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As our planet and societies face unprecedented Wh a.t S I n S I d e

environmental and social challenges, we see private
equity as a force for good. At Palatine, we recognise
WKDW FOLPDWH FKDQJH LV WKH PRVW VLIQL{;FDQW WKUHDW WR WKH
future of our planet and that its impacts are materially
felt across our portfolio, whether through acute physical

risks or the broader transition to a low-carbon economy. Introduction
Climate-related risks present both challenges and Governance
Strategy

opportunities, and our response is a vital part of building
UHVLOLHQW EXVLQHVVHVY DQG IXWXUH SURR¢{QJ YDOXH 2Ridk Management
climate action is continually assessed and evolving Metrics and Targets
to ensure our approach remains ambitious, credible, Conclusion
and aligned with leading practice. This TCFD-aligned
GLVFORVXUH UHAHFWV RXU LQWHJUDWHG DSSURDFK WR ULVN
management, the pursuit of long-term resilience, and the
Important action as a responsible investor driving positive
change in the transition to a net-zero economy.
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INTRODUCTION

2XU SKLORVRSK\ FHQWUHY RQ GULYLQJ SRVLWLY
portfolio by scaling businesses sustainably to create long-term value

and positive impact on society, the environment, and the economy.

For over 15 years, we have embedded responsible investment

DW WKH KHDUW RI RXU FXOWXUH 7KLV FRPPLWP
‘positive equity,’ is a core aspect of our approach and is articulated

in our Investment Code, guiding us to deliver sustainable growth and

optimal returns for our investors.

‘H UHFRJQLVH WKDW FOLPDWH FKDQJH SRVHV D
potential material impacts on our portfolio from both physical risks

and the transition to a low-carbon economy. As responsible investors,

we are actively advancing our approach to identify, manage, and

mitigate these risks through our sustainability strategy. Aligned with

WKH 3DULV $JUHHPHQW RXU HfRUWV VXSSRUW \
economy while reinforcing our commitment to sustainable growth and
responsible investment.

Our funds

We invest from two private equity funds, with a strategy focused
around ESG, value enhancement and building strong relationships.
We also have a Growth Credit fund, which shares our mission

of being a force for good and enhances our ability to support an
increasingly important part of the economy.

Sustainable Returns: 2 XU % X\RXW )XQG LQYHVWYV LQ
dynamic and visionary management teams looking

to drive their business through their next phase of

sustainable growth.

Returns with Purpose: 2XU SLRQHHULQJ ,PSDFW
Fund invests in commercially driven businesses

with a mission to positively impact on society or

the environment.

i 2

Regional Focus: 2XU *URZWK &UHGLW )XQG VHHNYV
to level-up the growth credit market across the UK

regions by supporting maturing, high-growth tech

companies in those regions.



Purpose of the report

7KLV UHSRUW UHD"UPV 3DODWLQHYV FRQWLQXHG O H D 1985 (PR & 2083 pRd cestHydY 8359y N v

our second disclosure aligned with TCFD. It provides an updated
overview of our approach to identifying, assessing, and managing
climate-related risks and opportunities, with a focus on their relevance
to potential investments, existing portfolio companies, and our internal
climate strategy.

The scope remains focused on our private equity funds, enabling a
targeted approach to embedding climate considerations within these

NH\ DUHDV RI RXU EXVLQHVV 2XU PHWKRGRORJ\ LV JUNEWQARGET: E@bdMaiLReCpdsitive principles

governance and emphasises raising both internal and external climate
awareness.

With this report, we aim to enhance transparency around how climate
factors inform our decision-making and operations, supporting long-
term resilience and sustainable growth. We also report on our progress
against science-based targets, reinforcing accountability as we work
towards meaningful emissions reductions. Future reports will continue
to deepen insights into the climate impact of our investments and our
alignment with broader sustainability goals.

Sustainability strategy and climate commitment

Importance of climate risks and opportunities to Palatine and

Target 1: Evaluate and commit to a science-based ) )
private equity

Q ZH VXEPLWWW® RXKWH % LHQFH %DVHG Climate risk is a critical factor in our investment strategy and portfolio
7DUJHWYV LQLWLDWLYH 6%7L DQG UHFHLY H 2039l A\ 1ererierdne [Ruegjhalf of this decisive decade for

WDUJHW LQ 0D\ UHDG PRUH RQ SDJH odifpate petioy the path to 2030 will determine whether we can achieve
our ongoing commitment to continuous improvement ORQJ WHUP FOLPDWH VWDELOLW\ 2XU DSSURDFK IF

and growth, we have established a new nature across our investments while supporting the transition to a low-carbon
focused target to drive action in this increasingly IXWXUH . %\ LQWHJU D_\_NLQJ FOLP DWH_ FRQVLGHUDWL]
LPSRUWDQW DUHD process, we aim to enhance due diligence, better manage risk and

unlock opportunities for sustainable value creation aligning with our

; : _ commitment to responsible investing and long-term sustainable growth.
across the investment lifecycle and fully align

with the Taskforce on Nature-related Financial

Disclosures (TNFD) framework by 2030. “We will consider climate related matters

in our investment strategy and support our
portfolio companies to actively monitor
Target 2: Achieve net zero operations by 2028. and manage their climate change risks and

We are still working on this. In 2024, 95% of the impacts.
HOHFWULFLW\ XVHG LQ RXU WKUHH R"FHVY ZDV UHQHZDEOHI
up from 76% in 2023.

Palatine PE supports the United Nations’
Sustainable Development Goals, and

2XU VXVWDLQDELOLW\ VWUDWHI\ LV EXLOW DURXQG WKUHH FRUH WKHPHYVY &OLPDWH we relate our work, and that of our

and Nature, Inclusion and Diversity, and Wellbeing and Engagement,
each with strategic goals. These are reviewed annually, and steer
Palatine and our portfolio towards making improvements in ESG.
Relevant to this report, we will explore the Climate and Nature targets
and provide a progress update.

