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Foreword

Foreword

ince the launch of the Net Zero Asset

Managers Initiative the number of listed

companies taking climate commitments

has grown from 1000 to more than
8000 across the globe.

Between June 2022 and October 2023, the
number of companies with net zero targets has
raised by more than 40%.

50% of the Global market capitalization now
reports emissions data to CDP.

All these figures show that progressively - not
quickly enough though - the world real economy
is engaging into the transition.

All targets are not of the same ambition. All data
are not perfectly comparable yet. Regulatory
environments  remain fragmented. Public
policies also fundamentally differ, putting more
accent on massive investments in the United
States, where the European Union is deploying
a massive regulatory effort through the Green
Deal.

But we are progressing.

Year on year, we better understand the
challenges of the transition, what should and
could companies deliver and at which pace, what
are the potential of the different technologies
they could rely on, and their limits. Companies
are now engaging in the transformation of their
business models, triggering real changes.

On behalf of our clients; the engagement
activities of Amundi contribute to this dynamic
of change towards a more sustainable low
carbon economy. The active dialogues we
have with issuers are mutually beneficial. As an

investor, they contribute to the management of
the sustainability risks of our portfolios as well as
their exposure to growth opportunities. For the
corporates, we hope the quality of the dialogue
with Amundican be a source of progress towards
a stronger, more resilient business model. We do
our best to engage positively companies we are
invested in on behalf of our clients, to help them
to engage a positive dynamic, wherever they
are established and fully taking into account the
specificities of their business model.

Accompany the transition implies to remain
consistent overtime. Transition is difficult to
achieve, but will not happen if corporates and
investors are not persistent. At Amundi, our
objectives and commitment have not changed.
We base our engagements on strong research
capabilities and focus on facts and long-term
results for the benefit of our clients.

Year on year, we are strengthening our dialogues
with issuers regarding governance, environment
or social matters. 2023 has been again a strong
year with more than 2500 issuers engaged
across the different regions and asset classes.

Amundi’s

This report is an overview of

engagement activities.

We are particularly thankful to the issuers that
are actively dialoguing with us they can count
on us to be their transition partner in the long-
run.

Jean-Jacques Barbéris
Head of Institutional and
Corporate Clients Division &
ESG
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Executive Summary

Executive

mundi considers that integrating
ESG risks and opportunities in our
investment decisions, engaging

with companies on ESG issues, and
carrying out voting activities are drivers of long-
term value for our clients’ portfolios. Promoting
a transition to a more sustainable, inclusive low-
carbon economy while limiting the negative
impacts or even creating positive impact on end
savers and pension holders requires orderly and
coherent actions from governments, consumers,
companies and the financial markets.

In 2023, we continued to engage with issuers
across the following key themes:

Transition towards a low-carbon econom

Natural Capital Preservation

Human Capital & Human Rights

Product Quality, Client Protection & Societal
Safeguards

Strong Governance for Sustainable
Development

is committed to engage with 1C

on Climate since

ew |ssuers

2025 from 2021 baseline o

Summary

We increased the number of issuers engaged
from 215 in 2022 to 2,531 in 2023. This is the
result of the team’s expansion as well as the
implementation of Amundi's 2025 Ambition
plan. Of the 2,531 issuers engaged in 2023, 766
were new and unigue.! While engagements on
almost all themes increased, climate-related
engagements have been a key focus.

climate. As of December 2023 Amundi has
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Year in Review

Graph 1: Amundi 2023 Engagement Statistics
Climate, Biodiversity, Social Cohesion & Governance remain our focus

2,531 unique issuers engaged in 2023 (2,115 in 2022, 1,364 in 2021, 878 in 2020)

Transition Towards Natural Capital Human Capital Clients Protections Strong Governance
a Low Carbon Preservation & Human Rights & Social Safeguards for Sustainable
Economy Development
L ] L ]
| E 1, S | — G e—
W 2021 W 2022 W 2023

Source: Amundi 2023
We increased our engagement across all macro themes in 2023, with the greatest gains being on the
transition to a low carbon economy.

Graph 2: Geographic Breakdown of Engagements (by number of companies engaged with)
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ce: Amundi 2023

In 2023, Amund/i increased its engagement with new issuers in all regions, with the greatest gains in
Emerging Markets and North America.
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Graph 3: Regional Breakdown of Engagements (by number of issuers)

Source: Amundi 2023

More than 800 issuers engaged in Asia in 2023 and well over 600 in North America.

Graph 4: Outcomes of Engagements Closed in 2023

Negative
Outcome

14%

Positive
Outcome

40%

INEE
Outcome?

46%

Source: Amundi 2023
Over 40% of engagements closed in 2023 had a positive outcome, whereas only a small portion
closed with a negative outcome.?

2. Neutral Outcome means engagements that were closed and did not specifically have a positive or negative outcome. This can be due to
many factors such as when the context at the company changes making the engagement KPI no longer relevant.



(< (>




I ©

Engagement Report 2023

Engagement at Amundi Asset Management

A. Who We Are

The ESG Research, Engagement and Voting
team, led by Caroline Le Meaux, is a team
of 39 dedicated specialists spread across
Paris, London, Beijing, Singapore, and Tokyo.
Divided into two groups, the team consists of
29 dedicated ESG analysts and 8 voting and
governance specialists. Both teams contribute
actively to the engagement effort. The team
sits within the Responsible Investment division
at Amundi and is an independent business line
from the investment management or financial
analysis teams. This ensures the quality and
independence of members’ ESG analysis, but
does not prevent them from working in close
collaboration with portfolio management teams.

The ESG Research, Engagement & Voting
team belongs to the in-house centre of
ESG expertise that supports all of Amundi’s
investment platforms. The members of the
team work actively with fund managers and
financial analysts to strengthen ESG knowhow
and expertise across the company, including
ESG trends or ESG positioning of issuers. The
central ESG team also seeks to foster a culture
of ambitious and impactful engagement with
issuers across investment platforms.

Graph 5: Organisation and positioning of the Responsible Investment team

o Valérie Baudson
=~ £ 3 A di CEO
OOQ\ ~60 mundi

A

*Including top management

Jean-Jacques Barberis
Head of Institutional and Corporate

Clients Division & ESG

Héléne Nanty

COO Office éloqie Laugel

Chie
Officer
Florent Deixonne

ESG Regulatory Strategy

sponsible Investment

Tegwen Le Berthe

ESG Method and Solutions S \eting

Caroline Le Meaux
ESG Research, Engagement

Olivier Melennec
Deputy Head
Edouard Dubois
Head of Voting

Timothée Jaulin
Development and Advocacy

Alice Sireyjol
Deputy Head / ESG Development

Perrine Theillard
Head of Advocacy
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Engagement at Amundi Asset Management

ESG Research Team

The ESG Research team is responsible for
ESG qualitative analysis internally and for the
organisation of engagement efforts. Each
ESG analyst specialises in a set of sectors and
themes; they are the primary person responsible
for driving ESG research and engagement
strategies internally on those sectors and
topics. ESG analysts meet, engage and maintain
constant dialogue with companies to improve
their ESG practices and impacts. They have the

final say over the ESG ratings of companies to
ensure that internal ESG scores are accurate. The
team is also responsible for monitoring sector
trends, defining which ESG criteria to consider
per sector, staying abreast of established and
emerging ESG topics, assessing the impact of
ESG topics on the macro-sectors (both risks and
opportunities) and assessing the broader impact
those sectors have on sustainable development.

Graph 6: ESG research and engagement: two key parts to the Amundi team’s work that
combined, create a continuous feedback loop

ESG Research
ESG research helps to ensure Amundi
creates engagement questions that

are efficient, relevant and precise.

Controversies:
Research into the company
controversy helps inform
pertinent engagement
guestions to ask the issuer

Themes: Research into

the theme helps to identify
companies for engagement
and design relevant
questions

Sectors: Research for
sector reviews feeds into
the design of engagement
questions for companies

Engagement

In turn, developments discussed
during engagement feed into
both engagement objectives set
for companies and Amundi ESG
Research.

Controversies:
Engagement with the
issuer helps in accurately
assessing a company’s
management of a
controversy and pushing
for a strong remediation
plan as well as prevention
of repeat occurrences

Themes: Understanding
of best practices and

the relative positioning

of companies, identified
via engagement, support
Amundi’s proprietary
research on critical ESG
themes

Sectors: Engagement
helps assess current
sector hurdles and best
practices which can feed
into updates to sectoral
research
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Engagement at Amundi Asset Management

Amundi Voting & Corporate Governance

The Amundi Voting & Corporate Governance
team consists of 8 specialists who analyse
resolutions and organise ongoing dialogue
with companies’ board representatives with
the aim of better understanding their strategy
and pushing for continuous improvement in
their ESG practices. These interactions are

also an opportunity to ensure that Amundi’s
recommendations on governance and
environmental or social matters, as well as
voting policy, are communicated at the highest
levels within companies.

B. Engagement at Amundi,

our motto: Seeking

improvement of the investee company’s sustainability

quality

“To engage means to have a specific agenda with targets that focus on real life outcomes.”

“Active ownership is the use of the rights and position of ownership to influence the activities
or behaviour of investee companies. Active ownership can be applied differently in each asset
class. For listed equities, it includes engagement and voting activities.” UNPRI

Engagement activities aim to achieve a specific purpose and consist of proactively interactions
with an issuer with a goal to achieve specific objectives, which progress can be measured
towards the goals.” Financial Reporting Council (UK)

Through its stewardship activities, Amundi seeks
to have a tangible impact on the economy, as
we truly believe that this active ownership can
trigger stronger outcomes than divestment in
general.

At Amundi, engagement aims to influence the
activities or behaviour of investee companies in
order to preserve long term economic capital
as part of our search to create long-term value
for our clients’ portfolios. It therefore must
be results-driven, proactive and integrated
in our global ESG process. Engagement can
nevertheless have various aims that could be
presented in two categories:

- Engage an issuer to improve the way it
integrates the environmental and social
dimension in its processes, the quality of its
governance in order to limit its sustainability
risks

- Engage an issuer to improve its impact on
environmental, social, and human rights
related or other sustainability matters that are
material to society and the global economy
and could translate into higher ESG-related
risks (risk of controversies, fines or lower
valuation)

Engagement differs from corporate access
and traditional dialogue with companies. For
one, engagement aims to influence an investee
company’s activities or behaviour, thereby
improving its ESG practices or its impact on
key sustainability linked topics. More concretely,
engagement involves having a specific agenda
and targets that focus on real-life outcomes
within an expected timeline.
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Engagement at Amundi Asset Management

Stewardship, the cornerstone of our ESG strategy

Stewardship activity is an integral part of
Amundi’'s ESG strategy. Amundi promotes a
transition towards a sustainable, inclusive low-
carbon economy. Separately from the systematic
integration of ESG criteria within our active
investment, Amundi has developed a practice of
active stewardship through:

- A pro-active engagement policy that seeks
to improve the mid to long-term risk/return
profile of our portfolios. The objective is:

=»To better manage sustainability risks
by contributing to the spread of best
practices and driving better integration of
sustainability in the governance, operations
and business models of our investees.

=>»To better cope with impacts on
sustainability factors by triggering positive
change concerning how investees manage
their own impacts on specific topics that
are paramount to the sustainability of our
society and of our economy.

=»To support the mid-and long-term growth
of our investees by urging them to
accelerate their own transition towards a
more sustainable, inclusive and low carbon
business model and to increase their
Capex3/R&D* investments in highly needed
areas for this transition.

- A voting policy emphasising the need for
corporates’ governance and boards to
grasp both the risks and opportunities of
environmental and social challenges and
ensure that companies are appropriately
positioned and prepared to handle the
transition towards a sustainable, inclusive low
carbon economy.

Engagement, a Key Pillar in Amundi’s “ESG Ambition 2025 Plan”

Engagement will continue to play an even greater role going forward. In 2021, Amundi announced
its new “ESG Ambition 2025 Plan”. Voting & engagement play a key role. Our ambition is to
scale up the different initiatives we created with the investment platforms in 2020 and 2021
to leverage our engagement effort by empowering the various investment professionals who

already have active dialogues with issuers.

The ESG Research, Engagement and Voting
team has developed a comprehensive set of
materials and tools that guide investment
professionals in identifying engagement themes,
selecting the issuers targeted and conducting
a rigorous engagement by having precise,
ambitious and pragmatic demands as well as
tracking improvement.

As the systematic consideration of
environmental and societal issues already plays
a key role in dialogue with companies across all
Amundi investment platforms (beyond the ESG
Research, Engagement, and Voting team), we
truly believe that our investment professionals,
alongside the ESG analysts, play a central role in

3. Capital Expenditure
4. Research & Development

reaching Amundi’'s engagement ambitions.

Our voting activity is an integrated arm of our
stewardship activities. Insufficient improvements
following an active engagement could trigger a
negative vote. Engagements are also triggered
by our voting activity to encourage issuers and
issuers’ boards to better integrate sustainability
and long-term views in their companies’ strategic
planning.
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Engagement at Amundi Asset Management

Tracking and Monitoring Engagement Progress Using a Dedicated

Proprietary Tool

All open engagements are recorded in a central
tool shared with all investment professionals, for
transparency and traceability reasons. Any fund
manager or financial analyst may contribute.

To track issuer-specific engagement objectives,
and subseqguent improvement, Amundi has
created a proprietary engagement reporting
tool. This tool records the feedback given to
issuers on specific engagement topics (in
terms of KPIs® for performance improvements)
and tracks issuer advancement towards these
objectives. An internal system of milestones
assesses their progress, including:

- |Issuers that have made little to no progress
towards the objective after a sufficient
period® of time or have been nonresponsive
(negative), flagging them for potential
escalation based on the criticality of the
matter.

- |ssuers that have not yet provided indication
on whether and when they will achieve the
objective, but for which it is still too early
to assess if there is a positive or negative
trajectory or issuers that show mixed
progression (neutral).

- Companies that have largely achieved their
KPI or are on a path to doing so in the near
future (positive).

Engagements reported in our tool can generate
auditable statistics to help transparently report
the success of our engagement activities.

C. The Engagement Process at Amundi

Engagement Themes
Amundi engages issuers around 5 main areas:

- The transition towards a low carbon econom

- Natural capital preservation (ecosystem
protection & fighting against biodiversity
loss)

- The Human Capital & Human Rights

- Minimum standards in terms of clients’
protections and societal safeguards

- Strong Governance practices that strengthen
sustainable development

Promoting the UN Sustainable Development Goals through

engagement

In 2015, the United Nations Member States adopted the 2030 Agenda for Sustainable
Development, which aims to provide a “shared blueprint for peace and prosperity for people
and the planet, now and in the future.”” The Sustainable Development Goals (or SDGs) are a
globally collaborative and relatively comprehensive set of goals that apply to all countries and
all actors. They include universally pressing issues such as poverty reduction, health, inequality,
environmental sustainability, ethics, and economic growth.

Although our engagement activity does not directly target the SDGs, we observe a strong

overlap.

5. Key performance indicators

6. Time period of the engagement can vary depending on the types of objectives set by the analyst and the timeline for the engagement is

determined by the analyst based on the level of difficulty to achieve the engagement objective among other variables

7. https://sdgs.un.org/goals

(>)
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Incorporating the SDGs into our Amundi ESG & Engagement Process

SDGs

* Measures Global impact
« Issue/theme based

ESG Rating

* Measures company
performance
» Sector based

Strong overlap
between
Amundi ESG
methodology

and SDGs

mn
SUSTAINABLE CITIES
AND COMMUNITIES

o7
AFFORDABLE
/AND CLEAN ENERGY

1. Identifying overlap between 2. Bridging between UN SDG

SDG targets and Amundi’s ESG Indicators and Amundi’s

rating criteria Engagement KPIs

Determining the most material SDG targets Reinterpreting nationally focused KPls as

and indicators for each sector, which SDGs corporate engagement KPIs to encourage

are reflected in our rating criteria companies to concretely contribute to the SDGs

Transition towards a low
low-carbon economy

Natural Capital
preservation

Human Capital &
Human Rights

Minimum standards

in terms of client
protections and societal
safeguards

Governance practices
for sustainable
development
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Engagement at Amundi Asset Management

Selecting Companies for Engagement

Amundiengages investees or potential investees
at the issuer level regardless of the type of
securities held. Issuers engaged are primarily
chosen based on their level of exposure to
the engagement subject (often known as the
engagement trigger).

The environmental, social, and governance issues
that companies face potentially have a major
impact on their activities. Thus, we consider
that we need to assess issuers’ ESG quality
regardless of our position in the balance sheet
(as a shareholder or a bondholder). If ESG issues
have financial consequences for businesses,
such issues are considered by our investment
professionals (equity or credit analysts, fund
managers) in their valuation models and
investment processes. Meanwhile, we engage
on ESG issues at issuer level. Investment
professionals at Amundi may also engage

with issuers on ESG topics that have financial
materiality for the value of the instrument they
are invested in, in addition to their holistic ESG-
related active dialogue with issuers.

Amundi’'s engagement spans continents and
takes into account local realities. The aim is to
have the same level of ambition globally but
adapt questions and intermediate milestones
to different geographies. We also wish our
engagement activities to be impactful and
additive to the global effort of the financial
community.

Amundi also engages at the level of instruments
(for example, on Green, Social and Sustainable
bonds - otherwise known as GSS bonds) to
promote better practices and transparency.

Measuring and Monitoring the Engagement Progress

Defining the Engagement Period

An engagement period varies depending on
the agenda, but the average engagement
period is approximately three years. Amundi
defines different milestones and engagement
developments that are shared internally via
our engagement tool, which is available to all
investment platforms. Formal assessments are
carried out, at least annually. We wish to have
a collaborative, supportive, and pragmatic yet
ambitious dialogue with our investees, to inspire
a wide range of actions that will benefit not only
the issuers themselves, but all stakeholders. We
truly believe that dialogue is the cornerstone
of a sound, strong development towards a
sustainable and inclusive low-carbon economy.

Measuring an Engagement’s Progress
Alongside the engagement, Amundi assesses
the progress made by the issuer towards certain
objectives using milestones. Our first objective
is to induce positive impact: the way we decide
to engage will always be determined by its
effectiveness. Triggering deep change in large
organisations can prove complicated stressful,
or even be considered impossible by issuers.

Adopting a longer-term view and considering
intermediary targets for engagements that take
into account the situations and circumstances
in which the company operates is an essential
element of engagement for it to be effective. We
keep the long term goal in mind while seeking
manageable and measurable improvements in
the short to medium term.

As investors, we must be both demanding and
pragmatic to promote transition towards a
sustainable, inclusive low-carbon economy in
a timely manner. We understand the current
limitations on effectively measuring and
addressing key themes in sustainability, climate,
biodiversity, and human rights. We consider
sustainability to be a moving benchmark, and as
such, our engagement strategies will evolve over
time to better integrate new developments.

Engagement Escalation: incentivizing
change through a toolbox approach

When engagement fails or if the issuer’s action/
remediation plan appears weak, we may
undertake escalation, even up to exclusion from
the active investment universe, meaning all
active investing strategies over which Amundi
has full discretion.
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Engagement at Amundi Asset Management

Escalation modes include (in no particular
order), questions at AGMs, votes against some
resolutions in AGMs, public statements, filing or
co-filing of a shareholder resolution, negative
overrides in one or several criteria of our ESG
score, ESG score caps and, ultimately, exclusion
if the matter is critical.

Escalation modes could use our voting
activities, if some equities are held, and in
themes that are critical (climate, biodiversity &
natural capital, social, corruption related issues,
severe controversies and/or violations of Global
Compact principles as defined by the UN) or in
case of lack of answers on engagement related
to sustainability factors, Amundi could decide to
vote against the discharge resolution, or against
the renewal of the mandate of the chairperson
or certain board members.

How we engage

Direct versus Collaborative Engagement
Amundiconducts engagements bothindividually
and collectively with other investors.

Collaborative Engagement: Working with
Our Peers to Help Drive the Conversation
Collective efforts can often have a great impact.
Just as we encourage issuers to act collectively
on key sustainability issues, investors also often
collaborate. Collaborative initiatives can provide
additional scale and scope for engagement or
provide opportunities for greater impact.

When deciding between collaborative
engagement or our own, Amundi will choose
the most efficient method to push the agenda.
Amundi may also supplement collaborative
efforts with direct engagement if a collaborative
engagement does not cover particular issues,
sectors, or companies, or if the collaborative
initiative does not address the topic in a
way Amundi might wish. Amundi values
both engagement types as means to have
a positive impact on sustainable outcomes,
while maintaining its independence in decision-
making. Amundi will only be active in a
collaborative engagement when it is in line with
its own policy.

In addition to escalation through our voting
activities, failed engagement might have a direct
impact on our full capacity to invest ina company
through a downgrade of related criteria in the
ESG score, and if the issue is critical, it could lead
to a downgrade of the overall ESG score. Amundi
has committedtointegrating ESG criteriainto the
investment process of actively managed open-
ended funds wherever technically feasible,® with
the objective of fulfilling financial objectives
while maintaining portfolios’ average ESG scores
above the average ESG score of their respective
investment universes. Negatively overriding ESG
scores creates a penalty in our capacity to invest
in the issuer.

The ultimate escalation mode could be exclusion
in case of failure to engage and remediate on a
critical issue.

Amundi normally plays an active role in
collaborative initiatives. This generally means
that Amundi takes the role of lead investor on
engagement with one or more companies.
Sometimes, an ‘active role’ also means
that Amundi contributes to the planning,
methodology and operations of the initiative.

By contrast, Amundi is occasionally a mere
participant in a collective initiative. This is often
the case when the initiative is dynamic and
impactful without particular assistance from
Amundi. For other collective groups, Amundi
might contribute to the thought leadership
on emerging topics or provide contacts and
resources. As a participant, Amundi has the
opportunity to gain insights into new and
emerging problems, or advise the group on
the feasibility of proposed methodologies to
prepare for later active engagement.

8. Some exceptions are defined in Amundi’s Global Responsible Investment Polic
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Engagement at Amundi Asset Management

Direct Engagement with Issuers

Direct engagements, where Amundi engages on a standalone basis with issuers, take place across
various forms of communication. This can include in-person meetings, phone or video calls, emails,
formal letters or questionnaires. We divide these forms of communication into two categories:
active engagement versus generic engagement. Irrespective of format, the ultimate aim is to set an
engagement objective and to track and monitor a corporate’s progress.

Generic Engagement
Specific objectives, aimed
to target a large number of

companies

Active Engagement
Robust, in depth, company
specific dialogue

Active Engagement

Active engagement includes active dialogue
between Amundi and the corporate. In the case
of active engagement, targets or intermediates
objectives are specific to the situation of the
issuer.

Generic Engagement

Generic engagements are campaigns that cover
large numbers of companies and very specific,
(often narrower) uniform engagement objectives
(such as communicating our thermal coal policy
to corporates and outlining our objectives
accordingly). Generic engagement can also be
the first step of an active engagement to set
clear expectations.
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Energy Transition

Climate change is arguably one of the greatest
challenges of our time. Global anthropogenic
emissions continue to rise steadily and contribute
to global warming - as they have since 1750. This
ultimately puts our ecosystems, societies and
economies under ever increasing stresses and
the threat of destruction.

The window to close the emissions gap, align
with the Paris Agreement, and mitigate these
risks is narrowing massively. We acknowledge
the multiple challenges faced by the transition,
and the evolving nature of how decarbonisation
can be achieved. In response to these dynamics,
we are continually updating and extending our
research and engagement activities.

Amundi is committed to playing its part in
achieving the objectives of the Paris Agreement,
by helping clients willing to take climate
challenges into account within their investments.
We are on track to deliver our promise of
engaging with 1,000 issuers on climate by 2025.
We do this constructively, identifying pragmatic
transition options that meet the imperatives of
both climate and investors.

Throughout 2023 we tracked our engagements
against the weighted contribution of each issuer
towards the carbon intensity of selected indices.
We further subcategorised for high-intensity
carbon sectors (HCIS) and HCIS without science-
based targets (neither stated commitment to
nor verified targets by SBTI).

Table 1. Coverage of Carbon Intensities in 2023 Engagement

Bloomberg Global

MSCI World MSCI ACWI Aggregate Corporate

2023 Carbon Intensity Engaged 68% 67% 29%

2023 Carbon Intensity in HCIS o o o

Eae ey 79% 78% 28%

2023 Carbon Intensity in HCIS o o o

without SBTi Engaged 84% 80% 26%
The summary above illustrates Amundi’'s = Engaging across the Scope 3 value chain -
commitment to engaging with purpose as we add more sectors, we have adapted

and selecting those issuers with the highest
emissions that can have the most significant
impact on climate change.

This chapter of the report is sub-divided into the
following five sections, each highlighting a key
component of our 2023 engagement activities:

- Engaging on Net Zero - follow-up on
our 2022 Net Zero campaign, providing
updates on companies included in last year’s
campaign and new case studies based on our
extended sector and sub-theme coverage.

- Engaging on Methane - in 2023 we extended
our engagement scope coverage to improve
measurement, reporting and target setting
for this greenhouse gas, a critical aspect of
meeting near-term emission reductions.

our engagement process to integrate the
full value chain of up- and down-stream
emissions in complex globalised supply
chains.

- Engaging on Thermal Coal - as per our 2019
commitment to phasing out thermal coal,
this section provides engagement updates
on thermal coal phase-out, issuers exposed
to thermal coal development, and issues in
financing thermal coal.

- Engaging on Physical Risk & Adaptation -
reflecting the evolving nature of the climate
science discourse, we have commenced
engagement on physical climate risk
assessment and adaptation measures put in
place by issuers.
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A. Engaging on Net Zero

Context

The Global Stocktake: the world is off-
course for Net Zero

The purpose of our Net Zero campaign is a
response to growing concerns over the world’s
ability to limit global warming to 1.5°C or 2°C
(IPCC).° The UNFCCC's first global stocktake,
presented at COP28 in Dubai® showed that
signatories to the Paris Agreement are falling
short of the emission reductions set out in their
nationally determined contributions.

Net Zero Emissions: An updated roadmap
to keep the 1.5° C goal in reach

In response to the outcomes of the first Global
Stocktake, the IEA" updated its roadmap to
net zero,” presenting an ever-closing window
in which to keep 1.5° alive. Since the original
publication of the roadmap in 2021, several
unprecedented factors have affected its
accuracy:

- Post-COVID economy rebounded at record
GDP growth of 5.9%.

- Energy intensity improvements stalled;
energy demand increased by 5.4%.

- Global energy crisis triggered by Russia’s
invasion of Ukraine in 2022.

- Increased coal use resulted in 1.9 Gt jump
in emissions, the largest annual increase in
global CO, emissions from the energy sector
ever recorded.

The updated roadmap, published in 2023,
surveys the complex and dynamic energy
landscape and sets out an updated pathway
to Net Zero by 2050, taking account of the key
developments that have occurred since 2021
We studied the roadmap and its underlying
data to integrate crucial updates into our own
engagement framework, including:

- Revised scenario assumptions for energy and
green technology

- Availability and evolution of key abatement
and carbon removal technologies

- Adjustments to the share of end-user energy
consumption

- Split net-zero target years between
developed and emerging markets

Engaging on disclosure, ambition, and
strategy for delivery: transition plans

Whilst increasing numbers of companies are
grasping the ‘what’ (net zero) and ‘when’
(2050) of the energy transition, fewer still have
concrete strategies on the ‘how’. Throughout
2023, we have developed assessment criteria
and engagement topics on transition plans
presented by companies. By their very nature,
such plans are highly specific to individual
companies, however there are commonalities
amongst sectors and regions. In 2023, we
extended our engagement effort with selected
issuers to identify the key components each
plan should have, and the need for each one to
be rooted in the economics of their transitioning
business model. As members of the Transition
Plan Taskforce Oil & Gas Working Group, we co-
led the drafting of the latest sector guidance,”
which is currently open for public consultation.

9. https://www.ipcc.ch/report/ar6/wg3/downloads/report/IPCC_AR6 WGIII FullReport.pdf

10. https://unfccc.int/documents/631600

11. International Energy Agency

12. https://www.iea.org/reports/world-energy-outlook-2022/an-updated-roadmap-to-net-zero-emissions-by-2050

13. https:/transitiontaskforce.net/sector-guidance/oil-and-gas,
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Amundi Actions

Engagement Selection

Our initial 2022 campaign focused primarily on
four high-emitting sectors: Oil & Gas, Utilities,
Vehicle Manufacturers, and Steel Producers. As
our engagement on this topic has evolved, we
have broadened our sector-specific coverage to
include:

- Cement
- Chemicals
- Transportation (air, maritime & rail)

Furthermore, we have conducted extensive
reviews and updates to our guidance on Oil
& Gas, Utilities, Steel, Autos and non-sector
specific.

Engagement Objectives

As with the initial 2022 campaign, our work in
2023 addressed both ambition and disclosure
issues via two broad aims for our engagement
that apply to all sectors:

1. Improve transparency, comparability, and
accountability of companies regarding their
climate disclosure and strategy.

2. Push companies to raise the ambition of
their climate-related targets at levels Amundi
considers aligned with the Paris Agreement,
ideally at a 1.5°C level.

We  provided companies with  detailed
recommendations on what we consider
necessary to achieve Net Zero and what
related disclosure Amundi expects. This section
provides updates on engagements reported on
in last year’s edition, and introduces new case
studies aligned with our broadened sector
guidance. Specifically, we have augmented our
assessment criteria and engagement themes to
include additional topics:

- Methane abatement
- Physical climate risk
- Strategic plans to achieve transition goals

(< (>



22 Engagement Report 2023

Energy Transition

Engagement Outcomes & Issuer Momentum

Company Performance

Year 1 (2022)

Initial
Recommendation

Assessment in 2023

Company A
Sector: Steel
Country: South

- One of world’s top steel
producers with almost 100%
of its production consisting of

- GHG reporting on all
plants.

- SBTi validation when

No updates on reporting for
all plants but the company
has indicated that subsidiaries

Korea virgin/new steel. the 1.5°C guidance for are being discussed with the
- Slightly behind compared to steel is published. government.
S|m|\ar global S.tee.l prod.u§§rs. - Target on the amount Does not have a concrete target
- Aims to diversify its a‘c_tlwt\es of \ovv—carbo_n steel ‘ on low-carbon steel but does
tovva_rds energy transwtlo_n produceq, with _detawls have a new EAF investment that
solutions (battery materla\s,_ on what is considered aims to be operational by 2026
hydrogerj...) and to expand its low carbon. to meet European customer
steel business overseas. demand (0.4t CO2/ per ton
- Reduction target on absolute of steel compared to 2.0 for
emissions aligned with a well traditional steel currently). They
below 2°C trajectory according aim to grow the volume of this
to Amundi’s calculations but low-carbon steel to 5 million tons
not submitted for validation to by 2030.
the SBTI.
- No GHG emissions reporting No indication as to whether
for production outside Korea they will set an SBTi-aligned
- No target on the production of target but they do not want to
low-carbon steel. pay a carbon tax on stee\. to
the European market so, in the
company’s opinion, SBTI
validation may be considered if it
will help them avoid the carbon
tax.
Company B - Major world cars and vans - |CE phase-out by 2035. Company has pledged to phase-
Sector: manufacturer, slightly ahead on out ICE vehicles by 2030 in

Automobiles
Country: USA

the shift to EVs.

- Commitment to phase out
internal combustion engines
(ICE) cars & vans by 2040 vs
2035 for a 1.5°C objective.

- EV sales target aligned with
a well-below 2°C objective
according to Amundi’s
calculations.

- Does not disclose a well-to-
wheel (WtW) carbon intensity
per km.

- Raise EV sales target at
a 1.5°C - aligned level.

Europe.

No progress on other fronts.
Company still aims to sell 50%
electric vehicles in 2030, which is
not in line with a 1.5°C trajectory.

Company C
Sector:
Construction
Machinery &
Heavy Trucks
Country: Japan

- One of the world’s largest
trucks & buses manufacturers,
laggard on the shift to EVs.

- Does not disclose a well-to-
wheel (WtW) carbon intensity
per km.

- No transparency on their
planned investments (Capex
and R&D).

- No commitment to phase out
ICE trucks/buses by 2045 for a
1.5°C objective.

- No EV sales target, which we

consider a must-have for any
manufacturer.

- ICE phase-out by 2045.
- Setan EV sales target.

- Disclose a carbon
intensity per km.
- Provide a breakdown

of current and planned
investments.

No progress on the issue of ICE
phase-out. In the course of our
engagement in 2023, Company
replied to us that its policy is to
provide “environmentally friendly
vehicles (including ICE) tailored
to each customer’s usage.”

No progress on our other asks.
On a number of issues, Company
says that it is not able to disclose
information as it is currently
“under scrutiny in light of the
impact of [its]Jengine certification
fraud.”
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Company D
Sector: Electric
utilities
Country: India

Utility company operating on
the entire power value chain

including mining, generation,
transmission, and trading.

Absence of a breakdown of
GHG emissions per activity.

High carbon intensity of
current power generation.

Mid-term emissions reduction
target close to alignement with
a 1.5°C objective according to
Amundi’s calculations.

Committed in 2020 to SBTI
near-term and net-zero targets
and member of Business
Ambition for 1.5°C campaign. -
Net Zero commitment by 2050
vs 2040 for a 1.5°C objective.

No coal phase-out
commitment.

- GHG emissions
breakdown per activity.

- Coal phase-out by
2040.

- Net Zero commitment
by 2040.

The company has failed to res-
pond to Amundi’'s 2023 engage-
ment requests or recommended
actions.

In 2020, the company pledged

its commitment to SBTi-verified
targets. However, as of year-end
2023, such targets had not been
submitted to the SBTi database.

Company E
Sector: Gas
utilities
Country:
Germany

Major operator of power and
gas networks.

Reports of absolute methane
emissions but not in intensity.

No emissions-reduction target
specific to methane but
included in the overall target.

No target on the shift to low-
carbon gases while having
set a 50% reduction target on
scope 3 emissions by 2030.

- Discuss further the
relevance of disclosing a
methane intensity.

- Methane reduction
target.

- Group-wide target on
the shift to low carbon
gases.

Developments in setting up more
advanced method for recording
methane losses. However, no
concrete progress on reporting
methane intensity from gas ope-
rations nor in setting a reduction
target.

Extensive studies on the injection
of hydrogen into a natural gas
network have been carried out,
but clear group-wide targets on
the development of low-carbon
gases are still to be formalised.

Enhance transparency in
disclosing lobbying positions,
extending beyond trade associa-
tion engagement, by explicitly
aligning with a 1.5°C objective.
This involves publishing a com-
prehensive review of the sector’s
climate policy positions, asses-
sing their alignment with the Pa-
ris Agreement, and disclosing the
advocacy strategies employed
during climate policy engage-
ment activities.
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Company F
Sector: Oil, Gas
& Consumable
fuels

Country: Japan

Exploration and production
(E&P) company, ahead on
methane emissions but laggard
on carbon.

Current carbon intensity of
operations is above global E&P
average and includes carbon
offsets.

Carbon reduction target is not
aligned with a 1.5°C objective.

Lack of transparency regarding
policy applied to new fields
development.

No zero routine flaring
commitment published on the
world bank database.

Not member of the OGMP

2.0 initiative, which aims to
standardise methane emissions
reporting. It is important to
ensure that the low methane
intensity disclosed by the
company discloses reflects
reality.

Advocacy policy still supports
the long-term role of natural
gas, which is not in line with a
1.5°C objective.

- Report on carbon
intensity excluding
offsets.

- Strengthen carbon
reduction target and
set a target excluding
offsets.

- Limit the carbon
intensity of new fields
development.

- OGMP membership

- Further discuss the role
of natural gas in the
energy transition.

Company joined the Oil & Gas
Methane Partnership (OGMP) on
29" November 2023, formalizing
its commitment to methane
abatement in its operations.

Company G
Sector: Steel
Country: India

The company set a target to
reduce CO, emissions by 42% by
2030 (vs. a 2005 baseline) which
translates into a reduction of CO,
intensity to <1.95 tCO,/tcs by
FY2030. Their target is

aligned with the SDS well below
2°C scenario according to the
company.

No commitment to be Net Zero
by 2050 (in line with India’s
commitment to be Net Zero by
2070).

Commit to a Net Zero
commitment aligned with
the Paris Agreement.

Increase their reduction
target to align with an
approved science-based
target of at least well
below 2°C and ideally a
1.5°C.

Set a target on the
development of low
carbon routes for steel
production.

No explicit Net Zero 2050
commitment, but indication
that they aim to achieve Net
Zero before India’s nationally
determined contribution to be
Net Zero by 2070.

No explicit commitment to

SBTi or increasing ambition of
their target from well below 2°
to 1.5° but Company admitted
they are looking into it. They
also acknowledged the need for
them, as an Indian steelmaker, to
realistically set an SBTi target in

Roadmap to decarbonise focuses the near term.
on efficiency measures, techno-

logy performance improvements
with conventional routes (such as
with CCUS), increasing the use of
scrap, and developing alternative
fuel sources such as renewable

energy.

Provide breakdown of
carbon intensity per
production route at the
group level.

Set a target to increase scrap use
by 10% in the next few years (no
concrete timeline).
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Next Steps and Amundi Engagement Outlook

The number of companies agreeing to engage
on climate continues to grow, as does the
level of knowledge and understanding across
sectors. As a result, the degree of detail and the
maturity of most of our engagements improved
throughout 2023. However, many issuers (now
armed with the knowledge and expertise to
understand where they are and where they need
to be) are struggling with the practical realities
of delivering Net Zero.

As much of the “low-hanging fruit” (such as
disclosure, transparency and raising awareness)
was addressed in the first year of the campaign,
engagements in 2023 focused on more
challenging aspects, such as setting science-
based reduction targets and publishing credible
transition plans. For the most part, we have been
encouraged by the honest, candid conversations
many issuers are willing to have about such
inhibiting factors. This in turn requires our own
engagement to become more sophisticated,

as we leverage our research capabilities to
share potential opportunities and sectoral best
practices during engagements.

Our reflections on the 2023 engagement year
have vielded opportunities to enhance our own
framework. For 2024 next steps, we intend to:

- Proactively re-engage all issuers with whom
we have started the Net Zero process.

- Extend sector-specific guidance on our Net
Zero framework across our full coverage.

- Focus on encouraging and supporting issuers
to develop approved transition plans.

- Re-format our engagement process to allow -
a progressive focus on criteria relevant to
each issuer’s stage on their decarbonisation

journey.

Case study 1: Engaging with a Global Chemicals Company

Context

This chemicals company is the largest in the world by revenue and is integral to the global
chemicals supply chain. It therefore has the power to lead decarbonisation across the rest of the
sector. Its large production footprint makes its business model and decarbonisation pathway
complex and its up- and down-stream carbon emissions difficult to control. Nonetheless, it has
one of the largest carbon footprints in the sector; this needs to be addressed with clear tracking
of progress on reduction. Three other aspects make this engagement additionally compelling:

- Despite larger investments in carbon reduction pathways, major planned investments are
focused on expanding fossil-based production in China and in blue ammonia that might

lock-in carbon for years to come.

- Whilst the integrated system of the company’s sites offers suppliers an opportunity to work
with the company to reduce carbon emissions, the company faces a particularly acute
threat from highly vertically integrated producers, particularly in the Middle East. The latter
are developing technologies to produce olefins directly from crude oil, with significantly

lower costs and lower carbon emissions.

- The company has introduced several cost-cutting measures focusing on efficiency gains,
posing the risk that cuts in capex will slow down transition efforts.
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Amundi Actions

Amundi has conducted a detailed Net Zero assessment on the company to share
recommendations. We addressed our concerns in an engagement call (which we plan to
follow up next year) and have joined collaborative efforts alongside other investors to have a
constructive long-term dialogue on progress.

Engagement Objectives

- Scope 3 target: As scope 3 emissions account for more than 80 per cent of the company’s
total carbon footprint, it is vital the company have a target in place to reduce these
emissions, as 2022 target setting only addressed scope 1 and 2 emissions.

- SBTi approved targets: \With the SBTi’'s guidance on chemical sector target setting to
be released in Q1 or Q2 2024, the company should have no reason to wait any longer for
committing to SBTi approval of the targets set.

- A proportional feedstock substitution target: To abate its largest emissions, the company
must transition away from fossil feedstocks to sustainable, emissions-neutral alternatives.
While the company currently uses a very small amount of biomass in its processes (5 per
cent of feedstocks) and has set a KPI to process 250,000 tons of recycled and waste-
based raw materials by 2030, these together would constitute less than 8 per cent of total
current feedstock use. Setting a target could help stimulate the development of markets
for feedstock alternatives, as well as policy frameworks to support the use of alternative
feedstocks, thereby further speeding transition away from fossil fuels.

- A clear breakdown of planned capital allocation to decarbonisation investments: This
will help understand whether there will be cuts to spending on the low carbon transition,
notably important for its new site in China, as growth plans will substantially increase
emissions in the short term. The company estimates that its planned site in China will
generate 1.8 million metric tons of CO_e from scope 1Tand 2 emissions per year as of launch
in 2025, equivalent to 9.4 per cent of its 2022 carbon footprint. While the company plans
to reduce scope 1 and 2 emissions from the site by avoiding the use of coal feedstocks,
electrifying their steam cracker, and transitioning the site to 100 per cent renewable energy
over time, the opening of the site will increase scope 3 emissions substantially in the short-
term, hence progress on the decarbonisation plan must be tracked.

- Commitment to favouring renewable hydrogen and green ammonia in all new hydrogen
and ammonia investments: The company has recently announced that it is considering
developing a new blue ammonia production facility in the US Gulf Coast region in
collaboration with an international partner. This project could add significantly to the
company’s scope 3 emissions.

Engagement Outcomes and Issuer Momentum

- Scope 3 target: The company announced a scope 3 target in December 2023. The target
addresses the reduction of specific scope 3.1 emissions by 15% by 2030 and achieve Net
Zero on these emissions by 2050. Scope 3.1 emissions account for around 70% of product
carbon footprint and 51 million tons of carbon emissions, via sourcing of raw materials. The
company ran a two-year supplier project to generate primary data on which they can take
procurement decisions today. The company engaged with 2,000 suppliers and aims to
make suppliers’ product carbon footprint a buying criterion.

- SBTi approval: The company expects final chemical guidelines to be published in Q3

next year and is willing to join SBTi if the guidelines are appropriate to the company’s
circumstances.
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A proportional feedstock substitution target: To date, the company has focused on
biomass, but is now also exploring the use of chemically recycled feedstocks. However,
supplies of raw materials from biomass and plastic waste are limited compared to the
enormous quantities required to operate steam crackers. Similarly, the biomethane market
consists of small suppliers and is not scalable in the company’s view. Carbon capture is
likewise not being considered on a larger scale as it requires significant electricity. The
company will not commit to a specific target on substitutions until it has satisfactorily
completed this exploratory phase.

A full breakdown of planned capital allocation to decarbonisation investments for its new
site in China as growth plans will substantially increase emissions in the short-term: The
company is planning capital expenditures of 24.8 billion between 2023 and 2027. A larger
portion is dedicated to technologies for the new site in China, but the company could not
provide further granularity. Instead, the company has committed to a timebound target for
the site to achieve 100% renewable electricity by 2025, which is not reported under capex.
The company insisted that capex cuts will not impact their transition investments.

Commitment to favouring renewable hydrogen and green ammonia in all new hydrogen

and ammonia investments: The company is evaluating investment in electrolysis to supply

green hydrogen in Europe but sees inherent barriers. They expect costs to come down to

a lower threshold governed by high energy costs. In addition, the IRA makes blue ammonia
an attractive prospect. From the company’s perspective, this makes it difficult to commit to
favouring green projects over blue in the future.

Next Steps

We will continue the discussions with the following engagement objectives for 2024

1.

Scope 3 target setting has been a priority issue in our engagements with the company, and
their decision to set a scope 3 target was an extremely welcome development. Nonetheless,
we continue our engagement efforts, addressing concerns about whether this target will
translate into major carbon reductions in the short and long term, whether it will align with
a 1.5°C scenario, and whether the company plans to validate its target with SBTi once their
sectoral SDA has been released. We will continue asking for target setting and greater clarity
on the company’s strategy for reducing dependence on fossil fuels, especially as they have
not bet on any alternatives to fossil fuels at scale. In addition, we intend to monitor progress
on the scope 3 target set.

. We will follow up on a commitments to investing in renewable methanol-based HVC processes,

to minimizing sustainability risks associated with biomass and plastic waste feedstocks and
to de-risking the feedstock transition. The company said that it was considering methanol-
based processes as a potential alternative to fossil processes, but has no concrete plans to
develop either renewable methanol or methanol-to-olefin processes.

. We will monitor the SBTi guidance release to follow up on the company’s willingness to join

the initiative.

.We will question progress on the decarbonisation efforts at the China site and capex

investments that do not appear to be in line with a 1.5°C scenario.

Through both our direct and collaborative engagement within the investor working group, we
aim to make our priorities clear to the new CEO in 2025, and to ensure that the direction the
company takes under their management will be aligned with 1.5°C goals. Any further action is
subject to the outcome of our future engagements.
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Case study 2: Energy transition strategy with a European Oil &
Gas company

Context

For Oil & Gas companies, the energy transition is very important as we move to Net Zero
in 2050. We encourage companies to adopt a “Say on Climate,” so shareholders can have
their voices heard on actions the company is taking on energy transition, low-carbon solutions
and managing emissions. At the 2022 AGM, we voted “For” the Say on Climate, the first the
company has proposed.

Amundi Actions

Regarding Say on Climate and low-carbon solutions, these topics were discussed in five direct
engagements during the year. We also conducted further direct engagements during the year
covering other topics.

Engagement Objectives

1. Ask the company for an updated Say on Climate shareholder vote
2.Give feedback on the changes to the Energy Transition strategy

3.Ask for better transparency on economics of the different low-carbon-solutions and capex
profile

Engagement Outcomes and Issuer Momentum

The company previously had what we saw as a sector-leading energy transition strategy, with a
combination of material declines in future oil & gas production, increased focus on low-carbon
solutions and reducing emissions. However, the company changed the shape of the strategy
earlier in 2023 and resisted requests to speak with the CEO to better understand the changes.
The meetings we did have were not constructive and we made very little progress.

The company did not believe the strategy changes made in early 2023 were material enough
to warrant a new Say on Climate, or even a vote on progress made on its Energy Transition
Plan. We also discussed our concerns regarding profitability levels in some elements of the low-
carbon solutions the company is targeting.

The company is facing management challenges following the departure of their CEO. We met
with the Chairman, but felt that our concerns were not recognised, hence we escalated the
matter further by sending the Chairman a letter outlining a comprehensive set of concerns and
items we believe the company has so far failed to address.

Next Steps

Our engagement during 2023 on energy transition proved challenging. We shall continue to
push for a new Say on Climate, and for more clarity on the breakdown of returns and capex
within low-carbon solutions.
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Case study 3: Electric Power Development Company (J-Power)

Context

J-Power is one of the largest electricity utility companies in Japan and has extensive power
business operations, including coal power generation in domestic and foreign markets. Amundi
has had longstanding concerns with J-Power’s climate strategy, continued development of
thermal coal generation, lack of ambitious commitment related to green investments, and
overall paucity of ESG transparency, particularly given the high emissions from J-Power’s
coal-fired power generation and over-reliance on relatively costly and nascent advanced coal
technologies such as ammonia co-firing and carbon capture and storage (CCS) that currently
play a critical role in J-Power’s decarburisation strategy under its “Blue Mission 2050” plan,
announced in early 2021.

J-Power is one of the focused companies selected under the Asia Investor Group on Climate
Change (AIGCC)'s Asian Utilities Engagement Program' and the Australasian Centre for
Corporate Responsibility (ACCR), for both of which Amundi is the lead investor, since 2021 and
2022, respectively.

Amundi Actions

As the lead investor of AIGCC and ACCR’s engagement programs, we have actively engaged
with J-Power and its relevant teams on a number of occasions to cover key objectives. These
include: improving ESG accountability and oversight, developing a more detailed and ambitious
ESG action plans, and emission reduction targets aligned with the Paris Agreement, notably a
thermal coal phase-out timeline, and enhancing disclosure of other key climate risks such as
physical risks and mitigation measures.

