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Foreword

The world is increasingly focused on tangible, real-world positive change and
our economy is evolving from an output-based system to an outcomes-based
system, or impact economy. In this new approach, the focus on economic return
is complemented by a focus on people and planet. Investors play a critical role in
providing the necessary capital, expertise and solutions to deliver against these
positive outcomes.

According to the Intergovernmental Panel on Climate Change (the IPCC), we
need to mobilize USD 3.5 trillion between 2016 and 2050 to transform the
world’s energy systems and meet the 1.5°C target'. Studies show that advanc-
ing women's equality around the globe could add USD 12 trillion to global GDP
by 2025. That number reaches USD 28 trillion in a scenario where women par-
ticipate in the economy identically to men2. Two years of global pandemic have
shown the vulnerability of our healthcare systems. And global geopolitical ten-
sions and changes continue to put pressure on food security.

We recognize the positive transformation that has resulted from the engage-
ment of the private sector across a range of sustainability challenges. And at
UBS, we want to be the financial provider of choice for investors who wish to
mobilize capital towards the achievement of the 17 Sustainable Development
Goals and the orderly transition to a low-carbon economy. More importantly, we
want to continue to shape our industry, partner with purposeful organizations
around the world, and ultimately drive change where it matters the most. By
calling on key stakeholders to work together — other large investors, our clients,
peers, and standard setters, as well as our communities and employees — we can
drive real-world change on a truly global scale.

As a founding signatory, we are pleased to see the continued growth in support
for the Operating Principles for Impact Management. Four years of working with
over 175 signatories from nearly 40 countries is a testament to the power of
collaboration in defining impact management, bringing confidence to investors
and raising the bar of what it means to be impactful. And the bar keeps moving
higher, with asset owners, companies, and end investors increasingly discerning
in their knowledge and expectations around the management and achievement
of positive change. We look forward to continuing to engage with fellow signa-
tories, new partners and global investors in scaling our shared impact. As the
purpose statement that guides our firm states, let's reimagine the power of
investing and connect people for a better world.

Suni Harford
President UBS Asset Management and
Group Executive Board Lead for Sustainability and Impact

T IPCC Special Report: Global Warming of 1.5°C, 2019
2 McKinsey Global Institute, and UBS Chief Investment Office, 2021
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Overview

UBS Group AG is a founding signatory to the Operating Principles for Impact
Management (the “Impact Principles”).

This Disclosure Statement affirms that UBS Group AG's Global Wealth Manage-
ment and Asset Management divisions conduct their impact investing activities
in alignment with the Impact Principles. Total assets under management in align-
ment with the Impact Principles (the Covered Assets) is USD 9.8 billion as of
December 31, 2022. The Covered Assets only include investment solutions for
our private and institutional clients that have been evaluated as meeting the
requirements of our impact assessment framework for the “impact investing”
label. They include both internally managed products from UBS Asset Manage-
ment as well as products from third party fund managers.

UBS Global Wealth Management is a leading truly global wealth manager, with
over USD 2.8trillion of invested assets as of December 31, 2022. We provide tai-
lored advice and solutions to wealthy families and individuals around the world.
Sustainable and impact investing is a core part of the advice and solutions UBS
provides to its wealth management clients globally.

UBS Asset Management is a large-scale, diversified asset manager with

USD 1.1 trillion of invested assets as of December 31, 2022. We offer invest-
ment capabilities and styles across all major traditional and alternative asset
classes to institutions, wholesale intermediaries and wealth management clients
globally. Sustainable and impact investing is also a core part of the investment
capabilities UBS Asset Management provides to its clients.
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Principle 1

Define strategic impact objective(s),
consistent with the investment
strategy.