7KHVH FRPPLWPHQWV UHAHFW RXU EURDGHU JRDO RI %%Qs%%ﬁr%%ﬁ‘(ﬁ}ére%r%,tw&é_bl

transition to a low-carbon economy, while supporting the resilience and
growth of our portfolio companies.

1.

Target 3: 100% of portfolio companies to have set an portfolio, to them where there are strong
SBT by 2032. contributions and outcomes aligned to the
This is a new target for 2025. Whilst we understand aims of the goals.

WKDW FDUERQ RifVHWWLQJ KDV D UROH WR SOD\ LQ KH WUDQVLWLRQ
PR Teo GRang Sissons an Semgfg\)/j%;ﬁc{atg% We believe this will bring the goals to the
SUHYLRXV RTVHWWLQJ WDUJHW 2XU LQWH U atterionuo§ Raw brsiness audiences.”
60% portfolio coverage. To date, we have achieved 3%
progress, with two additional portfolio companies — Morro
and Papilo — currently in the process of setting science-
based targets. To support further uptake, we have
GHYHORSHG WKH 3DODWLQH 6%7L 3OD\ERRN UHDG PRUH RQ
SDJH SURYLGLQJ SUDFWLFDO JXLGDQFH WR KHOS FRPSDQLHYV
move towards setting validated decarbonisation targets.

Palatine Investment Code

'H¢eQHG DV EHLQJ EDFNHG EN D UHQHZDEOH HQHUJ\ FHUWL,FDWH RU 5(*2



Governance



BOARD OVERSIGHT The Senior Sustainability Diigctor leads the sustaina}bility.team, which
is made up of the Sustainability Manager and Sustainability Executive
7KH %RDUG SOD\V D FULWLFDO UROH LQ RYHUYVH &hd QikkctlyQdpBriz W tthe PrahMéWNIBEINAdiIndPPArtrie D Thig Wad& sthip

Climate issues are embedded within Palatine’s broader investment structure ensures consistent dialogue across the business, with
philosophy and governance structures, ensuring they are considered at climate issues being regularly communicated at both operational and
the highest levels of decision-making. governance levels. The team is responsible for delivering ESG due

At the highest governance level, Palatine’s Impact Managing Partner diligence and baseline assessments, annual ESG and climate reporting,

VLWV RQ WKH %RDUG DQG KDV GLUHFW RYHUYV L J KPR PHHNIRLANE 1Y IRAeBRAT g gpntinuously
5HIJXODU XSGDWHV DUH SURYLGHG WR WKH % R DB KR 16810 5 AEPIOHISEY QP sy g Pagy iIqjp(nal teams

Director, who manages the Sustainability Team and works closely with ang_ po_rtfoli?_ co:nrf[anie? on sustainability practices, including setting and
all partners across the business. achieving climate targets.

Climate-related policies, including Palatine’s Climate Policy, general

Investment Code, and ESG policy are reviewed annually by the board. Investment and Portfolio Teams

The Group Managing Partner and Senior Sustainability Director sign A high level of oversight on climate matters also exists from the very
Rt RQ WKHVH UHYLHZV HQVXULQJ WKDW 3D ODW leymfiNg &fthe Rik¥iienVpfbseEsVAIHHE way to exit. The investment
continuously aligned with global standards and internal goals. teams work in close collaboration with the Sustainability Team to ensure

7KH %RDUG DOVR DSSURYHV DQ DQQXDO (6* EX G 3N Wi cliEate pajers,are gsgessed and managed throughout the
VSHFL,F SURYLVLRQV IRU FOLPDWH UHODWHG L JEWI{ERYRA: VipytartsiRinEq) gep! sqiagning(deysiengs through

that climate risks and opportunities are regularly assessed and due diligence, investment committee approval, and post-deal portfolio

integrated into both short- and long-term business planning. Senior management.

OHDGHUVKLS WKURXJK %RDUG OHYHO RYHUVLJKWarterly BSE-d&iskithB & bd¥rd/midetingsiensure that climate
DGGUHVVLQJ FOLPDWH LVVXHV DQG VXSSRUWLQ he¥ibrin@nlee i5 EbRXINIoLSE Lmtyritbtdd bntiNneld ith Palathe’s
our science-based targets validation in 2024 and the introduction of a sustainability goals.

formal, internal sustainability strategy in 2022.

Investment Committee

GOVERNANCE STRUCTURE AND MANAGEMENT'S ROLE The Senior Sustainability Director is present at all Investment

Committee meetings, ensuring that climate-related factors are included

in all investment papers and discussed with the Investment Team and
Palatine’s Sustainability Team is directly involved across the entire relevant Managing Partner.

investment lifecycle, from deal structuring to portfolio management
and exit processes. The team serves as a dedicated ESG resource for

Sustainability Team

both Palatine and its portfolio companies, ensuring climate and broader Portfolio Board Oversight
VXVWDLQDELOLW\ FRQFHUQV DUH HIHFWLYHO\ L @YMdid \ddhPpaRi&s dre¥énébiriblld to/nfiidriPaiating’s Gblernance
climate factors are assessed internally, external expertise is also sought structure and commitment to climate matters by appointing a board-

ZKHQ QHFHVVDU\ WR VWUHQJWKHQ RXU VXVWDL QR ESEHMY. ESERPIMEE, which may include climate and carbon

GOVERNANCE STRUCTURE OF CLIMATE-
RELATED ISSUES

Board and Managing Partners

Investment Committee
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Portfolio Management Team

related KPIs, are standard items on quarterly board agenda, ensuring

climate considerations are consistently considered at the highest level

and are aligned with Palatine’s sustainability goals. This structure

HQDEOHVY PDWHULDO FOLPDWH ULVNV WR EH LGHQW
supporting continuous improvement in the sustainability performance of

portfolio companies.



