ALANDSBANKEN

Policy for the integration of sustainability
risks within investment decisions &

investment and insurance advisory services

GROUP-WIDE POLICY | PUBLIC

Policy for the integration of sustainability risks Adopted by the Alandsbanken
within investment decisions & investment and Abp Board of Directors
insurance advisory services 20 November 2023

1(6)



ALANDSBANKEN

1. Purpose, Approval and Authorisation

The purpose of this policy is to regulate the integration of
sustainability risks into investment-related decision-making
processes, as well as into investments and insurance advisory
services within the Alandsbanken Group. The purpose of this
Policy is also to regulate the principles of responsible invest-
ment within the Alandsbanken Group.

The Board of Directors shall review and approve this policy
annually or more frequently when needed.

The Board of Directors authorises the CEO to develop and
decide on the guidelines to be applied with this policy where
necessary. The Guidelines determine the organisation, re-
sponsibility, and supervision of compliance. Any decisions on
or changes made to the guidelines shall be reported to the
Board of Directors in the written compliance report annually
or more frequently when needed.

2. Scope
This policy applies to the Alandsbanken Group.

This policy applies to all managed asset categories, invest-
ment strategies and products (the Group’s own products and
external investment products provided by Alandsbanken),
as well as the investment and insurance advisory services
provided by the Bank. Exceptions may be made for managed
categories of assets, investment strategies and individually
tailored products. As a rule, this policy does not apply to
passively managed investment products, including listed
index funds. However, the range of such passively managed
products may include products that are managed in accord-
ance with this policy.

3. Definitions

ILO Core Labour Standards - Eight basic labour principles
and rights created by the International Labour Organization
(ILO).

Nordic Swan Ecolabel - The official ecolabel of the Nordic
countries established in 1989. The Nordic Swan Ecolabel
audits the environmental impact of products and services
throughout their lifecycle from raw material to waste and sets
requirements regarding their function and quality.

Sustainable Investment - refers to an investment which
contributes to an environmental or social goal, but at the

same time it must not cause significant harm in respect to
any other environmental or social goal and complies with

good governance practices.

Sustainability Factors — Refers to environmental, social and
employee matters, respect for human rights, antillcorruption
and antiObribery matters.

Sustainability Risk — Refers to an environmental, social or
governance event or condition that, if it occurs, could cause
an actual or a potential material negative impact on the value
of the investment.

OECD Guidelines for Multinational Enterprises - refers to
the guidelines of the Organisation for Economic Co-opera-
tion and Development (OECD) for Multinational Enterprises
to promote responsible business conduct and sustainable
development.

Bank - Alandsbanken Abp (the Bank of Aland), including
Alandsbanken Abp (Finland), the Swedish branch.

Principal Adverse Impact (PAI) — A negative impact caused
by an investment decision on the environment, working con-
ditions or social factors, for example.

Fund Management Company - Refers to Alandsbanken
Funds Ltd (Alandsbanken Fondbolag Ab).

Investment - Investments in funds and portfolios managed
by Alandsbanken.

UN Global Compact - The United Nations’ international
principles issued in 1999 to guide companies in matters
concerning human rights, labour laws, the environment and
corruption.

UN Guiding Principles on Business and Human Rights -
The UN’s principles regarding companies and human rights.

UNEP FI - Refers to the United Nations Environment
Programme’s Finance Initiative. UNEP Fl is a public-private
partnership between the UN’s environmental program (UNEP)
and the global financial sector.

UN PRI - UN Principles for Responsible Investment. Actors
who have signed the UN PRI commit to making invest-
ment decisions that consider environmental aspects, social
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questions and good governance regarding those companies
in whose securities they are investing.

Alandsbanken Group or Alandsbanken - Refers to the Bank
and the Fund Management Company.

4. Regulatory Framework

The primary framework (EU):

+ SFDR regulation (EU) 2019/2088
« SFDR Regulatory Technical Standards (EU) 2022/1288

+ EU taxonomy for sustainable activities (EU) 2020/852

5. Alandsbanken’s View on Responsible
Investments

5.1. Background

Sustainability factors are always considered in Alandsbanken’s
investment work.

Alandsbanken signed the United Nations’ Principles for
Responsible Investment (UNPRI) in 2010. The same year,
Alandsbanken became a founding member of Finland’s Sus-
tainable Investment Forum (FINSIF). In May 2016, Alands-
banken also became a member of the corresponding Swedish
forum, SWESIF.

Alandsbanken adheres to an active management approach,

and all management is carried out responsibly in accordance
with the principles regarding responsible investments deter-
mined in this Policy. Exceptions mainly concern the manage-
ment of personally tailored portfolios managed by the Bank.

5.2. Responsible Investments

In Alandsbanken’s view, a company’s commitment to act
responsibly when it comes to, for example, the environment,
social responsibility and corporate governance, may have a
positive impact on the company’s financial result in the long
term. Companies where the management, board and owners
take both Sustainability Factors and traditional business
aspects into consideration have, according to Alandsbanken’s
assessment, good prospects of being successful.

