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LGIM’s Biodiversity policy

As a global investor, Legal & General Investment Management
(LGIM) is committed to addressing the issue of biodiversity
loss. We believe that recognising the potential risks from
biodiversity loss is firmly part of our fiduciary duty of managing
our clients’ assets.

Summary

Biological diversity is the variability among living organisms from all sources including terrestrial, marine and other
aquatic ecosystems, and the ecological complexes of which they are part. It includes diversity within species,
between species, and of ecosystems.’

Biodiversity provides and supports everything in the natural world we need to survive, yet biodiversity loss is one
of the greatest challenges we currently face.

Between 1970 and 2016 there has on average been a 68% decrease in population sizes of mammals, birds,
amphibians, reptiles and fish.2 This decline is occurring at a rate greater than any other time in human history.3
Up to a million species are now threatened with extinction, many within decades.*

Biodiversity loss and why it matters to investors

Biodiversity loss presents a major global systemic risk, as more than half of the world’s gross domestic product
(GDP) — around $44 trillion — is either moderately or highly dependent on nature.® The natural world depends on
biodiversity. It's been estimated that the cost of failing to act by 2050 would lead to a cumulative loss of USD10
trillion,® while around one in five companies globally face significant operational risks as a result of collapsing
ecosystems.”

Through their investment portfolios, clients may be exposed to direct or indirect biodiversity risks including:

« physical risk — for example, the loss of/insufficient access to raw materials

 litigation and reputational risks — such as companies being involved in illegal deforestation through their value
chain

« the risk of increasing regulation — for instance the UK’s Environment Bill being strengthened to halt biodiversity
loss by 2030

» systemic risk — as outlined above, and as recognition grows of the linkages between the environment and
health

1. Convention on Biological Diversity, 1982.

2. WWEF Living Planet Report, 2020.

3. Average abundance of 20,811 populations representing 4,392 species monitored across the globe. The white line shows the index values
and the shaded areas represent the statistical certainty surrounding the trend. WWF & ZSL, 2020.

4. IPBES Global Assessment for Biodiversity and Ecosystem Services, 2019.

5. World Economic Forum, 2020.

6. HSBC Paradise Lost, 2020.

7. Swiss Re Group, Institute Biodiversity and Ecosystem Index, 2020.
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The degradation of oceans, forests and other ecosystems undermines nature’s ability to provide many goods that
societies and economies need to thrive.

LGIM therefore believes it’s vital that companies pro-actively consider and address issues of biodiversity to
generate sustainable outcomes and value for all stakeholders. The Intergovernmental Science-Policy Platform on
Biodiversity and Ecosystem Services (IPBES) identifies seven drivers of biodiversity loss® and companies need to
pay attention to these factors as wider stakeholders raise the expectations on corporations to act responsibly.

LGIM has a crucial role to play in holding investee companies to account for understanding the biodiversity risks
and opportunities that they are exposed or contributing to, and in providing relevant disclosure on these issues. In
addition, in our role as an owner and manager of direct investments, we recognise our responsibility to protect
and enhance biodiversity.

This is particularly important for real estate and infrastructure investments. We’re working towards strengthening
our engagement and collaboration with occupiers and other stakeholders on this topic to develop a co-ordinated
approach. With adequate information, we will be able to integrate biodiversity risk, opportunity and impact into
investment management.

We have also entered into a global partnership with Lewis Pugh, the environmental campaigner and endurance
swimmer, whose swims highlight the precarious state of natural world — in particular ocean biodiversity — and the
damaging effects of climate change.

Lewis is calling on all nations to protect 30% of the world’s oceans by 2030 and to cut their emissions significantly.
This is an urgent mission that we fully support.

Finance for biodiversity pledge

In 2021 LGIM signed the pledge
As a signatory, by 2024 at the latest we commit to:

collaborating and knowledge sharing
engaging with companies

assessing impact

setting targets

reporting publicly

Our Biodiversity Policy is the first step in formalising LGIM’s approach to delivering on our
commitments

8 https://ipbes.net/global-assessment


https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.lgim.com%2Fuk%2Fen%2Fresponsible-investing%2Flewis-pugh%2F&data=04%7C01%7CCatherine.Ogden%40lgim.com%7C449a2d8cba1d4d747ea008d994a201e2%7Cd246baabcc004ed2bc4ef8a46cbc590d%7C0%7C0%7C637704245813291337%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=jI%2Bi5LKXjwXvYkR85HytDyLjfao0GuCYPYFy30Q1x0Y%3D&reserved=0
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LGIM’s approach

Our approach to biodiversity encompasses a number of different avenues, including:

« developing our capacity to assess biodiversity risks and opportunities

» working with policymakers

* engaging with the companies in which we invest and with wider stakeholders
* reporting to clients

Developing our capacity to assess biodiversity risks and opportunities

We see it as our responsibility to provide the right framework to address ESG risks and opportunities in every part
of our business, and this includes those related to biodiversity.

