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New York - The issue of per and polyfluoroalkyl substances, commonly referred to as "forever chemicals," is rapidly evolving, and requires a
nuanced approach to evaluate risk to issuers, especially as KPIs specific to PFAS are lacking (see our previous post for more details). At
Calvert, our research process allows us to apply a discount to reflect both the materiality on stakeholders (from investors, employees and
customers to local communities) and the impact to an issuer's enterprise value (equity, holders, debt holders, bankruptcy). This also
considers company actions/response to a controversy.

For example, we used this approach in evaluating issuer 3M in July 2022, shortly after the EPA introduced its PFAS health advisory that
served as a precursor to the proposed water standard and Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA) designation that defines PFAS as a hazardous substance. We took this action based on an expected risk to future revenues and
elevated cost of production given 3M's active production of certain PFAS chemicals as well as future litigation risk and containment costs in
both the United States and Europe. At this point the issuer was already a named defendant in the multi-district litigation (MDL) with an
estimated financial cost of $10 billion to $30 billion.

Down the supply chain, we look to evaluate the product portfolios at consumer companies to assess the relative risk that companies will face
given developments in the regulatory landscape and growth in public health awareness of PFAS. In the apparel industry, for example,
companies that manufacture waterproof goods such as raincoats or workout gear may be more at risk due to utilization of PFAS chemicals in
waterproof goods. Similarly, products used by food packaging and carbonated beverage sectors have been found to contain PFAS due to
material durability and carbonation processes. We believe that companies in this subindustry will face varying level of risk depending on
availability and cost of non-PFAS alternatives as well as severity of health impacts and level of disclosure.

Opportunities in PFAS remediation

PFAS chemicals have historically been released into soil or water from production facilities, factories that use them in manufacturing, and
firefighting foam. Strict restrictions on PFAS compounds found in water/soil imposed by regulation like CERCLA are anticipated to increase
demand for PFAS remediation services, such as risk assessment and remediation technologies. As demand for these services grows,
several sectors stand to benefit from this growing market opportunity.

The total U.S. market for PFAS-related remediation, estimated to be $200 billion, has increased nearly 40% since 2019.  Examples include
market players within the construction and engineering sector, as well as those in the environmental services, consulting industries and flow
control equipment (machinery sector). Companies in these industries are focused on addressing both soil and water contamination, with
remediation technologies differing between the two types of contamination. Currently, water remediation technologies are more established
and widely used than soil remediation technologies, allowing for greater market opportunities. For example, AECOM's DE-FLUORO
technology is a treatment technology that uses the process of electro-chemical oxidation to break down the carbon-fluorine bonds and
destroy PFAS from contaminated liquids. This technology has been successfully used across large-scale programs in the U.S., Europe, and
Australia, and is now commercially available to the industry.

Bottom line: Calvert's robust research process is well equipped to evaluate the risks and opportunities associated with PFAS chemicals.
Our controversy evaluation process permits nuanced research and insights into risk for specific issuers, allowing us to reflect the Calvert
Principles in our eligibility decisions. Additionally, collaboration among our sector-specific research teams enables us to anticipate the impact
of this complicated, evolving issue along the value chain.

1. "What is the addressable PFAS market?" AECOM, Bank of America, June 14, 2023.

2. "What is the addressable PFAS market?" AECOM, Bank of America, June 14, 2023.

References to individual companies are provided solely for informational purposes and intended only to illustrate certain environmental,
social and governance factors. This is not a recommendation to buy or sell the security mentioned. There is no guarantee that the security
mentioned will perform well. Each portfolio may differ due to specific investment restrictions and guidelines. The firm may no longer be
holding this security in its portfolios, or may be currently buying or selling additional shares of this security.
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"At Calvert, our research process allows us to apply a discount to an issuer's ESG performance to reflect both the
materiality on stakeholders... and the impact to an issuer's enterprise value."
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We are actively incorporating accessibility practices, such as those outlined in the Web Content Accessibility Guidelines, into our go-forward
website design and content development to make information more accessible and user-friendly. In addition, we are developing a multi-year
accessibility strategy and content guidelines that further support the use of assistive and adaptive tools. Our ultimate goal is to meet federal
guidelines and policies or provide equivalent accommodations and service support for all customers.


