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Sustainability has been core to Hyperion’s investment philosophy and process since it was established
in 1996. Hyperion has a long-term investment horizon of 10 years or greater and we have always
invested as business owners, not short-term share traders. This is evidenced by the fact that
historically our average stock holding period for our portfolios is approximately 10 years. We only
invest our clients’ capital in those businesses that we believe are extremely high-quality with strong
and sustainable value propositions to all stakeholders. The stakeholders include the wider community
and an assessment of the company’s future likely long-term impact on the overall natural
environment, including its carbon footprint. Sustainability assists in reducing the risks of any
permanent loss of capital across our holdings. Eventually, companies that externalise costs, will be
forced by external stakeholders to internalise them — either through regulation or changing
expectations of society. As such, long-term sustainability is a core component of our philosophy.

We believe our portfolios contain very low ESG risk due to this long-term focus and the substantial
qualitative and quantitative research completed on all our holdings. Short-term share traders do not
care about the long-term fundamentals and sustainability of the businesses they trade as their sole
focus is on short-term share price performance (alpha generation) during their (brief) holding period.
These alpha traders do not need to worry about the long-term sustainability of the business because
they are merely short-term “renters” of the stock.

We actively avoid companies with -

low long-term predictability,

operations that pollute the natural environment in a material and unsustainable manner,
large carbon footprints,

low quality/opaque disclosure practices,

significant operations in countries with high corruption levels where the business is likely to
have to be a party to that corruption in order to be economically viable in those regions,

6) questionable governance, and/or

7) poor organisational cultures.
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Our long-term investment framework is based on fundamental research as business analysts with a
particular focus on the sustainability of the company’s value propositions.

Our detailed long-term based fundamental research is highly structured, and all the key qualitative
information and insights are captured in our proprietary research document. This detailed document,
called a ‘Research Template’, is regularly updated for each portfolio company. This document
addresses ESG and sustainability factors including isolation of potential long-term risks, composition
and quality of the board, and company specific ESG policies and initiatives. This analysis extends to a
company’s broader stakeholder group, including its supply chain. This ultimately feeds into a
company’s ‘Business Quality Score’ (BQS) which is the key output of the research template, and a key
factor in the portfolio stock selection and construction process.

As required by the UN Principles of Responsible Investing, if the company is judged to not be upholding
a strong ESG culture, it is not included in the portfolio. Hyperion has been a signatory to the PRI since
February 2009.
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Hyperion is also an official supporter of the Task Force on Climate-related Financial Disclosure (TCFD)
and has implemented these required reporting standards in our reporting. We also encourage
Hyperion portfolio companies to implement TCFD recommendations. Hyperion has long had the goal
of ensuring our portfolios have a significantly lower weighted average carbon emission score than
their respective benchmarks. Since we started tracking this data in 2010, we have succeeded in this
regard, with Hyperion’s portfolios carbon emission scores being consistently and significantly lower
their respective benchmarks. Typically, our portfolios are less than a tenth of their respective
benchmark’s carbon intensity.

Hyperion has three analysts tasked with ESG oversight; however, all members of the investment team
are required to consider ESG-specific elements as part of the qualitative step in our investment
process. We leverage ESG research from our broker panel and subscribe to Sustainalytics for carbon
and sanctions data. We use Ownership Matters, ISS and CGI Glass Lewis for proxy voting services and
general ESG advice. We believe our role as proxy voters for our clients is important and a task we do
not take lightly. We take time reviewing third-party research, completing our own research, and
talking with company management when a vote is required, and we express our thoughts and/or
concerns.

Hyperion expects the rate of growth in the global economy to decline over the coming decade and
beyond due to several structural headwinds. One of the most challenging of these is the constraints
on our natural resources and the environmental impact of using fossil fuels as our main source of
energy. Structural disruption due to renewable energy is likely to be far-reaching, initially impacting
resource, utility, transport, and infrastructure sectors. Further, the finite nature of our natural
resources makes unbridled consumerism unsustainable. We have structured our portfolio to reflect
this and enable our investors to prosper from this disruption through a group of companies that are
implementing strong ESG values and/or actively moving the world to a cleaner future.

Hyperion is taking steps to neutralise its firmwide carbon footprint and going beyond that by
purchasing more credits than required to take further carbon from the environment. Hyperion has
estimated its carbon footprint including business related emissions for activities at both work and
home, work related travel and travel between home and work. Hyperion is historically carbon neutral,
via the purchase of sufficient carbon credits to more than eliminate the businesses' entire historical
carbon footprint since inception in 1996.

Our goal is to be a carbon neutral business and Hyperion will continue to seek ways to further reduce
its carbon emissions where possible.

We purchase carbon credits via an account with southpole.com.
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Disclaimer —Hyperion Asset Management Limited (‘Hyperion’) ABN 80 080 135 897, AFSL 238 380 is
the investment manager of the Funds. Please read the Product Disclosure Statement (‘PDS’) in its
entirety before making an investment decision in the Funds. You can obtain a copy of the latest PDS
of the Funds by contacting Hyperion at 1300 497 374 or via email to
investorservices@hyperion.com.au.

Hyperion and Pinnacle Fund Services Limited believes the information contained in this communication
is reliable, however no warranty is given as to its accuracy and persons relying on this information do so
at their own risk.

Any opinions or forecasts reflect the judgment and assumptions of Hyperion and its representatives
based on information at the date of publication and may later change without notice. The information
is not intended as a securities recommendation or statement of opinion intended to influence a person
or persons in making a decision in relation to investment. This communication is for general information
only. It has been prepared without taking account of any person’s objectives, financial situation or
needs. Any person relying on this information should obtain professional advice before doing so. To the
extent permitted by law, Hyperion disclaim all liability to any person relying on the information in
respect of any loss or damage (including consequential loss or damage) however caused, which may be
suffered or arise directly or indirectly in respect of such information contained in this communication.
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