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LETTER FROM MANAGEMENT

Dear Investors and Stakeholders,

In the following pages, we are delighted to present Chenavari's 2023 Sustainability Report,
marking an important milestone as we commemorate our 15th year of operations. Since
inception, Chenavari has been at the forefront of pioneering alternative fixed income solutions
in the European markets. Our journey over the past decade and a half has been defined by
unwavering dedication to deliver financial innovation in a way that does not contravene our
responsibility to our investors and the planet.

Over the past three years, our commitment to responsible investing and sustainable finance
has gone beyond mere adherence to industry norms; it encapsulates a deep-seated belief that
our actions today shape the world of tomorrow. Throughout this report, we reflect on the
initiatives, progress, and challenges encountered on our sustainability journey, highlighting the
strides made in aligning our investment operations with environmental, social, and governance
(ESG) considerations.

In an era marked by evolving ESG expectations, Chenavari is working on dedicated investment
strategies seeking to finance the decarbonisation of the real economy around corporates and
real assets. This strategic move represents a pivotal moment in our journey, where we extend
our impact beyond traditional credit markets to actively contribute to a low-carbon future.
Through these innovative strategies, we aim not only at meeting the evolving needs of our
clients, but also to align our mission as a credit investor with the imperative of addressing
climate change.

As we look back on 15 years of operations, we express our gratitude to our clients, partners,
employees and other stakeholders for their trust and collaboration. The journey thus far has
been transformative, and we are excited to continue navigating the evolving investment
landscape in the years ahead.

Looking forward, Chenavari's commitment remains to drive innovation and promote
sustainable growth in alternative fixed income markets (both on tradable and private markets)
and contribute meaningfully to the global community.

Sincerely,

Loic Fery

Loic Fery
CEO & CO-CIO

“Our commitment remains to drive
innovation and promote
sustainable growth in alternative
fixed income markets (both on
tradable and private markets) and
contribute meaningfully to the
global community.”
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CHENAVARI

Chenavari is an alternative investment firm focused on
European Markets. The Firm manages c. $4.7bn of assets for
institutional investors across funds and customised mandates.
Its team of 81 professionals brings experience across credit,
structured finance, and private debt.

Founded in 2008, the Firm is largely owned by partners and
senior employees. The Chenavari senior investment team has
an average of 27.5 years of experience with a focus on
delivering consistent risk-adjusted absolute returns to
investors across market cycles. With more than 15
nationalities and languages spoken within the Firm, Chenavari
is a diverse and open-minded working environment,
challenging investment ideas from different perspectives.

Chenavari's success lies in the synergy between the quality of
its investment decisions and the expertise of its people, with a
commitment to excellence as well as a dynamic and
collaborative culture.

*All figures as at 29 September 2023
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ESG STRATEGY

(ﬁ- Vision

Chenavari believes that ESG considerations will increasingly

drive economies and markets, with global societal issues and
concerns such as climate change ushering in a new era for
responsible investment and corporate social responsibility.

In keeping with the Firm's investment philosophy of navigating
alpha-generating investment opportunities while dynamically
managing risks, Chenavari recognises ESG as a consideration for
its investment decisions.

*D' ESG integration

Since the launch of Chenavari's inaugural Sustainability report,
the Firm has improved its approach to integrating ESG principles
across its diverse products and investment strategies. As an
example, the Firm launched its first Article 8 Fund, aimed at
promoting environmental and social objectives. For the
Leveraged Finance platform, where data availability continues to
be a key issue, the Firm has enhanced its internal ESG rating
system to increase modularity of KPIs among individual
borrowers in various sectors.

The Firm aims to provide Chenavari's investment professionals
with a range of tools to identify risks and opportunities that
might otherwise remain undiscovered without the analysis of
specific ESG data and broad ESG trends. Chenavari approaches
ESG integration with a growth mindset and, accordingly, refines
its processes in this area.

