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CRITICAL CONDITIONS -
HEALTHCARE ACCESS
AFTER COVID

You'd imagine that we would have got used to the relentless 24-hour news cycle. But the pace
and import of developments in 2022 has felt particularly unremitting. The war in Ukraine and the
terrifying prospect of a nuclear exchange has dominated headlines all year. But extreme weather,
and in the UK at least, unremitting political drama, have kept other significant, but less dramatic,
developments out of the headlines.

One of these developments has been the challenge of accessing healthcare. In the UK nearly 7m
people — one in eight of the population —is now waiting for NHS treatment. This news attracted
headlines when it was announced in early September but was then rapidly overtaken by
coverage of the death of the Queen and then latterly the antics of the new Conservative
government.

Figure 1: NHS waiting times for consultant-led elective carel!
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Waiting less than 18 weeks

While wait times are typically less than 18 weeks for elective procedures (see figure 1), there are
now nearly 400,000 patients who have been waiting over one year for treatment. Before the
pandemic, the number of patients waiting for more than a year for treatment was ‘just’ 1,032
individuals.

Hospital beds and secondary care

While there has been a long-term trend in increasing wait times, it is clear from NHS data that
there was a notable inflection during the COVID pandemic. This has also been evident in data

! NHS waiting lists: https://ifs.org.uk/collections/nhs-waiting-lists
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from the US where 60% of hospitals still have some level of backlog to work through because of
COVID-related constraints.2 However, in contrast to the UK, in the US over 90% of hospitals
surveyed indicated that capacity constraints or disruptions from COVID cases were now either

non-existent or relatively modest in nature and the remaining backlog is expected to be cleared
quite quickly.3

Across the European Union, the picture is more mixed. Germany has a high capacity of hospital
beds with nearly 8 beds per 1,000 inhabitants and has largely worked through its backlog of

hospital procedures. The EU average is just over 4 beds per 1,000 inhabitants while the UK
languishes on just 2.4 beds per 1,000.4

This low ratio of beds to inhabitants is seen as a key issue in addressing the backlog of

secondary care procedures including both elective procedures and critical care that involves a
hospital stay.

Primary care provision

While we have seen growing waiting lists for secondary care, primary care through GP practices
is also under-pressure. When waiting to speak to the receptionist at my local GP surgery, you are
informed while on hold that the surgery is under-staffed and actively recruiting. This predicament

is a chronic one affecting the whole of the country. GP numbers have been in long-term decline
with no signs of this abating.

Figure 2: Numbers of qualified GPs in England?®
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The UK is not alone is suffering chronic shortages of medical staff. The US is in a similar
predicament. In March of this year, the American Hospital Association wrote to the House Energy
and Commerce Committee calling the workforce shortage hospitals were experiencing a ‘national
emergency’ and projecting that the overall shortage of nurses would reach 1.1 million by the end

2 ‘Hospital Survey: Backlog’s healthy, electives firm up, staffing still a concern’, Jefferies Equity Resarch, April 2020
Ibid

“ https://www.bma.org.uk/advice-and-support/nhs-delivery-and-workforce/pressures/nhs-hospital-beds-data-analysis
® https://digital.nhs.uk/data-and-information/publications/statistical/general-and-personal-medical -services
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of 2022.6 Like the UK, the US is also suffering from burn-out with large numbers of medical
professionals thinking of leaving the field to pursue careers elsewhere. A February 2022 survey
conducted by USA Today and Ipsos of more than 1,100 health care workers found nearly a
quarter of respondents said they were likely to leave the field in the near future due to the
pandemic.”

How WHEB investments help

The solutions to the healthcare backlog inthese countries are of course complex and contested.
More funding would clearly help, but there are also technological innovations that can help to
reduce the pressures on healthcare systems.

Quicker and more accurate diagnostics

One area in which the WHEB strategy is heavily invested is in better diagnostics. This includes
the deployment of diagnostic tools that can be used at point of care including both hospitals and
potentially GP surgeries. Danaher’s Cepheid business for example provides point of care testing
forinfluenza.® bioMérieux has diagnostic tools for rapid (<4hrs) point of care testing for sepsis
and meningitis — both conditions that require extremely urgent treatment.® More accurate and
quicker diagnosis reduces wait times for treatment and the length of hospital stays. In turn this
helps reduce pressure on healthcare systems.

Therapies and medical devices

Another significant area targeted by the strategy is therapies and medica devices for treating ill-
health. Some of these are more focused on innovative new therapies that deliver better health
outcomes than they are on saving money, but others are clearly aimed at reducing the burden on
the healthcare network. CSL’s Seqirus business for example is focused on developing flu
vaccines — preventative care that keeps people healthy and out of hospital.1? Fisher & Paykel
have a homecare business that is focused on developing devices that patients can use at home
to manage obstructive sleep apnea.1!

Adding capacity to healthcare services

The chronic shortage in healthcare staff is also an issue that the WHEB strategy has some role in
addressing. Our single investment in our Education theme is in a US business called Grand
Canyon Education. This company has a subsidiary, Orbis Education that helps expand the
healthcare workforce.12 They do this by helping fund capital expansion projects by colleges and
universities offering healthcare education, enabling online healthcare courses and connecting
colleges with healthcare organisations to support placements and other on-the-job training.

