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Disclosure of Sustainability related risks

Principal Asset Management Company (Asia) Limited (“PAM”) has a purpose: we
have learned that people live their best lives when they feel secure. Everything
we do is built around this understanding. We strive to meet people where they
are on their financial journey, understanding their progress, possibilities and
hurdles - then offering choices for a clear path forward. We are committed to
helping people and businesses be better prepared and equipped to weather the
surprises that come their way. We remain dedicated to our commitments to
corporate sustainability and the social, environmental, and economic impacts
we have on our stakeholders. PAM has delegated part of the investment
management function, including fund-level risk management to Principal Global
Investors, LLC and its affiliates. PAM leverages the group resources in helping to

manage investment risks, including sustainability related risks.
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Nominating and Governance Committee of the Principal Financial Group Board

The Nominating and Governance Committee of the Principal Financial Group
Board of Directors oversees our corporate environmental and sustainability
commitment. The Committee monitors risks and mitigation related to our

environmental, sustainability, and corporate governance (ESG) responsibilities.
Principal Financial Group Sustainability Task Force

Principal Financial Group has established a Sustainability Task Force which is
made up of members appointed by President, and CEO Deanna Strable. The
members are leaders across the organization and report quarterly to the
Principal Board of Directors. The role of the Sustainability Task Forceis to ensure
that material issues are integrated into and help guide our business decisions,
drive our comprehensive ESG strategy, and continually engage with
stakeholders. This keeps the corporation aligned with internal goals and third-
party standards, including those of the U.N. Global Compact, which Principal
joined at the participant level in January 2021, as well as other business groups

such as the Business Roundtable and the CEO Action for Diversity and inclusion.
Principal Asset Management Sustainable Investing Oversight Committee

The Sustainable Investing Oversight Committee classifies, reviews, approves,
and assures implementation of products and strategies Principal Asset
Management actively markets in accordance with appropriate sustainable
investing definitions. It also reviews alignment of classified products and
capabilities on a periodic basis to assure alignment remains appropriate.
Additionally, the Committee reviews global policy accord recommendations and
regulatory/industry policy submissions and identifies critical risks affecting

sustainability support within the firm. The Committee meets at least quarterly.



Principal Asset Management Sustainable Investment Council

The objective of the Sustainable Investment Council is to be the connective hub
of sustainable investing information in the firm; establish consistency across
investment teams; share best practices and provide support to all investment
teams; assist investment teams in formulating strategy and reporting; sharpen
our sustainable investing stories at the firm and strategy level; and serve as the
liaison between Principal Asset Management and the broader Principal

organization. The Council meets quarterly.

Local committees

The PAM Management Committee (“PMMC”) and the Hong Kong Executive
Investment Committee (“HKEIC”), as delegated by the Board of Directors of
PAM, are responsible for overseeing the incorporation of sustainability related
considerations into the investment and risk management processes. The PMMC
monitors the status and progress of efforts to manage sustainability risk and
provide oversight to the sustainability risk framework. Meanwhile the HKEIC
reviews and approves the risk management policy and provides oversight of our

portfolios’ sustainability risks. The committees hold meetings at least quarterly.

Investment and Risk Management

Principal Fixed Income

In fixed income, ESG integration within the investment process is utilized for the
purposes of risk management and/or alpha generation. The research teams are
organized by areas of industry sector specialization, and the analysts are
responsible for providing essential insights into industry trends and company-
specific considerations, which may include certain ESG issues deemed material
and relevant to the evaluation of sustainable earnings trends, sentiment, and

valuation. For portfolios with specific ESG objectives or targets, Principal Fixed



Income’s main means of ESG integration is a proprietary score, though our
investment process more broadly allows for other forms of consideration within
our fundamental analysis in order to facilitate the most appropriate medium to

capture the sustainability risks associated with an issuer or security.

Principal Fixed Income integrates a sustainable investing perspective in all levels

of the investment process.

e Utilization of ESG considerations to feed into our fundamental
analysis framework - ESG is factored into our fundamental

assessment and is an integral component of our fundamental view.

e Implementation - a flexible investment process allows for multiple
sustainable investing construction options, including screening, full

ESG integration, impact investing, and thematic investing.

e For ESGimpact and/or portfolios that target an ESG or sustainability-
related outcome, our analysts will assign specific ESG scores for
issuers - this score, a numeric based system ranging from 1-poor to
10-excellent, indicates that analyst’s overall assessment of the
company’s ESG standing. Analysts raise any concerns about ESG
issues, and other fundamental concerns, during meetings with
corporate management teams. The response feeds into the
assessment of the company’s outlook and potential fit for the
portfolio if it falls under the scoring framework and appropriate for

the portfolio.

Principal Equities

For listed equities, the consideration of ESG factors currently takes place within
our investment process as part of the fundamental research driving security
selection. The analysts are best placed to determine the importance of such

factors in relation to a specific security or sector. The analysts provide essential



insights into industry and company-specific considerations integrating any

material ESG factors into their final investment thesis.

To supplement independent assessments, the investment teams may integrate
third party ESG analytics where data coverage is available. This equips the
analysts and portfolio managers with company-specific ESG scores, notification
of potential controversies, and other notable ESG risk considerations. Third
party ESG analysis are available on a central research dashboard and can then

be linked to full ESG tear sheets from the third-party data providers.



Engagement policy

Principal Asset Management, a trade name for Principal Global Investors, LLC,,
has been a signatory to Principles for Responsible Investment (“PRI”) since 2010,
highlighting the firm’s dedication to Environmental, Social and Governance
(ESG) issues. The PRI works to achieve a sustainable global financial system by
encouraging the adoption of six principles and collaboration on their
implementation; by fostering good governance, integrity and accountability;
and by addressing obstacles to a sustainable financial system within market
practices, structures and regulation. Over the years, the team’s processes have
grown to include engagement with companies on sustainability factors and
believe that direct communication between investors and companies on this
topic may be an important element of the portfolio management services
provided to clients. Engagement of this kind may lead to decision making that
favor actions intended to maximize a company's shareholder value and
contribute to overall research in developing a holistic fundamental view of the
company. Sustainability engagements topics are determined by each

investment team but may include:

e Encourage companies to manage risks related to ESG factors and
react swiftly to achieve a competitive advantage relative to peers
regarding remuneration, boards/directors, audit issues, regulations,

litigations, another market factors that could impact a company.

e Encourage companies to disclose through public reporting relevant
ESG metrics and how it may fit into the company’s overall business
activities considering such importance will vary significantly

depending upon industry and geography.

e Seek out ESG research that will further the overall knowledge on a

company.



e Keep records or notes on relevant engagement activities.
Review Frequency

PAM will review and/or update this disclosure at least annually and when
considered appropriate. PAM will also inform investors of any material changes

as soon as practicable.