- L
EHE New decarbonisation strategy

A key highlight of this year's report is the launch of the Firm's
Real Estate Decarbonisation Strategy, financing either the
renovation or refurbishment of commercial buildings to enhance
their carbon and energy intensity profile or new developments
with a best-in-class environmental profile.

By participating in the transformation of the commercial real
estate sector, Chenavari supports environmental stewardship,
economic resilience, and the transition to a carbon-neutral
future.

ﬁ Corporate responsibility

Corporate responsibility at Chenavari is not just a commitment
but an important and guiding principle embedded in the Firm's
organisational culture. Chenavari sees responsible business
practices as integral to sustained success and meaningful
impact.

Over the years, Chenavari's firm-wide initiatives have evolved
and currently span across multiple areas such as promoting an
ESG-aware culture, encouraging a diverse and inclusive
workplace, supporting philanthropic initiatives, or utilising
carbon offsets for projects that protect and preserve natural
capital assets.

Through strategic partnerships and ongoing collaboration with
various stakeholders, Chenavari contributes to a more
sustainable future, solidifying its role as a responsible corporate
citizen.

22 Supporting industry standards

Chenavari has been a signatory of the United Nations-supported
Principles for Responsible Investment (PRI) since 2021. The
Principles, which are voluntary, aim to provide a framework for
integrating ESG considerations into investment decision-making
and ownership practices. Visit www.unpri.org for more details.

In January 2022, Chenavari became a member of the European
Leveraged Finance Association (ELFA), with Chenavari's Head of
ESG joining ELFA's ESG Committee and more recently,
Chenavari's HR Manager also joining ELFA's Diversity & Inclusion
Committee. ELFA is a trade association comprised of European
leveraged finance investors of over 55 institutional fixed income
managers and works to support a more transparent, resilient,
and sustainable European leveraged finance market. Visit
www.elfainvestors.com for more details.

Recognising the need for more convergence on data disclosures
in the private credit space, Chenavari contributed to the
development of the ESG Interactive Disclosure Project (IDP)
template. The ESG IDP template is a harmonised and
standardised means for borrowers to report ESG information to
their lenders. Visit https://www.esgidp.org for more details.
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CHENAVARI'S SUSTAINABILITY JOURNEY

Chenavari continues its journey towards embracing more responsible investment and
Corporate Social Responsibility (CSR) practices. The Firm remains committed to a rigorous
process of refining existing analytical frameworks while concurrently charting new territory
in the integration of ESG factors, especially for more intricate investment strategies.
Simultaneously, Chenavari is incubating novel strategies where sustainability principles are
seamlessly woven into the fabric of investment decision-making processes. This
multifaceted commitment underscores the Firm's proactive stance in aligning financial

success with ethical, environmental, and social responsibility.
— Vlad-Radu Mitroi, CFA

the UN PRI
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RESPONSIBLE INVESTMENT APPROACH

Chenavari operates across the spectrum of responsible investment activities, from instituting ESG exclusions and embedding ESG
considerations in the investment management process to promoting ESG best practices via industry bodies, monitoring its exposure to

sustainable finance instruments, and designing strategies with a positive impact thesis.

Negative screening policy

Chenavari adopted exclusion principles for controversial products (i.e. thermal coal mining and energy
generation, controversial weapons, tobacco manufacturing) as well as for controversial behaviors such as
the violation of global norms and standards.

In Practice

Chenavari maintains a list of excluded securities that are restricted for trading. The list is updated at least on an

annual basis.

Integration of ESG factors

Analysing issuers on both financial and non-financial characteristics, including ESG factors or criteria, to
identify material sustainability risks or opportunities.

In Practice

&

Chenavari investment professionals apply their investment discretion in analysing issuers on financial and non-
financial characteristics, including ESG factors or criteria, to identify risks or opportunities which may impair or
enhance the issuer’s ability to service its debt obligations. For example, for the Leveraged Finance strategy, ESG due
diligence is emphasised in the pre-investment due diligence phase, with investment professionals utilising various
research sources including company presentations and filings, together with issuance documentation to understand
potential ESG risks or opportunities. The ESG research process may also include assessing the overall suitability of

an issuer based on an ESG score provided by a recognised ESG data provider.