At the highest level, overall responsibility for ESG risks, in so far as they are material to investments, lies with
LGIM’s CEO who has oversight of relevant risks as reported through a series of risk and investment committees,
such as:

* LGIM’s Investment Stewardship Committee, with overall responsibility for the evolution and implementation
of investment stewardship and responsible investment policies, including those related to biodiversity loss. Our
CEO, CIO, Director of Investment Stewardship and independent non-executive directors are members.

* Global Research and Engagement Groups (GREGS), set up to unify our engagement efforts and help
determine exposures to ESG risks and opportunities, including biodiversity. The groups consist of over 70
analysts focused on tackling emerging ESG issues across a range of sectors which are agnostic about the
capital structure. These include supply chains, biodiversity, and climate change

* Responsible Investment Group, a senior executive decision-making body which oversees the integration of
ESG across all aspects of LGIM’s business, and across different asset classes

* Index Solutions Committee which oversees the integration of ESG criteria into index portfolios

We have developed a variety of proprietary ESG tools, used across different asset classes and investment
strategies, with the ability to incorporate relevant ESG metrics. These tools are used to support fund managers,
develop new investment solutions, assist the investment stewardship team in its engagements with companies,
and help clients understand more about the ESG profile of portfolios.

While metrics such as those related to water and deforestation are increasingly available, there remains a paucity
of comprehensive and specific data on a company’s impact on, and exposure to, biodiversity. We recognise that
more needs to be done to support companies and investors in identifying and accessing relevant biodiversity
data, and it is with this in mind that we have become an observer member to the Taskforce for Nature-related
Financial Disclosures (TNFD).

The TNFD seeks to provide a framework for corporates and financial institutions to assess, manage and report on
their dependencies and impacts on nature. It also seeks to aid the appraisal of nature-related risk and the
redirection of global financial flows away from nature-negative outcomes, towards nature-positive outcomes. We
support this initiative and the need for more robust data tools and reporting. As this improves, we will seek to
incorporate relevant biodiversity data into LGIM’s proprietary ESG tools and scores.
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Policy engagement

As a global system-wide issue, biodiversity loss requires a market-wide approach. That is why engagement with
governments and regulators is so important.

For many years, policymakers have been acutely aware of the importance of developing strong biodiversity-
related policies in their respective markets, and they continue to have a significant role to play in addressing
biodiversity loss. From the current dominant paradigms that undervalue biodiversity, to solutions that could
address biodiversity loss — all are highly dependent on policy support.

We are supportive of the Convention on Biological Diversity and have been emphasising the need for national and
international policy ambition around biodiversity issues. We have done this by engaging with policymakers in the
UK, EU, and globally both directly and collaboratively with other investors, think-tanks and civil society. This has
been carried out through various forums, including our membership of the Institutional Investor Group on Climate
Change (IIGCC), the UN Principles for Responsible Investment (PRI), the Investors Policy Dialogue on
Deforestation (IPDD) and the FAIRR initiative.®

Our work to date has included pushing the European Commission to align taxonomy with biodiversity targets and
reform the Common Agricultural Policy in a way that encourages biodiversity. Alongside other investors, we have
engaged directly with both the Indonesian and Brazilian governments on deforestation and written to state-
legislatures in the US to support deforestation policies for public procurement. Recognising the important links
between biodiversity and climate change, we have also written to the G20 calling on nations to enact ambitions
policies and disclose effective targets for greenhouse gas reductions in agriculture.

We will continue to work with both regulators and governments to encourage them to establish and enforce
policies related to biodiversity and to ensure that these reflect the interconnected nature of biodiversity loss and
climate change.

