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Important Information

Units in the fund referred to herein are issued by Magellan Asset Management Limited ABN 31 120 593 946, AFS Licence No. 304 301 ("Magellan’). This material is
issued by Magellan and has been prepared for general information purposes only and must not be construed as investment advice or as an investment
recommendation. This material does not take into account your investment objectives, financial situation or particular needs. This material does not constitute an offer
or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe for interests in any
type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target Market Determination (TMD") and
consider obtaining professional investment advice tailored to your specific circumstances before making a decision about whether to acquire, or continue to hold, the
relevant financial product. A copy of the relevant PDS and TMD relating to the relevant Magellan financial product may be obtained by calling +61 2 9235 4888 or by
visiting www.magellangroup.com.au.

Past performance is not necessarily indicative of future results and no person guarantees the future performance of the fund/trust [Delete where appropriate], the
amount or timing of any return from it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will
be achieved. Statements contained in this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of
Magellan. Such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. This material may
contain ‘forward-looking statements’. Actual events or results or the actual performance of a Magellan financial product or service may differ materially from those
reflected or contemplated in such forward-looking statements. This material may include data, research and other information from third-party sources. Magellan makes
no guarantee that such information is accurate, complete or timely and does not provide any warranties regarding results obtained from its use. This information is
subject to change at any time and no person has any responsibility to update any of the information provided in this material. No representation or warranty is made
with respect to the accuracy or completeness of any of the information contained in this material. Magellan will not be responsible or liable for any losses arising from
your use or reliance upon any part of the information contained in this material.

Further information regarding any benchmark referred to herein can be found at www.magellangroup.com.au. Any third party trademarks contained herein are the
property of their respective owners and Magellan claims no ownership in, nor any affiliation with, such trademarks. Any third party trademarks that appear in this
material are used for information purposes and only to identify the company names or brands of their respective owners. No affiliation, sponsorship or endorsement
should be inferred from the use of these trademarks. This material and the information contained within it may not be reproduced, or disclosed, in whole or in part,
without the prior written consent of Magellan.
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Who is Magellan?

GLOBAL (A$15.3bn) AIRLIE (A$4.6bn)

{6}
’ Founded 2006 @) 22 experienced investment experts
) Australia, New Zealand, United States rﬂ@é’ ESG - integrated investment process

As at 31 December 2023
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Agenda

Metrics and Targets

1. Approach — evolved over time

2. Metrics used — why were these selected?
3. Climate Targets & assessing credibility

4. Challenges

5. Resources, tools and training

6. Examples
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Approach

Supported and guided by Responsible Investment associations and investor groups
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Approach

Integrating climate metrics and targets across strategies

All strategies Strategy specific (Sustainable)

* ESG integration: Materiality o (e Cailer Frmeiers

*  Portfolio Carbon intensity * Net Zero Asset Manager initiative targets

* Net Zero investment Framework (NZIF) assessment

* Climate Stewardship strategy

* Proprietary Infrastructure climate transition
framework (SAFE)
* Net Zero Asset Manager initiative targets

* Proprietary Infrastructure climate transition
framework (SAFE)
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Approach

How it has evolved over time

Scope of Expectations

industries has of companies

evolved and has increased
broadened

Sector specialist
approaches e.g.
Infrastructure
(bottom up)

Climate as a
systemic financial
risk over the long
term across many

industries

(top down)

Source: https://www.netzeroassetmanagers.org/commitment/
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Approach

How it has evolved over time — industry focus

ESG FRAMEWORK

m A Infrastructure

POLICIES

NET ZERO

INVESTMENT
FRAMEWORK m

IMPLEMENTATION
GUIDE

ESG ASSESSMENT &
EXCLUSIONS

STEWARDSHIP

ESG OVERSIGHT

Source: Net Zero Investment Framework Implementation Guide (iigcc.org)
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https://www.iigcc.org/resources/net-zero-investment-framework-implementation-guide

Climate metrics

METRICS USED

Company metrics

e Scope 1 & 2 carbon emissions
e Scope 3 carbon emissions

* Carbon intensity

Portfolio Metrics

e Carbon footprint

* Weighted average carbon intensity
(WACI)

Financed emissions

Engagement

* % financed emissions in high impact

material sectors subject to
engagement

CONSIDERATIONS & CHALLENGES

Accuracy and data availability

* Location vs market based

* Timeliness

e Actual vs estimated

Carbon intensity

* Approach can differ (revenue vs EVIC)
Portfolio carbon footprint

* Growthin issuer

* Growth in portfolio

* Goal of net zero and absolute emission
reduction
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Climate targets

TARGETS ASSESSED

Company Targets

Emission reduction target — short,
medium, long term

External verification e.g. SBTi
Net Zero emission target

TCFD alignment

Portfolio Targets

% AUM aligned to net zero

% financed emissions in high
impact material sectors assessed
as aligned to net zero

CONSIDERATIONS & CHALLENGES

Data
* Accuracy and data availability
* Inconsistent disclosure

* Coverage of targets ... Scope 1, 2 AND
material Scope 3

External verification of targets
* Sector methodology - Oil & gas sector
Tracking progress

* Progress towards emission reduction
targets is not linear

* Resource intensive
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Resources, tools and training

RESOURCES
* Company reports .
* Investment team & engagement .

are your best resources
* 3" party data providers
* PRI Guides
* |GCC Reports
* |IGCC Toolkits

e TCFDhub.org resources

* CDP company reports

TOOLS & RESOURCES

Training

Coordination across the investment team
Engagement tracking tools

Trends and progress towards targets

Communication & reporting
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https://www.unpri.org/climate-change/climate-risk-an-investor-resource-guide/9329.article
https://igcc.org.au/wp-content/uploads/2022/03/IGCC-corporate-transition-plan-investor-expectations.pdf
https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf
https://www.tcfdhub.org/Downloads/pdfs/E09%20-%20Carbon%20footprinting%20-%20metrics.pdf

Climate targets and strategy
Just get started ...