Collaborative Engagement

Working with management and/or industry bodies to define value-creating ESG measures.

In Practice

Chenavari actively collaborates on shaping and promoting responsible investment best practices within the

European leveraged finance market through its dedicated involvementin ELFA.

Sustainable Finance

Monitoring the nascent sustainable finance market and having an active role in further developing market
standards or the issuance of green, social, sustainable, and sustainability-linked finance instruments.

o In Practice
Monitor exposure to green, social, sustainability-linked loans and bonds and participate in various industry initiatives

around sustainable finance.

Impact Investing

Developing impact private credit strategies driving the decarbonisation of the real economy.

o In Practice
Support projects and initiatives that not only promote economic growth but also play a pivotal role in reducing

carbon footprints across various industries, including real estate.

CHENAVARI
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ESG IN INVESTMENTS

The following are examples of how Chenavari is making progress in integrating ESG across various investment strategies.

European Banks' Deleveraging and Specialty Finance Strategy

Strategy Description

The Strategy seeks consistent risk-adjusted returns through
opportunities arising from European banks' deleveraging and
their retrenchment from new origination in specialty finance
businesses with the following sub-strategies:

ACredit Risk Sharing (CRS): Capital relief transactions
referencing banks' core performing loan portfolios

APortfolio Acquisitions: Acquisitions of performing and/or

reperforming credit portfolios from banks

ASpecialty Finance: Financing of newly originated loans

through warehouse investments, forward flow agreements,
and secured financing to specialty finance lenders

Sustainability in Practice

The Strategy's Credit Risk Sharing and Portfolio Acquisition
sub-strategies support credit creation in the real economy
by providing capital relief to banks with a good sustainability
profile and strong underwriting policies.

The Specialty Finance sub-strategy promotes social
inclusion and access to finance by supporting consumer-
facing institutions who uphold responsible lending practices.

ESG Exclusions: Yes

EU SFDR Regulation: Article 8 Fund included in the
strategy

Example of Sustainability-Linked Loan

With the support of Chenavari, a consumer finance company
was able to establish an ESG Policy within 6 months of
transaction closing. This commitment has been formalised via a
sustainability-linked loan structure featuring:

1) A stop purchase trigger linked to ESG policy creation within
6 months, and

2) A margin reduction linked to a policy and implementation
approval by Chenavari

A breach of these conditions would effectively lead to an early
run-off of the loan facility.

e Integration of ESG Factors

ESG Approach

Chenavari's ESG analysis for the Strategy is based on four key pillars:

o ESG Controversy Scan

Chenavari screens out Originators/Counterparties that demonstrate
breaches of environmental laws and/or social norms, or that exhibit
poor governance practices.

ESG integration is emphasised in the pre-investment due diligence
phase and Investment Committee approval process, with
integration of ESG factors on two distinct levels:

AlLevel 1: ESG profile of the Originator/Counterparty

AlLevel 2: ESG assessment of the underlying portfolio

Engagement

Chenavari is involved in engagement and dialogue to encourage
lenders to adopt ESG programmes.

Chenavari has engaged with a mortgage provider to enhance:
capture and reporting of energy performance certificates and:

contributing to more energy-efficient practices within their:
mortgage portfolio. I

1

|

|

|

:carbon emissions data during the loan origination process,!
|

1

|

|

|

Sustainable Finance Instruments

Chenavari supports the nascent sustainable finance market and
the development of market standards for the issuance of green,
social, sustainable, and sustainability-linked loans.

Introducing sustainability-related targets into debt instruments
creates the opportunity for the strategy to play a much more active
role in supporting the sustainability profile of its counterparts.

Source: Unsplash



ESG IN INVESTMENTS

The following are examples of how Chenavari is making progress in integrating ESG across various investment strategies.