Engagement Objectives

1. Paris Agreement Alignment

While we welcome J-Power’s intention to achieve carbon neutrality by 2050, its short- and
medium-term emission reduction targets are not Paris-aligned. We urged the company
to establish a comprehensive decarbonisation strategy aligned with the Paris Agreement
encompassing short, medium-, and long-term plans for both direct and indirect emissions.
It’'s important for the company to adopt science-based targets such as SBTi, and develop
detailed action plans to achieve them, including expanding emission reduction targets to
encompass overseas operations. Additionally, the company has not committed to the phase-
out of unabated coal-fired generation over any timeframe. Therefore, we strongly request
that J-Power phase out thermal coal across all operations within a timeline aligned with the
Paris Agreement (by 2030 for OECD and 2040 for non-OECD countries).

2.Renewable energy ambition and priority

We have engaged and expressed the concerns regarding J-Power’s over-reliance on relatively
costly and nascent advanced coal technologies such as ammonia co-firing and CCS under
its “Blue Mission 2050” plan. We have repeatedly asked J-Power to focus on and set more
ambitious targets for established renewable technologies and green investments.

3.Transparency

Even though J-Power has provided disclosure aligned with the TCFD® framework around
climate scenarios to a certain extent since 2020 in its annual integrated report, there is limited
disclosure related to other TCFD recommendations, such as key assumptions for carbon
pricing, physical risk measures, mitigation and impacts, or links to remuneration policies.
These are the areas we ask them to improve on.

14. A collaborativ

15. Task Forc

e initiative with Asia’s systematically important electric utilities led by investor groups since 2021.

on Climate-Related Financial Disclosures
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4.Remuneration Linkage to Targets

Remuneration pay plans should contain environmental, social and governance metrics that
are material, measurable, clearly linked to company strategy and which have significant
weight. Specifically, as per best-practice in high-impact climate sectors (oil & gas, utilities,
steel, cement, chemicals, transport, buildings and food products.), we expect climate-related
KPI in the remuneration scheme to have a weighting of at least 10% in total remuneration.

5.Shareholder proposals at AGM

Following the shareholder proposals filed last year at J-Power’s annual general meeting
(AGM) and the continued limited progress for some of our key engagement focus areas
since then, Amundi decided to co-file, for a second year, a set of two shareholder proposals.
The resolutions called on J-Power to formulate a business plan to achieve science-based
short- and medium-term targets to reduce GHG emissions that are aligned with the Paris
Agreement, and to disclose details on how remuneration policies incentivise executives and
senior management to achieve these targets. In addition, Amundi decided to vote against
the re-election of a director responsible for the company’s decarbonisation strategy.

Engagement Outcomes and Issuer Momentum

Paris Agreement Alignment

Following our engagement to push for more granularity with short- and medium-term targets
towards carbon neutrality by 2050, J-Power increased their 2030 reduction target by 1.3
million tons in 2023. They adjusted their emissions baseline to be consistent with the Japanese
Government’s 2013 reference year (previously 2017-2019 three-year average); the revised 2030
target represents a 46% reduction from FY2013 (previously 40% reduction), while the revised
2025 targets is now at 9.2 MtCO,e. However, these targets are still not fully Paris Agreement
aligned, with no commitment on overall coal exit and emission reductions (targets do not cover
overseas operations), and continued resistance to adopting SBTi commitments or validation.

Renewable energy ambition and priority

Despite the global momentum favouring renewable energy, J-POWER’s decarbonisation
strategy falls short of demonstrating a robust commitment to this sector. While renewable
energy is included within the plan, an undue emphasis on prolonging the operational lifespans
of coal power plants persists, diverting focus from the imperative of prioritizing renewables.
Following persistent advocacy for J-Power to shift towards, and establish more ambitious
targets for, proven renewable technologies and sustainable investments, the 2023 integrated
report unveiled a revised commitment to increase renewable energy investment to JPY 700
billion between FY2023 and FY2030, a notable increase from the prior JPY 300 billion between
FY2022 and FY2025. However, the company’s aim to develop 1,500MW or more of renewable
energy by FY2025 signifies only a modest 15% portfolio growth between 2019-2025, starkly
at odds with Japan’s 2021 Strategic Energy Plan (SEP), which projects a robust 100%-113%
expansion in combined solar, geothermal, hydro, and wind power by 2030. Moreover, while
J-Power outlines plans for renewable development post-FY2025, precise numerical targets
remain undisclosed. Hence, while persisting in heavy reliance on advanced coal technologies,
J-Power does not transparently provide cost analyses to substantiate technological choices,
nor disclose plans regarding the transition of coal units to hydrogen/ammonia co-firing and
coal gasification with CCS, versus those scheduled for decommissioning. Considering this, we
maintain a cautious approach and continue recommending that J-Power prioritise renewable
energy, particularly offshore wind and other established green technologies, over nascent coal
technologies, mitigating the potential for asset stranding and aligning with evolving market
dynamics.
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Transparency
Through our engagement with J-Power to improve transparency in these areas, the company
has made some positive progress in their disclosure based on the TCFD recommendations.
Compared with their Integrated Report of the previous year, the 2023 Integrated Report more
clearly communicates the organisational structure behind the oversight of ESG risks by Board,
as well as the roles of the Executive Committee and Sustainability Promotion Board on climate
matters. GHG emissions data and calculation methodology underwent third-party verification
to increase accuracy. Carbon pricing calculations were included for the thermal power segment,
based on a 2030 scenario analysis and their reduction target.

Remuneration Linkage to Targets

In 2023, the company has officially introduced non-financial evaluation indicators in
performance-linked remuneration for company directors, including a section on “Response to
climate change.” Additionally, the performance-linked compensation weighting was increased
from 10% to 20%. While this recognition of non-financial indicators in remuneration is a positive
step, the current compensation program generally lacks sufficient detail, such as measurable
metrics that are clearly linked to the company’s strategy. The actual weighting afforded to the
various material issues identified within the performance evaluation is also unclear.

Shareholder proposals at AGM

The first shareholder proposal (target alignment with 1.5°C) received over 20% support for a
second consecutive year, which demonstrates that there is sustained interest from investors
to push J-Power towards greater progress in their emission reduction strategy and alignment
with the Paris Agreement. The second shareholder proposal (remuneration linkage to short-
and medium-term targets GHG reduction targets) received 15% support, which continues to be
a rather exceptional level for climate proposals in Japan. This significant support should push
J-Power to more actively engage with and listen to its investor base.

Next Steps

As of the end of 2023, J-POWER’s decarbonisation strategy, “Blue Mission 2050,” is aligned
with delaying substantive climate action rather than making genuine, ambitious moves toward
a clean energy transition aligned with 1.5°C target. We will therefore continue to push for climate
targets to be aligned with the Paris Agreement, in particular for coal phase-out to include
all assets, both domestically and internationally. The company’s renewable energy ambition
has improved somewhat, but remains limited for national agenda and geographical reasons; it
should, however, be prioritised over nascent and new technologies under its decarbonisation
solutions. Given that there continue to be regulatory constraints and energy security concerns
hampering adoption of recommendations, regulatory-level engagements may be required
in the next phase. On the other hand, there has been progress with the recent move to link
executive compensation to climate change. However, J-POWER'’s decision to broadly categorise
“Response to Climate Change” as one among several evaluation indicators, instead of offering
a focused, quantifiable climate-related metric, dilutes the emphasis on climate action. Hence,
we expect J-POWER to enhance transparency by providing a detailed breakdown of how
these evaluations are conducted and weighed against financial performance. We will continue
our engagements with J-Power and will also begin to initiate conversations around Lobbying
Practices and Just Transition as part of the overall ESG strategy development.

(< (>



32 Engagement Report 2023 Energy Transition

Case study 4: ENN Energy Holdings

Context

We have been engaging with ENN Energy Holdings, a gas utility in China, since 2021 on different

E,

S and G criteria. Over the last years, we have engaged on the issues of GHG emissions,

Health & Safety, ESG KPIs in remuneration and Ethics; and have given the issuer best practice
feedback on the different elements. We have seen a varying degree of progress over time:
some indicators have been achieved while others remain outstanding. Relevant details have
been shared in previous reports as well as below. N.B. - in our 2022 Engagement Report, this
case study was presented in the Emerging Markets Engagement section.

Amundi Actions

As mentioned, we have had multiple conversations with the issuer since 2021 on the
aforementioned topics. We detailed the company’s progress in our earlier engagement reports
from 2021 and 2022. Below, we further elaborate on developments the utility made in 2023
based on feedback we had given them in previous years.

Engagement Objectives

Our engagement objectives for 2023 were as follows:

To clarify whether the company’s coal phase-out plan was a concrete commitment or only
an intention, as well as to understand if the company was planning to publicly communicate
this phase-out plan.

To put in place interim absolute emission reduction targets on scopes 1 and 2.
Comprehensive measurement of scope 3 emissions along with interim emission reduction
targets on the same.

Disclosure of climate related risks and opportunities in alignment with the Task Force on
Climate-related Financial Disclosures (TCFD) framework.

Certification of the company’s emission reduction targets and if ENN Energy still plans to
obtain an SBTi certification once the O&G guidance is finalised.

Further H&S certification for member companies with related targets around the same (and
an eventual 100% target for certification).
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Engagement Outcomes and Issuer Momentum

ENN Energy aims to phase out thermal coal in line with Amundi’'s Coal Phase-out Policy i.e. by
2040 for non-OECD and non-EU countries. While this is a positive goal, we checked with the
company whether it was still an intention or a publicly communicated commitment, since we
ask our investee companies to put in place a publicly communicated plan. Thus far, the coal
phase-out remains an intention and not a publicly disclosed formal commitment. To this, we
have requested the company to disclose a concrete and publicly communicated commitment
to phase out from all thermal coal operations before 2040.

Another aspect we have been engaging with ENN Energy onis to set absolute emission reduction
targets on scopes 1 and 2 in the interim, along with the intensity targets the company already
has. While ENN has not yet set an absolute emissions reduction target on the aforementioned
scopes, the company did acknowledge our feedback. The utility explained that as the business
is still growing, including the acquisition of new city gas projects, as well as the addition of new
integrated energy projects, these could lead to higher scope 1 & 2 emissions in the short- to
mid-term. However, ENN Energy is internally considering these, and there could potentially be
movement on the targets in the updated Decarbonisation Action plan, due to be disclosed in
2024. However, there are no concrete commitments on the same from the issuer yet. Further,
we have engaged with ENN Energy on scope 3 emissions, and to expand its measurement
and reporting of the different categories within this scope along with putting in place interim
emission reduction targets for scope 3. The issuer has made progress on the measurement of
scope 3 emissions and disclosed all 15 categories in its reporting. ENN Energy explained that
because the difference in magnitude is large, beyond the largest four categories 1a, 3, 4, and
11, remaining categories have been integrated into “other” for disclosure. Emission reduction
targets on scope 3 have not been set yet. The utility has acknowledged that scope 3 remains
a challenging but crucial scope for gas utilities, especially for promoting emissions reductions
across the entire gas value chain. The issuer mentioned that, similar to scopes 1and 2, it will use
the opportunity of updating its Decarbonisation Action Plan to thoroughly review and improve
relevant data, while considering the possibility of setting scope 3 emission reduction targets
as well. We have re-emphasised our feedback and the importance of setting interim emission
reduction targets along with an associated strategy across the company’s entire value chain
i.e. scopes 1, 2 and 3; and we will actively continue to monitor and engage on these indicators
in 2024.

ENN Energy successfully disclosed its first TCFD-format reportin December 2023, which evolved
from being a pilot project previously. Since June 2023, the company has collaborated with a
third-party consulting agency to kick-off the TCFD framework and identify the most material
climate related risks and opportunities. A short list of climate-related risks and opportunities
was obtained and the results of their financial quantification are disclosed in the current report.
Some further climate-related risks and opportunities will be revealed in the Company’s FY2023
ESG report in 2024.

With regard to having its emission reduction targets certified by an independent standard,
ENN Energy continues to remain open to certification by the SBTi. However, the utility awaits a
revision and finalisation of the initiative’s O&G guidance.

At the end of 2022, ENN Energy held ISO 45001 H&S certification for 62 member companies
that contributed more than 70% of the company’s revenue. By the end of 2023, ENN was aiming
for 15 more member companies to obtain this certification. Further, the issuer mentioned that
they are working on developing a scheme to aim for 100% ISO45001 certification for all member
companies. This remains a work in progress, however we have emphasised our keenness on a
100% certification rate.
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Next Steps

ENN Energy continues to work on different indicators and overall, we see the issuer moving in

th

e right direction. We have seen some positive developments from the company in the last

years, including in 2023, and continue to engage and encourage best practice on other areas.
Further feedback was given to ENN Energy that included:

Putting in place a concrete and publicly communicated commitment to phase out from all
thermal coal operations before 2040. An evolution from the current intention.

Putting in place interim absolute emission reduction targets across scopes 1, 2 and 3. These
targets should be associated with relevant timeframes, strategies, and investments.

Along with an interim emissions reduction target on scope 3, we encouraged the company
to put in place a comprehensive strategy (with concrete KPIs and quantification where
possible) as it works with suppliers, and the value chain more broadly, on addressing and
mitigating scope 3 emissions.

100% of overall company sites (or member companies) to be certified to an international
H&S standard like the ISO 45001.

As planned, to have the company’s emission reduction targets certified by the Science
Based Targets initiative, to align with a 1.5°C scenario (once the relevant guidance is ready).

We will continue to engage as well as monitor developments over 2024.
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Case study 5: Engaging with US Regional Banks on Net Zero and
the Energy Transition

Context

Net Zero and the energy transition are two overarching themes relevant to the long-term
valuation of all issuers, and to the value of the portfolios managed by Amundi on behalf of our
clients. Globally, the major banks (or Global Systemically Important Banks) tend to have Net
Zero strategies in place to varying degree. However, small to medium-sized banks, particularly
outside of Europe, currently tend to be at an earlier stage of formulating their Net Zero
strategies. For this reason, Amundi launched an engagement campaign in 2023 focusing on US
regional banks to raise awareness of our expectations for thermal coal phase-out, as well as Net
Zero and transition strategies. This campaign also served to complement the engagements we
did during 2023 with major North American banks in both Canada and the US.

Amundi Actions

An engagement campaign with US regional banks was launched in 2023. Prior to this, we had
engaged with a few US regional banks the year before. To expand the depth of the engagement,
we broadened the range of regional banks targeted in 2023 to cover 20 different US states.

Engagement Objectives

- Increase awareness of best practice in a bank’s Net Zero and transition strategy
- Increase awareness of best practices in thermal coal phase-out policies

Engagement Outcomes and Issuer Momentum

Although still in its first year, our engagement with the US regional banks has already produced a
number of important observations. The following are the key takeaways of our pre-engagement
analysis of the US regional banks (July 2023):

None of the banks had a commitment to phase-out thermal coal exposure by 2030 for
OECD and 2040 for rest of the world.

Only a couple of banks had committed to Net Zero by 2050 covering financing activities.

No bank disclosed absolute financed emissions.

While a couple of banks had committed to disclose reduction targets for financed
emissions, none had yet published such targets.

Of the total 26 letters we sent out during 2023, we heard back or had a follow up meeting with
c.38%. The table below provides a summary of these banks’ climate strategies as of July 2023.
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Table 2: Status quo of US regional banks as of July 2023 and response to
engagement request

phaserout | NetZero | oo inanced | sions reduction | p SDP | Respenseto
commitment emissions targets

Bank A No No No No Yes Meeting
Bank B No Yes No No Yes Meeting
Bank C No No No No No Meeting
Bank D No No No No No Meeting
Bank E No No No No Yes Meeting
Bank F* No Yes No No Yes Meeting
Bank G* No No No No Yes Meeting
Bank H No No No No No Letter
Bank | No No No No No Letter
Bank J No No No No No Letter
These two banks we engaged with initially in 2022 and followed up in 2023

Since July, one of the banks has published absolute emissions data covering a large portion of
its lending as it had suggested it would during 2023.

Next Steps

As the engagement develops, we hope to see more US regional banks set or expand Net Zero
commitments covering financing activities. We expect the momentum for disclosing absolute
financed emissions to continue, as we saw one of the banks already do during 2023, while
another committed to such disclosure in 2024. These can serve as best-practice examples to
encourage peers to improve on transparency. Several banks communicated that they have
made initial measurements internally but are not yet confident enough in the data quality to
disclose. In addition, we hope to see banks setting reduction targets for financed emissions.

The campaign revealed that some of the US regional banks see local climate disclosure
requirements as an important driver of increased disclosure on absolute financed emissions.
Several banks pointed to data quality and availability as being a factor for waiting to disclose
financed emissions data. We would encourage banks to be transparent about the assumptions
underlying the measurement of financed emissions, including the disclosure of data quality
scores to aid stakeholder understanding.

On the topic of phasing out thermal coal exposure on a 2030/2040 timeline, most banks
acknowledged our expectation, but seemed unready for a commitment yet. Most acknowledged
the need for thermal coal to be phased out (i.e., need to transition) but believed it would take
time and that industries need to be supported. Other banks mentioned that they are, generally
speaking, not in favour of exclusion policies. The weakest response we received concerns a
bank citing that its historical exposure to coal has declined in line with the overall decline of the
coal industry.

Going forward, we will encourage the banks to increase transparency on absolute financed
emissions and set targets to reduce them. Ultimately, we would like to see the banks that
have not yet done so make tangible steps towards committing to Net Zero across financing
activities. For banks that did not respond to our original letter, we will follow up during 2024.
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Casi study 6: Engaging on Net Zero and Transition with Canadian
Banks

Context

Net Zero and the energy transition are two overarching themes relevant to the long-term
valuation of all issuers, and to the value of the portfolios managed by Amundi on behalf of our
clients. For a bank, a climate transition plan should include financed and facilitated emission
reduction targets, as well as targets related to financing of green solutions. As a minimum, a
bank’s climate strategy should include a solid thermal coal policy, as climate scientists leave
no doubt on the need to phase out thermal coal and have set a clear timeline for this. While
the Canadian banks have committed to becoming Net Zero by 2050 and have started setting
2030 emission reduction targets for some sectors, we identify them as lagging global peers as
regards thermal coal phase-out commitments.

Amundi Actions

In early 2023, we launched our engagement campaign with Canadian banks. We exchanged
with the five largest diversified banks, which together represent a significant portion of banking
sector assets in Canada. During 2023, we also joined the IIGCC Banks Working Group focused
on Canadian banks.

Engagement Objectives

1. Develop a thermal coal policy, including a commitment to phase out exposure by 2030 in
OECD and by 2040 in the rest of the world.

2.Develop the coal policy to include an explicit exclusion of thermal coal developers.

3.Increase transparency of financed emissions disclosures by covering not only lending
commitments but also capital markets activities.

4.Expand sector decarbonisation targets to include not only lending commitments but also
capital markets activities.

Engagement Outcomes and Issuer Momentum

From our first year of engagement with Canadian banks, we highlight the following observations:

- All banks are members of the Net Zero Banking Alliance.

- All banks disclose some absolute financed emissions data, but only one bank includes
counterparty scope 3 emissions for certain sectors.

- All banks have set financed emission reduction targets for at least one sector. Only two
banks follow best practice and cover total lending commitments and capital markets
activities within the scope of the target.

- None of the banks within the engagement have currently committed to phasing out thermal
coal exposure.

Our initial engagement with three of the banks took place ahead of their AGMs in early 2023.
In these meetings we discussed our expectations for banks’ climate strategies, in particular
around thermal coal phase-out.
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Table 3: Status quo of the Canadian banks as of March 2023

Energy Transition

. Includes coun- . Reduction
Coal Member of Discloses terparty scope Discloses F|n:_;m<_:ed targets
phase-out Net Zero absolute Fi] : . emission A
g : g 3 emissions in | facilitated g cover capital
commit- Banking financed fi d - P reduction Kk
ment Alliance emissions nancecicmiss ESiissons targets markets
sions disclosure activities
Bank A No Yes Yes No No Yes No
Bank B No Yes Yes Yes No Yes Yes
Bank C No Yes Yes No No Yes No
Bank D No Yes Yes No No Yes No
Bank E No Yes Yes No No Yes Yes

At the AGMs in early 2023, Amundi voted against the Board Chair for each of these five banks
given our concerns on the weaknesses in thermal coal policies, in particular the lack of a phase-
out commitment. In addition, Amundi supported several climate shareholder proposals. For
example, several of the banks had shareholder proposals related to adopting an advisory vote
on environmental policies. Amundi supported a similar shareholder proposal at the AGMs in
early 2022.

We met several of the Canadian banks more than once during 2023. The purpose of these
meetings was to reiterate our expectations. One of the banks told us that it was in the process
of updating its coal policy. Amundi will monitor this disclosure to see whether the bank commits
to a phase-out of its thermal coal exposure.

Next Steps

As the engagement develops, we hope to see the Canadian banks expand the scope covered by
emission reduction targets to not only include lending commitments but also capital markets
activities. On the latter, we believe PCAF'’s finalisation of guidance on facilitated emissions last
December will be a potential catalyst. In relation to thermal coal phase-out commitments, we
believe further engagement on the topic may be required. One of the banks said it is in the
process of updating its coal policy. Hopefully this update will include a phase-out commitment,
which could then serve as a best practice example to encourage other Canadian banks.

Going forward, we will continue to engage with the Canadian banks collectively through
our involvement with the IIGCC Banks Working Group. On an individual basis, Amundi will
specifically encourage Canadian banks to commit to phasing out thermal coal exposure. We
will also continue to ask for emissions reporting and related targets to not only cover lending
but also capital markets activities. Additionally, we will recommend inclusion of counterparty
scope 3 emissions in disclosure.
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Case study 7: Engaging on Thermal Coal with a South African D

Bank

Context

Amundi believes that banks play a crucial role in the on-going energy transition, alongside
public authorities and the banks’ clients. One of the major sources of carbon emissions is the
continued use of thermal coal in power generation. As specified by climate science, phasing out
the use of thermal coal is the single most important step in aligning with the Paris Agreement.
Amundi has committed to reducing exposure to thermal coal in its portfolios, with a formal exit
for OECD and EU countries by 2030 and for the rest of the world by 2040, in line with the Paris
Agreement.

Amundi Actions

In February 2023, Amundi engaged one of South Africa’s top five banking groups to discuss
varied ESG issues, including the topic of thermal coal. At that time, the group’s coal policy
did not exclude the financing of new thermal coal activities and lacked a commitment to
phase out thermal coal in line with the Paris Agreement. As a result, discussion focused on the
bank’s commitment to phase out thermal coal by 2030 for its OECD activities and 2040 for
its non-OECD activities, given its exposure to both the developed and emerging economies.
Management indicated that the group’s fossil fuel policy was under review.

Another topic we discussed with the group was the linkage of ESG to executive remuneration.
We asked the group to create internal ESG metrics that would be used as key performance
indicators (KPIs), rather than rely on external ESG ratings. Regarding financed emissions
disclosure, we recommended the bank include off-balance sheet financed emissions (i.e.,
undrawn credit lines) in its reported total financed emissions. The bank reports only on-balance
sheet financed emissions, while current best practice is to report on both.

Engagement Objectives

1. To strengthen its thermal coal policy, and in particular to commit to phasing out thermal
coal by 2030/2040 for its OECD/non-OECD activities;

2.To create internal and quantifiable ESG metrics (KPIs), and subsequently link executive
remuneration to ESG; and

3.To include off-balance sheet financed emission in reported total financed emissions.

Engagement Outcomes and Issuer Momentum

The group updated its thermal coal policy in June 2023, and pleasingly, the policy now contains
an exclusion to providing financial services to new thermal coal mines outside South Africa
and new clients that export thermal coal. Furthermore, in the updated coal policy, the bank
now commits to not provide limited recourse project financing for new thermal coal-mines,
regardless of jurisdiction. Most importantly, the group pledges to reduce its thermal coal
exposure to zero by 2030, thus ahead of the 2040 timeline for its non-OECD activities.

Concerning the use of external ESG ratings as KPIs for executive remuneration, we were pleased
that the bank indicated that it will consider our feedback when updating its remuneration
policy, which is due for review in 2024, per management.

Next Steps and Amundi Engagement Outlook

The group has strengthened its coal policy, and has committed to hold no thermal coal assets
by 2030, aligning with the Paris agreement. As such, it has become a best practice example for
emerging market banks. Amundi, however, will continue to engage with the bank, in particular
to understand any possible continued involvement in new thermal coal activities in South
Africa, given the country’s high dependence on thermal coal for energy, as well as to monitor
the evolution of its thermal coal exposure, in light of the target to phase out by 2030.

We will follow up on the creation of internal ESG KPIs to be linked with executive remuneration
allowing the bank to discontinue its use of external ESG ratings for that purpose. Amundi will
also follow up on the incorporation of off-balance sheet financed emissions in total financed
emissions.
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Case study 8: Engaging with a European Bank on Thermal Coal

Context

Amundi believes that banks have a crucial role to play in the energy transition, alongside their
clients and public authorities. One of the major sources of carbon emissions concerns the use
of thermal coal in power generation. As stated by climate science, phasing out thermal coal is
the single most important step in aligning with the Paris Agreement. Amundi has committed to
reducing its exposure to thermal coal in its portfolios, with a formal exit for OECD countries by
2030 and for the rest of the world by 2040, in line with the Paris Agreement.

This European bank updated its thermal coal policy in July 2021, but the policy remains unaligned
with the objective of the Paris Agreement to limit global warming to 1.5°C. Amundi considers
that the bank’s policy remains deficient in several aspects and that it lacks transparency. We
therefore contacted the issuer to propose a meeting to discuss the policy, as well as their wider
climate strategy. Interestingly, the bank is quite active in terms of sustainable finance, as a
player in the issuance of green and social bonds. Nonetheless, Amundi is looking for a minimum
level of commitment from banks to limit and reduce brown financing (including a commitment
to phase out thermal coal according to a 2030/2040 timeline), alongside efforts to grow the
green part of the business.

Amundi Actions

In June 2023, Amundi met with the bank’s top management. We explained our concerns
regarding the bank’s thermal coal policy, its unconventional oil & gas policy and its broader
climate strategy.

Engagement Objectives

1. To commit to phasing out thermal coal power generation (on top of the existing
commitment to phase out exposure to coal mining companies by 2025),

2.To extend the coal developers policy to also cover outstanding exposure (i.e., an immediate
halt to all financing of companies that develop any coal activity),

3.To clarify the definition of “significant” in the unconventional oil & gas policy: “companies
with significant revenues from unconventional resources,”

4.To extend sectoral decarbonisation targets to also cover capital markets activities (so-called
“facilitated emissions”), in addition to lending and investments.

Engagement Outcomes and Issuer Momentum

The bank cited its crucial role in the country’s economy as justification for its preferred risk-
adjusted approach, incentivizing clients to decarbonise instead of applying a full exclusion. It
would like to avoid any social problems, i.e., continuing to support companies and industries so
that employment does not come under pressure.

We believe that one does not preclude the other; a clear climate strategy including a solid
thermal coal policy does not need to exist to the detriment of the economy, provided it is done
in the spirit of a Just Transition. In any case, climate science is very clear about the need to
phase out thermal coal according to a 2030/2040 timeline, if we want to reach the objective of
the Paris Agreement. Not reaching the objective to limit global warming to 1.5°C would lead to
higher (economic and human) costs for society.

The bank also mentioned that one of its current priorities concerns the development of science-
based targets. It committed to the SBTi in March 2022, which means that it has until March
2024 to develop and submit SBTi-aligned science-based targets. We consider this prospect a
positive development.

Next Steps and Amundi Engagement Outlook
This bank’s thermal coal policy is lagging European peers. Amundi will continue to actively
engage with this issuer.
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Case study 9: Engaging on Climate & Deforestation with a Q

Mexican Bank

Context

During 2023, we started engaging with Grupo Financiero Banorte (Banorte), one of the largest
Mexican banks, on the topics of climate and deforestation, given its exposure to sectors that
are vulnerable to deforestation and biodiversity loss. Amundi believes that, as is the case
for decarbonisation and energy transition, banks can play a crucial role in the prevention of
biodiversity loss and deforestation through their funding actions. Additionally, banks’ clients are
exposed to physical risks that indirectly link the banks to such risks. Funding companies that
contribute to biodiversity destruction or deforestation can also expose banks to controversies,
harming their reputations.

Amundi Actions

In June 2023, we met with Mr. Jose Luis, Head of Sustainability, and his team. We discussed the
bank’s Net Zero strategy, its coal policy and the bank’s approach to risks related to biodiversity
loss and deforestation, among other ESG topics. We proposed that Banorte publish sectoral
decarbonisation targets, which would underscore the bank’s commitment to reaching Net Zero
and improving its accountability.

Regarding policies, Amundi highlighted the need for Banorte to create and publish a coal
exclusion policy as well as a biodiversity or deforestation policy, in line with best practices.
Regarding the coal policy, we demanded that the bank commit to phasing out thermal coal by
2040 (for non-OECD countries), in line with the Paris Agreement. Concerning the deforestation
policy, we recommended that the bank develop and implement a policy that covers how they
engage with and monitor the progress of clients that are potentially involved in biodiversity loss
or deforestation.

Engagement Objectives

1. To publish sectoral decarbonisation targets;
2.To publish a thermal coal exclusion policy; and
3.To publish a biodiversity or deforestation policy.

Engagement Outcomes and Issuer Momentum

Banorte indicated that the bank was in the processes of getting its emission targets validated
by the SBTI. Pleasingly, in October 2023, the bank published its emission reduction targets
after receiving validation from the SBTi. As such, Banorte has become the first Latin American
financial group to receive SBTi validation for its decarbonisation targets. The group committed
to reducing its financed emissions from the 2021 base year, using the SBTi 1.5°C trajectory.

Regarding biodiversity and deforestation, although Banorte does not have a public policy in
place, we were pleased to learn that the bank is a member of the TNFD. Additionally, the
bank has internal procedures it uses to manage deforestation risk and follows the Equator
Principles in assessing risks for projects it funds. The bank also relies on the IFC Performance
Standards when assessing environmental and social risks. However, concerning the coal policy,
management was of the view that it is not necessary to create a coal policy because of the
bank’s low exposure to the commodity. We believe that low exposure does not preclude the
implementation of a policy, but should it contrast facilitate such. We reiterated to Banorte’s
management the importance we place on coal phase-out.

Next Steps and Amundi Engagement Outlook

Banorte lags behind other large emerging market banks that have developed coal exclusion
policies. Furthermore, notwithstanding Banorte’s membership in the TNFD and its application
of the Equator Principles in its project financing, the emerging best practice is for banks to
put in place a public company-wide biodiversity/deforestation policy. Amundi will continue to
engage the bank and encourage it to create policies on thermal coal as well as on biodiversity/
deforestation. We will follow up with the company in 2024.
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Case study 10: Engaging with Malaysian Bank CIMB Group Q

Holdings Berhad (CIMB) on Climate & Deforestation

Context

This was our first year to engage CIMB Group Holdings Berhad (CIMB) on the topics of climate
and deforestation. As one of the largest banks in Malaysia, CIMB would ordinarily do business
with companies that are exposed to deforestation risks in Indonesia and Malaysia. Amundi
believes that, as with energy transition, banks are critical stakeholders in the prevention of
deforestation via their funding actions. Moreover, banks that fund participants in deforestation
expose themselves to controversies that can harm their reputations.

Amundi Actions

In April 2023, we met with CIMB’s sustainability team to discuss a variety of topics, including
CIMB’s deforestation risk management, decarbonisation strategy as well as its thermal coal
policy.

Engagement Objectives

- To publish a deforestation policy,

- To strengthen the scope of the coal policy by including thermal-coal related infrastructure,
and

- To include absolute emissions in its decarbonisation targets, per best practices.

Engagement Outcomes and Issuer Momentum

CIMB does not have a standalone deforestation policy. However, the bank uses internal
procedures and guidance to evaluate deforestation risk faced and posed by its clients. The
bank’s No Deforestation, No Peat and No Exploitation (NDPE) statement guides its dealings with
clients exposed to deforestation risk and is an integral part of the group’s suite of procedures for
sustainable financing. CIMB also indicated that it engages its clients and ensures they follow its
NDPE rules. The bank aids its clients to create their own procedures to limit deforestation risk.
That said, implementation of NDPE in Indonesia is challenging, given significant exposure to the
crude palm oil industry. Amundi believes that creating a public deforestation policy would align
CIMB with emerging best practices and foster its commitment to limit deforestation.

CIMB has committed to phasing out coal by 2040. In terms of new activity, it does not finance
any new coal-fired power plants or thermal coal mines, including expansions, per its exclusion
list. However, this statement does not cover all coal activities, per Amundi’s view. Amundi
believes that banks should not fund any new thermal coal activities, i.e., thermal coal mining,
thermal coal power generation or thermal coal related infrastructure. As a result, Amundi
emphasised the need for CIMB to enhance its coal policy by covering all new thermal coal
activities, including coal-related infrastructure, which is not mentioned in the policy.

CIMB has committed to attaining Net Zero by 2050 on its financed emissions and has set up
sectoral decarbonisation targets. However, CIMB’s decarbonisation targets are expressed using
intensity metrics only, which is not fully aligned with current best practice, in which absolute
emissions should be included in the targets (reducing the volume of emissions is critical to
achieving Net Zero, hence the importance of absolute emissions in target setting). According
to the bank, lack of good quality data from its clients constrains its ability to use absolute
emissions. While this is a plausible challenge, in particular for emerging market banks, we
nevertheless believe they need to strive to comply with best practices.

Next Steps and Amundi Engagement Outlook

Although CIMB has a NDPE statement, which guides its lending to clients that are exposed to
deforestation risk, we will continue to engage the bank and encourage the bank to create a
standalone deforestation policy. This would provide the bank with a systemic way of assessing
its clients’ vulnerability to deforestation risks, thus limiting risks linked to deforestation and
related controversies. We will also continue to highlight the need to include absolute emissions
in targets, as well as an expansion of coal activities covered by the bank’s exclusion list. That
said, CIMB is one of the largest emerging market banks to be moving in the right direction. We
will follow up the engagement with the bank in 2024.
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Update on engagement with Chinese Banks through the IIGCC

As a member of IGCC’s banks working group, Amundi is co-leading the Chinese banks collective
engagement campaign. The IIGCC (the Institutional Investors Group on Climate Change) is
a leading European-focused investor membership organisation for collaboration on climate
change. The group has more than 360 members representing over €50 trillion in assets under
management.

In 2023, the IIGCC developed its Net Zero Standard for Banks. At the same time, the TPI, in
collaboration with the IIGCC and Ceres, finalised its Net Zero Banking Assessment Framework,
and both are now ready for use. The working group is using the standard and framework to
engage with 20 banks across Europe, Canada and Asia, including Chinese banks. These tools
will help investors drive engagement with the broader banking sector.

Amundi assumed the co-leading role on Chinese banks because it believes that banks play an
important role in climate change mitigation, alongside governments, by assisting their clients
to phase down activities that produce large amounts of carbon emissions. Banks can direct
more funding to sustainable and low carbon emitting solutions or products, thus supporting a
quicker and smoother transition and limiting the negative impacts of climate change. Chinese
banks are particularly important players in the global energy transition given their size and
global footprint, and the fact that China’s energy economy still vastly depends on coal.

In 2023, Amundi co-led engagements with two large Chinese banks. The main engagement
topics were the banks’ disclosure and communication to investors on ESG issues in general, and
their Net Zero commitment and coal phase-out policy, in particular. Both banks’ Net Zero and
coal phase-out timelines are not aligned with a 1.5°C pathway. On a more positive note, however,
these banks are growing their green loan books. Amundi will follow up with both banks in 2024
to assess any progress and to reiterate our views on Net Zero alignment and coal phase-out.
Moreover, in its role as a co-lead engager, Amundi will continue to push for engagement with
more Chinese banks, given the significant role they can play in the on-going energy transition.
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B. Engaging on Methane

Context

Reducing Methane emissions is critical to
meeting short-term GHG reductions

Of the 16 Greenhouse gases, carbon dioxide
(CO,) tends to be the primary focus of attention.
However, action on quantifying and reducing
methane emissions needs to be taken more
seriously. Over 100 years, methane accounts
for 22% of warming, with 73% attributed to
CO,. However, when we look over 20 years,
methane jumps to a 45% contribution, and CO,
falls to 51%. Methane is widely understood to be
80 times more damaging to the climate than
CO,, and while CO, stays in the atmosphere
for 100s of years, methane’s atmospheric
lifetime is just 12 years. Therefore, a reduction
in methane emissions could have a positive
impact to reduce global warming in the near
term. This combination of a powerful warming
contribution, coupled with a short life makes it a
critical climate risk.

The positive take on methane is that, given its
high global warming potential and short life,
bringing uncontrolled and controlled emissions
close to zero will allow us to see a positive
impact in our lifetime. Dealing with methane is
one of the most effective things we can do to
reduce near term global warming and keep a
viable target of 1.5°C.

Key Methane sources and engagement starting
point

The main sources of methane emissions are
wetlands (33%), agriculture (25%), energy (22%)
and waste (12%). While methane is prevalent
across a number of segments, we chose to
begin engagement with the oil and gas industry.
Oil and gas methane has significant potential

Amundi’s actions

Engagement Selection

Amundi is working on a collaborative
engagement through which we encourage Oil
& Gas companies to sign up to the Oil & Gas
Methane Partnership 2.0. OGMP is a pathway
that allows companies to have a comprehensive,
measurement-based reporting framework for
methane emissions, including all operated and

for cost effective climate risk mitigation. On the
positive side, methane mitigation is relatively
straightforward in the oil and gas industry, where
the majority of methane problems can be solved
with existing technology.

Reducing methane begins with locating and
measuring emissions in and around oil and
gas infrastructure. Only then can the industry
manage these emissions. Best practice is to
measure emissions, rather than estimate them
using emissions factors, which can widely
underestimate the actual situation. Measuring
on a real time, continuous basis gives the most
accurate information. Readings can be taken
onsite or by using drones and satellites. Once you
have good quality methane data, you are able
to identify the most cost-effective abatement
opportunities and address the emissions.

Global initiatives and momentum

We are seeing policy trending towards a
greater focus on methane. The Global Methane
Pledge is looking for a 30% reduction in global
methane 2020-2030, with 150 countries signed
up, representing 75% of the global economy.
There are also US regulations which focus on
eliminating routine flaring and venting, the
expansion of leak detection and repair programs,
and the upgrading of oil and gas infrastructure.

As natural gas is essentially made up of methane,
itisbest for companies to find solutions to flaring,
venting and leakage, as they are currently losing
a useful product that can be sold. Natural gas is
seen as an energy transition fuel by some, but
we do not see this to be the case if associated
with significant methane emissions.

non-operated assets. OGMP 2.0 does not have
specific targets for methane emissions, but with
its comprehensive framework, companies will
have more credibility when reporting their data
and working towards targets, such as those set
by the Global Methane Pledge and QOil & Gas
Climate Initiative.
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At COP28, the Oil & Gas Decarbonisation
Charter was announced, with 50 companies as
signatories. The OGDC has a strong focus on
methane and we have already seen increased
levels of focus on methane in the industry as a
result.

Since the beginning of the collaborative
engagement on OGMP, over 50 Oil & Gas
companies have been sent letters and 10
companies had announced they have joined
OGMP as at the end of 2023. As well as sending

letters, we have held many methane specific
meetings throughout the year, both through
collaborative and direct engagement.

Amundi attended an Oil & Gas Methane
conference, had meetings with many companies
and participated in an OGMP workshop, along
with our collaborators, the OGMP team at UNEP
and the Environmental Defense Fund. This trip
was focused on some of the more prominent
industry players, and specifically those that are
not members of OGMP.

Key Objectives for our engagement in 2023 were as follows:

Methane engagement in Oil & Gas is centred
around three core areas:

- Raising awareness of the issues of methane
in the Oil & Gas industry and perceptions of
investors

- Increasing the transparency of methane data
measurement and reporting

- Setting absolute and intensity targets for
methane emissions

Engagement Outcomes and Issuer Momentum

In the following section we present a number of case studies from the Oil & Gas industry.

Next Steps

We will continue to actively engage with Qil
& Gas companies to encourage them to join
OGMP and to push for more disclosure on
methane data and to publish methane targets.
Methane is not just an issue within Oil & Gas,
and there will be more emphasis on methane

engagements in other sectors, mainly Utilities,
Mining and Financials, in 2024. For the Oil &Gas
companies that have already joined OGMP, we
will look for new methane-related engagement
opportunities.
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Case study 11: Methane Case Study: Company A (US Oil & Gas
company)

Context

This large US Oil & Gas company has relatively high emissions, and while they have methane
related targets, they could benefit from being a member of OGMP. The campaign targets
companies that are large, have large emissions, or have poor methane data and targets.

Amundi Actions

We targeted meeting this company as they are not a member of OGMP. They do not provide
disclosure to CDP Climate but they see themselves as a leader on methane. In mid-2022, a
letter was sent through our collaborative engagement, encouraging the company to join OGMP.
During 2023 we had 4 meetings on methane in total, 1 in collaboration and 3 through direct
engagement.

Key Objectives for our engagement in 2023 were as follows:

1. Assess the measurement and reporting of their methane data

2.Ask the company to join OGMP

3.Give feedback to the challenges the company has with OGMP

4.Explain the importance of OGMP and having comprehensive, verified measurement in place

Engagement Outcomes and Issuer Momentum

In our early meetings, the company was not keen to join OGMP, and had no plans to do so,
even though they see themselves as a leader on methane. They had concerns regarding certain
technology requirements and what they saw as legal obligations, but later in the year they
confirmed they were in discussions to see if they could be resolved. Concerns regarding the
language in the agreement to join continued to be challenging for the company. The company
stated that fixing the methane problem is more important than measuring methane. Towards
the end of the year, another direct engagement confirmed that the company was in talks with
the OGMP at UNEP to see if they could find a way to move forward on issues the company
had. The tone had changed greatly, to one of working in a constructive manner to allow the
company to be comfortable joining. We believe they have had greater encouragement to join
OGMP as they worked with industry peers to launch the Oil & Gas Decarbonisation Charter,
announced during COP28. Shortly before COP28, the company announced that they would be
joining OGMP.

Next Steps

Given that the company has joined OGMP, as we specifically requested in our initial engagement,
we closed this engagement. However, we are likely to open a new methane engagement during
2024 as we monitor the progress the company is making on methane measurement and
reporting.
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Case study 12: Methane Case Study: Company B (US Oil & Gas
company)

Context

In addition to Company A (above), we identified another large US Oil & Gas company with
relatively high emissions for engagement on methane. While they have methane related targets,
they could benefit from being a member of OGMP. The campaign targets companies that are
large, have large emissions, or have poor methane data and targets.

Amundi Actions

We targeted meeting this company as they are not a member of OGMP and do not provide a
disclosure to CDP Climate but see themselves as a leader on methane. In mid-2022, a letter was
sent through our collaborative engagement, encouraging the company to join OGMP. During
2023 we had 3 meetings in total, 1in collaboration and 2 through direct engagement.

Key Objectives for our engagement in 2023 were as follows:

1. Assess the measurement and reporting of their methane data,

2.Ask the company to join OGMP,

3.Give feedback to the challenges the company has with OGMP,

4.Explain the importance of OGMP and having comprehensive, verified measurement in place.

Engagement Outcomes and Issuer Momentum

We found the company to be very resistant to joining OGMP during the in-person meeting
in Mid-2023; they did not see the incremental value in joining and stated it was not a priority
for them. The company believes they could get the same level of measurement and reporting
as OGMP measuring methods without joining. We had the opportunity to conduct direct
engagement with the CEO later in the year, and found the meeting to be more constructive.
There was an acknowledgement that prior concerns regarding technology and legal issues
had been addressed. However, they still believe the focus should be on abatement rather than
measurement. Overall, the message was encouraging that real progress had been made.

Next Steps

As of the end of 2023, the company had not joined OGMP, which is very disappointing. We
considerate it incredibly important for this company to join OGMP, and we will continue to
push hard on this matter. Our concerns are heightened as this company is a member of the Oil
& Gas Climate Initiative, but they did not sign up to the close to 50-company-strong Oil & Gas
Decarbonisation Charter announced at COP28. We believe the company needs to do more to
show that their measurement of methane is accurate and report high quality data to OGMP.
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Case study 13: Methane Case Study: Company C (Kazakhstan Oil
& Gas company)

Context

In early 2023 we analysed methane data on the CDP Climate database, and the company had
the highest emissions. We wanted to understand how accurate this data was and to see how
the company measures their emissions and what actions they are taking to reduce them.

Amundi Actions

We sent the company a letter encouraging them to join OGMP, and the company were quick
to acknowledge our letter, which led to a meeting being set up. Both of these were direct
engagements. This was the first engagement we had with the company on methane.

Key Objectives for our engagement in 2023 were as follows:

1. Verify methane data was correctly reported to CDP Climate,

2.Assess the measurement and reporting of methane data,

3.Ask the company to join OGMP and understand their concerns and challenges,
4.Ask the company to develop targets for methane emissions.

Engagement Outcomes and Issuer Momentum

The company confirmed that they had had an initial discussion with the UNEP team regarding
OGMP, but still had reservations about joining. Like many companies, they queried whether
it was better to reduce emissions before joining. The company confirmed they use satellite
technology and direct measurement. Overall, the meeting was very encouraging; the company
understands the importance of methane and is actively addressing their high emissions. It was
announced in early December, during COP28, that the company had joined OGMP.

Next Steps

Given that the company has joined OGMP, as we had been specifically requesting in our initial
engagement, we closed this engagement. However, we are likely to open a new methane
engagement during 2024 as we monitor the progress the company is making on methane
measuring and reporting.
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Case study 14: Methane Case Study: Company D (Mexican Oil &
Gas company)

Context

In late 2023 the company started providing a disclosure to CDP Climate, which provides annual
information on climate and energy transition-related activities and data. By looking across
companies in the database, it was very clear that the company had very high methane emission
numbers. We began to guestion whether the data was incorrect, and escalated the matter
through direct engagement.

Amundi Actions

We immediately requested a meeting with the company to discuss their methane data, to verify
if the emissions data was actually as high as it looked, why the emissions were so high and to
understand what actions were being taken to reduce the emissions. This was the first and only
direct engagement meeting we requested to specifically discuss methane due to the issue
being identified at the end of the year. We sent a letter,as part of a collaborative engagement,
in Mid-2023 requesting that the company consider joining OGMP, and we looked for an update
on their views on that.

Key Objectives for our engagement in 2023 were as follows:

1. Verify methane data was correctly reported to CDP Climate,
2.Assess the measurement and reporting of methane data,
3.Improve transparency on main sources of methane emissions,
4.Ask the company to join OGMP,

5.Ask the company to develop targets for methane emissions.

Engagement Outcomes and Issuer Momentum

The engagement call confirmed our concerns regarding the high levels of methane emissions.
Of great concern was a strategic decision by the company to not build gas infrastructure
along with the oil infrastructure to handle the associated gas from new fields that were being
produced. We got clarification that the data reported by the company was from very basic
measuring technigques with a lot of reliance on emissions factors. This leads to further concerns
that the data underestimates the true amount of methane being emitted. We see very limited
actions being taken by the company to deal with methane emissions.

Next Steps

This company has a huge amount of work to do regarding methane. We see it as a cultural and
structural issue within the company. We will continue to push the company to improve how
they measure methane and invest in infrastructure to reduce the need for venting and flaring.
We hope to see the introduction of direct measurement. This will be a very long-term project
to get to an acceptable standard of emissions.
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Case study 15: Methane Case Study: Company E (European Oil &
Gas company)

Context

This large European Oil & Gas company has relatively high emissions, and while they have
methane related targets, they could benefit from being a member of OGMP. The campaign
targets companies that are large, have large emissions, or have poor methane data and targets.

Amundi Actions

In early 2023, a letter was sent through our collaborative engagement, encouraging the
company to join OGMP. This was the first engagement we had with the company on methane.
Acknowledgement of the letter led to several meetings. We had 5 meetings in total, 2 in
collaboration and 3 via direct engagement during 2023.

