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Muzinich’s ESG Governance and Resourcing

We believe best-practice responsible and sustainable
investment requires strong commitment throughout
our organization with ultimate oversight and
accountability from members of our Boards of

Directors.

We also believe that for our responsible investment
policies to be effective, almost all functions within our

Figure 1: Muzinich ESG oversight and governance.

firm, from research and risk, to compliance and
marketing, must actively contribute to our ESG efforts
to ensure that ESG considerations are fully integrated
within our business.

We have therefore developed an organizational
structure which comprises the three ESG groups
outlined in Figure 1.

Muzinich Boards of Directors
Oversight » Oversight and accountability for ESG policies and practices
* Muzinich’s Co-Head of Public Markets is ultimately responsible for ESG oversight
» Four members of Muzinich boards sit on ESG Advisory Group
Muzinich ESG Advisory Group Additional support
* 15 Muzinich staff including ESG Integration Group Additional support for ESG
members and representatives from relevant teams within work comes from: client
the Firm services, compliance,
Advisory + Recommends ESG policy and strategy updates to Muzinich | |investment research, legal,
boards portfolio management,
. . . . duct devel t, client
» Helps disseminate ESG practices to respective teams E;gort?ng,e:sdoﬂgle:ea:w;EF?LUS
* Oversees ESG data vendor decisions external data vendors
» Ensures consistent external messaging on ESG matters
ESG Integration Group ESG Regulations Steering
* 5 Muzinich staff, partly or fully dedicated to ESG policy Committee
implementation * 10 Muzinich staff, from
« Implements the Firm’s ESG policies and procedures day- compliance, ESG,
to-day including items mentioned in this policy such as: investment, legal and
ESG screening, research, reporting, engagement etc. operations teams
* Responsible for addressing
all ESG regulation
) s . requirements including EU
Implemen ESG Eligibility Committee Sustainable Finance
tation » Reviews companies on Muzinich’s ESG “conduct Disclosure Regulations, EU
watchlist” and determines investment eligibility Taxonomy, and rest-of-
*  Watchlist comprises companies which breach world requirements
international norms or standards on human rights, labour | |+ Advised by external legal
rights, impacts on the environment, fraud and corruption counsel
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Muzinich Board Members

The following Muzinich staff sit on Muzinich’s ESG

Advisory Group! and are also members of the Boards

of Directors of Muzinich entities:

e Chief Administrative Officer & Director,
Compliance *

e Chief Operating Officer - UK, EMEA & APAC t £

e Co-Head of Public Markets *

e Global Co Chief Compliance Officer

* Muzinich & Co., Inc. board
T Muzinich & Co. Limited board
¥ Muzinich & Co. (Ireland) Limited board

ESG Integration Group

Muzinich’s ESG Integration Group:

e comprises staff whose roles are dedicated partially
or fully to ESG;

e is responsible for the day-to-day implementation
of the Firm’s ESG policies;

e also participates in the ESG Advisory Group; and

e s chaired by the Director of Responsible Investing.

ESG Advisory Group

Muzinich’s ESG Advisory Group:

e meets periodically to discuss, develop and
implement our ESG policies and procedures; and

e is responsible for advising on the Firm’s ESG
policies and supporting implementation and
dissemination of those policies to their respective
teams; and

e has a terms of reference which requires members
to represent key functions within the Firm
including, but not limited to research; public and
private markets investment; risk; compliance;
operations; client servicing; product development
and relevant operational functions.

ESG Eligibility Committee

The ESG Eligibility Committee:

e comprises staff from a range of functions where
investment team professionals must remain a
minimum to ensure relative independence in
decision making

1 As of the date of publication.

e is responsible for determining eligibility of certain
debt issuers which may carry outsized reputational
and/or financial risks due to their involvement in
controversial practices or industries such as severe
human rights abuses, environmental harm, or
business integrity failures; and

e issue determinations that are binding for the
Investment Team.

Staff ESG Training and Incentives

Muzinich seeks to ensure that our staff are adequately
informed and educated on ESG matters that are
relevant to their roles. To this end we have established
an ESG training program to ensure appropriate and
comprehensive training for our staff. To ensure they
are familiar with the key concepts of responsible
investment, we provide ad hoc ESG training led by our
Director of Responsible Investing or external
specialists, including staff from our external ESG data
providers. We also aim to ensure that all new joiners
are familiarized with our ESG policies and procedures
where relevant to their role and have run basic
mandatory online ESG training for the majority of our
staff. Furthermore, various Muzinich staff members
have taken and passed more formal self-taught, or
university led ESG courses and certifications.

