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Introduction

Purpose of This Document

This document summarises Fidelity International’s approach to key elements of the UK SDR. It is
intended to complement Fidelity's global Sustainable Investing Principles by setting out UK-specific
regulatory requirements and their application to relevant products.

About SDR

The UK Financial Conduct Authority (FCA) introduced the Sustainability Disclosure Requirements (SDR)
and investment labels’ to ensure that financial products marketed as sustainable are supported by
clear evidence and robust standards. SDR includes four sustainability labels, naming and marketing
rules, sustainability disclosures and distributor requirements. These labelling and naming rules apply
to UK-authorised fund managers in respect of UK-domiciled funds. Products using an SDR
sustainability label can be identified through their pre-contractual disclosures.

Separately, the FCA's anti-greenwashing rule applies to all FCA-authorised firms and requires b
sustainability-related claims to be fair, clear and not misleading.

Important Notes

Fidelity International (also "Fidelity") is defined as FIL Limited and its subsidiary entities.

The underlying regulations and our approach will continue to evolve. For the most up-to-date
information, please refer to the relevant offering documents, which prevail in the event of any
inconsistency.

1 PS23/16: Sustainability Disclosure Requirements (SDR) and investment labels (fca.org.uk)


https://www.fidelityinternational.com/static/master/media/pdf/esg/sustainable-investing-principles.pdf

Product Overview under SDR

Under SDR, products may either use one of the FCA's sustainability labels or remain unlabelled.
Within this context, our in-scope products fall into three broad categories:

1. Sustainability labelled products - Products that use one of the FCA's sustainability labels.

2. ESG promoted products - Products that have a material ESG approach but do not use a SDR
sustainability label.

3. Non-ESG promoted products - Products that do not make material ESG commitments whose ESG-
related claims are limited to short and factual statements, including how sustainability risks are
considered.

Criteria

High-level
Description

Rules for
product
names

General
requirements

FSIF category

Sustainability Sustainability Sustainability Sustainability ESG Promoted

Focus Improvers Impact Mixed Goals
Assets are Assets with Assets with Blending at
sustainable potential pre-defined least two of
now future positive the other
improvement impact labels

Only labelled products can use “Sustainable” or
“Sustainability” in the product name. Only funds under the
Impact label can use “Impact” in the product name. Labelled
products can use other ESG-related terms at the managers
discretion.

At least 70% of assets must meet the product’s sustainability
objective, with reference to a sustainability standard? that is
robust, evidence-based, absolute and systematically applied.

KPls must be used to demonstrate achievement of the
sustainability objective.

Disclosure requirements.
ESG Target

2 For Sustainability Impact, the requirements in relation to a standard of sustainability differ to the other labels.

Material ESG
characteristics

Some ESG-related
terms can be used

Products must have
‘material’ ESG
characteristics.

Disclosure
requirements.

ESG Tilt

Sustainability Labels Unlabelled

Non-ESG
promoted

Not material ESG
characteristics

Cannot use any
ESG-related term
in the product
name

n/a

ESG
Unconstrained



Sustainability labels and unlabelled categories under SDR broadly align with Fidelity’s Sustainable
Investing Framework (FSIF), which provides a structured approach to categorising products based on
their sustainability characteristics and objectives, while incorporating relevant local regulatory
requirements.

Products that obtain SDR sustainability labels would fall under FSIF's ESG Target category, as these
products are required to have an explicit sustainability objective. ESG Promoted products also align
to ESG Target (or ESG Tilt if sufficiently tilted and binding) given these products are required to have
material sustainability characteristics. Finally, non-ESG promoted products sit within FSIF's ESG
Unconstrained category, as these products do not have material ESG characteristics and may, or
may not, integrate ESG risks and opportunities into the investment process.



Fidelity International's SDR Product
Framework

Labelled Products

For labelled products, at least 70% of assets are required to meet the product’s sustainability
objective. This must be assessed against a robust, evidence-based standard of sustainability that is
absolute and systematically applied.

