THE LONG VIEW

Do you know your Scope 3
from your Scope 47

Over the past few years, like many other investors, we have become fluent in the language of
greenhouse gas emissions. As a reminder, Scope 1 emissions are those that a company directly
owns and controls (coal in your power plant, fuel in your car). Scope 2 emissions are indirect
(electricity supplied to your office or shop). So far, it's relatively simple, but a third dimension in
the form of Scope 3 emissions is where things get a bit more complicated.

"All models are wrong - but some are useful."
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We discussed data challenges in our Sustainability
Review last year and highlighted the wide range

of Scope 3 numbers that different data providers
will produce for the same company. The challenge
starts with an array of different Scope 3 emissions
categories (see Figure 1).

Figure 1. Scope 3 categories

Category

Upstream 1. Purchased goods and services
2. Capital goods

3. Fuel- and energy-related
activities not included in Scope
1or Scope 2

4. Upstream transportation and
distribution

Waste generated in operations
Business travel

58

6.

7. Employee commuting
8. Upstream leased assets
9.

Downstream Downstream transportation and

distribution
10. Processing of sold products
11. Use of sold products

12. End-of-life treatment of sold
products

13. Downstream leased assets
14. Franchises

15. Investments

Source: Greenhouse Gas Protocol (GHGP).

Scope 3 includes straightforward items such as the
emissions produced from a company'’s business travel,
which should be relatively easy to measure. Some
items are more difficult to calculate, however, such

as emissions from a company'’s third-party suppliers.
And the 'use of sold products’ category, an attempt at
measuring the energy consumed by the end customer
when they use a company's product, presents a
significant challenge.

A good example is Unilever, one of our portfolio
holdings and a large Scope 3 emitter. Part of the
reason for its high Scope 3 figure is that Unilever
estimates the energy used in heating water every time
you use their Dove shower gel. This clearly involves
estimates such as how long you shower, how hot you
like your shower and how often you shower. A wide
range of outcomes is inevitable.

Given the breadth of underlying assumptions used

in calculating this data, it is only natural to question

its value. Boiling complex issues down into simple
statistics should always come with a health warning -
many small uncertainties multiplied together canyield
significant aggregate uncertainty. Our preference is

to heed the aphorism that ‘all models are wrong - but
some are useful'

Seeking to understand risk and uncertainty is
fundamental to planning for an outlook beyond

our forecasting horizon and is why we also look

for management teams and businesses that have
demonstrated both adaptability and resilience in the
past, and an open-minded attitude to the future.
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Saints Not Sinners

Looking across our portfolio, there are some companies that look bad but actually do good. WEG is a Brazil-
based global manufacturer of electric motors used in products ranging from small kitchen appliances to large

wind turbines.

Source: WEG

WEG began reporting Scope 3 emissions in 2021 and,
on first inspection, their latest (2022) number is eye-
watering: 21.75 million tonnes of CO2 equivalent (see
Figure 2).

Figure 2. WEG emissions (tCO,e/year) 2022

Scope 1 54,864
Scope 2 73,768
Scope 3 21,750,867

Source: WEG integrated annual report 2022

As noted above, Scope 3 emissions include customer
use of all goods and services that a company sells.
Every time you use your washing machine, for
example, you might be powering a WEG electric motor
and thus consuming energy and creating emissions
that fall under Scope 3 for WEG. The company has

told us that 70% of energy consumption involves an
electric motor.

Focusing on Scope 3 emissions ignores the fact

that WEG's products are continually becoming more
efficient and that they may often be replacing a
carbon-intensive combustion engine. Aside from
wind power, WEG is developing products used in solar
energy, gravitational storage projects and electric
vehicle batteries. WEG is not quite the menace to
society that its Scope 3 emissions number implies.
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Emissions Avoided

Clearly, developing a less power-hungry motor for a
washing machine should be treated as a positive for
the world. Proof that WEG is good may come in the
form of Scope 4 emissions data, which estimates
the 'avoided emissions’ of a company'’s projects

and products. It's not compulsory to report Scope 4
figures, but many companies choose to do so. Like
Scope 3, Scope 4 emissions are not easy to calculate,
again involving a number of assumptions about

how often an end product is used. But were WEG to
calculate it, which they are looking into, their Scope
4 emissions would probably offset some, if not all, of
their Scope 1, 2 and 3 emissions.

Another of our portfolio holdings does attempt to
measure its avoided emissions. Voltronic, based in
Taiwan, makes uninterruptible power supply (UPS)
products, photovoltaic (solar) inverters and energy
storage systems. They stress in their sustainability
reports that the products they make are all aimed at
reducing the carbon emissions of their end customers,
through either improved energy efficiency or direct
use of renewable energy.