Strategy



As the climate landscape continues to evolve, we recognise the » Temperature rise: Gradual increases in average temperatures GDPDJH 7UDQVSDUHQW DQG HftHFWLYH FOLPDWH

increasing need to build a deeper understanding of how climate-related PD\ DtHFW ORQJ WHUP EXLOGLQJ SHUIRUPDQFH theds€Edd#dDVH FRROLQJ HQHUJ\
factors could impact our business and portfolio. This ongoing evolution requirements, and alter seasonal demand patterns. For some sectors, .
reinforces the importance of continuous analysis and adaptation in our WKHVH FKDQJHV FRXOG DOVR DfHFW PDWHULDO E%WEEC?E'EW(’S??GVO[T E%'?—‘ n A3/ UK energy grid shifts to
renewables, businesses'may fate s ort erm volatility in energy prices
approach. maintenance needs. .
or need to invest in alternative energy sources (e.g. heat pumps,
We recognise that the impact of physical climate risks varies by VRODU %XVLQHVVHY ZLWK ROGHU RU LQH"FLHQW
CLIMATE RISKS AND OPPORTUNITIES J HRJU DSK\ DQG RSHUDWLRQDO SUR¢{OH DFURVV RXUGERBWRREA URVL:RQHOMYHHOV \I B H MVHIEG
J ORFDWLRQ VSHFL SRVXUHYV QG LQ W K FD
.Q VKDSLQI RXU FOLPDWH VWUDWHI\ ZH KDYH L GERRHekbio bl AL Ao Sehiioment actvites 7 RHVAUTUNV VPR KH SkhwhowLpo wr FunbwH Pt
and transitional risks that may impact our portfolio and are actively operational and strategic levels. We are proactively integrating climate
working to strengthen our approach to managing them. risk considerations into our investment decision-making and supporting
Transitional risks portfolio companies in embedding them into their long-term strategies.
RISKS As the UK accelerates its transition to a low-carbon economy, Palatine 2Q SDJH ZH SUHVHQW WKH UHVXOWYV RI RXU FOLPI
) _ and our portfolio companies face a range of regulatory, market, and informed by responses from our annual ESG data request, in which
Physical risks reputational disruptions. Staying ahead of these changes and adopting portfolio companies reported on their exposure to physical and transitional
e Floodingg ,QFUHDVHG UDLQIDOO DQG VXUIDFH ZD VsainAlrep@aetices WiIFPR ausiag®nyitigate the impact of these climate-related risks. This assessment has allowed us to identify high-
risks to infrastructure, operations, and supply chains, particularly transitional risks. level risk themes across our portfolio. As we progress, we are enhancing
e e O RS 4eb B SUB DT UBE I nmere | TS S B S oo 2
interruptions, and increased insurance przm,ﬁ:mg_ ° HYROYLQJ ODQGVFDSH ZH KDYH LGHQWL(HG WK Hexpos(a |§ r%c%s concent atedp'l% QWHI’SVLYplp(I)QrtholI’Je mformed risk
. * Regulatory changes and climate disclosures: Stricter climate management, capital allocation, and engagement strategies going
* Heatwaves: More frequent and intense heatwaves are expected regulations are emerging globally, mandatory reporting under the forward.
to impact workforce productivity, energy demand, and operational &5 IUDPHZRUN (626 FRPSOLDQFH DQG FOLPDWH UHODWHG ¢QDQFLDO
H'FLHQF\ &RPSDQLHV PD\ IDFH LQFUHDVHG FR Rodn 1dstirdd ¥n'the Uk ThESR WdiaidR<nay require businesses
safety concerns, and accelerated wear on equipment and building WR HQKDQFH HQHUJ\ H'FLHQF\ DGRSW ORZ FDWEDRA wucvanan i Ly

infrastructure. Risk level |Assessment criteria

and increase transparency on carbon emissions and climate risk

Storms and wind damage: Severe storms and high winds have the strategies. Low OLQLPDO LPSDFW RQ RSHUDWLRQV |ZLWK G
potential to damage property, disrupt transportation and logistics, and or operational disruption. The sectors are either well

lead to delays in service delivery. Increased frequency of such events f::;t;llpmceuni;o;nne(; ;izzlr:irrg?:tc?ustorlr?grrszri:ler;%get)r:r;?r::?)r?r climate SUHSDUHG IRU WKLV ULVN RU WKH|ULVN G
panies are DtHFW WKHLU EXVLQHVV PRGHO

FRXOG UHVXOW LQ KLJKHU UHSDLU DQG P DLQWH%R)QCFE}EHO aFﬁg%WlthﬁaHe Bo%nl@| FLYXH"a@smence -based targets or

businesses. Net Zero commitments. Failure to meet these expectations, especially Medium | The risk has the potential to disrupt operations or incur

Water stress: Although most portfolio companies are not water- in tenders or contracts, could impact competitiveness, reduce market moderate costs, but these can typically be managed

intensive,changing rainfall patterns and the potential for summer opportunities, and hinder long-term growth. with contingency plans or slight adjustments. There is

a moderate chance of impact, but not critical to overall
business continuity.

droughts could impact supply chains, particularly where key suppliers
operate in water-stressed regions. This may lead to competition for
resources, supply disruptions, and increased operational costs.

e Technological disruption:  Advances in clean and low-carbon
technologies are changing industries rapidly. While most of our
portfolio is not reliant on carbon-intensive technologies, there is an

Sea level rise: Long-term sea level rise could exacerbate coastal increasing pressure to work with low-carbon suppliers.