This view is supported by the global trend, which indicates
that both consumers and investors are becoming increasingly
aware of responsible companies and products and prefer

them to others. The authorities have also increased their ef-
forts in this area and aim to continuously impact the develop-
ment of sustainable finance in a positive direction.

This is why Alandsbanken invests in companies and financial
products that are prominent in sustainable development, and
that have been assessed in accordance with the sustainable
investment process described here. Alandsbanken gener-

ally includes a sustainability assessment in all investment
decisions, which is how we actively contribute to a better and
more sustainable society.

Regarding funds that have been granted the Nordic Swan
Ecolabel, Alandsbanken adheres to the obligations and re-
porting standards required by the label.

5.3. Implementing the Consideration of
Sustainability Risks and the Principles of
Responsible Investments

Alandsbanken’s work with sustainable investments can be
described in phases. First, we exclude industries that we do
not consider to be sustainable and/or that have a significant
negative sustainability impact. In addition to the exclusion,
Alandsbanken includes sustainability factors in investment
decisions concerning the financial instruments it selects for
the model portfolios and funds it manages.

5.3.1. Consideration of Sustainability Risks

Regarding direct investments, we identify significant Sustain-
ability Risks and then assess the probability of a Sustainability
Risk occurring as part of our investment process. To evaluate
and monitor the sustainability risks of investment objects, we
use various data providers to analyse and measure how well
our investment objects manage these risks. By considering
Sustainability Risks in the selection of investment objects, we
can have a positive impact on the return t and risk profile in
the long term.

We have identified physical risks that arise from extreme
weather and are associated with Sustainability Risks, includ-
ing flooding and/or extreme heat. In addition, we address
transitional risks — the increase in the probability of risks
potentially materialising in activities due to legislative or
technological changes when transitioning to the low carbon
economy.

We also address social risks, risks associated with human
rights, employees’ rights, and risks associated with the lack of
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compliance with the principles of good governance, including
corruption, abuse and defective processes in activities. The
return and risk profile of an investment may be negatively
impacted if the preparation for, management of, and contin-
uous follow up of Sustainability Risks are not handled in an
appropriate manner.

5.3.2. Principal Adverse Impact (PAI)

In asset management, Alandsbanken as a rule considers the
principal adverse impacts (PAI) of its investment decisions as
part of the investment process. In sustainable investing, this
means ensuring that investments do not have an adverse
impact on any environmental or social objectives.

Alandsbanken’s website includes a PAI statement. The state-
ment includes a summary of the principal adverse impacts
on sustainability factors that the Bank considers, as well as
strategies for identifying and prioritising them.

5.3.3. Exclusion
Alandsbanken does not invest in companies who are active in
producing (for more than 5% of the company’s revenue):

« controversial weapons

 pornography

- gambling

« tobacco products (including cannabis)

- thermal coal mining

Alandsbanken invests selectively in companies that produce
alcoholic beverages.

Alandsbanken does not invest in companies that have re-
ceived a notice for violating the following initiatives and/or
principles: the UN Global Compact, the UN Guiding Principles
on Business & Human Rights, ILO Core Labour Standards and
OECD Guidelines for Multinational Enterprises. A more de-
tailed description can be found in chapter 5.3.5. International
Norms and Guidelines.

The exclusion of the above sectors applies to all funds and
model portfolios managed by the Alandsbanken Group.

5.3.4. Inclusion: Analysis and Investment Process

By carrying out exclusions in accordance with the section
above, an investment universe for further analyses and the
selection of individual investment objects is achieved. In

addition to the financial risks and possibilities associated with
each individual investment, the analysis of potential invest-
ment objects considers any sustainability factors that may
affect the investment object. An overall assessment of the
sustainability risks and possibilities related to each potential
investment object is carried out as an integrated part of the
due diligence process.

To achieve a systematic process and to deepen the sustaina-
bility analysis, Alandsbanken has entered into an agreement
with an external partner. The collaboration provides access
to a database as well as analyses of sustainability factors.
The databases include companies from all over the world
and provide tools for assessing how sustainability factors
are handled within investments. The identified sustainability
factors and risks are analysed with the aid of the data in the
external database, for example, regarding risk classification,
as well as the likelihood and magnitude of the identified sus-
tainability risks. Each analysis is documented using a shared
template, and any identified sustainability risks are assessed
continuously.

When selecting new actively managed funds managed by
third parties for Alandsbanken’s asset management or in-
vestment advice, we require them to be Article 8 or g funds.
While passively managed funds do not have any minimum
requirements for SFDR categories, the range of passively
managed funds may include funds that adhere to an ESG
index.

5.3.5. International Norms and Guidelines

Alandsbanken invests only in companies and fund manage-
ment companies that comply with the following international
norms and guidelines:

 the UN Global Compact

 the UN Guiding Principles on Business and Human
Rights
- ILO Core Labour Standards

« OECD Guidelines for Multinational Enterprises

These international regulations and guidelines define the
minimum level of commitments with which all portfolio com-
panies must comply according to Alandsbanken. If one of the
current companies receives notice that they have violated the
regulations and guidelines and shows no willingness to make
the necessary changes, the holdings will be sold within two
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years of acknowledging the incident. Violations are monitored
regularly.

