Active Ownership
Report 2022

an ocean of opportunities bOhCI 'F|d e



27 March 2023

Active Ownership Report
2022

Table of contents

—
.

Executive summary

Thematic engagements

2.1 Communication of exclusion criteria

2.2 Improvement in the availability of ESG ratings

2.3 Improvement in the quality of ESG ratings

2.4 Engagement on binary PAls

Collaborative engagements

3.1 Support for the Business Coalition for a Global
Plastics Treaty

3.2 Investor letter on deforestation-free imports

3.3 Collaborative engagement for sustainable fish
feed - Phase 2

Company-specific commitments

4.1 Clarification of the potential involvement of
Veolia in the manufacture of controversial
weapons

4.2 Company visits and meetings with
management

Conflicts of interest

Exercising of voting rights

6.1 Voting behaviour at the level of the Bonafide
Global Fish Fund

6.2 Voting behaviour at the level of the Bonafide
Investment Fund - Best Catches |

6.3 Voting behaviour at the company level

1. Executive summary

In addition to continuing the engagements launched in
previous years, this year our efforts in the field of active
ownership have primarily revolved around principal ad-
verse impact (PAl) indicators and controversial weapons.

In order to address PAls in line with the European Sustain-
able Finance Disclosure Regulation in the context of an en-
gagement, we have worked to educate our investment uni-
verse on the importance of PAls for the European financial
industry and to initiate improvements, particularly in the
case of binary PAls.

We have also worked to clarify the potential involvement
of Veolia Environnement SA in the manufacture of contro-
versial weapons, which we were ultimately able to assess
as inaccurate.

As active owners, it is particularly important for us to talk
to the management and visit the companies on site. In
2022, we spoke with 17 different company managements
and visited 12 businesses on site.
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2. Thematic engagements

Communication of exclusion criteria

Since introducing exclusion criteria to our investment pro-
cess, every year we contact all the companies in our in-
vestment universe which have been affected by the exclu-
sion criteria and tell them why their company was ex-
cluded. The intention behind this is to make companies
aware of the consequences of their violations and, if nec-
essary, encourage them to rethink.

Overall in the last year, just under 6% of the companies as-
sessed for their sustainability performance were excluded
from our investment process due to violations of the exclu-
sion criteria. The majority of violations concerned the UN
Global Compact principles, as shown in the table below.
Compared to the previous year, only Empresas Copec SA
was able to clear itself of the allegations existing against
it.

Overview of exclusion criteria violations

Exclusion Number of
Type of violation
criterion violations
UN Globadl
Human rights 4
Compact
UN Global
Environment 3
Compact
UN Global
Labour standards 1
Compact

Improvement in the availability of ESG ratings

Over the past few years, our efforts to improve the sustain-
ability balance of the Fish & Seafood sector initially fo-
cused on expanding the sustainability data available to us
in the form of ESG ratings.

In many respects, the field of sustainability analysis is still
being developed worldwide, meaning that sustainability
reporting cannot yet guarantee the same level of transpar-
ency and standardisation as financial reporting. Providers
of sustainability databases can provide a remedy to this,
as by using consistent assessment criteria they can create
a comparable, albeit subjective, data set which can be
used as a basis for investment decisions. However, compa-
nies with relatively low market capitalisation (such as
those from the Fish & Seafood sector) are usually only in-
cluded in sustainability databases at a lower level, mean-
ing that without our intervention, investors such as our-
selves would be denied an important basis for decision
making.

To counteract this, since 2018 we have been investing in
the production of ESG ratings in the Fish & Seafood sector
via our data provider, ISS ESG. A look at the chart below
shows that last year we were once again able to increase
slightly the proportion of companies in our investment uni-
verse with ESG ratings.

Proportion of companies with ESG ratings in
the Fish & Seafood universe

36%
34%
32%
30%

28%

2020 2021 2022

In our own portfolios, we have already achieved 100% cov-
erage.