ARRGLQJ DQG HURVLRQ ULVNV SRVLQJ WKUHD WV RBRM&Y W &pbotdihs toPYiahabitVintHebbe from

or suppliers located in low-lying coastal areas. While the short-term both investors and the public, companies that are seen as lagging on
HISRVXUH LV OLPLWHG WKHVH ULVNV PD\ JURZ L(Qm\étb‘égéfrf'or ngabph'g ﬁgryenggﬁr%%ould face reputational

The risk can severely disrupt operations, lead to
VLIQL,;FDQW ,QDQFLDO ORVVHV RU FDXVF
business performance. These sectors are highly exposed
DQG YXOQHUDEOH :LWKRXW VLIJQLELFDQW I
can have major consequences.




CLIMATE RISK ASSESSMENT BY SECTOR

Sectors

Hospitality

Consumer

Business
services

Tech services

Financial
services

Healthcare

Social
housing

Education

Environmental
services & TIC

Percentage by invested capital

Risks

Physical

Flooding

Heatwaves

Storms and wind damage

Water stress

5.53%

11.90%

16.11%

10.91%

4.11%

2.31%

22.63%

Sea level rise

Extreme cold events

Transitional

Regulatory changes and climate disclosures

Shifts in customer requirements

Technological disruption

Reputational risk

Energy transition and cost volatility

[ ] Low risk

[ IMedium risk

Bigh risk



OPPORTUNITIES term operational stability across the portfolio. In pursuing these
opportunities, it will ensure that our portfolio companies are not only

Engaging proactively in climate strategies continues to present valuable resilient to climate risks but also well-positioned to create value in a

opportunities for Palatine and our portfolio companies, particularly as the transitioning global economy.

UHJXODWRU\ LQYHVWRU DQG PDUNHW ODQGVFDSHV HYROYH

« (QHUJ\ H'FLHQF\ DQG F RiplvevBntsLiQehsrgy

H"FLHQF\ WKURXJK EXLOGLQJ XSJUDGHYV SURFW\'/A\CEQTSQVI\II_%X/%%EEBS%FQ%J%IHE%

technologies can reduce operating costs and carbon emissions, 'H UHFRJQLVH WKDW FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHY DUH LQAXHQFLQJ
particularly in sectors such as hospitality, healthcare, and construction several core aspects of our business model. As regulatory, investor, and
where energy use is high. customer expectations continue to evolve, we are adapting our internal

« Value creation and exit readiness: Demonstrating climate SURFHVVHV DQG LQYHVWPHQW DSSURDFK WR UHAHFW WKLV VKLIW

OHDGHUVKLS WKURXJK UREXVW QHW JHUR VW U BPoffblid pdifyrmahEeOLGDWHG 6% 7V ULVN

assessments, and adaptation planning enhances enterprise value. R . Shifts i ¢ tati d ina d d
Climate-aligned businesses are increasingly attractive to investors evenue. Shilis In customer expectations and growing deman

VHHNLQJ UHVLOLHQW IXWXUH ;W FRPSDQLHV ,WObSBS{?ﬁa?\egW%ﬁﬂﬂ?dfﬁYﬁcﬁﬁﬁrﬁﬁr?F‘tWF?pport””i“es
UHVSRQG FRQ:.:GHQWO\ WR JURZLQJ /3 H[SHFWDWfErﬁlgl{?%eﬁt &@G'C,E%'XBE?&Z‘HE"U@E@ to demonstrate

integration. robust emissions reductions, cre net zero plans, and low carbon
RfHULQJY )DLOXUH WR DFW FRXOG UHVXOW LQ UHGXFHG FRPSHWLWLYHQHVY DQG
* Innovation and clean technology adoption: Supporting the lost market share, especially in consumer, travel, and service-based
DGRSWLRQ RI ORZ FDUERQ WHFKQRORJLHV H J H&IIBEWULF AHHWV JUHHQ

PDWHULDOV GLJLWDO HPLVVLRQV WUDFNLQJ SRYLWLRQOV SRUWIROLR FRPSDQ

QLHV .
WR UHVSRQG HIHFWLYHOl WR ERWK UHJXODWR.U\%PﬁiDXh‘PD-\;V%& S\t/eml?yﬁéﬁée(g%chow\]/\?Ig%eLV;the\sll\/”:ig HUJ\ HUFLHQF\ XSJUDGHV DQG
customer demands — especially relevant in environmental services, Q Q Q Q Q Q

. insurance repricing. However, we expect these actions to drive long-
construction, and technology sectors. P 9 ’ P 9

term cost savings, operational resilience, and access to favourable
» Competitive advantage through sustainability leadership: ¢QDQFLQJ WHUPYV
Companies that actively reduce emissions and environmental _ - . : o
impact are better positioned to attract customers, talent, and capital. ’ Busmes§ reS|!|ence: . We are supp_ortmg p_ortfollo companies in
This is particularly material for consumer-facing and service-based embedding climate risk into strategic planning to strengthen resilience

EXVLQHVVHV ZKHUH FOLPDWH SHUIRUPDQFH GLUﬁPﬂY%C\a'E@Ar%ﬁ@WF\‘PE%@ es identifying site level

exposures and sectoral vulnerabilities, which informs both company

reputation. . : . .
level adaptation plans and our own risk oversight as investors.
* New market opportunities in the low-carbon transition: The L
transition to a net zero economy is creating demand for new Investment pipeline
services and solutions. We continue to work closely with our portfolio We continue to integrate climate considerations into investment decisions,
companies to help them identify ways to support their clients in particularly within our Impact Fund, where alignment with the low-carbon
navigating this transition and unlock growth opportunities. transition is a key value driver. Increasingly, we are applying climate