Company engagements

LGIM seeks to protect clients' assets through raising market standards and best practice. One of the ways we do
this is through the expectations we set of investee companies in public markets. Our engagement with company
boards and executive directors are central to advancing on all facets of ESG, and biodiversity is no exception. We
expect companies to build strategies that enable them to adapt and to thrive within the rapidly evolving political,
societal and environmental backdrop. While we have been incorporating deforestation into our stewardship
activities since 2016, we recognise that more needs to be done to address biodiversity as a standalone issue at
both company and system-wide levels.

As part of our commitment to address biodiversity, we will therefore engage directly and collaboratively (with other
investors and investor groups) with companies that have a high impact and/or dependency on biodiversity and
ecosystem services. This will not only allow us to further assess potential risks to the sustainability of these
companies, but also to push for greater transparency and progress in the market.

As a first step, we expect companies to assess their impact and dependencies on biodiversity with a view to
managing risk, as well as mitigating and, over time, reversing negative impacts. We encourage companies to
commit to having an overall positive impact on biodiversity. We expect companies to take into account direct as
well as indirect activities of their supply chains. We will be seeking greater disclosure from investee companies in

9 A collaborative investor network that raises awareness of the ESG risks and opportunities brought about by intensive livestock production.
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line with TNFD and Sustainability Accounting Standards Board requirements. We will also use biodiversity-related
ESG information to set our expectations of companies on issues of governance and strategy.

We will draw on all the tools we have as stewards of our clients’ assets to positively influence this critical issue,
providing feedback to companies on their progress. In line with our voting policies, we will vote on shareholder
resolutions related to biodiversity. To date, such resolutions have typically referred to deforestation, packaging
and pollution, water usage, and pesticides.

We expect to vote in line with best practice on addressing drivers of biodiversity loss and during 2022, LGIM will
develop additional sector-specific and time-bound expectations of investee companies as part of our biodiversity
engagement programme. This will include setting out our approach to escalation on this important topic. As
market standards develop in this arena, LGIM will adapt our engagement strategies to reflect these.

Reporting

We are committed to communicating our efforts to our clients. Biodiversity now forms part of our regular ESG
reporting channels for listed portfolios, which are published quarterly and annually on our website.

We are firm believers in improving market information on ESG issues. That's why we have become an observer
member to the Taskforce for Nature-related Financial Disclosures (TNFD).

We will also look to publish thought-leadership pieces on the topic to inform investee companies and our clients
and to help to drive the conversation forward.
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Important information

Legal & General Investment Management
One Coleman Street

London

EC2R 5AA

Authorised and regulated by the Financial Conduct Authority.

Legal & General Investment Management does not provide advice on the suitability of its products or services.

Ultimate holding company - Legal & General Group plc.

LGIM Europe Disclaimer and important legal
notice

The information contained in this document (the
‘Information’) has been prepared by LGIM Managers
Europe Limited (‘LGIM Europe’), or by its affiliates
(‘Legal & General’, ‘we’ or ‘us’). Such Information is
the property and/or confidential information of Legal
& General and may not be disclosed by you to any
other person without the prior written consent of
Legal & General.

No party shall have any right of action against Legal
& General in relation to the accuracy or
completeness of the Information, or any other written
or oral information made available in connection with
this publication. Any investment advice that we
provide to you is based solely on the limited initial
information which you have provided to us. No part
of this or any other document or presentation
provided by us shall be deemed to constitute ‘proper
advice’ for the purposes of the Investment
Intermediaries Act 1995 (as amended). Any limited
initial advice given relating to professional services
will be further discussed and negotiated in order to
agree formal investment guidelines which will form
part of written contractual terms between the parties.
Past performance is no guarantee of future results.
The value of an investment and any income taken
from it is not guaranteed and can go down as well as
up, you may not get back the amount you originally
invested. The Information has been produced for use
by a professional investor and their advisors only. It
should not be distributed without our permission.

The risks associated with each fund or investment
strategy are set out in this publication, the relevant
prospectus or investment management agreement
(as applicable) and these should be read and
understood before making any investment decisions.
A copy of the relevant documentation can be
obtained from your Client Relationship Manager.