The FCA provides a non-exhaustive list of standards that may be used to demonstrate a robust
evidence-based standard, including:

1. Activity alignment: setting minimum thresholds for the percentage of an issuer’s revenue aligned
to internationally recognised frameworks, such as the UN Sustainable Development Goals® (SDGs)
or a taxonomy (e.g., the EU Taxonomy*).

2. Absolute performance: setting issuer-level thresholds for performance against defined
sustainability metrics, such as greenhouse gas (GHG) emissions or emissions intensity.

Based on the FCA's requirements and guidance, Fidelity International applies the following principles
when determining investment eligibility for SDR-labelled products:

1. Robust and evidence-based: asset eligibility is assessed by seeking to quantify alignment to
widely adopted international standards and recognised frameworks, including, where relevant,
the UN Sustainable Development Goals, the EU Taxonomy, the International Capital Market
Association (ICMA) categories and the objectives of the Paris Agreement.

2. Absolute: eligibility is assessed against defined minimum thresholds. For example, under certain
approaches, issuers may be required to derive a significant proportion of their activities (e.g.,
more than 50%) from activities aligned to the UN SDGs or the EU Taxonomy.

3. Systematically applied: eligibility criteria are pre-defined and applied consistently using defined
methodologies, supported by governance, monitoring and internal controls.

The role of the sustainability standard, and how it is applied in asset selection, will vary depending
on the specific SDR label.

3 The SDGs were created by the United Nations and are internationally endorsed objectives to end poverty, protect the planet, and ensure that by 2030 all people enjoy
peace and prosperity. These SDGs are then subsequently articulated into actionable targets and indicators. More details available here: THE 17 GOALS | Sustainable
Development

“The EU Taxonomy is a classification system that helps companies and investors identify “environmentally sustainable” economic activities to make sustainable investment
decisions. More details are available here: EU Taxonomy Navigator.



https://sdgs.un.org/goals
https://sdgs.un.org/goals
https://ec.europa.eu/sustainable-finance-taxonomy/
https://ec.europa.eu/sustainable-finance-taxonomy/
https://ec.europa.eu/sustainable-finance-taxonomy/

Sustainability Focus

Fidelity’s Sustainability Focus framework centres on defined standards of sustainability that are
intended to identify assets considered ‘sustainable now’. These Focus Standards include:

1. UN SDGs or EU Taxonomy Alignment - issuers that have more than 50% of their economic
activities (revenues or capital expenditure or operational expenditure) generated from products,
services or investments which contribute to i) ‘investible’ UN SDGs or ii) EU Taxonomy objectives.

2. Use of Proceed Bonds - instruments that intend to use or have allocated more than 50% of
proceeds raised through the bond issuance for specific green or social activities, assets or
projects which contribute to: i) International Capital Market Association (ICMA) project categories.

These Focus Standards reflect the FCA's requirement that labelled funds apply a robust, evidence-
based, absolute and systematically applied sustainability standard.

Spotlight on Fidelity's proprietary SDG Tool

The principles behind our SDG Tool approach are informed by the EU Taxonomy and aim to provide

an assessment of an issuer’s positive contribution to environmental and social outcomes (based on its
products or services, or what it does). In doing so, it helps identify issuers that meet one of the above
Sustainability Focus Standards.

Rather than mapping issuers to broad SDGs, we seek to identify issuers that make a substantial
contribution to specific underlying targets and indicators that are suitable for corporates to contribute
towards. Out of the SDG's 169 targets, our model only considers 51 as investible targets corporates
can contribute to.