Key Objectives for our engagement in 2023 were as follows:

1. Assess the measurement and reporting of their methane data

2.Ask the company to join OGMP

3.Give feedback to the challenges the company has with OGMP

4.Explain the importance of OGMP and having comprehensive, verified measurement in place.

Engagement Outcomes and Issuer Momentum

Early meetings revealed that the company had no strong desire to join OGMP, although methane
is an important topic for them. A strategy was launched in 2022 to reduce methane emissions
and the company does have methane intensity targets. The company has considered joining
OGMP, and concluded that if they do so their ambition would be to reach gold standard in
3 years, and 5 years for non-operated assets. The company also has a target of zero routine
flaring by 2030, as stopping flaring reduces methane emissions. The company believes that
before joining OGMP they need to first work on their portfolio and reduce their emissions.
They do not want to join OGMP and then find they have to leave as they missed their targets,
which are in line with best practices, namely methane intensity of 0.2% in 2025 and 0.1% in
2030. We explained to the company that they have a better chance of meeting their methane
targets if they are in OGMP, where a huge amount of expertise is available, rather than trying
independently. We were able to make this point in strong terms during a meeting with the CEQ.

Next Steps

It is encouraging to see that this company is part of the Oil & Gas Decarbonisation Charter,
which is very focused on methane. We will continue to explain the importance of having high
quality data measurement in place, to allow for more meaningful reductions to take place. We
will follow up with the company during 2024 if they do not join OGMP.
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Case study 16: Methane Case Study: Company F (US Oil & Gas
company)

Context

This US Oil & Gas company was one of the names identified in the collaborative engagement
campaign as a good candidate to join OGMP. The campaign targets companies that are large,
have large emissions, or have poor methane data and targets.

Amundi Actions

The collaborative engagement sent a letter encouraging the company to join OGMP in mid-
2023. This was the first engagement we had with the company on methane. We had an in-
person meeting in London at the end of the year, which was a direct engagement.

Key Objectives for our engagement in 2023 were as follows:

1. Assess the measurement and reporting of their methane data,

2.Ask the company to join OGMP,

3.Ask the company to publish a methane intensity number, comparable to peers,

4.Ask the company to publish venting and flaring data,

5.Give feedback to the challenges the company has with OGMP,

6.Explain the importance of OGMP and having comprehensive, verified measurement in place.

Engagement Outcomes and Issuer Momentum

The company is not a member of OGMP, as they believe it is too expensive to do it. They see a
high cost of installing equipment and the unknown cost to set and achieve a target. The company
does publish a methane report, but it lacks meaningful data and targets. The company has had
discussions with the UNEP team, and they are weighing the costs and benefits. However, the
company state they are capital constrained. The company is also worried about on setting a
target and keeping their data private with UNEP. The company admits that joining OGMP is low
down on the priority list.

Next Steps

We have asked for additional methane data to be disclosed and we will discuss the meeting
with the other collaborative investor and also UNEP. We will continue to engage on the topic
in 2024.
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C. Engaging Across the Scope 3 Value Chain

Context

Achieving Supply Chain Transparency and
Accurately Calculating Emissions

By focusing solely on direct (scopes 1 & 2)
emissions, the number of sectors with meaningful
impact is limited to those such as Utilities, Steel,
Cement, Transport and other heavy industries.
However, the challenge of global decarbonisation
needs the involvement and support of all sectors
throughout the global economy. By engaging on
indirect (scope 3) emissions and asking issuers
to account for their full value chain, we are able
to link not only risks but also opportunities for
cross-cutting transitionary activities.

Measure and Map Scope 3 Supply Chain
Emissions

By their indirect nature, scope 3 emissions are
more challenging to accurately quantify than
scopes 1 & 2. However, as knowledge, expertise
and industry maturity evolve, we feel that this
justification for non-reporting is no longer valid.
During our 2023 engagements on scope 3,
we have signposted issuers towards globally-
recognised scope 3 calculation methods, open-
source data, and industry-specific knowledge
sharing and best practice initiatives.

Increase
across supply chain and
collect supplier and pro-

transparency

Map and measure scope
3 emissions data using
modeled emissions. Pro-
vide breakdown of emis-
sions by category based

Begin to collect supplier
data through shared data
sets to supplement mo-
deled data with actual
supplier data. Ideally, pro-
vide transparency on the
% of emissions that are
reported based on actual
versus modeled data.

duction specific data dri-
ving down below Tier 1

on GHG Protocol

Once companies have a good idea of their scope
3 emissions (at minimum through modelled
data covering all key emissions categories),
companies can only then set their climate
targets. While many companies may only start
with targets for their scope 1 and 2 emissions,
this is largely insufficient to accurately reflect
the climate impact of a business. Amundi
encourages companies to set targets in line
with the Science based Targets initiative (SBT).
However, there are various approved approaches
to setting science-based targets and they are
not all created equal. Many companies begin by

setting SBTi approved emissions reductions
targets that are relative or intensity based, as
opposed to targets to reduce absolute emissions
in their supply chain. Emissions intensity targets
can mask an increase in carbon emissions as the
business grows and can have limited “real world”
impact on actual emissions reductions across the
supply chain. This relative emissions reduction
is often achieved by switching to materials that
have been measured to have a reduced climate
impact, but the concept is in itself imperfect and
comes with its own risks.
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Steps to Set Credible Scope 3 Emissions Reduction Strategies

y

Moving from ab-
solute to relative
emissions reduc-
tions strategies

Creating credible
reductions strate-
gies that focus
on decarbonizing
the supply chain
through supplier
support

Setting SBTI vali-
dated reductions
targets for a 1.5°C
degree scenario

Setting emission
reduction targets
for scope 3 (in ad-
dition to scopes 1
and 2)

Thus, while relative reduction strategies can be a great first step, it is essential we encourage
companies to move away from relative to absolute reduction strategies. This will require companies
to not only know where, exactly, in their supply chain, the biggest emission impacts are, but also
create credible reduction strategies that are based on supporting suppliers where the emissions
impacts are greatest (which is often further down the supply chain).

Thus, it is essential that issuers work with their supply chains to encourage suppliers to decarbonise,
for example through responsible purchasing practices, which can guarantee future orders enabling
companies to make the investments needed to improve infrastructure or by providing loans to help
suppliers receive the financing to make necessary infrastructure improvements
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Case study 17: Scope 3 Emissions in the Fashion & Apparel Sector Q

Context

Engaging with the consumer sector is essential to support a Net Zero future. Addressing the
risks of climate change cannot be done solely by engaging with the “usual suspects,” (meaning
heavy industries and energy sectors such as oil & gas and utilities). It is estimated that the
fashion industry is responsible for 10% of annual global carbon emissions, more than international
flights and maritime shipping combined,’® so engaging with this sector is essential. However,
unlike many heavier industries, up to 99.5% of the emissions of the fashion sector can be found
in the scope 3,7 of which approximately 75% are found in the upstream supply chain, meaning
that engaging with these sectors must take a fundamentally different approach. For example,
according to estimates, “Tier 2” (see below), where fabrics and trims are produced, accounts
for 52% of emissions in the supply chain due to the energy intensity of pre-treatment, dyeing,
printing and finishing. Furthermore, these processes are usually fueled by thermal coal power.
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While the climate impact may be primarily indirect, inaction on climate change has direct risks
on the sector including risks to people, planet, and ultimately financial returns. For example,
cotton, the foremost textile used in the fashion industry, is already facing risks from climate
change. The floods in Pakistan in 2022 impacted 40% of Pakistan’s annual cotton yield and the
US Department of Agriculture forecast a 28% annual decline last year in cotton output due to
drought in Texas.'® Furthermore, extreme heat and flooding'™ threaten key international apparel
hubs in Southeast Asia.”° Heat stress can reduce workers’ health and productivity and flooding
can damage manufacturing infrastructure causing supply-chain constraints and production
delays. This means the industry is facing losses of 1 million jobs and $65 billion in earnings by
2030, according to recent research from Cornell University in 2023.2" To address these risks,
brands could move away from these climate risk regions (leaving the economic impact to be
felt by local governments and communities), however that does not make brands immune to
sourcing risks, as they would lose out on the large-scale production capacity in those regions,
which is not easily and instantly replicable in other parts of the globe.

17,
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19.
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6. UNFCCC, 2018. https://unfccc.int/news/un-helps-fashion-industry-shift-to-low-carbon

https://www.ft.com/content/f514adlc-fde8-429c-alce-10e9b8840781

https:/www.yoguebusiness.com/sustainability/climate-change-is-coming-for-fashions-supply-chains

https://www.carbontrail.net/post/why-scope-3-accounting-is-broken-in-fashion-industr

esh, Cambodia, Pakistan, Vietnam

Bangla
https:/news.cornell.edu/stories/2023/09/climate-change-threatens-fashion-industry#:~:text=Extreme%20heat%20and%20flooding%20

are,two%20new%201LR%20School%20reports
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Measuring and addressing the fashion sector’s emissions can be a real challenge. First, thereis a
lack of primary data from suppliers to accurately assess the emissions from their supply chains.
The complexity of the supply chain and continued lack of transparency down to raw material
level means companies have difficulty collecting raw data and truly assessing the magnitude

of their scope 3, an essential step before a company can even begin to set targets and develop
emission reduction strategies.

Many companies begin by using emissions proxy data, such as the HIGG Material Sustainability
Index, to evaluate the environmental impact of material used in their products. However,
underlying data is based opaque calculations, which has opened companies up to greenwashing
accusations. Shared supplier databases also exist for suppliers commonly shared among
brands, but it is important to note that this data does not consider a brand’s specific share of
the emissions based on product produced and order volume. Ultimately, the goal is for brands
to collect and calculate their own emissions from their supply chain; however, collecting this
information is a constant work in progress, which does not happen overnight. Encouraging
this collection, however, is essential as it helps to encourage actual improvements in their own
emissions as opposed to estimated calculations or relative reductions. It also provides another
justification for fashion brands to spend the time and resources mapping their supply chains
which they are already likely working on for improved supplier due diligence, meaning brands
can almost “kill two birds with one stone” as they move down their supply chains.

The fashion for Good and Apparel Impact Institute have estimated that just over $1 trillion will
be required to help the industry reach Net Zero by 2050 and over half that figure is required
to finance existing solutions. These are both elements that can be included in a company’s
reduction strategies. These are both topics essential for fashion brands’ climate reduction
strategies, in line with the UN Fashion Industry Charter for Climate Action.?? In particular,
signatories must explicitly commit to phasing out coal from owned and supplier sites for Tier 1
and Tier 2 by 2030 at the lates,t and commit to no new coal power in the supply chain by 2023.
This includes creating engagement and incentive mechanisms for supporting a coal phase-out.

Amundi Actions

While Amundi has engaged on climate in the fashion sector for many years, Amundi worked to
more precisely define its Net Zero expectations for the fashion sector in 2023. Amundi engaged
with 48 fashion and non-food retail companies on climate and Net Zero in 2023, across a global
spread of geographies (including North America and Emerging Markets). Companies in these
sectors are at varying levels of maturity in terms of their climate commitments, meaning the
objectives we set for companies vary based on where they are in their climate journey.

Engagement Objectives (overall)

Measure and Report transparently on scope 3 emissions in line with the GHG protocol,

Commit to setting and set science based approved emissions reductions targets,??

Upgrade emissions targets from relative to absolute reductions targets,

Engage with supply chain to calculate and develop strategies for reducing actual emissions
within the supply chain, including through commitments and efforts to phase out coal
boilers by 2030 in line with the UN Fashion Industry Charter for Climate Action.

22. https://unfccc.int/sites/default/files/resource/Fashion%20Industry%20Carter%20for%20Climate%20Action 2021.pdf
23. Validated by the Science based Targets initiative
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Improving on climate is a moving benchmark. Regardless of where a company is at in their

climate journey, there are thing to encourage and improve on. The following table summarises
some of the key climate engagements we have had in 2023.

Issuer Momentum

Issuer Evolution (in 2023

Issuer Company baseline (2023 Key objectives
pany ( ) y obl base year)
Company Company does not report on Work to expand boundary of In the process of developing
A full scope 3 emissions including : scope 3 emissions. emission reduction plan which
(China) purchased goods and services. they indicate will be published in

Set climate target for scopes 1,2,3 : future.
General commitment to reduce :in line with SBTI.
scope 1,2,3 emissions but no Company is setting climate
concrete reduction targets. targets for all their own facilities
and retail stores.

Currently sending surveys to
suppliers to start collecting
information on GHG emissions.

Company Set a Net Zero by 2040 target : Report on scope 3 emissions In the process of conducting
B for own operations only but no : broken down by emissions complete evaluation of all 15
(USA) SBTi approved climate target. category. scope 3 categories.
No target on scope 3 yet and Set scope 3 target (ideally in line No explicit commitment to set a
company has not expressed a with and approved by SBTi). scope 3 target but it is implied
public commitment to do so. that they will eventually have due
Efforts to begin engaging with to regulatory pressures.
No public reporting of scope suppliers on climate, including
3 emissions broken down by investigating whether suppliers Company is looking at climate
category. use and can phase out coal boilers i impact if they potentially switch
to produce goods. out certain materials, but there
No clarity on extent to which are no specific initiatives to
climate is a factor in supplier engage with vendor base as
due diligence. their supplier base changes very
rapidly each season.
Company SBTiapproved target to reduce : Consider setting an absolute None
[of absolute emissions for scopes emissions target.
(UK) 1Tand 2 by 55% by 2030, with
a 40% reduction in scope 3 More clarity on % of supply chain
intensity by 2030, per £Im in emissions that are modelled and if
sales. they are working.
Unclear if company uses Engage with suppliers to reduce
modelled emissions or direct their emissions, including phase-
data from suppliers. out of coal boilers by 2030.

Unclear what the strategies are | Commit to UNFCCC Fashion
for working with suppliers to Charter.
reduce climate impact.

More transparency on how the
Not a signatory of the UNFCCC : company provides support for

Fashion Charter. suppliers to decarbonize.

Company UNFCCC Fashion Charter Increased transparency regarding : While not included in public

D Signatory. how company will support their reporting, company confirmed

(USA) supply chain to reduce absolute that they have primary data from
Reports value chain emissions : emissions. 90% of their Tier T merchandise
broken down by scope, supplier and approximately 50%
emissions category, and supply : Report % of emissions in supply of Tier 2 suppliers by business
chain tier. chain that is from supplier data volume.

versus modelled emissions.
SBTi-approved absolute Company confirmed that
emissions target for scopes Report on coal boilers identified in : numbers will be published in next
12,3, supply chain. report and out of total identified
over 95% have commitment plans

Climate strategy includes in place to phase out coal boilers.

switching to preferred materials
as well as collaborating with
suppliers to support GHG
reductions.
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O

Company Climate target to reduce Encouraged company to continue : Company acknowledged that a
E absolute emissions across value : efforts on Tier 2 and Tier 3 to key factor to achieving its climate
(Sweden) chain by 56% by 2030 and 90% : improve the sustainability profile goals is the decarbonisation of its
by 2040 which was approved of suppliers. supply chain, and that it will need
by SBTi to align with 1.5°C. to invest in infrastructure to make
Continue to increase transparency : this a reality.
Clear reporting on how they down the supply chain to identify
measure and report on their and report additional coal boilers
climate emissions, including if (even if it negatively impacts their
and why they may have to alter : statistics - increased transparency
their reported emissions. means company is improving on
accuracy and impact to emissions
UNFCCC Charter member. reduction strategies).
Public reporting that 70 Encouraged company to further
suppliers use on-site boilers its decarbonisation by making
and that they are on track for investments in its upstream supply
2030 UNFCC commitment to chain (i.e., eliminating coal boilers,
climate coal boilers (with a increasing access to renewable
more ambitious timeline than power and other infrastructure
2030 internally). improvements).
Launched a green bond in 2023
where earmarked proceeds will
go towards eligible projects in
five categories, including green
buildings, renewable energy,
and energy efficiency.
Next Steps

We will continue to follow up with the companies in 2024 to ensure they remain aware of our
climate expectations and track any developments they make in their next reporting cycle. In
2024, we will ramp up the pressure on two key topics in addition to the points outlined above.
First, there has been increased concern that to align with coal boiler phase-out commitments,
suppliers are moving towards biomass, which cannot be considered a valid renewable alternative.
We will push suppliers to ensure that they are not supporting biomass as an end solution and
are encouraging their suppliers to source sounder renewable alternatives. Second, we will begin
ramping up our scrutiny of companies that are not on track to meet their climate commitments.
While emission reductions may take a few years to pick up the pace, reported manufacturing
emissions rose among many brands, including those committed to the UN Fashion Charter.
Only three major brands show a reduction in emissions for the last two years (H&M, Levi’s, and
Nike) and some brands have increased their manufacturing emissions above their reported
baseline (which can happen in accordance with SBTi-aligned targets when companies set
intensity based on revenue figures as opposed to absolute reduction targets). All together,
this emphasises how essential it is to engage on supply chain emissions. While for many of
these engagements it may be too early to consider escalation, we will nevertheless continue
to emphasise to our investee companies in the fashion industry the importance of making the
required changes to ensure tangible reductions in their emissions across their supply chain
and that failure to do so could result in escalatory measures to ensure that companies remain
aligned with our own Net Zero Ambition.
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Case study 18: Scope 3 Emissions of a European Oil & Gas company

Context

Amundi believes that Oil & Gas companies should report emissions to include scopes 1, 2 and
3. In particular, we like to see a separate scope 3 target, with reductions on an absolute basis
being the best practice for target setting, rather than looking at just carbon intensity, which
can decline, but still leave underlying emissions levels rising. The company has had a Say on
Climate vote historically, and they also have an ongoing court case regarding having a scope
3 target. Amundi voted against the Say on Climate at the 2022 AGM, and also against the
Energy Transition Progress Report at the 2023 AGM. We also voted for a shareholder resolution
regarding scope 3 at the 2023 AGM.

Amundi Actions

Scope 3 as an engagement topic with this company commenced in 2023. We had 4 direct
engagement meetings where we discussed scope 3.

Key Objectives for our engagement in 2023 were as follows:

1. Ask the company to set a publish an absolute Scope 3 target
2.Give feedback to the challenges the company has with scope 3
3.Explain the importance of scope 3 to investors

Engagement Outcomes and Issuer Momentum

All of our engagements had the same messaging, with very limited evolution. The company
does not believe they are accountable for scope 3. The company accepts they have a role
to play in the energy system, but because it is an energy transition and they are an energy
company, but they do not think it is their accountability. They believe it is users’ accountability,
The company does not believe it is up to them to influence what people decide to do with
their product. The company does not believe that scope 3 is the right measure, and net carbon
intensity is their preferred metric. The company is due to have an energy transition strategy
update in mid-March 2024 and this may include an absolute scope 3 target. The company says
that at some point they will have a scope 3 target, due to pressure from shareholders, but they
argue it does not make sense. There is an ongoing court case regarding scope 3, and if they lose
the company say they would have to break up into up-, mid- and down-stream.

Next Steps

Our discussions with the company regarding scope 3 emissions were challenging throughout
2023. However, the issues continue to go unaddressed, and we will continue to actively push the
company to set a scope 3 target on an absolute basis. We may also look at escalation options,
including voting at the upcoming AGM. Amundi has co-filed a climate-related shareholder
proposal, in which we have requested the company to align its medium-term emission reduction
targets with the Paris Climate Agreement, for the 2024 Annual General Meeting.
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D. Engaging on Thermal Coal

Amundi’'s thermal coal policy continues to
remain a key part of our climate and engagement
strategy. Coal combustion is the single largest
contributor to human-induced climate change**
and without a timely exit from thermal coal
globally, the world will neither be able to
achieve the goals of the Paris Agreement nor
conduct a successful climate transition. Amundi
does not invest in thermal coal developers,
and aims to transition away from thermal coal
overall in its portfolios over the next years. We
are committed to phasing out thermal coal

by 2030 for OECD and EU countries, and by
2040 for the rest of the world. The goal to
eventually phase out from thermal coal will
lead to a gradual reduction in financial support
for companies operating thermal coal assets
without strong phase out plans. We believe that
it is important for companies to contribute to
the low-carbon economy by, ideally, shutting
down and decommissioning thermal coal assets
and/or converting the relevant capacity to clean
energy, while taking into account the need for a
fair transition.

Amundi has two segments to its coal policy - coal developers, companies developing new
thermal coal assets, and coal exposed companies (by revenue) that are not developers. We
have engagement streams around both coal developers and the coal exposure/phase-out.

Coal Developers
Where applicable, Amundi:

- Excludes mining, utilities, and transport infrastructure companies that are developing
thermal coal projects with a permitted status and that are in the construction phase.

- Companies with thermal coal projects in earlier stages of development, including
announced, proposed, with pre-permitted status, are monitored on a yearly basis.

Coal Exposure and Phase-Out

For companies considered too exposed to be able to phase out from thermal coal at the right

pace, Amundi excludes:

- All companies that derive over 50% of revenue from thermal coal mining, extraction and

thermal coal power generation,

- All companies that derive between 20% and 50% of revenues from thermal coal power
generation and/or thermal coal mining extraction with a poor transition path.

Concerning mining extraction, Amundi excludes:

- Companies generating more than 20% of revenues from thermal coal mining extraction,

- Companies with annual thermal coal extraction of 70 MT or more without intention to

reduce.

At Amundi, divestment is a serious action, so it is
important to engage with companies that could
potentially be at risk for future divestment, given
our commitment to phase out from thermal coal
eventually. We ensure that our policy is clearly
communicated to the relevant issuers and that
they have adeguate time to make the necessary

changes. For companies near a threshold for
exclusion, engagement is a way to also ensure
that provider data is accurate in the event
of discrepancies due to differing calculation
methodologies. Engagement, in this case, can
help Amundi make informed decisions prior to
possible divestment.
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Thermal Coal Phase-Out

Amundi Actions

Engagement Selection

For the third year, we communicated our coal
policy to those companies flagged for thermal
coal revenue that did not have an aligned
phase out plan. These included issuers that
Amundi was invested in as of December 31,
2022, that were exposed to thermal coal-based
revenue, as well as any issuers that we had
previously engaged on the same subject that
were still exposed to thermal coal and had not
communicated a timely phase-out yet. The goal
of the engagement was to encourage alignment
with our policy and to speed up withdrawal from
thermal coal assets according to the 2030/2040
timeframes. We asked issuers to put in place a
publicly communicated phase-out commitment
by the aforementioned dates if they had not
already done so.

Companies were selected for the engagement
based on the following criteria:

- Companies internally flagged for having
thermal coal-based revenues,

- Companies where Amundi had exposure
(both active and passive) at the end of
December 31, 2022,

- Companies that had previously been engaged
on the same subject and still had exposure to
thermal coal.

For all the companies within the above list, we
engaged those that had not publicly expressed
a commitment to exit from thermal coal yet, in
line with the Paris Agreement, adhering to the
2030/2040 timeframes.

Engagement Objectives

Key Objectives of the engagement were as

follows:

- Encourage companies to publicly commit
to a thermal coal exit in line with the Paris
Agreement (adhering to the 2030/2040
timeframes),

- Encourage companies to develop targets
and strategies around the aforementioned
thermal coal exit.

Engagement Outcomes & Issuer
Momentum
In 2023, we communicated our coal policy

expectations to all investee companies (as
of December 31, 2022) flagged internally for
thermal coal-based revenue, as well as any
issuers previously engaged for the subject where
coal was still relevant, that were not aligned with
Amundi’s Coal Phase out timeframes.

By the end of 2023, 175 unigue issuers? were
engaged on the subject of thermal coal exit.
However, we had some form of thermal coal
related dialogue (including engagements,
confirmation of exposure, confirmation of
cessation etc.) with at least 232 issuers in the
year. Of the aforementioned 175 issuers engaged
in 2023, ~60% were companies excluded
from Amundi’s active open-ended funds and
ESG ETFs (but held in other ETFs or Passive
Strategies) by December 31, 2023.

24. For misaligned subsidiaries, if both the subsidiary and parent company were in our focus list then we engaged only with the parent

company. We have also included issuers we engaged where Amundi did not have investment at the end of 2023, however we have removed

issuers that we discussed our policy with/or engaged with on the same that did not have thermal coal exposure at the end of 2023 (however

it may have had exposure at some point earlier).
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2023 Breakdown of Engagement Progress for Companies Exposed
to Thermal Coal

These stats/graphs show the state of our focus list for thermal coal companies for 2023 as of
December 21, 2023. These include issuers that we captured as being exposed to thermal coal (that
Amundi had investments in as of Dec 31, 2022) as well as follow up names from previous years
(Russian names have been removed).

Graph 7: 2023 OECD/EU Issuers Breakdown on Thermal Coal Exit Policy

No 2030 Phase-Out Plan
Aligned 52%

w

Eligible for actively
managed funds and
passive ESG strategies

60%
No revenue
from coal

19%

Excluded from actively
managed funds and
No Amundi exposure passive ESG strategies

6% 40%

Graph 8: 2023 Rest of World Issuers’ Breakdown on Thermal Coal Exit Policy
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2021-2023 Evolution of Companies Exposed to Thermal Coal

A view of the evolution of issuers that were in our 2021 focus list as relevant for thermal coal. We
show the evolution from 2021 to 2023 (as it stands on December 31, 2023). (Russian names have
been removed).

Graph 9: 2021-2023 OECD/EU Issuers’ Evolution on Thermal Coal Exit Policy
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B No more revenue from thermal coal
M No Amundi exposure
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Graph 10: 2021-2023 Rest of World Issuers Evolution on Thermal Coal Exit Policy
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2022-2023 Evolution of Companies Exposed to Thermal Coal

A view of the evolution of issuers that were in our 2022 focus list as relevant for thermal coal. We
show the evolution over 2023 (as it stood on December 31, 2023). Our focus list for 2022 was larger
than our focus list for 2021 due to the integration of Lyxor Asset Management (Russian names have
been removed).

Graph 11: 2022-2023 OECD/EU Issuers’ Evolution on Thermal Coal Exit Policy
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Graph 12: 2022-2023 Rest of World Issuers’ Evolution on Thermal Coal Exit Policy
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Next Steps and Amundi Engagement Outlook

We will continue to engage on the subject of
thermal coal with all relevant issuers (via a
defined selection process explained above?),
that do not have a timely phase-out plan. For
those where we do not see adequate actions
or movement in the right direction or with the
right pace, we will continue to deploy a variety
of escalation tools including, but not limited to,
exercising our voting rights as shareholders in
Annual General Meetings (AGMs). Depending
on how misaligned an issuer is with regard to
phasing out by the 2030 or 2040 timeframes,
we take varying approaches. Our actions range
from voting against the discharge of the board
to voting against re-election of the Chair and/or
one or more board members, as well as voting
against the re-election of the entire board. In
2023, exclusion was also used as an escalation
mechanism, after careful deliberation, for some
issuers and Amundi took voting action against
3lissuers due to poor performance with respect

25. For 2024, investee companies will be taken as of December 31, 2023

to our thermal coal policy, including issuers
where we experienced a lack of engagement
momentum concerning thermal coal. In 2024,
we have submitted 192 companies for voting
escalation due to the lack of a timely phase out
commitment and strategy and/or an inadequate
response to our engagements.

*IPCC, 2022 Summary for Policymakers. In:
Climate Change 2022: Mitigation of Climate
Change. Contribution of Working Group
Il to the Sixth Assessment Report of the
Intergovernmental Panel on Climate Change
[P.R. Shukla, J. Skea, R. Slade, A. Al Khourdajie,
R. van Diemen, D. McCollum, M. Pathak, S. Some,
P. Vyas, R. Fradera, M. Belkacemi, A. Hasija, G.
Lisboa, S. Luz, J. Malley, (eds.)]. Cambridge
University Press, Cambridge, UK and New York,
NY, USA. doi: 10.1017/9781009157926.001.
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Company

Company Performance
Year 1(2022)

Initial Recommendation

Assessment in 2023

Company The company put in place a We continued to monitor the : One of the two remaining state regulators
A thermal coal phase-out plan status of the remaining two approved early closure of the plant in Q3
in Q3 2022, that was aligned regulatory approvals in 2023. : 2023. However, the utility is still negotiating
American with Amundi’s Coal Policy with the second state regulator and its
Utility (Amundi Asset Management : Further, we engaged decision is expected in 2024.
Company has committed to reduce with the utility on other
exposure to thermal coal in its : decarbonisation aspects For the aforementioned decarbonisation
portfolios with a formal exit which include: aspects that we engaged the utility on,
for OECD and EU countries by - Interim target we have not seen much progress or any
2030, and 2040 for the rest Largets on scope commitments yet. We have given the utility
of the world, in line with the 2 and wider categories of feedback on the same and encouraged them
Paris Agreement). However, scope 3 (e?<. Category 3 for to consider.
the utility’s complete phase- which the issuer already
out of thermal coal by has targets). - Putting in place interim emission
2030 was contingent on - Expanding the company'’s reduction targets on Scope 2 and other
receiving the associated Net Zero target to include categories of Scope 3 (ex. Category 3
regulatory approvals. scope 2 and wider for which the issuer already has targets).
Decommissioning of the first categories of scope 3 (ex. These are in addition to the targets the
plant was approved by the Category 3 for which the company currently has in place for scope
relevant State Commission issuer already has targets). 1and should have associated relevant
in late 2022. For the second - Disclosure to the timeframes, strategies and investments.
plant, the company needed CDP Climate Change - Expanding the company’s Net Zero target
approvals from two state questionnaire. to include scope 2 and wider categories
regulators, which were of scope 3 emissions (ex. Category 3 for
pending. which the issuer already has targets).
- Disclosing annually via the CDP
ClimateChange questionnaire.
While we have closed the engagement
around a timely thermal coal phase-out
commitment, we continue to monitor the
last regulatory approval as well as engage on
other decarbonisation indicators.
RWE Energy generation business:  With regard to the company’s | The active dialogue with the company has
The company announced a mining business, we wanted continued throughout 2023. Regarding
German concrete commitment to to see the following: power generation, the company currently
Energy phase out from thermal coal - Anofficial ) maintains its thermal coal phase out
Company power generation by 2030, n official commitment commitment by 2030 with transparently

in contrast to a previous
simple intent that stated the
company would phase out
“ideally” by 2030.

Mining business: The
company stated that thermal
coal mining will stop when
generation stops in 2030,
implying that mining will
cease with the closure of

the power plants. Such a
commitment was recognised
as an element of progress,

but insufficient to align with
Amundi’s coal policy, since the
issuer still lacked an explicit
strategy around this particular
topic, including specific dates
on mine closures and end
dates for third-party sales of
thermal coal products.

to phase out thermal coal
mining, at the latest by
2030, accompanied by
an explicit strategy and
expected closure dates.

- The setting of an explicit
strategy and commitment
around the decrease and
eventually exit third-party
sales of lignite-refined
products by 2030.

- Increased transparency on
third-party sales products
(i.e., industrial usage).

- Disclosure of concrete
projections on the
reduction in mining
volumes leading up to the
2030 phase-out.

disclosed decommissioning dates for each
single asset. However, there is a caveat
that the German government can exercise
the option, in 2026, to allocate up to 3.7
GW of power capacity into a security
reserve until 2033. This option specifically
pertains to the Neurath and Niederaussem
coal units. The company is well aware of
Amundi’'s commitment around thermal coal
exit by 2030 but this aspect is beyond the
issuer’s control and will require continuous
monitoring.

While we acknowledge the company’s
ambition to withdraw from coal mining
operations by 2030, we are still awaiting the
formalisation of a firm commitment due to
the German government’s option for security
reserves until 2033.

We also engaged with the company to
improve transparency on lignite third-

party sales whereby we expect higher
transparency through a breakdown of third-
party sales distinguishing between industrial
usage (i.e., for power generation vs. other
purposes). The company acknowledged our
request, but we are yet to see progress on
the same.

Further, engagement was held on the need
for clear public plans to be provided for
the cessation of lignite third-party sales,
accompanied by projections outlining

the reduction in volumes leading up to a
complete phase-out by 2030. This indicator
remains a work in progress as well.
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Case study 19: German Utilities Company

Context

This company plays a pivotal role in shaping Europe’s energy landscape. With a diverse
portfolio encompassing energy generation and distribution, it possesses 4.3 gigawatts (GW)
from lignite-and hard coal-fired power plants, constituting a third of its total installed capacity.
This compares with 5.4 GW of renewable capacity. Following Germany’s nuclear phase-out in
2022, the company strategically shifted its focus to renewable power generation, particularly in
wind power. As a result, it has become a leading wind farm developer and holds a top position
in charging infrastructure in Germany.

Amundi Actions

We haveactively engagedwiththecompany onmultiple occasionstoaddresskey decarbonisation
objectives. Our dialogue commenced in 2021, primarily focused on establishing a thermal coal
exit aligned with Amundi’s Coal Policy (Amundi Asset Management has committed to reducing
exposure to thermal coal in its portfolios with a formal exit for OECD and EU countries by
2030, and 2040 for the rest of the world, in line with the Paris Agreement). In 2022, alongside
ongoing discussions concerning alignment with Amundi’'s Coal Policy, we launched a targeted
engagement campaign on Net Zero. This campaign entailed a thorough decarbonisation
assessment and customised improvement recommendations for the company. Continuing into
2023, our campaign sustained the push for more detailed and ambitious climate disclosures
and targets. This included a formal public commitment to achieving net-zero emissions across
all activities, reduction targets at Group level on methane emissions, increased transparency
regarding the use of an internal carbon price, GHG intensity targets aligned with a 1.5°C scenario,
and enhanced clarity on phasing down/out natural gas emissions in alignment with the Paris
Agreement.

Key Objectives for our engagement

One of our key objectives for engagement with the company was still around a timely thermal
coal phase out commitment, i.e., for the company’s coal exit plan to be aligned with Amundi’s
Coal Policy timeframe to exit by 2030. However, we additionally engaged with the company on
a number of other decarbonisation elements, including but not limited to:

1. Public Net Zero Commitment: Develop a timely and public commitment to achieving Net
Zero emissions across all activities, aligning with a 1.5°C objective.

2.Reduction Target for Methane Emissions: Establish and implement a reduction target for
methane emissions and provide transparent reporting on methane intensity.

Engagement Outcomes and Issuer Momentum

In 2023, the company significantly accelerated its transition from a traditional energy group
to a sustainable infrastructure partner. Before exiting nuclear power in April, the company
announced in March 2023 its new plan to achieve a complete phase-out of coal-fired power
generation by as early as 2028, marking a 7-year acceleration, contingent on the German
government’s policy framework.

(< (>



67 Engagement Report 2023 Energy Transition
By advancing the planned coal phase-out, the company is accelerating its path to climate
neutrality by 2035. Compared to 2018, the company will reduce its direct carbon emissions by
around 50% as early as 2027 and by around 70% in 2030. This acceleration brings the original
target set in 2020 forward by three years. The goal to achieve a 50% reduction in Scope 1 & 2

emissions by 2027 strongly aligns with the European Union’s “Fit for 55” program, which aims
to cut the bloc’s greenhouse gas emissions by 55% by 2030 compared to 1990 levels.

Additionally, the company expanded its 2035 decarbonisation targets to include scope 3
emissions. The company now aims to reduce scope 3 emissions from the gas business, primarily
upstream and downstream, by 43% by 2035 vs. 2018. While these revised targets signify positive
momentum, we have encouraged the company to put in place a formalised commitment and
strategy for achieving Net Zero across all scopes of emissions in a timely manner.

Finally, although several gas companies within the company Group already participate in
the Oil and Gas Methane Partnership 2.0 (OGMP 2.0), to combat methane emissions, explicit
quantitative reduction targets at the group level and enhanced transparency on key metrics
(such as methane intensity from gas operations), are needed. We encourage the company to
ensure these metrics cover all sources of direct methane emissions, consolidated on an equity
share basis, and excluding carbon offsets. The company has acknowledged our request, but we
are yet to see progress on the same.

Next Steps

We are encouraged to see the company’s progress onits decarbonisation planin 2023, especially
its accelerated coal phase-out commitment, which is now aligned with Amundi’s Coal Policy.
We will now close the aligned coal phase-out engagement. However, we will continue to engage
the company on the disclosure of individual decommissioning/ conversion asset plans and
timelines for coal units in 2024. We will also aim to engage the company on more transparent
disclosure around how a just transition will be ensured from a broader societal standpoint. In
addition, engagement around Net Zero and other aforementioned decarbonisation elements
will continue as well.
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Case study 20: Malaysian Utilities Company

Context

This company is based in Malaysia and has both a domestic and international presence. It
is engaged in the generation, transmission, distribution and retail of electricity. The group
generates power from a number of sources including, but not limited to, coal, natural gas, hydro
power, solar energy etc. As of December 2023, the company had a total installed capacity of
21.6 GW of which coal made up the largest share at 42%.

Amundi Actions

We have been engaging with the company since 2021 on various elements of the energy
transition and more specifically on the phase out from thermal coal by 2040, in line with
Amundi’'s coal policy. We have conducted engagement with the company over the past years,
both as part of an investor led collaborative initiative engagement program launched by The
Asia Investor Group on Climate Change (AIGCC), and via our own independent engagement
with the utility as Amundi Asset Management.

Engagement Objectives

As mentioned above and by nature of the aforementioned investor coalition, the overarching
theme of engagements has been climate change and energy transition, including developing
science-based targets with faster adoption of a coal exit timeline, priority of renewable
investment, and greater transparency and accountability around climate KPIs. One of the
key issues that has been consistently addressed through these engagements is that of the
company’s phase-out from thermal coal by 2040, in line with Amundi’s thermal coal policy.
The company’s latest coal-fired power plant, commissioned in 2019, will have Power Purchase
Agreements (PPAs) ending beyond the 2040 timeline, which will fail to meet the timeline
required for non-OECD countries under the Paris Agreement.

Engagement Outcomes and Issuer Momentum

Over the last years, we have seen a number of developments with regard to decarbonisation
and ESG more broadly. In June 2023, the company established its new sustainability division
and appointed its first Chief Sustainability Officer (CSO), who will focus on strengthening
sustainability governance and effectively deploying their ESG strategy across the Group. The
Sustainability Division will consolidate sustainability efforts across the Group. However, a timely
phase-out from thermal coal remains a work in progress and a commitment where the group
currently falls short. While the utility has committed not to build any new coal-fired power
plants, it still has 2 plants currently exceeding the 2040 coal exit timeframe. The phasing out
of coal is based on the expiry of associated PPAs and the company remains bound by their
terms. Regulators play a key role within the company’s coal power assets, so the issuer needs
to manage government expectations along with maintaining energy security. While nothing
is certain, the company is exploring both options - that of converting the plants to renewable
capacity and early retirement of coal plants subject to agreement by existing shareholders
and approvals from relevant authorities and regulators. With the consideration of early coal
retirement, the company expects to be coal-free by the early 2040s. The company has been
conducting feasibility studies and small-scale trials for co-firing of coal with biomass, ammonia
and hydrogen. They have also been exploring green technologies such as carbon capture.
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While we understand the different constraints faced by the company, we continue to reinforce the
criticality of a timely phase-out in conjunction with a switch to renewables while also supporting
a just transition. We continue to encourage the company to have required conversations and
engagement with the regulator, government, clients and relevant stakeholders.

Apart from engagements on coal phase-out, we have also continued to engage with the
company to strengthen their emission reporting practices and disclosure of ESG KPIs. Beginning
2023, the company has committed to reporting on scope 3 emissions under the categories of
Business Travel and Employee Commuting. From 2024, they will expand coverage to include
the rest of the scope 3 categories across the value chain of their business operations through

collaboration with suppliers and vendors.

Next Steps

We will continue a two-way dialogue with the company, to not only encourage the company
to phase out from thermal coal by 2040 (in line with our policy) but also to understand the
challenges the company faces in this regard. We will also continue engaging with the issuer on
other crucial decarbonisation indicators and levers.

Thermal Coal Developers

Coal developers are defined as any company
developing or planning to develop new thermal
coal capacities. To meet the goals set out in
the Paris Climate Agreement, an important
milestone is to stop the development of new
unabated coal-fired power plants or coal mines.
Based on the IEA’s report, new coal project
announcements have slowed in the past few
years, but there are still around 175 GW of
capacity under construction globally, with a
majority of the new developments happening in
developing markets.

The message is clear. The world needs to stop
adding new unabated coal-fired assets, cease
construction of unabated coal power plants,
and tackle emissions from the existing coal fleet
via a few options: retire, repurpose, and retrofit.
Concurrently, a massive scale-up of clean energy
is needed with system-wide improvements in
energy efficiency and in a manner consistent
with just transition. Amundi excludes companies
developing or planning to develop new thermal
coal capacities along the entire value chain
(mining, production, utilities, and transport
infrastructures) from its active universe.

Amundi Actions - Engagement Overall

Engagement Selection

Following Amundi’s policy to exclude coal
developers, in 2023, Amundi continued to
engage with companies identified as potential
coal developers.

Engagement Objectives

There were two broad aims for our engagement

that apply to all sectors:

1. Stopping New (early stage) Potential Coal
Development Projects (before construction)
or Face Exclusion

2. Encouraging Companies to Commit Publicly
to “No New Coal”

The objective of the engagement is to better
comprehend the status of coal projects in scope,
and communicate with them the urgency to NOT
proceed with construction, to phase out thermal
coal, and to do so with public statements. Public
statements are a testament to credibility, as
these statements must be prudently deliberated
by senior management, and once made public,
all market participants, not just a handful of
investors, can help to oversee the progress of
their commitments.
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Engagement Outcomes & Issuer Momentum

Encouragingly, a number of projects that we
monitor have seen progress in project status
from primarily “announced or proposed”’ to
“cancelled or shelved.” Since 2020, we have

engaged with around 60 companies with
relation to coal projects at an early stage of
development, and 2 coal projects were stopped
and shelved following our engagements.?®

Next Steps and Amundi Engagement Outlook

A first-order priority for the world to reduce
carbon emission is to stop adding new unabated
coal-fired assets and cease construction of
unabated coal power plants. As Amundi is
committed to divest from coal developers,
coal projects at a later stage of development
require greater attention and imminent action as
operation could start as soon as possible.

For projects at the earlier stage, such as
announced or proposed, Amundi engages
to encourage companies to find alternative
sources of energy or face swift divestment. As
these projects are announced but not yet under
development, they can sometimes have quicker,
positive outcomes.

Engaging on Financials for a Coal Exit

Context

The insurance industry has an important role to
play in addressing climate change through both
sides of its balance sheet (investment portfolio
and underwriting). At the same time, climate
change is also a material risk to the industry,
as it is leading to an increased frequency and
severity of weather events around the globe,
such as floods, droughts, wildfires and storms.
These events affect the claims that the industry
pays out and require insurers to review their
underwriting terms and conditions.

26. Amundi excludes issuers that decide to start construction

The continued use of thermal coal is one of the
major sources of carbon emissions. The phase-
out from coal has been identified as the single
most important step to align with the Paris
Agreement. The Net Zero Emissions (NZE)
scenario presented by the IEA inits “Net Zero by
2050 report” leaves no room for new unabated
coal plants approved for development, new coal
mines or mine extensions after 2021. It also calls
for a phase-out of unabated coal in advanced
economies by 2030 and in the rest of the world
by 2040.
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Graph 13: Key milestones on the pathway to Net Zero
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Amundi is committed to phasing out thermal coal from its investments by 2030 in OECD countries
and by 2040 in the rest of the world, in line with the Paris Agreement. Through this engagement, we
are asking investee companies to follow the same timeline.
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Amundi Actions

Engagement Selection

Our engagement with insurers on their thermal
coal policies entered its fourth year in 2023. This
campaign targeted a mixed set of insurers in
terms of geography (Europe, Americas, Asia)
and in terms of business mix (Life & Health,
Property & Casualty insurance, reinsurers).
As the sample is quite varied, the interviewed
companies are at different stages of progress in
terms of developing a coal exclusion policy.

Key Objectives for our engagement were
as follows:

Through this campaign, we have been asking
insurers to introduce a solid thermal coal policy.
The implementation of a robust coal policy is one
of the first steps for an insurance company to
start aligning its investments and underwriting
to a 1.5°C scenario. Amundi believes that a
Net Zero commitment is only credible if it is
underpinned by a ‘best-in-class’ coal policy.

The demands and recommendations that we
put forward are:

- The explicit exclusion of coal developers (i.e,,
any company that is planning to develop
new coal mining, coal power or coal-related
infrastructure activities).

- A commitment to full phase-out by 2030 in
OECD countries and by 2040 for the rest of
the world, i.e., consistent with IPCC’s 1.5°C
pathway.

- The implementation of relative and absolute
exclusion thresholds, to be gradually
tightened in order to achieve this full phase-
out.

Engagement Outcomes and Issuer Momentum

We observed during 2023 that insurers’
awareness of the need to have a thermal coal
policy in place increased. Still, willingness to
strengthen this policy to become a meaningful
one was often lacking. There was less momentum
compared to last year as, of the nine insurers
we engaged, only two introduced a tightening
of their policy during the year. The upside is
that, since 2022, all insurers targeted by this
campaign actually do have some kind of thermal
coal exclusion policy in place. The very existence
of a policy, even if it is weak, provides a good
basis to build upon.

Huge differences remain between insurers that
are, to a certain extent, attributable to regional
differences. Japanese insurers are taking small
steps forwards, often copying each other, and
citing the country’s high reliance on coal in its
energy mix. An Asian insurer again flagged
to us the difficulties it faces in the region: the
financing gap, unmet societal needs, and the
average age of coal plants (the region’s reliance
on coal has led to relatively recent investments
in coal-fired power plants). US players pointed
to the unfavourable political ESG climate as a

hindrance, with one of them announcing its first
coal policy in 2022. The European insurers are
most advanced and are refining their policies
on a regular basis. This is driven by growing
investor demand, a fear of ending up with
‘stranded assets’, and their own commitment to
act responsibly. Nonetheless, some have still not
committed to a full phase-out in line with the
Paris Agreement.
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Assessment at closing of campaign

Company (2020) (end 2023)
Commitment Commitment
Thermal coal Thermal coal
Name code Country olicy in place? to phase out olicy in place? to phase out
P yinp : thermal coal? P yinp ) thermal coal?
A UK No No Yes No
B Hong-Kong No No Yes Yes
C us No No Yes No
D Italy Yes No Yes Yes
E us Yes No Yes No
F Japan Yes No Yes No
G Japan Yes No Yes No
the 2 o
H Netherlands Yes No Yes Partially
Germany Yes Partially* Yes Partially*
Next Steps
The industry is making progress on this We estimate that, following our engagement

important topic, although not fast enough to
align with IEA’'s NZE scenario. It is interesting to
see that insurers tend to benchmark themselves
to regional industry peers. The proverb “when
thereis one sheep over the dam, more will follow,”
is clearly applicable in this respect. Intense and
regular engagement with a few regional players
can therefore lead to positive results for the
broader region.

over the last four years, awareness of the
importance of a thermal coal phase-out is now
present for this set of insurers. We believe that
it is time to move our discussions to other
players in the industry, as we feel that other
laggards might be ‘well-served’ by this kind of
investor pressure. We will therefore close this
specific engagement campaign and will instead
continue our conversations on thermal coal (and
the wider climate and Net Zero topic) with other
insurers during 2024,

Engaging on Physical Risk & Adaptation

Context

Even if greenhouse gas emissions were to rapidly
reduce, some climate models predict that global
warming will still reach at least 1.5°C by the
end of the century. This means that adaptation
measures are not complementary to mitigation
efforts but necessary, since mitigation alone
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is insufficient to counter the adverse impacts
of climate change. While all places on Earth
will be affected, certain regions, such as those
susceptible to sea-level-rise or natural disasters,
will be more at risk from the impacts of climate
change.
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Physical risks arise from the impacts of climate
change because of extreme weather events
and climate hazards such as wildfires, floods
or droughts. These risks can cause significant
damage to physical assets and critical
infrastructure. Physical risks can be classified as
acute or chronic, depending on whether they
originate from immediate events or prolonged

Amundi Actions

Engagement Selection
The companies that we initiated engagement

shifts in the climate system. Over the longer
term, the value of physical assets would be
depreciated or become uninsurable. Hence, as an
investor, it is important to evaluate the physical
risk and adaptation readiness of companies, as
strong mitigation and adaptation are both key to
avoiding hard adaptation limits and minimizing
losses and damage.

