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Environmental
Social

54,974
JOBS SUPPORTED

Governance

ESG Key
performance
indicators*

3.9 TWH
OF RENEWABLE ENERGY
PRODUCED
~880,000 HOUSEHOLDS**

27%
INDEPENDENT DIRECTORS

*Based on the overall consolidated debt portfolio of Schroder AIDA in 2019
**Assuming an average household (4 people) consumption of 4,400kwh

2

Our ESG Philosophy
Section 1
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1.1. Schroders

Schroders is a world-class asset manager active in 32 countries
worldwide. Schroders is committed to integrate sustainability across all
asset classes and geographies and is a signatory of the Principles for
Responsible Investments (the “PRI”). Schroder Group’s Sustainable
Investment team produces thematic research on emerging
sustainability trends and has an extensive network and access to third
party resources. The Sustainable Investment team continues to
support, and collaborate with, several industry groups, organisations
and initiatives such as the PRI, Carbon Disclosure Project, European
Sustainable Investment Forum and ShareAction, amongst others.

Schroders has a long history of positively contributing to local
communities through monetary donations and employee time.
Total donations to charitable causes around the world amounted to
£2.1 million in 2019.

Schroders is also committed to running its global operations (including
business travel) on a carbon-neutral basis as of 1 January 2020. This
commitment will be achieved through a combination of initiatives
designed to reduce Schroders’ gross emissions, as well as a carbon
offsetting programme.

More Insights on Schroders Corporate Responsibility can be found at :
https://www.schroders.com/en/about-us/corporate-responsibility/
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1.2. Schroder AIDA
Introduction
Schroder AIDA is the Schroders entity specialized in infrastructure
finance. It is regulated by the Alternative Investment Fund Managers
Directive (“AIFMD”) and licensed to manage Alternative Investment
Funds (“AIFs”). Based in Paris, France, it is a core component of
Schroder’s global Private Assets platform, which also includes private
equity, direct lending and real estate. Schroder AIDA invests in debt
and equity in various infrastructure sectors, such as transportation,
conventional and renewable energy, telecom and social infrastructure,
mainly at brownfield stage. Schroder AIDA’s portfolio as of 31/12/2019
amounted to €2.234 of invested funds (split across €1.1151M of advised
debt, 437M of managed debt and €645M of equity strategies). The
responsible investment strategy applies to the debt and equity
activities.

Our 4 pillar mission statement

Coal exit strategy
Recognizing the imperious need to drastically transition any energy
production generated from coal, Schroder AIDA commits either as
investment advisor or manager for both its debt and equity activities to
exclude investments into any company:
• generating more than 20% of their revenues in thermal coal and
which do not have a credible exit strategy from its coal activities; or
• developing new mining, power plant or infrastructure related to
thermal coal.

December 2020

Our mission for sustainable investments
The world needs more infrastructure, but not any infrastructure. To
achieve the Paris Agreement and the Sustainable Development Goals’
(SGDs) on an economic, social and environmental standpoint,
infrastructure assets should be sustainable and climate resilient.
Moreover, the long life of infrastructure assets and our long-term
investment horizon (5 -30 years) requires us to take into account
environmental, social and governance (ESG) criteria in our investments
and to ensure that the assets we invest in are compatible with actual
and future expectations in the long term. At Schroder AIDA, we
consider our role and contribution towards the Paris Agreement and
SDGs, both as a debt and equity investor, as of utmost importance. For
this, we believe that any asset can contribute to one of these objectives,
and that all investments should therefore be considered as
opportunities. We are ready to support all projects, whatever the
sector, as long as ESG impacts, risks and opportunities can be identified
and meet our ESG expectations. We believe that any infrastructure
business, whatever their size, needs to have healthy relationships with
their stakeholders in order to thrive into the future. This includes
employees, suppliers, customers, the environment, regulators and the
communities in which they operate. These stakeholders assume
different degrees of importance according to the company’s specific
business activities. We believe that strong governance and oversight of
these stakeholder relationships is in the best interests of the company,
its investors and funders. By integrating these ESG considerations into
our investment process, we expect to see stronger long-term risk
adjusted returns. Our ESG policy and practices reflect the experience
and knowledge that we have built up in the infrastructure sector and
the specific needs and considerations of infrastructure companies. We
utilise in particular a detailed scorecard that analyses the most material
ESG considerations, monitor projects and companies throughout the
life cycle of our investment and provide ongoing reporting that
quantifies the impact we are having and how our investments are
performing in this space. This responsible investment report describes
our commitments and explains how we implement them throughout all
Schroder AIDA debt investments.