Increasing the supply of trained healthcare professionals is unlikely however to meet all the
projected increase in demand for healthcare services over the medium term. New more efficient
ways of delivering healthcare will also have to play a part. The role of the private sectoris
particularly sensitive in this regard, especially in the UK. As a managed care organisation,

® https://ww.aha.org/lettercomment/2022-03-01-aha-provides-information-congress-re-challenges-facing-americas-
health

" https://ww.ipsos.com/en-us/news-polls/usa-today-ipsos-healthcare-workers-covid19-poll-022222
8 https://www.cepheid.com/en/about

® https://www.biofiredx.com/

0 hitps://www.segirus.com/

" https://www.fphcare.com/us/

12 https://orbiseducation.com/
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Centene has been particularly focused on maximising the efficiency of healthcare service
provision inthe US. The company has for example supported the development of value-based
healthcare as part of the Affordable Care Act. In the UK the company has sought to increase the
role played by physician associates in primary healthcare as a way of maximising access while
controlling costs. As we have reported previously, this has proven controversial. Nonetheless,
healthcare delivery will clearly have to evolve if waiting lists and staff shortages are not to
overwhelm it.
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UNPACKING THE
IMPACT OF OUR
SOFTWARE
HOLDINGS

What is there not to like about software companies? They tend to operate at high margins,
benefit from astonishing operational leverage and run a negative working capital position, since
customers tend to pay upfront. But are they impactful and do they solve sustainability problems?

When we see a software company like Microsoft in an impact fund we tend to roll our eyes and
ask ourselves precisely that question. So, it is not unreasonable to probe our own software
holdings for theirimpact.

Our strategies have a healthy exposure to software companies focussed on the field of simulation
and computer-aided-design with ANSYS, Autodesk and Dassault Systemes (and to some
degree Hexagon). These companies develop software which is used to design new products, as
well as buildings and infrastructure and simulate their behaviour in real life before they are
actually built.

Generative design reduces material use by 75% for this structural building component?3

13 https://formlabs.com/eu/blog/generative-design/
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We consider these companies as highly impactful in the battle to reduce resource waste and
greenhouse (GHG) emissions. Among others, their software tools allow customers across a wide
range of industries to:

a) design products that are inherently more resource and energy efficient,
b) speed up product development times,

¢) reduce waste during product design, and

d) run more effective maintenance of products in use.

Let’s put some meat on the bone and provide examples which show-case their positive impact.

Designing more efficient products more quickly

ANSYS has a strong exposure to the automobile industry and especially to the transition to low
carbon and autonomous driving. Their simulation solutions are used by >90% of the world’s
leading automobile suppliers. In the electric vehicle (EV) development, their market-leading,
multiphysics simulation solutions are used to optimise four critical technology areas of the car: 1)
Electric Motors (e.g., efficiency, thermal management), 2) Battery & Battery Management
Systems (optimisation of all aspects from electrochemistry of the battery cell to safety of the
whole system), 3) Power Electronics (increase of power density and lifetime, lowering losses and
thermal derating), and 4) Electric Powertrain System integration. The overall result from using
simulation software is a 50% reduction in overall development time (and therefore availability of a
more environmentally friendly product much more quickly) and a 12% improvement in power
density and energy efficiency which translates straight to CO2 reductions.4

Reducing waste during and in the product design

Designing a new product can consume a vast amount of time and resources with building many
prototypes and testing them out over and over to finally settle on a design deemed “best”. There
exists an alternative to this. Autodesk used “generative design”in combination with additive
manufacturing to completely redesign a traditional car seat bracket for General Motors. This was
to be used in its EVs where weight is a key factor to maximise the battery range. Generative
designis a combination of engineer input and computer modelling using artificial intelligence.
While the engineer sets design goals and constraints (e.g., materials, manufacturing method,
budget), the computer runs through tens of thousands of permutations to find the optimal design.
The result for the car seat bracket was impressive: 40% lighter (i.e., 40% material savings) but
20% stronger than the old design.15

Optimising product maintenance and performance with “digital twins”

A digital twin is a virtual representation of a physical asset in operation such as a wind turbine.
Sensors onthe wind turbine transmit back data to the digital twin to provide real-life information
of the state of the turbine. Engineers or a simulation program can then modify parameters on the
digital twin to explore the effects and find the optimal setting for running the real turbine. In
addition, predictive analytics on the twin is used to understand when certain parts are worn out
and need replacement. This avoids unscheduled shutdowns, reduces costs and increases
output.

4 ANSYS — Handprint-Use-Case-Electric-Vehicles. htps://investors.ansys.com/esg/Ansys-Handprint-Use-Case-
EV/default.aspx
15 https://www.autodesk.com/customer-stories/general-motors-generative-design
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Together with Accenture, Dassault Systemes calculated the potential savings from the use of
digital twins in various industries and the benefits were found to be staggering. The report
estimates a combined additional benefit of US$1.3trn in economic value and 7.5Gt CO2 emission
reductions between 2021 and 2030 if it was implemented broadly.16

We hope these examples show how a certain class of software companies can indeed contribute
significantly to reducing GHG emissions across many industries. And even though this article has
been written with Microsoft tools, we simply cannot say the same for that company.

16 https://www.accenture.com/gb-en/insights/industry-x/virtual-twins-sustainability
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ENGAGEMENT
ACTIVITY

Centene: Decision making in healthcare provision

In our previous two quarterly reports, we have written about the conversations we have been
having with the managed care company, Centene. Centene enables access to healthcare for
poor communities in the US by providing healthcare coverage primarily through Government-
sponsored programmes such as Medicaid and Medicare. The engagements with the company
have centred on a series of controversies in the US arm of the business, 1’ but the UK subsidiary
Operose has also been criticized for its approach to the consolidation of GP surgeries in the
UK.18 Throughout these discussions, our objective has been to understand the underlying issues,
clarify what the company has learned and how decision making in the company has changed
following these events.

