paris Agreement. However, diversified investments that do not
focus solely on the climate issue should be differentiated from investment portfolios whose
primary objective is to contribute to the energy transition. For this reason, we have decided
to display a temperature of 1.5°C for the funds particularly involved on this subject, such
as the Environmental or Green Bonds funds, while the other funds and indices are
assigned a temperature within an interval of 0.5°C up to 5°C. The purpose of this display
is not to give the illusion of precision.

Portfolio or Index Int.iutfed Em|s§ lons Temperature alignm
emissions savings ent
S&P 500 108 '5 ]3 Soc.4o
MSCI World 137 8 Cl
MSCI Europe 203 -12
CAC 40 221 19 ]2-5(;??3° .
Barclays Euro Aggregate 161 53
Corporate
Barclays Euro Aggregate 500 126 -35 12°C:2.5°
Euronext Low Carbon 300 67 -14 cl
Mirova Global Sustainable 55 14
Equity Fund? <2°C
Mirova Europe Sustainable 113 45
Equity Fund*
Mirova Europe Environmental )
Equity Fund® 170 54 1.5°C
Mirova Global Green Bond ’
204 -602
Fund®

Figure 6: Result of the CIA methodology on a few Mirova portfolios and market indices

Source: Mirova

3 Mirova Global Sustainable Equity Fund is a sub-fund of the Mirova Funds SICAV, approved by the
Commission de Surveillance du Secteur Financier (“the CSSF”). Natixis Investment Managers
International is the management company and Mirova US is the financial manager by delegation.

4 Mirova Europe Sustainable Equity Fund, Mirova Europe Environmental Equity Fund and Mirova
Global Green Bond Fund are sub-funds of the SICAV under Luxembourg law Mirova Funds,
approved by the Commission de Surveillance du Secteur Financier (“the CSSF”). Natixis Investment
Managers International is the management company and Mirova is the financial manager by
delegation.

The specific risks associated with investing in these funds are related to capital loss, financial
derivative instruments, debt securities, liquidity, interest rate changes, emerging markets, credit risk,
sustainability risks, lower category securities or unlisted securities, counterparty risk, exchange rate,
changes in laws and/or tax regimes, ESG-driven investment, sustainability risk.
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Conclusion

Mirova continues to measure and understand as accurately and appropriately as possible
the alignment of its investments with climate goals. The temperature alignment
measurement methodology, the founding principles and update of which are described in
this document, is one of the tools that help meet this need. Alternative approaches are
emerging with other players in the market: this is very good news that demonstrates both
an increasing interest in the issue and increasingly ambitious regulatory obligations on the
subject.

Some of these approaches are based almost exclusively on the objectives and
commitments that the underlying companies have set for themselves. We believe these
commitments from companies are paramount and that’s a central part of the engagement
we have with companies at high stakes regarding climate issues. Nevertheless, despite
increasing commitments from a growing number of players, the global economy is still
obviously not on a sufficiently ambitious climate trajectory, despite multiple alerts from the
scientific community for many years.

In other words, we already know the results of such a methodology when applied in specific
situations: investing blindly in the global economy as represented by a traditional index is
likely in line with a warming scenario of +3°C to +4°C, while investing in a portfolio of
companies that manufacture wind turbine components and energy efficiency solutions
most likely contributes to a 1.5°C scenario.

Mirova’s temperature alignment measurement methodology will certainly continue to
evolve in the future based on the data that will be accessible and their quality, always
keeping a pragmatic view of assets’ climate performance at the heart of its approach.

All figures in this report refer to previous years.
Past performance is not indicative of future performance.
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LEGAL MENTION
This document is intended for non-professional and professional clients as defined by MiFID for information purposes only.

This document does not constitute or form part of any offer, or solicitation, or recommendation to subscribe for, or buy, or concede any shares issued or
to be issued by the funds managed by Mirova investment management company. The presented services do not take into account any investment
objective, financial situation or specific need of a particular recipient. Mirova shall not be held liable for any financial loss or for any decision taken on the
basis of the information contained in this document, and shall not provide any consulting service, notably in the area of investment services.

The information contained in this document is based on present circumstances, intentions and guidelines, and may require subsequent modifications.
Although Mirova has taken all reasonable precautions to verify that the information contained in this document comes from reliable sources, a significant
amount of this information comes from publicly available sources and/or has been provided or prepared by third parties. Mirova bears no responsibility
for the descriptions and summaries contained in this document. No reliance may be placed for any purpose whatsoever on the validity, accuracy,
durability or completeness of the information or opinion contained in this document, or any other information provided in relation to the fund.