Engagement Objectives

- Conduct physical risk assessment to identify

are considered “High Risk” from the sectors
deemed most exposed to physical risk: Electric
Utilities, Electronic Equipment & Instruments,
Semiconductors, Oil & Gas Companies,
Telecommunication. Because some areas are
more prone to experience many of the severe
impacts of climate change, companies with
significant assets in high-risk areas are our key
focus.

hotspots and set up proper governance with
roles and responsibilities.

- Integrate physical risk and adaptation into
their climate strategy, business plans and
guidance with clear roadmap, action plans
and commitments.

Case study 21: PG&E

Context

PG&E, a major US utility provider, oversees extensive energy infrastructure, including gas and
and electric systems, making physical risk a central theme tied to its operations’ nature. These
physical risks originate from both chronic (i.e., increased temperatures and sea-level increases)
and acute risks, such as natural disasters—wildfires and heatwaves—that directly impact the
company’s assets. Due to the high risk profile for such events in its operating geographies,
the issuer requires robust risk management strategies to safeguard its infrastructure, ensure
service continuity, and mitigate potential liabilities. Physical risk gains added significance for
the issuer due to its history of severe controversies related to wildfires. Concerns about the
adequacy of safety measures and maintenance practices within the company’s infrastructure
have consequently arisen. These controversies underscore the importance of managing physical
risk not only for community and environmental safety but also to address reputational and
financial repercussions. This significance is magnified as the issuer continues to grapple with
the aftermath of seeking bankruptcy protection in 2019 and accumulating an estimated $30
billion in liability for fires attributed to its poorly maintained equipment.

Amundi Actions

In 2022, we initiated active engagement due to ongoing challenges related to wildfires. Our
objective was to globally assess the company’s response to these events and request enhanced
transparency and accountability regarding its new fire mitigation strategy. This involved
understanding the issuer’s strategy for power lines at high risk, particularly those outside
their ambitious undergrounding program covering 10,000 miles of power lines. Our focus also
extended to understanding the company’s risk identification analysis, improvements in safety
practices, and the establishment of new governance oversight.
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Engagement Objectives Q

1. Assess the accountability of the Board regarding climate change and related risks.

2.Understand the current human capital structure dedicated to adaptation, resiliency and
response.

3.Enhance science-based physical risk assessment with more clarity on the scenarios used
and the time horizons chosen.

4.Encourage adoption of nature-based solutions for adaptation and resiliency.

5.Diffuse physical risk assessment and management practices throughout the entire value
chain.

Engagement Outcomes and Issuer Momentum

While the issuer has been responsible for major wildfires in most years since 2015, there are
indications that management improvements are showing tangible results. In December 2022,
the local state Utilities Commission removed the issuer from the Enhanced Oversight and
Enforcement Process on wildfire management. We observed improvements in the company’s
wildfire mitigation plan, including insulated transmission lines, vegetation management, an
ambitious powerline undergrounding program, Enhanced Powerline Safety Settings (EPSS),
no customers being de-energised as part of the public safety power shutoffs (PSPS) and the
installation of cameras all over their system to automatically recognise smoke plumes. Thanks to
these measures, in 2022 reportable ignitions in high fire threat areas (-25,000 miles) had declined
by 36% relative to the previous three-year average (2018-2020) before EPSS implementation.
Such ignitions declined by a further 28% in 2023 and PG&E calculates that current operational
protections amount to combined wildfire risk reduction of 94%. This is expected to steadily
increase with additional grid improvements, such as underground or covered conductors, being
rolled out each year, along with continued enhancements to vegetation clearance.

Adding credibility to the above-mentioned initiatives is the issuer’s revised strategy. Released
in 2023, this strategy presents a detailed overview of R&D for the next ten years as the
company transitions from its current to future state. We had the opportunity to discuss the
key themes directly with the company, and can commend the focus on wildfire prevention and
undergrounding provisions, and also the integrated consultation and delivery approach across
all parts of the business, its supply chain, and customers. Full implementation will take many
years, and the risk of wildfires - along with corresponding liabilities - remains in the interim. We
hope that the issuer can rapidly and successfully implement its strategy, and will continue to
engage with them for progress updates and performance reports.

Next Steps and Amundi Engagement Outlook

Acknowledging the positive momentum within the company, bolstered by an elevated
governance oversight framework (envisaging two ad-hoc committees for physical risk and
nuclear) and the establishment of dedicated climate resilience units that implement best
practices in science-based physical risk assessments (using RCP 8.5 by the IPCC), we recognise
the imperative of sustained vigilance. Our focus is on closely monitoring progress as the company
implements additional grid improvements, such as underground or covered conductors, and
continues enhancing vegetation clearance. As these measures take years to be fully realised,
our responsibility lies in pushing for ongoing improvements, strictly monitoring the company’s
linear implementation of a comprehensive physical risk management system. Additionally, we
plan to continue assessing responsiveness to emerging climate and adaptation challenges,
along with their measures in addressing potential wildfires and associated liabilities in the
interim. Our engagement strategy with the company centres on urging higher transparency
and accountability, with the following revised KPlIs:

- Assessment of the impact of climate hazards on operations in the short medium and long
term.

- Formalisation of a clear policy and strategy for diffusing physical risk assessment and
management practices throughout the entire value chain.

- Higher disclosure on the exposure of the business to extreme cold events - vulnerability
identification, opportunities for mitigation actions.
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Case study 22: Verizon

Context

Physical risks can have a significant impact on a company’s assets, especially in the
Telecommunication Services (Telcos) sector, which relies heavily on network infrastructure,
data centres, and other critical facilities. The dispersion of Telco assets exposes them to risks
from multiple extreme climate events. For example, severe storms or floods could damage
telecommunication towers, optic cables, and other equipment, leading to service disruptions
and interruptions. Wildfires also represent a significant risk for Telco assets, as they can be
damaged by naturally occurring wildfires or, in some cases, defective assets may themselves
provide the ignition source for wildfires. As a result, Telcos must take a comprehensive approach
to physical risk management, including measures such as investment plans focused on risk
mitigation and disaster recovery plans, to minimise the impact of physical risks and ensure the
continuity of their operations.

Furthermore, extreme climate events, such as hurricanes, wildfires, and droughts, are occurring
more frequently in the United States due to the country’s diverse geography and changing
climate patterns. For these reasons, Verizon appeared to be a perfect candidate for engagement
on physical risk.

Amundi Actions

Amundi regularly engages with companies on physical risk to encourage better assessment,
management and reporting. In 2023, within the telecom sector we chose to engage with
Verizon for two reasons:

- Verizon publishes an updated and comprehensive TCFD report every two years, so at the
time of engagement the most recent available was dated 2021. Although in-line with best
practice, this frequency of reporting can mean a lag in progress monitoring for investors.
We wanted to ensure the company would provide more granularity in its upcoming
2023 TCFD reporting. N.B. - Verizon has since clarified that it was in the final stages of
publication at the time of engagement, and had already planned to include the details
requested.

- Verizon’s operations are strongly exposed to the United States, a country significantly
vulnerable to extreme climate events, such as hurricanes, wildfires, and droughts.

Engagement Objectives

1. Increase transparency regarding the Board’s accountability,

2.Provide more details around the scenarios used for risk assessment and more information
on the risk assessment process,

3.Increase transparency on engagement with other stakeholders on exposure to and
assessment of physical risks,

4.Improve climate-related disclosures.
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Engagement Outcomes and Issuer Momentum

Verizon released its 2023 TCFD report as planned. We were pleased to note that the report
contained more information on the company’s governance structure and oversight of climate-
related risks, as well as updates on the risk-management process based on a company-wide
survey. A strategy for increasing the resiliency of their supply chain was presented.

The report also included more coherent time horizons that were in line with their Net Zero
strategy; Verizon changed the time horizons used to evaluate climate-related risk to align
with the time horizons of their financial planning and reporting. Separately, the company also
refreshed and extended the time horizon of transition risk analysis to utilise a more recent third-
party 1.5°C model and to incorporate Verizon’s updated planning assumptions related to their
Net Zero commitment.

Yet, there is more Verizon can do to assess and mitigate physical risks. We also expect further
details, KPIs and metrics in terms of reporting.

Next Steps and Amundi Engagement Outlook

We therefore intend to pursue our engagement with the company, notably to encourage them
to:

- Adopt a more ambitious Representative Concentration Pathway (RCP) scenario or switch
to a Shared Socio-economic Pathways (SSP) scenario, to augment their already robust
selection.

- Provide more details on the weight of each scenario in their risk mapping, as well as
quantitative metrics on adaptation and resilience expense.

- Considering additional climate hazards in their assessments (such as extreme cold, water
stress, and drought), especially since our analysis suggests Verizon may be more exposed to
those.

- Strengthen the Board’s oversight on climate risks.

- Share further details on climate risk survey (e.g., supply chain mapping) and adjustments in
climate models, financial planning and reporting.

Next Steps and Amundi Engagement Outlook

Physical climate risk is increasing and has an impact on every sector and continent to varying degrees
based on factors such as location, vulnerability, and readiness. To better address these challenges,
as well as opportunities, we are embarking a more sector-oriented approach and continue pushing
companies to adopt framework and disclosure standards, including the CDP, TCFD and ISSB. With
that, we aim to strengthen our investor toolkit for assessing physical risk and adaptation over time.
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Natural Capital Preservation

There are nine planetary boundaries, including
climate change, which have been mapped
by a team of international scientists at the
Stockholm Resilience Centre. These boundaries
are processes that regulate the stability and
resilience of Earth systems which ensure the
healthy functioning environments that support
clean air, fresh water, climate regulation, and
pollination, among other essential services.
Just as there is a limit to how much CO, the

atmosphere can handle, crossing other planetary
boundaries increases the risk of generating
large-scale abrupt or irreversible environmental
changes. According to the Stockholm Resilience
Institute’'s 2023 update,? six of the nine
boundaries have been transgressed, with a
seventh (ocean acidification) very close to being
breached. This suggests that the earth is well
outside the safe operating space for humanity.

Graph 14: The Nine Planetary Boundaries: 6 out of 9 have been severely Transgressed
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Work is still ongoing to better quantify certain
thresholds for safe operating limits. Perhaps, one
day, corporates may be able to set targets that
correlate to a company’s fair share of actions to
halt nature loss, ensuring that we operate within
the safe operating limits of these planetary
boundaries.

While that is still a far-off vision, investors and
corporates today can still already use these
boundaries as a guideline to identify activities or
actions that contribute to the transgression of
planetary boundaries and begin taking action to
mitigate them. Engagement is one such key tool.
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By engaging on the key drivers of biodiversity
loss and their contribution to breaching
planetary boundaries, investors can begin to
raise awareness and incentivise action.

At Amundi, engagement on natural capital
focuses on key areas where corporate activities
impact biodiversity loss and natural capital,
many of which contribute to the transgression
of planetary boundaries.?® In this section, we
will outline some of our key engagement topics
which seek to encourage companies to quicken
the pace of addressing their impact on nature.

28. We cover all but two of the planetary boundaries: Climate Changed (addressed in Net Zero) and Stratospheric Ozone Depletion, was

addressed by the Montreal Protocol in 1987 which successfully helped to phase out the production and consumption of ozone-depleting
substances globally, making it less of a material concern today: of-environmental-quality-and-transboundary-issues/the-montreal-

protocol-on-substances-that-deplete-the-ozone-layer/#:~text=The%20 Montreal%20Protocol%2C%20finalised%20in,%2C%20fire%20

extinguishers%2C%20and%20aerosols.

(<>


https://www.stockholmresilience.org/research/research-news/2023-09-13-all-planetary-boundaries-mappe
https://www.state.gov/key-topics-office-of-environmental-quality-and-transboundary-issues/the-montre
https://www.state.gov/key-topics-office-of-environmental-quality-and-transboundary-issues/the-montre
https://www.state.gov/key-topics-office-of-environmental-quality-and-transboundary-issues/the-montre
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Biosphere integrity - Severely Transgressed

Biosphere integrity refers to genetic diversity on the planet and its overall ability to adapt and
evolve with changes to the biosphere. This includes its ability to continue its role in regulating
the earth’s system and providing essential ecosystem services, including provisioning services
(such as food and other raw materials we rely on) and regulating services (such as pollination,
erosion control, and air/water quality, among others). The boundary is defined based on the
maximum extinction rate compatible with preserving the genetic integrity of ecosystems.
The current rate of species extinctions is estimated to be at least tens, and possibly hundreds
of times higher than the average rate over the past 10 million years and is accelerating. We
engage on biodiversity preservation as a specific topic as well as through the direct drivers of
biodiversity loss and links to other planetary boundaries.

A. Engaging on Biodiversity

Society and the private sectorare only intheearly
stages in understanding how essential a healthy
and biodiverse environment is to a stable and
well-functioning society. Economic growth and
prosperity have come at the expense of natural
systems that underpin all life on earth. In fact, it
is estimated that the annual value of ecosystem
services (services and provisions such as fresh
water, erosion control, food, and pollination that
exist thanks to biodiversity), amounts to USD
125 -140 trillion which is roughly 1.5 times the
global GDP.?°

The rapid rate of biodiversity loss today poses
significant risks for society, and in turn for the
corporates we invest in, via risks to food security,
human health, and the severity of physical events.
The world lost an estimated USD 4-20 trillion
per year in ecosystem services between 1997
and 2011 alone due to land-cover change, and
an estimated USD 6-11 trillion per year from land
degradation.*® In fact, the World Bank estimates
that the global economy could lose USD 2.7
trillion by 2030 compared to a businessas-usual
scenario if certain ecosystem services collapse
(such as pollination among others).s Low-
income countries that are more heavily reliant on
natural resources and ecosystem services could
suffer even greater GDP losses of up to 10%

annually on average. In particular, sub-Saharan
Africa and South Asia could see annual drops of
9.7% and 6.5% respectively.*?

However, low-income countries are not the only
ones highly exposed. Middle-income countries
could see major projected losses in GDP, with
China the country most affected, with estimated
projected losses up to USD 943 billion by
2030 followed by India at USD 193 billion. This
projected loss in GDP represents a permanent
reduction in economic productivity with major
and long-lasting impact on incomes and
employment.®®* Finally, it is important to point
out that even for higher-income nations whose
economies may not directly depend as much on
natural resources, the risks are still significant.
In terms of global exposure, according to the
World Economic Forum, wealthier economies
have higher GDP exposure to nature-dependent
sectors ($2.7 trillion in China, $2.4 trillion in the
EU, and $21trillion in the United States) meaning

even if the share in their national economy is
lower, their share of global exposure to the issue
remains high.** Thus, even if the direct impacts
of nature loss will be uneven, the global exposure
for corporates remains.

29. https:/publications.banque-france.fr/sites/default/files/medias/documents/wp826 0O.pdf

30. https:/www.oecd.org/environment/resources/biodiversity/G7-report-Biodiversity-Finance-and-the-Economic-and-Business-Case-for-

Action.pdf

31. https:.//www.worldbank.org/en/topic/natural-capital#:~:text=The%20World%20Bank%20estimates%20that,%2C%20fisheries%20and%20

timber%20provision

32. https://www.worldbank.org/en/topic/biodiversity#:~:text=World%20Bank%20modelling%20shows%20that,global%20losses%200f%20

2.3%20percent

33. https://openknowledge.worldbank.org/server/api/core/bitstreams/9f0d9a3a-83ca-5¢c96-bd59-9b16f4e936d8/content

34, https://www.weforum.org/press/2020/01/half-of-world-s-gdp-moderately-or-highly-dependent-on-nature-says-new-

report/#:~:text=In%20terms%200f%20global%20exposure.trillion%20in%20the%20United%20States.
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https://publications.banque-france.fr/sites/default/files/medias/documents/wp826_0.pdf
https://www.oecd.org/environment/resources/biodiversity/G7-report-Biodiversity-Finance-and-the-Economic-and-Business-Case-for-Action.pdf
https://www.oecd.org/environment/resources/biodiversity/G7-report-Biodiversity-Finance-and-the-Economic-and-Business-Case-for-Action.pdf
https://www.worldbank.org/en/topic/natural-capital#:~:text=The%20World%20Bank%20estimates%20that,%2C%20fisheries%20and%20timber%20provision
https://www.worldbank.org/en/topic/natural-capital#:~:text=The%20World%20Bank%20estimates%20that,%2C%20fisheries%20and%20timber%20provision
https://www.worldbank.org/en/topic/biodiversity#:~:text=World%20Bank%20modelling%20shows%20that,global%20losses%20of%202.3%20percent
https://www.worldbank.org/en/topic/biodiversity#:~:text=World%20Bank%20modelling%20shows%20that,global%20losses%20of%202.3%20percent
https://openknowledge.worldbank.org/server/api/core/bitstreams/9f0d9a3a-83ca-5c96-bd59-9b16f4e936d8/content
https://www.weforum.org/press/2020/01/half-of-world-s-gdp-moderately-or-highly-dependent-on-nature-says-new-report/#:~:text=In%20terms%20of%20global%20exposure,trillion%20in%20the%20United%20States.
https://www.weforum.org/press/2020/01/half-of-world-s-gdp-moderately-or-highly-dependent-on-nature-says-new-report/#:~:text=In%20terms%20of%20global%20exposure,trillion%20in%20the%20United%20States.
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Despite growing awareness around the
subject, corporates are still in the early days of
understanding not only how they impact nature,
but also how they depend on nature. This
includes the associated risks to the business if
they do not act. Moreover, corporates who are
now aware of the risks are still in the early days
of understanding how to measure, address,
and report on biodiversity related metrics.

Amundi Actions

Amundi began engaging with companies
on biodiversity strategy in 2021, growing the
engagement pool from 52 companies in 2021
to 294 in 2023 (up from the 92 companies
engaged last year) across a diverse range of
sectors.®® The expansive nature of the initial
engagement sample in 2021 meant that Amundi
could begin to identify best practices within
and across sectors and geographies, and use
this as guidance for companies. Details on these
practices can be seen in our standalone report
(found here). We have built on that initial work
annually, continuing to develop our company,
sector, and global expectations.

Amundi also expanded its efforts on biodiversity
in 2023 in part due to the establishment of its
new biodiversity policy.*® The policy focuses
on companies with high exposure to activities
harmful to biodiversity that either lack sufficient
processes/disclosure or have been involved in
serious controversies. It is applicable to issuers
who are flagged for the following topics:

Momentum & Outcomes

Target guidance and reporting frameworks are
beginning to emerge such as TNFD,*®> SBTN,%*¢
ESRS E4% (under the Corporate Due Diligence
Directive) as well as the Kunming-Montreal Post
2020 Global Biodiversity Framework®® which
was ratified at COP15 in 2022 (GBF). These
will provide corporates with more guidance
and structure on how to accelerate actions on
biodiversity and report on those actions.

- Deforestation

- Controversial use of water

- Deep-sea mining

- Extractives activities (metals & mining and oil
& gas companies) operating in biodiversity
sensitive areas,

- Pesticide producers

- Major single-use plastic producers

- Consumer companies with high exposure to
plastic packaging

Amundi engages with all companies identified
in the policy and as well as other companies
where biodiversity linked topics are deemed
highly material. We may engage both on the
key activities driving biodiversity loss and the
company’s overall strategies concerning natural
capital preservation. For these biodiversity
topics, we engage with companies on direct
operations and throughout the value chain,
asking them to better integrate biodiversity
and ecosystem services into their strategy
with company and issue-specific engagement
objectives.

Measuring Momentum from our Initial 2021 Engagement Pool

Regarding the initial group of issuers in 2021,
Amundihas followed up annually, re-emphasising
Amundi’s initial recommendations and tracking
corporate developments against this initial
baseline. The graph below shows the evolution
of the initial 52 companies between 2021 (base

35. Taskforce Nature Related Financial Disclosures, https:/tnfd.global/

year) and evolution after two years aggregated
by sector. Going forward, our engagements
have and will continue to grow as expectations
and reporting standards around nature related
reporting mature.

36. Science Based Targets Network https://sciencebasedtargetsnetwork.org

37. https:/www.efrag.org

38. https:/www.cbd.int/conferences/post2020

39. Insurance, energy, pharmaceuticals, materials, food retailing, fashion, consumer services, household personal products, and banks among

others

40. https://about.amundi.com/files/nuxeo/dl/c44a7bb2-813b-4346-96e0-e3d695241d9b
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https://tnfd.global/
https://sciencebasedtargetsnetwork.org/
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2F11%2520Draft%2520ESRS%2520E4%2520Biodiversity%2520and%2520ecosystems%2520November%25202022.pdf&AspxAutoDetectCookieSupport=1
https://www.cbd.int/conferences/post2020
https://about.amundi.com/files/nuxeo/dl/c44a7bb2-813b-4346-96e0-e3d695241d9b
https://research-center.amundi.com/article/biodiversity-it-s-time-protect-our-only-home
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Graph 15: Biodiversity Engagement Evolution between 2021 and 2023
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Source: Amundi Asset Management

While some marginal improvements have been made across all sectors, overall progress on
addressing biodiversity loss remains relatively stagnant, justifying continued engagement on the
topic going forward.*

Scoring Methodology

Company Performance on Managing & Reporting on Biodiversity based on Amundi’s proprietary
scoring model that evaluates company performance on managing biodiversity risks. The scoring
framework evaluates corporate reporting on biodiversity, as well as their strategy, management,
and targets on the topic.

Companies under engagement were assessed using this methodology in 2021 and 2023 to
assess evolution on the topic after three years of engagement. Maximum score per company
is 50 meaning the higher the score, the stronger the practices.

More information on the scoring framework (based on the questions asked and KPIs measures)
can be found in Part 2 of Amundi’s Biodiversity Report entitled “Biodiversity: It's Time to Protect
our Only Home” found here.

41. Sample of 52 issuers. Not representative of all corporates or all Amundi engagements on biodiversity
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However, based on the evolution in the past two
years, our key observations are as follows.

1. We see a stronger awareness of the subject
overall with many companies going from
no public reporting to including the topic of
biodiversity and natural capital in their annual
ESG reports.

2. Overall, we saw larger strides on the topic
being made by companies that were lagging
behind peers on environmental topics more
generally, meaning there were more “low
hanging fruits” for them to seize.

3. Companies in sectors where natural capital
management was already heavily integrated
into core business because of existing
material risks (such as forestry and mining),
did not make much substantial progress
due to existing capacities. However, we still
find they are struggling, like many sectors,
to integrate what they are already doing
into emerging standards and regulations,
justifying continued engagement.

4. Many companies did not demonstrate as
much concrete progress as anticipated after
two vyears, even for relatively easy initial
actions such as basic reporting on impacts,
dependencies, risks, and opportunities. We
observed this to often be related to a sort

Graph 16: TNFD and SBTN Alignment

of “reporting paralysis” whereby companies
are hesitant to commit to reporting until
regulations in various regions (such as
CSRD in Europe) are finalised. This hesitancy
to progress has also stemmed from the
uncertainty over how to begin the reporting
forthese standards, suchas TNFD. The subject
is arguably vast and complex and standards
are still being finalised. Furthermore, concrete
examples of how this reporting should look in
practice are few and far between. Thus, many
companies are hesitant to start at all for fear
of having to change it all again.

Despite the complexity of the topic, there is
nevertheless much companies can already do.
They can, for instance, already provide a basic
mapping of how their operations impact and
depend on nature (such as through the use of
ENCORE, which is a free tool). Furthermore,
guidance and reporting standards on these key
nature subjects should not be brand new for
corporates. In fact, there is significant work being
done so that standards compliment each other
rather than reinventing the wheel. For example,
CDP announced intentions to align with TNFD.#?
Furthermore, TNFD and SBTN have made it
clear that they share the same vision.*s

TNFD LEAP ‘ Locate ' Evaluate ' Assess . Prepare
phases
- Spatialisation of corporate activities and - Baseline
TNFD and interface with nature defined - Risks and measurement for
A opportunities targets
SBTN’s - Estimated environmental footprint based on identified
8 common 8 common dependencies and impacts to inform - Target ambition - Delivery based on
outputs outputs . enterprise risk levels determined action plans and
for setting P - Issues and locations that require management P d and disclosed targets as disclosed
targets targets identified management an
for nature* financial impact - Action plans to
- Prioritised list of locations for action, based on assessment meet and report on
state of nature and corporate impact targets
2. Interpret 3. Measure, set
SBTN 5-step 1. Assess . p' . S 4. Act 5. Track
approach and prioritise and disclose
*There are 8 common outputs from the TNFD LEAP approach and SBTN methods. An organisation using either
one of the approaches would produce these 8 common outputs. They are not the only outputs an organisation
requires to report against TNFD recommendations or to use the SBTN methods.
Source: TNFD#4
42. https://www.cdp.net/en/articles/forests/catching-up-with-climate-where-next-for-nature-disclosure#:~:text=In%20September%20
2023%20CDP%20announced,’one%2Dstop%20shop’
43, https://sciencebasedtargetsnetwork.org/resources/frequently-asked-questions,

44, https:

tnfd.global/wp-content/uploads/2023/09/Guidance for corporates on science based targets for nature vi.pdf
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https://tnfd.global/wp-content/uploads/2023/09/Guidance_for_corporates_on_science_based_targets_for_nature_v1.pdf
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5.Finally, we also saw limited new concrete

actions to address drivers of biodiversity loss
(beyond offsetting or pilot projects). Some
cited the reason for this as being the inability
to measure biodiversity on the ground to
create a baseline. Others cited the difficulty
of starting due to the numerous other topics
that require attention and financing (such
as climate). While we know scaling can take
time, this is something that requires additional
engagement attention.

6.Similar to this line of thought, even though
we see many companies making new or
evolved efforts to report on the importance
of biodiversity, we have yet to see it being
translated into concrete targets and action
plans. This is the next step for our engagement
efforts.

A sample of companies from various sectors can
be seen in the table below and the case studies
on page 88 and 90.

(< (>



85 Engagement Report 2023

Natural Capital Preservation

Biodiversity Policy
Concerning policy engagements, many of these engagements began prior to 2023 as part of our
regular (and continuing) biodiversity engagement activities. Examples of these engagements can be
seen throughout this chapter including the sections on plastic, pesticides, oceans and deforestation.

Materials

Assessment at start

of engagement

Past
Recommendations

Evolution in Past
Years

Status in 2023

Company A
Sector: Paper
& Forest
Products

Country:
Finland

Starting Year:
2021

X

Dedicated team

in charge of
biodiversity formed
by biologists whose
responsibilities
including mapping
the company’s
forests.

Strategy
differentiates
protected forests,
natural forests and
managed forests.

To preserve
biodiversity, they
only operate forests
with natural tree
species and monitor
their impact on
water.

Biodiversity is
monitored through 8
dedicated KPIs.

Ambition to be
net positive on
biodiversity for
Finland’s forests.

Biodiversity
management is part
of company strategy
and is discussed at
board level more
than once a year.

- Establish a clear and
detailed biodiversity
policy that explains
the approach
to biodiversity
management.

-Integrate
biodiversity into
new sustainability
policy.

-Integrate
biodiversity
discussions at the
board level and
mention it in public
disclosures.

2022

the company stren-
gthened the business
and the role of biodi-
versity by including
biodiversity as a
measure in manage-
ment remuneration.

- Thanks to the
forest management
in place prior to
our engagement,
protected areas
continue to grow
over the years.

The company

also increased the
number of habitat
restoration and
biodiversity projects
in Finland, going
from 31in 2019 to
45in 2022.

- Company’s biodiversity
management remain
strong with dedicated
monitoring KPIs*and
a strong ambition to
achieve net positive
impact on biodiversity for
Finland’s forests.

Company also increased
focus on the impact of
its mills, by improving the
management of air and
water emissions, using
technology to neutralise
harmful emissions.

Company still lacks a
public disclosure of its
suppliers’ biodiversity
assessment and risk
mapping.

Biodiversity management
of the company’s forests
in Uruguay and in the US
is not as transparent as
in Finland. We wish to
see biodiversity targets
applied to the US and to
Uruguay forests.

Croda
Sector:
Chemicals

Country:
United
Kingdom

Starting Year:
2021

f

Biodiversity has a
dedicated approach
in the Sustainability
strategy, and the
company has the
target to be land
positive by 2030.

Impact and
dependencies
assessment, at least
for specific drivers of
biodiversity loss.

Various initiatives,
measures and
examples of
projects relating
to biodiversity
protection.

Advanced
communication
on the topic and
knowledgeable
interlocutors.

- Further develop
the biodiversity
strategy, notably
by incorporating
other drivers of
biodiversity loss
than land use
change.

Detail the reporting
on company’s
impacts, risks,
dependencies,

and opportunities
related to nature
(ideally with TNFD).

Develop other
biodiversity related
indicators and
targets.

Expend further
the lifecycle
assessments in
order to further
cover the product
portfolio.

Company set Net
Nature Positive by
2030 target.

Target to perform
40 full lifecycle
assessments by the
end of 2024.

Company has
started to evaluate
its commodities,
technology
platforms and
product portfolio
in terms of their
proximity and
inherent risks and
opportunities for
nature.

We welcome Croda’s
approach to the strategy
looking to exploit
opportunities on top of
managing biodiversity
risks.

Croda maintains its
reporting standards, and
the company is working
to extend these in the
future but holistic and
concrete KPIs to support
the strategy remain
lacking.

Amundi will monitor the
number of complete LCA
assessments, as Croda

is far fromm meeting their
2024 targets.

45, (share of broadleaved trees, share of protected or restricted use areas in forests...)
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Consumer

Assessment at start
of engagement

Past
Recommendations

Evolution in Past
Years

Status in 2023

Company B

Sector:

Consumer

Services

Country: USA

Starting Year:

2021

2y

2030 Zero
deforestation
commitment and
already achieved
nearly 100%
transparency for key
commodities.

Biodiversity
integrated into
conversations on
environmental risks
but no specific
strategy.

Involved in numerous
collaborative
initiatives on key
commodities.

Lack of policy on
antibiotic use that
complies with WHO
guidelines.

More transparency
on sustainable
sourcing beyond key
commodities.

More transparency
and proof points
on how external
collaborations
further their Nature
goals and targets.
Improve
commitments on
antibiotic use.

2022

-Some public
indication that
internal focus has
now expanded to
other commodities
beyond key ones
to meet 2030

zero deforestation
goal, (though little
reporting on the
progress for these
yet).

Public disclosure
on biodiversity
specifically
including an
indication that they
are in the process
of developing a
framework to guide
their efforts (with
TNFD).

Lack of policy on
antibiotic use that
complies with WHO
guidelines.

- Publicly committed to
Consumer Goods Forum'’s
Forest Positive Coalition
meaning they will report
on an agree set of KPIs
linked to forest. v

- Some indication of
increased efforts around
regenerative agriculture
but details are vague and
limited to anecdotal pilots.

Company C

Sector: Food

Products

Country: USA

=,

Biodiversity is part
of the environmental
strategy of the group
but not a distinct
topic.

The company has
established an action
plan in favour of
agro-forestry which
is adapted to regional
specificities.

The company has
set up a program
with ¢.2,000 wheat
farmers in Europe
with the specific

aim of protecting
biodiversity.

Better formalise

the biodiversity
strategy as a distinct
theme within the
environmental
strategy.

Public reporting
on specific KPIs

as they relate to
biodiversity and
the conservation
projects that have
been introduced at
the company.

Public disclosure
of KPIs that relate
to the Harmony
program including,
% of farmers
complying with the
program, # species
measured at farms.
Detailed definition
of the meaning

of “responsible
pesticide use” at the
company.

Over the

years we have
noticed positive
developments
with this company,
including the
ongoing expansion
of the biodiversity
preservation
program in the
wheat supply chain.

2023 saw an increased
focus from the company
on improving soil health
and rolling out regenerative
agriculture projects. Howe-
ver, we have yet to have
sufficient information from
the company to better
assess the quality of these
measures. We have asked
the company to develop
specific KPIs to be reported
on annually and designed
to help to measure the suc-
cess and progress of these
projects.
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Company D
Sector:
Consumer
Services

Country:
France

Starting Year:
2021

f

Company had a sus-
tainability strategy in
place including a zero
deforestation commit-
ment and a science
based target to align
with the 1.5°C scena-
rio - a very ambitious
goal for a restaurant
and catering company

Target to increase
plant based dishes by
33% by 2025,

Company still in early
days of developing a
comprehensive biodi-
versity strategy.

Achieve full transpa-
rency and mapping of
supply chain.

Develop a global bio-
diversity policy that
includes guidance
on how this is to be
translated at a local
level.

Top-down repor-

ting on biodiversity
(taking local progress
and KPIs and aggre-
gating it for inves-
tors).

Expand biodiversity
linked strategies to
beyond core com-
modities (i.e. soy and
seafood) and impact
drivers (food waste,
plastic packaging).

Collaborate with
industry peers to
address biodiversity
loss.

Company joined
Act4Nature a French
collaborative initiative
which led to their
outlining strategic
ambitions in line with
the 5 drivers of biodi-
versity loss.

Net Zero ambition has a
clear link to environmental
objectives (water, pollution,
deforestation) but no signi-
ficant public developments
on a biodiversity specific
policy.

No clear commitment to
SBTN or TNFD but they
have joined the SBTN
Corporate Engagement
program to help build sec-
tor specific elements to the
frameworks.

Efforts to translate their
objectives at a local level,
including regenerative
projects with groups such
as WWF, however, no clear
plans to scale them yet.

Positive evolution to map
supply chain - in particular
joining ecovadis supplier
engagement to unders-
tand where their impact is
and how to better guide
suppliers. They are monito-
ring 80 commodities that
together represent 85% of
climate impact (based on
volume).

Company E

Sector: Food
Retail

Country: UK

Starting Year:
2022

X

Company had a
sustainability strategy
in place including a
partial zero deforesta-
tion commitment and
a science based target
to align with the 1.5
degree scenario.

2025 100% defores-
tation free for mono-
gastric animal supply
chains and had signed
the Soy Manifesto in
the UK.

Sustainability policies
on key risk commo-
dities includiing soy,
palm oil, seafood.

Company still in early
days of developing a
comprehensive biodi-
versity strategy and
had yet to apply the
strategy to its supply
chain.

Having a centralised
biodiversity strategy
for the Group.

- Develop detailed
biodiversity
targets in relation
to biodiversity
including targets
at the supplier
level on key
biodiversity linked
subtopics such as
deforestation.

=» such as by setting
a compulsory target
for CDP disclosure
for their core supplier
base (large/direct
suppliers)

- Expanding the
multi-stakeholder
initiatives currently
underway, including
how these initiatives
are working to
drive tangible
improvements on
biodiversity. 46

- Having a deeper
measurement and
reporting action on
emerging risks for
new commodities.

- Company was
trialing innovations
to fast track
biodiversity
measurement tools
such as biodiversity
trackers at the farm
level.

In addition to climate, the
governance framework
now encompasses ele-
ments including biodi-
versity (+food waste,
sustainable agriculture,
biodiversity, healthy diets,
and packaging). This shows
a better understanding of
the company’s impacts that
are not reduced to climate.

The Corporate Responsi-
bility Committee received
deep dive presentations
during 2023, including

on biodiversity and more
specifically on responsible
farming and sustainable
agriculture, protect and
restore nature.

No evolution on the defo-
restation related angle to
their biodiversity strategy.

46. Such as for soy with the Responsible Commodities Facility project which finances low-interest rates loans for Brazilian soy farmers) to

other high-risk of deforestation commodities, and key geographies
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Next Steps

In two years, we have seen some noticeable
progress from companies, but thereis clearly alot
of work to do. Except for certain companies that
are particularly proactive and require no further
incentive to lead the pack on best practices,
we will continue most of our engagements.

clear risks related to key activities that drive
biodiversity loss, could be subject to increased
escalatory actions going forward. This will be
particularly true for companies where we find
they are making insufficient efforts to minimise,
and address identified risks.

Those under scrutiny from our policies due to

Case study 23: Engaging with BHP on Biodiversity

Context

Mining operations can pose serious threats to biodiversity, but mining is also an industry that
is essential not only for local economic livelihoods and infrastructure development for many
regions of the world, but also key to supplying essential metals and minerals needed for societal
growth and the energy transition. Projections suggest demand will continue to grow globally for
many metals and minerals and that operations will likely have to shift towards more dispersed
and biodiverse areas? with many biodiversity hotspots undergoing mining booms. To ensure a
license to operate and community/government consent for operations, mining companies have
a financial incentive to mitigate biodiversity losses across operations.

Amundihas been engaging on biodiversity since 2021 with BHP, a large-cap diversified Australian
multinational mining and metals company that mines copper, iron ore, nickel, metallurgical
coal, and potash. BHP was initially flagged for our biodiversity engagement due to its size,
global exposure to biodiversity sensitive regions and biodiversity related risks, as well as a past
serious controversy involving its Joint Venture Samarco, which was responsible for the 2015
dam collapse that resulted in 39 million cubic metres of mining waste being released into the
environment and communities.

At the start of our engagement in 2021, BHP already demonstrated best practices and a strong
ambition on biodiversity compared to mining peers underlined by strong Board oversight
and CEO engagement on the issue. Furthermore, they had made a public commitment to
application of the mitigation hierarchy and were developing a global biodiversity strategy
aligned to expected outcomes of the Global Biodiversity Framework.

However, BHP was still in the early days of translating this ambition to asset level with concrete
KPIs to back up this mitigation hierarchy commitment, including on relevant linked topics such
as water and pollution. Furthermore, like other sector peers evaluated, BHP had not yet publicly
mapped out its biodiversity impacts, dependencies, risks, and opportunities.

47. https://royalsocietypublishing.org/doi/10.1098/rspb.2018.1926
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Amundi Actions
Thus, to summarise, our key aims for the engagement in 2021 were as follows:

- Raise awareness of the growing importance of natural capital preservation with the aim to
accelerate corporate action by way of improved policies, practices, targets, and reporting in
line with industry best practices,

- Improve reporting and management of biodiversity related impacts, dependencies, and
associated risk and opportunities,

- Develop concrete KPIs on nature (ideally at the asset level) including on relevant topics such
as water and pollution.

Momentum and Outcomes

In 2022, after the first year of engagement, BHP launched short-term milestones pertaining to
their healthy environment goal, including context-based water targets, completing biodiversity
mapping for all land and water areas as well as establishing “nature positive” asset plans to
work towards their 2030 goal. In 2023, BHP went a step further by publishing some basic
reporting on their impacts and dependencies, the only mining company identified by Amundi
as doing so before the TNFD Framework. BHP also evolved in 2023 by publishing an overall
biodiversity strategy that connects its approach to the five drivers of biodiversity loss, which
was one of our key initial recommendations for companies back in 2021. BHP was an early
participant in the TNFD pilots, and nature-related disclosure is one of the central pillars of
their biodiversity strategy. While these may seem like small steps on the grand scale of actions
required to address biodiversity loss, these improvements were not yet done by peers, making
BHP a leader in sector best practice.

BHP has also been preparing the groundwork to go further on biodiversity at the mine-site
level with their natural capital accounting pilot at their Beenup Mineral Sands site in South-West
Australia, the first attempt to trial natural capital accounting within the mining industry. Natural
capital accounting*® is an emerging set of frameworks that aim to articulate the relationship
between business, society and the environment in a systematic way that aligns with conventional
accounting principles and reporting statements. BHP’s work at Beenup is a test case on a
previously closed and rehabilitated mine, with a relatively low level of land disturbance while
it was active. The pilot provides a great starting point for BHP to develop and test how to
integrate environmental and business reporting to make clear its impacts and dependencies on
the environment. Through baselining and tracking data on water quality, carbon stocks, land
disturbance, habitat fragmentation (in hectares) and flora and fauna populations, among other
relevant factors, BHP can help provide proof points for the actual impact of its remediation and
land management efforts.

Next Steps

We will continue to follow up with BHP annual on biodiversity to track their progress, and we
will close the engagement. Biodiversity is a highly complex topic and, while Rome was not built
in a day, we hope to see annual progress on the topic, including greater alignment with the
newly published TNFD framework and greater transparency at a site level pertaining to the KPIs
they are tracking to support evidence of their progress towards their no-net-loss aspiration.
We find their Beenup case study to be an exciting and positive step in the right direction
but hope to see this work expand and scale beyond a pilot to some of their more complex
operations, where impacts and dependencies are greater and positive impact may not be so
easily demonstrated. However, we are thrilled with their progress so far as they are a leader in
the sector on this subject.

48. There are currently multiple NCA frameworks but two major ones include the UN Statistical Commission’s System of Environmental and
Economic Accounting Framework and the Natural Capital Protocol from the Capital Coalition. While there is no framework yet for the mining
sector BHP sought to align with these existing standards

(< (> ()



90 Engagement Report 2023 Natural Capital Preservation

Case study 24: Engaging with the ENEL on Biodiversity Q

The utilities sector, along with mining & metals and paper & forest products, has primarily
direct impacts on biodiversity due to operations on owned or directly managed assets. Despite
renewable energy being praised as a climate-change solution, the increasing demand for
sources like solar, hydro, and wind, fundamental for the energy transition, can inadvertently
contribute to the degradation of ecosystems crucial for biodiversity protection. The potential
development of over 1,500 new power plants in the coming years adds to the concern, with
possible impact on vital ecological areas.*?

Furthermore, as demand for green energy grows, the development of these technologies will
inevitably heighten the demand for metals, often found in protected or wild areas, emphasising
the need for vigilant scrutiny across the entire value chain. It’s essential to recognise that
disturbing fragile ecosystems within the electric utilities sector can also lead to severe business
materiality risks, including the potential loss of license to operate, exposure to litigation, or
substantial reclamation costs and community opposition. This underscores the urgency for
utility companies to proactively address biodiversity risk as an integral part of their strategy,
not only for environmental stewardship reasons but to safeguard their short- and long-term
business viability and reputation.

Within this context, Amundi engaged with Enel, an Italian-based multinational producer and
distributor of electricity, and a company that Amundi’'s ESG engagement team has focused
on since 2021, recognising its strong position and ambition on biodiversity. The company had
already outlined its risk assessment process and identified biodiversity risks, published detailed
project guidelines for all stages of a project’s lifetime, extensive biodiversity project reporting
including impact on IUCN Red List species, and was following the mitigation hierarchy principle
for biodiversity impact. However, there were some key areas of the strategy still in need of
further fine-tuning.

Amundi Actions

In 2021, Amundi initiated its biodiversity engagement with ENEL, recognising the company’s
substantial 87 GW energy capacity, of which 50 GW in renewables, including a notable hydro
presence. ENEL's global scale, exposure to biodiversity-sensitive areas, and impactful operations
in hydroelectric power and electricity distribution were key selection criteria. Despite ENEL
already having an ad-hoc biodiversity policy, conducting analyses on biodiversity loss drivers
and specifying three measurement criteria, there was observed ambiguity in the monitoring
process. Moreover, there was a need for greater granularity in understanding and reporting
important biodiversity-related disclosures, such as opportunities, dependencies, baseline
scenario, and a more detailed guantification of the no-net-biodiversity-loss target by 2030.
Hence, the engagement remained ongoing in both 2022 and 2023.

Engagement Objectives
Overall, our key asks for the engagement were as follows:

1. Quantitative monitoring and disclosure of the company’s impact on all, or those most
relevant, drivers of biodiversity loss.

2.Further transparency concerning modelled risks and identified baseline scenario related to
biodiversity. More quantitative data is required.

3.Develop standardised and comprehensive identification of dependencies at all sites beyond
general awareness and pilots as certain assets.

4.Robust disclosure with reference to information on opportunities identified with relevant
business cases in place.

5.Principle of preservation is already in place, but quantitative targets needed to be set.

49. Rebbeio et al., 2020; Rebbein et al., 2020; Sonter et al., 2020
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Momentum and Outcomes

Over the three years of dialogue, Enel has demonstrated great progress in addressing risks
associated with natural capital, the need for enhanced transparency, and multi-stakeholder
activism. In October 2022, Enel actively supported the ‘Make it Mandatory’ campaign and was
among the early signatories of the COP15 Business Statement for Mandatory Assessment and
Disclosure®®, advocating for the obligatory assessment and reporting of biodiversity-related
risks, dependencies, and impacts by 2030, setting a progressive industry standard. The company
played a vital role in the WBCSD-led multi-stakeholder dialogue® focusing on the ‘Roadmap to
Nature Positive’ in the energy sector, published in 2023.

A core emphasis for Enel has been land use, recognised as a significant driver of biodiversity loss.
The company proactively mapped the presence of its power generation plants, encompassing
both thermal and renewable sources, in protected areas. As of 2022, this presence represented
2.4% of the total Enel-occupied area. Subsequently, Enel engaged in comprehensive habitat
classification, actively incorporating the second version of the TNFD beta framework, including
guidance on metrics.

By the end of 2023, Enel emerged as an industry leader in biodiversity risk management:

- Renewed biodiversity protection policy aligns with the Kunming-Montreal Global Biodiversity
Framework.*?

- Disclosure of main impact factors on nature, inspired by SBTN, forms the basis for mitigation
actions.

- Results from a materiality analysis of impact factors for various technologies, following SBTN,
TNFD, and ENCORE guidelines.

- Standardised and weighted identification of dependencies, with climate regulation and
freshwater use as critical, analysed for each technology and geographical area.

- Analysis of dependencies, disclosure of opportunities with relevant business cases, and
commitment to quantitative targets for emissions reduction, responsible freshwater use, waste
management, and no deforestation

- Disclosure of information on opportunities identified with relevant business cases in place.

- Principle of preservation accompanied by quantitative targets related to the reduction
of emissions (including SO,, NOx), freshwater withdrawal through responsible use of
water resources, waste generated through a structured management system, and no net
deforestation and no net biodiversity loss.

Next Steps

The engagement with ENEL has exemplified the importance of engaging with industry leaders
to assess the pace at which the industry can be effectively pushed for systemic change. Given
the company’s already advanced status and demonstrated adherence to most of our three-
year-long cycle of engagement recommendations, we intend to close the engagement on the
biodiversity theme, which may be re-opened in the future. However, since sustainability is not
a point of arrival but a progressive path that needs continued improved metrics and reporting
for credible and effective monitoring, we aim to see sustained momentum and yearly strides
going forward. This will involve focusing on disclosures in line with the recently published TNFD
framework. Greater transparency at the site level, outlining KPIs to support evidence of progress
toward the no-net-loss goal with a harmonised baseline scenario, is key. While we appreciate
the detailed structure of ENEL’s targets in their natural capital conservation plan, we await the
results of their advisory consultations with the Science Based Targets Network (SBTN). This
project similar to the Science Based Targets initiative (SBTi) for climate, aims to define specific
new improvement targets and objectives for nature and biodiversity conservation.

50. https:/www.businessfornature.org/copl5-business-statement#:~:text=Mandatory%20assessment%20and%20disclosure%20will,the%20
transformation%200f%200ur%20economies.

51. WBCSD The World Business Council for Sustainable Development (WBCSD) is a CEO-led organisation of over 225 international companies.
52. https:/www.cbd.int/gbf
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Ocean Acidification Close to being Transgressed

Ocean acidification refers to the reduction of the pH of the ocean over an extended period,
primarily caused by an increase of CO, in the atmosphere. The ocean absorbs 30% of the
CO, released into the atmosphere and as it is absorbed, a chemical reaction occurs, resulting
in an increasingly acidic ocean, which hinders the ability of the sea to create structures such
as coral reefs and shells, potentially impacting the entire ocean ecosystem and food system.
Anthropogenic ocean acidification currently lies at the margin of the safe operating space, and
the trend is worsening as anthropogenic CO, emissions continue to rise.

While ocean acidification is predominately a side effect of climate change, ocean protection
as an issue crosses many planetary boundaries, including not only ocean acidification, but also
biosphere integrity, novel entities and biogeochemical flows. However, oceans themselves are
rarely at the forefront of conversations around climate change and biodiversity loss, due to
the indirect nature of many corporate activities that impact oceans, such as plastic pollution,
chemical pollution and ocean acidification, among others. Thus, we engage on ocean protection
not only to address these indirect impacts but to also highlight the material risks we face if
ocean protection is not sufficiently prioritised.