A multiple pillar approach to ESG
As part of our ESG risk assessment and ongoing monitoring of the
performance of the portfolio we have developed a multiple pillar
approach utilising both internal and external tools. The pillars are
explained in details in Section 2.

Schroders ’Multiple pillar approach to ESG analysis and Monitoring

Our Day-to-day commitment
Schroder AIDA is committed in our day-to-day operation to minimise
our carbon and ecological footprint. Schroder AIDA has a policy not to
offer non ESG-friendly benefits to staff (no diesel company car).
Schroder AIDA encourages staff to use ESG-friendly transportation
means by subsidizing public transport costs and by covering 50% of the
costs of buying a bicycle. Schroder AIDA staff is incentivised to:
• Prioritise soft (walking, cycling) and public transport (bus, metro,
tramway) for home-work commute
• Limit business travel and use alternative virtual communication
modes (conference calls, videoconferences)
• Favour public transportation over taxis in business travels
• Favour train over plane when possible: for example, Schroder AIDA
staff is not allowed to fly to London, Brussels, Luxembourg or
Amsterdam (save for exceptional reasons)
• Rational use of paper printing and electronic means of
communication
Schroder AIDA premises being part of the Schroders France office,
team members have to comply with Schroders Group policies
(including ESG policy) applicable in all its facilities. Schroder AIDA’s ESG
policy derives from a number of incentives put in place by the Group
and the recent move to the new building at 1 rue Euler was an excellent
motivation to modify some work habits and favour certain best
practices developed by the Group in the London Office.
As part of this transfer, an ESG working group was created within the
various structures hosted by the Paris Office (Schroder AIDA, Schroder
Real Estate Hotels, Schroder IM Europe). This working group delivered
its conclusions and proposed the implementation of certain initiatives,
some of which have emerged since the move. In particular, employees
were made aware of a "zero waste" and "eco responsible" approach:
• Analysis of their water consumption and use of plastic containers
• Recycling of materials and use of consumables used in their work:
paper, coffee capsules, plastic cups, ink
• Use of certified Eco household products
• Dietary habits