The Manager shall define strategic impact objec-
tives for the portfolio or fund to achieve positive
and measurable social or environmental effects,
which are aligned with the Sustainable Develop-
ment Goals (SDGs), or other widely accepted
goals. The impact intent does not need to be
shared by the investee. The Manager shall seek
to ensure that the impact objectives and invest-
ment strategy are consistent; that there is a cred-
ible basis for achieving the impact objectives
through the investment strategy; and that the
scale and/or intensity of the intended portfolio
impact is proportionate to the size of the invest-
ment portfolio.
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At UBS, we have been focusing on impact for
years, both in the context of the investment
space and of our own activities. We were among
the very first banks to shine a light on the impor-
tance of the SDGs - and specifically on what it
takes to make them investable. And we were
one of the founding signatories of both the
Operating Principles for Impact Management
and the UN-backed Principles for Responsible
Banking in 2019. In 2020 we joined the Banking
for Impact Working Group and were a founding
member of the Net Zero Asset Manager Initia-
tive. In 2021 we became a founding signatory to
the Net Zero Banking Alliance and the Glasgow
Financial Alliance for Net Zero. As of 315t Decem-
ber 2022, UBS managed USD 268bn of assets in
sustainable investing more broadly.

Our sustainability strategy is guided by our goal
to be the financial provider of choice for clients
who wish to mobilize capital toward the achieve-
ment of the 17 United Nations (UN) Sustainable
Development Goals (SDGs) and the orderly tran-
sition to a low-carbon economy. This demon-
strates our focus on making UBS a force for driv-
ing positive, long-term change for people and
planet.

Measuring and analyzing impact has become
another major focus of companies, investors,
governments and regulators. Investors want to
know how well investments align to their prefer-
ences, whether they are capturing significant
long-term opportunities and whether they are
aimed at addressing the challenges framed by
the SDGs. A clear focus on sustainability out-
comes and tangible impact is what will define
and differentiate our sustainable practices in the
coming years. UBS made an explicit public com-
mitment at the 2017 World Economic Forum
Annual Meeting to mobilize USD 5 billion of pri-
vate investors’ capital into SDG-related impact
investments over the subsequent five-year
period. This goal was achieved a year early in
2020.

Our wealth management business aims to be a
leader in sustainable investing for private clients.
We offer both targeted and diversified impact
investing solutions with the objective of enabling
private investors to address social and environ-
mental challenges across multiple thematic areas



through their capital. These solutions are
sourced from third-party fund managers, as well
as from our asset management platform. Our
process for sourcing, evaluating and onboarding
impact investing solutions incorporates extensive
review of an investment strategy’s intent, ability
and relevance to drive measurable progress
toward the SDGs and/or specific impact themes.
We assess fund managers’ theory of change, the
extent to which impact objectives are clearly
articulated and embedded into investment and
portfolio management processes, and the
robustness of impact measurement and manage-
ment systems. This impact assessment is per-
formed by the UBS Chief Investment Office and
goes hand-in-hand with our commercial and
financial due diligence processes. It is based on
an evidence-based discussion with the managers
via interviews, frameworks review, case studies
and other activities. Similar to other due dili-
gence findings, the impact evaluation is debated
as part of our research and investment commit-
tee processes. We also measure the capital
invested by our clients toward the SDGs and
impact themes that we identify in independent
research publications.

Our asset management business launched a
global impact listed-equity strategy (UBS Engage
for Impact) in 2017. The strategy has an explicit
goal: to create positive environmental and social
impact while generating competitive financial
returns. The impact program draws on an inno-
vative research collaboration which UBS Asset
Management launched in 2015 in partnership
with a large client and with leading universities
to develop a standard for measuring and report-
ing on listed equities’ impact. Our stewardship
activities and engagement with key portfolio
companies serve as the key driver behind
impactful outcomes, particularly in our UBS
Engage for Impact strategy. We are continuing
to evolve our approach to measuring and report-
ing on sustainability outcomes of our portfolio
companies.

Our aim is also to be a leader in enabling inves-
tors to mobilize private and institutional capital
to target climate change mitigation and adapta-
tion while supporting the transition to a low-car-
bon economy. This builds on our commitment
made at the 2020 WEF meeting in Davos to pro-
vide clients with a range of investment products
across asset classes which can help them transi-
tion their assets towards a lower carbon future.