Confidentiality and Limitations:

Unless otherwise agreed by Legal & General in
writing, the Information in this document (a) is for
information purposes only and we are not soliciting
any action based on it, and (b) is not a
recommendation to buy or sell securities or pursue a
particular investment strategy; and (c) is not
investment, legal, regulatory or tax advice. Any
trading or investment decisions taken by you should
be based on your own analysis and judgment
(and/or that of your professional advisors) and not in
reliance on us or the Information. To the fullest
extent permitted by law, we exclude all
representations, warranties, conditions, undertakings
and all other terms of any kind, implied by statute or
common law, with respect to the Information
including (without limitation) any representations as
to the quality, suitability, accuracy or completeness
of the Information.

Any projections, estimates or forecasts included in
the Information (a) shall not constitute a guarantee of
future events, (b) may not consider or reflect all
possible future events or conditions relevant to you
(for example, market disruption events); and (c) may
be based on assumptions or simplifications that may
not be relevant to you.

The Information is provided ‘as is' and 'as available’.
To the fullest extent permitted by law, Legal &
General accepts no liability to you or any other
recipient of the Information for any loss, damage or
cost arising from, or in connection with, any use or
reliance on the Information. Without limiting the
generality of the foregoing, Legal & General does
not accept any liability for any indirect, special or
consequential loss howsoever caused and, on any
theory, or liability, whether in contract or tort
(including negligence) or otherwise, even if Legal &
General has been advised of the possibility of such
loss.
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Third Party Data:

Where this document contains third party data
('Third Party Data’), we cannot guarantee the
accuracy, completeness or reliability of such Third-
Party Data and accept no responsibility or liability
whatsoever in respect of such Third-Party Data.
Publication, Amendments and Updates:

We are under no obligation to update or amend the
Information or correct any errors in the Information
following the date it was delivered to you. Legal &
General reserves the right to update this document
and/or the Information at any time and without
notice.

Although the Information contained in this document
is believed to be correct as at the time of printing or
publication, no assurance can be given to you that
this document is complete or accurate in the light of
information that may become available after its
publication. The Information may not take into
account any relevant events, facts or conditions that
have occurred after the publication or printing of this
document.

Telephone Recording:

As required under applicable laws Legal & General
will record all telephone and electronic
communications and conversations with you that
result or may result in the undertaking of
transactions in financial instruments on your behalf.
Such records will be kept for a period of five years
(or up to seven years upon request from the Central
Bank of Ireland (or such successor from time to
time)) and will be provided to you upon request.

In the United Kingdom and outside the European
Economic Area, it is issued by Legal & General
Investment Management Limited, authorised and
regulated by the Financial Conduct Authority, No.
119272. Registered in England and Wales No.
02091894 with registered office at One Coleman
Street, London, EC2R 5AA.

D002334

In the European Economic Area, it is issued by
LGIM Managers (Europe) Limited, authorised by the
Central Bank of Ireland as a UCITS management
company (pursuant to European Communities
(Undertakings for Collective Investment in
Transferable Securities) Regulations, 2011 (S.I. No.
352 of 2011), as amended) and as an alternative
investment fund manager with “top up” permissions
which enable the firm to carry out certain additional
MiFID investment services (pursuant to the
European Union (Alternative Investment Fund
Managers) Regulations 2013 (S.I. No. 257 of 2013),
as amended). Registered in Ireland with the
Companies Registration Office (No. 609677).
Registered Office: 33/34 Sir John Rogerson’s Quay,
Dublin, 2, Ireland. Regulated by the Central Bank of
Ireland (No. C173733).

LGIM Managers (Europe) Limited operates a branch
network in the European Economic Area, which is
subject to supervision by the Central Bank of Ireland.
In Italy, the branch office of LGIM Managers
(Europe) Limited is subject to limited supervision by
the Commissione Nazionale per le societa e la Borsa
("CONSOB”) and is registered with Banca d’ltalia
(no. 23978.0) with registered office at Via Uberto
Visconti di Modrone, 15, 20122 Milan, (Companies’
Register no. Ml - 2557936). In Germany, the branch
office of LGIM Managers (Europe) Limited is subject
to limited supervision by the German Federal
Financial Supervisory Authority (“BaFin”). In the
Netherlands, the branch office of LGIM Managers
(Europe) Limited is subject to limited supervision by
the Dutch Authority for the Financial Markets (“AFM")
and it is included in the register held by the AFM and
registered with the trade register of the Chamber of
Commerce under number 74481231 .Details about
the full extent of our relevant authorisations and
permissions are available from us upon request. For
further information on our products (including the
product prospectuses), please visit our website.
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