Improvement in the quality of ESG ratings

The quantity of available ESG ratings is not the only fac-
tor; their quality also plays a decisive role. For companies
which already have an ESG rating, we are therefore com-
mitted to improving the quality of the data provided.

In many of the 55 meetings we held with managers last
year, we repeatedly called for improvements in ESG rat-
ings.

Our portfolios in particular and the Fish & Seafood sector
in general showed a stable evolution compared to the
overall market. With a year-on-year improvement in their
ESG ratings of around 35%, Elanco Animal Health Inc.
achieved by far the strongest growth in the

Bonafide Global Fish Fund.
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Engagement on binary PAls

As part of our efforts to consider the adverse impacts of
our investment activities under the Disclosure Regulation,
last year we conducted an engagement on binary PAls in
our investment universe.

The aim of the engagement was to draw the attention of
our investment universe in general to the growing im-
portance of PAls for the financial industry, and also to ini-
tiate improvements in binary PAls in particular.

In this context, we define binary PAls as all PAls that are
evaluated on the basis of a simple true/false assessment
and which therefore tend to offer less room for interpreta-
tion than PAls that are dependent on a reference value.

Binary PAls cover the following indicators:

e Exposure to companies active in the fossil fuel sector

e Violations of UN Global Compact principles and
Organisation for Economic Cooperation and Devel-
opment (OECD) Guidelines for Multinational
Enterprises

e Lack of processes monitoring UNGC and OECD
Guidelines compliance

¢ Investments in companies without carbon emission
reduction initiatives

e Investments in companies without water
management policies

e Natural species and protected areas

¢ Investments in companies without workplace
accident prevention policies

e Lack of a supplier code of conduct

e Lack of a human rights policy

e Lack of due diligence

In our investment universe as at October 2022, there were
a total of 479 breaches of the PAls listed above by 110
companies. We expect the number of violations to de-
crease significantly in the medium term.

Jun 22

Aug 22
Global Fish Fund

Okt 22 Dez 22

Global Fish Fund (PF-gewichtet)

3. Collaborative engagements

Support for the Business Coalition for a Global Plastics
Treaty

In order to prevent our oceans from becoming even more
polluted by plastic, in 2021 we signed an investor letter
calling on the United Nations to create an international
framework for a sustainable, circular economy for plastic.
The UN has since begun work to develop the concept, and
it is due to be completed by 2024.

In order to provide ongoing support for future treaty nego-
tiations, the investor letter we signed in 2021 has given rise
to the Business Codalition for a Global Plastics Treaty in
which Bonafide is also involved as a supporter. The coali-
tion aims to provide a unified voice for companies, finan-
cial institutions and NGOs and represent their views in the
treaty negotiations.

The coalition will support the following key elements in the
negotiations leading up to 2024:

e Atimetable for phasing out problematic plastics

e Incentives for the expansion of the circular economy

e Mechanisms to ensure earmarked funding for the col-
lection and recycling of plastics after their use

e Tools to support implementation and monitor
progress

Investor letter on deforestation-free imports
Deforestation is responsible for approximately 10% of all
global carbon dioxide emissions. In order to achieve the
Paris climate goals and also to preserve biodiversity, it is
urgent that we stop deforestation.

In December 2022, the EU decided to import only (selected)
deforestation-free raw materials in the future, and the USA
is likewise moving towards ensuring deforestation-free
supply chains.
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To support this process, last year we decided to sign an in-
vestor letter calling on the US Congress to advance a bi-
partisan bill known as the FOREST Act (5.2950/H.R.5508).
The FOREST Act requires that agricultural commodity
supply chains must be traceable to ensure that only defor-
estation-free imports enter the country.

Collaborative engagement for sustainable fish feed -
Phase 2

Fish feed is responsible for almost 50% of production costs
and 60-90% of greenhouse gas emissions in salmon farm-
ing, meaning that it is a central issue for aquaculture from
both a financial and a sustainability perspective. We are
therefore happy to support FAIRR's Aquafeed Engagement,
the goal of which is to work towards the most sustainable
feed supply possible.