Principle 1
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Principle 2

Manage strategic impact on a
portfolio basis.

The Manager shall have a process to manage
impact achievement on a portfolio basis. The
objective of the process is to establish and moni-
tor impact performance for the whole portfolio,
while recognizing that impact may vary across
individual investments in the portfolio. As part of
the process, the Manager shall consider aligning
staff incentive systems with the achievement of
impact, as well as with financial performance.
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Our purpose as a firm is “Reimagining the
power of investing. Connecting people for a bet-
ter world.” To help us maximize our impact and
direct capital to where it is needed most, we are
focusing on three key areas to drive the sustain-
ability transition: planet, people, partnerships.

Planet: We are making climate a clear priority as
we shift toward a lower-carbon future. We will
provide transparency on our milestones along
the way to make sure our progress can be
tracked. We are not only focused on our own
journey; we are also supporting our clients in
their own transitions.

People: Through our interactions, we are work-
ing to address wealth inequality, sharpening the
focus of our client and corporate philanthropy,
and our employee-led community affairs activi-
ties centered on health and education.

Partnerships: By working in partnership with
other thought leaders and standard setters, our
goal is to make an impact on a truly global scale.
To create change, we realize that all of us have
to unite around common goals. That is why we
engage with regulators, policymakers and others
to create standards and support research and
development across the financial sector.

The focus on the sustainability transition has
been integrated across our business:

UBS has identified the SDGs as a key framework
for impact on an overall portfolio and individual
investment basis, and provides regular updates
on its strategic impact priorities and assets under
management as part of the Group Annual
Report and annual Sustainability Report. UBS
aims to consistently integrate strategic impact
considerations on platform level, in aggregate,
within its own actively managed impact solu-
tions and across third-party fund management
partners whose impact investing solutions are
offered to private clients.

Our wealth management business has estab-
lished governance and frameworks that seek to
ensure impact is systematically incorporated
throughout the investment process for all impact
investing solutions, including research and strat-
egy development, investment sourcing,



approvals, and ongoing monitoring. We actively
engage with impact fund management partners
about ex-ante, ongoing and realized impact for
each strategy and how they intend to address
SDG targets and align to identified impact
themes, seeking to encourage rigor and consis-
tency while recognizing that individual managers
employ differing approaches to impact measure-
ment and management. In 2022, we further for-
malized this approach by forming a dedicated
impact measurement and management working
group with all fund managers that provide dedi-
cated impact engagement strategies in public
equities and bonds on our platform. To enable
strategic management and active monitoring of
impact at the platform level, we require fund
management partners to provide regular data
and reporting on impact expectations and prog-
ress on an individual investment and portfolio
level, which we then use to assess gaps in the
overall impact offering.

Managing impact within our asset management
business’ actively managed listed-fund strategies
and portfolios entails a process where impact,
sustainability and financial criteria are all evalu-
ated in the portfolio construction process. The
selection set (investable universe) is narrowed
down to securities whose products and services
are deemed to generate a positive impact on the
environment and human health via a mapping
of companies’ revenues with specific impactful
technologies. This impact assumption is verified
with a qualitative analysis performed for candi-
dates for the portfolio. Where appropriate, the
portfolio manager also defines SDGs-engage-
ment objectives against which the impact of
individual investments will be assessed. Impact
achievements are measured through proprietary
impact models as well as achievement of impact
engagement targets that are set out at the time
of investment.