As noted last quarter, it was clear that in the US, Centene has introduced substantial changes to
the way that decisions are made around foster care provision in the state of Texas, including the
introduction of an appeals process and a means for caregivers to raise red flags more easily.

In the past few weeks, we’ve also seen Centene create and fill a new position of Chief Ethics and
Compliance Officer. The new appointee will have responsibility for leading ethics and compliance
initiatives across the company. We see this appointment as a step in the right direction although

have yet to hear back from the company concerning the remit and seniority of the new appointee.

Separately, the company also held a special company meeting in late September to consider a
series of corporate governance changes at the business. These changes are broadly positive
and we voted to support them.

While these changes do represent progress, we still have significant concerns at the business
bothin terms of the governance and quality of care as well as in the company’s underlying
positive impact. Forexample, over the past year we have seen growing emphasis in the
business on restructuring and particularly on expanding their presence in the Medicare
Advantage market which we consider offers a much lower opportunity forimpact than the
company’s core Medicaid market. There have also been quality concerns with the company
receiving relatively poor-quality ratings from the Center of Medicare and Medicaid Services
(CMS) forits Medicare products. Together these concerns mean that the company remains
under review as a holding in the portfolio.

Human Capital: Gender Diversity & Reproductive rights

The benefits of, and subsequent needs for, a healthy and diverse workforce are well known. It is
WHEB'’s view, therefore, that investee companies should look after their employees and support

" Reportedin our Q1 Review https://www.whebgroup.com/assetsfiles/uploads/wheb-quarterly-review-g1-2022-wsf-final-

v2.pdf

¥ Reported in our Q2 Review https:/Aww.whebgroup.com/assetsfiles/uploads/wheb-wsf-quarterly-review-g2-2022.pdf
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diversity. This is evidenced by our long history of engaging with companies on internal social
issues, such as diversity and inclusion, employee safety and labour rights, all of which are well-
established as valid aspects of the ‘ESG’ agenda.

However, in light of the recent Roe v Wade ruling form the US Supreme Court, we felt that we
needed to consider how best to approach key public social issues, especially where they are
contentious and have become politicised. We therefore brought this question to our independent
Advisory Committee in our July meeting.1?

The committee’s discussion highlighted some important considerations for analysts to bearin
mind when engaging with companies. In sensitive areas like reproductive rights, for example, we
should encourage businesses to be sensitive to differing views within the employee base whilst
encouraging companies to adopt practices that clearly support the well-being of all employees.
We agreed with Advisory Committee members that WHEB would initially undertake an
information gathering exercise to understand what corporate best practice is in supporting the
well-being of employees in sensitive areas like reproductive rights. Following the committee
meeting, two opportunities arose to discuss reproductive rights with investee companies, Vestas
and Xylem.

Our policy is to write to companies explaining the voting positions that we have taken at the
company AGM. It is quite common for these letters to lead to further dialogue with company
management, as was the case with Xylem in mid-August. Amongst arange of topics (listed in the
table on p. 28), this meeting presented us with the opportunity to discuss the company’s
approach to gender diversity and reproductive rights. Here, Associate Fund Manager Victoria
MacLean enquired about whether there had been a discussion internally about how the recent
overturning of Roe v Wade impacted Xylem’s workforce and whether there had been any
subsequent changes to benefits.

We were pleased to hear that the company had put measures in place to support employees in
the US whose choices about whether or not to have a child may have been influenced by Roe v
Wade, especially where the pregnancy wasn’t planned, and that these were being readvertised to
staff on annual basis. These measures include access to increased travel and accommodation
allowances to support out-of-state care, increased short-term disability salary cover from 75% to
100% (providing additional support to those needing down time to recover after an abortion) and
increased parental leave from four to eight weeks. In addition to this the company provides
access to support for other aspects of reproductive health such as fertility treatment and gender
transition treatments.

Similarly, a letter written to Vestas following our voting at the company AGM sparked a
conversation with the company’s Investor Relations team. Senior Analyst Claire Jervis shared
examples of company action on employee care in response to Roe v Wade.2° Though many of
these companies are American, we feel that it is relevant for all companies with American
employees to consider employee care, especially in light of diversity targets.

Vestas clarified that medical plans in the US covered abortion and that travel coverage had been
expanded to cover out-of-state abortion costs for employees and covered dependents. As with

9 https:/www.whebgroup.com/assets/files/uploads/202207 -summary-minutes-final. pdf
2 https:/www.cnbc.com/2022/06/24/roe-v-wade-abortion-decision-companies-forced-to-weigh-in-on-privacy-health-
care.html
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Xylem, Vestas has a comprehensive approach to critical ESG issues, and we are pleased to see
that company management is supporting a healthy and diverse workforce.

We will continue to raise these issues as part of our engagements with companies that have
operations in the US.

Collaborative investor letter to chemical manufacturers (Dec 2021-Sept
2022)

In December 2021, WHEB was one of anumber of investors representing $41 trillionin assets
that called for chemical manufacturers to phase out hazardous chemicals, particularly persistent
and PIC substances.?! In September 2022, Seb Beloe was part of a sub-group of investors to
give further feedback on a new letter calling for further action from companies, including:

e Increasing transparency through disclosure of which hazardous chemicals are being
manufactured.

e Atimebound plan forthe phase out of persistent chemicals, such as PFAS, especially in
light of the increased regulatory risk facing these chemicals in the EU and US.

e To further improve dialogue with the NGO ChemSec.