The aim of the engagement is to encourage companies to
become increasingly aware of the risks posed by soya and
wild fish in fish feed. Strategies include the increased use of
offcuts and alternative feeds such as algae oil and insect
meal in the coming years to reduce further the dependence
on soya and wild fish. Uniform key performance indicators
will be used to measure the success of these strategies.

Great progress has already been made in this area. For ex-
ample, the soya used by European fish farmers has been
certified as deforestation-free for many years. And since
salmon farming began in the 1970s, the composition of feed
has increasingly moved away from high-value fish and es-
pecially fish oil, as the chart below shows.

Feed composition in salmon farming
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In Phase 2 of the engagement, support among investors has
now significantly increased, as the following chart shows.
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Source: FAIRR

However, companies are still reluctant to make specific
commitments on using alternative ingredients. The ad-
vantages of substituting fish oil with algae oil are widely ac-
cepted in the industry, but the continued high costs are still
hindering a large-scale switchover.

On the other hand, the use of insect protein as an alterna-
tive to fishmeal and soy protein is meeting with much nar-
rower acceptance in the industry. Of the eight salmon farm-
ers we contacted in Phase 2, only two companies consider
insect meal to be a core component of their feed strategy,
while three companies expressed concerns about the digest-
ibility and nutritional profile of insect meal.

4. Company-specific commitments

Clarification of the potential involvement of Veolia in
the manufacture of controversial weapons

On 15 September 2022, we received a report from ISS ESG
that Veolia Environnement S.A., one of our portfolio com-
panies, had a verified involvement in controversial weap-
ons.

In detail, ISS ESG assessed Veolia Environnement SA to be
involved in the Triomphant class ballistic missile subma-
rine (SSBN) programme through its wholly owned subsidi-
ary Veolia Environnement Industries SAS. These subma-
rines are dedicated launch platforms for M51 submarine-
launched ballistic missiles, which have the sole purpose of
carrying nuclear warheads. Défense Environnement Ser-
vices (DES), a joint venture of Veolia Environnement Indus-
tries, is a provider of bespoke on-board and shipyard logis-
tics for the maintenance and repair of Triomphant class
SSBNs. Involvement by DES in the Triomphant class SSBN
programme is confirmed by the company.

After receiving this report, we contacted Veolia to clarify
the situation. In case we found Veolid's involvement to be
material and no amicable solution with the company were
to be agreed within the framework of an engagement, Bo-
nafide would have to divest its stake in Veolia within a
couple months in accordance with our exclusion policy.

In order to assess whether Veolia has made a material
contribution to the production of controversial weapons,
we have attempted to answer the following four questions
in the context of the engagement. You can read more
about these questions in our related blog post.

¢ Should the weapon as a whole be classified as contro-
versial in principle?

e Should the transport and delivery system be consid-
ered a component of the weapon in addition to the
warhead itself?

e Exactly which activities are covered by the concept of
manufacture?

e Isthe activity being performed to be judged as essen-
tial?

In specific terms, in the present case we have come to the
conclusion that three of the four assessment factors men-
tioned must be assessed negatively. However, we do not
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consider the criterion of a material contribution, and thus
the involvement of Veolia in controversial weapons, to
have been met.

Unlike ISS ESG, we do not consider the criterion of a material
contribution to have been met. Where ISS ESG considers lo-
gistics services performed by DES in the direct context of
Triomphant class SSBNs to be an instrumental contribution
to the maintenance and repair of these submarines , we also
try to take into account the replaceability of the service ren-
dered. With its team of 13 employees, which corresponds to
about 1% of the people working on site, DES does not appear
to have played a substantial role in the maintenance work.
Moreover, the services provided, which include in particular
the supply of air, electricity and power tools on board, as
well as part of the goods logistics and warehouse manage-
ment in the dock (in collaboration with other logistics com-
panies), do not appear to be overly specialised. In our view, a
competitor could quickly compensate for any failure by DES,
meaning that there would be no long-term interruption of
maintenance work.