We believe in the power of aligning employee
incentive compensation with the achievement of
sustainability objectives. Sustainability-related
objectives have been embedded in our Pillars
and Principles since they were established in
2011 and therefore feature in our performance
and compensation conversations. To maintain
focus on these important topics, our Group CEO
and all other Group Executive Board members
have specific sustainability-aligned goals under
Pillars and Principles, including governance and
risk management, talent management and diver-
sity, client satisfaction and corporate responsibil-
ity. All Board of Directors’ committees have spe-
cific responsibilities pertaining to sustainability
matters, e.g., the Compensation Committee is
responsible for ESG-related compensation topics,
the Risk Committee supervises the integration of
ESG in risk management, the Governance and
Nominating Committee supports the Board in
establishing best practices in corporate gover-
nance and the Audit Committee has oversight of
the control framework underpinning ESG met-
rics. Within our asset management business,
KPIs focused on sustainability integration were
implemented for investment analysts and portfo-
lio managers throughout active equities and
fixed income in 2019. These incentives were
established to ensure the successful implementa-
tion of the sustainable investment integration
strategy. We recognize the difficulty in aligning
financial incentives to sustainability and impact
across a large diversified business, but continue
to consider softer mechanisms, such as integra-
tion of dedicated objectives within our perfor-
mance management frameworks.

Principle 2
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Principle 3

Establish the Manager’s
contribution to the achievement of
impact.

The Manager shall seek to establish and docu-
ment a credible narrative on its contribution to
the achievement of impact for each investment.
Contributions can be made through one or more
financial and/or non-financial channels'. The nar-
rative should be stated in clear terms and sup-
ported, as much as possible, by evidence.

! For example, this may include: improving the cost of capital,
active shareholder engagement, specific financial structur-
ing, offering innovative financing instruments, assisting with
further resource mobilization, creating long-term trusted
partnerships, providing technical/ market advice or capacity
building to the investee, and/or helping the investee to meet
higher operational standards.
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Our wealth management business offers invest-
ment options for mobilizing private capital into
impact investments that address a range of
social and environmental challenges while seek-
ing to generate market-rate financial returns.
We contribute to the achievement of impact
through multiple channels, including: actively
identifying and developing investment solutions
to address specific capital gaps in SDG-related or
other high-impact thematic areas; consistently
advocating for robust impact measurement and
management approaches by fund management
partners and the industry broadly; discussing the
Impact Principles with fund management part-
ners; supporting the success of underlying
investee companies through strategic introduc-
tions and promotion; and mobilizing additional
private capital through publications, education,
events and other initiatives designed to catalyze
advisor and client interest in impact investing.
The wealth management business also rigorously
evaluate impact fund management partners’
contribution to impact and additionality as part
of our due diligence and onboarding of third
party investment solutions, and advocate for
continuous improvement through regular
engagement and dialogue on individual deals
and overall impact approach. Our creation of an
ongoing working group with impact fund man-
agers in our discretionary portfolios who are
focused on measurable outcomes as a result of
active shareholder and bondholder engagement,
is a good example of our contribution as an
asset allocator.

Our asset management business seeks to con-
tribute to the achievement of impact through
allocating capital to companies that already have
a positive impact on the society and / or environ-
ment as well as long-term corporate engage-
ment with companies in its portfolio oriented
around supporting the SDGs. Engagement
objectives are defined at the time of the



investment decision, and specific goals are fur-
ther refined in partnership with invested compa-
nies. We measure the impact of our engagement
by tracking such objectives and goals along the
life of the investment, and we report on the
progress to investors on a regular basis. The
impact created through our engagements could
be qualitative as well as quantitative. As UBS is
most likely not the only investor in a listed com-
pany and engaging with management, it is diffi-
cult to solely attribute the impact achieved to

UBS. However, our engagement to set objectives
and track success over time, allow us to better
understand the impact achieved during the
engagement period. Our engagement activities
are designed to help the invested companies
generate additional positive impact on specific
social and environmental goals, and to help
improve the financial performance of the com-
panies through reducing risks and realizing
opportunities.

Principle 3
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Principle 4

Assess the expected impact of each
investment, based on a systematic
approach.

For each investment the Manager shall assess, in
advance and, where possible, quantify the con-
crete, positive impact' potential deriving from
the investment. The assessment should use a
suitable results measurement framework that
aims to answer these fundamental questions:
(1) What is the intended impact? (2) Who experi-
ences the intended impact? (3) How significant
is the intended impact?? The Manager shall also
seek to assess the likelihood of achieving the
investment's expected impact.