This letter was sent to over 50 companies in September and given the success of the previous
years’ engagement, we hope to see companies engaging with ChemSec to act on the above. We
have reported in previous quarters on the specific engagement that we have led with Ecolab and
Linde following the previous investor letter that we sent out at the end of December 2021.

Public policy engagement
Investor groups call on new UK government to uphold net zero ambition.

Following her recent election as the UK’s Prime Minister by Conservative Party Members, the
CEOs of the PRI, lIIGCC and UKSIF wrote to Liz Truss urging the new government to uphold
existing net zero carbon ambitions. As active members of all three of these investor groups, we
supported this letter which highlighted the importance of investing in a net-zero energy system to
deliver energy security and affordability in the long-term. In addition, it called on the Government
to “set out a clear delivery plan for the transition of the real economy and financial services, with
credible sectoral roadmaps underpinned by the near-term policies, actions and milestones
needed to shift financial flows towards net zero.”

WHEB becomes a signatory to the 2022 Global Investor Statement to Governments on the
Climate Crisis.

In the run up to COP 27 in Egypt this November, WHEB has supported a statement coordinated
by a number of leading industry associations.?? This statement asks for governments globally to

2L PIC chemicals’ re chemicals that are subject to the requirements ofthe Priori Informed Consent Regime concerning
theimportand export of certain hazardous chemicals. https://www.hse.gov.uk/pic/pic-regulations.htm
?2 AIGCC, CDP, Ceres, IGCC, lIGCC, PRI and UNEPFI
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enact ambitious policies to leverage private capital required to effectively address the climate
crisis in line with limiting global temperature rise to 1.5°C.

The statement also includes new areas of focus compared to other years, including tackling
methane pollution, climate adaptation and resilience and scaling climate finance for developing
countries. The full list of recommendations can be found in the statement.?3

2 https://theinvestoragenda.org/wp-content/uploads/2022/08/2022-Global-Investor-Statement-. pdf
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PERFORMANCE
COMMENTARY

Markets remained volatile in the third quarter. After a strong rally in July, stocks sold off sharply
again in August and September.

The volatility was caused by significant economic uncertainty, as investors considered whether
rampant global inflation can be tamed without a meaningful recession. Central Banks continued
to signal their commitment to tighter monetary policy, with large interest rate hikes by the US
Federal Reserve, European Central Bank and the Bank of England in the quarter. An abortive
attempt at fiscal stimulus in the UK created further volatility in markets.

Meanwhile the ongoing war in Ukraine continued to raise concerns over energy insecurity in
Europe, adding to the market unease. There was some positive news for sustainability sectors
with the signing into law of the Inflation Reduction Act (IRA”) in the USA.

Our strategy’s benchmark, the MSCI World Index returned 0.3% (in AUD) over the quarter. The
strategy slightly underperformed the benchmark in that time returning -0.4%. With large caps
continuing to lead the market we are still seeing pressure across the strategy due to our mid -cap
and growth bias. Our Water Management and Cleaner Energy themes were the biggest positive
contributors, while the Wellbeing, and Resource Efficiency themes were laggards.

In the Water Management theme, Advanced Drainage Systems was a standout performer.
Another period of extreme weather culminated in Hurricane lan, a “Category Four” hurricane
which battered Florida at the end of September. ADS’s products help to counter storm and flood
conditions in the southern USA so the need forits products has never been greater. This helps
the company to demonstrate exceptionally strong pricing power in a difficult cost environment.
These factors enabled ADS to raise their guidance for this financial year.

Solar module maker First Solar was the strongest performer in the Cleaner Energy theme. The
stock benefited from news that Senator Joe Manchin of West Virginia, in a surprise reversal,
announced his support for the IRA, and helped the bill to pass. The package includes hundreds
of billions of dollars for climate and energy programs. The new confidence in solar in the USA
was reflected when First Solar reported its results, which showed a strong backlog, further
boosting the stock.

Within the Resource Efficiency theme, Kion was the worst detractor. It is a leading German
manufacturer of materials handling and automation equipment, helping its customers to reduce
their energy and material footprint. Kion issued a profit warning this month, as a slowdown in
ecommerce-related demand coincided with rising input costs. We continue to review Kion’s
prospects for capturing growth in warehouse automation.

Our Wellbeing theme also struggled this quarter due to HelloFresh and Sonova. HelloFresh is a
meal-kit company and its stock has been weak throughout the year as fears over consumer
finances have mounted. It saw further underperformance in July when it lowered its full year
guidance. The company signaled that customer acquisition costs were increasing, and more
customers skipped deliveries because of the number of holidays during the period. In addition,
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the number of active subscribers fell. These metrics are likely indicative of short-term cyclical
headwinds, but we will monitor them closely for any signs of more structural changes.

Sonovais a leading global provider of hearing devices. The company cut its full-year guidance
during August. The main drivers were slower than expected volume growth in America, as well as
higher component and freight costs. Despite this, we remain confident in the long-term demand
for hearing aids, and in Sonova’s ability to maintain its market-leading position.

Looking forward, we expect heightened uncertainty through the rest of this year. We are
particularly concerned about a worsening energy crisis, following news that Russia will cut off gas
to Germany indefinitely. As we head towards the colder months, we expect the cost of living crisis
to get tougher. We do not try to forecast the path of inflation but we can certainly see the case for
further volatility and policy-missteps.