% Companies with Net Zero Targets % Companies with Science based targets* % Companies with TCFD reporting”

. a

7% 20% 60%

mYes mNo m Yes Committed m No m Yes In progress = No

Magellan Global Fund Portfolio as at 30 June 2023.
“Source: https://sciencebasedtargets.org/companies-taking-action. " Source: Task Force on Climate-related Financial Disclosures https://www.fsb-tcfd.org/
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https://sciencebasedtargets.org/companies-taking-action

Enhance target and credibility assessment

Measuring alignment using the Net Zero Investment Framework (NZIF)

Net zero
target
Achieving Net \/
Zero
Aligned: \/
High impact
Aligned:
Low impact
Aligning
Committed \/

Not Aligned

NZIF: https://www.iigcc.org/download/net-zero-investment-framework-implementation-guide/

Interim
target

v
v
v

Progress

v
v
v

Disclosure

v

C AN

Strategy

v
v

Capex
alighment

v

Credibility

v

RN

RP427
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Use of climate targets and metrics

Engagement, voting and risk assessment

* Prioritise engagement (Letters, meetings) Stewardship Strategy - Climate
* Consider escalating through voting

* Track progress towards targets MAGELLAN

ASSET MANAGEMENT

SHAREHOLDER PROPOSAL

COLLABORATION WITH OTHER
INVESTORS/INDUSTRY BODIES

Portfolio
position /

VOTE AGAINST COMPANY RECOMMENDATION -
ESG Magellan stewardship strategy —

Score climate related risks and opportunities
August 2023

ENGAGEMENT WITH BOARD

(COMMITTEE CHAIRS, LEAD DIRECTOR, CHAIR)

STAGED ENGAGEMENT WITH MANAGEMENT
(INVESTOR RELATIONS, C-SUITE, COMPANY SECRETARY, AND LEGAL)

Source: https://www.magellangroup.com.au/magellan/assets/File/Magellan%20Stewardship%20Strategy%20-%20Climate_August%202023.pdf
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Example 1: American Water +*

Climate targets

AMERICAN WATER

* American Water - US utility

* Objective — 1. commit to a net zero target by 2050;
2. seek external validation of emission reduction
targets.

* New climate targets — We saw positive progress
over multiple years of engagement. Initially a
commitment in the proxy statement that existing
emissions goals were being reviewed.

* Further progress was achieved when AWK
. el New, Science-Based Goals for Scope 1 and 2 GHG | .
announced new, science-based targets; this Emissions Reductions - Aligned with Paris Agreement?~ "™ AT
InCIUded a Iong-term goal to aChIeve net Zero Medium-term: By 2035, reduce absolute Scope 1 and 2 emissions by 50% (2020 baseline?)
em|SS|OnS by 2050 and a medlum term 50% Long-term: Achieve Net Zero Scope 1 and 2 emissions by 2050
absolute emission reduction goal by 2035.

Image source: istock
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Example 2: US power generation

Emission reduction is not linear

Xcel Energy’s carbon emissions trajectory for the electricity provided
to customers aligns with science-based scenarios likely to limit global
warming to 1.5 C.

Baseline
Year

\ Range of electric
\\ scenarios likely to
e Xcel Energy Carbon -~ _— .
Emission Trajectory Se- limit warming to 1.5 C.

Percent Carbon Emission Reduction

2050

53%  80% 100*

Reduction Goal Carbon-free

Source: Leading Clean Energy Transition SR.pdf (xcelenergy.com)

-_________________________________________________________________________________________________Rreasc] Magellan | 16



https://www.xcelenergy.com/staticfiles/xe-responsive/Company/Sustainability%20Report/2022%20SR/Leading_Clean_Energy_Transition_SR.pdf

Example 3: Chipotle

Credibility of climate strategy

Engagement Objective

1. Encourage to set a net zero target;

2. Understand the initiatives to meet current emission
reduction targets.

Outcome

* Credibility of the actions and initiatives in place at
Chipotle to achieve their SBTi emission reduction
targets and rationale for not announcing a net zero
target yet.

* Subsequent announcement of the Responsible
restaurant design provides comfort on future capex
alignment to net zero.

Image source: company website
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https://newsroom.chipotle.com/2023-04-11-CHIPOTLE-PILOTS-NEW-RESPONSIBLE-RESTAURANT-DESIGN-ALONGSIDE-SUSTAINABILITY-CAMPAIGN

Closing

Metrics and Targets

1. Approach —start with disclosure, targets and build on it over time, bottom up and top down
2. Metrics used — More than one metric to tell the story

3. Climate Targets & assessing credibility — Industry frameworks and company engagement

4. Challenges — data, consistency and transparency is improving.

5. Resources, tools and training to support the team
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Q&A



Thank you!

www.magellangroup.com.au
Phone: +61 2 9235 4888
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