In assessing the likelihood, the Manager shall
identify the significant risk factors that could
result in the impact varying from ex-ante expec-
tations. In assessing the impact potential, the
Manager shall seek evidence to assess the rela-
tive size of the challenge addressed within the
targeted geographical context. The Manager
shall also consider opportunities to increase the
impact of the investment. Where possible and
relevant for the Manager’s strategic intent, the
Manager may also consider indirect and systemic
impacts. Indicators shall, to the extent possible,
be aligned with industry standards® and follow
best practice*.

" Focus shall be on the material social and environmental
impacts resulting from the investment. Impacts assessed
under Principle 4 may also include positive ESG effects
derived from the investment.

2 Adapted from the Impact Management Project, now Impact
Frontiers (www.impactfrontiers.org).

3 Industry indicator standards include HIPSO (indicators.ifipart-
nership.org/about); IRIS (iris.thegiin.org); GIIRS (b- analytics.
net/giirsfunds); GRI (www.globalreporting.org/Pages/default.
aspx); and SASB (www.sasb.org), among others.

4 International best practice indicators include SMART (Spe-
cific, Measurable, Attainable, Relevant, and Timely), and
SPICED (Subjective, Participatory, Interpreted & communica-
ble, Cross-checked, Empowering, and Diverse & disaggre-
gated), among others.
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Our wealth management business’ impact
assessment process for potential solutions for
private clients includes an evaluation of ex-ante
expected impact, where possible, and an evalua-
tion of an impact fund manager’s ability to real-
ize that impact. It is based around four core cri-
teria: intent, measurement, verification, and the
manager’s alignment to the Impact Principles.
We expect the manager to have robust pro-
cesses around development of the impact thesis
and theory of change for each investment, and
for impact discussions to be integrated into the
core investment process via the investment com-
mittee and deal teams. We utilize the Impact
Management Platform’s (IMP) five dimensions of
impact to assess expected impact of a given
investment, in addition to evaluating the efficacy
of the manager’s impact management system to
support achievement of impact at the solution
and underlying investment level, the likelihood
of achieving that impact, and any likely impact
risks. While we do not mandate the use of spe-
cific metric sets, we evaluate whether the man-
ager’s approach to impact measurement and
management is aligned with industry standards
and best practices.

Intent There must be a stated and explicit intention to
generate positive social and/ or environmental
impact in addition to sustainable financial

performance.

The outcomes of the investment should be tied to
specific metrics, and measured against a base
case or benchmark.

Measurement

Verification There must be evidence that the invested capital
itself is positively correlated with the intended

outcome after excluding other exogenous factors.

Manager’s alignment
to the Operating
Principles for Impact
Management

There must be an overall alignment of the
impact management approach and processes to
the Principles, even if the fund manager is not a
signatory to the framework.




Our asset management business has developed
frameworks for impact measurement and verifi-
ability in conjunction with experts in the disci-
plines of public health and environmental sci-
ence. These frameworks are data-based,
science-informed and standardized; focused on
social and environmental impacts in order to
identify companies that generate a positive
impact. These frameworks provide a baseline for
assessing whether and how much an invested
company’s impact continues to improve over
time. For example, we will measure the hospital-
izations avoided due to the diabetes drugs that a

company will sell. The impact metric is then
included into an impact investment thesis, where
the analyst also reviews the company’s manage-
ment of environmental and social risks (potential
negative impacts) as well as engagement oppor-
tunities to reduce risk and enhance opportuni-
ties, using our SDG engagement framework. The
engagement objectives will be tested against
management receptiveness and goals will be fur-
ther refined. This holistic investment thesis is
revised on an annual basis and engagement
goals revisited as required.

Principle 4
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Principle 5

Assess, address, monitor, and
manage potential negative impacts
of each investment.

For each investment the Manager shall seek, as
part of a systematic and documented process, to
identify and avoid, and if avoidance is not possi-
ble, mitigate and manage Environmental, Social
and Governance (ESG)' risks. Where appropriate,
the Manager shall engage with the investee to
seek its commitment to take action to address
potential gaps in current investee systems,
processes, and standards, using an approach
aligned with good international industry
practice?. As part of portfolio management, the
Manager shall monitor investees’ ESG risk and
performance, and where appropriate, engage
with the investee to address gaps and unex-
pected events.