B. Engaging on Ocean Protection

The ocean is essential to life on Earth but faces
significant threats due to human activities.®
Climate change, pollution, overfishing, and
destruction of marine habitats are putting the
health of our oceans at risk. Unfortunately,
SDG 14 (Life Below Water) [is one of the two]
least prioritised of all 17 SDGs by businesses
worldwide >

The OECD has estimated that the ocean
contributes USD 1.5 trillion to the global economy
annually,®® and WWF has estimated that the
ocean has a total net asset value of roughly USD
24 trillion.*® While these are simply estimates,
the evidence is clear that many jobs, sectors
and global economies are highly dependent
on the oceans, including fishing, tourism, and
shipping. Coral reefs alone have been calculated
to generate USD $36 billion per year for the
global tourism industry® and yet 50% of the

53. https:

world’s coral reefs have already disappeared.®®
Furthermore, in the United States alone, 45% of
the nation’s GDP and over 3 million jobs (1in 45)
are directly dependent on the resources of the
oceans and great lakes.>?

Ocean protection also presents a real
opportunity to address the challenges of
climate change. It is no secret that achieving
1.5°C pathway is inherently challenging based
on economics, technological limitations, and
global sentiments. But, according to a study
commissioned by the High Level Panel for a
Sustainable Ocean Economy, it is estimated that
ocean-based climate solutions could reduce
global GHG emissions by up to 4 billion tons of
CO.e annually by 2030, and up to 11 billion by
2050. This is roughly equivalent to the emissions
of all coal-fired power plants globally.

home.kpmg/cn/en/home/news-media/press-releases/2020/12/the-time-has-come-survey-of-sustainability-reporting.ntml

54. http://www.fonda https://oceanpanel.org/wp-content/uploads/2022/06/full-report-ocean-solutions-eng.pdftiondelamer.org/referentiel-

Oocean/

55. https:/www.oecd.org/ocean/topics/ocean-economy/#:~text=The%20estimates%20suggested%20the%20value,USD%203%20trillion%20

in%202030.

56. https:/www.worldwildlife.org/pages/blue-finance#:~:text=The%200cean%200r%20%22blue%22%20economy,US%242.5%20trillion%20

a%20vear.

57. https://www.oecd.org/environment/resources/biodiversity/G7-report-Biodiversity-Finance-and-the-Economic-and-Business-Case-for-

Action.pdf

58. https:/wwwwwf.mg/?244950/0Ocean-wealth-valued-at-US24-trillion-but-declining-fast

59. https://oceanservice.noaa.gov/facts/oceaneconomy.html#:~:text=Fourteen%20percent%200f%20U.S.%20counties,the%200ceans%20

and%20Great%20Lakes
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Amundi Actions

For the reasons above, Amundi launched an
engagement campaign in 2021, focusing on
raising awareness for ocean impacts in sectors
that both directly and indirectly impact oceans.
In 2023, we grew our engagement pool to 41
companies. This number includes companies

Issuer Evolution

Highlights from some of our past engagements
canbeseeninthetable below. Overall, awareness
around ocean protection is growing rapidly, with
greater stakeholder mobilisation in advance of
the UN’s 2025 Ocean Conference.?® However,
substantial work still needs to be done to get that
understanding converted into concrete actions.
Companies that are directly exposed to oceans

Fishing & Assessment at start

of engagement
- Good control and

monitoring of waste
and pollution risks.

Aquaculture
Company A

Sector: Fishing

& Aquaculture target.

- Transparency
significantly better
for domestic
operations than
overseas.

Country:
Norway

Starting Year:
2021

Y

-More stringent
domestic processes
and targets than
other regions.

escapes.

Recommendations

- Bringing forward,/ improving
ambition around the zero
waste to landfill by 2025

- Disclosure of % of water
discharged vs % water
recirculated at facilities.

- Introduction of a time-bound
target for achieving zero fish

flagged in our biodiversity policy for serious
controversies in the extractives sector (often
related directly or indirectly to oceans) as well
as deep-sea mining.

are far more aware of the impacts, and we see
some companies making great progress, such
as one Thai-based seafood company (page 97).
However, for many companies, ocean action has
not gone much farther than a simple mention
of oceans in public reporting, demonstrating
the continued need to raise awareness and
accelerate action.

Recommendations
going forward

- We aim to follow
up on ensuring they
achieve their waste to
landfill by 2025 target
despite setbacks on
processing in the US.

Company Evolution
in 2023

- Overall, performance
is probably flat to
decline.

- Slight setback in
reaching the current
planned zero waste to
landfill by 2025 target
as the company lost a
key waste processor/
landfill diverter in the
US and has struggled
to find a replacement.
Company is
addressing this.

- Encourage them to
alter antibiotics policy
to cut out all use of
all critically important
antibiotics as stated
by the WHO.

- Encourage disclosure
on Water discharges/
recirculation as well
as time-bound target
to achieve zero fish
escapes.

-Company targets
zero fish escapes, but
they still occur (on
small scale)

- The company is at
the start of its work
on sustainability, and
in particular, oceans.

Company B
suppliers traced.
Sector: Fishing
& Aqguaculture

- Lack of supply chain

Country: transparency.

Japan

-KPIs on the % of Tier 2 and 3

- Expansion of the number
and frequency of quality
assurance audits of suppliers.

- The company has not responded to four
requests for engagement throughout 2023.
Amundi will consider escalation processes
during the course of 2024.

- Time-bound targets for

increasing the % of ASC/MSC

Starting Year:
2021

certified volumes.

- Introduction of a grievance

mechanism for the supply

chain.

Y

- Publication of a strategy

for reducing the use of
WHO-designated Critically
Important Antimicrobials.

- Target for the % of recycled
materials used in products.

- Strategy to monitor the
prevalence of microplastics/
plastic contaminants in fish.

60. https://sdgs.un.org/conferences/ocean2025
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Assessment at start
of engagement

Fishing &

Aquaculture

Recommendations

Company Evolution
in 2023

Recommendations
going forward

The company has -
conducted very little
work so far on the
biodiversity footprint
of the feed basket.

Company C

Sector: Fishing
& Aquaculture

Country:
Norway

Starting Year:
2022

Y

KPIs on the % of Tier 2 and 3
suppliers that are traced. this company, via

FAIRR, continued in
2023. The company
remained willing to

engage.

Expansion of the number and
frequency of quality assur-
ance audits of suppliers.

Time bound targets for
increasing the % of ASC/MSC
certified volumes.

- A slight improvement
but overall generally
flat performance

Introduction of a grievance since last year.

mechanism for the supply

chain. - The company is still

yvet to provide a clear
strategy for reducing
the biodiversity
footprint of the feed
basket.

Publication of a strategy for
reducing the use of WHO
designated Critically Impor-
tant Antimicrobials.

Target for the % of recycled
materials used in products.

Strategy to monitor the
prevalence of microplastics/
plastic contaminants in fish.

Publicly disclose absolute
volumes of FMFO sourced
through feed, the breakdown
of FMFO sourced from whole
fish, and by-products and
R&D spend and projects
related to novel feed ingredi-
ents, including work on blue
mussels and sugar kelp.

Greater disclosure of how
current investments and use
of alternative feed ingredi-
ents are expected to replace
FMFO usage.

Conduct and disclose a for-
ward-looking risk assessment
examining how marine and
soy ingredient sources could
constrain production and in-
crease exposure to ESG risks,
including climate risk.

Disclose strategies to in-
crease the use of trimmings
and processing waste, as
informed by the risk assess-
ment.

Strategies to increase the use
of alternative feed ingredi-
ents (e.g. algae, insects, sin-
gle-cell proteins, high ome-
ga-3 oilseeds), as informed
by the risk assessment.

Target to increase the use
of alternative feed ingredi-
ents, as informed by the risk
assessment.

- Our engagement with

- New targets set
including: achieving
100% deforestation-
free SPC value chains
and monitoring,
verification and
evaluation system
for traceability
and surveillance
monitoring.

- Disclose a high-level

risk assessment on
feed.

- Disclose targets
on novel feed
ingredients.

- Disclose FFDR
calculations.
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Energy &

Industrials

Assessment at start of

engagement

Recommendations

Company Evolution

in 2023

Recommendations
going forward

Company D

Sector: Oil &
Gas

Country: UK

Starting Year:
2021

-

AP Moller -
Maersk

Starting Year:
2022

A

- Company had started
to expand work on
biodiversity with a goal
to have net positive
impact on biodiversity
for new projects but
oceans were not
explicitly considered in
their public reporting/
strategy though offshore
activities were under the
scope of the strategy.

Mitigation hierarchy
used for impact
assessments and in
process of developing
methodology to
measure biodiversity at
sites.

No clear KPIs reported
around ocean-linked
impacts such as

Sox, NOx emissions,
sound, noise, light,

spills (and associated
environmental impacts).

Lack of clarity on impact
assessments conducted
at existing projects.

AP Moller - Maersk has a
very good strategy NOx
and SOx strategy.

Company reports on

containers lost at sea
strives to address the
root causes of these

losses.

Company also reports
on hydrocarbon spills
on a yearly basis and is
working towards setting
targets.

AP Moller Maersk
discloses its progress
towards the installation
of Ballast Water
Treatment Systems to
avoid the spread of
invasive species on its
vessels.

However the company
was contemplating
starting deep sea
mining, which is a threat
to the marine ecosystem
- though no official
permits were issued.

-Include oceans
within public
biodiversity
strategies and
policies.

- Report on ocean
KPls relevant to
sector including
Sox, NOX,
wastewater (BOD?3),
sound, light.

- Publish biodiversity
measurement
methodology once
it is finalised.

- Publish their stance
on Arctic Routes.

- Report on all
sorts of spills (e.g.
chemicals).

- Stop contemplating
deep-sea mining.
Amundi sent a
voting alert on this
issue before the
company’s AGM
(March 2023) and
voted Against
the discharge
of directors and
the re-election of
relevant directors.

- No details on the net
positive methodology
have been published
in 2023 (same as
2022) but company
publicly reports its
been integrated into
“several” new projects.

TNFD working group
pilots in 2022 for ocean
activities including
offshore wind, oil, and
gas but no new details
in 2023.

Public indication of
participation in WEF
Ocean 100 (mentioned
in previous year) to
support blue carbon
opportunities but no
specific developments
related to their ocean
strategy.

Trialing new digital
technologies to
monitor biodiversity
but unclear if it is
trialed for ocean
impacts as well as land.

- Sox, Nox are reported
but not sound BOD3,
light and noise.

In May 2023 AP Moller.
Maersk dropped deep
sea mining.

Improved
methodologies to
measure air emissions.

Engaged with various
groups to better refine
their understanding of
negative and positive
impacts on nature with
a public aspiration to
align with science-
based targets once a
universal standard is
better defined.

- More clarity and
transparency
about the Net
Positive Impact
Methodology and
the company’s
roadmap for
implementation
across assets.

-Include oceans
within public
biodiversity
strategies and
policies.

- More details and
reporting on ocean
impacts (BOD3,
sound, light).

No updates on their
stance around Arctic
routes.

Further refine
biodiversity strategy
to report on impacts/
dependencies
including ocean
specific impacts.

Expand perimeter
of spill reporting to
include chemical
releases.
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Energy &

Industrials

Assessment at start
of engagement

Company Evolution in

Recommendations 2023

Recommendations
going forward

Company E

Sector:
Shipping

Country:
Taiwan

Starting Year:

- Company had good
a strategy for the
reduction of NOx and
Sox emissions based
on the IMO and aims
to reduce air pollution
with the installation
of Sox scrubbers
and increased

- Report on all
hydrocarbon spills
in a quantitative
way that allows
for year-on-year
comparison of
performance.

Year 1 of the engagement
- no evolution identified
so recommendations
remain the same.

=» as we believed
that the company’s

Report on all
hydrocarbon spills in a
quantitative way that
allows for year-on-
year comparison of
performance.

=» as we believed

that the company’s
strategy to avoid spills

A0S consumption of low- strategy to was not efficient or
Grear 1 -no sulphur fuels. avoid spills was ambitious enough, we
evolution) - Clear strategy to not efficient or recommend the use
minimise the use of ambitious enough of advanced ship main
hazardous materials. we recommend the engines and a vessel
- Pledge not to use use of advanced fleet replacement
Arctic Shipping ship main engines program.
Routes. and a vessel fleet
: replacement :
- Installation of Ballast - Report on containers
program.
Water Treatment lost at sea.
Systems to avoid the -Report on
spread of invasive containers lost at .
species on all vessels. sea. As engagement is o_nly
i in its first year we will
- Whale conservation not escalate at this
programs. time.
- Participation in
the Ship Recycling
Transparency
Initiative.
Company F Company uses Develop an ocean In 2022 the company Increased evidence
controversial riverine strategy within the confirmed that they around stakeholder
Sector: tailings storage overall biodiversity had a lot of work being verification of their
Mining & disposal method due strategy to account conducted on tocean claims concerning
Metals to the fact that the for ocean-based impacts and the mine was ocean preservation

Country: USA

Starting Year:
2022

N

mine is in an area with
high seismic activity
and other options are
not safe and viable
possibilities.

Company has robust
reporting on their
monitoring of actual
and potential impacts
of their tailings disposal
method for land-based
impacts but nothing on
ocean impacts where
the tailings waste
ultimately ends up.

Due to this tailings
method disposal
company was flagged
in our biodiversity
policy, though
engagements had
started the year
previous.

in an area with some of
the most sedimentation
it the world, meaning
impact from tailings
sedimentation is limited.

impacts.

Company also maintained
that they go above
government minimum
standards on how much
sedimentation is allowed
in their disposals to
maximise environmental
protection.

=» this was still not public
and we requested it.

In 2023, the company
public wrote about how
they are remediating and
managing ocean impacts,
including the fact that
studies have showed only
slightly higher amounts
of sedimentation than
normal and that impacts
were reversible.

claims such as KPls
and NGO/third-party
account.
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Next Steps

Going forward, Amundi will continue its work on
oceans by focusing both on the specific topic
in sectors that have a strong impact on ocean
health, but also through key drivers of ocean
degradation such as plastic, pollution, and other
activities that negatively impact the oceans, such
as those flagged via controversy monitoring
or in our biodiversity policy. Furthermore, we
will continue to find opportunities to leverage

our ocean engagements within the context
of our green-bond and blue-bond activities.
An example of this can be seen on page 342.
Overall, while we see evidence that corporates
are increasingly aware of the importance of
ocean preservation, companies have a long way
to go to translate that into meaningful action.
Going forward, within the context of our overall
biodiversity policy, we will aim to do just that.

Case study 25: Engaging on Oceans with an Asian Seafood
Company

Context

The year 2023 was our second year of engagement with a seafood company based in Southeast
Asia. The company is highly exposed to ocean-related risks because of their involvement in
seafood production, typically more environmentally invasive as well as also being subject to
operational challenges when biodiversity and environmental impacts affect the quality and
guantity of seafood that can be provided.

Added to this, the company does not own any fishing vessels, instead they outsource these
vessels, which makes the company more vulnerable to supply chain risks, both in terms of
operational flexibility, and risks of labour issues; the fishing vessel segment is notoriously high-
risk from a labour perspective. The geographic exposure of the company makes for additional
risks, as regulation and monitoring requirements are typically weaker here and for this industry.

We initially engaged with the company in 2022 because of the upcoming launch of a new
sustainability strategy called Sea Change 2030. The company is now officially rolling out this
strategy, which prioritises two key areas; @ Life above the water, ensuring that workers are
well protected and raw materials correctly sourced; and @ Life below water, meaning the
management of fisheries. The latter is the aspect of the sustainability policy we are most
focused on for our Oceans work.

Amundi Actions

The company is taking significant steps on sustainability, recently pledging to reinvest their
entire 2022 net profit (worth USD 200m) into the sustainability strategy. We note, however,
that the company is still only at the start of implementing this new strategy, and that much
work lies ahead if the numerous and ambitious 2030 targets are to be truly met. As a result, we
followed up with the company for a second time this year, specifically asking for more KPIs and
improved reporting and monitoring across a number of topics. We believe these follow-ups are
necessary to ensure that headline pledges translate into material action.

Engagement Objectives
Key objectives for our engagement were as follows:
1. KPIs on the occurrence of lost gear/nets at sea,

2.Data on the number of non-targeted species found in by-catch, and a dedicated action plan
to reduce this,

3.Risk assessments and regular monitoring of current sites that are located in protected areas
4.KPls that can be used to measure the success of ecosystem restoration projects.
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O

Engagement Outcomes and Issuer Momentum

The company has implemented many impressive pledges and processes since our previous
engagementdiscussion. Regarding by-catch, the company has now conducted a full independent
audit of all, which resulted in several suggested best practices from the third party that the
company is now implementing.

In terms of ecosystem restoration and protected areas, the company has confirmed that now
only three sites globally are operating in protected areas, and that these are subject to extra
monitoring and environmental risk assessments. Furthermore, no new sites planned for the
company’s supply chain will be located in protected areas.

The company agreed with us that more KPIs on the occurrence of lost gear/nets at sea are
important. The company shared their belief that this is an industry-wide challenge, which needs
more concrete action to be taken, beyond the education programs for local workers that have
been run on the topic to date.

Next Steps

The company has some of the most advanced sustainability pledges that we have seen from
any seafood or aquaculture company, which is all the more remarkable given the geography
in which the company operates. Nevertheless, we want to ensure that the company continues
to translate this ambition into action. As a result, we will close this engagement and open a
new one focusing on more specific sub-topics. These include their progress around ghost gear
and further improvements to their reporting standards concerning their ecosystem protection
projects. Other important issues to follow up on include their feed policy and progress on
certification and antibiotic usage.
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Freshwater change

This boundary relates to modifications to the earth’s freshwater systems and water cycle. It is
divided into two groups: blue water (surface and ground water) and green water (root zone
soil moisture or plant-available water). Green water directly accounts for hydrological water
cycles, while blue water is more focused on aquatic ecosystem integrity. Transgressions of
these two water boundaries occurred over a century ago and there continue to be substantial

transgressions of this boundary.

This boundary leads to risks around freshwater availability and declining water tables. These
risks are compounded by physical risks linked to surpassing other planetary boundaries such
as climate change and a loss of biodiversity integrity.

C. Engaging on Water

Context

Water underpins the survival of all living things
on this planet. However, the supply of unpolluted
freshwater is increasingly scarce. Globally,
demand for water has doubled since 1960, due
to increased water demand from population
growth, urbanisation, and industries including
agriculture, livestock, and manufacturing. The
annual economic value of fresh water has been
estimated at approximately USD 58 trillion,
which is roughly equivalent to 50% of global
GDPf However, poor investment into water
infrastructure, unsustainable water use and
increased variability in precipitation patterns
due to climate change and biodiversity loss are
adversely impacting the supply of freshwater
available to meet growing needs.®? According to
the UN, global freshwater demand will exceed
supply by 40% by 2030 based on current
trajectories.®®* Furthermore, Goal 6 of the UN
SDGs®* (Clean Water and Sanitation), which is
focused on promoting access to clean water
and sanitation for all, requires a fourfold increase
in progress is required if it is to be reached by
2030, according to the WHO.5°

This translates into direct risks for corporates.
Companies from all sectors require water as
part of their production and processing stages.

For corporates operating in areas of high-water
risk, water shortages can lead to disruptions
in operations, higher costs of production,
conflicts with local communities, and fines or
work stoppages imposed by authorities, which
ultimately increase costs for corporates. These
risks are not merely theoretical. Many regions
are already facing severe water stress issues, and
are forcing changes to corporate water usage
that will have costs for companies if they are not
prepared. For example, the Chilean government
mandated in 2022 that mining companies
should cut their freshwater use to 10% of their
total water use by 2030 and 5% by 2040.%¢ Also,
in Mexico that same year, the president called
for an end to beverage production growth in the
drought-stricken north, encouraging companies
to move their production to the southern part of
the country.®’

To address these hurdles and mitigate the
associated financial costs, companies can begin
to more proactively address the risk. According
to CDP, water risks to business might be up
to five times greater than the cost to these
companies of investing now to prevent them.

61. https:/www.worldwildlife.org/press-releases/water-crisis-threatens-58-trillion-in-economic-value-food-security-and-

sustainability#:~:text=By%202050%2C%20around%2046%25%200f,investment%20in%20sustainable%20water%20infrastructure

62. https:/www.wri.org/insights/highest-water-stressed-countries

63. https:/www.weforum.org/agenda/2023/03/global-freshwater-demand-will-exceed-supply-40-by-2030-experts-warn,

64. Sustainable Development Goals

65. https:/www.unwater.org/sites/default/files/app/uploads/2021/12/SDG-6-Summary-Progress-Update-2021 Version-July-2021a.pdf

66. https:/www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/chilean-lithium-miners-to-use-desalinated-water-

to-quell-water-use-concerns-73789017

67. https:/www.thedrinksbusiness.com/2022/08/mexican-president-calls-for-ending-beer-production
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At Amundi, we view companies to be at the heart
of both the challenge and the solution to water
management. Companies have the potential to
act now on water to limit the regulatory, financial,

Amundi Actions

In our first year of the engagement campaign
(2022), we engaged sectors exposed to water
and water scarcity risks, focusing, in particular,
on food & beverage, among others. In 2023, we
re-engaged all these sectors (engaging over 130
companies on water in 2023) but also added a
specific focus on fashion and mining, moving
beyond adhoc engagement toa more systematic
strategy with industry specific best practice

or operational risks they may face. In doing
this, companies may even be able to improve
management of entire watersheds, benefiting
ecosystems and society.

recommendations for companies identified
as particularly exposed. The motivation for
this was to take the opportunity of discussing
water use to also capture issues related to water
pollution. The textile industry is responsible for
an estimated 20% of global water pollution,
and this is a critical topic for all sectors when
exploring water stewardship and the supply of
unpolluted freshwater.

Table 4: Sector Selection and Associated Water Risks

Macro sector Sector

Food - Food Products -

Water Related Risks

Physical climate risks (droughts, floods, storms) affecting agricultural

productivity and crop yields.

- Increased regulation of agricultural processes to prevent run-off and

pollution.

Beverages - Brewers -

Lower crop yields resulting from water scarcity restricting the

upstream supply chain.

- Increased regulation of water use in times of drought, affecting
production capacity.

- Reputational risks and poor community relations due to conflicting
demands for freshwater supply.

Semi- -
conductors

Technology -

Operational risks of scarcity given significantly high water usage.
- Regulation relating to water discharge and pollution.

Energy & Extractives - Utilities -
- Mining & Metals

Business continuity risks if there is insufficient water supply for
operations.

- Risks to license to operate if there is community unrest due to
freshwater use/contamination by mine operations.

Fashion -

Risks to supply and operations; 13 clusters of apparel manufacturing
globally are projected to face extreme water scarcity by 2050
(including Spain, India, Morocco, Pakistan, India and China).

Textiles/Fashion -

- Indirect risks relating to water quality, including ecosystem
destabilisation, health issues impacting water productivity, increased
operating costs of water treatment and regulatory/reputational risks.

For a long time, Amundi has engaged with
corporates on water-related issues, but in 2022
we formally launched our water stewardship
theme, engaging a range of companies from
different geographies and sectors. We have
selected sectors which we believe are among
the most exposed to water from an operational,
reputational and regulatory standpoint. Our
inclusion of the fashion and mining sectors in
our second year of the campaign, 2023, reflects
the importance of incorporating additional risks,
particularly those related to water pollution.

Furthermore, with the implementation of
our biodiversity policy in 2023, additional
companies are systematically engaged on water
management. Issuers with activities that have a
critical impact on water resources and present
insufficient risk management are systematically
identified. The companies identified are
engaged, on top of systematic impact on their
ESG rating. The identification process is based
on a multifaceted research approach which
involves several key components. We use
CDP research and notably the assessment of
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activities made by the organisation in terms of
their potential impact on water resources - both
in terms of water quantity and water quality. This
aims to assess the relative impact of different
industrial activities from companies’ direct
operations, supply chain and product use on
the world’s water resources. We also scrutinise
water related controversies with the assistance
of data providers specialising in controversy
data. Then, building on our biodiversity policy
commitments, we have also begun to exert
more engagement pressure on companies in
sectors flagged for critical risks linked to water
that do not demonstrate sound management of
these risks.

In addition to systematic identification, the
analysts lead  water-stewardship  related
engagement with each of the companies they
consider worth raising the issue to. We engaged
131 companies on water in 2023.

Engagement Objectives
In regards, to our dedicated water-engagement
strategy. The aim of the engagement is to:

1. Raise awareness and encourage ambition
around water stewardship.

2.Incite action to tackle water scarcity and
pollution challenges across sectors and
geographies.

Graph 17: Amundi Asset Management’s water engagement campaign approach

WATER STEWARDSHIP

WATER SCARCITY

WATER POLLUTION

RISK
ASSESSMENTS

THIRD-PARTY
COLLABORATIONS

KPIS/
DISCLOSURE

TARGETS

Shareholder
and peer to

Annual
reductions in
water use

WRI Aqueduct,
WWF World
Water Risk Filter

CDP Water
Framework
projects

Source: Amundi Asset Management

Momentum & Outcomes

GOVERNANCE

peer watershed

DISCHARGE
STANDARDS

HAZARDOUS
CHEMICALS

INFRASTRUCTURE

Board
discussions,
remuneration
considerations

Standards
beyond legal
requirements

Evolving
regulatory
considerations

The momentum of selected companies from the engagement can be seen in the table below.

Table 5: Sample Companies in Year 2 of engagement

Assessment at start of
campaign

Macro

Sector tions

- Strong water
stewardship policies
related to internal
operations, but
supply chain water
and environmental
management is
underprioritised.

Company A

Sector: Food
Products

Country: USA

-

- Water is an important
part of the sustainability
strategy, but not
sufficiently integrated
into thinking on other
key issues, such as
climate and biodiversity
risks.

- More efforts could be
made on water pollution.

- Increased

- Time-bound,
guantitative targets
for watershed
management.

- Introduce KPIs and
targets for water
replenishment.

- Annual submission
to CDP Water.

collaboration on
water stewardship
with third parties.

Additional
recommendations
going forward

Past Recommenda-

Status in 2023

- Introduce
quantitative goals
for watershed
management in the
next Global Impact
report.

- Action plan/
disclosure of how
to implement
shorter run times on
sanitation to limit
water use.

- Company performance
remains strong vs
the sector, despite
seeing only limited
water stewardship
developments over the
past 12 months.

- Company working
to integrate water
stewardship with
other priorities such as
GHGs.

-2023 CDP Water
Framework submitted.
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Company B - Clear understanding
of water risks,
Sector: including how these
Beverages affect broader
societal needs, and
Country: UK the role that can be

played in addressing
this.

One third of company
volume is produced in
water-stressed areas.

-

Current policy
does not prioritise
water pollution as a
consideration.

- Inclusion of KPIs/
ambition/targets
around capex/R&D
dedicated to
improving water
scarcity.

- Information about
water discharge
from sites, where it
is discharged to and
what standards the
discharged water is
required to meet.

- Further consideration
of the true cost of
water/internal water
pricing.

- Action plan for the
digitalisation and
further monitoring of
water across all sites.

- Company provides
KPls for water
discharge each year,
by geography.

- Company still
considering options
for using an internal
price for water.

- Company reports that
it is monitoring its
packaging portfolio
for any risks related to
PFAS regulation.

- More information
about the treatments
carried out when
water is discharged,
in order to meet
standards and
ensure water is
not discharged
at extremely high
temperatures from
facilities.

- Future coverage of
how the company
might manage
any risks resulting
from PFAS-related
regulation.

Company C - Overall the company

has a strong approach
Sector: Semi- to water stewardship.
conductor

- The nature of the
sector and business
model means that
water management
has to be a top
priority for the
company.

Country: USA

=

Introduction of new
targets related to
water management to
combat risks around
increasing total water
use and decreases in
water conservation on
a year on year basis.

- Action plan for
reducing total volume
of water used (water
concentration on
a per chip basis
is declining), for
example circular
water practices such
as water reuse for
cooling processes.

Company
acknowledged
increased attention
to water risks from
investors and other
stakeholders.

- Company committed
to increasing
disclosures on the
relevance of water
risks to its business
in the next Annual
Report.

A more robust
explanation on

why water risks,
particularly
disruption to water
access, are lower for
the company is very
much warranted.

Company D -Some reporting on
water activities but
Sector: primarily anecdotal.
Mining & - Expressed
Metals commitment to
. increase recycling and
lCrI]?;iJ;try. reuse of water but no

specific target.

Starting Year:

- Report with CDP.
Water.

-Improve perimeter
of water reporting,
including asset level
data.

- Set water targets to
increase recycling
and reuse rates.

Company Reported
to CDP Water in 2022
(post engagement and

in 2023) with asset-level

reporting of water.

Company has a water
target for intensity by

2030 but it is global and

- Set more ambitious
water target for
global operations.

- Site-level water
targets.

2022 Do not report with CDP not site level. We also
water. question the level of
f ambition of the target
Company E Company did not - Report with CDP Company was open -Same as initial
report with CDP water Water to reporting with CDP recommendations
Sectpr: but did_ report with - Begin collecting vvat_er and potentially but we encouraged
Fashion CDP climate water data in supply setting a water target the company to
chain but they hadn’t seen it become more
Country: . as a priority yet as the proactive on water
China No reporting on water - Set Water targets for HK stock exchange had by starting to collect

consumption in supply
chain (Tier 1 or core
suppliers)

Starting Year:
2023

-

No water targets

the supply chain

yet to require it.

data from at least
their core suppliers
so that they could
slowly build up the
data and capacities
to eventually set
targets
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The worrying finding from our engagement
campaign is that the scale and severity of water
scarcity risks are still insufficiently covered by
business resilience planning or sustainability
strategies. In particular, water pollution is an
overlooked issue across a majority of sectors,
and often associated with very poor disclosure.

The end goal of this campaign is for companies
to have time-bound, quantitative targets to
reduce water use in their operations and to

submit annually to the CDP Water Framework.
For lagging companies in the engagement pool,
we shall continue to engage the companies and
demand better performance.

However, some sectors - technology, beverages
and mining - are making headway, and can
demonstrate examples of “best practices”
related to target setting and publication of
specific and relevant KPlIs.

Next Steps and Amundi Engagement Outlook

In the case of these sectors, we will be pushing
for better integration of water stewardship risks
with the achievement of other important goals
such as climate change and biodiversity. Looking
beyond company’s own operations, we will also
strive to encourage all corporates to engage
with other stakeholders in broader watershed
management projects to the benefit of society
and ecosystems. Finally, across all sectors and
companies we hope for water pollution risks to
be better addressed in the long run via more
water discharge KPIs and standards.

In 2024, we will continue to proactively engage
on the issue of water via the collaborative
engagement campaign, the Valuing Water
Finance initiative (see below), in order to
expand the scope of impact we can have on this
important topic.
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Case study 26: Valuing Water Finance Initiative

Context

The Valuing Water Finance Initiative (VWFI) was launched by Ceres in 2022 and is the first
investor group of its kind. It seeks to engage 72 companies that have high water footprints from
a range of sectors to drive wide-scale improvements in water-system management.

The ultimate long-term vision from Ceres is that this program will help companies towards their
vision statement that:

“Companies will recognise fresh water as the world’s most precious natural resource, essential
to whole industries and all communities and ecosystems. By sustainably managing water use,
eliminating point and nonpoint pollution, taking collective action, adopting good governance
practices, and supporting the human right to water, companies will achieve sustainable water
management.” CERES 2023

Amundiis pleased to play a role in this investor-led effort for change, with involvement beginning
in 2023 as co-lead for an engagement on water stewardship with an American multinational
fast food company through the Valuing Water Finance Initiative. Given the company’s extensive
and complex supply chain, we have been keen to begin collaborative discussions with the
company on how they can expand and improve on their current water stewardship policies and
practices, which are predominantly quite operations-focused rather than supply-chain-focused
at present.

Amundi Actions
Amundi co-led an initial conversation with the company in autumn 2023, after extensive
research.

Key objectives for our engagement were as follows:

1. Develop supply chain level targets that leverage the learnings from the company’s biennial
water risk assessment.

2.Set time-bound, science or contextual targets, and/or policies to address impacts on water
quality from point and nonpoint sources across the value chain.

3.Demonstrate recognition of the human right to water in corporate policies via clear action
on WASH, for example.

Engagement Outcomes and Issuer Momentum

The company already has some positive policies in place relating to water stewardship. For
example, this year for the first time, the company included chicken, beef, dairy and packaging
suppliers in its water-risk assessment, identifying some high-risk locations along the supply
chain. They have also set water-reduction targets for withdrawals and consumption in direct
operations.

However, we need to see the company expand beyond these baseline targets and implement
a more constructive action plan. For example, we would like to see time-bound, quantifiable
and context-based targets for water that relate to the entire supply chain, not just operations,
based on the findings from current risk assessments.

Next Steps

This was our first year engaging with the company, and while the company was very open
and receptive to our feedback, they admitted that conflicting demands and pressures make
addressing such issues a challenge at this time. We look forward to understanding what, if any,
developments are made when we follow up with the company over the coming 12 months.
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Land system change

Land system change is a planetary boundary of particularly high importance as the conservation
of natural lands plays an essential role in ensuring that the Earth remains within safe operating
bounds of more than one boundary due to its overlaps with climate change and biosphere
integrity. According to scientists, we must retain 85% of tropical and boreal forests and 50% of
temperate forests (total intact forest compared to total area of natural vegetation) to remain
within this safe boundary. Falling below these thresholds puts society at risk due to the key
services that forests provide, such as CO, absorption, hydrological cycle maintenance, erosion
prevention and biodiversity maintenance, among other key services. According to research,
we have far exceeded this boundary already, with more than 420 million hectares of forests
disappearing in the last three decades - an area larger than the entire European Union.®® The
impact of this deforestation is already being observed. For example, rainfall in the Amazon
decreases as forest loss exceeds a specific threshold® which could impose massive productivity
losses worth up to USD 1 billion annually on the region’s agricultural industry in the medium to

long term,’”® making deforestation risks a paramount issue.

D. Engaging on Deforestation

Over the past three decades, there has been a
significant loss of forested regions worldwide.
Forests play a crucial role in mitigating climate
change by acting as carbon sinks that absorb
and store carbon dioxide from the atmosphere.
This process, known as forest carbon stock
capacity, is essential for regulating the Earth’s
climate and maintaining ecological balance by
reducing greenhouse gas concentrations.

Despite the deforestation pledge signed by
leaders from over 100 countries in 2021at COP26,
deforestation continues at an alarming rate and
the world remains well off track to meet the
2030 commitment. This is concerning, as forests
are not only vital for climate equilibrium, but also
essential for the survival of all life on Earth. They
provide habitats for countless species, regulate
water cycles, and prevent soil erosion. Land use
change is the main direct cause of biodiversity
loss.

Deforestation also has significant social impacts.
More than one billion people living in developing
countries depend on forests for their basic
livelihoods. The loss of forest resources equates
to a loss of income, food security, and cultural
heritage for these communities.

Considering only their benefits regarding
carbon storage and sequestration and taking
a conservative estimate of USD 10 per ton of
carbon, we may value each hectare of forest at
USD 2000.”" Hence, we may estimate the 420
million hectares of forests that disappeared in
the past three decades to represent a USD 840
billion loss, just considering their carbon value.
But forests represent many other economic
benefits, as previously mentioned. Of note,
taking into account the total economic effects
(i.e. direct, indirect and induced economic
contributions), including demand on other
sectors and expenditures on labour income, the
forest sector contributed more than USD 152
trillion to national economies in 2015.72

The production of key forest-risk coommodities -
such as palm oil, soy, beef, rubber, timber, cocoa,
and coffee - is the primary cause of deforestation
globally. Unsustainable practices are causing
irreversible harm to the environment and local
communities. Currently, many corporates and
sectors scarcely report on specific deforestation
impacts, especially for sectors where these
impacts are mostly indirect. For this reason,
Amundi has reinforced its deforestation
engagement campaign since 2022, focusing
on increasing transparency, accountability and
raising awareness on deforestation.

68. https:/www.euronews.com/green/2023/11/04/finland-ireland-france-which-european-countries-have-the-most-and-least-forests

69. Research is ongoing and threshold is still being studied https:/www.nature.com/articles/s41467-021-22840-7

70. Leite-Filho, AT., Soares-Filho, B.S., Davis, J.L. et al. Deforestation reduces rainfall and agricultural revenues in the Brazilian Amazon. Nat
Commun 12, 2591 (2021). https://doi.org/10.1038/s41467-021-22840-7 from https:./www.nature.com/articles/s41467-021-22840-7.pdf

71. https://www.cbd.int/financial/values/g-valueforestpearce.pdf

/2. https://www.fao.org/3/cb9360en/online/src/html/forest-production-global-economy.html
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Amundi Actions

Deforestation Policy

Amundi has incorporated its Deforestation and
Ecosystems Conversion Policy into a broader
Biodiversity and Ecosystem Services Policy,
of which deforestation remains a key and
prominent pillar. Issuers whose activities have a
critical impact on forests and present insufficient
risk management are systematically identified.
The companies identified are engaged, on top
of systematic impact on their ESG rating.

Engagement Objectives

We engage with companies, on direct operations
and throughout the value chain, asking them
to better integrate deforestation risks into
their strategy. We engage proactively on
identification and management of deforestation
and ecosystem-conversion risks, as well as
reactively when an abuse or allegation occurs.
We seek to ensure that companies are taking
appropriate measures for effective remediation.
Depending on the situation, we engage directly
or in collaboration with other investors.

Our objective is to facilitate constructive
dialogue with these companies, to assess their
commitment to mitigating deforestation risks,
to evaluate their risk-management strategies,
the measures they have implemented to address
deforestation and ecosystem  conversion
concerns, and closely monitor their progress.

When engagement fails, or the issuer’s action/
remediation plan appears weak, we may
undertake a mode of escalation up to exclusion.

73. Such as the Accountability Framework Initiative

The identification process is based on a
multifaceted research approach which involves
several key components. We use CDP research
and notably the assessment of activities made
by the organisation in terms of their association
with deforestation. We also scrutinise land use-
related controversies in operations or supply
chains, with the assistance of data providers
specialising in controversy data. In addition
to systematic identification, the analysts lead
forest-protection related engagement for each
of the companies they consider worth raising
the issue with. We engaged 144 companies on
deforestation in 2023.

Our key asks for the engagement were as
follows:

We promote the adoption and effective
implementation of a general or commodity-
specific, company-wide “no deforestation”
policy that encompasses social, remediation,
and restoration components, including:

- A public commitment by to eliminate
deforestation and/or conversion of natural
ecosystems,

- Established cut-off dates set by recognised
third-party organisations,’?

- A commitment to protect the rights
and livelihoods of local communities by
integrating the Free, Prior and Informed
Consent (FPIC) concept, and, lastly, a
commitment to restoration, remediation,
and/ or compensation for past harms.
Commitments should cover 100% of
production/sourcing, beyond direct suppliers,
and apply to all relevant operations, with
traceability systems in place to track
and monitor the origin of the disclosed
commodities.
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Engagement Outcomes and Issuer Momentum

Below is a sample of companies from our deforestation engagements that were identified as having
high exposure to deforestation risks, impacts, and disclosure levels/scores under the CDP Forest
Framework. These companies have a significant impact on forests due to their direct operations
or supply chains, which rely heavily on forest-risk commodities. In addition, some companies were
selected due to past and current controversies connected to land use, biodiversity, and human rights

abuses.

Assessment
Macro

Sector

at start of
campaign

- Operations across : =
all stages of food
manufacturing,

Company A

Sector: Food

Products from the
production of

Country: raw materials,

Singapore to processing,

to consumer
products.

- High presence in a
region considered
to be at risk of
deforestation, and
high percentage
of assets in high
impact operations
(e.g., palm oil
plantations).

- Most plantations
are company
owned, allowing
planting to be
done within
landbanks (thus
avoiding new land
clearance) and
permitting 100%
traceability back
to farm level.

Recommendations

Evaluate the
robustness of the no-
deforestation policy
and efforts beyond
Tier 1 suppliers to
manage and mitigate
deforestation risks
through supply chain
mapping, capacity
building and working
with smallholders

to support good
agricultural practices.

Evaluate the
robustness of the
company’s grievance
mechanism to
control, monitor, and
verify compliance
with no deforestation
policy.

Integrate forest issues

into the company’s
long-term strategic
business plans.

Examine the
company’s
involvement in
deforestation-related
controversies and
remediation action.

Evolution in
Past Years

-The company
has made some
progress on mile-
stones we have
been considering
with them, for
example, related
to transparency
on whistleblow-
ing/grievance
mechanisms.

-The company is
working to im-
prove the scope
of their certifi-
cation programs
which we see
as conducive to
better traceabil-
ity and supply
chain mapping
in their supply
chain.

Status in 2023

-In 2023, we
discussed with
the company
the benefits of
extending their
deforestation
policy to also
include aspects
of climate policy,
given the crucial
link between these
two topics. Further,
the company’s
climate policy is
extremely weak
and something we
would like to follow
up on in future.

Amundi
Actions

-1n 2024, we will
be following
up with the
company
in hope of
achieving some
outstanding
milestones,
particularly
those related
to certification
programs along
the supply
chain.
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Macro
Sector

Company B

Sector: Food
Products

Region: Latin
America

Assessment
at start of
campaign

Recommendations

-The current
traceability program
only seeks to achieve
traceability in one
of the commodities
in the supply chain.
We recommend
expanding this
program to cover
at least one more
key deforestation-
risk commodities to
which the company is
exposed.

Improvement to the
current deforestation
policy to expand
from no illegal
deforestation policy,
to one that applies
zero legal and illegal
deforestation across
all regions and all
commodities.

- One of the largest
food products
companies in the
world, specialising
in the production
of processed
meats.

A deforestation
policy that does
not properly
reflect or address
the scale or
impact of the
company’s risks
(the company
operates in high-
risk commodities
and regions of the
world).

Highly exposed to
reputational risks
given past and
current severe
and significant
controversies

Increased volumes of

to do with certified sustainable/
deforestation deforestation-free
(and other sourcing along the
related risks such supply chain.
asbchild and

forced labour).

Evolution in
Past Years

-Improvement
to the previous
zero illegal
deforestation
policy (for cattle,
by 2025). The
latest policy aims
to end all forms
of deforestation
(illegal and
legal) in the
Amazon, for all
commodities, by
2025.

-The current
traceability
program still
applies only to
one commodity.
However, the
company is
improving
the levels of
traceability
that can be
achieved for
this commodity
(i.e. the target
is to now trace
indirect as
well as direct
suppliers of this
commodity).

Status in 2023

- Against a back-
drop of persis-
tent controversy
risks relating to
deforestation (and
social) risks, this is
an extremely high-
risk company. We
would expect the
company to apply
zero deforestation
to all regions and
all commodities
(not just the Am-
azon region), but
the latest policy
upgrades are signs
of small progress
on this issue.

Current plans to
improve monitor-
ing and traceability
for one of the main
commodities at
the company is
positive and we
hope that it limits
the company’s
reputational risk
exposure in the
long run (by giving
the company the
opportunity to
prove or disprove
involvement in
certain controver-
sies). Neverthe-
less, traceability

is notably lacking
for other high
deforestation risk
commodities in the
supply chain.

Our KPI recom-
mendation to
target increased
volumes of certi-
fied deforestation
free/sustainable
sourcing across
the supply chain
remains outstand-
ing.

Despite recurrent
discussions with
the company, there
are still no signs
that they will sign
the Cerrado Man-
ifesto.

Amundi
Actions

-We have
chosen to
downgrade
and exclude
this company
against a
backdrop
of ongoing
reputational
risk, significant
controversies
and an
insufficient
deforestation
policy which
has not
improved
during our
engagement
discussions,
at the rate we
would expect.

- We are closely
monitoring
developments
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Next Steps

An increasing number of companies are progressing on implementing comprehensive forest-
related risk assessments, verifying compliance, setting policies/strategies, and strengthening
board oversight on forest-related issues. They are encouraged by evolving regulations, such
as the EU Deforestation-free regulation that requires that: “any operator or trader who places
these commodities on the EU market, or exports from it, must be able to prove that the products
do not originate from recently deforested land or have contributed to forest degradation.””*
However, we rarely encounter companies with a complete no-deforestation public commitment
that covers 100% of production or consumption, complemented by an appropriate system to
control, monitor, or verify compliance with the no-deforestation commitment. Deforestation
reporting remains largely elusive in numerous high-risk regions and sectors. There is a
demand for more precise data and intelligence to evaluate and manage risks, and for more
reliable monitoring systems to track and report changes. Greater efforts are required to unite
stakeholders from diverse industries and value chains to collaboratively develop solutions.

Amundi will continue to engage companies on deforestation. Our objective is to maintain
engagement with our existing issuers while broadening our scope to encompass a larger audience
and foster increased action on this critical matter. For companies that do not demonstrate
sufficient progress, appropriate measures, or timely movement towards the right direction, we
will deploy a range of escalation strategies, following our engagement policy.

Case study 27: Engaging on Deforestation with a US Agribusiness
Company

Context

The year 2023 was our second year of engagement with a US based agribusiness and food
products company. The company’s significant exposure to soy and palm (amongst other
commodities) means that it faces notable scrutiny when it comes to deforestation. Indeed,
the company has faced numerous allegations relating to biodiversity destruction and illegal
deforestation over the years. Concerningly, these allegations have often been concentrated in
particularly in sensitive areas such as the Amazon, Cerrado and Grand Chaco biomes.

Amundi Actions

Based on our 2022 engagement discussion, our engagement in 2023 with the company
covered many aspects related to implementation of the company’s deforestation policy, as
well as ambitions to improve biodiversity opportunities along the supply chain. In 2023, we
also began to encourage the company to think more broadly about their climate and emissions
ambitions, in conjunction with their deforestation priorities.

Engagement Objectives

Key objectives for our engagement were as follows:

1. Biodiversity commitments and policies relating to the soy supply chain.
2.Signing the Cerrado Manifesto.

3.Reporting on the total number of hectares of deforestation/conversion each year, by region,
for direct and indirect operations.

4.Publicly available action plan detailing how Scope 3 emissions goals will be reached.

/4. https://environment.ec.europa.eu/topics/forests/deforestation/regulation-deforestation-free-products en
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Engagement Outcomes and Issuer Momentum

We were pleased to learn that the company joined a working group for the TNFD (Taskforce for
Nature Related Financial Disclosures) in 2023. The company also stated to us that they intend
to report using the TNFD in the future, which is something we will follow up on in our 2024
engagement with the company.

Similarly, the company made positive progress in the 2022-2023 year regarding greater supply
chain transparency, confirming that they now track 100% of their direct sourcing down to farm
level, an improvement on the previous year. Further, traceability indicators are now incorporated
into the KPIs of a bonus pool covering up to 6,000 employees. We believe that this progress will
be a main driver in pushing the company to achieve our key objective of better transparency on
important KPIs such as conversion by region across both direct and indirect operations.

Despite the progress made, we feel that the recurrent allegations of illegal logging, repeated
failures to protect the rights of local indigenous communities, and the company’s ongoing
reluctance to sign the Cerrado Manifesto point towards a deforestation policy that is far from
perfect. We thus maintain that our downgraded internal ESG rating on the company, adjusted
last year to reflect our concerns, still stands. Furthermore, Amundi took voting actions in 2023,
including votes against all board members with a tenure of more than one year.

Next Steps

We will continue to monitor company links to allegations, as well as any policy improvements,
adjusting any overrides on our ESG rating accordingly. We want to see progress on the
publication of biodiversity KPIs and push for signature of the Cerrado Manifesto. We will follow
up again with the company in 2024 and intend to focus on the strength and transparency of
the remediation policy and grievance mechanism. As the company is flagged in our biodiversity
policy, they could face additional voting actions going forward, depending on the level of
engagement momentum we see.
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Case study 28: Following up on Our Deforestation Engagement
with a Singaporean Palm Oil Company

Context

We continued our engagement in 2023 with a large Singaporean palm oil company which
began the year previous. The company has faced allegations of deforestation and related
human rights abuses in the past, but now has a robust NDPE” policy, which incorporates the
concepts of HCV,”®* HCS”” and FPIC.78

Amundi Actions

When we initiated our engagement with the company, we wanted to better understand the
overarching deforestation strategy while also pushing for improved action on the subject. This
year, we were able to push the company further on some more specific KPIs, such as reaching full
traceability and providing information about the production of certified volumes along the supply
chain.