Our SDG Tool follows three steps:

Identify investible targets &
1 indicators 2 Map revenue categories 3 Model Output & Use Cases

Identify the SDGs targets and indicators we believe Allocate FactSet RBICS revenue segments (c.1,800) to relevant The oulput provides an issuer-based $DG contribution
corporates can contribute towards through their products and colegories and targets and indicators, assessment.
sanices. ¢.350 revenue categories contributing Further engagement from research team strengthens the
51 targets and 66 indicators (from 169 & 231) model and provides qualitative insights.
1.4 - Ensuring all people have access to basic services '8 .I > Contributing Regulatory Frameworks
Example: Banks & Financial Services (geo dependent) "'""'I' "I':"-‘ Example: Wind Power =, SFDR & SDR
2.1 - Ensuring sustainable food production systems A Geographical Conditional Contribution @ Universe creation
Examples: Alternative proteins, fruit & vegetable farming I | | | | Example: Financials '.,E—/ SDG Funds
A
sm - = - - - TN
9.2 - Promate inclusive and sustainable industrialisation E:ﬁ Potentially Contributing k_O Idea generation
OO ¥
& Examples: Manufacturing efficiency and conirals I Example: Real Estate IJ Thematic strategies
;_I.Ea;:nbslanﬁully decrease the losses caused by > '4’& Not Contributing I_ External usage
S D] Example: Ol exploration :| 'D] Client Reporting

Examples: Property and commarcial insurance

Our SDG Tool maps the approximately 1,800 FactSet RBICS revenue activities to the list of ‘investible’
SDG targets and indicators identified in Step 1, into one of the following classifications:

= Contributing - The activity contributes to one or more SDG targets or indicators in all
circumstances (for example, solar power generation).

= Geographical conditional contribution - The activity contributes to one or more SDG targets or
indicators only in specific geographic contexts where a material development gap remains (for
example, financial services in countries with low financial inclusion).

= Could contribute - The activity may contribute to the SDGs, but the revenue category may not be
granular enough (for example, real estate), or contribution to the SDGs may be subject to
sustainable practices that mitigate the potential negative impacts (for example, seafood



production), or contribution may be subject to sustainable use cases, whereby the issuer enables/
facilitates activities that contribute to SDGs (for example, efficiency & automation categories like
computer aided design). In such cases, qualitative validation is required to consider an issuer's
revenues as 'contributing'.

= Not contributing - The activity does not contribute to the identified SDG targets or indicators (for
example, oil exploration).

This process leverages insights from Fidelity’s research analysts for the qualitative validation of
issuers’ revenues. The final step in the process is to aggregate the contribution of each individual
activity for each issuer. Issuers require >50% contribution to the SDGs in order to pass our SDG
Alignment Focus Standard. The example below highlights how this works.

Company A's revenve
activity breakdown

Cardiology medical
devices

International fixed
satellite services

Power module and
subassembly electronic
components

Console games software

% of total
revenuve

50%

25%

15%

10%

SDG revenue
classification

Contributing

Geographical
conditional
contribution

Could
contribute

Mot
contributing

Relevant SDG and underlying SDG target

GOAD HEMTH
AND WELL-BENG

oy

g INDUSTRY, INNCHATION
BHD INFRASTRUCTURE

&

Not applicable

‘Mortglity rate attributed to
cardiovascular disease,
cancer, diabeles or chronic
raspiratory’

(SDG 3.4.1)

‘Proportion of population
covered by a mobile
network, by technology’
(5DG 7.c.1)

‘Renewable energy share in
the total final energy
consumption’

(5DG 7.2.1)

Revenue contributing

Comment
to the SDGs

This activity contributes in all circumstances and
geographies

100% of this activity is therefore classified as contributing to
the SDGs

This activity contributes only where telecom penetration 12%
remains low

12% of this activity is classified as contributing to the SDGs
as 0% of revenues are derived from eligible geographies
(0% = 25% = 12%)

This activity contributes upon qualitative validation of any 0%
revenues

0% of this activity is classified as contributing to the 8DGs
as a qualitative review revealed that this aclivity does not
meet the validation criteria (no sustainable use cases e.g,,
renewables deployment)

