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Introduction

The issue of defining ESG and how individual companies express their specific values is now at the forefront of
many of our clients’ minds. We have researched SRI funds for many years now and have a separate rating
category, but we acknowledge that this is now a mainstream strategy for an increasing number of investors
and ESG issues are impacting all funds, not just those designated responsible or SRI.

In order to understand each company’s stance on ESG factors at the corporate level, and how this is built into
the investment managers’ research and process we ask all our rated fund managers four questions:

e Please provide an overview of any Responsible Ownership/Stewardship strategy that your business
follows.

e Please provide an overview of how ESG is integrated into your business.

e Does your business have a policy of excluding any companies or sectors from all strategies managed?
If yes, please provide further details.

o What improvements (if any) have been made over the past 12 months within your business to the
points highlighted in the previous questions?

The responses given by Franklin Templeton are shown here.

1. Please provide an overview of any Responsible Ownership/Stewardship strategy that your business
follows.

We have adopted the term ‘sustainable investing’ to refer to the integration of sustainability factors into
investment decisions with the objective of providing better risk-adjusted returns, particularly over the long
term. Franklin Templeton’s Sustainable Investing Principles and Policies (Policies | Franklin Templeton) outlines
the common elements of the philosophy and approach taken, across our various investment groups, to ensure
that consideration of sustainability factors and sustainability risk is embedded in our investment process for all
relevant products which are further supported by our proxy voting policies.

Our firm-wide Sustainable Investment Strategy focuses on four quadrants:

e Investment beliefs which guide our sustainability strategy, grounded in economics, and underpinned
by fiduciary duty.

e (Governance to ensure we have effective oversight and implementation through our Sustainable
Investment Governance Committee which brings together leaders from our investment, distribution,
enterprise risk, legal, communications, executive, and sustainability teams.

e Investment services to provide data, analytical tools, training through the Franklin Templeton
Academy, and stewardship support for our investment teams. This work is coordinated through our
Stewardship and Sustainability Council which brings together our investment teams from public and
private markets, responsible for both debt and equity.

e Market presence through thought leadership via the Franklin Templeton Institute and advocacy with
regulators and policymakers coordinated through our new Global Public Policy Council.


https://www.franklintempleton.co.uk/about-us/sustainable-investing-and-stewardship/policies

The Stewardship and Sustainability Council (the Council) is led by two co-chairs and comprises 21 council
members representing our autonomous investment teams, including our Global Head of Sustainability.
Representing the diversity and depth of our different approaches, our council members are responsible for
developing the overall philosophy and identifying how we face universal sustainability challenges together,
founded upon our commitment of what we do for our clients and how we behave as an organization.

The framework at the council level is reinforced by the Global Sustainability Strategy team (GSST), led by the
Global ESG Strategy Head of Sustainability, with the mandate to develop priorities in collaboration with the
Council and implement strategy to drive and embed sustainability across the organisation. The GSST supports
the mission of the Council and works in close collaboration with the Council to guide the common stewardship
and sustainability investing agenda. Together the Council and the GSST identify key strategic priorities and
implement the agenda as they drive and embed sustainability across the organisation. The framework of the
Council with the GSST working closely together allows our investment managers to develop their respective
sustainable investment approaches independently.

2. Please provide an overview of how ESG is integrated into your business.

Each of our autonomous investment groups have integrated ESG frameworks into their investment process
suitable for their specific approach. Broadly speaking, and on a representative basis, historically our
investment teams have integrated material ESG factors into their fundamental bottom-up analysis. They use a
long-term perspective in the search for compelling investments and consider all pertinent ESG factors.

Our investment approach requires that a company or issuer has a sustainable business model and quality
characteristics, including clear ownership and governance structures aligned with stakeholders. During our
research process, analysts engage with management on ESG issues to better understand and analyse whether
a company or issuer offers a high quality, sustainable growth opportunity. We also meet with industry
specialists, competitors, and brokers to build a comprehensive view of the company or issuer.

ESG issues can have a material impact on the value of companies, issuers, and securities, so we embed best
practices and analytics into our investment process — enhancing our traditional financial analysis to open new
investment opportunities and help mitigate risk as we seek to enhance returns over the long term. In our view,
and as financial stewards of our clients’ capital, considering ESG issues alongside traditional financial
measures provides a more comprehensive view of the risk and return potential of an investment and we have
framed our approach as going ‘beyond ESG’ because this puts finance at the center of our model.

Franklin Templeton’s GSST works closely with investment teams to support the evolution of research
processes through education, evaluation of existing practices, and by providing tools to enhance ESG analytics.
Formalized asset class and ad hoc working groups managed by the Stewardship and Sustainability Council
also bring together relevant expertise, share best practices, and facilitate collaboration in sustainable
investing.

Our autonomous investment groups have developed their individual ESG framework and methodologies, which
are set out in their respective PRI Transparency Reports. More information is available on request based on a
specific product or strategy.

3. Does your business have a policy of excluding any companies or sectors from all strategies
managed? If yes, please provide further details.

No.

4. What improvements (if any) have been made over the past 12 months within your business to the
points highlighted in the previous questions?

We took several important steps to advance our sustainable investment approach “Beyond ESG” and position
our firm as responsible stewards of our clients’ capital, ensuring that we continue to meet our fiduciary duty
and optimise risk-adjusted returns. These include the hire of Anne Simpson, Global Head of Sustainability
(reporting directly to the President and CEQ Jenny Johnson), the development of a firm-wide sustainability



strategy, the restructure and expansion of the Global Sustainability Strategy team, and the formation of a new
governance structure.