Engagement Objectives
Key objectives for our 2023 engagement were as follows:

1. Create a time-bound commitment for reaching full traceability along the supply chain.
2.Disclose information on the % volumes of certified product.
3.KPIs on the % or number of blacklisted/under review suppliers.

4.Introduce policies that specifically target the current lack of focus on biodiversity and
conservation priorities.

Engagement Outcomes and Issuer Momentum

Even during our first year of engagement in with the company in 2022, we were pleased to see
several strong policies that had recently been introduced. In 2023, we welcomed the continued
development across many of the key objectives. For example, in 2023, the company confirmed that
it was planning to reach 100% traceability by year’s end.

There are still a number of areas we would like to see developed in the coming years. This includes,
introducing timelines for remediation in the grievance policy, and a third-party ethics/complaints
line. The company reports that these aspects are under consideration. The company confirmed that
it is looking to introduce more land conservation projects, something we encouraged. Specifically,
we have asked the company to consider how they would measure the performance of these land-
conservation projects via KPlIs.

Next Steps

We will follow up with the company in 2024, in the hope of closing engagement on objectives
that the company is close to achieving, such as full traceability (to mill and plantation levels), the
introduction of some biodiversity and landscaping projects, accompanied by KPIs to measure
progress, and finally, improvements to the grievance mechanism. Throughout, the company
has proved willing and keen to engage and we are somewhat optimistic about the future of the
company’s deforestation policy and conduct.

75. No Defore

76. High Cons

ation, No Peat, No Exploitation

|, ecological, social or cultural values which are considered outstandingly significant or critically

mportant, at the national, regional or global level.” (ProForest)

77. High Carbon Stoc - chis a methodology that distinguishes forest areas for protection from degraded lands with low
carbon and biod eloped” (High Carbon Stock organisation)

78. Free, Prior, Informed he right of indigenous peoples to give or withhold their consent for any action that would affect their
ands, territories or rights” (Conservation Organisation)
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Deforestation Engagements within Our Net Zero campaign

In addition to other issuer specific deforestation engagement activities that occur outside of our
policy, deforestation issues are also addressed through net-zero dedicated engagement campaigns,
such as those we have launched with utilities or cement companies. For instance, we encourage
companies that use biomass and organic waste as alternative fuels in clinker production to provide
a comprehensive sustainability assessment of the bioenergy they use. We consider that the
sustainability of bioenergy sources needs to be assessed through @ the lifecycle GHG emissions, @
the risks of deforestation and destruction of natural carbon sinks, ® the risks of biodiversity loss,
and @ the risks of competition with food production for land use.

Assessment

at start of
campaign

Recommenda-
tions

Evolution in
Past Years

Status in 2023

Amundi Actions

Company A -We were unable
to find company
Sector: disclosures on
Construction the sustainability
Materials assessment of
bioenergy used or
Country: planned for use
Japan as an alternative

fuel for clinker
production.

- Given the high
complexity and
uncertainties
about the impact
of bioenergy on
climate change as
well as on other
critical issues such
as biodiversity loss,
it is important that
companies, who
utilise biomassand
renewable waste
as alternative
fuels in clinker
production, provide
a comprehensive
sustainability
assessment of the
bioenergy they use.

-2023 was the
first year we
formalised our
recommenda-
tions on the
topic.

-2023 was the
start of the
engagement.

We raised the issue
with the company
and provided detailed
recommendations. We
can summarise these
as follows:

- Consider the lifecycle
GHG emissions.

- Avoid deforestation /
destruction of natu-
ral carbon sinks.

- Avoid biodiversity
loss.

= Limit competition
with food production
for land use.

- Refer to the bioener-

gy related portions
of SBTI.
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Novel entities

Novel entities refers to the vast number of synthetic chemicals and substances that are released
globally, including plastics & microplastics, endocrine disruptors, PFAS, and nuclear waste, among
others, such as pesticides, discussed in a previous chapter. Accurately assessing this boundary
is a work in progress by the Stockholm Resilience Centre due to the unknown quantities and
untested nature of the majority of chemicals that have been released into the environment. In
addition, concerns around “cocktail effects” when chemicals mix in the environment remains a
large unknown. However, in line with the precautionary principle, the boundary is considered
vastly overstepped as the understood threshold for any new and relatively untested chemical
is zero.

There is significant work being done to effectively evaluate these impacts on the Earth’s systems
as well as on human health, but one thing is clear: these novel entities are everywhere. There
are more than 140,000 new chemicals produced since 1950 and 5,000 of these are produced
in great volume. Of those high-volume production chemicals, less than half have ever been fully
tested for safety.”®

We see a rise in regulation and consumer concern regarding the impact on human health
including PFAS, phthalates, and microplastics. New research is further pointing to the dangers
(and costs) of chemical pollution. In 2015, pollution (of all types) was responsible for 16% of
global deaths, killing more people than smoking, hunger, natural disasters, AIDS or Malaria.®°
It is estimated that the economic cost of health damage amounted to USD 6 trillion in 2019.
That’'s equivalent to 6.9% of global GDP.8" Corporates face a growing responsibility to not only
address but also remediate pollution issues. In 2023 alone, lawsuits around chemical pollution
led to over USD 11 billion in settlements, with more litigation expected in the years ahead.®? This
cost can ultimately be felt by investors, so to address this, investors can engage in a multitude
of corporate actions, some of these under the novel entity umbrella, which includes plastics and
specific types of chemical pollution, among which PFAS.

E. Engaging to End Plastic Waste

While plastic pollution has become one of the most pressing environmental issues in the world,
new developments and a growing awareness further emphasise the investor case for addressing
plastic pollution. We see growing evidence regarding its adverse impacts on the environment and
human health. Bottled water, beer, honey, sea salt and tea bags have all been exposed as carrying
microplastics which end up in the human body. Microplastics are linked to serious health issues such
as endocrine disruption, weight gain, insulin resistance, decreased reproductive health, and cancer.®?

This growing awareness has certainly contributed to the growing ambition to accelerate action to
address plastic waste. For example, in 2022, 178 nations agreed in favour of developing a Global
Plastics Treaty, a legally binding agreement expected to be finalised and adopted in 2024 and
enacted in 2025 which will see nations committing to greater action on plastic pollution.®*

79. https:/news.climate.columbia.edu/2017/10/23/the-human-and-financial-cost-of-pollution

80. https:/news.climate.columbia.edu/2017/10/23/the-human-and-financial-cost-of-pollution

81. https:/blogs.worldbank.org/climatechange/chemical-pollution-next-global-crisis

82. https://www.reuters.com/legal/litigation/forever-chemicals-were-everywhere-2023-expect-more-litigation-2024-2023-12-28

83. https:/www.undp.org/kosovo/blog/microplastics-human-health-how-much-do-they-harm-us#:~:text=Different%20chemicals%20can%20
leach%20from,decreased%20reproductive%20health%2C%20and%20cancer.
84. https:/www.un.org/en/climatechange/nations-agree-end-plastic-pollution
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https://www.un.org/en/climatechange/nations-agree-end-plastic-pollution
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Other developments are occurring as well,
including the COP15 GBF, which specifically
highlightstheproblemofplasticpollutionin Target
7, meaning we are likely to see regulation at the
national level to support country commitments
to the GBF. More specifically, regulation is
already taking shape pand growing in various
regions around the world. These measures
include single use plastic bans in EU Member
States,®® plastic regulations in variousU.S. states
(ranging from plastic bag bans to measures
and policies aimed to curb single use plastic
consumption), and China‘'s 2025 targets, which
aim to restrict the use of specific plastic items,
require certain companies’ packaging materials
and reduce their usage. For corporates, this
means companies will need to further develop
their strategies and management directives to
respond to new regulations described above
and others.

Amundi Actions

We launched our initial plastic engagement in
2019 and have built momentum on the subject
ever since, ensuring that our engagement efforts
are addressing plastic pollution at all stages of
the value chain, because no one company or
sector is able to manage these risks alone.

Our engagement in 2023 evolved again to cover
many sectors ranging from consumer-focused
sectors to those higher upstream on the value
chain, such as chemical companies and plastic
packaging producers. This includes intensive

Engagement Objectives

Several aims for our engagement apply to all
sectors, while others are sector specific:

1. Drive awareness on the continued but growing
importance of the topic of plastic waste to
encourage accelerated action that sufficiently
addresses risks.

Besides, the cost of plastic is higher than one
might expect. According to UNEP, the social
and environmental costs associated with plastic
pollution converge around therange of USD 300-
600 billion per year. As the data on ecological
and health effects across the lifecycle are further
refined and validated, the accuracy of estimates
will increase. As such, opportunities here rely on
the efforts and investments that companies are
willing to make to reduce this cost. The UNEP also
specifies that an economically viable solution for
all stakeholders in a more circular economy does
exist to achieve an end to plastic pollution. The
transition to a new plastics economy is the most
cost-effective way to ensure plastic pollution is
substantially reduced by 2040. While significant,
the investment costs of this system change are
less than the current investment trajectory of
the current plastic economy, at around USD 65
billion per year through 2040 as opposed to
USD 13 billion per year. This shows that investing
in a future with no plastic pollution represents a
financial opportunity.®®

single-use plastic-intensive industries such as
food and beverage companies, retail sectors, the
consumer services sector, as well as chemicals,
packaging companies, and healthcare.

Moreover, 2023 saw the launch of our Biodiversity
and Ecosystem Services policy, which focuses on
companies particularly exposed to biodiversity
harming activities, including single-use plastic
producers and users. In 2023, we managed to
engage more than 12 companies in 17 sectors in
total.

2. Encourage companies to reduce plastic
consumption with strong targets, ideally
aligned with the Ellen MacArthur foundation
guidelines.

3. For companies in manufacturing, work on
alternatives to replace/remove plastics.

85. https:/environment.ec.europa.eu/topics/plastics/single-use-plastics/eu-restrictions-certain-single-use-plastics _en

86. https://wedocs.unep.org/bitstream/handle/20.500.11822/42277/Plastic_pollution.pdf?sequence=3
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Engagement Outcomes & Issuer Momentum

The evolution of Amundi’'s engagements on
plastic is dependent on the number of years we
have been discussing the subject with the issuer
and sector. Some companies are new to our
engagement pool and progress is still in its early
phase. Conversely, some companies have been
engaged for many years and those that have
not made sufficient progress can (and have)
faced escalatory actions. However, we have
also witnessed exciting progress from certain
companies in our initial engagements, proving

Chemicals

By engaging with petrochemical companies, we
aimed to promote several important practices.
These included:

- Driving the accountability of chemical
companies for plastic pollution along their
value chain.

- Scaling the production of recycled polymers
to drive reductions in virgin plastic
production.

- Reducing dependence on fossil fuels for
virgin plastic by favouring the adoption of
sustainable, bio-based alternatives.

- Increasing action via collaborations and
initiatives that aim to improve recyclability
and reduce health concerns in downstream
plastic products.

that engagement is a long game and that annual
encouragement via engagement can lead to
positive results.

Momentum on the topic (or lack thereof) is
unique to each sector based on its particular
plastic exposure and the approach required to
address and reduce plastic pollution. Below,
we outline highlights from several sectors and
advancements in the 2023 year of engagement.

In 2023, companies were less responsive
compared to the previous year, but we could
see progress on chemical recycling solutions
that were leaving the pilot stage to become
commercial, which is a step in the right direction.
Nevertheless, many polymer producers still lack
target setting on recycled feedstock and the
proportion of alternative feedstock remains
minor. More chemical companies are conducting
Life Cycle Assessments (LCA) that are verified
by a third party, but they are not ready to
publish complete outcomes. We will follow up
for progress on practices we consider important
and monitor the status of recycling solutions.
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Assessment at start of

campaign

Past Recom-
mendations

Status in 2023

Additional
recommendations
going forward

Eastman - The company’s strategy - Publish more
Chemical was based on molecular granular lifecycle
recycling and production assessments
Sector: of biofibres (wood- conducted for all
Chemicals derived). plastic products

Country: USA

The company had
committed to recycling
more than 250 million
pounds of plastic waste
annually by 2025 with the

where Eastman
used its recycling
technologies,
with different
energy supply

aim of replacing coal with mixas a
recycled plastic as a raw comparison.
material. - Publish a

The company had a goal
to direct 100% of its R&D

phase-out plan
for hazardous

- The company has

had its lifecycle
assessments for
molecular recycling
technologies certified
by a credible third
party.

The company has
shared that all
molecular recycling
facilities will be
constructed with a
goal of preventing the
loss of plastic pellets,
flakes and powders to

The company

is working on
optimising its
feedstock slate

and investigating
possibilities for
lower environmental
impacts.

Upon the finalisation
of the SBTi guidance
for the sector,

the company

will evaluate and
consider SBTi
verification of their

expenditure towards
materials that improve the
sustainability profile over
the incumbent solution in
the market.

The company had a
partnership with SBTi to
develop industry guidance
and put carbon neutrality
commitment into a
concrete action plan.

chemicals and
their prohibition
in new products.

the environment. targets, with scope
3 target setting
included in this

assessment.

We consider that the
company’s plastic
recycling solutions
will help to reduce
plastic pollution
through its recycling
capacity and
efficiency.

The company also
plans to report on all
waste and emissions
streams coming from
its molecular recycling
technologies.

Food Products and Beverages

This was our second year engaging with Food
Products and Beverages companies on the
theme of plastic. Key objectives for the sector
include the following:

- Time-bound targets for phase-down of virgin
plastic use and increasing recyclability of
containers. More specifically, best practices
would involve a target of 100% reusable,
recyclable or compostable plastic packaging
by 2025.

- Evidence of R&D into viable, food-safe plastic
alternatives for packaging and for food
transportation.

- Elimination of problematic or unnecessary
plastic packaging.

- Expansion of plastic policy beyond either
domestic or more advanced markets (such
as Europe). Companies need to ensure that
plastic reduction and reuse policies are
applied universally across even the most
difficult markets.

Consistent with last year’s findings, we found
that performance on the topic of plastics varied
quite dramatically, typically by geographic/
regional exposure. Unfortunately, many food-
product companies lack specific time-bound
targets for phasing down their plastic use, and
increasing recyclability or recycled content
thereof, and we saw little progress between
2022 and 2023 developments on plastic. We
believe this reflects the sector’s conflict between
reducing plastic use and maintaining packaging
that is food-grade standard. Furthermore, the
difficulties the food sector faces to balance
considerations around plastic with other key
ESG issues remains a challenge for companies
in the space. By contrast, the beverage sector
has made some great progress, with one
or two companies moving towards current
“best practices” in 2023. This includes positive
evolutions pertaining to refillable and deposit-
return schemes to help collect and re-use plastic
packaging. We look forward to diving into this
aspect of our engagement more in 2024.
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Assessment at start
of campaign (2022)

Past Recommenda-
tions

Evolution in Past
Years

Status in 2023

Company A

Sector: Food
Products

Country:
Japan

-The company is
based in Japan where
regulation linked with

plastic is less stringent

that in Europe,
meaning pressures to
address plastic risks
are less significant.

Nevertheless, the
company has set
some targets and
does report against a
few waste and plastic
related policies which
is positive.

The weakest aspect
of the plastic policy
relates to recycling
rather than efforts to
reduce plastic use;
for recycling, the
company has almost
no related KPIs and
can only provide
limited evidence of
third-party recycling
partnerships.

- Introduce a specific,
time-bound target
that relates to plastic
recycling, such as
increasing use of
recycled content,
or a pledge that
100% of packaging
will be recyclable.
=» This would
complement the
lightweighting and
biobased plastic
policies that the
company already has
in place.

Expansion of
projects related

to lightweighting
and using plastic
alternatives. This
could be done via
partnerships in the
region. We would
want to see evidence
of success of these
projects too, via KPIs
and/or case studies.

Introduction of KPIs
related to plastic
use and recycling.
Current KPIs do not
relate specifically to
plastics.

Some evolution on our
recommendations on a
select few topics,

However, several remain
outstanding.

- The company
performs average to
well on plastic as a
topic vs. peers in the
same geography via
lightweighting and
use of alternative
materials projects that
are ongoing. However,
when compared to
peers on a global
scale, performance is
notably below average
and progress on our
key KPIs is slow.

-The company
continues to prove
responsive to our
engagement, showing
a desire to improve,
but we have not yet
seen progression on
our key KPIs such
as those relating to
increased recycling
and recyclability of
products.

- The company has

introduced one
plastic KPI. This is

for total plastic use
by the company and
is reported annually.
=» step in the right
direction, although
many more detailed
KPls could and
should be provided
(for example rates of
reuse and recycling of
plastics, % of recycled
plastic used etc. This
could also be split by
geographic region).

- Introduction of a

target related to a
minimum of 70%
recycled plastic, or
plastic biomass, by
2025. And 100% by
2030.

-No expansion on

lightweighting or
alternative materials
projects, although
the company does
now partner with the
Japan Containers and
Packaging Recycling
Association.

Household & Personal Products

Historically, the Household & Personal Products
sector has been actively involved to reduce
virgin plastic in their packaging, but a drastic
decrease of virgin plastic is still lacking. The
industry continues to prioritise Ellen MacArthur
Foundation standards and is striving to report
accordingly. This helps us assess company
progress and positive evolution towards the
goals and targets outlined by Ellen MacArthur®’
including but not limited to:

- Reduce volumes of virgin plastic

- Increase use of recycled plastic, and progress
on the recyclability of packaging and
products

- Disclose plastic exposure for at least key
high-risk geographies

- Describe the implication of governance
bodies in the company’s plastic strategy and
better consider plastic risk exposure

Nevertheless, it remains difficult to push

87. https:

companies to be more transparent and disclose
country by country data. Moreover, we to see
difficulties for companies scaling up initiatives
and pilot projects to reduce their exposure to
single-use plastic. These key challenges entail
a business shift, which is why we will keep on
following up with companies on this matter.

This sector is one of the initial sectors under
engagement ,and when we observe a company
failing to make any (or exhibiting very minimal
progress or momentum), we may intensify our
efforts with escalatory actions, including voting
actions. One such example is Proctor & Gamble.
Another is a company that was engaged under
the requirements of Amundi’s biodiversity policy
for the first time in 2023.

www.ellenmacarthurfoundation.org/global-commitment-2023/overview
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Company assessment at

start of engagement

Status in 2023

Recommendations

Company B

Sector:
Household
& Personal
Products

Country:
United
Kingdom

Starting Year:
2023

The company, a recent
spinoff of GSK, was
identified as a major single-
use plastic user due to the
intensive use of plastic
packaging for its products.

The company is not
mentioning use of plastic
alternatives, but has set up
plastic-related targets.

As a newly listed company,
they are in the early stages
of developing a plastic
strategy, with limited
plastic disclosure and
historical data to analyse
the company’s plastic
performance

Assessment at

We appreciate the company’s effort

in setting up a dedicated packaging

strategy to reduce its exposure

to plastic. In place during the

engagement year:

- Reducing the amount of virgin
petroleum-based plastic used by 10%
by 2025.

-Improving the recyclability of
products.

The company is working with partners
to drive industry collaboration

for improved recyclability, to work

on multiple initiatives and to find
alternatives to the virgin-based
petroleum of the company’s product
formats.

The company has become a member
of the Ellen MacArthur Foundation
Network.

Moreover, the company is the first
consumer health business to work
with a consortium of manufacturers
to explore using Pulpex bottles for
wellness and oral health brands.

This paper-based material offers an
alternative to plastic or glass bottles,
with high recyclability and a lower
carbon footprint, all while offering the
same high-quality appearance and
performance.

Evolution in Past

Recommendations

start of campaign

Years

Disclose more detailed
plastic-related data by
reporting the amount of
plastic consumed and the

% of the plastic type used
(PET...). This would

be in alignment with the
Ellen MacArthur Foundation’s
requirements.

Detail the scope of products
for which alternatives to
plastic are identified.

Develop new plastic-related
targets to reduce the
overall volume of plastic
consumed and aiming

at having 100% reusable,
recyclable or compostable
plastic packaging, in
alignment with the Ellen
MacArthur Foundation’s
recommendations.

Status in 2023

Procter &
Gamble

Sector:
Household
& Personal
Products

Country: US

Starting Year:
2019

-One of the

- Officially join the
Ellen MacArthur
New Plastics
Economy Global
Commitment to
align with peers on
targets including:

world’s largest
consumer product
manufacturers
selling a wide range
of products in
approximately 180

countries. - Eliminate
- Frequently cited as problematic or
one of the world’s unnecessary

packaging, moving
away from single-
use to reuse
models - Ensure
100% of packaging
is reusable and
recyclable by 2025.

- Commit to
increasing
recycled content
of packaging by
roughly 25% by
2025.

largest emitters of
plastic packaging.

- Sustainability
strategy in place
but considering the
size of the company
and its relative
exposure to plastic
Risks, the company
was lagged behind
peers in sufficiently
addressing these
risks.

that sa

Limited evolution in past

years though they have:

-100% recyclable plastic
packaging by 2030.

-Some actions to
address the impact of
its products in areas
where they operate.

- Pilot projects around
lightweighting,
biobased, and
increasing recycled
Content, though
limited in scope
=» due to the poor
Evolution, we voted
against Angela F
Braley, Chair of the
Corporate Governance
& Public Responsibility
committee in 2022.

Forest Commodities Policy, removing language in a previous environmental plec

While they state that
79% of their packa-

ging is designed to be
recyclable or reusable
already, they refuse to
move this timeline up to
2025 to align with peers.

Concerningly, the com-
pany has only reduced
their virgin plastic pac-
kaging by 8% compared
to a 2017 baseline with
a goal to reach 50% by
2030.

Due to the poor progress
on plastic as well as
concerns regarding

we voted against Patricia
Woertz, Chair of the
audit committee.t®

e, made in 2021,
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Food Retail

For food retail, we engaged with 20 international
food retailers from Europe, Scandinavia, Canada,
USA, Japan, and Australia, which enabled us to
diagnose the policies in place today and the
efforts that need to be made in the coming
years.

All the companies we engaged are aware of the
need to improve on the use of plastics and have
implemented actions to reduce their use. Our
main requestsincluded better definition of plastic
reduction targets: implementation of a policy
to reduce reliance on plastic (especially virgin
plastic), officially joining the Ellen MacArthur
Foundation, and failing this, publishing the same
reporting indicators as those the Foundation
recommends.®®

- However, plastic remains a thorny issue
among food retailers for several reasons. First,
their plastic footprint comes mainly from the
Food & Beverage industry products they sell,
and over which they have no direct decision-
making power regarding plastic use. Their
direct decision-making power is concentrated
on their own-brand products, which often
represent only a minority of sales (less than
30%). Second, plastic has many advantages
for the food sector: it's flexible, lightweight,
robust, perfect for marketing and inexpensive.
No other material combines all these gualities.
Finally, the supermarket business model
has developed around the use of plastic. Its
eradication would require a thorough rethink
of the entire food industry.

We were able to identify some positive points,
including the fact that all companies have taken
steps to limit their use of plastic. Furthermore,
all companies report on the subject of plastic in
their annual or sustainable development reports,
and almost all companies have set a target of
100% reusable, recyclable or compostable
plastic packaging by 2025 which is in line with
an Ellen MacArthur Foundation commitment.
The use of recycled plastic has also become
commonplace, and is one of the means used
by companies to limit their use of virgin plastic.
Thus, a positive dynamic is underway within
the industry to publicly disclose the quantity of
plastic they put on the market, an indicator that
was rare even five years ago, and for which we
owe a great deal to the influence of the Ellen
MacArthur Foundation, which worked to break
down barriers to publication of this indicator
among the biggest players in the FMCG®° sector.

However, there is still room for improvement.
First, stacking actions to limit the use of plastic
does not guarantee the implementation of a
coherent plastic strategy, and even less so one in
line with the development strategy. Furthermore,
many food retailers are still in the early stages
of calculating their plastic footprint, and are
therefore finding it difficult to publish (and even
more so on a full scope basis) the indicator that
is a prerequisite for any strategy: the quantity
of plastic they put on the market. Companies
remain reluctant to commmit to quantified targets
in this area, as they find it hard to see how to
decouple growth in sales from an increase in
plastic use. The best companies are embarking
on bulk-sales solutions which, despite their
advantage of offering an alternative business
model, face numerous operational challenges.

89. Pertaining to plastic packaging weight, total and/or virgin plastic packaging reduction target, post-consumer recycled content

(publishing content + target), reusable, recyclable or compostable plastic packaging (in

90. Fast moving consumer goods

%), reusable plastic packaging
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Over the course of 2024, we will continue to engage with companies to confirm our focus on this
issue and on the need to decrease our economy’s reliance on plastic, particularly in our food.

Assessment at start of

campaign

Recommendations

Status in 2023

Company C

Sector: Food
retail

Country: USA

The company has
implemented actions to
reduce plastic use and
discloses a high level of
detail regarding non-food
waste.

However, the company
seems to choose the KPIs
that are in its favour rather
than those most aligned
with industry standards.
For example, the company
reports on increases in
volume of plastic used
versus its trend year-on-
year and not KPIs such as
% recyclable and % recycled
content.

- Joining the Ellen MacArthur

Foundation Global Commitment on

Plastics

- If not possible, disclosing the same

KPls:
=» Plastic packaging weight.

= Total and/or virgin plastic
packaging reduction target.

=» Post-consumer recycled content

(content + target).
=» Reusable, recyclable or

compostable plastic packaging

(as %).
=» Reusable plastic packaging.

=» Setting up clear targets of
plastic reduction, including
100% reusable, recyclable or

The company thought it was
too early to join the Ellen
MacArthur Foundation or
did not see the point as it is
already working on the topic
internally.

The company is aware that
progress needs to be

made and is confident it will
improve over time.

compostable by 2025, as it is
becoming mainstream for the
FCMG sector.

Consumer Discretionary - Non-Food Retailers

The nature of our plastic engagements for non-
food consumer companies has led to a slightly
different angle because of the unique nature of
this sector. Unlike food industries, that do have
genuine constraints to incorporating recycled
content due to food safety concerns, retailers
are more easily able to adopt recycled plastic,
as the material is used primarily for protective
packaging during delivery and transport.
This means that many companies in certain
geographies have already moved away from
virgin plastic towards renewable alternatives like
paper bags, rPET, or compostable packaging.
Nonetheless, it must be said that many
companies globally have still yet to achieve this
benchmark.

Company assessment at

start of engagement

Company D Company did not disclose
packaging for B2B or B2B
Sector: plastic packaging
Consumer
Durables & Company had no hard
Apparel plastic targets - plastic
target was phased as an
Country: ambition to “achieve zero
Japan landfill disposal”

Starting Year:
2023

Recommendati

Disclose volume of plastic used
for B2B or B2C, including total
volume of plastic used, % of total
from recycled content, and %
that is recyclable

Targets on plastic such as 100%
packaging being from recyclable
material, 100% recyclable, and
increase % of recycled content
for both B2B and B2C.

For more advanced companies, the next hurdle
is business-to-business packaging (B2B) - the
plastic still used behind the scenes for shipment
and storage that is not seen by customers. This
packaging is often indirectly controlled by the
companies, making it harder to eliminate. For
more advanced companies, our engagement
efforts have begun to focus on greater action
around B2B, including efforts to find reusable
solutions and engaging with suppliers to use
alternatives to virgin plastics.

Status in 2023

Company provided anecdotal
examples on how they were
reducing plastic, such as by
swapping paper bags for
customers and reusing materials
such as cardboard and hangers
during transport.

Company has been working to
mass-pack items instead of
individually packing them to reduce
B2B packaging, but there is nothing
quantitative to show.

(< (>



121

Engagement Report 2023

Natural Capital Preservation

Healthcare

Plastic has revolutionised medical procedures
over the past 70+ years and has proven to be one
of the few materials versatile enough to adapt to
the dynamic nature of the healthcare industry,
delivering benefits that include sterility, quality,
durability, lightness, biocompatibility, and cost-
effectiveness, alongside patient and healthcare
worker safety. However, this growth in plastic use
for medical applications is also exerting pressure
on the environment from plastic packaging and
single-use products made of different (and
often mixed) plastics and materials that also
frequently contain hazardous chemicals. Plastics
used in healthcare therefore pose a direct risk
to patients and staff, and produce a significant
volume of waste, which contributes to wider
environmental harm.

Due to the necessity of plastics in the healthcare
sector, the engagement continues to focus on
efforts that are possible for the sector within the
context of patient safety and regulations. These
include expanding plastic strategies focused on
reduced packaging, improved handling of plastic

waste, and circular approaches, such as product
takebacks and recycling initiatives. Furthermore,
we encourage companies to report on the topic
of plastic in their sustainability communication,
including establish goals and KPIs regarding
plastics (on packaging, internal use, and end-
user products) to help ensure accountability and
transparency.

In 2023, we observed greater strides towards
driving and scaling cross-industry solutions. This
includes collaborations, across the healthcare
value chain or within the pharmaceutical sector,
that are testing or enabling expanded recycling
projects. Although these are still relatively
small collaborative endeavours, they represent
a foot in the door for more industrywide
circular initiatives around plastic, which is a
huge challenge in healthcare. Going forward,
our observations from these engagements
will better inform future engagements with
additional biopharmaceutical companies, to
explore takeback and recycling programs,
notably for end-user devices.

Company assessment at

start of engagement

Recommendations

Status in 2023

Company E

Sector:
Healthcare

Country:
Europe

Starting Year:

2019

European company that
specialises in chronic di-
seases.

Company had already
implemented some initia-
tives to expand its efforts,
including:

=»Banning single-use plastic
(at corporate level).

=» Using eco-design
principles for the
development of future
injection devices.

Viewed incineration of
injection pens (to manage
end of life) as a “reuse as an
energy source.”

Expand its plastic strategy in
connection with its circular
strategy, by better managing
end-of-life of its product through

© takeback and recycling ini-

tiatives, and @ the promotion
of better handling of patients’
devices after their use (proper
disposal, takeback, etc.).

Reporting on the topic of plastic
in sustainability communications,
including establishing goals and
KPIs regarding plastics (packa-
ging, internal use, and end-user
products) to help ensure accoun-
tability and transparency.

In 2022, we further recom-
mended the company consider
leading a collaborative effort
with other pharmaceutical com-
panies on takeback and recycling
of patients’ devices.

2019-2022

Continuous improvements to
manage products’ end-of-life
through takeback and recycling/
upcycling programs, including pilot
projects that looked into upcy-
cling of products into highe- value
products, such as bulbs, that were
slowly scaled from one small region
to numerous countries. Company
also began examining alternative
methods to deliver active products
to patients that would limit plastic
waste.

2023

Company made further progress

by driving the world’s first cross-in-
dustry solution for takeback and re-
cycling of medical devices through
a partnership with three other
healthcare companies, including

its two most direct competitors.
Due to these strong efforts, we will
close the engagement.
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Next Steps and Amundi Engagement Outlook

Plastic will remain at the heart of our discussions
in2024 for sectorsandcompaniesinvolved by the
engagement campaign, since we aim especially
to improve plastic disclosure. More specifically,
we are looking for companies to report country-
by-country datapoints on the volume of plastic
used and the percentage of recycled plastic
used, a challenging objective that has been a
core ask since the early days of our engagement.
We see this as a paramount objective, because
the life cycle of plastic can look very different
based on the region where it is sold according
to regulations, existing infrastructure, and
consumer awareness, among other factors. It is

responsibility for the plastic they put into certain
regions, and as investors we are insufficiently
able to fully assess a company’s plastic risks
without this data. It is also essential for plastic
producers to identify new opportunities and
work on new technologies for improving the
recyclability of plastic in order to reduce plastic
pollution. Finally, we understand the necessity of
working first locally, but we expect companies
to be able to set precise deadlines regarding the
scalability of plastic-related pilot projects. Going
forward, we will continue to engage the existing
engagement pool and keep tracking companies’
progress in reducing plastic pollution.

essential that consumer companies begin taking

The VBDO Plastic project

In 2023, VBDO,”" a Dutch association of investors for responsible investment, gathered 185
investors to raise our concerns and spur companies to act on preventing plastic pollution.
Alongside 184 other investors, Amundi signed a statement demanding companies adopt a more
radical approach to reduce their reliance on plastics. We are calling for intensive users of plastic
packaging - such as FMCGs (Fast Moving Consumer Goods companies) and grocery retailers -
to act more swiftly to address the plastics crisis.

We are raising our voices for four main objectives, which are aligned with Amundi engagement
objectives overall calling on companies to:

Significantly step up efforts to deal with the plastics crisis. According to the Ellen MacArthur
Foundation, investors have realised in the past year that companies will ‘almost certainly’ miss
existing targets, increasing - rather than decreasing - their deployment of single-use plastic
packaging overall and failing to demonstrate credible and ambitious plans for reuse.

Adopt a more radical approach. To deal with the scale of the plastics crisis, we expect
companies to significantly reduce material consumption, eliminate single-use packaging and
scale-up reusable packaging systems. Companies need to show an action plan with clearly
defined timescales and make progress reporting subject to external verification.

Publicly support ambitious policies on plastic reduction, including the Global Plastics Treaty
and the EU’s Packaging and Packaging Waste Regulation (PPWR), which is currently being
overhauled. A recent analysis® showed that lobbying efforts by industry associations on the
PPWR have already considerably weakened some of its measures.

Commit to identifying and eliminating the use of hazardous substances contained in plastics,
given the significant risks these pose to human health and associated risks to financial value.

In the continuation of this statement, investors, including Amundi, decided to engage
companies deemed most exposed to single-use plastic, by sending letters and organising
dedicated meetings to urge companies to act. In the coming years, we will pay close attention
to companies’ actions, seeking to identify any progress. This collaborative engagement is an
important lever for Amundi to emphasise our position on plastic related topics.

91. https:/www.vbdo.nl/en
2. https:/influencemap.org/report/The-Consumer-Products-Sector-and-the-EU-s-Circular-Economy-Policy-for-Packaging-Waste-21189
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F. Chemical Pollution - PFAS, the Forever Chemicals

Increasing chemicals production, coupled
with futile remediation efforts, is leading to an
exponentially growing chemical footprint. This
represents an increasing risk to society and
investors alike, with a poor understanding as
to how to reverse the damage these chemicals
cause to the environment. One example
that is a rising concern involves Per- and
Polyfluoroalkyl Substances (PFAS), a large class
of widely used synthetic chemicals which share
a key characteristic: they are very resistant to
degradation, which is why they are also known
as “forever chemicals.” These chemicals have
been linked to serious health problems and have
contaminated the environment, notably drinking
water and food chains across continents at
a large scale over the past years. The PFAS
problem is not new. It has been leaving its
mark since the middle of the last century, when
DuPont began buying PFOA from 3M to use
in producing Teflon. The persistent nature of
PFAS is the key concern, as the release of PFAS
(and thus the associated impacts on health
and the environment) is difficult or impossible
to control or reverse. At the same time, their
interactions with heat, water and grease make
these chemicals highly useful in a wide range
of sectors (from semiconductors to water &
sweat-resistant clothing) making them difficult
to replace.

93. https:/www.ncbi.nlm.nih.gov/pmc/articles/PMC9779086

What has changed in recent years is public
awareness of these chemicals’ environmental
and health impacts. Even though research on the
negative effects of PFAS is still in early stages,
scientists have demonstrated that PFAS are
harming aquatic animals, amphibians, insects
and birds, even in remote parts of the globe like
Antarctica.?® This has led to higher scrutiny of
companies that actively release them into the
environment with limited remediation possible,
paving the way to major increases in lawsuits,
reputational risks and associated financial
costs.?4

Emerging litigation surrounding PFAS’ adverse
impacts has been evolving rapidly and reached
a scale that impairs the long-term value of most
affected companies.?® The cost of remediation
and of reducing health impacts remains
uncertain but may be prohibitive, with some
scientific studies estimating the cost of removing
PFAS from the environment to exceed global
GDP.?% In 2023, 3M reached a settlement with US
Waters for an amount of USD 10.3 billion, while
Chemours, Corteva and Dupont reached a joint
agreement with the same organisation for USD
1185 billion. Consequently, regulation of PFAS
is tightening, notably in the EU, with a blanket
ban proposed, and in the US with stricter water
quality regulation and potential classification of
PFAS as “hazardous,” largely due to concerns
around continued environmental and health
implications. Thus, in addition to legal penalties
it is becoming crucial for companies to find and
switch to alternatives or face costly supply chain
and operational disruptions.

https:/www.su.se/english/news/it-s-raining-pfas-even-in-antarctica-and-on-the-tibetan-plateau-rainwater-is-unsafe-to-drink-1.620735

94. https:/news.bloomberglaw.com/pfas-project/companies-face-billions-in-damages-as-pfas-lawsuits-flood-courts

95. https://chemsec.org/reports/the-top-12-pfas-producers-in-the-world-and-the-staggering-societal-costs-of-pfas-pollution

96. https://www.sciencedirect.com/science/article/abs/pii/S0048969724007861
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Amundi Actions

Today’s level of PFAS pollutionis a prime example
of Amundi’s materiality concern, which is why we
have initiated a structured engagement on this
issue with chemical companies broadly exposed
to the matter. For this reason, the ESG Research
and Engagement team at Amundi has allocated
resources to the topic. We aim to actively reach
out to exposed chemical companies, share
internal research on the complexity of the issue
and associated risks with the investment teams,
adjust ESG scoring where appropriate, and
escalate according to our engagement policy
where we consider necessary.

We started our engagement with the major
PFAS producers that showed the highest
litigation risk in 2022, to assess their handling
of largely phasing out the main PFAS that are
chemicals of concern. In 2023, we designed a

Momentum & Outcomes

This was the first year of the engagement, so
momentum remains limited. However, overall
findings from PFAS discussions with chemical
companies so far yield the following:

- Companies defend the use of PFAS
in some applications as essential and
hardly replaceable (notably in the case of
fluoropolymers),

- Transparency on what PFAS are used for
and produced and where substitutions are
possible is low,

- Even partial phase-out commitments have
barely been made,

- Companies criticise the European ban
proposal for not sufficiently considering
all essential use cases, variation in health
concerns among PFAS subgroups, or the risk
of disruption to supply chains and the green
and digital transition.

In our engagements, research and other
activities, we have also identified engagement
red flags or, in other words, activities/actions
that negatively impact efforts to find global
solutions to the PFAS problem.

proprietary PFAS risk score for companies that
considers the scale of the litigation burden,
the current number of registered PFAS in use
and production, the complexity of use cases
and their phase-out, as well as the company’s
intention and efforts to phase out PFAS.

Engagement Objectives
In particular, the key objectives our engagement
were the following:

- Commitment to invest in innovation and
develop phase-out plans for different current
use cases,

- Advocate for the publication of a PFAS use
case that maps out potential alternatives that
are under development or available today,

- Robust monitoring and controlling of PFAS
leaks into the environment.

These include:

- Replacing problematic PFAS chemicals with
other problematic substitutions that have
their own adverse impacts,

- Lobbying activities against a PFAS ban as it is
a weak signal of commitment,

- No efforts to phase out.

Despite rising global awareness and the push
to find safer alternatives (notably through
tighter regulations such as those in Europe),
our engagements witnessed a high degree
of uncertainty around developing alternative
solutions that satisfy durability and performance
requirements. In other words, companies today
are mainly staying in defensive mode, justifying
their use cases as essential. However, the risks
are high, as described above; a business-as-
usual scenario can increase the financial risks
for companies, including costly litigation and
penalties if companies continue to use and
produce PFAS without controlling emissions in
a robust and efficient way. Companies that have
already been hit hard with litigation for their
PFAS issues show the greatest awareness of a
need to control emissions and phase out PFAS in
products. We hope these lessons can be learned
by peers before it is too late.
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Due to the seriousness of this issue, we have
downgraded the score of some companies until
they show progress during the engagement and
have flagged some for escalatory voting actions.
Most notably, the companies flagged are those

Next Steps

Going forward, Amundi will continue to address
the points described above while further diving
into other key challenges concerning PFAS. One
key challenge is to pin down use cases to address
PFAS use more broadly across the value chain,
as PFAS applications are highly diverse and
partly unknown. However, Amundi’'s mapping of
the largest emissions and application categories
to sector-specific uses gives us a clearer picture
of which sectors and companies to watch. While
we have already begun some engagements
in certain sectors, we will likely increase these
efforts going forward.

Another key challenge will be to address
hesitations regarding a full PFAS phase-out. It
is clear that alternatives will likely be available

that have demonstrated low accountability on
the topic, including those that have made little
effort to phase out PFAS, one of our red flags,
as noted above.

for the majority of PFAS use cases and some of
those alternatives already exist. However, first,
PFAS have diverse use applications and there
are some specific uses where PFAS cannot
yet be replaced. Furthermore, companies are
hesitant to take a proactive approach due to
concerns around switching costs, including
lower functionality of products and/or economic
feasibility of switching. This is another topic we
aim to explore further in the future.

Amundi will encourage a phase-out where
possible and more transparency on innovation
commitments to identify alternatives where
substitution does not exist today and will
consider additional escalatory actions going
forward if warranted.

Chemsec

ChemSec - the International Chemical Secretariat - is an independent non-profit organisation founded in
2002 that advocates for substitution of toxic chemicals with safer alternatives. Chemsec uses three levers
to drive change on the chemical industry, aiming for the transition to a world free of hazardous chemicals.

The first lever is pushing regulators to increase and tighten regulations around the world, specially in the
European Union, where they have contributed to REACH, the regulation that establishes procedures for
collecting and assessing information on the properties and hazards of chemical substances.

The second lever consists of the tools Chemsec has developed to increase transparency on hazardous
chemicals and which help different stakeholders have a clearer view of the situation of the companies

producing these chemicals, the effects of hazardous chemicals, and the availability of safer alternatives.
The first tool, SIN List, provides an overview of hazardous chemicals, their health and environmental
concerns and the alternatives that currently exist for them. The second tool, ChemScore, examines the 50
largest chemical companies in the world, based on revenue, and ranks their performance on: @ Hazardous
chemical production, ® Development of safer chemicals and circular products, ® Chemicals management
and transparency, and @ Controversies.

Lastly, Chemsec coordinates the Investor Initiative on Hazardous Chemicals (IIHC), a collaborative
engagement initiative in which more than 50 firms, including Amundi, with more than USD 10 trillion
assets under management are involved. Through this initiative, chemical companies are asked to increase
transparency on hazardous chemicals production, establish a strategy to phase them out and develop
safer alternatives. Amundi is the lead for two companies.
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Case study 29: Engaging on PFAS

Amundi began engaging on PFAS with one company, considered one of the two originators
of the PFAS family, that has been involved in a lengthy, high-profile controversy surrounding
PFAS contamination. The company’s notable involvement in large-scale settlements related
to PFAS water contamination and personal injury, and the lack of transparency in the toxicity
results of its PFAS and related pollution in the past, have placed the company on our target
list for engagement. Although past litigation liabilities are largely capped by its spin-offs and
the restructured company does not produce PFAS anymore, they still procure larger amounts
of short-chain PFAS whose health effects are less known today. In addition, the company has
been ranked as the only company with the lowest available rating by ChemSec, due to its lack
of transparency on the use of hazardous chemicals in its production. Given this background, it
plays a key role in the PFAS issue, which is why Amundi decided to take the lead in the investor
led ChemScore? engagement for this company.

Amundi Actions

We started the dialogue with the company in 2023 and intend to follow up on the discussion
points and progress annually on behalf of the investor group.

Engagement Objectives

Our general call to the company is to use past experience to develop best practices for handling
and reducing chemicals of concern in production, shift the portfolio to safer alternatives and
continue to work towards phasing out PFAS.

Specific asks for 2023/2024 were:

1. Transparency on what they submit to the TSCA on use of substances of concern,

2. A clear definition of safer by design products and the setting of targets for safer by design
developments to progressively reduce the use of critical substances in portfolios,

3. A public roadmap for phasing out the use of PFAS where possible and a clear justification for
use where there are no alternatives for critical uses.

Engagement Outcomes and Issuer Momentum
Momentum in the first year can be broken down as follows according to the above objectives.

Objective 1

The company stated its restructuring phase as the reason for classifying the US reporting as
confidential information, as most of the chemicals were no longer part of its business and
committed to disclose chemicals in use to the TSCA in the future.

Objective 2

The company can demonstrate greater efforts in the transition of its product portfolio to safer
alternatives. This includes a product development process in which 25% of the most important
projects are focused on “Safer by Design” developments. Their understanding of “Safer by
Design” corresponds to the recommendation of the EU Commission. All the principles of green
chemistry are taken into account. In addition, the company commissioned ERM to improve
the guidelines and procedures for handling substances of concern from 2021, which applies to
all operations. As a result, 40-50 new standards for the elimination, reduction and avoidance
of substances of concern have since been introduced, which are coordinated by a separate
team worldwide. Current screening and evaluation of products for substances of concern are
done on a large scale, with five product reviews a day and customers are a clear driving factor
for further progress. The company has also begun to work with suppliers on reformulations.
They acknowledged the need for investors to communicate concrete reduction targets on
substances of concern in portfolios and report on related KPIs to quantify progress.

97. See page 123 for more information on Chemsec
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Objective 3
The company still uses short-chain PFAS but for industrial uses only, which includes crucial
uses for the semiconductor industry. They committed to working on replacing PFAS wherever
possible. For some they can define a roadmap, for others the roadmap will be available in the
medium term but will take some time, and for several they don’t have a solution yet. For these
last there will be an appeal to European regulators. They cannot predict with any certainty
how long it will take to phase out industrial products that use PFAS, but committed to sharing
justifications and transparency on which short-chain PFAS will not be phased out for now.

Next Steps

While the commitment to our demands was encouraging, the annual follow-up will show
whether the company succeeds in achieving visible change.

Where we see concrete room for improvement today is in the way the company measures and
quantifies its progress for investors. Ideally, the company should report on KPIs that include:
- The percentage of portfolio composition to which their safer by design definition applies,

- A guantification of suppliers they have worked on reformulations and identified safer
solutions with,

- The percentage of R&D that goes into identifying safer alternatives.

Progress on our dialogue will determine whether we change our downgrade of the ESG scoring
for this company.

G. Supporting Biodiversity Through Engagement on
Pesticides

Pesticides are a central factor responsible for
observed terrestrial biodiversity declines.”®
Recently, a review® recognised chemical
pollution, including pesticides, as the second
most important driver for the worldwide decline
in insect populations. More broadly, pollution -
mainly that by synthetic pesticides and fertilisers
- is the second main driver of biodiversity loss
(after land-use change).

Pesticides have been used throughout human
history, to prevent infestation and diseases
on crops, but the first modern synthetic
insecticide was developed in the 1940s.°° The
use of pesticides has grown exponentially.”® This
growth has in part been driven by the benefits

98. Making it a key driver of biosphere integrity declines within the planetary boundar

99. Sénchez-

10.1016/).biocon.2019.01.020

22 The World Business Council for Sustainable Development (WBCSD) is a CEO-led organisation of over 225 internationa

100. Dichlorodiphenyltrichloroethane commonly known as DDT

101. https://www.fao.org/3/cc0918en/cc0918en.pdf

for crop protection and production, including
the increase in crop yields, necessary in order to
feed a growing population.

However, in addition to their benefits, pesticides
come with negative impacts on ecosystems,
wildlife and potentially human health also.
Pesticides are directly responsible for the decline
and disappearance of pollinating species, such
as bees, and of birds, both in crop areas and
adjacent zones. Moreover, pesticides permeate
the soil, as demonstrated with glyphosate, the
most widely used herbicide in the world, which
is one of the most widespread substances in
soil.’®? These products eventually find their way
into water currents, leading to negative effects

vy in addition to it being a key chemical pollutant

vo, F., and Wyckhuys, K. A. (2019). Worldwide decline of the entomofauna: a review of its drivers. Biol. Conserv. 232, 8-27. doi

companies.