! The application of good ESG management will potentially
have positive impacts that may or may not be the principal
targeted impacts of the Manager. Positive impacts resulting
from ESG matters shall be measured and managed along-
side with, or directly embedded in, the impact management
system referenced in Principles 4 and 6.

2 Examples of good international industry practice include:
IFC’s Performance Standards (www.ifc.org/performancestan-
dards); IFC's Corporate Governance Methodology (www.ifc.
org/cgmethodology), the United Nations Guiding Principles
for Business and Human Rights (www.unglobalcompact.org/
library/2); and the OECD Guidelines for Multinational Enter-
prises (http://mneguidelines.oecd.org/themes/human-rights.
htm).

3 See https://www.ubs.com/global/en/assetmanagement/
capabilities/sustainable-investing.html
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Our wealth management business assesses the
systems and processes of potential impact fund
management partners for identifying and
addressing sustainability-related risks of underly-
ing investments. The assessment is based on an
extensive sustainability-related due diligence pro-
cess that specifically addresses what the poten-
tial negative impacts are and how the manager’s
processes and practices are geared to address
such impacts. While in some investments, man-
aging potential negative impacts is largely driven
by regulatory or other requirements, we specifi-
cally assess what is done above and beyond such
requirements to minimize such risks. The assess-
ment goes hand-in-hand with active conversa-
tions and ongoing dialogue with fund managers
throughout the life of investments on reported
incidents as well as processes for avoiding or
mitigating such risks to support the overall
achievement of impact and commercial success.

Our asset management business has adopted
standard processes for identifying and document-
ing sustainability-related risks for the companies
in which it invests. We have developed an ESG
Risk Dashboard with proprietary methodology
(incorporating both internal and external data) to
monitor ESG Risk across multiple dimensions; the
dashboard enables investment teams to integrate
ESG Risk data into the research and investment
process. The Dashboard allows analysts and port-
folio managers to identify companies/issuers with
significant ESG risks via the “UBS ESG Risk Sig-
nal”. The ESG Risk Signal combines data points
from several external research sources based on a
proprietary methodology. It provides investment
teams with a structured, holistic view of ESG risks
across four different dimensions, allowing for
industry relative comparisons as well as the iden-
tification of outliers (absolute risk, governance,
controversies). If one or more of the dimension
pillars fail against the thresholds set, the issuer is
flagged for ESG risks by the signal. Where risks
are identified, the companies are either not
investable for sustainable and impact strategies
or mitigation strategies are implemented in the
form of stewardship activities and active engage-
ment. Through engagement, we work with our
investee companies, and collaborate with man-
agement to reduce negative impact and optimize
positive impact. These approaches are outlined in
our Responsible Investment and Stewardship
Policies.?



Principle 6

Monitor the progress of each
investment in achieving impact
against expectations and respond
appropriately.

The Manager shall use the results framework
(referenced in Principle 4) to monitor progress
toward the achievement of positive impacts in
comparison to the expected impact for each
investment. Progress shall be monitored using a
predefined process for sharing performance data
with the investee. To the best extent possible,
this shall outline how often data will be col-
lected; the method for data collection; data
sources; responsibilities for data collection; and
how, and to whom, data will be reported. When
monitoring indicates that the investment is no
longer expected to achieve its intended impacts,
the Manager shall seek to pursue appropriate
action’. The Manager shall also seek to use the
results framework to capture investment
outcomes?.

" Actions could include active engagement with the investee;
early divestment; adjusting indicators/expectations due to
significant, unforeseen, and changing circumstances; or
other appropriate measures to improve the portfolio’s
expected impact performance.

2 OQutcomes are the short-term and medium-term effects of

an investment'’s outputs, while the outputs are the products,

capital goods, and services resulting from the investment.
Adopted from OECD-DAC (www.oecd.org/dac/).