This activity does not contribute to SDGs 0%

Total DG Contribution
(>50% required for SDR Focus Standard)

62%



Sustainability Mixed Goals

Under the FCA's SDR regime, the Sustainability Mixed Goals label is available to funds that combine
elements of multiple SDR sustainability labels. Fidelity’s approach to this label centres on the
blending of assets that are considered 'sustainable now' (Sustainability Focus) with assets that have
the ‘potential to improve their sustainability over time’ (Sustainability Improvers). To support this
approach, Fidelity has established defined sustainability standards to identify eligible funds and
assets under each component. The Standards used are as follows:

?;Zr;dard Sustainability Focus Sustainability Improvers

1.Funds’ verified by Fidelity as meeting the 4. Funds? verified by Fidelity as meeting the

‘Sustainability Focus’ criteria which have at least ‘Sustainability Improvers’ criteria which have the

70% of assets invested according to Standards 2  potential to contribute to the Paris Agreement’s climate

and / or 3 (below). targets by aiming to reach net zero greenhouse gas
Fund (GHG) emissions by 2050. Verified funds restrict their

carbon emissions exposures in line with the Paris
Agreement'’s climate targets, through the active or
passive usage of an EU Paris-aligned Benchmark (PAB)
within its investment process.

2. UN SDGs or EU Taxonomy Alignment - issuers N/A
that have more than 50% of their economic

activities (revenues or capital expenditure or

operational expenditure) generated from products,

services or investments which contribute to i)

‘investible’ UN SDGs or ii) EU Taxonomy objectives.

Asset 3. Use of Proceed Bonds - instruments that intend

to use or have allocated more than 50% of
proceeds raised through the bond issuance for
specific green or social activities, assets or
projects which contribute to: i) International Capital
Market Association (ICMA) project categories.

" Fidelity managed funds only, ? Fidelity managed or third-party funds

Spotlight on Fidelity’'s proprietary checklist approach

To determine whether an underlying fund meets Standards 1. or 4., Fidelity has designed a label-
specific checklist to assess fund eligibility for the Mixed Goals fund. As part of this due diligence
process, Fidelity assesses the key attributes of an underlying fund and its alignment with relevant SDR
requirements, including whether it:>

targets a sustainability outcome that aligns with top-level Fund’s sustainability objective

has 2 70% alignment® with that sustainability outcome as determined by the Fund'’s standards of sustainability for
that label category; invests in a way that its assets would not conflict the Fund’s overall objective

has KPIs that demonstrate achievement or progress towards that sustainability outcome
has a stewardship strategy, which could include engagement and voting, to support the sustainability outcome

has appropriate resourcing and governance

5 For Sustainability Focus, the weight of the fund that meets the Standard (and contributes to sustainability objective) is determined by the proportion of assets invested in
accordance with Standards 2 and / or 3 on a look-through basis. For Sustainable Improvers, funds will contribute as a single asset given that these funds are subject to a
portfolio-level test regarding the 7% year-on-year decarbonisation PAB requirement.



Where an underlying fund meets all criteriq, it is considered to satisfy the relevant Standard and to
contribute to the top-level fund’s sustainability objective. Verification of a fund is time-stamped with a
one-year validity and is subject to ongoing monitoring. Fidelity performs periodic due diligence to
ensure that there are no material changes in the fund’s investment objective, policy or sustainability
approach.

Ensuring no conflict with label objectives

Fidelity’s SDR labelled funds are designed to minimise the risk of investments that could undermine
their stated sustainability objectives.

For direct investments, Fidelity applies a defined set of exclusions under its OEIC Fund Exclusions
framework. These exclusions restrict exposure to activities or practices that may be inconsistent with
sustainability objectives, including, for example, controversial weapons, conventional weapons, semi-
automatic-weapons, tobacco, thermal coal, Arctic oil and gas, or oil sands, and issuers in breach of
international norms. Excluding these sorts of assets helps us prevent conflict with sustainability
objectives. Fidelity also reviews the environmental, social and governance (‘ESG’) quality of a
business as part of its investment process and may use ESG ratings and additional indicators to
understand and mitigate potential conflicts.

