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Aligned to the goals

The 17 global Sustainable Development Goals (SDGs)
were set by the United Nations General Assembly in
2015 as a blueprint of how to achieve a better and more
sustainable future for all by 2030.

The SDGs identify 17 goals which governments, business
and civil society need to achieve to build a just and
sustainable future, things like climate action, reducing
inequality and responsible consumption and production.

The UN Secretary-General marked the start of the Decade
of Action (2020-2030) with the first annual SDG Moment
on 18 September 2020. His key message was that ata
time of great global uncertainty, the SDGs help show the
way forward to a strong recovery from COVID-19 and a
better future for all on a safe and healthy planet.

This is not news to us. Australian Ethical has been investing
and advocating for a safe and healthy planet since 1986.

We continue to act in the Decade of Action by diligently
maintaining our ethical approach to everything we do,

by continuing to grow the pool of good, sustainable
investments for our customers, by advocating for equality,
animal welfare and climate protection and by expanding
the depth and transparency of our reporting.

On the following pages we explore how our investment
choices are linked to the delivery of many SDGs.

The 17 Sustainable
Development Goals
(SDGs)

PQEPEAEFEOEOEOEOOO®®EL

No poverty

Zero hunger

Good health and well-being

Quality education

Gender equality

Clean water and sanitation
Affordable and clean energy

Decent work and economic growth
Industry, innovation and infrastructure
Reduced inequalities

Sustainable cities and communities
Responsible consumption and production
Climate action

Life below water

Life on land

Peace, justice and strong institutions

Partnership for the goals
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Principled investment

leadership experience

Australian Ethical shall seek out investments which provide for and support:

a. the development of workers’ participation in the ownership and control of their work organisations and
places

Compelling client

G

b. the production of high quality and properly presented products and services

c. the development of locally based ventures

d. the development of appropriate technological systems

e. the amelioration of wasteful or polluting practices

f. the development of sustainable land use and food production

g. the preservation of endangered eco-systems

h. activities which contribute to human happiness, dignity and education

i. the dignity and wellbeing of non-human animals

j.  the efficient use of human waste

k. the alleviation of poverty in all its forms

. the development and preservation of appropriate human buildings and landscape
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Impactful
business

GRI Content
Index

SDG
Report

Climate
Report

Leadership
& innovation

Stewardship
Report

Australian Ethical has been
investing and advocating for a
safe and healthy planet since 1986.

Australian Ethical shall avoid any investment which is considered to unnecessarily:

pollute land, air or water

destroy or waste non-recurring resources

extract, create, produce, manufacture, or market materials, products, goods or services which have a
harmful effect on humans, non-human animals or the environment

©

@

@
iv. market, promote or advertise, products or services in a misleading or deceitful manner @
v. create markets by the promotion or advertising of unwanted products or services @
vi. acquire land or commodities primarily for the purpose of speculative gain @
vii. create, encourage or perpetuate militarism or engage in the manufacture of armaments
viii. entice people into financial over-commitment @
ix. exploit people through the payment of low wages or the provision of poor working conditions
x. discriminate by way of race, religion or sex in employment, marketing, or advertising practices @
xi. contribute to the inhibition of human rights generally.
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Sustainable impact revenue AE vs Benchmark® Some key results:

AE shares
B Benchmark shares

How our

This graph shows the revenue of ‘sustainable impact’ products and services
produced annually by Australian and international companies that we invest in.

Investments

help to deliver
the SDGs

One measure of the impact of companies is the
annual revenue they earn from products and
services which are helping to meet the SDGs.

We use the MSCI Sustainable Impact Metrics
framework to review the companies we invest in for
their sustainable impact compared to the impact
of the Benchmark'. This way we can see how our
investments (categorised under 13 of MSCI's global
impact themes) are helping to support the delivery
of the SDGs.

Customer statements

For this year’s reporting to our customers,
we are calculating and reporting sustainable
impact revenue and other impact-related
metrics for individual Australian Ethical
managed funds and superannuation
investment options.