Voltronic calculates the ‘'emission reduction benefits’
(ERB) of its product sales, which we believe is akin to
Scope 4 avoided emissions. The big caveat when we
look at these numbers is that it's not very clear exactly
how they're calculated. However, the ERB figure for
2022 is greater than Voltronic’'s own total emissions
(Scope 1, 2 and 3). Effectively that means that Voltronic
is already net zero.
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Figure 3. Voltronic emission reduction benefits

The relationship chart of all emission reduction benefits from selling products vs. total carbon emissions in the

value chain:
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Source: Voltronic TCFD Report 2022

Conclusion

At Skerryvore we always look to understand the why,
not just the what. Despite the obvious flaws we've
discussed in the data, analysing Scope 3 and Scope
4 emissions is an instructive exercise. As a starting
point, it should help catch out those companies that
are greenwashing by outsourcing what were once

their own Scope 1and 2 emissions to a third-party
supplier. In the transition to a low-carbon economy, it
also highlights that companies like WEG and Voltronic
are part of the solution, not the problem. And finally,

it might well also encourage some of us to take a cold
shower once in a while!
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Disclaimer

For professional investors only

This document is issued and approved by BennBridge Ltd
("“BennBridge”). Effective August 1, 2024, following regulatory
approval, from the UK'’s Financial Conduct Authority, BennBridge
became a wholly owned subsidiary of Skerryvore AM LLP
(“Skerryvore”). Collectively, BennBridge and Skerryvore are referred
herein as the Investment Manger or Firm. The Firm is based at 45
Charlotte Square, Edinburgh EH2 4HQ in the United Kingdom. The
registered office of the Firm is Windsor House, Station Court, Station
Road, Great Shelford, Cambridge CB22 5NE.

Skerryvore Asset Management, the new trading name of BennBridge,
is an investment manager authorised and regulated by the Financial
Conduct Authority in the UK and is registered as an investment
adviser with the US Securities and Exchange Commission ("SEC").

This material is provided as a general overview of the Firm, our
processes, and our investment capabilities. It has been provided for
informational purposes only. It does not constitute or form part of any
offer to issue or sell, or any solicitation of any offer to subscribe or to
purchase, shares, units or other interests in investments that may be
referred to herein and must not be construed as investment or
financial product advice. BennBridge has not considered any reader's
financial situation, objective or needs in providing the relevant
information.

Any projections, market outlooks or estimates contained in this
document constitute forward looking statements and are based on
certain assumptions and subject to certain known and unknown risks.
Accordingly, such forward looking statements should not be relied
upon as being indicative of future performance or events. The
information provided in this document relating to specific
companies/securities should not be considered a recommendation to
buy or sell any particular company/security.

Past performance does not predict future returns. Potential investors
in Emerging markets should be aware that investments in these
markets can involve a higher degree of risk. Any investment should be
viewed as medium to long term and should only be made by those
persons who could sustain a loss on their investment. It should not
constitute a substantial portion of an investment portfolio and may
not be appropriate for all investors. The value of investments and the
income from them may go down as well as up and may be subject

to sudden and large falls in value. An investor may lose their entire
investment.

The views and opinions contained herein are those of the Skerryvore
investment team. BennBridge will not assume any liability for any loss
or damage of any kind arising directly or indirectly by using the
information provided.

This document may not be reproduced or distributed by the recipient,
in whole or part, except that this document may be provided to the
recipient’s advisers in connection with an evaluation of a potential
investment.

The distribution of this document and the offering or purchase of
interests in strategies or funds managed by BennBridge may be
restricted in certain jurisdictions. No person receiving a copy of
this document in any such jurisdiction may treat this document

as constituting marketing or an invitation to them to subscribe for
interests in a BennBridge fund or otherwise make an investment.
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It is the responsibility of any persons in possession of this document,
including individuals who may be employed by or a consultant to the
recipient, to inform themselves of, and to observe, all applicable laws
and regulations of any relevant jurisdiction. If any recipient, including
individuals, is or becomes aware that the receipt of this document

by them contravenes any law or regulation, they must destroy it or
return it to BennBridge immediately. Prospective investors should
inform themselves as to the legal requirements of so applying and any
applicable exchange control regulations and taxes in the countries of
their respective citizenship, residence, or domicile.

Telephone calls may be recorded for training and monitoring
purposes.

RISK FACTORS

= Capitalis at risk and there is no guarantee any investment will
achieve its objective. Investors should make sure their attitude
towards risk is aligned with the risk profile of their investment,
however made.