Our wealth management business regularly
monitors progress toward the impact and finan-
cial objectives of the impact investing solutions
on its platform. We require impact fund man-
agement partners to provide annual impact
reporting at a minimum, and we conduct regular
update calls on a quarterly and ad-hoc basis to
monitor progress on commercial and impact
objectives. Ongoing dialogue with fund manag-
ers about portfolio-level and investment-level
results enables evaluation of reported impact
and discussion of what actions are being taken
to address impact and financial performance.
During monitoring, debate progress towards
impact outcomes on a quarterly basis, re-
convene ad-hoc when a new investment is made
to discuss the impact thesis and potential mea-
surement, and engage on metrics and measure-
ment as part of the annual impact reporting.

Our asset management business has an estab-
lished process for evaluating the expected
impact of each engagement that it undertakes,
assessing progress made on engagement activi-
ties over time. The investment team assesses the
opportunity for broadening the impact of com-
panies candidates for the portfolio with SDG-
engagement. The goals are defined pre-invest-
ment, recorded in our investment research
library and further refined after discussion with
management. Progress is assessed throughout
the life of the investment while engagement
goals are adjusted throughout the life of the
investment also; ensuring that continuous prog-
ress takes place and that changes in the business
are reflected. Escalation tools are available when
expected impact can no longer be achieved.

Identify opportunities where companies can act on the SDGs:

Identify

Detailed analysis of E&S risk management and opportunities

Identify gaps: key areas where the company could act on the SDGs

Set company-specific engagement goals using the UBS SDG Engagement Framework:

Set goals

Top-down: Where can a company make a difference to an SDG considering its market position?

Bottom-up: Where can a company improve its impact on the SDGs considering its current practices?

Track progress

Measure impact

Track progress over time on pre-set milestones

Report engagement and impact progress

Operating Principles for Impact Management — July 2023
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Principle 7

Conduct exits considering the
effect on sustained impact.

When conducting an exit," the Manager shall, in
good faith and consistent with its fiduciary con-
cerns, consider the effect which the timing,
structure, and process of its exit will have on the
sustainability of the impact.

' This may include debt, equity, or bond sales, and excludes
self-liquidating or maturing instruments.
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Our wealth management business emphasizes
with impact fund management partners our
expectations around the importance of impact
considerations and the sustainability of the tar-
geted impact as part of the exit decision process
for underlying investments. We engage actively
with partners on portfolio development and seek
to proactively discuss impact implications of
anticipated exits on a case-by-case basis, while
recognizing that they control the decision as
investment manager. We expect that fund man-
agers will follow through on commitments to
prioritize impact objectives alongside financial
objectives on an individual investment and port-
folio basis, including upon exit. Failure to credi-
bly deliver on these impact expectations will fac-
tor into the overall decision to work with a fund
manager on future impact investing offerings
and/or could lead to removing our impact invest-
ing designation from the strategy.

Our asset management business considers the
effect on sustained impact upon selling a posi-
tion. The exit ideally occurs when targeted
engagement outcomes have been achieved but
can also take place when the investment thesis
weakens due to factors beyond the control of
our engagement activities. Considerations at exit
include the likelihood of the expected impact
being achieved without UBS's ongoing engage-
ment activities. This assessment is performed
qualitatively and checked against specific mile-
stones in the investment thesis. Our learnings
are factored into future investments in the com-
pany and potential future engagements with the
management team.



Principle 8

Review, document, and improve
decisions and processes based on
the achievement of impact and
lessons learned.

The Manager shall review and document the
impact performance of each investment, com-
pare the expected and actual impact, and other
positive and negative impacts, and use these
findings to improve operational and strategic
investment decisions, as well as management
processes.

