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Summary

Through the implementation of this Coal Exclusion Policy, Legal &
General Investment Management (Holdings) Limited (LGIM(H)) and its
subsidiaries will exclude from investments those companies that are
involved in the mining and extraction of thermal coal’ as set out in the
Policy Scope below.

We view coal’s current role in the energy mix to be incompatible with the global commitment, made under the
Paris Agreement (an international treaty on climate change), to limit the increase in the global average
temperature, “...to well below 2°C above pre-industrial levels”, and to pursue efforts to limit the temperature
increase to 1.5°C above pre-industrial levels. LGIM is committed to supporting the objectives of the Paris climate
goals.

The high emissions intensity associated with burning coal means that rapid cuts will be needed to meet the global
climate target. We expect coal to be a decreasing part of the energy mix, and working in the best interests of our
clients, we believe it is important to capture this transition within the portfolios that we manage.

Context and background

There is a significant gap between the emission reductions necessary to restrict warming to the levels set out in
the Paris Agreement and the current state of emissions. To achieve this ambitious target, we must therefore
meaningfully shift our methods of generating and consuming energy globally.

The largest proportion of human-related greenhouse gas emissions? (primarily carbon dioxide and methane)
comes from burning fossil fuels for energy. Of energy emissions, around half come from coal.?

Thermal coal is used for power and heat generation. Substitutes that replace the need for coal-fired generation
are available in the form of technologies such as renewables, gas and nuclear. A faster-than-expected shift away
from coal could have a disproportionate impact on companies generating a high proportion of their revenues from
thermal coal.*

" Thermal coal is used for power and heat generation. Through this policy we are evolving our approach to investment restrictions on
coal, setting the trajectory towards meeting the recommendations of the Science Based Targets Initiative (SBTI), which include
phasing out investments in coal by 2030 and ceasing investments in companies that generate 5% or more of revenues from coal and
are investing in new coal capacity.

2 Carbon dioxide, methane, nitrous oxide and three groups of fluorinated gases.

3 |EA, https://www.iea.org/reports/global-energy-co2-status-report-2019/emissions.

4 More information can be found here on how we view the emerging market dynamics of coal and coal-fired power/heat generation.



https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.iea.org%2Freports%2Fglobal-energy-co2-status-report-2019%2Femissions&data=04%7C01%7CCatherine.Ogden%40lgim.com%7Ca8b9049dceb8492ec0bd08d8a29d8094%7Cd246baabcc004ed2bc4ef8a46cbc590d%7C0%7C0%7C637438144665900440%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=VxxFMDYH9slOJldrBaGECND2cGj9y%2BksvtSVwJu%2FIYg%3D&reserved=0
https://www.lgim.com/landg-assets/lgim/_document-library/insights/long-term-thinking-energy-peak-coal-september-17-umbrella.pdf
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Policy scope
Coal/oil sand classification and revenue threshold
This policy applies to:

« Companies involved in the mining and extraction of thermal coal. The scope of this policy does not extend
to metallurgical coal®

«  Screening will be carried out and exclusions will be applied to those companies that generate 20% or
more of their revenues from coal mining and extraction

*  Companies involved in thermal coal power generation:

«  Screening will be carried out and exclusions will be applied to those companies that generate 20% or
more of revenues from coal-fired power generation

o Where a company has set out a clear Paris-aligned plan to phase out coal by 2030 in OECD, and
by 2040 in non-OECD, we retain the ability to invest

o Where a company has non-coal subsidiaries, we retain the ability to fund specific issuing entities

«  Companies that derive more than 20% of revenues from oil sands (sand and rock material that contain
crude bitumen)

« Additional capacity exclusions will be applied to portfolios implementing LGIM’s Future World Protection
List (FWPL)

New investments and coal phase out

«  For funds we have committed to manage in line with net-zero emissions, LGIM will exclude, in addition to
the above, companies making new investments in thermal coal and oil sands

* Across all LGIM funds, we will use active and escalating engagement with the aim of ensuring no new
thermal coal generation is developed and no further oil sand resources are exploited

* Across all LGIM funds, we will use active and escalating engagement with the aim of ensuring that phase-
out of existing unabated capacity and activity is undertaken in line with net zero pathways. This will take
into consideration the need for a just transition in countries or regions where there is significant economic
dependence on thermal coal power or mining

Excluded companies

LGIM(H)’s coal exclusion list has been developed in conjunction with a third-party service provider and will apply
to:

« Publicly listed, private and state-owned companies
*  The corporate entity only, not the company’s parent owner

LGIM(H) may inform companies on the exclusion list of its policy and will encourage them to reconsider
involvement in the thermal coal sector where relevant.