5

1.3. ESG regulation background
“Article 173” of the Energy Transition for Green Growth Act
Article 173-VI of the French “Energy Transition for Green Growth” act
(Loi de Transition Energétique pour la Croissance Verte) extends to
institutional investors to disclose information on the manner in which
they incorporate environmental, social and quality of governance
objectives into their investment and risk management policies and how
they contribute to the ecological and energy transition. Disclosures are
based on a “comply or explain” principle: there is flexibility in choosing
the best way to fulfil the law’s objectives. All reportable data listed in
the decree represents best practice and not an obligation. Reporting
requirements under Article 173 may include:
• General approach to incorporating ESG criteria into investment and,
where applicable, risk management policies
• Content, frequency and means used to inform clients (investors)
• Membership/support to charters, codes, initiatives and labels
relating to the incorporation of ESG criteria
• Where applicable, a description of ESG risks, the business’s
exposure to these risks and the internal procedures used to identify
and manage them
• Description of the type of ESG criteria taken into account
• Information used for the analysis conducted on ESG criteria
• Methodology and results of this analysis
• Description of the way in which the results of the analysis are
integrated into the investment policy of the investment fund:
changes made to the portfolios and engagement strategy with
issuers and asset managers
• For the environmental criteria taken into account, explain the
associated climate risks (transition and physical risks) and their
contribution to the international objective of global warming
limitation.
• Contribution to the international objectives towards climate change
by explaining the analysis of the consistency of the investment
policy with these objectives and the internal objectives of the
organization
• Changes made to the portfolios following the climate analysis
(exclusion, engagement, investment in green assets or thematic
funds, etc.)
Schroder AIDA is fully compliant with this regulatory disclosure
requirement as outlined in this ESG Policy , Risk and assessment report.
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EU Disclosure Regulation
The EU Regulation on sustainability (ESG) disclosures in the financial
services sector (the Disclosure Regulation) came into force on 19
December 2019 and is planned to apply as of 10 March 2021.
The Disclosure Regulation will require financial market participants and
financial advisers to provide investors with certain ESG-related
information in relation to certain financial products.
Corresponding technical standards, which will provide further guidance
on how to fulfil these requirements, are currently in the consultation
phase.
EU Taxonomy Regulation
The EU Taxonomy Regulation was published on 22 June 2020 and came
into force on July 12, 2020.
Six environmental objectives have been defined:
• Climate change mitigation,
• Climate change adaptation,
• Sustainable and protection of water and marine resources,
• Transition to a circular economy,
• Pollution prevention and control,
• Protection and restoration of biodiversity and ecosystems.
The Taxonomy sets performance thresholds (referred to as ‘technical
screening criteria’) for economic activities which:
• make a substantive contribution to one of six environmental
objectives,
• do no significant harm (DNSH) to the other five, where relevant,
• meet minimum safeguards (e.g., OECD Guidelines on Multinational
Enterprises and the UN Guiding Principles on Business and Human
Rights).
In practical terms, the Taxonomy Regulation will provide a European
methodology for determining economic activities falling within the “E”
bucket of ESG.

Technical standards remains to be finalised and regulation is planned
to apply to financial markets participants as of 31 December 2021.
Schroder AIDA intends to fully comply with these upcoming regulatory
disclosure requirements once technical standards are finalised and
regulation is effective.
We believe that these new regulations and standards will help
strengthen ESG as a core topic in our industry, which we view very
positively.
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Investment Process
Section 2
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2.1. Schroders Group ESG resources
We leverage Schroders Group’s ESG resources by using an internally developed
proprietary tool called “CONTEXT” during our investment process. CONTEXT looks
at how different sectors are affected by emerging ESG trends through a
“stakeholder analysis” lens – the framework suggests that different trends will
affect different types of stakeholders differently and all stakeholders will play a part
in determining the long-term sustainable performance of sectors and companies.
This tool forms the qualitative due diligence questions for each investment and the
questions will vary depending on the sector of the asset. As an example, some of
the questions raised for assets in the transportation sector are presented below. As
a testimony to our ESG approach, the Schroders infrastructure debt practice led by
Schroder AIDA has been one of the first teams within the Group to receive internal
accreditation by Schroders ESG Team.
2.2. Qualitative Assessment