Our wealth management business actively moni-
tors and documents impact performance,
reviewing regular impact reporting from fund
management partners and engaging with them
on a regular and ad-hoc basis to assess actual
and realized impact against ex-ante expecta-
tions. We use these learnings to identify gaps in
impact areas addressed as well as in assessment
and monitoring practices. We continuously
review and modify our impact investing gover-
nance and processes on the basis of evolving
industry best practice and learnings from these
ongoing interactions with fund management
partners and underlying investments. For exam-
ple, in order to enhance our evaluation of part-
ner practices, we have evolved our impact due
diligence framework in recent years to incorpo-
rate explicitly the Impact Management Project’s
five dimensions and to more accurately reflect
the tenets of the Operating Principles for Impact
Management.

Our asset management business continues to
evolve its processes and measurement method-
ologies to improve operational and strategic
investment decisions, as well as management
processes. We actively participate in various
industry initiatives to contribute to and enhance
industry standardization.

Operating Principles for Impact Management — July 2023
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Principle 9

Publicly disclose alignment with the
Impact Principles and provide
regular independent verification' of
the alignment.

The Manager shall publicly disclose, on an
annual basis, the alignment of its impact man-
agement systems with the Impact Principles and,
at regular intervals, arrange for independent ver-
ification of this alignment. The conclusions of
this verification report shall also be publicly dis-
closed. These disclosures are subject to fiduciary
and regulatory concerns.

1 The independent verification may be conducted in different
ways, i.e., as part of a financial audit, by an independent
internal impact assessment committee, or through a portfo-
lio/fund performance evaluation. The frequency and com-
plexity of the verification process should consider its cost,
relative to the size of the fund or institution concerned, and
appropriate confidentiality

Operating Principles for Impact Management — July 2023

This Disclosure Note re-affirms the alignment of
UBS Group AG'’s procedures with the Impact
Principles and is updated annually.

The information contained in this Disclosure
Statement has not been verified or endorsed by
the Global Impact Investing Network (“the
GIIN") or the Secretariat or Advisory Board. All
statements and/or opinions expressed in these
materials are solely the responsibility of the per-
son or entity providing such materials and do
not reflect the opinion of the GIIN. The GIIN shall
not be responsible for any loss, claim or liability
that the person or entity publishing this Disclo-
sure Statement or its investors, Affiliates (as
defined below), advisers, employees or agents,
or any other third party, may suffer or incur in
relation to this Disclosure Statement or the
impact investing principles to which it relates.
For purposes hereof, “Affiliate” shall mean any
individual, entity or other enterprise or organiza-
tion controlling, controlled by, or under common
control with the Signatory.

The second independent verification report on
the alignment of UBS Group AG with the Oper-
ating Principles for Impact Management has
been completed on June 17, 2022 and is avail-
able as a separate document. This verification is
performed on a regular basis at no later than
two-year intervals, or earlier in the event of
material change to our impact management
processes.

Information on the current independent verifier
is as follows: BlueMark (a subsidiary of Tideline
Advisors, LLC). BlueMark has office locations in
London, UK; New York, NY; Portland, OR; and
San Francisco, CA and is headquartered at 915
Battery St, San Francisco, CA 94111, USA.



Cautionary Statement | This report may contain statements that constitute “forward-looking statements”. Refer to the Cautionary Statement
Regarding Forward-Looking Statements in UBS's Annual Report 2022, available at ubs.com/investors, for further details.

Notice to investors | This report and the information contained herein are provided solely for information purposes, and are not to be construed as
solicitation of an offer to buy or sell any securities or other financial instruments in Switzerland, the United States or any other jurisdiction. No invest-
ment decision relating to securities of or relating to UBS Group AG, UBS AG or their affiliates should be made on the basis of this report. Refer to UBS's
Annual Report 2022, available at ubs.com/investors, for additional information.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables and text. Percentages and percent
changes are calculated on the basis of unrounded figures. Information about absolute changes between reporting periods, which is provided in text
and which can be derived from figures displayed in the tables, is calculated on a rounded basis.

Tables | Within tables, blank fields generally indicate that the field is not applicable or not meaningful, or that information is not available as of the

relevant date or for the relevant period. Zero values generally indicate that the respective figure is zero on an actual or rounded basis. Percentage
changes are presented as a mathematical calculation of the change between periods.
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