. Resilience and business continuity: ~ Taking early action to build risk screens across all funds to identify businesses that are not only

UHVLOLHQFH WR SK\VLFDO FOLPDWH ULVNV H ﬁ‘a”&?i”@_&oﬂf"&sff’e ! g&Pgﬁfﬁ ﬁ'?(‘i‘ﬁg%s'tl'(ﬁrtteﬁ)ﬁ capture upside
help safeguard assets and operations, especially in sectors with opportunities from sustainability trends and market shifts.
site-based activity or regional dependencies. This strengthens long-



IMPACT ON FINANCIAL PLANNING , Q ZH FRQWLQXHG RXU )XWXUH 3URR¢QJ 9DOXH SURJUDPPH WKURXJK WKH
(6* ,QWHOOLJHQW %RDUG HYHQW ZKLFK EURXJKW &(2V DQG SRUWIROLR OHDGHUYV
&OLPDWH UHODWHG IDFWRUV DUH FRQVLGHUHG Lteyeth&roraQdy Qfferifl, $16hPaQoR, laRdug3Kdlig. A key focus of
FDSLWDO DOORFDWLRQ SURFHVVHV :KLOH ZH D UtHe ¥ht s expldring th&rdleRibsikeSsadiRiPeriandiioh to a net
TXDQWLINLQJ ¢QDQFLDO LPSDFWV WKURXJK VFH Q z&td lefonbriyhighightvg tetirgehkl oMedudihggleenhouse gas
VWHSV WR XQGHUVWDQG KRZ FOLPDWH ULVNV D Qemidsi&ns ByUIBY0Q 20801 Eovhparies WeédeleXdd@dgkd to integrate

future revenue potential, cost structures, insurance exposure, and FDUERQ DFFRXQWLQJ LQFOXGLQJ VFRSH HPLVVLRQV VKRUW DQG ORQJ WHUP
portfolio resilience. This evolving analysis is informing our long-term targets, carbon reduction actions, and supply chain engagement into
strategy, valuation processes, and engagement priorities. their strategies. The event also underlined the importance of credible
science-based targets, robust transition plans, and practical carbon
CLIMATE EDUCATION reduction levers as foundations for resilience and long-term value

creation - reinforcing that SMEs, such as those in our portfolio, stand to

$O0 EXVLQHVVHV VKDUH D UHVSRQVLELOLW\ WR GQHP& ¢ RiWKHFPORFAAURFEEWABRERQLVDWLRQ WKURXJK FRVW VDYLQJV UHJXODWRU\
decarbonise, which is why carbon education is a core focus of our readiness, and competitive advantage.

sustainability strategy.

World’s first private equity

firm to become a Carbon
Literate Organisation FUTURE CLIMATE SCENARIOS AND

PLANNING

While our existing risk management framework is
robust, we recognise that climate change introduces a
distinct set of challenges due to its complexity, long-term
nature, and inherent uncertainty. To address this, we

are strengthening our approach by integrating climate-

VSHFL¢F ULVN FRQVLGHUDWLRQV DQG HQKDQFLQJ RXU DELOLW\ WR
portfolio, and investors assess a range of plausible future scenarios. This work

will support a more comprehensive understanding of how

GLtHUHQW FOLPDWH WUDMHFWRULHYV FRXOG DftHFW 3DODWLQH RYHU
WLPH DQG ZLOO LQIRUP RXU VWUDWHJILF SODQQLQJ DQG ¢QDQFLDO
risk assessment. As part of our ongoing climate strategy,

O O O 310 people trained since
2021 across Palatine, our

: Annual sessions ongoing to we are committed to embedding scenario-based analysis
maintain a carbon-literate into our risk management processes.
portfolio




CLIMATE STRATEGY

2XU FOLPDWH VWUDWHJ\ LV URRWHG LQ RXU FRPPLWPHQW WR UHGXFLQJ HPL\WOIRPOWBQUWGL VX ISRDY

integral part of our ESG due diligence, baseline reviews, and Investment Committee considerations. We have taken important steps to address climate
ULVNVY DQG RSSRUWXQLWLHYV

ACHIEVEMENTS TO DATE

2020 2

N hv4 hv4
We joined Initiative — We have been training our o Finalised and submitted Embedded climate risk
Climat International to ¢\l Pportfolio companies, our AN RXU 6%7V LQ analysis into the annual
engage in cross-sector O team, and our investors O YDOLGDWHG E\ 6% 7L Qortfolio ESG information
collaboration to create AN in carbon Literacy and AN Read more on page 19. N request for 2024.
methodologies and have achieved Silver-level
materials to support accreditation. We have
the industry and wider trained 310 people to date
economy to transition to and continue to educate
a low carbon future. within our team, portfolio,
investors, and wider
network.
\/ hv4 hv4
o) From 2026, we will be <t &OLPDWH ULVNV L Q&l Q Redyckld®perational
N working with Flotilla, a ¢\l and mapped across our \] emissions by 4.4% from
O software consultancy QO portfolio sectors as seen O 2023. Emissions from our
AN focused on sustainability, AN on page 9. AN direct operations remain

which will provide enhanced

tools and analytics to
measure, track, and
benchmark emissions

negligible, while those

associated with energy use
decreased, supported by a
25% increase in renewable

energy consumption across

RXU R"FHV

What's Next?

Improve visibility of climate risks and opportunities
across the portfolio.

FRQRP\

Use insights from the climate-related risk
guestions in the annual ESG information request
to support the portfolio in conducting analysis of
transitional and physical climate risks.

Explore the use of climate impact accounting to
guantify the monetary value of potential climate
impacts across the portfolio.

Enhance our understanding of biodiversity risks
and dependencies to ensure a comprehensive
approach to managing climate-related risks.