Sustainable impact solutions SDG contribution

$14,000

1
Affordable Real Estate (1) (i1 Q

E.g. Seniors & other affordable housing

—_
x

Alternative Energy (7) (13
E.g. Renewable wind, solar, hydro & geothermal energy

Connectivity (9)
E.g. Telecommunication networks

»
= “

4

7.9x

Education (¥
E.g. Digital tools for teachers, learners & researchers

—_
H

(o2}

X

Energy Efficiency @ @ @

E.g. Rail, insulation, electric cars & batteries

Green Building (1) (3

E.g. Certified commercial & residential green buildings

2.6x

Major Disease Treatment (3)
E.g. Medicine for blood, kidney & breathing disorders

l

3.5

Nutrition 2 ®

E.g. Basic food products incl. fresh fruits & vegetables

0.3x

Pollution Prevention @ @

E.g. Recycling of metal, electronics & food

0.7x

Sanitation (6)
E.g. Cleaning products, toilets & washbasins

3.5x

o

6

x

SME Finance
E.g. Loans to small & medium business

Sustainable Agriculture (2) 1
E.g. Sustainably sourced fruit & vegetables

I
[$)

-
< x

Sustainable Water (6)
E.g. Water supply, treatment & recycling

4.4x

1. For the information on these pages we have used our portfolio shareholdings at 30 June 2022 and sustainable impact revenue data and analysis tools provided by MSCI ESG Research LLC accessed 22 July 2022. The
analysis and comparison to benchmark is based on listed shares in those companies for which we have relevant data available from MSCI, being 88% of our listed share investments by value and over 99% of benchmark
shares by value. For the comparison we have selected indices which we consider to be an appropriate investment benchmark for listed shares which Australian Ethical invests in. We use a blended benchmark of S&P
ASX 200 Index (for Australian and New Zealand share holdings) and MSCI World ex Australia Index (for international fund share holdings). The benchmark indices reflect the composition of relevant share markets, without
selection of companies based on ethical, sustainability or ESG factors. The industry mix and other characteristics of Australian Ethical’s portfolios are different. We have determined the links between the MSCI categories
of sustainable impact solutions and the Sustainable Development Goals (SDGs). MSCI ESG Research is not responsible for the way we have used their data and tools to calculate the amounts in the table. We present

information and the benchmark comparison only for investment in listed shares in those companies which have been analysed by MSCI ESG Research for their sustainable impact. More information on page 104.

2.Data included in KPMG limited assurance scope. KPMG's assurance opinion is available on page 57.

0
€

Overall, revenue from sustainable impact solutions
is 1.8 times? the sustainable impact revenue for an
equivalent investment in the Benchmark*.

)}

Revenue from sustainable water and agriculture
and pollution prevention solutions is 3.7 times
Benchmark*.

:\\8’2
N

On the climate front, revenue from Alternative
Energy, Green Buildings and Energy Efficiency is
2.9 times Benchmark*.

<]

Revenue from “major disease treatment solutions”
is well below Benchmark (about one third). Our
lower revenue for these solutions is impacted

by our current exclusion of some ‘big pharma’
companies like Pfizer and Johnson & Johnson.
While these companies develop and produce many
important drugs and vaccines, they can also raise
ethical concerns from the use of animal testing

(in some cases for non-medical products) and
slowness to act on product safety concerns. We do
invest significantly in smaller biotech companies,
though often their current revenue is small as they
are focused on research and development of new
medical solutions.

* Compared to an equivalent investment in the Benchmark.

We have asked KPMG to provide limited assurance over key
sustainability disclosures in our reporting. Data points that

are covered by the limited assurance are identified in the
document. KPMG's assurance opinion is available on page 57.
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Case studies

Pollution prevention

3.5x

market

Revenue derived from pollution prevention constituted a
large portion of our portfolio’s overall sustainable impact
revenue per million dollars invested into our portfolio

at roughly $12,000, compared to roughly $3,000 for

an equivalent investment in the benchmark. We invest

in companies that assist in pollution prevention under
Charter element e (the amelioration of wasteful or
polluting practices).

Example

Sims Metal Management Limited ($8,500 per million
invested, representing over 90% of the company’s

Targets

SDG (12)

Responsible consumption and
production

Target 12.2

By 2030, achieve the sustainable management
and efficient use of natural resources

Target 12.5

By 2030, substantially reduce waste
generation through prevention, reduction,
recycling and reuse

revenue) is a metals and electronics recycler, also
offering services around environmentally responsible
recycling of items like refrigerators and electrical and
electronic equipment where the cost of recycling can
be more than the value of recycled materials.