= Past performance does not predict future returns. 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.

= Currency exposure is not hedged.

= Equity prices fluctuate daily, based on many factors including
general, economic, industry or company news. In difficult market
conditions, BennBridge may not be able to sell a security for full
value or at all. This could affect performance of an investment and
with regards to an investment made via a fund, could cause the
fund to defer or suspend redemptions of its shares.

= Investments in Emerging markets can involve a higher degree
of risk.

FOR INVESTORS RESIDING IN THE UNITED
KINGDOM OR THE EUROPEAN ECONOMIC
AREA

In the United Kingdom this document is only available to professional
investors meeting the criteria for Professional Clients set out in COBS
3.5 of the Conduct of Business Sourcebook in the Financial Conduct
Authority’s Handbook of rules and guidance.

Although the information in this document is believed to be materially
correct as at the date of issue, no representation or warranty, express
orimplied, is given as to the accuracy, reliability, or completeness

of any of the information provided as at the date of issue or at any
future date. Certain information included in this document is based
on information obtained from third-party sources considered to be
reliable. Any projections or analysis provided to assist the recipient

of this document in evaluating the matters described herein may

be based on subjective assessments and assumptions and may

use one among many alternative methodologies that produce
different results. Accordingly, any projections or analysis should not
be viewed as factual and should not be relied upon as an accurate
prediction of future results. Furthermore, to the extent permitted

by law, BennBridge, any BennBridge fund, their affiliates, agents,
service providers and professional advisers assume no liability or
responsibility and owe no duty of care for any consequences of any
person acting or refraining to act in reliance on the information
contained in this document or for any decision based on it.
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Disclaimer

FOR INVESTORS RESIDING IN AUSTRALIA OR
NEW ZEALAND

This information is issued and approved by Bennelong Funds
Management Ltd (ABN 39 111 214 085, AFSL 296806) ("BFML").

BFML has appointed BennBridge Ltd (“BennBridge”) as the
investment manager, which is authorised and regulated by the UK's
Financial Conduct Authority (with Firm Reference Number 769109).
BennBridge is a Corporate Authorised Representative of BFML (AFSL
Representative No. 1281639). All regulated activity relating to portfolio
management, including the execution of trades, takes place within
BennBridge as the regulated entity.

This is general information only, and does not constitute financial, tax
or legal advice or an offer or solicitation to enter into any investment
management agreement with BFML or subscribe for units in any fund
of which BFML is the Trustee or Responsible Entity (Bennelong Fund).
This information has been prepared without taking account

of your objectives, financial situation or needs. Before acting on

the information or deciding whether to enter into an agreement,
acquire or hold a product, you should consider the appropriateness of
the information based on your own objectives, financial situation or
needs or consult a professional adviser. For any Bennelong Fund, you
should also consider the relevant Information Memorandum

(IM) and or Product Disclosure Statement (PDS) which is available

on the BFML website, bennelongfunds.com, or by phoning 1800

895 388 (AU) or 0800 442 304 (NZ). Information about the Target
Market Determinations (TMDs) for the BFML funds is available on the
BFML website. BFML may receive management and or performance
fees from the BFML Funds, details of which are also set out in the
current IM and or PDS. BFML and the BFML Funds, their affiliates

and associates accept no liability for any inaccurate, incomplete,

or omitted information of any kind or any losses or damage caused by
using this information. All investments carry risks. There can

be no assurance that any investment or BFML fund will achieve its
targeted rate of return and no guarantee against loss resulting from
such investment. Past performance does not predict future returns.
Information is current as at the date of this document.
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Contacts

SKERRYVORE

45 Charlotte Square, Edinburgh EH2 4HQ
clients@skerryvoream.com

lan Tabberer
Portfolio Manager

lan.Tabberer@skerryvoream.com
+44 (0) 131202 3074

Sarah Monaco

Investment Director
Sarah.Monaco®@skerryvoream.com
+44 (0) 131202 3086

BFM GROUP

BENNBRIDGE
108-110 Jermyn Street, London SW1Y 6EE

IR@bennbridge.com

BENNELONG - AUSTRALIA
Level 26, 20 Bond Street, Sydney NSW 2000

Bennelong House, 9 Queen Street
Melbourne VIC 3000

Level 37, Riparian Plaza
71Eagle Street, Brisbane QLD 4000

Level 1, 81 Stirling Highway
Nedlands, Perth WA 6009
client.experience@bennelongfunds.com
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Tel: +44(0) 131 202 3070
Email: clients@skerryvoream.com
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