For Muzinich’s investment professionals, the variable
part of their remuneration is evaluated based on the
overall performance of Muzinich’s portfolios (including
portfolios with specific ESG characteristics or
objectives). As of Q1 2021, the responsibilities,
evaluation and compensation of public debt research
analysts includes a formal responsible investment
component which is segregated from other
responsibilities or compensation metrics. We would
also note that Muzinich includes learning goals for
responsible investing in the personal development
plans for various team members. Further details are
available in the “Integration of Sustainability Risk into
Remuneration (Article 5 SFDR)”.
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https://www.muzinich.com/marketing/sfdr
https://www.muzinich.com/marketing/sfdr

Risk warnings: Exclusion Risk: ESG screening can limit the investment opportunities available to a portfolio,
such as the exclusion of certain investments for non-financial reasons. As such, a portfolio may
underperform other similar portfolios that do not apply ESG screening. ESG Risk: Consideration of
Sustainability Risks in the investment process can result in the exclusion of certain investments in a portfolio.
Therefore, results may differ, and a portfolio that considers sustainability risks might underperform other
similar portfolios that do not consider such risks.

Muzinich & Co.", “Muzinich” and/or the "Firm" referenced herein is defined as Muzinich & Co. Inc. and its
affiliates. This material has been produced for information purposes only and as such the views contained
herein are not to be taken as investment advice. Opinions are as of date of publication and are subject to
change without reference or notification to you. Past performance is not a reliable indicator of current or
future results and should not be the sole factor of consideration when selecting a product or strategy. The
value of investments and the income from them may fall as well as rise and is not guaranteed and investors
may not get back the full amount invested. Rates of exchange may cause the value of investments to rise or
fall. Emerging Markets may be more risky than more developed markets for a variety of reasons, including
but not limited to, increased political, social and economic instability; heightened pricing volatility and
reduced market liquidity.

Any research in this document has been obtained and may have been acted on by Muzinich for its own
purpose. The results of such research are being made available for information purposes and no assurances
are made as to their accuracy. Opinions and statements of financial market trends that are based on market
conditions constitute our judgment and this judgment may prove to be wrong. The views and opinions
expressed should not be construed as an offer to buy or sell or invitation to engage in any investment activity,
they are for information purposes only.

SFDR - Refers to Regulation (EU) 2019/2088 or the Sustainable Finance Disclosures Regulation (SFDR) a piece
of European financial sector regulation which sets out obligations for financial market participants to disclose
specific details on their approach to sustainability risks in their investment process and other details on the
provenance of ESG claims that are used to market their financial products. Further details on Muzinich’s
SFDR disclosures are available in relevant product documentation such as fund prospectuses and
supplements on our website www.muzinich.com.

United States: This material is for Institutional Investor use only — not for retail distribution. Muzinich & Co.,
Inc. is a registered investment adviser with the Securities and Exchange Commission (SEC). Muzinich & Co.,
Inc.’s being a Registered Investment Adviser with the SEC in no way shall imply a certain level of skill or
training or any authorization or approval by the SEC.

Issued in the European Union by Muzinich & Co. (Ireland) Limited, which is authorized and regulated by the
Central Bank of Ireland. Registered in Ireland, Company Registration No. 307511. Registered address: 32
Molesworth Street, Dublin 2, D02 Y512, Ireland. Issued in Switzerland by Muzinich & Co. (Switzerland) AG.
Registered in Switzerland No. CHE-389.422.108. Registered address: Todistrasse 5, 8002 Zurich, Switzerland.
Issued in Singapore and Hong Kong by Muzinich & Co. (Singapore) Pte. Limited, which is licensed and
regulated by the Monetary Authority of Singapore. Registered in Singapore No. 201624477K. Registered
address: 6 Battery Road, #26-05, Singapore, 049909. Issued in all other jurisdictions (excluding the U.S.) by
Muzinich & Co. Limited. which is authorized and regulated by the Financial Conduct Authority. Registered in
England and Wales No. 3852444, Registered address: 8 Hanover Street, London W1S 1YQ, United Kingdom.
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