Education

14.6x

market

Revenue derived from education had the highest
sustainable impact revenue multiplier compared to

the benchmark, at roughly $2,000 per million dollars
invested compared to $150 for an equivalent investment
in the benchmark. We invest in companies that provide
education and education-related services under
Charter element 8, activities which contribute to human
happiness, dignity and education.

Examples

G8 Education (51,400 per million invested) is one of
Australia’s largest providers of early childhood education
and care. We invest in G8 as we assess childcare and
education as positives under our Ethical Charter, for
their direct benefits to children and for helping parents
manage childcare and education responsibilities

(alongside career and other responsibilities and interests).

G8 contributes to Target 4.2 of the SDGs, around all
girls and boys having access to quality early childhood
development, care and pre-primary education.

Targets

sbG (4)

Quality education

Target 4.2

By 2030, ensure that all girls and boys have
access to quality early childhood development,
care and pre-primary education so that they are
ready for primary education

Target 4.4

By 2030, substantially increase the number
of youth and adults who have relevant skills,
including technical and vocational skills, for
employment, decent jobs and entrepreneurship

IDP Education (5200 per million invested) provides
education-related services including the placement of
students into education institutions, English language
schools and the administration of IELTS (International
English Language Testing System).

Pearson ($140 per million invested) offers

education services and related products such as
courseware, and assessment related service delivery
to academic institutions.
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Use of MSCI ESG Research LLC tools and data;
Listed shareholdings at 30 June 2022; Timing of
running of reports

We used the MSCI ESG Research tools and data for our
calculations and reporting this year on 22 July 2022,
against shareholdings and benchmark weights at 30
June 2022. The analysis and comparison to benchmark
is based on listed shares in those companies for which
we have relevant data available from MSCI, being 88%
of our listed share investments by value and over 99%
of benchmark shares by value. MSCI ESG Research is
not responsible for the way we have used their data and
tools or for the information we have reported.*

More information on MSCI carbon footprinting and
sustainable impact methodology and metrics is
available here:

 https://www.msci.com/documents/10199/2043ba37-
c8e1-4773-8672-fae43e9e3fd0

* https://www.msci.com/documents/1296102/1636401/

ESG_ImpactMetrics-2016.pdf/0902a64f-af8d-4296-
beaa-d105b7d74dc3

For our annual sustainability reporting we update key
metrics using MSCI ESG Research tools and data based
on listed equities holdings and benchmark weights as
the end of the financial year (30 June). Although this
portfolio and benchmark composition doesn’t change,
the output of the analysis tools will change depending
on when we run the analysis using the MSCI tools. This

year we ran the MSCI reports on 22 July 2022. Running
the reports later can mean that company data is more
current, because of the lag in company reporting and

in MSClI’s updating of company footprints. It can also
affect results because the MSCI tool uses the market
capitalisation of companies at the time the report is run.
These effects apply to the analysis both of our listed
shareholdings and of benchmark holdings.

Choice of benchmark for comparisons

For comparison we have selected indices which we
consider to be an appropriate investment benchmark
for listed shares which Australian Ethical invests in.
We use a blended benchmark of S&P ASX 200 Index
(for Australian and New Zealand share holdings)

and MSCI World ex Australia Index (for international
fund share holdings). The benchmark indices

reflect the composition of relevant share markets,
without selection of companies based on ethical,
sustainability or ESG factors. The industry mix and
other characteristics of Australian Ethical’s portfolios
are different.

Currency considerations

Some of the data we use is provided in USS terms, and
some of this data has been converted to USS using
exchange rates selected by the data provider. Where we
have needed to convert to AS for reporting of this this
year's information we have used an average exchange
rate as published by the Australian Taxation Office for
the 2022 financial year.

4 MSCI ESG Research (1) retains copyright in all its data; (2) does not warrant or guarantee the originality, accuracy and/or completeness of

their data; (3) makes no express or implied warranties of any kind, and disclaims all warranties of merchantability and fitness for a particular
purpose; (4) has no liability for any errors or omissions in connection with their data or for our reporting and use of their data; and (5) without
limiting any of the foregoing, has no liability for any direct, indirect, special, punitive, consequential or any other damages (including lost

profits) even if notified of the possibility of such damages.
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