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Benchmark Description

Construction of the Index starts with the companies in the Solactive GBS United States 500 Index. Only
companies that have generated positive free cash flow (FCF) in the past 10 consecutive years are
eligible for inclusion.

Companies are scored on two quality characteristics:
(i) FCF margin = Free cash flow / Sales

(ii) FCF return on invested capital (FCF ROIC) = Free cash flow / (Total debt + Total shareholder
equity).

Each score is calculated using values for the past five years.

To prevent extreme one-off values from distorting scores, companies' scores are winsorised at 3%. This
means scores above the 97th percentile are adjusted down to the 97th percentile, and those below the
3rd percentile are adjusted up to the 3rd percentile.

Then, to make comparison easier, the scores of each company are standardised using z-scores. Z-
scores measure how far a value is from the average and provide an easy way to compare peers. Z-
scores are capped between -3, for those with the worst quality scores and +3, for those with the best
scores.

To smooth fluctuations, the 5-year average z-score is calculated for both FCF margin and FCF ROIC.
These two scores are then adjusted:

= |f the score is positive: Final score = 1 + score

= |f the score is negative: Final score = 1/ (1 - score)

The final quality score is the average of these two adjusted 5-year scores. Every company's score will
fall between 0.25 and 4.

The top 100 companies with the highest scores are selected for Index inclusion.
How companies are weighted within the Index

Company’s weights are determined by multiplying their free-float market capitalisation by their final
quality score.

At each rebalance, a 10% cap is applied to prevent excessive concentration in any single company.

Solactive is an independent company of ETF Shares.

ETF Shares Management Ltd (ACN 680639963, AFSL 562766) is the issuer of all ETF Shares funds. This is general information only and
doesn't consider your personal objectives, financial situation, or needs. Before investing, read the relevant PDS and TMD at etfshares.com.au.
ETFs involve market risks, and returns are not guaranteed.

Solactive AG (“Solactive”) is the licensor of the Solactive United States Quality Cash Flow Index (the “Index”). The financial instruments that are
based on the Index are not sponsored, endorsed, promoted or sold by Solactive in any way and Solactive makes no express or implied
representation, guarantee or assurance with regard to: (a) the advisability in investing in the financial instruments; (b) the quality, accuracy and/or
completeness of the Index; and/or (c) the results obtained or to be obtained by any person or entity from the use of the Index. Solactive does not
guarantee the accuracy and/or the completeness of the Index and shall not have any liability for any errors or omissions with respect thereto.
Notwithstanding Solactive’s obligations to its licensees, Solactive reserves the right to change the methods of calculation or publication with
respect to the Index and Solactive shall not be liable for any miscalculation of or any incorrect, delayed or interrupted publication with respect to
the Index. Solactive shall not be liable for any damages, including, without limitation, any loss of profits or business, or any special, incidental,
punitive, indirect or consequential damages suffered or incurred as a result of the use (or inability to use) of the Index.



