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1. INTRODUCTION - PURPOSE AND SCOPE

Chorus Capital Management Limited (“Chorus Capital” or the “Firm”) believes that it is part of its
duties to deliver returns to its investors taking sustainability into account.

The Firm’s Responsible Investment Policy (the “Policy”) outlines environmental, social and governance
(“ESG”) considerations that Chorus Capital incorporates into its investment analysis and decision-
making process. It complements traditional financial analysis and portfolio construction techniques,
which allows the Firm to better manage risk and generate stable and sustainable returns over the long
term.

Chorus Capital’s Investment Team is responsible for ensuring compliance with the Policy, deciding on
exclusions and engagements as part of the investment process for a prospective investment, as well
as monitoring ESG risks in existing investments.

The Policy is approved by Chorus Capital’s Head of Responsible Investing, the Executive Committee,
and the Board of Directors. It applies to all investments and funds managed by Chorus Capital®.

The Policy is reviewed at least annually and may be updated to reflect developments in Chorus
Capital’s investment preferences and industry best practices in relation to responsible investing.

Chorus Capital is committed to the United Nations Principles for Responsible Investment (“PRI”). The
Firm became a PRI signatory in 2022 and invests in regular responsible investing training of all
employees within the Firm.

2. RESPONSIBLE INVESTMENT APPROACH

Chorus Capital invests in Risk Sharing Transactions (“RST”) issued by banks. These transactions
reference portfolios of performing loans that banks extend to their core clients. Material ESG risks can
impact creditworthiness of banks’ borrowers, and if not addressed timely and properly, could result
in heightened credit risk and lead to a default. In that context, Chorus Capital, therefore, incorporates
assessment of ESG risks into its investment analysis and decision-making process.

The Firm’s responsible investment framework builds on the PRI and covers the following elements:

o Assessment of Partner Bank’s ESG Credentials
e Assessment of Portfolios
o Guidelines on Environmental Factors
o Guidelines on Social Factors
o Guidelines on Governance Factors
o ESG Rating Screening
o Guidelines on Exclusions
e Guidelines on Engagement

1 The Firm’s first formal Responsible Investment Policy was established in 2019. Investments made prior to 2019 had not been subject to the
Policy. Since 2019, the Policy has been enhanced annually.
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2.1 ASSESSMENT OF PARTNER BANK’S ESG CREDENTIALS

Sponsor assessment is an important feature of Chorus Capital’s responsible investment approach. We
strive to partner with high quality counterparties that incorporate ESG factors and related risks into
their lending strategies and assessment of their clients’ creditworthiness.

A critical part of Chorus Capital’s investment process is undertaken through due diligence of its partner
banks. This includes assessment of the bank’s responsible investment strategies and sustainability
targets.

Prior to engagement with a new potential counterparty, the Firm researches a bank’s public
disclosures and ensures that a bank’s MSCI ESG rating falls within the Leader or Average range (i.e. BB
and above).

The process, led by the Investment Team, has been formalised in an ESG Questionnaire that the
Investment Team first considers based on public disclosures of a bank. Once the Firm identifies a bank
as a target counterparty, the ESG Questionnaire is shared with the bank and then discussed in detail.
In due diligence meetings, the Investment Team engages with the bank to better understand how
their responsible investing policies are embedded within its origination and risk management
processes, what impact they have on lending decisions and how the bank approaches its reputational
risk assessment. The Firm also assesses if a bank supports UN Guiding Principles on Business and
Human Rights (2011) and the OECD Guidelines for Multinational Enterprises (2011).

If Chorus Capital is uncomfortable with a bank’s ESG credentials and its ratings on MSCl’s ESG scale
fall within the Laggard range, the Firm will restrict its investments with that bank to fully disclosed
large corporate loan transactions. This allows the Investment Team to directly assess the materiality
of any ESG factors that may impact borrowers referenced in a portfolio over the life of the investment.

Chorus Capital will only consider transactions with undisclosed borrowers in a portfolio, where it has
satisfactorily completed its ESG due diligence of the partner bank.