As we gain a more detailed understanding of
these risks, opportunities, and impacts, we will
further strengthen our climate strategy to ensure
it remains robust and aligned with evolving
regulatory requirements and market expectations.

12



Risk Management



RISK MANAGEMENT PRE DEAL

ESG screening: Climate-related risks are screened at a high level and
communicated among the Deal Team.

Processes for identifying climate-related risks

At Palatine, we understand that identifying and managing climate

risks is essential for long-term resilience. We have an established ESG due diligence: A deep dive into environmental management is

process for screening material climate risks as part of our conducted, where climate risks are discussed with the leadership team.

investment process framework. These risks are then included in the baseline review report, which outlines
UHFRPPHQGHG DFWLRQV WR PLWLJDWH LGHQWL¢{HG UL\

|
1
|
i [ Investment Committee: $00 FOLPDWH UHODWHG ULVNV LGHQWLy
+RZ ULVNV DUH VA\VWHPDWLFDOO\ LGHQWL¢{¢HG : WKH QYHVWPHQW 3DSHU DORQJ ZLWK 5%* UDWLQJ WR
&OLPDWH ULVNV DUH LGHQWL¢{¢HG GXULQJ WKH (6* GXH GLOLJt @andgdtleee risks. Climate is discussed as part of the broader ESG

baseline review processes. We screen for potential environmental ! agenda, led by the Senior Sustainability Director, ensuring that climate risks
risks, including those related to climate change and gather : are carefully considered during investment decisions.

relevant information from our portfolio companies to evaluate how [

their operations may be impacted by both physical and transitional 4

climate risks and how they are placed to manage them. POST DEAL

2XU EDVHOLQH UHYLHZ SURYLGHV D GHWDLOH O O O ' W RIpBdiédt:following the investment, recommended actions from the baseline
company'’s sustainability practices. This review includes a focused review are discussed with the relevant teams, and immediate next steps are

discussion Qn climate-related risks with thg releyant company AR agreed upon to mitigate risks.

teams, particularly through the lens of their environmental _ o

PDQDJHPHQW SUDFWLFHY :H DOVR LGHQWLI\ W < S U L 03Raqing ggonitoring:

validation route for each company and explore any barriers that « $QQXDO (6* SHUIRUP DHQ@F B QUIHNDGI Z6* DVVHVVPHQW

PD\ EH SUHVHQW LQ VHWWLQJ DQG YDOLGDWLQJ % 7 is completed on all portfolio companies, including carbon footprint

calculation and climate-related risk management. Performance is scored
and reported to portfolio companies, investment teams, and investors.

e 4XDUWHUO\ (6* UHYLHZV DW %RDUG PHHWLQJV &OLP
TXDUWHUO\N LQ %YRDUG OHHWLQJY ZKHUH PDWHULDOV
ongoing risk management discussions.

DQ 6
|
1
|
1
1
1
1
|
1
+

EXIT

The aim is to equip companies to address future climate risks under new
RZQHUVKLS 7KLV SURFHVV HQVXUHYVY WKDW FOLPDWH U
managed and mitigated throughout the investment period, positioning the

company for long-term resilience.
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Management of climate-related risks

We are integrating climate-related considerations into the broader risk
management frameworks of our portfolio companies. This starts with
building awareness and capability to identify and respond to both physical
and transitional risks. We actively engage with company leaders to
ensure these risks are understood, monitored, and managed.

Integration with overall risk management

As climate-related risks become increasingly important to the long-term
sustainability of our investments, we are integrating these considerations
into our overall risk management strategy. We recognise that climate risks
are closely linked with wider business challenges, and therefore aim to
align these with our existing practices.

While we are still working on fully embedding them into our risk

IUDPHZRUNV RXU RQJRLQJ HfRUWV LQFOXGH LQFRUSIgt}.ngW{.O%{aIE

considerations into portfolio monitoring and management processes.

SUPPORTING THE CLIMATE TRANSITION

As part of our commitment to responsible investment,
we actively support companies that deliver climate risk
assessments and strategies, enabling businesses to
navigate the challenges posed by climate change. Two
key investments in our portfolio, Papilo and Morro, are
at the forefront of providing these services.

2QH Rl 3DSLORfV ELJJHVW FOLHQWY DQQRXQFHG WKDW LW
will cease procurement from suppliers that have not
established science-based targets within two years.
o’s early. pro%?ess on sustainability positions it
t

§I5e9r\§fdﬁonshlp In response,

3DSLOR KDV SOHGJHG WR VHW DQ 6%7L YDOLGDWHG WDUJHW

2YHU WLPH WKLV ZLOO HQDEOH D PRUH FRKHVLYH DS gUR Brftkt 2008, brstinQalighiism WinFRMY K

transitional and physical risks are addressed alongside other business
concerns.

expectations and industry best practice. The company
also delivers carbon literacy training across its

team, embedding a culture of sustainability and
strengthening its ability to meet Net Zero goals.

ORUUR KDV SURDFWLYHO\ EHJXQ LWV GHFDUERQLVDWLRQ HIfRUWYV
demonstrating leadership within a carbon-intensive sector

ZKHUH DFWLRQ LV ERWK FRPSOH[ DQG HVVHQWLDO 2YHU WKH
course of the last 2 years, Palatine has worked closely

with the business to establish a robust carbon footprint,

identifying key hotspots. Morro has committed to setting

a validated science-based target. A decarbonisation

plan has been developed, identifying measures such as

phasing out white diesel in favour of biodiesel, procuring

renewable electricity, as well as onsite solar generation at

its Innovation Hub.