Example of CONTEXT questions on the transportation sectors

- How does the company monitor the level of satisfaction among its customer base?
- Has it faced sanctions for poor compliance?
- How is the company perceived by current and prospective employees?
- Does it invest in training and development?
Employees
- How effectively does it retain talent?
- Does the company have policies and programs to increase awareness of health & safety?
- How does the company's NOX and SOX pollution footprint compare to peers?
- Does it have NOX and SOX reduction targets?
- How exposed is the business to higher carbon prices?
Environment
- Is the company investing in new efficiency technologies or targeting emissions reductions?
- How energy efficient is the company?a
- Is the company actively investing in alternative fuel technologies?
- How much has it invested in local community development?
Local communities
- How much criticism has it faced from civil society groups?
- How effective are the company's security processes?
Regulators &
- Has it been heavily fined in recent years?
Governments
- Has it faced significant lawsuits?
- How reliant is the company on ancillary services?
Suppliers
- Does it monitor its suppliers regularly?
Customers
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Only investment opportunities that meet Schroder AIDA’s financial, economic and
ESG expectations are presented to the Investment Committee, which then decides
whether or not to invest. Based on the CONTEXT questions, the investment team
may exclude investment opportunities due to the business model or sector before
seeking Investment Committee approval. For example, in the past, we have
rejected investments into coal-fired power plants (without a clear decarbonisation
strategy), biomass power plants (where biomass was supplied from nonsustainable sources), nuclear plants and shale gas projects, based on ESG
concerns. For each investment, a section of each Investment Memorandum is
dedicated to ESG and covers the questions raised during due diligence including a
review of the sustainability risk. This section is reviewed and discussed
systematically before an investment is approved. This analysis is thereafter
updated and any findings are reported in our quarterly communications to
investors.
2.3. ESG Risk & Impact Assessment Model (“ESG RIAM”)
To complement this qualitative assessment, Schroder AIDA has developed with
Deloitte a proprietary tool which analyses both the “Impact” and the “ESG Risk” of
investments. The output of the tool is an ESG Ranking, calculated through the
combination of Impact and ESG Risk analyses.
This ESG Ranking is incorporated into the credit scoring exercise, which is a key
decision tool for the Investment Committee before approving investments.

Impact Analysis
We consider that investment into infrastructure assets can go beyond ESG
compliance and move into the impact investing arena, with a clear objective to
assisting the UN meet its “Sustainable Development Goals”. Schroder AIDA aims to
be at the forefront of this movement by targeting sectors and projects with a
positive social or economic impact. Therefore, before investing, we first analyse the
contribution of the asset to Sustainable Development Goals (“SDG”) and in
particular to the 3 major transitions our civilisations are experiencing: i)
demographic transition, ii) energy transition, and iii) economic transition. This
analysis is mostly qualitative, but it could also require quantitative analysis.
Example of impact metrics include for instance job creation and contribution to
GDP (for the economic transition) or CO2 avoided and compliance with EU
Taxonomy (for the energy transition). As recent examples of this analysis, in 2018
Schroders assisted in contributing to the SDGs via the following investments: Note
that at time of printing the EU Taxonomy framework for sustainable finance is still
being discussed and due to be approved by the EU Commission. By 2022, this
should lead to a common EU framework on 6 environmental objectives: mitigation
and adaptation to global warming, sustainable use of water and marine resources,
the circular economy, pollution prevention and biodiversity protection. Schroder
AIDA aims to integrate the Taxonomy into our investment process and the Impact
Report in a timely manner.
For each transition described above, we assess to what extent the asset
contribution is: i) Clearly positive, ii) Potentially positive, iii) Marginal, and iv)
Negative.
Demographic transition – Europe is facing major demographic changes, including
an ageing population, low birth rates, changing family structures and migration.
Investment in infrastructure is an essential to create a socially inclusive society by
taking into account solidarity between and within generations and to increase the
quality of life of citizens. Through potential investments in social housing, elderly
care, hospitals, care homes, schools, universities, prisons, etc., we contribute to this
transition and to various SDGs, namely no poverty (SDG 1), zero hunger (SDG 2),
good health and well-being (SDG 3), quality education (SDG 4), reduce inequalities
(SDG 10), peace and justice (goal 16).
United Nations Sustainable Development Goals
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Energy transition – The global and systemic environmental challenges
ahead imply that fundamental changes will be required in core social
systems and infrastructure to meet Europe’s long-term sustainability
goals, in particular in relation to food, energy, mobility and buildings.
Through potential investments in water networks, waste to energy
plants, renewable energy, district heating, smart metering, etc., we
contribute to this transition and to various SDGs, namely clean water
and sanitation (SDG 6), affordable and clean energy (SDG 7), responsible
production and consumption (SDG 12), climate action (SDG 13), life
below water (SDG 13), life on land (SDG 14).
Economic transition – In a difficult economic environment, marked by
low growth and tight public budgets, investments in the infrastructure
sector with strong added value can boost Europe’s competitiveness
(''Connect to Compete'') as infrastructure investment generates longterm benefits through improved connectivity thereby catalysing smart,
sustainable and inclusive growth ("Compete to Grow"). Through
potential investments in road, rail, rolling stock, optic fiber, telecom
towers, etc. we contribute to this transition and to various SDGs:
industries, innovation and infrastructures (SDG 9), sustainable cities and
communities (SDG 11).