In this context, we expect markets to remain highly volatile during the coming months.
Nonetheless, we believe the outlook for sustainability is stronger than ever. Cleaner Energy has
never been more crucial, and we are hopeful that recent policy developments will bear fruit. We
will continue to be led by the long-term opportunities for positive sustainable impact to guide us
through these near-term uncertainties.

PENGANA.COM 15



of

PENGANA

CAPITAL GROUP

PORTFOLIO
ACTIVITY

We initiated one new position and exited one existing position. Both were in the UK market.

Recent purchases

We initiated a new positionin Croda in our Environmental Services theme. Croda is a speciality
chemicals company operating in personal care, crop care, health care and industrial end
markets. Its raw materials are primarily bio-based and the use of many of its products contribute
to sustainability goals.

Sustainability is a core part of Croda’s R&D process. Any new product development at the
company has to take into account how a product will contribute to its commitments to be net
positive for climate, land and people. The company has also explicitly linked its business model
and strategy to its sustainability goals. Its focus on innovation in niche areas has also enabled it
to deliver strong returns on investment.

Recent sales

We sold our position in Intertek in our Safety theme. Intertek is a global leader in assurance,
testing, inspection and certification services. With the increasing complexity of product design
and supply chain, the company is well placed to capture the increasing d emand for quality
assurance. While we continue to believe Intertek should have a high-quality business model,
since the pandemic it has struggled to deliver consistent growth. It has also been slower than
peers to capture the full potential of the sustainability assurance market.

We exited our positionin AO Smith in our Resource Efficiency theme. AO Smith is one of the
world’s leading manufacturers of energy efficient water heating equipment and water treatment
solutions. The company primarily sells residential products, which we see as having a relatively
low impact compared to products in the commercial market where there is a stronger tie between
energy efficiency and customer demand. We also lowered our conviction in the company due to
the weaker growth prospect in the residential market following the previous strong cycle and the
rising risk from its Chinese exposure.
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INVESTMENT
PERFORMANCE

Cumulative Investment Returns

Net performancefor periods ending 30 September 2022

Since
3 mth lyr 3yrsp.a. 5yrsp.a. inception p.a.
Fund -0.4% -23.1% 2.4% 5.3%
Strategy (partial simulation)* 5.1%
MSCI World?® 0.3% -9.7% 6.2% 9.6% 6.2%

Performance Since Strategy Inception
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. Fund and Strategy . MSCI World Actual Fund Performance

24 From August 2017, performance figures are those of the Pengana WHEB Sustainable Impact Fund'’s class A units (net
offees and including reinvestment of distributions). The strategy’s AUD performance between January 2006 and July
2017 has been simulated by Pengana fromthe monthly net GBP returns of the Henderson Industries of the Future Fund
(from 1 January 2006 to 31 December 2011) and the FP WHEB Sustainability Fund (from 30 April 2012 to 31 July 2017).
This was done by: 1) converting the GBP denominated net returns to AUD using FactSet’'s month-end FXrates (London
4PM); 2) adding back the relevant fund’s monthly ongoing chargefigure; then 3) deducting the Pengana WHEB
Sustainable Impact Fund’s management fee of 1.35% p.a. The WHEB Listed Equity strategy did not operate between 1
January 2012 and 29 April 2012 —during this period returns are zeroed. The Henderson Industries of the Future Fund’s
and the FP WHEB Sustainability Fund’s GBP nettrackrecord data is historical. Past performance is not areliable
indicator of future performance. The value of the investment can go up or down.

%5 MSCI World Total Return Index (net, AUD unhedged).
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Performance Attribution — Last 3 Months?26

Attribution by Sustainability Theme?’

Cash

Cleaner Energy
Education
Environmental Services
Health

Resource Efficiency
Safety

Sustainable Transport
—

Water Management

Wellbeing

Thematic Selection Effect

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Attribution by Sector

Cash

Communication Services
Consumer Discretionary
Consumer Staples
Energy

Financials

Health Care

Industrials

Information Technology
Materials

Real Estate

Utilities

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

% performance attribution is calculated with reference to the MSCI World Index
" The “Thematic Selection Effect’is calculated as the attribution from not having any holding in stocks which are
constituents ofthe MSCI World Indexbut are notin WHEB’s investable universe.
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Attribution by Geography

Cash

Africa/Middle East

Asia Pacific ex Japan
Emerging Markets I

.
South & Central America

UK

-2.5% -2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0%

Contribution by Stock (Top and Bottom 5)

Advanced Drainage Systems _
Autodesk -
Trane Technologies -
Globus Medical -
Koninklijke DSM
Steris
Sonova

Kion Group

-1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5%
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PORTFOLIO
ANALYSIS AND
POSITIONING®®

Sustainability Theme Exposure

e@d°§)"\‘\9
@

Using IT to
improve efficiency

8 As 0f 30 September 2022.
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Theme Overlap

WHEB
:VECl World Thematic
naex Universe

(~1513 stocks)

(~476 stocks)

Overlap: ~251 stocks;

16.6% (as at 30th September 2022) of
MSCI World Index (market-cap
weighted)

Market Cap Exposure?®

Cash

2-10bn USD

10-20bn USD

20-100bn USD

>100bn USD

0% 10%

29 Average of daily exposures overthe quarter.
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The thematic focus of the WHEB strategy means
that our investable universe overlaps with the
benchmark by around 15%. This leads to
significant structural biases in the fund’s
exposure, which may make comparison to the
benchmark complex. These style biases towards
growth, quality and mid-cap are all derived from
the strategy’s focus on solutions to sustainability
challenges. It means that we tend to be absent
from significant sectors of traditional indices, such
as financials and energy, and have significant
overweights in other parts of the market, such as
health and industrials.