Company visits and meetings with management

As active owners and responsible investors, we place par-
ticular importance on carrying out a detailed analysis of
companies we invest in. This includes meetings with man-
agement and on-site visits. In many cases, our overall im-
age and analysis may change if we have had the oppor-
tunity to visit the company in person and see how it oper-
ates. In particular, sustainability commitments are much
easier to understand on site. We report on all company vis-
its via our blog. In 2022, we held meetings with numerous
management teams, visited companies in Norway and
Chile and expanded our international network.

Following is an overview of the portfolio companies with
which we were in personal contact or visited in 2022:

Meeting with

e ‘ Company visit

Portfolio company ‘

AKVA Group X X

Austevoll Seafood X

X
Bakkafrost X
X

Benchmark Holdings

Blumar

Café de Coral

Camanchaca X X

Charoen Pokphand Foods

Clean Seas Seafood Ltd X X

Clover Corporation Limited Rg

Darling Ingredients

Elanco Animal Health

Evonik Industries AG

FEED ONE

Froy Rg

Grieg Seafood X X

High Liner Foods

Hofseth Biocare ASA X X

Kyokuyo

Leroy Seafood Group ASA X X

Maruha Nichiro

Mowi ASA X

Multiexport Foods SA X X
Nichirei

Nissui Corporation Rg X X

Nomad Foods

SalMar X
Salmones Camanchaca Rg X X
Schouw & Co. X X

Sprouts Farmers Market

STEF

Taokaenoi Food & Marketing

Tassal Group X

Thai Union Frozen

Veolia Environment

5. Conflicts of interest

In accordance with the existing legal requirements, Bo-
nafide prevents the occurrence of conflicts of interest and
always safeguards the interests of the funds. Only in ex-
ceptional cases, if a conflict of interest cannot be pre-
vented after all available measures have been taken, is a
disclosure made to the funds.

No unresolved conflicts of interest arose in the reporting
year 2022.
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6. Exercising of voting rights

Last year, Bonafide exercised voting rights in accordance with the requirements of the fund prospectuses and the princi-
ples for exercising voting rights in the context of active ownership in conjunction with the funds as follows. In general, we
follow the recommendations of voting advisors, each of which is reviewed by Bonafide in relation to the principles of ac-
tive ownership and from which we may deviate in justified cases.

Voting behaviour at the level of the Bonafide Global Fish ~ Voting behaviour at the level of the Bonafide Investment

Fund

Proportion of voting rights exercised:

Fund - Best Catches |

Proportion of voting rights exercised:

m Exercised = Not exercised

m Exercised = Not exercised

Voting behaviour:

Voting behaviour:

4% 3%

= Approvals = Abstentions Rejections

5%

= Approvals = Abstentions Rejections

Voting behaviour by thematic area:

Voting behaviour by thematic area:

m Approvals  m Abstentions m Rejections

Opening formalities
Annual report

Audit

Appointment of directors
Compensation structure
Capital structure

Mergers and acquisitions

Shareholder rights and
proposals

Other

N
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Voting behaviour at the company level
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AKVA Group ASA v v 4 v v 4 v V4 v
Blumar SA V4 V4 V4 v [ Abstention due to insufficient information V4
Clean Seas Seafood Limited V4 V4 v V4 V4
Annual report: Rejection due to insufficient indepenence on the board
FIH Group Plc ® V4 V4 b4 3 Capital structure: Rejection due to possible dilution %4
Other: Rejection of lobbying
Hofseth Biocare ASA v 4 v v v
Hofseth Biocare ASA* v
Kyokuyo Co., Ltd. b 4 «  Objection against the appointment of non-independent auditors V4
Multiexport Foods SA v v 4 « <7 </
Multiexport Foods SA* « « «
Multiexport Foods SA* b4 Vote for independent board members V4 V4
Multiexport Foods SA* V4 I Rejection due to insufficient information V4 V4