Before investing, we also carry out an analysis of potential ESG risks and
opportunities associated with the asset and underlying activities, at
sector level. Based on the internationally recognized frameworks by the
Sustainability Accounting Standard Board (“SASB”) and the
Commonwealth Development Corporation (“CDC Group”), the tool
automatically generates, for each sector, the most material ESG risks
and opportunities as per the below matrix:
The ESG Risk analysis is then conducted at asset level, based on a
customized questionnaire generated by the tool, according to the
investment sector. This questionnaire is completed with information
collected from due diligence reports and interviews with the
borrower/sponsor/advisor/target. For each theme (Environment, Social
and Governance) and based on professional judgment, we assess to
what extent the risk is: i) Insignificant, ii) Minor, iii) Moderate, or iv) High.

Example of an investment contributing to UN SDGs

ESG Risk Analysis
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Example of ESG Risk Analysis

Based on the two analyses above, an ESG ranking (from 1 to 7) is
calculated for each asset, taking into account both the asset
contribution to SDGs and the 3 underlying transitions (from negative to
clearly positive) and the ESG risk (from insignificant to high).
2.4. Integration in the debt credit process
The ESG ranking calculated as per section 2.1 is incorporated into our
internal credit scorecard which is a key decision-making tool to
determine whether or not we will invest into a given asset.
Out of the 48 micro criteria which compose the entire scorecard, 13 are
directly related to ESG factors i.e. 27% of the score relates to
sustainability factors. Having the ESG appreciation embedded into our
scorecard means it forms an integral part of the credit assessment. It is
discussed during the Investment Committee and ultimately helps
determining whether we will invest into a given asset.

ESG Scorecard process

ESG Ranking
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Monitoring Process
Section 3
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Environmental

Example of ESG performance indicators
MWh of renewable energy produced

Number of homes supplied with electricity

Incidents of non-compliance with environmental
permits, standard and regulation

Gov.

Social

Once the investment is completed, we annually collect information to monitor the ESG
performance of these investments criteria throughout the investment life.
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Number of work related injuries

A rigorous monitoring of ESG risks is based on an annual survey sent to all projects in
portfolio. In this survey, the borrower/sponsor/advisor/target is asked to report on ESG
information, both qualitatively and quantitatively. The information and indicators to
report depend on each project.
Going forward, we will systematically collect data to monitor 8 performance indicators
across all assets and we will consolidate and report performance at portfolio’s level.

Number of jobs supported

% of independent directors at Boards
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ESG Reporting
Section 4
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Contribution of Schroder AIDA portfolio to UN SDGs

We invested over 1,200M€
in favor of Sustainable
Development and Climate
Action*

9 Innovation and Infrastructure

€1,240m

11 Sustainable Cities and Communities

€717m

8 Good jobs and Economic Growth

€666m

13 Climate Action

€577m

7 Renewable Energy

Impact !

€364m

6 Clean Water and Sanitation

€85m

10 Reduced Inequalities

€74m

12 Responsible Consumption

€41m

3 Good health

€30m

15 Life on Land

€25m

*The results presented in this section concern the overall consolidated portfolio
of Schroder AIDA, representing investments across debt and equity investment
vehicles as of December 2020 (managed or advised). Individual fund results are
sent to each investors.
We present the contribution of the overall portfolio to the UN Sustainable
Development Goals in terms of purchased nominal amount (expressed in
million Euros) assuming if relevant, multiple SDG contributions per investment.
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“ESG and long term views are both critical to our
aim of delivering Essential Infrastructure &
Sustainable Performance”
Frédéric Brindeau
Head of Asset Management and ESG

Investment into infrastructure assets can go
beyond ESG compliance and contribute to
the UN Sustainable Development Goals.