Leveraged Finance Strategy - Enhanced ESG Approach

With ¢. US$2.5 bn (September 2023) of assets managed, Chenavari's Leveraged Finance strategy is characterised by strict credit and pricing

discipline whilst building conservative portfolios of senior secured European Leveraged Loans. As ESG integration practices have improved in

the European leveraged finance space, disclosure challenges have also increased in terms of availability and consistency of ESG data’.

ESG Rating Model 2.0

In response to such challenges, Chenavari enhanced its data collection efforts and refined its proprietary leveraged finance ESG rating system

to define material ESG KPIs across different industry segments, enabling modularity for each borrower in the investment process.

Figure 1: Upgrades to Principal Components of Chenavari's Leveraged Finance ESG Strategy
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The following diagram illustrates the end-to-end ESG materiality assessment of Chenavari tailored for a specific sector.

Figure 2: Application of Chenavari's Borrower ESG Materiality Analysis for a Chemical Borrower

Analyst Inputs NACE Code in System

NACE 20.14: Manufacture of Other
Organic Basic Chemicals

_________________________________

| System includes 615 NACE sector
| codes grouped in 16 combinations of E,
' S, G weights.

TEuropean Leveraged Finance Association Issue # 22 - ESG Data Collection: Current deficits and how these can be addressed
2 Moody's Analytics White Paper - ESG Score Predictor: Applying a Quantitative Approach for Expanding Company Coverage

Weights Across E, S, G Buckets

N E
s

30%

"/

Relevant KPIs for NACE 20.14

10 Environmental KPls o

4 Social KPls @
5 Governance KPIs @

company specific sustainability risks in the investment decision-making process.”

The split between E, S, G weights is
different by sector of activity. For
instance, Healthcare has a higher

weight in 'S' (60%) while Financials

has a higher weight in ‘G’ (50%).

_____________________________

,__________

KPls also differ depending on the
sector code and have pro-rata
weights in the calculation. As such,
there would be a different set of
KPIs for Healthcare and Financials.

_____________________________

,_________—

“Chenavari’s proprietary ESG rating system for leveraged finance allows us to systematically incorporate sector and

— Claude May

Senior Investment Analyst, Leveraged Finance
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ESG STRATEGIES IN THE PIPELINE

The following are examples of how Chenavari is making progress in integrating ESG across various investment strategies.

Real Estate Decarbonisation Strategy

Strategy Description

The Real Estate Decarbonisation Strategy aims to finance
the decarbonisation and energy efficiency of tertiary
commercial real estate in the main cities of Europe, with a

focus on France.

The Strategy will also have a particular focus on
accelerating the transition to carbon neutrality by financing
operations such as renovations and restructuring, which
would ultimately transform the ‘brown discount’ embedded
in energy-intensive real estate assets into ‘green value'
derived from better energy and environmental performance.

The strategy also finances new zero carbon buildings.

Target label: LuxFlag ESG 6

Value-Add Focus in the French Buildings Sector

Financing Brown-to-Green Assets

GREEN VALUE - E
CHENAVARI

REFURBISHMENT

|

RESTRUCTURING

DEVELOPMENT

- 4

BROWN DISCOUNT

3 )

Brown Discount = decrease in the value of energy-intensive buildings
Green Value = increase in value of buildings from energy efficiency
Source: Chenavari. For illustrative purposes only.

Chenavari demonstrates its commitment towards the European Union's (EU) target of transitioning towards a carbon-neutral building sector

by 2050 primarily through value-add operations in the commercial real estate sector in France.

CARBON RISK REAL ESTATE MONITOR

Chenavari leverages the CRREM tool to comprehensively assess
energy and carbon intensity associated with its strategy,
thereby allowing proactive management of carbon risk and
aligning it with the EU's climate goals.

Carbon l
intensity & Trajectory to achieve Net Zero Carbon

Initial

Retrofit1
Post-restructuring

Stranded asset
Retrofit 2 Environmental |
@ obsolescence
Target Emissions in line with Net Zero
T T T I
2023 2025 2040 2050

Source: CRREM and Chenavari. For illustrative purposes only.