20% 30% 40% 50% 60%

B Fund “ MSCIlWorld
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Regional Exposure3®

Cash

Africa/Middle East
Asia Pacific ex Japan
Emerging Markets
Europe ex UK

Japan

North America

South & Central America

UK

0% 10% 20% 30% 40% 50% 60% 70% 80%
®Fund © MSCIlWorld

Sector Exposure3!

Cash

Communication Services
Consumer Discretionary
Consumer Staples
Energy

Financials

Health Care

Industrials

Information Technology

Materials
Real Estate
Utilities

0% 5% 10% 15% 20% 25% 30% 35%

B Fund MSCI World

%0 Average of daily exposures overthe quarter.
31 Average of daily exposures overthe quarter.
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Name

Sustainable Investment Theme

Description

Advanced Drainage Systems

Water Management

Waste water treatment & water provision

Autodesk Resource Efficiency Using IT to improve efficiency
CSL Health Preventative care

Danaher Health Research and diagnostics
Globus Medical Inc Health Medical devices

Infineon Technologies

Sustainable Transport

Less polluting road transport

Keyence

Resource Efficiency

Efficient manufacturing

Silicon Laboratories

Resource Efficiency

Energy efficient products

TE Connectivity Sustainable Transport Less polluting road transport
Thermo Fisher Scientific Health Research and diagnostics
Strategy Characteristics
WHEB MSCI
FY1 Price/Earnings (PE) 19.00 13.57
FY2 Earnings Growth 13.49% 10.48%
FY1 PE/FY2 Earnings Growth (PEG) 1.41 1.30
3-year Volatility 18.53% 19.94%
Beta (predicted) 1.11
1-year Tracking Error (predicted) 7.27%
5-year Tracking Error (ex-post) 7.84%
Holdings 42
Average holding period® 452
Active share®® 97.4%

Trading Activity — Significant Portfolio Changes

Stock Name Purchaseor sale Theme Brief description or sale rationale

Intertek Sale Safety Soldin favour of Croda, where impactand
fundamental conviction are higher.

Croda Purchase Environmental Services High quality specialty ingredients supplier with a
strong focus on sustainability.

AO Smith Sale Resource Efficiency Lowerimpactstory and weakening residential market.

32 The average holding period is calculated by WHEB in accordance with the requirements of the UCITS V directive, and
derived fromfund turnoverover the last 12 months as of the end of the reportingmonth. This calculation method can
resultin verylong reported holding periods when most of the trading volume is explained by subscriptions and/or
redemptions, and can evenresultin anegative portfolio turnover figure when subscriptions and red emptions exceed

g)surch asesandsales.

Active Share refers to the % overlap between the Fund and MSCI World Index weightings. A portfolio that replicates the
index has an active share of zero, while a portfolio that owns entirely out-of-benchmark securities has an active share of

100.
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Impact Positioning: Supporting the UN Sustainable Development Goals3*

5% in agriculture & nutrition
3 ot
M 32% in health & well-being

gl

[ :
7% in clean water &
ImpaCt sanitation

2% in education

Positioning

\

Impact Map of the strategy’s portfolio following changes in Q3 20223

5% in affordable & clean
energy

i 33% in industry, innovation
& & infrastructure

= 14% in sustainable cities &
GE@E communities
SR TN

12 i

2% in responsible
O consumption & production

® (Clean energy

90% ©  Sustainable transport
° ® Water management
Resource efficiency
E 85% ®  Environmental services
= °
g > . . IS-Iefaltth
o = afety
a® 80% o
S_ 2 Wellbeing
5 E “  Education
S8 o ¢ . B A Sold during 2022
g e «a » . O Bought during 2022
e é_ ° A .'U A ] °
E 70% =] oo o
B A A o .
®
65% A A ] A A A
o [
L ae A
60%
A
55%
50%
0% 10% 20% 30% 40% 50% 60% 70%

Rating of the product/service impact

34 For descriptions of impact map ping methodologies please see WHEB's impact reports, available at
https://impact.whebgroup.com/methodology/. The SDG mapping methodology isdescribed inthe 2019 Impact
Methodology Report, available at http s://impact.whebgroup.com/methodology/, and the impact positioning graphis
describedin detailinthe 2019 impactreport.

% As above.
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ENGAGEMENT AND
VOTING ACTIVITY

Voting Record: Q3 2022
The table below summarises the voting record at companies held in WHEB's investment strategy

from 1 July 2022 to 30 September 2022. Full details of how we voted on each of the individual
votes are detailed on our website: https://pengana.com/our-funds/wheb-sustainable-impact-fund/

# votable meetings 6

# meetings atwhich votes were cast 6 100%
# meetings atwhich we voted againstmanagementor abstained 5 83%
# votes cast with management 54 82%
# votes cast againstmgmt. or abstained (see list in appendix) 12 18%
# resolutions where votes were withheld 0 0%

Company Engagement Activity

Auditor Independence  Vote against Chair of Audit Committee because auditortenureis Vote/Letter Ongoing
too long.
Gender diversity Vote against Chair of Nominations Committee due to lack of Vote/Letter Ongoing

Board-level genderdiversity.

Executive Remuneration AdvisoryVote on Say on Pay Frequency: Votefor oneyear Vote Ongoing
Net Zero Carbontarget Company to setaformal Net Zero Carbon Target verified by SBTi Letter Successful
A.O. Smith Auditor Independence  Vote againstthe Chair of the Audit Committee where auditor Vote/Letter Unsuccessful

tenure exceedsten years.