5 Metallurgical coal is generally used in industrial processes, such as steelmaking, where low-carbon substitutes are not yet
economically viable (in the absence of a carbon price). We distinguish between metallurgical and thermal coal in the exclusions we

apply.
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Excluded instruments

* LGIM(H) and its subsidiaries will not invest in equity or fixed income instruments in companies on its exclusion
list in accordance with the section headed ‘Application to LGIM(H) subsidiaries’ below

- This policy and the exclusion list shall be applied by LGIM(H) or the relevant subsidiary (as the case may be)
subject to any applicable contractual, legal and/or regulatory obligations.

Application to LGIM(H) subsidiaries

This policy applies to the discretionary investment management decisions taken by subsidiaries of LGIM(H) for
their respective clients and those subsidiaries include:

* Legal & General Investment Management Limited (LGIM) located in London
* Legal & General Investment Management America Inc (LGIMA) located in Chicago
* Legal & General Investment Management Asia Limited (LGIM Asia) located in Hong Kong

The LGIM(H) subsidiaries detailed above are appointed investment managers to a number of clients, including
pooled investment product providers which are affiliated with LGIM(H) and/or segregated clients.

Subject to the sections below, this policy shall apply to both:
* pooled funds including:
a. collective investment schemes where a subsidiary or associated company of LGIM(H) is the manager

b. the unit-linked pooled insurance fund of Legal and General Assurance (Pensions Management) Limited
(also known as the Long-Term Fund)

* segregated mandates (funds that are managed on a segregated basis)

In each case, the policy is set out as below. More information on the pooled funds to which this policy applies is
available on request.

Pooled funds:
«  This policy applies to:

« all investments made on behalf of our clients (over which we have full discretion) in active equity
and fixed income funds

« all index funds which apply our Future World Protection List (FWPL) of exclusions. Where the
FWPL does not apply but an index’s methodology and rules preclude investment in coal companies,
exclusions may differ in scope to those under this policy

+ all multi-asset funds. However, where these funds buy an index fund, there may be an economic
exposure to issuers on our coal exclusion list

This policy will be applied to any directly held securities purchased through these funds.

This policy will apply to all active pooled funds as part of multi-asset strategy both on a pooled and segregated
basis.

Where a unit-linked fund wraps an externally managed fund, this policy will not apply to that externally managed
fund. However, the external manager may have their own coal exclusion policy.

We will also seek to apply this policy to all newly launched LGIM-designed products.
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Segregated mandates:

From February 2021, LGIM encourages the adoption of this policy in segregated investment guidelines although
the client has the ultimate decision as to whether to adopt this policy.

It should be noted that:

» segregated portfolios comprising derivative and/or currency hedging overlays may have economic
exposure to indices that are not applying this policy

+ this policy shall not be applied to the investment guidelines of segregated index mandates unless this
policy is included in a customised index

Implementation process

LGIM has engaged a third-party service provider to identify companies involved in thermal coal, as outlined in this
policy, and to support the development of an exclusion list. The list is reviewed twice a year and where new
companies are identified we will seek to divest holdings within the following 90 days. Where names are removed
from the list, they are then once again eligible for investment.

Internally, we implement processes and monitor compliance of this policy. We welcome questions from external
stakeholders.

How to contact us
For any queries about this policy, please contact:

InvestmentStewardship@lgim.com

This policy will be reviewed by LGIM’s Responsible Investment Group and the Chief Investment Officer on an
annual basis. We reserve the right to update this policy from time to time, including to reflect good industry
practice.


mailto:InvestmentStewardship@lgim.com
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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.

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.l. 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. MI - 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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