For Sustainability Mixed Goals funds, where exposure may include third-party funds, Fidelity applies
additional due diligence. This includes reviewing third-party documentation, such as the fund's ESG
methodology, investment objective, policy and exclusion framework to assess consistency with the
top-level fund's sustainability objective. Where data availability permits, underlying holdings are also
reviewed, recognising that such review may occur with a reporting lag.

Ongoing monitoring, including periodic due diligence and the Quarterly Sustainability Review (QSR),
supports continued oversight of sustainability integration across labelled strategies and helps identify
and mitigate any potential conflicts.

10


https://www.investment.fidelity.co.uk/articles/pages/2024-07-10-oeic-fund-exclusions-1720595078214
https://www.investment.fidelity.co.uk/articles/pages/2024-07-10-oeic-fund-exclusions-1720595078214

ESG Promoted Products

Under SDR, funds that use sustainability-related terms in their name or marketing, but do not use a
sustainability label, must have sustainability characteristics that are material to the investment
strategy. The fund name must accurately reflect those characteristics. The terms “sustainable”,
“impact”, and related variations are restricted to labelled funds only.

For Fidelity, ESG Promoted products include, for example, funds that demonstrate material
sustainability characteristics through a significant allocation to issuers with higher ESG ratings.

This assessment of ESG rating performance may be absolute or relative, as illustrated in the table
below:

= Absolute measure - the proportion of portfolio assets invested in highly rated ESG issuers,
assessed independently of a benchmark.

* Relative measure - the portfolio's ESG positioning compared to a benchmark or investment
universe.

For example, if a fund invests 80% of its assets in highly rated ESG issuers and the benchmark
allocates 60%, the portfolio's absolute allocation is 80% and its relative positioning is +20% compared
to the benchmark.

Material sustainability

.. Absolute Relative
characteristics

ESG Ratings = 80% ESG Leaders Better than top 80% benchmark

At least 80% of assets in issuers with high ESG  Aims to achieve an ESG score for its portfolio
ratings ('ESG Leaders’). High ESG ratings are  greater than that of its benchmark index after
those rated by Fidelity ESG ratings as a B or  the exclusion of the 20% of securities in the
above, or in the absence of a rating from benchmark with the lowest ESG ratings.
Fidelity, an MSCI ESG rating of A or above.®

For full disclosure on the frameworks employed, please refer to the respective fund prospectus.

Non-ESG Promoted Products

Funds that are unlabelled and do not have material sustainability characteristics fall into a Non-ESG
Promoted category. These funds cannot use sustainability-related terms in their name and are limited
to short, factual and non-promotional statements regarding the consideration of sustainability risks.

Such funds are not subject to the SDR labelling or naming criteria applicable to ESG Promoted or
labelled products. They remain subject to the FCA’s general disclosure and anti-greenwashing
requirements.

For Fidelity, Non-ESG Promoted products include funds that apply only basic ESG risk integration
within the broader investment process, as well as funds that replicate standard (non-ESG) indices or
strategies where ESG considerations are not a defining feature of the investment approach.

6 The Fidelity ESG Ratings were launched in June 2019. As of 31 March 2025, Fidelity ESG Ratings cover a universe of c. 4,000 issuers in equity and fixed income. Fidelity has a
five-scale rating of A (best) to E (worst) reflecting the views of the fundamental analyst team. MSCI ESG Ratings use a rating scale ranging from leader (AAA, AA), average (A,
BBB, BB) to laggard (B, CCC).

11



Governance and Maintenance of
Fidelity's approach to SDR

Fidelity's governance of sustainability is detailed in our Sustainable Investing Principles document.