Schroder AIDA aims to target sectors and
projects with a positive social or economic
impact and utilize the ESG elements of our
scorecard and the vigorous integration of
ESG into our investment process to ensure
the assets we invest in adhere to the best
standards
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Key Risks

Disclaimer

Interest rate risk for fixed-rate instruments
interest rate volatility may reduce the performance of fixed-rate instruments. A rise
in interest rates generally causes prices of fixed- rate instruments to fall

Important Information

Deterioration of the credit quality of the bond
caused by a change in the market environment (for commercial activities) or a
change in law/regulation (for all infrastructure activities)

Risk of issuer default
a decline in the financial health of an issuer can cause the value of its bonds to fall
or become worthless
Prepayment risk
the capital may be repaid by the borrower before reaching maturity
Exchange rate risk
where assets are denominated in a currency different to that of the investor,
changes in exchange rates may affect the value of the investments
Illiquid and long term investment risk
due to the illiquid nature of the underlying investments, an investor may not be
able to realise the invested capital before the end of
the contractual arrangement (which is likely to be long term). If the investment
vehicle is required to liquidate parts of its portfolio for any reason, including in
response to changes in economic conditions, the investment vehicle may not be
able to sell any portion of its portfolio on favourable terms or at all
Capital loss
the capital is not guaranteed and investors may suffer substantial or total losses of
capital
Greenfield risks
in contrast to ‘brownfield’ investments, investments in ‘greenfield’ infrastructure
assets expose investors to additional risks, in particular construction risk (e.g.
construction delays, cost overruns, etc.) and deployment risk (e.g. capital being
deployed in several instalments during construction period rather than upfront for
brownfield investments).

This document is strictly for professional investors or advisors only and not for
redistribution. It has been issued by Schroder AIDA SAS, 1 rue Euler, 75008 Paris,
France, a French société par actions simplifiée with a share capital of 1 000 000
euros, authorized and regulated in France by the AMF as an Asset Management
Company (Société de Gestion de Portefeuille) under the number GP-17000027 and
registered in Paris at the RCS under the number 822 960 209.
The views and opinions contained herein are those of the Infrastructure Finance
team, and may not necessarily represent views expressed or reflected in other
Schroders communications, strategies or funds.
The data contained in this document has been sourced by Schroders and should be
independently verified before further publication or use.
Past performance is not a guide to future performance and may not be repeated.
The value of investments and the income from them may go down as well as up
and investors may not get back the amounts originally invested.
The material is not intended as an offer or solicitation for the purchase or sale of
any financial instrument. The material is not intended to provide, and should not
be relied on for, accounting, legal or tax advice, or investment recommendations.
Information herein is believed to be reliable but Schroder Investment Management
Limited does not warrant its completeness or accuracy. No responsibility can be
accepted for error of fact or opinion.
Reliance should not be placed on the views and information in the document when
taking individual investment and/or strategic decisions.
The forecasts included in this document should not be relied upon, are not
guaranteed and are provided only as at the date of issue. Our forecasts are based
on our own assumptions which may change. We accept no responsibility for any
errors of fact or opinion and assume no obligation to provide you with any changes
to our assumptions or forecasts. Forecasts and assumptions may be affected by
external economic or other factors.

Trade cancellation risk
trades and settlements are made on a bilateral, negotiated basis. A last-minute
trade cancellation can occur in the absence of standard trade and settlement
processes via clearing houses
Service provider risk
investments can be at risk due to operational and administrative errors, or the
bankruptcy of service providers.
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