102. https://www.pan-europe.info/press-releases/2023/11/beneath-orange-fields-impact-glyphosate-herbicides-soil-

organisms#:~:text=Glyphosate%20and%20its%20metabolite %20 AMPA,on%20environmental%20conditions%20and%20properties
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on aguatic animals such as fish and amphibians.
Governmentagencies, such as the Environmental
Protection Agency (EPA) in the US and the
European Food Safety Authority (EFSA) in the
European Union have banned many pesticides,
based on ecological and health reasons'® with
the strictest regulations coming from the EU.
These regulations partially protect ecosystems
and people in these areas, however, not all
harmful pesticides are banned and some of the
prohibited ones are still in use. A core problem is
also the fact that these pesticides are still widely
used in regions with looser regulations that are
often less economically developed, meaning
serious impacts to the environment and people
continue. All this has led to the publication of
the GBF©4 that came out of COP15 in 2022. In
this document, Target 7' specifically outlines
the need to reduce overall risk from pesticides
and other highly hazardous chemicals by at
least half by 2030. The European Commission
has also developed targets through The Farm
to Fork and Biodiversity Strategies, which set
two key targets for pesticides: @ to reduce by
50% the use and risk of chemical pesticides by
2030 and @ to reduce by 50% the use of more
hazardous pesticides by 2030.

Amundi Actions

In 2023, Amundi published its biodiversity
policy, which includes the topic of pesticides. As
part of the policy, we engage with companies
identified with material involvement in pesticides
production and significant controversy. We
push them to better integrate biodiversity
considerations into their strategy or risk or face

Engagement Objectives

- Raise awareness of the growing importance
of natural capital preservation in the
chemical sector with the aim to accelerate
corporate action by way of improved
policies, practices, and targets in line with
industry best practices.

- Encourage issuers to accelerate the transition
to green chemistry and progressively stop

103. Being the first one, the aforementioned DDT, ban
104. Kunming-Montreal Global Biodiversity Framework

Pesticide producers (and by extension investors)
are also exposed to financial risks, such as
regulatory fines for pollution or financial impacts
due to litigation (such as from adverse impacts
on health due to pesticide exposure). Since 2018,
one of the main pesticide producers has faced
costly legal battles over one of its herbicide
products, which has been blamed by tens of
thousands of people for its negative impact on
health. In 2020, the company reached a USD
10.9 billion settlement over some of these claims
and since then has set aside several billion as
a provision ($6.3bn remaining as of December
2023). These financial liabilities could easily
multiply going forward, if authorities continue
to ban the use of certain pesticides. Pesticide
producers could see their top line affected due
to decreased sales and transition costs to replace
products with alternatives. Conversely, chemical
companies that are proactive in developing
environmentally friendly alternatives can benefit
by becoming leaders in this space. Thus, as
investors, it is paramount to drive awareness
on the topic to promote safer chemicals for the
environment, society, and the bottom line.

escalatory measures. Amundi has engaged
with the largest listed companies involved in
pesticide production to drive action on the
subject, including the assessment and reduction
of hazardous products, a phase-out strategy for
controversial products and the development of
safer alternatives.

Highly Hazardous Pesticide (HHPs).

- Increase transparency and advocate for
an alignment of definitions of green and
hazardous products.

- Improve product oversight throughout the
value chain.

ned in the United States in 1972

105. “Reduce pollution risks and the negative impact of pollution from all sources, by 2030, to levels that are not harmful to biodiversity and

ecosystem functions and services, considering cumulative effects, including: [...]
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Engagement Momentum

Although we have previously engaged on
pesticides with some of the targeted companies
or on their broader biodiversity policy and
management, 2023 was the first year we
performedasystematicand specificengagement
on pesticides. These pesticide engagements
focused on product responsibility management
and environmental impact controls. OQur main
findings from this engagement with controversial
pesticide producers include the following:

Next Steps

Going forward, Amundi will continue to address
the points described above while monitoring
the issuers’ development of the area and their
response to new challenges posed by their
exposure to hazardous pesticides.

One key challenge to the phase-out of HHPs™®
is the different regulatory frameworks in the
geographies where these companies are based
or operate. We will continue to stress and
advocate for the safe use of pesticides and
producers’ collaboration with the downstream

106. Highly Hazardous Pesticides

- Companies generally remain reticent to
develop phase out plans for Highly Hazardous
Pesticides (HHPs).

- The criteria defining safer alternatives or
“green” products are company specific and
not transparent.

- Every company we engaged presents
an important progression margin on the
management of hazardous pesticides, the
development of safer pesticides and, overall,
the development of a strong biodiversity

policy.

value chain to protect biodiversity and enhance
value chain to protect biodiversity and enhance
the oversight of products’ environmental and
social impacts. With companies in the scope of
our biodiversity policy, we will leverage this as
a way to push for stronger commitment in the
crop protection business. Amundi will encourage
a phase out of HHPs and more transparency
on innovation commitments, and will consider
additional escalatory actions going forward if
warranted.
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Case study 30: Pesticide Engagement

Context

One of the companies targeted in this engagement is a large-cap chemical and agriscience
company and one of the largest pesticide producers in the United States. The company’s main
business lines are crop protection (including herbicides, fungicides and insecticides) and seed
products. The company has been involved in various controversies related to the effects on
biodiversity and human health of the pesticides it produces or has produced. This has led to the
ban of some of these products by the authorities.

Amundi Actions

While the company was flagged in our pesticide policy in 2023, Amundi has been engaging
with the company on biodiversity since 2021. While our biodiversity engagement with the
company remains open, the more specific theme of pesticides was opened and added to the
engagement.

Engagement Objectives

- Raise awareness of the growing importance of natural capital preservation in the chemical
sector with the aim to accelerate the corporates actions via improved policies, practices,
and targets to push them to better align with industry best practices.

- Encourage the issuer to accelerate the transition to green chemistry and progressively stop
Highly Hazardous Pesticide (HHPs), in this case with a special focus on glyphosate.

- Increase transparency on the company’s sustainability criteria for defining a product as
sustainable.

- Develop product oversight by performing comprehensive Life Cycle Assessments (LCA) on
their products.

Engagement Outcomes and Issuer Momentum

When the engagement started in 2021, we acknowledged the work the company had started
doing on biodiversity, with a formal strategy supervised by a sustainability committee. The
company identified some biodiversity risks, like the decline of customers’ productivity due
to damaged soils and set targets around biodiversity enhancement, or improvement to soil
health. Furthermore, the company identified areas on which their R&D efforts could reduce
their negative impacts, like precision agriculture or biological insecticides. We flagged to the
company the benefits of conducting LCAs to understand the negative effects of its products
as a starting point to reducing them.

In 2023, the company shared with us that 100% of newly launched crop protection products
must meet their sustainability criteria by 2025 (-90% of the new products met the criteria in
2022). While we see this as a positive development from 2021, the criteria for “sustainable”
remain vague, and a hazard screening is not included. However, the company’s externally
recognised green chemistry standard accounted for 17% of net sales in 2022, which is the same
amount as in 2020. The company has also started an internal Life Cycle Assessment (LCA)
team, which we see as a positive step forward after our initial LCA recommendation.
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Overall, while the company has made some small advances, its performance on natural capital
has remained broadly constant since 2021. We would have welcomed an improvement in
transparency and the formulation of a holistic biodiversity strategy. Furthermore, we want
the company to further develop and report on the metrics included in sustainability criteria,
which would provide better assurance that their methodology is sound and has the intended
positive impacts. We do acknowledge the progress of the company on LCA, as they have
established an internal LCA competency governed by ISO standards and use it to understand

the environmental footprint of their products, however, the company is not transparent on the
thresholds of these criteria.

Next Steps

As one of the companies included in our biodiversity policy watchlist, we will continue to
closely monitor the company’s progress on biodiversity, especially in the crop protection area,
leveraging this flag to push the company to accelerate their efforts or face escalatory actions. We
hope to see improvements with a more holistic biodiversity strategy and further transparency
on the definition of the company’s sustainability criteria. We expect to see a commitment to
design all new products in a sustainable way, translating into an increase in the share of green
chemistry sales. We also expect to see the company build upon the LCA team’s assessments
and set circular economy targets. We further expect the company to improve reporting on HHP
and draw up a phasedown plan as they work on sustainable replacements.
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Biogeochemical flows

Biogeochemical flows reflect anthropogenic adjustments to global biochemical cycles including
those of carbon, phosphorus, nitrogen and sulfur. In other words, human activities have increased
biologically available nitrogen and phosphorous in the earth’s natural system, including through
agricultural fertilisers as well as via livestock manure, which leads to decreased plant diversity in
natural systems as well as eutrophication and algae blooms. Currently, the planetary boundaries
framework considers nitrogen and phosphorus. Global and regional boundaries for both

nitrogen and phosphorous have been exceeded.

H. Engaging on Fertilisers

Context

The agriculture sub-segment of the chemicals
sector has its challenges, including high CO,
emissions and biodiversity damage such as
from nitrogen excessive use. At the same time,
agrochemical companies may benefit from large
opportunities: the provision of clean fuel such
as green methanol/ammonia, or supporting a
sector feeding 8 billion people and more in the
coming years.

Given the doubling of our planet’s population in
the past 50 years, the available surface for crops
has more than halved.”®’ Yet, if we look at Europe,
optimalapplicationshould gobeyondmaximising
yields and include minimising environmental
impact. European regulators are trying to make
the agricultural industry more sustainable, to
which end they introduced the EU Green Deal in
2020. The EU Farm-to-Fork strategy, part of the
“EU Green Deal,” is expected to make European
agriculture more sustainable and resilient. It
includes the objective of reducing nutrient
losses by at least 50%, resulting in at least 20%

Amundi Actions

Over time, we aim to look at commercially strong
fertiliser producers that can move towards
more environmentally friendly and low carbon
solutions. We want to compare the progress
of European and non-European companies
to assess the impact of European incentives,

107. https://www.fao.org/sustainability/news/detail/en/c/1274219

less fertiliser use by 2030. Another goal involves
making 25% of European farmland “organic”
by 2030. While this has direct implications for
roughly 6% of globally available arable land, it
would triple the total available organic land in
the EU from current levels and provide incentives
for companies serving the European market
to invest in the organic business field. These
measures have a direct impact on the revenues
of fertiliser producers, leading to a direct impact
on those companies’ cash flows, and ultimately
on their market capitalisation, thus on investors,
as shown by some studies.'®

Fertiliser companies can use their technological
and commercial strengths to positively influence
nutrient recycling and make agriculture more
environmentally friendly, especially in Europe.
Given the major impact of agrochemical
companies on the environment, it is important
to pay particular attention to these chemical
companies in our engagement efforts.

put efforts into global perspective, encourage
sharing of best practices and support the
industry transition towards more sustainable
solutions that do not ignore the importance of
food security.

108. The EU Farm to Fork Strategy and Fertiliser Companies - Nature-related financial risk use case | Cambridge Institute for Sustainability

Leadership (CISL)

(< (>


https://www.fao.org/sustainability/news/detail/en/c/1274219/

133

Engagement Report 2023

Natural Capital Preservation

Engagement Objectives

The aim of the 2023 engagement was to have
fertiliser producers to:

1. Conduct meaningful biodiversity risk
assessments around their traditional, organic
and circular fertiliser application.

2.Put in place action plans to reduce their
impact on biodiversity.

The longer-term goal of the engagement is to
encourage companies to be forward-looking
and better leverage their technological and
commercial strength to create economic value
through investments in circularity, optimising

applications and organic materials, which can
reduce upstream emissions from chemical
fertilisers, lower the risk of pollution and improve
soil health.

As a side topic and acomplement to our Net Zero
commitments, we would like to better assess
the potential of green ammonia as an enabler
for low-carbon agriculture and the opportunities
for companies to provide a low-cost hydrogen
carrier that can be used as an alternative fuel,
e.g. for shipping.

Engagement Momentum and Outcomes

Last year’s discussions confirmed that circular
and organic farming still plays a minor role
in sales growth. The crop yield gap between
conventional and organic farming and the lack
of a unigue classification for organic farming
seem to be major hurdles. Consequently, these
solutions are not yet commercially viable enough
to compete with conventional agriculture
and are still being investigated. Instead,
companies are mainly focusing on optimising
the application of fertilisers with digital tools to
minimise environmental impacts and increase

Next Steps

Modern agriculture has a fivefold challenge to
face - to prevent climate change, contribute to
food security and affordability, ensure a living
wage and avoid biodiversity loss. Europe aims
to encourage more sustainable practices. This
brings opportunities for companies to test more
sustainable farming solutions for their potential.

yields. Companies are still trying to identify the
right balance between efficient application of
conventional fertilisers and applying organic
and circular alternatives. It remains to be
investigated what product mix can minimise
environmental impact along the lifecycle of
the fertiliser product. In addition, companies’
management of the impact of their fertiliser
products on biodiversity is still in its infancy, as
compiling such detailed data sets at farm level is
a difficult and longer-term project.

Yet, our engagement efforts aim for a global
picture of more sustainable farming that
addresses the fivefold challenge. With our
continuing engagements, we aim to monitor and
promote progress in this area. In the future, we
want to get a clearer picture of leading solutions
for more sustainable agriculture and evaluate
companies on this and on their awareness of
their impact on biodiversity.
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Case study 31: Engaging on Fertilisers in the Chemical Sector Q

Context

We began engaging with a fertiliser company in 2023 that caught our attention as it is one of
the few fertiliser producers to offer nutrient capture and redistribution (capturing nutrients
previously applied to the soil for treatment and reuse) through two of its subsidiaries. The
company was already a relatively strong player on ESG, working on a Climate and Nature
roadmap to guide the firm towards climate neutrality by 2050 and deliver on its ambition
of growing a “Nature-Positive Food Future.” As many companies are still in the early days of
understanding and addressing solutions associated with fertiliser use, the company was a clear
candidate to commence engagements on fertilisers.

Furthermore, there is a business case for the company. As Europe is their second largest source
of revenue, the company could be incentivised to play a role in the growth of organic farming.
Thus, our aim is to encourage the company to continue addressing downstream biodiversity
risks for different types of fertilisers and capture potential opportunities that may arise from
employing a greater share of organic and circular raw materials in fertiliser production. This
will enable the company to better address biodiversity loss and while also preparing for any
potential regulatory changes that could restrict fertiliser use in the long term.

Amundi Actions

The engagement with the company started in 2023 and we aim to follow up on the company’s
strategy for and progress on becoming nature positive in 2024,/2025.

Engagement Objectives

- Encourage transparency pertaining to the downstream biodiversity risks associated
with the use of its fertilisers. While the company states that conducting biodiversity and
nature assessments, including with the TNFED, are a high priority, it did not appear to have
completed a downstream biodiversity risk assessment for its different types of products yet.

- Increase transparency on how the mapping of nutrient pollution and biodiversity risks is
translated into a concrete action plan that leads to becoming nature positive.

- Address opportunities, challenges, and measurable progress on increasing the share of
circular nutrients and organic-based fertilisers in the company’s portfolio.

- Monitor the company’s actions in light of the goals it has set (such as its nutrient-use
efficiency on field practices, “new business models” revenue growth and the role of circular
and organic based solutions in achieving revenue targets).

Engagement Outcomes and Issuer Momentum

The company is seeking to establish a more granular understanding of the downstream
biodiversity risks associated with the use of its fertilisers to identify locations at higher risk.
This includes analysis of water quality, risk of nutrient loss to the environment exceeding the
tolerance levels of local habitats, key biodiversity areas adjacent to agricultural activities and
databases giving more broad information at the landscape level. However, investigations on
biodiversity risks are still in an exploratory phase and an approach has not yet been defined. The
company is researching the risk associated with fertiliser applications on farms, suggesting that
risk must be considered at a specific and local level. Following the mapping and development
of this understanding around nutrient pollution and biodiversity risks, the next stage will be to
identify the appropriate mechanisms to set up a response and assist farmers in mitigating this
risk. This project is still in an exploratory phase, and the approach that will prove most useful
moving forward is not yet determined.
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Furthermore, the priority of the company’s nature positive approach is to avoid the conversion
of additional land, meaning it must consider the nutrition of plants and soils to maximise the
utility of existing agricultural lands. The role that circular raw materials play in its relatively
ambitious New Business Models 2025 sales target is modest. The company is cautious around
the scale of financial opportunity that circular raw materials bring today but sees value in
being part of that market, as products could gain market in the mid-term, when the economics
and regulation begin to align. The company expects exponential growth, mainly stemming
from its digital tools for plant nutrition. However, it is investigating several projects aiming to
use manure and animal waste as raw material. Projects include liquid products that include
wastewater, digestate, or manure, as well as more complex pellet production, and organic base
fertilisers with specific nutrient profiles that can be customised.

The company flagged challenges that arise for manure-based fertiliser application due to
the political guidelines and variations in the classification of organic farming. By contrast, the
company would see economic opportunities in circularity and the extraction of nutrients from
manure and animal waste to create fertiliser products if they are a) pelletised (and thus easy to
transport), b) tailored to a specific nutrient profile and ¢) compatible with precision application.

While we appreciate the company’s ambition, we did question to what extent the company’s
actions are aligned with its goal setting. They mentioned how best practices in farming can
improve nutrient use efficiency by 20% against an EU target of reducing nutrient loss to the
environment by 50%, but did not comment on how product design can facilitate this. In its
“new business models” segment, revenue grew from USD 6 to USD 22 million between 2020
and 2022, against a target of USD 1.5 billion by 2025, which raised questions with regards to
the feasibility of reaching the goal. In addition, it was not clear what role organic and circular
solutions will play in achieving the target.

Next Steps

Our follow up will be focused on the following recommendations:

1. Identifying and disclosing locations where its products have been used that are high risk or
rising risk of biodiversity loss from nutrient pollution,

2. Publishing the conducted LCA of circular fertilisers versus fertilisers with more efficient
application,

3. Publishing revenue % coming from circular and organic products.

In the longer term, our engagement focus will lie in encouraging increases in the proportion
of revenue allocated to circular and organic products within the New Business Models target.
While these engagements (and the topic) are still very new, we see an opportunity to encourage
greater business resilience pertaining to fertiliser-based risks and look forward to following the
company’s progress.
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Atmospheric aerosol loading

Atmospheric aerosol loading refers to suspensions of solids or liquid particles in the air such
as smoke or dust. These can be anthropogenic or natural (such as desert dust and soot from
wildfires). Their levels impact climate and precipitation cycles such as monsoon systems.
Quantifying this boundary is made difficult due to the multiple natural and human causes, as
well as large differences in the seasonality and geographic distribution of aerosol loading. A
provisional global boundary has been set by scientists and has not yet been exceeded, but
evidence suggests that in certain parts of the world, regional levels may likely be exceeding
this boundary. With this boundary, there is a clear interconnection between environmental
and social concerns, such as the link between addressing air pollution and improved health

outcomes.

. Engaging on Air Pollution

Context

Air pollution is one of the greatest environmental
risks to health, and an issue that remains poorly
addressed at both a societal and corporate
level. According to the WHO,*? 99% of the
global population breathes air that exceeds
WHO guideline limits and contains high levels
of pollution. These key pollutants include
particulate matter™ (NOx), and Sulfur dioxide
(SOx). Outdoor air pollution is estimated to have
caused 4.2 million premature deaths worldwide
since 2019 and is the leading environmental
cause of death annually.™ Thus, addressing air
pollution is a key public health problem and a
core target in the SDGs.'?

Air pollution also represents a business risk
for companies. Some 1.2 to 1.8 billion workdays
are lost globally due to air pollution, based on
various estimates,”* a number that is expected
to grow to 3.8 billion by 2060." The cost of air
pollution was accounted to be 0.3% of global
GDP (equivalent to USD 225 billion in 2015)
and is projected to reach 1% of global GDP by

2060." In India alone, one study estimated
that employee productivity decreased by 8 to
10% on high pollution days in 2019, resulting in
estimated losses of USD 24 billion, equivalent
to the entire pharmaceutical industry’s annual
production in the country.

These impacts for corporates are not limited
to productivity. They have also been shown to
influence consumer behaviour and spending due
to changes in consumers’ willingness to venture
outdoors. One study in Spain that examined
credit-card data found that a 10% increase in
PM2.5 led consumers to spend between 20 and
30 million euros less per day."® Furthermore,
in India, a 2019 study found that air pollution
caused a 1.3% reduction in consumer spending,
equalling losses of USD 22 billion.” Evidence
also brings to light a potential risk between air
pollution and stock market returns, as numerous
studies show a strong correlation between air
pollution and stock returns in US. China, Canada,
and the Netherlands, among other regions."™

109. https:/www.who.int/news-room/fact-sheets/detail/ambient-(outdoor)-air-quality-and-health

110.Pproxy indicator for air pollution that includes sulfates, nitrates, ammmonia, sodium chloride, black carbon, mineral dust, and water
1. UN, “UN General Assembly declares access to clean and healthy environment a universal human right,” United Nations, July 2022.

[Online]. Available: https:

news.un.org/en/story/2022/07/1123482. [Accessed 20 August 20231

12.SDG 3.9, 71.2, and 11.6.2

113. https://shareaction.org/reports/clearing-the-air

4. https:/www.cleanairfund.org/news-item/how-does-air-pollution-affect-businesses/#:~:text=Air%20pollution%20is%20bad %20

forand%20experience%20reduced%20cognitive%20performance

115. OECD, “The economic consequences of outdoor air pollution,” OECD, 2016

116. https:

cdn?2.assets-servd.host/shareaction-api/production/resources/reports/Clearing-the-Air.pdf

L. Liu, J. Fang, M. Li, A. Hossin and Y. Shao, "The effect of air pollution on consumer decision making: A review,” Cleaner Engineering &

Technology, vol. 100514, 2022

117. Dalberg, "Air Pollution and Its impact on business: The Silent Pandemic,” Clean Air Fund, 2022

F. Holub, |

Hospido and U. Wagner, “Air pollution and labour supply: Evidence from social security data,

IZA, 2016

118. https://cdn2.assets-servd.host/shareaction-api/production/resources/reports/Clearing-the-Air.pdf

I. Levy and J. Yagil, “Air Pollution and Stock Returns,” Journal of Economic Psychology, 2013
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While these systemic risks are difficult to manage
at the individual corporate level, corporates
also face risks related to growing regulation on
air pollution. While air pollution standards are
nothing new, many governments and countries
are strengthening their regulations on the topic.
Since 2016, 21 new countries have adopted
policies for cleaner air, bringing the total up to
108 as of 2021. The WHO also updated its air

Amundi Actions

Air pollution is a key issue for a wide variety of
sectors, corporates, and geographies including
but not limited to energy, extractives, and
industrials in direct operations, as well as vehicles
in terms of downstream impacts. One of the key
ways we engage on this topic is via our quarterly
controversy screening, which helps to highlight
companies facing controversies related to air
pollution. In 2023, Amundi engaged with a
number of companies on the issue, primarily in
utilities, chemicals, O&G, and mining & metals,
among others.

One such company was a US steel company that
has faced significant allegations of environmental
regulation violations and associated penalties,

Engagement Objectives

Key objectives for the company were as follows:

1. Improved processes to address and
remediate air pollution footprint including air
monitoring, thresholds for particular matter,
capex for pollution prevention Technologies,
and community grievance mechanisms to
better address air pollution concerns.

Outcomes & Issuer Momentum

While the company has been happy to speak with
us about the issues, they unfortunately have not
yet demonstrated much concrete progress. First,
the company does not have any compensation
linked to their NOx target, as they see it as more
important to focus on environmental awareness
every day through training, leadership visibility,
and award programs. We pushed back on this
to stress the importance of linking pay to public
targets, but also pushed for increased KPIs on
training and implementation of their air-pollution
strategy across the company.

pollution guidelines in 2021. These are intended
to provide science-based guidance for countries
and municipalities to set sound air emissions
standards to encourage tighter regulations
globally. Thus, companies must take into
account existing and emerging policies on air
emissions standards or face fines and potentially
shutdowns of operations.

paying out almost USD 15 million in penalties,
fines or financial settlements in recent years due
to air pollution issues at various sites across the
United States. The US Environmental Protection
Agency even flagged two of their sites as being
among the ten largest emitters of various air
pollutants in the USA. The company was flagged
via our controversy monitoring, and due to the
repeated nature of the offense and the issues,
we decided to engage with the company on
this topic starting in 2022 and continuing into
2023. The company had targets to ensure 10%
reduction in NOx emissions by 2030 and 100%
compliance with permits, however, despite the
targets, air pollution issues continue.

2.ESG linked Remuneration tied to permit
compliance and air pollution targets.

3.Set goals for other air pollutants beyond NOx.

Furthermore, the company does not have any
compensation tied to penalties for air pollution
imposed by government agencies. However,
they did indicate that they have internal metrics
for compliance, with each plant having a target
(air pollution among other key metrics). At
the plant level, there is compensation tied to
these targets. We re-emphasised the need for
the central company to also tether pay to air
pollution (where relevant) because it is the
central team that drives budget and other
considerations which can have an impact on a
plant’s ability to meet these targets.
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In terms of setting targets on other air pollutants,
the company is in the process of considering it,
but they have been hesitant to do so because of
the changing regulations by the US EPA. They
want to wait until developments with the EPA
are confirmed to decide. While we understand
this, we think setting targets can be a way to
better prepare for evolving regulation. For
example, as mentioned above, there already exist
resources such as WHO air emissions standards
for the company to use as a reference to create
meaningful thresholds.

The company also mentioned the issue of
competing interests at the plant level, such as
the challenge of balancing air emissions goals
with other key ESG topics, such as climate and
GHG emissions. For example, many existing
technologies for reducing air emissions are very
energy intensive, so they need to make sure
they are able to achieve both goals and in the

Next Steps

Air pollution issues are often put on the back
burner when it comes to ESG priorities in favour
of other challenges, such as climate. However,
air pollution cannot be ignored, due to clear and
present risks. We understand the challenges this
company faces in balancing ESG priorities, but
also think there is more work that can be done.
The company has ageing assets that will likely
need to be decommissioned at some pointin the

near term may not have the energy resources to
sufficiently meet both at the same time.

However, more positively, the company is
beginning to take a more proactive approach
to managing these community concerns around
air pollution to better address stakeholder
grievances in a more proactive, as opposed to
reactive, way. For example, they established
a community advisory committee for one of
their heavily flagged sites. This committee
aims to better communicate what they are
doing to address pollution, while also working
to understand specific community concerns.
We see this as a step in the right direction, but
emphasised to the company that the output
from this needs to include actual outcomes
related to the core issues (such as air pollution)
and not just philanthropic efforts. We see this as
something to dive into in more detail next year.

near future, so investing heavily in air pollution is
less of a priority (the company likened it to a
car that is constantly breaking down). This is not
sufficient. We will continue to push this company
to ensure that top management understands
this is a priority and if we do not see an evolution
we may consider escalatory actions.
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Other Initiatives that Support Natural Capital Preservation

The planetary boundaries provide a scientific framework for understanding how environmental
factors affect Earth’s systems, but many human and corporate actives that drive impacts on
natural capital and biodiversity loss may cut across multiple drivers and planetary boundaries
at once. As investors, it is often important to focus engagement efforts on the topics/actions
that are most material and where engagement can present the highest opportunity for positive
impact. In this section, we will explore some topics that may not fit precisely into a single
planetary boundary but are essential for investors all the same.

J. CDP Non-Disclosure Campaign

As a proponent of transparent and consistent
corporate disclosure on material ESG metrics,
Amundi is a firm supporter of CDP (Carbon
Disclosure Project), a not-for-profit organisation
that runs a global disclosure system covering key
environmental issues, including climate change,
water management, and deforestation. Amundi
has supported CDP since 2004. Over time,
CDP’s reporting platform has become a widely
recognised standard for stakeholders such as
investors, corporations, governmental agencies,
and NGOs, who place significant importance
on gathering information about environmental
issues across various sectors and regions. This
is achieved thanks to a consistent and detailed
approach based on a set of well-structured
questionnaires.

Amundi Actions

At Amundi, we have endorsed CDP from the
start. We use its dataset and reporting platform
to assess issuers in our investment portfolios
and their issuer exposure to environmental risks.
In addition, CDP represents a great opportunity
for engagement when dealing with companies
that are still early in framing their ESG strategy
and struggle with their environmental reporting.

119. https:/www.cdp.net/en/reports/downloads/7561

Every vyear, CDP runs the Non-Disclosure
Campaign (NDC). This is a collaborative
initiative enabling investors to work together on
engaging companies that have not previously
responded to CDP’s questionnaires and
encourage them to disclose environmental data.
The NDC plays an important role in boosting
corporate  environmental transparency. In
2021, CDP calculated that companies engaged
collaboratively by investors through the NDC
are more than twice as likely to disclose via CDP
than when they are simply invited to disclose by
CDP alone (CDP Non-Disclosure Campaign 2021
Results report).m”

Outside of the official CDP campaign, Amundi
also engages directly with companies to
encourage CDP disclosure on climate, water,
and forest.

Key Objective of Engagement Campaign
Amundi’'s participationinthe NDCisanillustration
of our active support of CDP, and our key
objective of encouraging companies to disclose
environmental data in a manner consistent with
peers using a third-party reporting standard.
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Engagement Outcomes

In 2023, more than 288 institutions participated
in this collaborative engagement. We observed
continued progress in the fulfiiment of CDP
questionnaires by corporates overall, including
some of the 25 for which Amundi was lead in the
official CDP engagement. Qutside the CDP led
initiative, we engaged an additional 90 issuers
directly, for a total of 115 companies engaged.

In terms of results, we found that the topic of
forests and deforestation remains the most
challenging. We also see greater opportunities to
achieve positive results on CDP water disclosure,
considering the strong success rate that Amundi
had for CDP water in 2023.

Graph 18: CDP 2023 Non-Disclosure Campaign Success Rate

Climate

B Overall CDP non-disclosure campaign

e: CDP, Amundi

Forest

Water

B Amundi

Success rate of Amundi CDP Engagements within the Official CDP Non-Disclosure Campaign (NDC)

compared to the CDP NDC overall.?°

As in previous years, progress was the strongest around completion of the climate questionnaire,
and still much slower on the forest questionnaire. This reflects a relative lack of corporate focus on

deforestation.

Next Steps

Engaging with corporates to disclose with CDP
is one of the fundamental objectives we set
out for companies on the themes of climate,
water, and forests. This is done both directly,
through Amundi’s specific engagements, and
collaboratively through the official CDP NDC
campaign. Disclosing through CDP is important
for Amundi, and we may escalate on issuers that
have not addressed the CDP questionnaires for
two consecutive years.

nts within the CDP official cam

Going forward, Amundi will keep engaging
through both direct and collaborative efforts
with companies that have yet to respond to CDP.

naign and not all CDP related engagements in 2023
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K. Engaging on Circular Economy

Context

Our economic model is based on the
overexploitation of finite natural resources. In
the face of climate risks, resource depletion and
ever more fragile ecosystems, we have reached
a turning point. The current means of operations
- our linear economic model, which consists of
production, consumption and waste generation
-isno longer sustainable. It is having devastating
impacts on our environment by contributing to
the decline of biodiversity and the aggravation

Amundi Actions

Amundi began engaging on circularity in 2020,
starting with a pool of roughly 30 companies in
four sectors: textiles, construction, automotive
and TMT (including e-waste). To compare and
contrast levels of awareness and practices,
companies were selected from a broad range
of regions, including developed and developing
markets. However, we noticed that many of the
US-based companies selected were reluctant to
engage on this topic.

of climate change. It is therefore critical that we
transition towards a circular economic model.
Under this system, environmental impacts
are less damaging, because the life-span of
produced goods is extended, waste generation
is limited, and any waste created is treated
properly, closing the loop. This model relies
upon eco-design, reparability, durability, and the
second-hand market.

In 2023, we continued pushing companies
to make their business model circular and to
increase transparency on this topic in their
reporting, engaging an additional 120 companies
in 2023. Engagements were conducted in a wide
range of sectors, from materials, automobiles,
consumer goods, and healthcare equipment,
among others. Within this group of companies,
our engagements also began to focus on the
sub-topic of e-waste.
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For two of these sectors, the ESG positioning can be seen below.

Fast - Clear risks in the fast fashion™ sector if they fail to address their environmental impact. The business
model is based on over consumption and disposability which has led to a declined in garment
utilisation rates by about 36% in the past 15 years. Fast fashion brands are also producing twice the
amount of clothing today compared to 2000%?? leading to roughly 1.92 million tons of textiles waste
being produced every year. This equates to roughly a truck full of clothes that end up in a landfill
every second™,

Fashion

- This waste has a cost both to the environment, but also to the governments and municipalities
who must manage this waste. Many governments are now looking to develop laws to transfer this
cost to the brands churning out the clothing. Law already exists in certain European countries and
the EU Commission for example is considering mandatory and harmonised Extended Producer
Responsibilities laws for textiles in EU member states.” Thus, if companies are not prepared to
incorporate circularity into their business models, companies can face cuts to their margins in a
sector that is already defined by tight margins and heavy competition.

E-Waste - One of the fastest growing categories of waste e-waste is expected to have 3-5% annual growth
suggesting that over time e-waste could far exceed other waste categories 66.

(TMT)

- 80% of e-waste is improperly handled and its accumulation in landfills represents an economic and
social risk as well as a business opportunity.

- E-waste contains toxic and persistent materials and improper disposal can lead to the
contamination of water supplies, air and soil due to the potential leakage of toxic chemicals such as
lead, mercury, cadmium and other harmful substances.

- It can also have serious health consequences for people and wildlife; same goes for its treatment,
putting vulnerable workers at risk.

- E-waste also contains valuable elements including gold and rare earth metals, which can be
captured during its treatment representing a business opportunity

- While regulation on e-waste remains limited, we see rising regulation in developed markets to limit
e-waste upfront such as through better harmonisation of electronic components (such as universal
charging ports mandated in EU legislation). Furthermore, was developing markets have yet to ban
e-waste, we see developing markets implementing bans on importing foreign waste (such as China)
which could potentially include low value e-waste long term

For many of the companies that have been under engagement for 4+ years, we began to close
engagements to focus on other key pressing themes such as climate change and biodiversity, loss -
both of which have high overlap with circularity, meaning that we continue to drive action on many
of our underlying objectives for these companies.

Engagement Objectives

There were three broad aims for our engagement that apply to all sectors:

1. Increase company awareness regarding the definition of a Circular Economy (CE) and encourage
CE specific policies and strategies.

2. Integrate better circularity in companies’ business models to make them more resilient and
decrease the environmental negative impacts).

3. Increase reporting transparency on the issue of CE.

121. Fa
the la

st trends at a highly

\ jable price f
122. https://earth.org/statistics-about-fast-fashion-waste,

123. https:/www.ellenmacarthurfoundation.org/news/one-garbage-truck-of-textiles-wasted-every-second-report-creates-vision-for-change
such as in France and the Netherlands, https:/www.nortonrosefulbright.com/en/knowledge/publications/d07fc852/the-eus-proposal-for-
extended-producer-responsibility-for-textiles

124. https://ec.europa.eu/commission/presscorner/detail/en/ip_23 3635
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Engagement Outcomes and Issuer Momentum

We identify three main trends regarding the
Circular Economy topic:

- Generally speaking, over the past four
years, companies’ awareness of the circular

economy concept has risen sharply, and

risks linked to the supply of raw materials are
now included in financial risk maps reviewed
by the board of directors. This increased
awareness is due to several factors:

=» growing regulation of the circular economy,
identified in particular by Europe as a lever
in the fight against climate change.

=» growing risks of shortages for certain raw
materials/resources, rekindled by the war
in Ukraine and rising energy prices, even as
the exceptional drought wracked the world
in 2023 focused the attention of businesses
and citizens on water availability, the
economic war on rare metals needed for
environmental transition and the return of
the notion of supply sovereignty.

=>» NGOs and civil society have turned their
attention to waste, particularly plastic
waste, for over five years now, forcing
companies to tackle the issue head-on
to regain consumer confidence (Europe,
Japan).

- The financial risks associated with these
supply risks have yet to be quantified in
monetary terms, making them medium- to
long-term risks for which companies see it as
unnecessary to define an immediate action
plan. This leads them to bear the full brunt
of variations in the price of these materials/
resources.

- A better understanding of the circular
economy theory, particularly by specialists
in charge of sustainable development within
the company, and the identification of
supply risks are not enough today for top
management and the board of directors to
guestion the business model in depth. The
benefits of a circular business model are

not yet widely accepted, and the transition
is slow, as shown by the lack of precise
indicators on the subject (i.e.: share of sales
belonging to the circular economy).

This is why, we identify three topics on which
companies must absolutely improve:

- Top management must develop their
knowledge on the circular economy: for
CE to become a reality, management must
understand the stakes and the business
opportunities it engenders.

- Companies need to move beyond pilot
phases: many companies are still at the stage
of pilot projects when it comes to the circular
economy. If these pilot projects are necessary,
companies should ensure they are not
dragged out, but generalised to turn them
into sales vectors.

- Companies must put in place monitoring
indicators: today, indicators are non-existent
or too few and differ from one companyto
another. Therefore, we are in favour of
companies publishing a rate of circularity for
their activity.

Over the past four years, we have seen
improvements in consideration for the circular
economy within our sample of companies.
This trend is encouraging, but it is clear that
companies now face deep questions that
challenge their business models and that this
is a long and difficult process for organisations.
Indeed, this transition requires a change in
strategy and corporate culture as well as
technical modifications that take time, especially
at large international companies that must both
imagine the future of their company in a very
different environmental and social context, but
also ensure its financial sustainability today. In
short, they must invent the rules of tomorrow
while respecting those of today.
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Fashion sector

Within the fashion sector, we see a distinction
between two key groups of companies:

- Those that have been addressing circularity
(and its associated challenges) and are
already starting to scale their efforts.

- Those that are in the early days of developing
a strategy around circularity and lag behind.

Among the strongest performers, we are seeing
strong annual gains in the use of certified and
recycled content, as well as in scaling new
business models to address waste all along
the value chain (circular production processes,
packaging, and post-consumer waste/end
of life). These companies remain largely well
prepared for regulation, and we have closed the

engagements with many of them in order to
focus on those lagging behind.

Many companies, however, remain in the early
days of developing their circularity strategies
and remain largely unprepared for emerging
regulation in the industry. This is particularly
the case for many smaller, less established and
primarily online fast fashion retailers who may
not yet have a robust strategy on circularity
to respond to emerging regulation or have the
competency, know-how, and industry leverage
to scale recycled or more sustainable materials.
These companies will continue to be our focus
going forward to incentivise greater action and
momentum to catch up to their peers.

Graph 19: Engagement Results: 2022-2023 Evolution in Performance on Circular

Economy for Fashion Retailers

Amundi 2023

Some fashion and e-retailers in our sample have made significant strides on circularity in only one
year. However others have remained stagnant. Overall, the sample still lags behind best-in-class peers

previously evaluated by Amundii.

Automotive sector

The automotive sector is in full overhaul and,
in Europe, is obliged for regulatory reasons
to ensure a percentage of circularity for its
products.

Meanwhile, car manufacturers are obliged to ask
themselves many questions about the end-of-
life fate of cars, the rise of the electric car as well
as new players, such as China.
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E-Waste

While 2023 was the first year of engagement,
we observed some momentum on the subject,
but challenges remain at both ends of the
value chain. On the one hand, some companies
recently built their e-waste strategy around pure
performance rather than setting strategies to
scale it to the size of their operations (to cover
a certain percentage of operations or products

for example). This limits the transparency on
their overall ambition and performance on the
topic needed to assess whether these initiatives
are scaling. On the other hand, early adopters
who now perform relatively well have yet to
implement direct collaboration with their supply
chains on the topic of e-waste, which we seeis a
key point to press going forward.

5 Assessment at Past Recommen- Evolution in Past

Company 12

Company A

Sector:
Automobile

Country:
France

Starting Year:
2020

f

Company B
Sector:
Building
Products

Country:
France

Starting Year:
2020

f

start of campaign

- The company had
the most advanced
CE programs which
were already fully
integrated in its
overall business
strategy.

Prior to starting
our engagement
campaign, we
found that the
company already
had dedicated
strategies, initiatives
and targets in place
around circular
economy. This was
ahead of peers at
the time.

CE identified as
one of the six key
challenges of the
Group CSR strategy
Two dedicated KPIs
published each
year in the CSR
dashboard of the
annual report.

dations

- Include circular
economy targets
in executive
remuneration

- Set overarching
targets and
KPIs that relate
specifically to the
circular economy

-Scale up of
existing projects/
pilots that related
to the CE.

- Integrate circular
economy related
targets into
executives level
remuneration.

- Establish a
clearer view on
the relationship
between the
circular economy
and CO, targets.

Years

The company told us

that it would introduce

circular economy
targets in executive
remuneration which it
did in 2023.

New metrics and
targets on CE in 2022
(over 2017-2030:
80% reduction of non
recovered waste, 30%
increase of virgin raw
materials avoided via
development of CE
value chain on own
and others products)

The company has
increased circular
economy programs
at a local scale,

most advanced
developments
happening in France.

125. Due to Adidas’s progress last year we have closed the engagement publicly

Status in 2023

- Circular economy
is embedded in the
company’s business
strategy and a source of
revenues.

- We consider that the
company is at the
forefront of circular
economy in the sector
and will close the
engagement.

- We will close the
engagement

- The company remains
ahead of peers in
terms of having leading
practices on the CE

- CE targets are included
in the CSR dashboard,
which is used to
determine around
11% of CEO variable
remuneration. However,
this dashboard covers
many ESG topics, while
we consider CE as a
priority development
area for the company,
because it is a critical
lever for climate change
and biodiversity loss
mitigation

- We close the dedicated
CE engagement, as it will
be covered under the
Net Zero engagement
campaign in 2024.
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Company C

Sector: Tech
hardware

Country:
South Korea

Starting Year:
2020

f

Circular economy
commitments
generally lagged
behind those of
peers.

In 2022, circular
economy was
identified as one
of the pillars of

the company’s
new sustainability
strategy, with
resource circularity
prioritised.

2030 circular
economy
commitments
included increased
use of recycled
plastic and e-waste
takeback targets.

Limited evidence
of customer
engagement on CE.

i =Increase

transparency on
product range
circularity.

Evidence
integration of
longevity and
reparability in the
value of products.

Enhance customer
communication

to encourage
responsible
product use and
recycling.

¢ =As part of focus on

material circularity,
company set up a

circularity lab to focus

on material recycling
technologies.

- Developed polyamide

resin recycled from
oceanbound plastics
to be used in certain
product lines.

- Joined the Platform

for Accelerating the
Circular Economy
(PACE)

- Takeback efforts and

improved customer
communication
launched to facilitate
product recycling.

. =Published roadmaps

for sourcing, recycling
and distribution pillars
of the circular economy
strategy.

-Launched a waste-
battery closed loop
pilot, working with
downstream suppliers to
look at lithium extraction

- Accelerated work on
e-waste collection points.

- Started early-stage
discussions with the
Responsible Business
Alliance and the
International Labour
Organisation on e-waste
collection and human
rights.

- Considerably enhanced
reporting on circularity.

Company D

Sector:
Fashion

Country:
Spain

Starting Year:
2020

Y

CE vaguely diffused
into sustainability
strategy with little
specific language
around CE

Targets to have 25%
of garments defined
as sustainable
(according to own
definition)

Some R&D initiatives
described but
limited in scope
Plastic packaging
targets but not

in line with Ellen

MacArthur

Some evidence of
supplier training
around CE but
limited in scope

Product take

back program but
limited efforts to
engage customers
on longevity,
reparability, and the
second hand market

Create more
explicit CE
strategy with
board oversight

More clarity on
sustainable target
definitions and
more specific
targets around
recycled content/
products

Expand efforts
around R&D to
help scale circular
solutions

- Develop programs
to address end of
life of own clothing
and engage with
customers on
circularity

2022
- Specific language and

strategy developed
for CE that discusses

CE from design stage
to end of life with top

down oversight

- Target to get 50% of

products sustainable
(based on own
definition)

- More articulated

strategy around
R&D that addresses
a wide range of CE
linked problems and
how these projects
are integrated into
company operations

- Stronger plastic

packaging targets
in line with Ellen
MacArthur

- More reporting
around how longevity

and reparability are
factored into design
but lack of clear
strategy to engage

with the customer on

extending the use of
clothes

Company exceeded target
to reach 50% sustainable
products are now close to
100% internally (based on
own definition)

On track to achieve their
2025 polyester goal but

- most of that poly is from
. recycled bottles ‘

=» as of 2023 60% of their
product still came from
virgin polyester

Efforts to expand and
scale CE (such as through
R&D) is very much limited
to pilots projects where
there is little/no strategy to
explain how they intend to
scale those projects.

Company has some
evidence of a strategy
around takebacks but a

huge part of their strategy
still revolves around
donating the closes to

: charity. They did provide a

kpi that 37% of takebacks
are downcycled but this
is not reported in their
reporting
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Company E -

Sector: Tech
Hardware

Country: USA

Starting Year:
2020

f

Advanced

circular economy
commitment,
spearheaded by the
CEOQ.

- First in sector to

develop a closed-
loop process for rare
earth magnets in
2018.

Member of multiple
industry initiatives
on circular economy,
including the
Circular Electronics
Partnership.

2030 targets for
takebacks, recycled
or renewable
material packaging
and product
content.

- Further progress
inimproving
upgradeability
and reparability
of products, with
more customer
communication.

More visibility for
the Paa$S offer
contribution to
revenues

Circular economy
goals through
specific KPls.

Assessment of
product range
circularity and
publication of the
finding, ideally
using the World
Business Council
for Sustainable
Development’s
(WBCSD)
Circular Transition
Indicators.

- Progress on end of
life efforts, including
extending product
life/durability, as
well as enhancing
takeback availability
and offering customer
repairability training.

- Expand tracking of
takeback programs
beyond the US.

- Consider developing
circular design KPlIs to
evidence that pilots are
scaled.

- Publish reports on
circular economy
roadmaps and
assessments of emissions
tradeoffs of new vs
PaaS products, as well
as results of third party
product repairability
assessments.

- Streamlined device
lifecycle management.

- Submitted devices
to third party
for repairability
assessment.

-Increased
communication on as-
a-Service models.

- Delivered a fully
modular pilot product
with lowest possible
carbon impact.

Next Steps

Companies are only at the beginning of their
journey regarding the circular economy. After
four years of engagement, we have made clear
that the concept of CE should not be limited only
to thinking about waste recycling but needs to
also take into account every step of production
and use of products.

We will continue to engage companies on the
circular economy and we will try to expand our
engagement to new sectors, especially in the
USA, and to poorer performing actors. Indeed,
we believe many of the companies that willingly
participated in this initial campaign are among
the more advanced performers on this issue.
Consequently, our sample of results may not
be completely representative of each sector’s
maturity. This is why we wish to expand the

scope of our engagement going forwards.

In addition, as circularity is a rapidly evolving
topic due the innovation, scaling of business
models, and increased regulation, we will
continue to advance and refine our objectives
for sectors and geographies, building on lessons
from past engagements.

This could include specific training for board
members and key employees (such as those in
charge of designing products), integration of the
CE beyond sustainability strategies and into the
overall company strategies, and finally a timeline
for a CE action plan.

We strongly believe as well that we need
to highlight the links between the circular
economy, the fight against climate change and
the protection of biodiversity. We need to make
this clearer for companies to support them in
putting theory into practice and help them set
up the most impactful action plans.
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Case study 32: Pushing for Circularity in the Fast Fashion Sector

Context

Withing our circularity engagement, we engaged with a UK based fast fashion retailer who
demonstrated limited efforts on circularity beyond some pilot projects and ambiguous KPlIs to
improve the sustainability profile the products it sells. Furthermore, while the company had some
language around circularity and mentioned working with key groups such as Ellen MacArthur
and the Textile Exchange, they had yet to publish a full strategy around the topic that looked
at all elements of circularity from design, targets, and sourcing to consumer engagement and
end of life.

Amundi Actions
Amundi began engagement with the company in 2022 and continued to engage in 2023 on
the subject.

Our key objectives for the company are as follows:

1. Develop a robust circularity strategy that includes all relevant elements as outlined by Ellen
MacArthur (design, training, sourcing, end of life)

2. Develop more stringent targets on products including efforts to increase recycled content in
products

3. Improve circularity in the supply chain by engaging with suppliers and developing capacity
programs to help suppliers improve environmental performance.

4.Increase customer engagement on circularity by developing strategies to increase the
longevity of products, repair/customisation programs, and other programs to encourage
recycling and reuse on the second-hand market.