Sustainability Vote against, or withhold avote for, the Chair of the Vote/Letter Unsuccessful

Leadership Compensation Committee when executive compensation fails our
criteria.

Combined ChailCEO  Vote againstthe Chair where the CEO/Chair is combinedinone  Vote/Letter Unsuccessful
role

Board Independence Vote againstthe Chair of Nominations Committee wherewe do  Vote/Letter Unsuccessful
notconsiderthe board to be majority independent

Committee Vote againstthe Chair of Nominations Committee wherewe do  Vote/Letter Unsuccessful

Independence notconsiderthe Committeeto be majority independent
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Directorindependence vote against continuous service withoutavote formorethantwo Vote/Letter Unsuccessful
years.
Gender Diversity Vote againstthe Chair of the Nomination Committee Vote/Letter Unsuccessful
dueto lack of Board-level gender diversity.
Sustainability Reporting We would like to see the company reporting on sustainability Vote/Letter Unsuccessful
annually and we would encourage more granular disclosure of
targets, strategy and data.
Centene Governance of Clarification of changing company attitudes towards decision Conference call Successful
healthcare provision makingin light of recent controversies.
CSL Sustainability Encourage inclusion of sustainability factorsin long-term Conference call Successful
Leadership incentive plans and setting of a net zero carbon strategy.
Net Zero Carbon Encourage companyto setanetzero carbon strategy Conference call Successful
Targets
Daikin Net Zero Carbon Suggestions forrefinement and improvement of company’s newly Email Ongoing
Industries Strategy implemented Net Zero Carbon Strategy following request for
feedback from CA100+investors
Ecolab Hazardous Chemicals  Seeking a meeting to discuss findings of ChemScore reportson  Email Partially
the use of hazardous chemicals at Ecolab successful
Combined CEO/Chair  Understand reasonsfor thisrecent change and whetheritwillbe Call Successful
a permanent decision.
Net Zero Targets Ascertain progress against recently set SBTi and understand Call Successful
challenges.
FirstSolar Hazardous Chemicals  Encouraging a proactive approach to phasing out hazardous Collaborative Ongoing
chemicalsin the solar value chain
Fisher & Paykel Classified Board Vote against nominations committee member Vote/Letter Partially
Healthcare Successful
Limited
Auditor Independence  Abstained from voting with regardsto the authorization to fix the ~ Vote/Letter Partially
remuneration of the auditor successful
Grand Canyon Carbon emissions Discussion to understand company’s energy consumption Call Successful
Education
HelloFresh Supply Chain Question to understand quality control of suppliers Email Successful
Icon Auditor Independence  Authorise Board to Fix Remuneration of Auditors Vote Unsuccessful
J.B. Hunt Board Independence Vote againstthe Chair of Nominations Committee wherewedo  Vote/Letter Unsuccessful
Transport notconsiderthe board to be majority independent
Committee Vote against the Chair of Nominations Committee wherewedo  Vote/Letter Unsuccessful
Independence not considerthe Committeeto be majority independent
Gender Diversity Vote against the Chair of the Nomination Committee Vote/Letter Unsuccessful
dueto lack of Board-level gender diversity
Executive Remuneration Advisory Vote to Ratify Named Executive Officers' Compensation Vote/Letter Unsuccessful
Sustainability Advisory Vote to Ratify Named Executive Officers' Compensation Vote/Letter Unsuccessful
Leadership
Net Zero Carbon Vote againstre-election of Chairofthe Board wherethereisno  Vote/Letter Unsuccessful
Targets Net Zero Carbon Target
Keyence Sustainability Reporting Encouraging the companyto set ESG targetsand progressmade Call Successful
againstthem
Lenzing Product Impact Call with IR to clarify sustainability claims of Lenzing products Call Unsuccessful
Linde Gender Diversity Vote against Chair of thenomination committee as gender Vote Unsuccessful
diversityis too low.
Directoroverboarding  Vote against Chair of thenomination committee as numerous Vote Unsuccessful

board members are overboarded.
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MSA Safety

Power
Integrations

Silicon Labs

Smurfit Kappa

SolarEdge

Sonova

Executive Remuneration

Sustainability
Leadership

Net Zero Carbon Target

Combined CEO/Chair

Classified Board

Board Independence

Sustainability
Leadership

Gender Diversity

Net Zero Carbon

Targets

Executive Remuneration

Sustainability
Leadership

Sustainability Reporting

Board Independence

Committee
independence

Sustainability
Leadership

Sustainability Reporting

Auditor Independence

Net Zero Carbon

Targets

Investor Materiality

Assessment

Human Rights

Product Impact

Net Zero Carbon

Targets

DirectorIndependence

Gender Diversity

Advisory Vote to Ratify Named Executive Officers'
Compensation.

Authorize Board to Fix Remuneration of External Auditor(s).

Request for an update on the company’s SBTi initiative

Vote againstthe Chair where the CEO/Chair is combinedin one
role

Vote against the Chair where the board is classified

Vote againstthe Chair where we do not considerthe board to be
majority independent

Vote againstthe Chair where there is no board oversight for
sustainability.

Vote againstthe Chair
dueto lack of Board-level gender diversity.

Vote against re-election of Chairofthe Board where there is no
Net Zero Carbon Target

Vote against, or withhold avote for, the Chair of the

Compensation Committee when executive compensation fails our

criteria.