Metrics and Targets



OUR OPERATIONAL CARBON FOOTPRINT OUR OPERATIONAL CARBON FOOTPRINT

7R VXSSRUW RXU FOLPDWH UHODWHG ULVN PDQDJHPHQW HfRUWYVY 3DODWLQH IROORZV
WKH *UHHQKRXVH *DV *+* 3URWRFRO IRU PHDVXULQJ DQG J Scope 1:

our carbon emissions. The footprint calculations are also used to track W& 2\e
SURJUHVYV DJDLQVW RXU 6%7V HQVXULQJ DOLJQPHQW Z LRQDO FOLPDWH
goals. Scope 2:
Palatine delivered another year of measurable carbon reductions across W&2\e

LWV RSHUDWLRQV LQ ZLWK VLIQL{FDQW SURJUHVV
decarbonisation actions. Emissions from our direct operations remain

negligible, while those associated with energy use have decreased,

supported by a 25% increase in renewable energy consumption across

RXU R"FHV

WHJLF

. Scope 3:
45.09 W&?2\e

In our scope 3 reporting, we have expanded our boundary to include
Category 7, Employee Commuting, following guidance from the
*UHHQKRXVH *DV 3URWRFRO WR FDSWXUH HPLVVLRQV I9F¥FRIBRENSDRWN - F H

locations and home working arrangements.

. Category 3:
W&2\e
2021 Category 6:
C6: % XVLQHVYV WUDYHO W& 2\e
Category 7:
2022 W&2\e
C3: )XHO DQG HQHUJ\ UHODWIEG BHXWLPHWYHYV )(5%
travel Category 8:
W&2\e
2023

C3: FERA, C6: % XV L Q HV MC&/UpBtréatndeased assets

2024

C3: FERA, C6: % XV L Q H V \CTWRHplgydeOcommuting,
C8: Upstream leased assets

R
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ACCOUNTING FOR CARBON IN OUR PORTEOLIO 'XH WR WKH AXLG QDWXUH R SULYPWH HTXLW\ SRUWIROLRY WKHUH DUH LQKHUHQW
challenges with reporting the carbon footprint at the portfolio level,

H KDYH EHHQ PHDVXULQJ RXU SRUWIROLR FDUER®DORRWUS UWQAN. FIXx@FAWH WR PEONH \HDU RQ \HDU FRPSDULVRQV $V D UHVXOW ZH

approach was developed to establish a credible output at reasonable have also been reporting the carbon footprint normalised by employee

HIRUW WR JDWKHU WKH GDWD IURP WKH SRUWIR he&icodnt shdArelileRGRORJ\ IR U

calculating the company and portfolio carbon footprint has been

based on the GHG Protocol Corporate Standard and the government

conversion factors for GHG reporting have been used to convert the Emissions per £m revenue:

DFWLYLW\ GDWD LQWR D WRQQH RI FDUERQ GLR[LGH "7 ' vmarrarer -2 M e

data has consisted of primary data, where possible, obtained from both 2023 19.99
SK\VLFDO PHWHU UHDGLQJVY DQG ¢QDQFLDO UHFRUGY O WKH NEVHNEH BRI GDWD

some approximations and assumptions have been used, however, 2024 10.3

we consider it to provide a reasonable overall illustration of Palatine’s

climate impact. Emissions per employee

In 2024, scope 1 emissions decreased by 73% compared to 2023,

largely driven by the exit of one of our highest emitting portfolio company 2023 1.85
NRG Riverside, alongside the impact of decarbonisation measures at
Morro and other portfolio companies. 2024 1.07
8340 tCO Ye = Total portfolio carbon footprint (50% Renewable electricity remains a critical lever across the portfolio, though
decrease from 2023) UHSRUWHG VFRSH HPLVVLRQV LQFUHDVHG E\ LQ 7KLV UHAHFWYV

changes in portfolio composition, contributing to higher electricity-related
emissions than in previous years. Expanding renewable sourcing will be
a key area of focus going forward.

CARBON IN OUR PORTEOLIO t2h0e82c;[§fg)li\c()e saved through procuring green energy across

Scope 1: . . . . .
We continue to see more companies making the switch to procuring
W&2le JUHHQ HQHUJ\ DV D FRVW HfHFWLYH ZD\ WR PLQLPLVH WKHLU FDUERQ IRRWSULQW
69% of our portfolio now procures green energy. We monitor this KPI

. Scope 2: and encourage our businesses to make the switch and have been
W&2\e VHHLQJ PRUH FRPSDQLHYVY VZLWFK WR D JUHHQ HQHUJ\ WDUL#%
Scope 3: 6FRSH HPLVVLRQVY LQFUHDVHG E\ 5HSRUWLQJ FRQWLQXHV WR
. ' W&2\e be limited, currently covering only claimed business mileage. This

UHSUHVHQWY RQO\ D IUDFWLRQ RI &DWHJRU\ %XVLQHVY 7UDYHO + ZH H[SHFW
UHSRUWHG VFRSH ¢JXUHV WR LQFUHDVH DV ZH H[SDQG WKH UHSRUWLQJ VFRSH
through our partnership with Flotilla.




PROGRESS AGAINST OUR SCIENCE BASED TARGETS ‘target of targets’. We aspire to have 100% of our portfolio set a science- PORTFOLIO PROGRESS AGAINST THE PMDR

We advanced our trailblazing approach to sustainability by setting FRYHUDJH LQYHVWHG FDSLWDO
ambitious science-based targets for reducing greenhouse gas emissions
in our own business and across our portfolio. We believe that these
validated targets further solidify our position as the sustainability pioneer
within the mid-market.