The following highlights committees and working groups that are relevant to our compliance with
SDR.

12

The Sustainable Investing Operating Committee (SIOC) has primary responsibility for oversight
and governance of Fidelity's SI Framework and supporting its compliance with regulatory
requirements.

The Sustainable Product and Mandate Solutions Working Group (SPMS) reviews new or
enhanced SI frameworks ahead of SIOC approval, facilitates discussion on complexities and

impacts, and provides steer to reduce risks such as through compliance with regulatory standards
such as SDR.


https://www.fidelityinternational.com/static/master/media/pdf/esg/sustainable-investing-principles.pdf

Important Information

This material is issued by Fidelity International, which refers to the group of companies which form the global investment
management organization that provides products and services in designated jurisdictions outside of the United States of
America. Fidelity, Fidelity International, the Fidelity International logo and F symbol are registered trademarks of FIL
Limited.

Not all products or services described herein are available in all jurisdictions or to all types of investors. The distribution
of this material and the availability of products and services described herein may be restricted by law in certain
jurisdictions. It is the responsibility of any person in possession of this material to observe all applicable laws and
regulations of any relevant jurisdiction.

Information and judgments are provided in good faith and are believed to be accurate as of the date of publication, but
no representation or warranty, express or implied, is made as to their accuracy, completeness, or fitness for any
particular purpose. Certain statements contained in this material are based on current expectations, estimates,
projections, opinions, and/or beliefs and constitute "forward-looking statements", which can be identified by the use of
forward-looking terminology such as "may", "expect", "anticipate", "project", "estimate", "intend", "target", "aim" or
"believe", or comparable terminology or the negatives thereof. No representation or warranty is made with respect to
such statements and future events may differ materially from those reflected or contemplated in such statements. As a

result, investors should not rely on such forward-looking statements in making their investment decisions.

Nothing in this material constitutes an offer, invitation, or solicitation to buy or sell any securities, financial instruments, or
services, nor should it be construed as investment, legal, tax, or other advice. Fidelity International accepts no liability for
any loss arising from the use of this material or its contents.

Investments involve risks, including the possible loss of capital. This information has been prepared without taking into
account any person’s objectives, financial situation or needs. Before making any investment decision, recipients should
consider their own circumstances and consult with their own professional advisers as appropriate.

This material may contain information, data, or content obtained from third-party sources, or may have been prepared
using such third-party materials. While Fidelity believes such third-party information to be reliable, it has not been
independently verified and no representation or warranty, express or implied, is made as to its accuracy, completeness,
or timeliness. Fidelity does not accept any responsibility or liability for any errors or omissions in third-party content or for
the results obtained from its use.

This material and its contents are the property of Fidelity and may not be reproduced, distributed, or published without
prior written consent. In the event of any inconsistency between the English version of this material and any translation,
the English version shall prevail.

The following entities represent Fidelity International in the context of sustainable investing. In the United Kingdom, FIL
Investment Services (UK) Limited, FIL Investments International, FIL Pensions Management and FIL Investment Advisors
(UK) Limited. In France, FIL Gestion (N°GP03-004). In the other European countries, FIL Investment Management
(Luxembourg) S.a r.l. In Hong Kong, FIL Investment Management (Hong Kong) Limited. In Singapore, FIL Investment
Management (Singapore) Limited (Co. Reg. No: 199006300E). In Taiwan, Fidelity Securities Investment Trust Co. (Taiwan)
Limited. In Koreq, FIL Asset Management (Korea) Limited. In Mainland China, FIL Fund Management (China) Company
Limited, while having business separation mechanism to prevent FIL to directly participate in its investment and operation
of fund property. In Japan, FIL Investments (Japan) Limited. In Australia, FIL Investment Management (Australia) Limited
(ABN 34 006 773 575, AFSL No. 237865) and FIL Responsible Entity (Australia) Limited (ABN 33 148 059 009, AFSL No.
409340).
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