5.3.6. Reduction of Carbon Dioxide Emissions

The climate targets Alandsbanken set in 2021 follow the Paris
Agreement’s objectives to limit global warming:

1. Alandsbanken will reduce CO2e emissions by 50 per
cent by 2030 compared to 2021.

2. Alandsbanken will be climate-neutral by 2035 in line
with Finland’s climate policy decision.

3. Alandsbanken will achieve net-zero emissions by 2050.

To ensure that we reach our climate targets, we check which
companies have signed the Science Based Targets initiative
(SBTi). SBTi is a science-based tool used by various indus-
tries to reduce their emissions in accordance with the Paris
Agreement.

To monitor the reduction of investment-related carbon diox-
ide emissions, we make emission calculations for all shares,
bonds and property investments that are part of Alandsbank-
en’s funds and model portfolios, and to whose data Alands-
banken has access. Cash, derivatives and green bond loans
are not included in the calculations because no established
calculation principles exist yet.

5.4. Shareholder Engagement

In questions related to shareholders, the Fund Management
Company acts in accordance with the principles defined in
the Ownership Policy of Alandsbanken Funds Ltd. In keeping
with the Bank’s principles regarding capital management and
corporate governance, the Bank does not apply shareholder
engagement in companies in which it has invested on behalf
of its clients.

Alandsbanken Funds Ltd’s Ownership Policy and the Bank’s
Shareholder Engagement principles are available on Alands-
banken’s website.

6. Information on Investment Products
that Promote Environment-related or
Social Characteristics or Have Sustainable
Investing as Their Goal

6.1. Products that promote environment-related
or social characteristics (the “Article 8” products
in the SFDR regulation)

For such financial products provided by Alandsbanken that
promote, for example, environment-related or social char-
acteristics or a combination of the two, Alandsbanken shall,
provided that the companies invested in comply with the
principles of good corporate governance, in its disclosures
made prior to entering into a contract, include information
regarding how the said characteristics are achieved. For these
products, Alandsbanken must also comply with periodic
reporting requirements.

In Alandsbanken’s view, products that follow the criteria in
Section 5 can be categorised as Article 8 products.

6.2. Investment products that have sustainable
investing as their goal (the “Article 9” products
in the SFDR regulation)

For such financial products provided by Alandsbanken that
have sustainable investing as their goal, Alandsbanken shall,
in its disclosures made prior to entering into a contract in-
clude information regarding how this goal will be achieved.

For financial products provided by Alandsbanken that have
sustainable investing as their goal, we apply selection criteria
and processes that help demonstrate the product’s effect or
impact on a sustainability parameter in addition to the prin-
ciples of responsible investments described in Section 5. For
these products, Alandsbanken must also comply with periodic
reporting requirements.

6.3. Other Products (the “Article 6” products in
the SFDR regulation)

For all other Alandsbanken’s financial products and in situ-
ations where a product does not fulfil the financial product
description in Section 6.1. or 6.2., Alandsbanken shall, in its
disclosures made prior to entering into a contract, include
information regarding how sustainability risks have been
integrated into the investment decisions.
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7. Marketing Material

Alandsbanken shall ensure that the Bank’s marketing ma-
terials always comply with the requirements regarding the
disclosure of information in accordance with this Policy.

8. Auditing and Reporting in accordance
with International Standards

As a signatory to UNPRI and UNEP FI (Responsible Banking
Principles), Alandsbanken is committed to reporting on com-
pliance with the said UN principles. Comprehensive reports
are available on each organisation’s website. Alandsbanken’s
Annual Report includes a comprehensive report on sustaina-
bility work carried out within the Bank.

An account of the work done within responsible investments
in connection with the funds of Alandsbanken Funds Ltd. is
included in the Fund Management Company’s annual sustain-
ability report.

9. Changes and Updates

Alandsbanken ensures that all information published on its
website in accordance with this Policy is up to date.

The information may be updated in connection with, for ex-
ample, regulatory changes, or when market practices related
to sustainability are developed further. Upon making changes,
clear explanations regarding the changes made will be pub-
lished on the Alandsbanken website.

10. Document version

Version Description of changes Date
1 First published version 4 February
2021
2 Regulatory changes and annual 24 January
update of the Policy 2023
3 Clarifications and annual update 20 November

2023

11. Compliance and Follow-up

The compliance function oversees the development of
responsible investment work and utilises a risk analysis to
identify any deficiencies or risks of deficiencies in the Bank’s
compliance with the Policy that apply to this area. If required,
related information will be disclosed to the Bank’s Board of
Directors in the compliance report.

The ESG committee of the Bank functions as an advisory
organ in questions related to responsible investments within
the Bank. The committee holds regular meetings and reviews
this Policy at least once a year.
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