As part of ongoing monitoring, the Firm continues to follow the development of its partner banks’
responsible investing policies and commitments, to ensure that there is a continued alignment with
Chorus Capital’s responsible investment standards.

2.2 ASSESSMENT OF PORTFOLIOS

Chorus Capital strives to invest in transactions referencing portfolios of borrowers whom the Firm
views as resilient and prepared to withstand shocks. Apart from the assessment of traditional credit
fundamentals, the Firm incorporates assessment of direct and indirect ESG risks that a corporate may
be exposed to. These risks may be specific to a given borrower based on its idiosyncratic issues, or
these risks may impact specific sectors or geographies.

2.2.1 GUIDELINES ON ENVIRONMENTAL FACTORS

Chorus Capital acknowledges the materiality of risks stemming from climate change, as they have the
potential to impact businesses, economies, society, and to disrupt financial markets, which may
ultimately lead to heightened credit risk.

When assessing transitional and physical risks derived from climate change, the Firm considers risks
for companies that fail to adjust their business strategies in the context of the world transitioning to
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a low carbon economy. The risk profiles of such companies could be impacted by stricter
environmental regulations, and ultimately impair such companies’ ability to access affordable
financing of their operations, therefore heightening their credit risk.

Physical risks resulting from climate change can be (1) acute, driven by an event such as a flood,
draught, or storm, or (2) chronic, arising from longer-term shifts in climate patterns. They could
present increasing financial risks including damage to assets, interruption of operations, and
disruption to supply chains.

From a sectoral perspective, since 2022, Chorus Capital has had an exclusion policy for companies
generating more than 10% of their annual revenue from Qil Sands or Thermal Coal Mining. The
screening is based on MSCI Business Involvement Screening (“BIS”) and bottom-up underwriting of
individual exposures. Starting in 2026, Chorus Capital is also excluding investments in loans that to its
knowledge (based on its ordinary and customary due diligence) are explicitly linked to financing of
new oil & gas projects. As carbon intensive sectors, both Oil Sands and Thermal Coal Mining and new
oil & gas projects are directly threatened by increasing regulatory pressures and market factors
targeting acceleration to a low carbon economy. Also, starting in 2026, Chorus Capital has also added
an exclusion policy for companies generating more than 5% of their revenue from production and
distribution of Neo-Chlorinated Biocides, screening exposures based on MSCI BIS. These are the most
harmful forms of pesticides materially impacting biodiversity, which we believe are likely to face
tighter regulation, heightened risk of litigation, consumer backlash, and less favourable financing
conditions.

2.2.2 GUIDELINES ON SOCIAL FACTORS

Social issues, if left unaddressed, can have a detrimental impact on investment returns. Companies
that fail to treat their employees or customers fairly, use untrustworthy suppliers, or who have little
regard for the communities in which they operate, are unlikely to prosper in the long run.

Social issues can arise in the supply chain and may lead to companies facing penalties if they deal with
suppliers that treat their workers badly. Companies may also face large fines, or be exposed to
litigation risk, if their operations are detrimental to local communities, due to issues such as pollution,
or poor resource management.

The Firm assesses how companies consider human rights and address human rights abuses in their
operations.

During the due diligence process, the Investment Team checks if the bank and underlying borrowers
in the portfolios support the UN Guiding Principles on Business and Human Rights (2011) and the OECD
Guidelines for Multinational Enterprises (2011).

2.2.3 GUIDELINES ON GOVERNANCE FACTORS

Chorus Capital seeks to identify good governance factors across its investments. We assess partner
banks’ and underlying portfolio borrowers’ ability to establish an effective corporate governance
framework that ultimately protects and supports their value over the long term, and also creates long
term value for investors. Governance failures often lead to reputational and financial damage, and
therefore governance assessment of corporates is a key focus of the Firm’s investment analysis.
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Governance analysis covers assessment of whether corporates as well as banks (1) have a sound
corporate and tax governance structure; (2) implement adequate anti-corruption measures; and (3)
improve transparency through disclosure of information on corporate and ownership structures,
remuneration and diversity, their anticorruption programs, and country-by-country reporting on taxes
and government payments.