This presentation contains forward-looking information which may be identified by the use of the following terms: “anticipate”, “believe”, “may”, “expect”,
“intend to”, “can”, “plan”, “potential”, “project”, “search”, “should”, “will”, “could”, including in their negative form, as well as any variations or similar terms.
This forward-looking information reflects current opinions regarding current and future events and circumstances and is no guarantee by Mirova of the
fund’s future performance. It is subject to risks, uncertainties and hypotheses, including those related to the evolution of business, markets, exchange and
interest rates; economic, financial, political and legal circumstances as well as any other risk linked to the fund’s activity. On account of these several
risks and uncertainties, the actual results may substantially differ from the information contained in the forward-looking statements. Any financial
information regarding prices, margins or profitability is informative and subject to changes at any time and without notice, especially depending on
market circumstances. Mirova makes no commitment to update or revise any forward-looking information, whether due to new information, future events
or any other reason.

The information contained in this document is the property of Mirova. It may not be communicated to third parties without the prior written consent of
Mirova. It may not be copied, in part or in whole, without the prior written consent of Mirova. The distribution, possession or delivery of this document in
some jurisdictions may be limited or prohibited by law. Persons receiving this document are asked to learn about the existence of such limitations or
prohibitions and to comply with them.

Mirova voting and engagement policy as well as transparency code are available on its website : www.mirova.com.
Non-contractual document, written in July 2022

Mirova aims, for all its investments, to propose portfolios consistent with a climate trajectory of less than 2°C defined in the Paris Agreements of 2015,
and systematically displays the carbon impact of its investments (excluding Social impact and Natural Capital funds), calculated from a proprietary
methodology that may involve biases.

ESG INVESTING RISK & METHODOLOGICAL LIMITS

By using ESG criteria in the investment policy, the relevant Mirova strategies' objective would in particular be to better manage sustainability risk and
generate sustainable, long-term returns. ESG criteria may be generated using Mirova’s proprietary models, third party models and data or a combination
of both. The assessment criteria may change over time or vary depending on the sector or industry in which the relevant issuer operates.

Applying ESG criteria to the investment process may lead Mirova to invest in or exclude securities for non-financial reasons, irrespective of market
opportunities available. ESG data received from third parties may be incomplete, inaccurate or unavailable from time to time. As a result, there is a risk
that Mirova may incorrectly assess a security or issuer, resulting in the incorrect direct or indirect inclusion or exclusion of a security in the portfolio of a
Fund. For more information on our methodologies, please refer to our Mirova website: www.mirova.com/en/sustainability

An affiliate of : VNAT'X'S
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ABOUT MIROVA

Mirova is a management company dedicated to sustainable investment and an affiliate
of Natixis Investment Managers. Through conviction management, Mirova's goal is

to combine long-term value creation and sustainable development. Pioneers in many
areas of sustainable finance, Mirova's talents aim to continue innovating in order to
offer their clients solutions with high environmental and social impact. Mirova and its
affiliates manage €27.2 billion as of December 31, 2022. Mirova is a mission-driven
company, labeled B Corp*.

*The reference to a ranking or a label does not prejudge the future performance of the
funds or its managers.
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MIROVA

Portfolio Management Company - Anonymous Company
RCS Paris No.394 648 216

AMF Accreditation No. GP 02-014

59, Avenue Pierre Mendes France 75013 Paris

Mirova is an affiliate of Natixis Investment Managers.
Website - LinkedIn

NATIXIS INVESTMENT MANAGERS

French Public Limited liability company

RCS Paris n°453 952 681

Registered Office: 59, avenue Pierre Mendeés

France 75013 Paris

Natixis Investment Managers is a subsidiary of Natixis.

MIROVA US

888 Boylston Street, Boston, MA 02199; Tel: 857-305-6333
Mirova U.S, LLC (Mirova US) is a U.S.-based investment
advisor that is wholly owned by Mirova. Mirova is
operating in the U.S. through Mirova US. Mirova US and
Mirova entered into an agreement whereby Mirova
provides Mirova US investment and research expertise,
which Mirova US then combines with its own expertise,
and services when providing advice to clients.

MIROVA UK

UK Private limited company

Company registration number: 7740692

Authorised and Regulated by the Financial Conduct
Authority ("FCA") under number 800963

Registered office: Quality House by Agora, 5-9 Quality
Court, London, WC2A THP

The services of Mirova UK Limited are only available to
professional clients and eligible counterparties. They are
not available to retail clients. Mirova UK Limited is wholly
owned by Mirova.

MIROVA SUNFUNDER

Mirova SunFunder, Inc. is a company registered in
Delaware

State File Number: 5125699

Registered Office: 2810 N Church Street, Wilmington -
Delaware - 19802 USA

Mirova SunFunder Inc. is a subsidiary of Mirova US
Holdings LLC, which is wholly owned by Mirova.
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