The target is split into absolute emissions reductions in our operational the physical and transitional risk indicators, as seen on page 9.
HPLVVLRQV VFRSH DQG RXU ¢QDQFHG HF(’)L\VVLI?_|QV C\;/FRSH Y G EDSLWDO ZI .
FDWHJRU\ $V LOWHUSUHWHG E\ WKH 6%7L WKR'IBMHYRCVELHoFH Ul xiQHY W/ 40%

to reduce our emissions from gas and electricity by 42% by 2030 and R UWIROLR F HV DUH DOUHDG\ 30%
LQFUHDVH VFLHQFH EDVHG WDUJHW SRUWIROLR II—EF¥YHUD7}H V§B IJ:R\ :ﬁBé\PQ
these targets mean and how we achieve them is explained below.

EDVHG WDUJHW E\ 7TKHUHIRUH E\ ZH DUF MATURITY SCALE

With climate risk in mind, we have started targeting those companies in
the portfolio most at risk. Target companies are in the construction and
environmental services sectors, with 24% of the current Palatine portfolio 60%

IDOOLQJ LQWR WKHVH 7KHVH VHFWRUV ADJ DV P
50%

targets, an early milestone towards our interim target of 60% coverage

targets in 2025, helping to accelerate progress.
20%
7R FRQWLQXH ZLWK WKLV PRPHQWXP ZH KDYH G

Operational emissions: Reduction of absolute scope 1 and Playbook, aligned with the Private Markets Decarbonisation Roadmap 10%
2 greenhouse gas emissions by 42% by 2030 (from a 2022 30'5 7KH 30'5 SURYLGHV D FRPPRQ ODQJXDJH |
base year). GHFDUERQLVDWLRQ SURJUHVV RI SRUWIROLRV 2 0%
designed to guide companies from an early stage — where they have Notstarted  Capturing  Preparingto  Aligning Aligned to

The target covers our scope 1 and 2 emissions. Palatine’s scope 1
emission are nil. As such, our scope 1 target is to maintain this. To
meet our scope 2 target, Palatine endeavours to minimise energy use

limited understanding of their climate impacts - through to measuring and GEIE)  GEEERIEISS Net Zero

reporting a carbon footprint and setting validated science-based targets.
7KH 3OD\ERRN LV VWUXFWXUHG LQWR ¢YH VHOI (

and ensure that the electricity we procure is generated from renewable

sources rather than fossil fuels. The electricity supply is at the discretion 1. Not started

of our landlords; ho_w_ever, we have been engaging with thgm to switph 2. Capturing data
to renewable electricity since 2021. In 2024, 95% of electricity used in

RXU WKUHH R"FHV ZDV UHQHZDEOHiI XS IURP 13Q Preparing to decarbonise

Portfolio emissions: 60% of invested capital to have set
science-based targets by 2028 and 100% of invested
capital by 2032.

LOQYHVWPHQWYV VFRSH

YDOLGDWH WKHLU 6%7V ZLWKLQ WZR \HDUV RI LQYH
o WKH\ DUH H[SHFWHG WR FRPSOHWH WKH ¢(UVW IRXU
4. Aligning their target.
5. Aligned to Net Zero Using PMDR to track decarbonisation progress, in 2024 we saw all

portfolio companies moving beyond the ‘Not Started’ stage. 50% of our

W PDSV RXW WKH MRXUQH\ TURP ¢(UVW PHDVXUHR5HN c¥iiBarifel e hbHRhE dphiddy B&d\stage, 32% are in

Eac pr. ilg | learni utcomes, practical templates and ‘ ; e 0 Al ANinA ‘o Aictrilg it
7KLY WDUJHW DFFRXOWY IRU WKH HPLVVLROV ZH ‘?-| ﬂ Preparing to Decarbonise’, and 12% are in ‘Aligning’. This distribution
y JLQDQFHG HPLVV LQR QV %%Egﬁgg?qgﬁgﬁ p%ﬂ ég%ﬁ_ﬁ FDUERQLVDWLR Qjeglbhgtﬂat@svgro%%%a\/u\‘i@/ QePoBMHY Hor}%ﬁ) éNoUp?%Viefgé"aﬁd

scope 1 and 2 footprints of all our portfolio companies. However, as we
do not have operational control of all these businesses, our target is a

Vv WDELOLW\ 6%7 UH TsffdrnH 'ﬁlaﬁf&r@ Y acBléfdik the transition towards science-based
ZULWWHQ LQWR RXU OHJDO DJUHHPHQWYV DOO Q{g%eélRUWIROLR FRPSDQLHV PXVW

1. 'H¢QHG DV EHLQJ EDFNHG E\ D UHQHZDEOH HQHUJ\ FHUWL¢(FDWH RU 5(*2
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“There is a climate emergency, and we
have a small window where we can make
a change. We need to make big changes
and make them quickly to reverse some
of the terrible things we’re seeing at

the moment.”

Beth Houghton, Impact Managing Partner at Palatine

Conclusion

This second TCFD-aligned Climate Report marks an important step forward

in Palatine’s journey to understand, manage, and disclose climate-related

¢QDQFLDO ULVNV DQG RSSRUWXQLWLHV %XLOGLQJ RQ W
inaugural report, we have deepened our analysis by drawing on improved

data from our portfolio companies, expanding our assessment of physical

and transition risks, and started evaluated risk exposure through the lens of

invested capital.

7KLV \HDUYV UHSRUW DOVR UHAHFWYV JURZLQJ PDWXULW\
JRYHUQDQFH FOLPDWH LQWHJUDWLRQ DQG IRUZDUG SOI
our processes to ensure that climate considerations are embedded more

consistently across our investment cycle, portfolio engagement, and board-

level oversight.

We will continue to evolve our approach by enhancing scenario analysis,
aligning with emerging global frameworks, and integrating nature and
biodiversity into our broader sustainability strategy. Through this work, we
aim not only to meet stakeholder expectations, but to position Palatine and
our portfolio for long-term, sustainable value creation in a rapidly changing
world.
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