TJLL UK Study — May 2022 - Decarbonizing cities and real estate

Real estate comprises 40% of global CO2 emissions on average and
more than 60% in major cities such as Paris. By 2050, 70% to 80%
of the buildings will have already been built before 2012 and hence,
the importance of rebalancing efforts towards renovations.

To achieve EU decarbonisation targets, new zero carbon assets
must be developed, and the rate of renovations for existing real
estate must exceed 3% per year compared with 1% today".

for greening assets to align with EU carbon neutrality goals.”

The Strategy aims to contribute to this goal by focusing on projects
with a significant capex programme and on assets for commercial
use (i.e., offices, shops, hotels, business premises, logistics, etc.)
mainly in France, especially Paris and its suburbs.

“Our commitment lies in mitigating the environmental impact of the French buildings sector as we offer tailored financing

— Gilles Castiel & Alix Baret
Portfolio Managers, Chenavari AM
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CORPORATE RESPONSIBILITY

At Chenavari, teams are driven by a shared
passion for excellence, adapting to meet the
challenges of a rapidly changing investment
landscape while maintaining a strong sense of
purpose and commitment to stakeholders.

Key Measures to Build an ESG-
Aware Culture

Chenavari's mission extends beyond delivering
investment results; it also involves cultivating
a fundamental sense of ESG awareness among
its staff through targeted initiatives.

For instance, the Firm has implemented a
series of training programmes, ensuring that
teams are well-versed with ESG
considerations. Additionally, the Firm has
launched a payroll giving scheme in
collaboration with a technology partner. The
scheme enables staff to seamlessly contribute
to one or more charitable initiatives out of
more than 160,000 UK-registered charities, with
donations being matched by the Firm on a one-
to-one basis.

Carbon Offset Project

Each year, Chenavari engages in carbon offset
initiatives as part of its broader commitment to
environmental sustainability. That said, the
Firm works towards reducing its carbon
footprint and contributing to global efforts to
combat climate change.

Diversity, Equity & Inclusion

Chenavari is committed to encouraging
diversity, equity, and inclusion among its
workforce. Diversity means valuing an
individual's right to identify with race, colour,
gender, age, religious belief, ethnicity, cultural
and educational background, marital or family
status, and sexual orientation as well as their
experiences, skills and capabilities.
Chenavari's Diversity and Inclusion Policyis
available at this link.

The Firm continues to explore innovative
solutions and collaborates with stakeholders
to make meaningful contributions to a more
inclusive future.

11

“Diversity and innovation
drive our culture towards
creating an inclusive and
socially responsible

workplace.”

— Sandrine Streeter

HR Manager

Cvanan


https://www.chenavari.com/wp-content/uploads/2023/07/Chenavari-Diversity-Inclusion-Policy-May-2021.pdf

KEY MEASURES TO BUILD AN ESG-AWARE CULTURE

Responsible investment is continuously evolving, driven by the research and insight that fuel new discussions. Chenavari acknowledges this

dynamic and invests in the education and upskilling of the Firm's staff on matters pertaining to responsible investment, as well as broader
ESG considerations.

In addition to annual responsible investment training, the Firm makes use of an internal ESG Knowledge Hub.

The ESG Knowledge Hub is a digital gateway into the world of
responsible investment. The Hub is continually updated with the most up
to date insights, regulatory initiatives, as well as the latest thinking in
the field of ESG investing. Chenavari staff can access curated content
through a series of third party thought pieces, videos, podcasts and
more. The Hub also includes a firm-wide discussion board where

Chenavari staff can join the discussion and share interesting materials Welcome to the ESG

7 Get starte& ) In Focus -
I
with their colleagues. Knowledge Hub! with ESG Topics du

LEARN MORE - Investing Jour

The ESG Knowledge Hub is your gateway into the world of
responsible investment

all

Chenavari has established a partnership with GiveAll, a fully automated and
commission-free donation platform, to introduce a Payroll Giving Scheme.
Through this initiative, Chenavari's employees can allocate a portion of their
salaries on a tax-free, commission-free basis to support charitable causes of
their choice and in return, the Firm matches their gross contributions on a
one-to-one basis.