* extraordinary AGM
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Legal notices

No offer

The information contained in this publication does not
constitute a solicitation, offer, or recommendation to ac-
quire or sell investment instruments, conduct other trans-
actions or to enter into any form of legal transaction. The
information in this publication shall not represent any
guidance for decisions. Please consult a qualified expert
be-fore making any investment decisions.

Sales restrictions

The content of this publication is not intended for persons
subject to a legal system which forbids the publication of
or access to the investment funds listed (due to the na-
tionality of the affected person, their place of domicile or
other reasons). Persons in possession of this publication
should inform themselves of any potential restrictions and
comply with these. In particular, the units of the invest-
ment funds described in this publication have not been
registered in accordance with the United States Securities
Act of 1933; accordingly, fund units may not be offered,
sold, resold or transferred, directly or indirectly, in or into
the United States of America, nor to or for the account or
benefit of citizens in the United States or persons residing
in the Unit-ed States, corporations or other legal entities
organised or administered under the laws of the United
States, except in combination with a transaction that does
not violate this law. The term “United States” comprises
the United States of America, all of its state, territories and
possessions, as well as all areas subject to its jurisdiction.

Risk warning

Please note that the value of an investment can both in-
crease and decrease. Past performance is no indication of
the future performance of investments. Foreign currency
investments are subject to addition-al currency fluctua-
tions. High-volatility investments can be subject to ex-
treme market fluctuations. These market fluctuations may
amount to the value of the invested amount or even sur-
pass this. The preservation of invested capital therefore
cannot be guaranteed.

Fund documents

The acquisition of investment funds should take place af-
ter carefully reviewing the corresponding sales prospectus
and previous annual report (and semi-annual report if this
is up to date) along with the usual legally applicable docu-
ments (regulations and contract conditions, statues and
simplified prospectus if applicable). These documents can
be obtained free of charge for the investment funds in
Liechtenstein listed in this publication from the IFM, Inde-
pendent Fund Management AG, Landstrasse 30, 9494
Schaan or from Bonafide Wealth Management AG, Hofle
30, 9496 Balzers.

No insurance or guarantee

All information provided by Bonafide Wealth Management
AG is com-piled with the greatest care. The information
and opinions published are provided by Bonafide Wealth
Management AG from reliable sources. Nevertheless, Bo-
nafide Wealth Management AG accepts no liability for the

accuracy, completeness and relevance of the information
contained in this publication. The content is subject to
change at any time, with Bonafide Wealth Management
AG under no obligation to update previously published in-
formation.

Disclaimer

To the extent permitted by law, Bonafide Wealth Manage-
ment AG shall not be liable for any losses or damages
(both direct and indirect damages and consequential dam-
ages) of any nature that arise in connection to the use of
this publication.

Additional information

Additional information about our publications is available at
http://www.bonafide-ltd.com/en. We will also be happy to pro-
vide additional information free of charge in paper format.

Responsible for the creation of this publication
Bonafide Wealth Management AG, Hofle 30, 9496 Balzers, Liech-
tenstein

Supervisory authorities

e The supervisory authority in the Principality of Liechtenstein
is the Financial Market Authority (FMA Finanzmarktaufsicht
Liechtenstein) Landstrasse 109, PO Box 279, 9490 Vaduz,
www.fma-li.li

e The supervisory authority in Switzerland is the Swiss Finan-
cial Market Supervisory Authority (FINMA), Laupenstrasse 27,
3003 Bern, www.finma.ch

e The supervisory authority in Austria is the Austrian Financial
Market Authority (FMA), Otto-Wagner-Platz 5 Vienna,
www.fma.gv.at
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