2.2.4 ESG RATING SCREENING

Chorus Capital uses MSCI’s ESG ratings for screening of banks and underlying borrowers in portfolios
the Firm invests in. The MSClI rating scale is based on an underlying mapping of the weighted average
environmental, social & governance pillar scores, that can be assigned at both a borrower and
fund/portfolio level.

A company lagging its industry based on A company with a mixed or unexceptional A company leading its industry in
its high exposure and failure to manage track record of managing the most managing the most significant ESG risks
significant ESG risks significant ESG risks and opportunities and opportunities

relative to industry peers

Source: MSCI ESG Ratings (https://www.msci.com/our-solutions/esg-investing/esq-ratings)

Chorus Capital endeavours to achieve a rating which is at least within the Average range, as defined
by MSCI’s ESG ratings scale, for all its investments and the funds it manages. The Firm also values the
existence of publicly stated ESG or transition policies, including stated targets by banks and underlying
portfolio borrowers.

Acceptance of borrowers with an MSCI ESG rating of CCC requires escalation to and sign off by the
Head of Responsible Investing.

Chorus Capital does not rely solely on MSCI ESG ratings, and in cases where MSCI ESG Ratings are
unavailable, the Firm will still assess the materiality of all ESG risks based on publicly available
information.

2.2.5 GUIDELINES ON EXCLUSIONS

Chorus Capital has set minimum standards and exclusion policies on sustainability topics, triggering
specific screening and monitoring, that can lead to engagement with banks or exclusion of specific
sectors or borrowers from portfolios referenced in the Firm’s investments.

A. SANCTIONS LIST SCREENING

Chorus Capital screens borrowers in banks’ portfolios to ensure that none of the underlying exposures
are subject to the Canadian, EU, UN, UK Office of Financial Sanctions Implementation (“UK OFSI”) and
the US Office of Foreign Assets Control (“US OFAC”) sanctions lists, the sources of which can be found
in the Appendix.

5

Chorus Capital Management Limited is incorporated in England (no. 09284922) with its registered office 10 New Burlington Street, London
W1S 3PR. Chorus Capital Management Limited is authorised and regulated by the Financial Conduct Authority.


https://www.msci.com/our-solutions/esg-investing/esg-ratings

C

All prospective transactions are screened against the five sanctions lists, with any exposure deemed
to be subject to sanctions, removed from such transactions. Post making an investment, Chorus
Capital monitors its existing fund exposures monthly, with any potentially sanctioned entities
escalated to the Compliance Officer who investigates those further and notifies the Executive
Committee.

B. SECTOR EXCLUSIONS

Chorus Capital screens underlying corporates in the portfolios it invests in using MSCI’s Business
Involvement Screening (“BIS”) process. The Firm does not accept exposures to corporates operating
in the following sectors:

e Controversial Weapons: development, production, stockpiling, maintenance and offering for
sale of controversial weapons and their key components. Controversial weapons include anti-
personnel mines, biological weapons, chemical weapons, cluster munitions, nuclear weapons
in countries not party to the Non-Proliferation Treaty and weapons banned by the Convention
on Certain Conventional Weapons (“CCW”);

e Oil Sands: companies deriving more than 10% of their annual revenue from production of
fossil fuels from oil or tar sands;

e Thermal Coal Mining: companies deriving more than 10% of their annual revenue from
thermal coal mining;

e Flectricity Generation From Thermal Coal: companies deriving more than 10% of their annual
revenue from electricity generation from thermal coal unless they have a credible transition
plan to phase out coal by 2050;

e Tobacco: companies deriving more than 5% of their annual revenue from production,
manufacturing, or distribution of tobacco;

e Neo-chlorinated Biocides (i.e. neo-chlorinated pesticides): companies deriving more than 5%
of their annual revenue from production and distribution of neo-chlorinated biocides;

e Adult Entertainment: companies deriving more than 10% of their annual revenue from
production, distribution or retailing of adult entertainment products.

The Firm also does not accept exposures to loans that are, to its knowledge (based on its ordinary and
customary due diligence), explicitly linked to financing of new oil & gas projects.