seousoRA swar REGSTER | SURTAMROL  SUeRORT
SUBBCRETION FuNCRuENG CHaRTY G u

Descriptions Employee Employer

e Tre—E—p—

ey Aassur. Orece e TS|

Transfer to charity £50.00 £50.00

# Transfer to charity £20.00 £20.00

- m o Total transferred to

#ﬂ, #Q #Q [ cose |

£140.00

For illustrative purposes only.
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CARBON OFFSET PROJECT

Chenavari has entered into a partnership with a climate action platform to help offset

carbon emissions from Chenavari staff flights.

Rimba Raya REDD+ Forest Protection: Reducing Indonesia's emissions by preserving

tropical peat swamp forest

The Rimba Raya Biodiversity Project (Rimba Raya), located in Borneo, Indonesia, is one of
the world's largest initiatives to protect and preserve tropical lowland peat swamp forests
from conversion into palm oil plantations. This endangered ecosystem is home to many
endangered and threatened plant and animal species, including the beloved Bornean
Orangutan (Pongo pygmaeus). The project also protects the adjacent world-renowned
Tanjung Puting National Park by creating a physical buffer zone on its eastern border.
Rimba Raya generates carbon credits from a vast area, with the balance of the project
area serving as buffer zones surrounding the carbon accounting area. This conservation of
Rimba Raya is expected to reduce and avoid emissions of hundreds of millions of tonnes of
carbon dioxide equivalent (CO2e). Rimba Raya was developed by InfiniteEARTH Limited in
2009. Since then, it has made a name for itself as one of the world’s premier carbon credit
projects. It was the first validated REDD+ project under the Verified Carbon Standard (VCS)
and the first project to receive the “triple-gold” validation under the Climate, Community
and Biodiversity Standard (CCB). It was also the world's first REDD+ project to be validated
and verified under the Sustainable Development Verified Impact Standard for its
contributions to all 17 United Nations' Sustainable Development Goals. These SDG
contributions solidify Rimba Raya's success not only in reducing and avoiding GHG
emissions, but also in providing direct and quantifiable benefits to its local communities

and environment.




DIVERSITY, EQUITY & INCLUSION AT CHENAVARI

Fernanda — Could you share some insights on how diversity is
viewed at Chenavari, Cecile?

Cecile — Diversity is always encouraged at Chenavari. We believe that a
diverse range of perspectives enriches decision-making, encouraging
higher performance, creativity, and innovation. Our commitment
extends beyond mere compliance - it's an important part of the Firm’s
culture with employees from various nationalities and offices both in
Europe and Tunisia. We've formalised this through our Diversity and
Inclusion Policy, which ensures that diversity is not just a statement

but embodied in our workplace.

Cecile

to the

Fernanda - The #10000Blackinterns Initiative is a significant step
forward for the Firm as it provides underrepresented students with the
opportunity to gain valuable exposure to the investment management
industry. By constantly expanding the number of universities covered in
our recruitment process, we're also working to broaden our reach and
create a more welcoming space for talent from diverse backgrounds.

Cecile — Chenavari has started a mentorship programme. Could

you elaborate on how this contributes to the promotion of DEI?

the

14

of the

Fernanda - How do you see the DEI initiatives at Chenavari

evolving in the future?

Cecile — We aim to gear up for new initiatives in 2024. Externally,
we're engaging with the Diversity & Inclusion Committee of the
European Leveraged Finance Association (ELFA) through the
membership of Sandrine Streeter, our HR Manager. We have also
formed a dynamic DElI Committee within Chenavari comprising
team members who contribute constructive insights and ensure

that diverse opinions | lur success- culture.
The Committee is to be with
that from all in the . For
the
to our DEI efforts as been an of
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