Examples of the evolution of our sustainable investment approach include the following:

° We put in place the data and infrastructure needed to support our research, analysis, evaluation,
monitoring and reporting at the entity, product and fund levels for the EU Sustainable Finance Action
Plan and global climate-related disclosure standards. We have expanded our teams’ capacity for
assessing sustainability risks and opportunities, as well as measuring sustainable impacts through
expansion of the Stewardship and Sustainability Council’s work.

° Each investment team has discretion to make their own voting decisions in the best interests of their
clients, and in line with the proxy voting policy of each adviser. The majority of these advisers have
delegated the administration of executing these proxy votes to Franklin Templeton’s Proxy Voting
Group, which since January 2023, has been part of the firm’s Stewardship Team. This group provides
each investment team with both in house and third-party research and collects instructions before
executing these votes through our voting advisers. The Proxy Voting Group administered voting on
behalf of the investment teams on over 100,000 ballots at approximately 11,000 issuer meetings. The
Stewardship Team’s in-house research and engagement is fully integrated into this process, to enable
our investment teams to access a full range of best practice information and research.

. Franklin Templeton’s enhanced public policy function allowed us to coordinate our approach to policy
issues across the business and engage with regulators, policymakers and legislators. We also
established a three-tiered approach: 1) Our Global Public Policy Council, consisting of senior leaders
from across the firm (including President and CEQ Jenny Johnson), meets quarterly and sets policy
priorities, including those related to sustainable investing and other investment topics, such as fund
labelling and regulation of digital assets; 2) our Global Public Policy Forum is a working group
comprising representatives from across the firm including our investment teams, and meets bi-
monthly to discuss global policy developments; and 3) a Public Policy Tracker, updated monthly,
follows 25 of the most urgent policy issues impacting our clients’ portfolios.

. We publicly advocated in support of key aspects of the Securities and Exchange Commission’s
proposed rules on climate-risk reporting, as we believe these disclosures will be pivotal in ensuring
that investors can price the risks and opportunities arising from the transition to a low carbon
economy and access comparable, consistent, and verifiable information regarding climate risk. We
engaged the regulator directly to share our concerns with particular aspects of the proposal and
offered recommendations for improving it via the filing of a comment letter.

Important Notice

This document is aimed at Investment Professionals only and should not be relied upon by Private Investors.
Our comments and opinion are intended as general information only and do not constitute advice or
recommendation. Information is sourced directly from fund managers and websites. Therefore, this

information is as current as is available at the time of production.
Rayner Spencer Mills Research Limited is a limited company registered in England and Wales under Company.
Registration Number 5227656. Registered Office: Number 20, Ryefield Business Park, Belton Road, Silsden,
BD20 OEE. RSMR is a registered trademark.
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Important Information

The information contained in this response/questionnaire and accompanying documentation is specific
to the product requested and is being provided at your express request and is for informational purposes
only and is not legally binding. Any provision of the services is subject to the satisfactory completion of
anti-money laundering reviews and due diligence necessary to evaluate the provision of such services,
and the execution of a mutually acceptable agreement. Clients or fund investors should refer to their
final account documents for relevant information and final terms.

This response (the Response) is based on the information provided in the Due Diligence Questionnaire
(Questionnaire). Franklin Templeton has prepared the Response in good faith, and, to the best of its
knowledge, all information provided in the Response is accurate as of the date submitted. Information,
including all data, provided in the Response is unaudited, unless otherwise indicated. Any information
from third-party sources is believed to be reliable, but Franklin Templeton cannot guarantee its accuracy
or completeness. Franklin Templeton is under no obligation to update or correct any information
provided in the Response. Data shown for currency exposure, country exposure, maturity, duration,
coupon allocation, sector allocation and asset allocation may reflect certain derivatives held in the
portfolio (or their underlying reference assets). Breakdowns may not total 100% or may be negative due
to rounding, use of derivatives, unsettled trades or other factors.

Portfolio holdings are as of the date specified and are subject to change. Discussion of individual
securities is intended to inform shareholders as to the basis (in whole or in part) for previously made
decisions by a portfolio manager to buy, sell or hold a security in a portfolio. References to specific
securities are not intended and should not be relied upon as the basis for anyone to buy, sell or hold
any security. Investors seeking financial advice regarding the appropriateness of investing in any
securities or investment strategies should consult their financial professional.

The information contained in the Response is solely for the purpose of responding to the Questionnaire,
shall be treated as confidential, and shall be distributed internally on an as-needed basis only. Subject
to applicable regulatory requirements, it shall not be distributed or otherwise communicated to third
parties (other than any consultant engaged by the issuer of the Questionnaire to assist in connection
therewith) without the prior written consent of Franklin Templeton. Any such consultant shall likewise be
obligated to treat the Response as confidential.

Investing involves a high degree of risk. The issuer of the Questionnaire is deemed to be an experienced
institutional investor, financial professional or consultant and is expected to make its own independent
assessment of the appropriateness and the associated risks of investing. Franklin Templeton shall not
be held liable for any losses or damages arising out of any person’s reliance upon the information
contained in the Response. Except as expressly provided in the Response, no person, firm, or
corporation has been authorized to give any information or to make any representation other than those
contained in the Response.

All investors should inform themselves as to the legal and other requirements applicable to them with
respect to any investments, holdings, and/or disposition of any investments. Franklin Templeton takes
no responsibility for informing or advising investors of any applicable laws or regulations.

Views or opinions expressed in the Response do not constitute investment, legal, tax, financial or
other advice. The Response is neither an offer for a particular security nor a recommendation to
purchase any investments. The way Franklin Templeton implements its investment strategies and the
resulting portfolio holdings may change depending on a variety of factors such as market and
economic conditions, as well as client account guidelines and restrictions, if applicable. The
information provided in the Response is not a complete analysis of every aspect of any market,
country, industry, security, strategy, or portfolio. Past performance does not guarantee future results
and results may differ over future time periods.
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