Question whether sustainability related metrics are included in
executive remuneration.

Understand whythe company chooses to report females and
diverse males together as DE&I reporting.

Vote against the Chair of Nominations Committee where we do
notconsiderthe board to be majority independent

Vote against the Chair of Nominations Committee where we do
notconsiderthe Committeeto be majority independent

Vote against the Chair of the board where we sustainability/ESG
targets are notincluded in executive remuneration and/or where
thereis no board oversight for sustainability and ESG matters

Vote against the Chair of the Board where disclosure is
insufficient

Vote againstthe Chair of the Audit Committee where auditor
tenure exceedsten years.

Vote against re-election of Chairofthe Board where thereis no
Net Zero Carbon Target

Company isengaging with a handfulinvestors to conduct their
own materiality assessment of ESG topics

Discussion with CSO on allegations of land ap propriation from
the Misak tribe

Better understand the impact of SolarEdge inverters relative to
competitors'.

Vote against re-election of Chairofthe Board where thereis no
Net Zero Carbon Target

Vote against Director as they have too many board-level
commitments.

Vote against the Chair of the Nomination Committee
dueto lack of Board-level gender diversity.

Vote

Vote

Email

Vote/Letter

Vote/Letter
Vote/Letter

Vote/Letter

Vote/Letter

Vote/Letter

Vote/Letter

Email following
discussion at
conference with
IR

Email following
discussion at
conference with
IR

Vote/Letter

Vote/Letter

Vote/Letter

Vote/Letter

Vote/Letter

Vote/Letter

Email

Call

Call

Vote/Letter

Vote/Letter

Vote/Letter
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Unsuccessful

Unsuccessful
Partially

successful

Partially
Successful

Unsuccessful

Unsuccessful

Successful

Unsuccessful

Successful

Unsuccessful

Successful

Successful

Unsuccessful

Unsuccessful

Unsuccessful

Unsuccessful

Unsuccessful

Unsuccessful

Ongoing

Successful

Successful

Unsuccessful

Unsuccessful

Unsuccessful
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Steris

Vestas

Xylem

Authorised Capital vote against extension where the proposed authorized capital Vote/Letter
without voting rights would exceed 5%

Auditor Independence  Vote against Chair of Audit Committee because auditortenureis Vote/Letter
too long.

Directorindependence Vote againstBoard Chairwhen anyboard committee does not Vote/Letter
consistof a majority ofindependent directors and overall, the
board doesnot contain a majority ofindependent directors.

Gender diversity Vote against Chair of Nominations Committee due to lack of Vote/Letter
Board-levelgenderdiversity.

Net Zero Carbontarget Vote against Chair of Nominations Committee as the company Vote/Letter
does nothave anetzero carbon target

Sustainability Reporting Vote against Chair of Nominations Committee as ESG disclosure Vote/Letter

ispoor
DirectorOverboarding  Vote against: Elect Director Jacqueline B. Kosecoff Vote/Letter
Directorindependence Vote against: Elect Donal O'Dwyeras Director Vote/Letter
Auditor Independence  Vote for Authorize Board to Fix Remuneration of the Auditors Vote/Letter
Reproductive Rights Clarifyingcompany positiononreproductive rightsinlight of Roe  Call/Email
v Wade developments
Net Zero Carbon Vote against re-election of Chairofthe Board where thereisno  Vote/Letter
Targets Net Zero Carbon Target
Auditor Tenure Vote against Chair of Audit Committee because auditortenureis Vote/Letter
too long
DirectorIindependence Vote againstDirector as they have too manyboard-level Vote/Letter
commitments.
Gender diversity Vote against Chair of Nominations Committee due to lack of Vote/Letter
Board-level genderdiversity.
Executive remuneration Vote againstthe Chairman ofthe Remuneration Committee Vote/Letter
where CEO pay exceeds 100x the median pay of the company
Sustainability Vote against the Chairman of the Remuneration Committee Vote/Letter
Leadership where there are insufficient ESG or sustainability criteria within
executive remuneration
Net Zero Carbon Better understand the Net Zero Carbon commitmentsmade inthe Call
Target/Product Impact  Sustainability report
Sustainability Better understand ap proach to executive ESG targets Call
Leadership
Gender Diversity Encourage better Gender Diversity atthe board level and Call

understand the company’s plans forimprovement

Reproductive Rights Understand company’s approachin light of Roe v Wade Call
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Unsuccessful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially
Successful

Partially

Successful
Successful
Successful

Successful

Successful

Pengana Capital Limited (Pengana) (ABN 30 103800 568, AFSL 226566) is the issuer of units in the Pengana WHEB Sustainable Impact Fund
(ARSN 121 915 526) (the Fund). A Product Disclosure Statement for the Fund (PDS) is available and canbe obtained from our distribution team or
website. A person should obtain a copy of the PDS and should consider the PDS carefully before decidingwhether to acquire, or to continueto hold,

or making any other decision in respect of, theunits in the Fund. This reportwas prepared by Pengana and does not contain any investment

recommendation or investmentadvice. This report has been prepared without takingaccount of any person’s objectives, financial situation or needs.
Therefore, before acting on any information contained within this report a person should consider the appropriateness of the information, having

regard to their objectives, financial situation and needs. None of Pengana, WHEB Asset Management LLP (WHEB), or their related entities, directors,
partners or officers guarantees the performance of, or the repayment of capital, or income investedin the Fund. An investment in the Fund is subject

to investment risk including a possible delay in repayment and loss of income and principal invested.
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