C. SENSITIVE SECTORS

Chorus Capital also screens underlying portfolio borrowers for the following sensitive sectors using
the MSCI BIS process to ensure that on aggregate exposure to such sectors does not exceed 10% of
the portfolio notional weight in a given transaction, and 5% at a fund level.

e Military equipment
e Alcohol
e  Gambling

During the amortisation phase of a transaction, it is possible that aggregate exposure to these sectors
may temporarily breach the Policy limits set out above. This may happen if, for example, such
exposures have longer maturities than the average in a given referenced portfolio. Chorus Capital will
not attempt to cure these breaches, as they would be temporary, and the transaction would generally
be expected to redeem within a short period of such a breach.
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2.2.6 GUIDELINES ON ENGAGEMENT

Through investment in risk sharing transactions, Chorus Capital seeks to contribute to a more stable
and sustainable financial system and economy. The Firm is uniquely positioned to engage with its
partner banks to discuss their responsible investing strategies, sustainability targets and assessment
of ESG risks that the bank’s clients are exposed to. The stewardship process is important for the Firm
as it can generate additional alpha from material sustainability-related improvements, reduce
investment risk and drive better impact and financial outcomes.

3. REPORTING

Chorus Capital’s ESG reports are provided as part of Chorus Capital’s ongoing quarterly investor
reporting for each fund. The periodic report includes:

e an ESG rating for a fund, based on MSCI ESG rating scale, highlighting top Leaders and top
Laggards; and
e carbon footprint data for a fund, based on MSCI data:

o Financed Carbon Emissions: Measures the carbon emissions, for which an investor is
responsible, per USD million invested

o Total Financed Carbon Emissions: Measures overall portfolio carbon emissions for
which an investor is responsible by total overall financing

o For non-proxied companies:
Invested Notional

Company Financed Emissions = VI

* Company Emissions
o For proxied companies:
Company Financed Emissions = Invested Notional * Industry Average Emissions
o Carbon Data Quality Score: Scores the quality of Carbon Reporting data used to
calculate the fund’s carbon footprint, developed by MSCI and based on the PCAF
framework. Data quality score 1 indicates the highest quality, while data quality score
5 represents the lowest
= Score 1: based on reported and verified emissions figures produced by
companies, not currently in use by MSCI
= Score 2: based on reported and unverified emissions figures produced by
companies
= Score 3: estimated emissions calculated using production data published by
companies. e.g. Scope 1 for companies in the Utilities sector is estimated
based on electricity generation
= Score 4: estimated using company revenues mapped to industry average
intensities per dollar revenue generated.
= Score 5: estimated using invested notional mapped to industry average
intensities.
4. CONCLUSION

Chorus Capital is committed to this Policy and to the continued collaboration with its investors,
partner banks and other market participants focused on responsible investing. The Firm recognises
and aims to address, wherever possible, the challenges of implementation of the Policy, as
expectations from the Firm’s various stakeholders evolve.
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APPENDIX: SANCTIONS LISTS
Consolidated Canadian Autonomous Sanctions List:

https://www.international.gc.ca/world-monde/international relations-

relations internationales/sanctions/consolidated-consolide.aspx?lang=eng

EU (European Commission) Financial Sanctions Files List:

https://webgate.ec.europa.eu/fsd/fsf

(Alternative source, not password-protected: https://data.europa.eu/data/datasets/consolidated-
list-of-persons-groups-and-entities-subject-to-eu-financial-sanctions?locale=en)

United Nations (UN) Security Council Consolidated List:
https://www.un.org/securitycouncil/content/un-sc-consolidated-list

United Kingdom (UK) Sanctions List:

https://www.gov.uk/government/publications/the-uk-sanctions-list

US OFAC - Specially Designated Nations (SDN) and Blocked Persons List:
https://home.treasury.gov/policy-issues/financial-sanctions/specially-designated-nationals-and-
blocked-persons-list-sdn-human-readable-lists

US OFAC Non-SDN List:

https://home.treasury.gov/policy-issues/financial-sanctions/consolidated-sanctions-list-non-sdn-lists
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