Issuer Momentum and Outcomes

After two years of engagement, despite public promises, the company unfortunately has still
yet to publish their circularity strategy which they promised to do by the end of 2023. For
many of the objectives above they mentioned that these topics would be addressed in their
strategy. They did however indicate that they are exploring circular business models including
pilot projects with the secondhand market to support resale and rental programs, but they
were unable to share any more details. In terms of targets, the company did not yet indicate if
they would update their targets. In their 2022 report their targets were vague and long term
focusing on “improving the recyclability and sustainability of products by 2030”. There was also
no granular figure yet published against this target. The company mentioned that in the future
they would be disclosing more quantitively figures and pathways for prioritising high impact
materials. We welcome this in the future, but also hope they can speed up their target as 2030
is long way off and many peers are already reaching similar targets that they aim to accomplish
by 2025. On suppliers, we also did not see much momentum, but the company promised that
more would become public once their circularity strategy is published.

Next Steps

We have found this lack of progress concerning because the company continues to lag
significantly behind peers. Also, despite promises, they did not publish their strategy in 2023.
However, we suspect that part of this could be because the company was under scrutiny from
the UK regulator regarding if their eco-claims would constitute greenwashing. While there
has been no verdict regarding that investigation, we wonder if this has led the company to
reconsider launching their circularity strategy. Going forward we will dive deeper into this for
our engagement and push the company to still publish a meaningful circularity strategy that is
impactful and aligned with industry best practice to avoid greenwashing risks. If we continue to
see no evolution, we may consider escalatory actions in the future.
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Case study 33: Engaging on e-Waste with ILIAD SA

Context

lliad SA, a European Telecommunication Services company, relies heavily on electrical and
electronic devices through its assets and stores. Internally, Iliad operates data centres and tower
telecommunications to provide its customers with internet and telephony services mainly.
These same customers can also purchase equipment such as mobile devices and TV/Wi-Fi/
Smart boxes which ultimately produce e-waste. In October 2023, the European Commission
has notably set recommendations to member states to improve “the rate of return of used
mobile phones, tablets and laptops and their waste,”'?® which will later impact lliad for example.
Additionally, lliad is currently improving its ESG disclosure with a growing sustainability team
and, prior to engagement, was already in the process of improving transparency and strategy
on multiple ESG related topics including circular economy.

Amundi Actions
Amundi began engaging with lliad SA in 2023 on the topic of e-waste and circularity.

Key Objectives for our engagement were as follows:

While the company was already working on the topic. The objective of our engagement was to
accelerate momentum and drive awareness that this is an investor concern. More specifically,
our key objectives for the company were as follows:

1. Encourage higher collaboration with the entire value chain (ranging from manufacturers,
distributors, to end users to collectively deal with E-Waste).

2.Increase transparency on the share of reused, refurbished and recycled products using
these distinct categories.

Engagement Outcomes and Issuer Momentum

While lliad SA had already started its journey in E-Waste, the details of the strategy were not yet
available at the time of the engagement. However, shortly after the engagement, the company
did in fact publish a detailed strategy on E-Waste demonstrating that the company considers
it an important topic as well. This complete and detailed strategy regarding included the topic
of E-Waste which the company addresses with a strategy supported by ambitious targets and
detailed reporting (e.g., share of reconditioned phones sold, circular programs for data centres
and network equipment, lliad’s branded products eco-design).

While the evolution is not necessarily attributed to Amundi, it is a clear positive step in the
right direction and provides an opportunity for Amundi to drive further action on the topic
going forward by diving into the key axes of a robust e-waste strategy. For example, they
have partnered with multiple local third parties to achieve its circularity targets”” and for the
moment, this detailed strategy focuses mainly on its core market (France, 65% revenue in 2023).
Their expansion to other markets would be beneficial to promote best practices (reporting,
targets and local partnerships). Moreover, lliad does not engage with suppliers such as phone
manufacturers who have specific and existing e-waste expertise. We think better engagement
with these suppliers would improve re-usability and provide more industry consistency around
e-waste recycling which ultimately would better support lliad’s circularity goals.

Next Steps

We welcome lliad efforts to develop their strategy on e-waste but we do think their partnerships
still require further transparency in the future including their relative performance regarding
reuse, refurbishment and recycling. We would also appreciate a strengthened collaboration
with manufacturers to limit E-Waste upfront.

We will continue to engage with ILIAD SA on E-Waste and will widen our engagement pool
to continue to benchmark best practice and push the entire sector up to push for increased
awareness and accelerated action on the topic.

126. COMMISSION RECOMMENDATION (EU) 2023/2585 of 6 October 2023 on improving the rate of return of used and waste mobile
phones, tablets and laptops

127. (Recommerce and ateliers du bocage, Certideal and PRS)
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Engaging on Circularity with the Forum pour l’Investissement
Responsable

Every vear since 2020, the Forum pour I'Investissement Responsable (FIR)"?® has conducted a
campaign to engage CAC 40 companies by asking a series of written questions on ESG issues
at the annual general meetings of companies in the index,”® one of which concerns the circular
economy.’*°

In 2023, Amundi took an active part in the analysis and rating of responses given by CAC 40
companies on the circular economy question.

Engagement objectives

We wanted to understand (to raise awareness and incentivise further action):

1. The methodology used by companies to identify risks on raw materials.

2. The calculation methodology used to assess the associated financial cost and amount (as a
percentage or in value).

3. The implementation of concrete and structuring actions in favour of a circular economy with
a percentage in sales.

The results of the FIR question revealed that we are at a pivotal moment where the level of
knowledge of companies on the subject of the circular economy is improving, but where the
switch to a circular business model is still coming up against the difficulty of turning the tables.

The first good news is that the integration of the raw material availability risks and the supply
chain risks into companies’ risk mapping is now widespread: half of all companies report having
done so. Some of the companies have illustrated their speech with examples on how climate
change can impact availability for some of their raw materials.

What we see, however, is that as soon as we ask companies to translate these risks into financial risks,
most companies do not want or are not able to provide this information. Thus, only 9 companies
out of 32 provided figures, either as a percentage or in euros (Danone, Dassault Systémes, Legrand,
Michelin, Pernod Ricard, SaintGobain, Schneider Electric, STM, TotalEnergies).

Eventually, companies were invited to assess the percentage of their sales that went to the
circular economy, and to describe the actions developed to promote the circular economy.
While all the companies mentioned actions (notably recycling and eco-design), no company
indicated quantitatively the proportion of its activities that contribute to the circular economy.

end, FI ( \are in each compa ( ng it the right to ask written questic ahea f their genera eeting

The 2024 FIR Engagement Report is available here (ir



https://www.frenchsif.org/isr_esg/
https://www.frenchsif.org/isr_esg/plateforme-engagement/questions-esg-en-ag/
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In sum, companies are becoming more familiar with circular economy theory, and in particular
with the hierarchy of solutions (avoid, reduce, reuse, recycle), but the actions taken are still at
the pilot or isolated stage. Besides, while companies have a strong grasp of risks due to raw
material availability, particularly in terms of supply, they are still perceived as medium- and long-
term issues that do not require immediate action, and financial analysis of these risks seems
underestimated compared with what the scientific research says. As a result, companies tend
to postpone the moment when they need to re-evaluate their business model in light of the
imperatives of the circular economy, and today favour actions such as recycling or eco-design,
which do not solve the problem, but which they can highlight in their communications. Today,

the circular economy needs to be considered from the outset of a project/product and needs
to become an integral part of a company’s strategy. It's also revealing that not a single company
was able to share its sales figures for the circular economy...

Going forward, in our furture discussions with CAC 40 companies on the circular economy, we'll
make sure to share best practices, in the hope of seeing better integration of a circular offer and
companies rethinking their business models.
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Social Cohesion: Human Capital & Human Rights
and Product Quality, Client Protection & Societal

Safeguards

Promotion of social cohesion is necessary to
support a fair and orderly transition to a low-
carbon economy. At Amundi, our social cohesion
pillar consists of two engagement categories. The
first, Human Capital and Human Rights, focuses
on companies’ workforce and value chains, whilst
Product Quality, Client Protections & Societal
Safeguards, which considers the extent to which
companies meet their client commitments and
behave ethically and responsibly.

The relationship between human capital and
corporate performance is well established,
making it a highly material issue for companies

across all sectors.™ Effective human capital
management enhances financial outcomes
both directly and indirectly, by influencing

employee motivation and building skills as well
as reducing voluntary turnover and enabling
positive operational outcomes.”® Workers who
are adequately compensated and perceive
their working environment to be safe and
supportive are more likely to remain with their
employer.® This is especially important in a
rapidly developing economic and technological
context, where employers’ skills requirements
are changing rapidly and there is a need to retain
and retrain staff to avoid disruption from new
technologies.®™ Moreover, growing complexity
of the environment also requires diversity of
backgrounds and thought for companies to
deliver innovation and financial performance,
a relationship demonstrated in a study of 1775
companies.’® Therefore, at Amundi we engage
with issuers on multiple aspects of human capital
management, including safe working conditions,
diversity and inclusion and living wages.

131. https:
132. https:
133. https:
134. https:

psycnet.apa.org/record/2011-00496-001
journals.aom.org/doi/abs/10.5465/amj.2011.0088
journals.sagepub.com/doi/full/10.1177/0143831X18757058

Respect for fundamental human rights not only
supports companies’ social license to operate
but can also support their human capital
strategies. For instance, a 2018 study conducted
on a sample of 19,357 employees from 3l
countries demonstrated a consistent positive
relationship between job insecurity and turnover
intentions,*®  whereas another study of over
6,200 workers showed that turnover intentions
are strongly related to employee perceptions of
safety climate in their organisation.””” Respect
for human rights is also increasingly a matter of
regulatory compliance, with mandatory human
rights due diligence legislation being introduced
in multiple parts of the world to address
concerns about forced labour, child labour and
poor treatment of workers. Additionally, having
solid due diligence processes in place should
enable companies to prevent the operational and
reputational risks that can result from allegations
of human rights abuses. As such, we engage
with companies to ensure that they mitigate
human rights risks in their own operations and
supply chains and are adequately prepared for
upcoming regulatory changes.

www.sciencedirect.com/science/article/pii/S0003687015300922

135. https

www3.weforum.org/docs/WEF_Future of Jobs 2023.pdf

136. https
137. https:

academic.oup.com/ej/article/130/631/1898/5824627

www.sciencedirect.com/science/article/pii/S2211335521001923
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customer inclusion, companies can develop new
market opportunities and deliver innovation in
the longer term. Therefore, our engagement

Our engagements with companies on product
quality, client protections & societal safeguards
not only support a broader commitment to

a just transition but also reflect the material
importance of responsible corporate conduct in
these matters. Incidents such as product recalls
can undermine public confidence in the ability
of businesses to ensure product safety,®® while
the rapid development of digital technology
leads to mounting societal and regulatory
expectations that companies balance profits
with user privacy to maintain their social license
to operate and avoid costly fines. Irresponsible
tax behaviour, meanwhile, can be damaging for
brand value.®® Moreover, we recognise that by
promoting access to products and services and

includes efforts to:

Develop societal safeguards that
mitigate against the systemic risks which
can affect the company’s value and
reputation in the long run,

Protect the safety of clients and
customers to maintain their trust, and

Promote access to basic products

and services, particularly for under-
served markets, and to ensure that the
company’s offering continues to match
changing societal needs.

138. https:/www.cambridge.org/core/journals/management-and-organization-review/article/all-supply-chains-dont-flow-through-

understanding-supply-chain-issues-in-product-recalls/D72C87AIF0246E88C75C5637D83C601E

139. https:

publications.aaahg.org/jata/article-abstract/39/1/67/9051/An-Examination-of-Reputational-Costs-and-Tax
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This section reports on our 2023 engagements
on the topics of human rights and human capital.
Throughout the year, we continued to advocate
for corporate respect for human rights, including
adoption of robust human rights policies and
practices, as well as addressing forced labour
risks. We also started dedicated engagements
focusing on the implementation of effective
grievance and remedy mechanisms. We
additionally engaged on the promotion of safe
and healthy working conditions, across sectors
ranging from mining to interactive entertainment
and companies from the gig economy, and
continued and expanded our living wage
engagements focusing on companies’ direct
and supply-chain employees. Our diversity and

inclusion efforts were reflected in the dedicated
direct and collective engagements on gender
diversity, including the launch of a German
chapter for the 30% Club, and a second year
of engagement on the inclusion of people with
disabilities in the workplace. We also continued
our engagement on a just transition towards a
low-carbon and sustainable economy, reflected
in formal strategies and underpinned by respect
for social dialogue, expanding this work to
sectors such as oil and gas, banking and utilities.
And lastly, we continued to advocate for more
robust social disclosures through our regular
participation in the Workforce Disclosure
Initiative.

A. Engaging to Promote Corporate Respect for Human

Rights

Context

Failure to respect human rights can have
negative financial consequences for corporates,
through operational disruptions, supply chain
vulnerabilities and loss of social license to
operate. The UN Guiding Principles on Business
and Human Rights (UNGPs) provide specific
directions as to how companies can meet their
obligations to respect fundamental human rights
and places an expectation on them to address
human rights harms they may have caused or
to which they may have contributed. These
prescriptions are now increasingly reflected
in due diligence regulations that are gaining
momentum and are shifting from voluntary
towards mandatory obligations. In 2022,
human rights due diligence expectations were
introduced by the governments of Japan and
Brazil. In 2023, in Europe, progress was made
on the Corporate Sustainability Due Diligence
Directive, which, if enacted, would take steps
to address major human rights risks in their
supply chains. The German Supply Chain Due
Diligence Act also came into force for larger
German corporates. In September 2023, South
Korean lawmakers proposed a bill that would
mandate human right due diligence in supply
chains if passed. In the US, despite the absence

of a nationwide mandatory human rights
diligence regulation, the California Transparency
in Supply Chains Act requires companies within
its scope to publicly disclose their efforts to
eradicate human trafficking and modern slavery
in their operations. Meanwhile, the updated
OECD Guidelines for Multinational Enterprises
also broadened the scope of human rights due
diligence to include their downstream value
chains. These prescriptions impose greater
due diligence and reporting obligations on
companies, but also provide greater clarity
on how businesses can uphold their social
responsibilities.

At the backdrop of these developments,
Amundi continues to engage with companies
to ensure their observance of human rights. In
2023, as part of our Responsible Investment
Policy update, we published a dedicated
Human Rights Policy, which, in line with the UN
Global Compact, underscores our commitment
to respect the human rights principles set
up by the International Bill of Rights and the
International Labour Organization’s Declaration
on Fundamental Principles and Rights at Work,
and guides our engagement on the topic.
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The policy focuses on engaging with corporates
on the protection and promotion of respect
for human rights (in direct operations and
throughout the value chain), by ensuring that
companies are taking the necessary steps
to identify salient human rights risks within
their global operations, prevent abuses before
they occur, and provide or enable effective
remediation where required.

Amundi Actions

In 2021, we began a dedicated engagement
effort to encourage companies to adopt robust
policies and processes aligned with global norms
and best practices to foster better respect of
human rights by our investee companies. In
2023, we engaged with 152 issuers on human
rights policies, processes and strategies to
mitigate against key material risks. In addition to
this, we also engaged with issuers on a number
of human rights issues material to the company
and/or a subject of a controversy, including:

Engagement Objectives

Generally, in our
companies to:

engagements we expect

- Put in place formal Board-level and
managerial oversight and policy on human
rights

- Undertake risk assessments of human rights
indicators in operations and value chains and
disclose most salient risks identified

- Measure human rights performance through
specific KPlIs

True to our policy, our humanrights engagements
take a two-pronged approach:

- Where a company is identified as exposed to
significant human rights risks deemed not to
be adequately managed, Amundi will engage
to drive improvements.

- Forissuers that have faced human rights
controversies and have poor remediation
plans, or with which engagement has not led
to improvement, Amundi may apply overrides
on the relevant criteria of our proprietary
ESG score, and escalation could be mobilised,
from voting up to exclusion if the issuer is
deemed to be in breach of the UN Global
Compact.

- Freedom of association and collective
bargaining

- Child labour risks
- Downstream human rights risks

- Human rights due diligence and stakeholder
engagement in high-risk areas

- Right to a safe and healthy working
environment (see page 175 for further details)

- Digital rights (see page 248 for further
details)

- Carry out regular human rights due diligence
to avoid or mitigate adverse human rights
impacts

- Ensure there is a grievance mechanism to
allow stakeholders to raise concerns without
retaliation.

Our expectations also include a formal
commitment to provide access to remedy. In
2023, we conducted dedicated engagements on

this topic (see page 155).

(< (>



158 Engagement Report 2023

Social Cohesion

Momentum & Outcomes

The table below provides a sample of our 2023 engagements across a number of sectors and

geographies.

Company

Assessment at start of
campaign

Past Recommenda-
tions

Status in 2023

Additional recom-
mendations

Company A

Sector:
Aerospace

and Defense

Company recognises

key international human
rights principles and
standards (e.g., principles
enshrined in the UN Glo-
bal Compact, the United

Have a human rights
policy in place, pro-
viding the basis for
embedding the res-
ponsibility to respect
human rights across all

Company provided
some evidence of pro-
gress and efforts made
in 2023 to further de-
velop its human rights
practices, most notably:

Following 2023 enga-
gement, we refined
our expectations for
the company:

Further improve

Country: Nations' Universal Decla- business functions. transparency regar-
Germany ration of Human Rights, Published a policy state- : ding suppliers’ as-
and the International Explicate the role and ment on the protection sessment by disclo-
Labour Organization’s responsibilities of of human rights. sing a risk mapping,
core labour standards). company’s governance including region-spe-
bodies in overseeing Implemented a new hu- cific human rights
Has supplier audits and the implementation man rights organisation risks.
supply chain human of the human rights which includes a Human
rights risk assessments policy. Rights Officer. Extend risk assess-
in place. ment to tier 2 & 3
Conduct and disclose supplier levels given
Has expectations for a country-by-country the progressive risk
contractors to respect risk mapping detailing exposure higher up
the company’s so- human rights risks, the value chain.
cial standards; direct among others.
suppliers contractually )
obliged to ensure that - Apply risk .
their subcontractors assessme_nt t,o tier 2
also abide by suppliers’ & 3 suppliers’ level.
conduct standards. - Incorporate human
rights management
into the code of
conduct training.
Company B Significant exposure to KPls demonstrating Most notable progress In 2024, we will
human rights risks given the use and efficacy of = from the company has focus on setting
Sector: Food supply chain footprint the grievance mecha- been the introduction of | supply chain tracea-
Products and commodity exposure : nism (number of cases @ a grievance mechanism bility targets as an
Company has faced alle- raised each year, time- in the cocoa supply objective on which
Country: gations of human rights line for processing, % chain, and the conse- the company has not

Switzerland

abuses in the past
Company has only
recently introduced a hu-
man rights policy (2021)
and is at the start of its
journey on this issue.

resolved and so on).
KPIs related to HR
auditing process for
all tiers of suppliers
(beyond current dis-
closures).

Disclose % of transpa-
rency mapping at each
supplier tier level.
Timebound targets for
achieving degrees of
traceability.

guent introduction of
related KPIs to measure
success and progress.
Company established an
improved grievance and
reporting mechanism

in October 2021, and
we requested that they
introduce related KPIs
that inform us of its use
and efficacy. In 2022,
company published
KPIs that demonstrate
the use and efficacy of
the mechanism for the
first time in its Sustaina-
bility Report.

progressed signifi-
cantly yet.

(< (>



159 Engagement Report 2023

Social Cohesion

Company C

Sector: Sem-
iconductors
& Semincon-
ductor Equip-
ment

Country: USA

Significant downstream

human rights risk expo-

sure related to potential
product (mis-)use

Lack of a dedicated,

comprehensive human

rights policy; existing
policies and reporting fo-
cusing mainly on supply
chain risks.

However, member of the

Responsible Business

Alliance, committed

to periodic audits of

suppliers and dedicated

interventions in high-risk
geographies.

- Supplier Code of
Conduct referred to
international human
rights norms.

- Embedding human
rights into know
your customer (KYC)
procedures but
concerned about
expanding disclosures
on the matter.

Disclose specific

efforts to prevent
product misuse and

i enhancements to KYC

procedures.

. Limited progress on

both downstream due
diligence and human

¢ rights policy develop-

ment.

. =We expanded

engagement to reflect
company’s weak
performance in the
Corporate Human
Rights Benchmark.

140

: Following our 2023

engagement, we
asked the company

¢ to address minimum

expectations to im-
prove human rights

. risk management,

specifically:

-Develop a
dedicated human
rights policy
aligned with the UN
Guiding Principles
on Business and
Human Rights.

- = Disclose approach

to downstream
human rights risk
management in line
with industry best
practices. Given the
company’s limited
progress to date,
we will consider
potential further
escalation.

Company D

Sector:
Metals and
Mining

Country:
Mexico

Company has been invol-
ved in serious and longs-
tanding controversies
associated with human
rights and community
consent, including issues
around remediation of
grievances and FPIC of-
ten stemming from social
impacts related envi-
ronmental controversies
including serious spills.

Made progress to
remediate environmen-
tal controversies but
remediating human
rights related aspects
such as community trust
and grievance monitoring
remains an area of impro-
vement.

Improvements over seve-
ral years in human rights
policies and processes
but remains unclear how
and to what extent these
policies are successfully
implemented at the site
level, in a way that takes
into account the unique
contexts of sites located
in various countries with
unique challenges. For
example, while company
has signed the Voluntary
Principles on Security
and Human Rights, it is
unclear how those are
implemented in areas
that have faced conflicts
with local security forces.

Evidence of contro-
versy

remediation, including
third party evidence.

Greater transparency
on how HR policies
and processes are im-
plemented consistent-
ly across sites with
KPls, case studies,
and implementation
roadmaps.

More granular grie-
vance mechanism
reporting

including asset-level
data to monitor
year-on-year trends,
granular reporting on
severity of issues, %
resolved/unresolved
cases by year end, as
well as more clarity on
how company works
with local stakeholder
groups such as NGOs
to ensure full remedia-
tion.

Company has been very
reluctant to engage

on the topic of human
rights in past years and
provide additional trans-
parency beyond what
was already reported.
2023 engagement was
more constructive, and
company seemed re-
ceptive to incorporating
our feedback.

- Company provided
evidence of past
environmental
remediation by way of
unfunded third-party
studies. However,
they admitted that
fostering community
trust in the evidence of
remediation remains
an ongoing process.

- Company admitted
that its human rights
implementation at
site level has not yet
been successfully
standardised with
countries that have
more stringent legal
standards having
a more robust
implementation.
However, it is working
to make the system
more advanced in
geographies of looser
regulation.

Increase transparency
on how human rights
policies and pro-
cesses

are implemented
consistently across
sites with KPlIs, case
studies, and imple-
mentation roadmaps.

More granular grie-
vance

reporting mechanism
including asset-le-
vel data to monitor
year-on-year trends,
granular reporting on
severity of issues, %
resolved/unresolved
by year end.

Greater clarity on
how company works
with local stakehol-
der groups, such as
NGOs, to ensure full
remediation.

140. https:/www.worldbenchmarkingalliance.org/corporate-human-rights-benchmark
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Next Steps

In 2024, we will continue to engage with companies to promote their respect for human rights in line
with the commitment outlines in our Human Rights Policy. We will endeavour to further strengthen
our engagement with companies operating in high-risk sectors and lacking the expected human
rights policies and processes to ensure that they put in place appropriate human rights due diligence
procedures.

Case study 34: Engaging on Human Rights with a European
Defense Company

Context

Suppliers of components for aerospace and defense are highly exposed to upstream (supply
chain) and downstream (end user) human rights risks. Downstream impact is even stronger
for defense activities. For instance, companies are notably exposed to conflict minerals. In
politically unstable areas, armed groups often use forced labour to mine minerals. As such, we
believe it is necessary for companies in the sector to pay a particular attention to human rights
due diligence beyond international conventions in order to prevent human rights violations
across the value chain.

Amundi Actions

We initiated the engagement with the company in 2021. The engagement was prompted by
the company’s exposure to upstream and downstream human rights risks, given its significant
size and global presence. During our first year of engagement, we acknowledged that the
company had some of the strongest human rights practices within its peer group. It had set
up processes in place to mitigate the risk of upstream human rights violations such as human
rights assessments and a human rights policy. The company also had a robust procedure in
place to respond to any suspected cases of human rights violations in their supply chain. This
process starts with an outreach to local authorities to understand the issue at hand, followed
by third party research, and then an escalation process with stopping deals in case of human
rights violations. It became apparent, however, that the company was looking to strengthen its
compliance with a new trade purchase policy, which required enhancements to its human rights
risk management processes.

In 2023, our third year of engaging with the company on the topic of human rights, we sought
to assess progress towards the objectives set in our previous engagements.

Engagement Objectives

1. Improve the company transparency on the management of human rights issues, including
detailing key processes in place and giving more precise examples of remediation.

2.Given the sector’s complex value chain, which requires a solid knowledge of suppliers, work
with tier 2 & 3 suppliers.

3.Better describe management bodies’ involvement in the oversight of human rights matters.
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Engagement Outcomes and Issuer Momentum

In 2023, the company made appreciable progress on human rights risk management for its
upstream and downstream risk exposure. At the end of 2022, the company introduced a human
rights risk assessment tool within its Trade Compliance Program, which enables it to establish
key human rights risk indices and screen company activities across those risks. Specifically,
this analysis is carried out by country and by transaction. Analysis by identifies countries who
are not covered by international sanctions but whose violations of human rights (for instance,
acts of internal repression or experience of violent conflict) have been reported by national
and international bodies (e.g., the United Nations and the EU). Transactions involving those
countries are then highlighted and reviewed accordingly. Even though the company has not yet
responded to all of our recommendations, we appreciate the fact that it is structuring its human
rights risk analysis with the help of more advanced internal tools. Awareness is the foundation
for acting more meaningfully on human rights matters.

Next Steps

Despite improvements made by the company in 2023, room for growth still remains across
all three engagement objectives. The newly developed tool represents an opportunity for the
company to enhance its knowledge and gather information available regarding its operations
and transactions, and much progress will be driven by the analysis of information collected and
the use of this analysis to strengthen the company’s management of human rights issues. In line
with the original engagement objectives, we will therefore continue to expect the company to
publish precise locations and activities most exposed to human rights risks, giving examples of
their mitigation. Additionally, we will continue to ask for closer collaboration with its tier 2 and
tier 3 suppliers. Lastly, we will keep following with the company on these points. Finally, we are
still expecting additional disclosures on management bodies’ involvement in the oversight of
human rights matters.
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Engaging with ESG Data Providers on Core Human Rights Data

In order to more systematically assess human
rightsrisksacrosstheir portfolios, investors would
benefit from better data on companies’ core
human rights commitments. Recognising that
human rights data often lacks the standardisation
and granularity required for better decision-
making and regulatory compliance, the Church

Amundi Actions

of Commissioners for England, Aviva Investors,
and Scottish Widows organised an engagement
with ESG data providers and proxy advisors on
the basis of the World Benchmarking Alliance’s
Collective Impact Coalition. The initiative was
launched in 2023, and Amundi was amongst the
15 participating investors.

Amundiengaged with three major data providers, leading on one of the engagements and supporting

on the other two.
Engagement Objectives

The aim of the engagement is to ensure
that data offered includes human rights
fundamentals to allow investors to carry out
baseline due diligence on their investments."!
Key engagement objectives can be summarised
as follows:

- Encourage data providers to agree on the
human rights fundamentals such as whether a
company has made a commitment to respect
human rights in line with international norms
or conducted a human rights due diligence.
While scoring for the quality of existing

policies and processes may vary across
geographies, fundamental commitments
should be benchmarked against global
norms.

- View the absence of data as data: where
providers are unable to identify corporate
human rights fundamentals, this should be
a datapoint. Identifying gaps in core human
rights policies and disclosures would help to
inform investor research and engagement
activities accordingly.

Engagement Outcomes and Issuer Momentum

Throughout the year, we engaged with the three
data providers, and also exchanged feedback
and observations with the investor group.
Overall, the objectives of the initiative were well
received by the providers, and we were able
to gain deeper insights into their human rights
research methodologies. At the same time,
providers expressed interest in understanding
the rationale for going beyond aggregate ESG
performance scores and the need for underlying
data. They also demonstrated a strong persisting
focus on norms breaches as opposed to human

rights fundamentals, and in all of the meetings
we explained the need to complement this
ex-post research with an ex-ante, risk-based
approach based on companies’ management
of human rights risks that would be evidenced
in their fundamental policies and processes.
Despite these challenges, however, the dialogue
was fruitful because it brought to the surface
differences between investors’ needs and
current products on the market, which providers
can now begin to address.

141, https:/www.responsible-investor.com/comment-data-providers-and-proxy-advisers-must-step-up-on-human-rights

(< (>


https://www.responsible-investor.com/comment-data-providers-and-proxy-advisers-must-step-up-on-human-rights/

163

Engagement Report 2023

Social Cohesion

Next Steps

As an immediate next step, one company offered
to conduct a gap analysis of its offering against
investor expectations, which is a welcome
development, and we hope to continue the
dialogue with them in 2024. Another one of the
three companies was in the process of scaling
up their data coverage on human rights, and we
expect an update in the first half of 2024. More
generally, there is an understanding that more

analysis needs to be done on data providers’
methodologies in order to understand whether
the data investors are seeking is already being
collected by the providers or if meeting investor
and regulatory expectations would require
providers to adapt their existing methodologies.
We will continue to assess these questions in
2024.

B. Engaging on Forced Labor Risks

Context

Forced labour continues to be a major societal
concern that not only constitutes a breach
of fundamental human rights but also has
economic conseguences. According to the ILO,
most cases of forced labour (86%) are found in
the private sector. Almost one in eight overall are
children (3.3 million).”? Forced labour prevents
economies from fully capturing value from the
inputs of affected workers through losses in
productivity and unpaid taxes and slows progress
towards achievement of the UN’s Sustainable
Development Goals.** As governments around
the world increasingly seek to restrict imports
of goods made with forced labour, businesses
and countries can find themselves at risk of
bearing financial and operational costs of
delayed shipments, lack of access to critically
important products and disruption of national
infrastructure projects and investment in public
goods.** Countries banning the import of goods
made by forced labour include the US, Canada
and Mexico, whereas the EU, Australia and the
UK have due diligence obligations for corporates
related to forced labour and/or modern slavery
and have regulatory proposals in place which, if
passed, would introduce import restrictions on
goods made with forced labour.*®

At Amundi, we started discussing forced
labour with companies in 2021 and grew our
engagement pool on this topic substantially in
2022-2023. The aim of the engagement in 2021

was to assess how forced labour was managed
by the companies we engaged and to derive
best practices. In 2023, we were able to identify a
number of best practices and had progressively
more constructive dialogues with 71 companies
with the objective of encouraging them to go
beyond regulation in order to strengthen forced
labour risk mitigation practices.

Another important aspect of our efforts on this
theme is continuously assessing and revising
methods for developing potential solutions to
very complex and controversial issues. In this
context, Amundi has been involved in a pilot
project through a collaborative engagement with
the French Sustainable Investment Forum (SIF)
and a French non-governmental organisation,
Ressources Humaines Sans Frontieres (RHSF
- Human Resources Without Borders). The
project aims to develop a methodology for
assessing companies to reduce the vulnerability
of populations to forced labour and child labour.
In 2023. The methodology was piloted with 10
French companies. Amundi serves as lead on
two of the engagements, and we will continue
this engagement in the coming years. We expect
to progressively integrate the methodology into
our engagement with companies globally as we
refine our approach to addressing the risks of
forced labour in our investment portfolios.

142. https://www.ilo.org/global/about-the-ilo/newsroom/news/WCMS 855019/lang--en/index.htm

143. https:/www.ilo.org/wcmsp5/groups/public/---ed_norm

---ipec/documents/publication/wcms_653986.pdf

144. https://www.bsr.org/en/emerging-issues/costly-consequences-for-forced-labor

https:/www.developingfreedom.org/wp-content/uploads/2021/01/DevelopingFreedom Synopsis WebFinal.pdf

145, https://www.bloomberglaw.com/external/document/XCIUVTQSO00000/commercial-comparison-table-global-forced-labor-import-

restricti
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Amundi Actions

Sectors identified for direct engagements were
those with both direct and indirect exposure
to forced labour risks, since the nature of said
risks in the value chain will vary across sectors,
business models and geographies. At the same
time, we recognise that any company can be
exposed to forced labour risks, directly in its
own operations or indirectly via its supply chain.

Engagement Objectives

The main objectives for the engagement are as

follows:
1. Increase companies’

their mitigation.

awareness of forced
labour risks and best practice strategies for

Therefore, we also engaged with companies
facing forced labour controversies that were
identified through our dedicated controversy
review process. We expect such companies to
first remedy anyinstances of forced labourin their
operations and/or value chains, and then work
on strengthening their policies and processes to
prevent future instances of exploitation.

2. Encourage adoption of dedicated policies and
strategies to prevent, combat and remedy
instances of forced labour.

3.Increase transparency on company and
population specific risks and performance on
forced labour risk mitigation.

Engagement Outcomes & Issuer Momentum

Company baseline (year 1)

Company A Company conducts human rights
due diligence including forced
Sector: labour and child labour.
Household
& Personal Human rights and forced labour
Products topics overseen by the CEO and
the Chair of the Board of Direc-
Country: tors as a sustainability matter.
Japan

Company has a dedicated ap-
proach to prevent forced labour
and child labour risks for a dedi-
cated raw material, palm oil. It has
set a certification for palm oil to
be traceable and clean without
any forced labour: aiming to be
100% certified by 2026.

Company has in place actions to
promote the fight against forced
labour, including work with spe-
cialised NGOs.

Employees in relevant depart-
ments (e.g., purchasing) received
training on forced labour and
child labour.

Third-party and/or group proprie-
tary assessment methodologies
used to evaluate suppliers. In
2020, 94% of Tier 1 suppliers were
assessed along, with some of the
Tier 2 critical suppliers.

Past Recommen-
dations (Year of
current engage-
ment -1)

We expected the
company to focus on
expanding the tracea-
bility of purchased
raw materials beyond
palm oil, with certi-
fication targets and
timelines.

Setting up KPIs and
full public reporting
with annual updates
to reflect the progress
made. In particular,
disclose information
on raw materials

and locations most
exposed to forced la-
bour and child labour
risks in the company’s
operations and supply
chain along with risk
identification metho-
dology.

Setting up a roadmap
for the full coverage
of Tier 1to 3 suppliers
and set up a public
reporting on the
progress

Going beyond Tier
2 in supplier assess-
ments.

Status in 2023

Company’s targets
for palm oil include
the entire supply
chain, and it is wor-
king on traceability
at farm level.

Company is consi-
dering disclosing
traceability data on
other raw materials
but is unable to give
a precise timeline.

Company has not
set up dedicated
targets for forced
labour and child la-
bour risk monitoring.
Company joined the
Responsible Mica Ini-
tiative (RMI), which
aims to eliminate
forced and child la-
bor across the Indian
mica mining sites
and establish Indian
mica as a sustai-
nably produced raw
material.

Additional
Recommen-
dations going
forward

In 2024, we will
follow up on the
recommenda-
tions that were
not reached

in 2023 and in
particular, any
targets, at group
level, reinforcing
the statement of
any forced and/
or child labour
risk manage-
ment.

We also expect
to see greater
transparency on
the traceability
of any raw ma-
terial purchased
that is most ex-
posed to forced
and/or child
labour risks.
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Company B

Sector:

Electronic
Equipment,
Instruments &
Components

Country:
Taiwan

Company has faced continued
allegations of using forced labour
(involving ethnic minorities and
earlier, students) and poor wor-
king conditions in its factories.

Conducted internal and external
audits with support from large
buyers and the Responsible Bu-
siness Alliance (RBA). Provided
training to managers on forced
labour risks.

Had multiple (over 20) grievance
channels for workers, including
unions. Chairman regularly visiting
factories.

Although prior internal and exter-
nal audits had found no evidence
of forced labour, acknowledged
need to strengthen relevant po-
licies and practices after a major
controversy.

We welcomed the
company’s decision
to revise its Code of
Conduct and human
rights commitments,
and we also appre-
ciated the difficulty
of evidencing the

. absence of forced la-
 bour in its operations

which the company
sought to do. We
therefore suggested
for the following to be
included in the Code
of Conduct revision:

- Non-discrimination
against ethnic
minorities in
recruitment

- Respect for
diverse religious
and cultural

requirements.

We also encouraged

: the company to
¢ conduct pay equity

assessments to en-
sure no discrimination
between ethnic/other
minority groups

Company published
a new Global Code
of Conduct which
explicitly sets out
its human rights
commitments,
aligned with global
frameworks, as well

. as a Chapter on
- Employee Human

Rights which aligns
with the UN Gui-
ding Principles on
Business and Human
Rights.

In the Global Code
of Conduct, the
company also com-
mits to non-discrimi-
nation on the basis
of religious affiliation
and belonging to
ethnic minorities
and other vulnerable
groups (including
during the hiring
process and in em-
ployment practices,

-~ including wages and
rewards) and specifi-

cally addresses risks
relevant to student
work.

Going forward,
we expect the
company to
demonstrate
evidence of
implementa-
tion of the new
Global Code

- of Conduct
by adopting

and disclosing
relevant perfor-
mance metrics
to assess the ef-
fectiveness of its
revised policies.
We specifically
encouraged

the company

to conduct pay
equity assess-
ments to de-
monstrate that
groups that are
at risk of forced
labour receive
equal treatment.

Company C

Sector:

Consumer
Durables &

Apparel

Country: USA

Company has faced allegations of
forced labour and child labour in
various sourcing countries.

While primarily an apparel com-
pany, company produces a wide
range of products exposing them
to numerous forced labour risks in
their supply chains due to the raw
materials they use and the geo-
graphies from which they source.

Company already has relatively
strong due diligence with a public
disclosure of Tier 1 supplier list
that covers 98% of business.
They also have KPIs on factory
due diligence (audits and other
assessments) for Tier 1and some
of Tier 2.

Strong due diligence for classic/
common forced labour issues
that are present in the sector but
efforts still limited on other forced
labour challenges that the sector
faces.

2023 was year 1 of
engagement with the
company.

Extend coverage on
Tier 2 due diligence.

Create a roadmap
for other high-risk
geographies/commo-
dities that company
does not yet robustly
address.

Establish formal
policy on purchasing

¢ practices (which are

corporate activi-

ties that put undue
burden on suppliers
increasing the likeliho-
od of adverse human
rights impacts in the
supply chain)

The company infor-
med Amundi that
they are applying
the same principles
(transparency and
traceability strategy)
to other forced la-
bour risks identified
focusing on certain
geographies, fibers
or a combination of
the two. They are
working on the road
map over the next
12-18 months.

- Company’s Sus-

tainability team is
in the process of
pushing internally for
a formal policy on
purchasing prac-
tices. Company has
already completed
the Better Buying
survey to identify
key pressure points
that could be exa-
cerbating issues in
the supply chain.

Company has a
goal to achieve 75%
transparency on
tier 2 by the next

© year - they have a
. transparency and

traceability team
that is working on
diving into Tier 3 and
Tier 4.

Year one of
engagement,
therefore our
objectives re-
main the same
at this stage.
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Company D

Sector:
Textiles,
Apparel
& Luxury
Goods

Country:
China

Asian clothing company
who already has a robust
sustainability strategy
but areas to improve on
supply chain due dili-
gence to prevent forced
labour risks across global
supply chains.

Company has some
supplier due diligence in
place including human
rights policies and pro-
cesses, supplier code of
conduct and a supplier
auditing program, howe-
ver the approach is not
yet systematic to
address forced labour
risks more comprehen-
sively (strategy is more
focused on suppliers
confirming they adhere
to policies rather than
the company confirming
adherence in a systema-
tic and comprehensive
manner).

Evaluate risks of forced
labour evolvement
within the company’s
supply chain.

Enhanced auditing to
ensure suppliers’ com-
pliance with the com-
pany’s Code of Conduct
(including all of Tier 1
and more robust strate-

gy on Tier 2 suppliers).

2022

Company established
an ESG team that
reported to CEO.

2023

No concrete evolu-
tion of the company
leveraging technology
other axes of support
to better ensure due

- diligence and supply

chain traceability
comprehensively.

Company expressed
commitment to
increase coverage of
tier 1to 100% but no
clear strategy on tier
2 yet.

Goal to update sup-
plier code of conduct
to provide more
detailed indicators for
suppliers to ensure
adherence to com-
pany’s policies.

: Evidence of some
. strategy to address

cases of audit fraud
(which a rare and
strong practice for
the sector).

As our dialogue with
the company on this
topic is still relatively
new and stronger
management around
social due diligence
remains an emerging
topic for them, our
expectations remain
the same as Year 1.

Next Steps and Amundi Engagement Outlook

We noticed a mixed evolution of corporate
practices on forced labour. Companies are,
in general, becoming more aware of the
risks involved and of growing regulatory and
investor expectations. Yet, whilst companies
are increasingly able to explain the dedicated
processes they have in place to manage their
exposure to forced labour risks, we still observe
a lack of transparency on the matter, with few
disclosing, for instance, the results of their risk
assessment. Overall, while some companies
remain at the early stage of their journey, others
have progressed considerably more briskly,
and therefore the gap between laggards and
advanced companies is increasing.

Going forward, we will continue to engage
with the existing pool of companies as well as
continue to expand the engagement selection
on the basis of sector and company-specific
risks identified in our analysis. In the near
term, we hope to see companies adopt more
detailed country-by-country risk assessment
and mitigation strategies and expand their
reporting on forced labour and child labour risk
assessment and management.
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Case study 35: Engaging on Forced Labour Prevention with a

French Company Offering Advanced Solutions for Technical
Purposes

Context

In 2023, we started engaging with a medium-sized European industrial group as part of a
collaborative initiative coordinated by the French Sustainable Investment Forum (FIR), co-
leading on the engagement with another French asset manager. The company was selected for
engagement due to its involvement in four business segments, some which have much higher
levels of exposure to forced labour and child labour than others. One of these segments is
textiles - a sector widely recognised as prone to forced labour. This exposure, primarily through
the company’s supply chain, represents a risk for the company. This risk is heightened as the
regulatory attention to social issues gaining steam with recent and upcoming European and
global supply chain regulations.

By engaging with this corporate, we intend to improve awareness of forced labour and child
labour upstream risks among smaller-cap companies and encourage greater transparency on
the matter in the face of upcoming regulatory requirements and potential restrictions.

Amundi Actions

In 2023 we met the company twice. In our first meeting, we sought to gain a clearer view of
its performance on the issues of forced labour and child labour to then be able to assess any
potential improvement in relation to internal processes in place and in line with the methodology
of Ressources Humaines Sans Frontieres (RHSF). In our second meeting, we aimed to encourage
the company to improve internal processes and go beyond baseline regulatory requirements
in its efforts.

Engagement Objectives
Key objectives for our engagement were as follows:

1. To develop the company’s knowledge and awareness of the most vulnerable local populations

and internal and external risk factors, through a dialogue with local stakeholders (NGOs,
trade unions, local authorities, etc.).

2. Improve transparency on current internal practices regarding forced labour and notably to
implement a human rights policy, detailing the approach to forced and child labour.

3. This approach could be reiterated in the policy of responsible procurement in order to ensure
a closer relationship with supplier to improve their practices on the matter.

Engagement Outcomes and Issuer Momentum

By meeting with the company twice, we were able to observe some evolution over the
course of the engagement. Before the first meeting, we understood that the company had
some awareness of forced labour issues as it was able to offer a comprehensive definition of
these, referring to the recognised ILO conventions and the UN Guiding Principles on Business
and Human Rights. This is typically a good first step to understand if a company is aware of
the systemic issue of forced labour and the vulnerability of people in its supply chains. Such
knowledge will then help the company to better prevent any potential localised forced labour
instance and respond accordingly to remediate and prevent future issues with the supplier in
guestion. After our first meeting, we were reassured by the company’s knowledge of the topic,
and the fact that it was putting effort into addressing the risks involved in the textile business
segment, and forced labour risks training was provided to all employees.
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Our second meeting, however, was prompted by reduced disclosures in the documents
published on the company’s website. Specifically, the company appeared to have taken a step
back by no longer disclosing a detailed definition of forced labour. We therefore wanted to
make sure the risk was not deprioritised. The company reassured us this was not the case and
suggested that more disclosures would be forthcoming in 2024.

Next Steps

In 2024, we will first analyse any improvements regarding forced labour description and approach
since the company was keen to improve and mentioned plans to increase transparency. We will
also encourage the company to develop a human rights policy detailing its dedicated approach
on forced labour, with action plans for each business activity.

Case study 36: Engaging on Forced Labor Risk Management with
a European Communications Equipment Company

Context

2023 was our second year of engaging with a major European communications equipment
company on the management of upstream and downstream human rights risks, particularly
forced labour and product misuse. Although we originally started a dialogue with the company
in 2021, the specific risks in focus of this engagement became apparent in our research over
the course of 2022. The company operates and has suppliers in a number of high-risk countries,
and therefore addressing any potential allegations and ongoing risks was key to pre-empt
operational and reputational risks. Whilst the company already had a number of strong human
rights practices in place identified in our earlier engagement, evidence of forced labour exposure
persisted in early 2023, prompting us to focus our engagement on this matter.

Amundi Actions

We identified a number of potential improvements for the company’s practices and disclosures
through our own research and recommendations of external benchmarks, including Know the
Chain and the Corporate Human Rights Benchmark. In 2023, we continued to communicate
our expectations and assess the company’s progress in addressing the risks it faced through
concrete evidence by written outreach and a dedicated meeting with Heads of Human Rights
and Sustainable Supply.

Key Objectives for our engagement were as follows:

1. Fully map and disclose the supply chain.
2.Report on supply chain progress on key human rights issues.
3.Publish human rights risks identified in risk mapping.

4.Make a formal and public commitment to providing remedy and integrate expectations for
making a commitment to remedy into supplier code of conduct.
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Engagement Outcomes and Issuer Momentum

The company took us through its approach to supplier mapping and monitoring, as well as
mapping of human rights risks across its value chain. Further, the company participates in
a joint industry audit network, which supplements its own audit efforts. It was aware of the
controversy and associated risks and introduced dedicated supplier screening and continued
with audits and supplier training after the lifting of the Covid restrictions. The company shared
that the forced labour controversy prompted them to enhance work on human rights issues
associated with human migration as well as to strengthen social capacity building amongst
suppliers. It specifically conducted an analysis of labour rights risks impacts on its supply chain
and included ethical recruitment and non-discrimination into the supplier training agenda.

At the same time, we wanted to see stronger evidence of grievance and remediation
mechanisms working effectively for employees in the supply chain. We also identified a lack of
clarity regarding the company’s commitment to safeguard freedom of association across its
manufacturing sites and supply chain, as worker voice often helps to identify emerging labour
risks. Lastly, the company mentioned that some legacy relationships may have remained in
areas of risk.

Next Steps

The company has developed advanced supply chain risk mapping practices, and we welcome
its efforts to build supplier capacity on human rights and labour matters. Although it has made
progress on all of the key asks, going forward, we would like to see the company provide a
definitive clarification for the status of legacy exposure to areas of labour rights risks and
evidence of ending such relationships. We will also reiterate our ask to the company to formally
and clearly commit to providing access to remedy and expectation for suppliers to provide
remedy where a breach of human rights has occurred and to safeguard freedom of association
rights for workers. Finally, we would like to see the company publish longitudinal metrics
tracking supplier progress along the company’s capacity building efforts.

We will continue to engage with the company and expect to see updates in its public reporting
in spring 2024.

(< (>



170 Engagement Report 2023 Social Cohesion

Case study 37: Engaging with a US Home Improvement Retailer
on Forced Labour

Context

We started engaging with a US-based home improvement retailer in 2022 after the company
had been identified as having links to forced labour abroad via its PVC supply chain for vinyl
flooring sold in its stores. The company had been named in third party reports and also via the
US Customs and Border Protection Agency who stopped some of the goods shipped to the
company from entering the United States. While forced labour is a clear violation of the UN
Global Compact and internationally recognised fundamental human rights, it also increasingly
presents a material risk for companies who can see delayed orders, unrealised sales, and
increased costs if goods do not comply with local human rights regulations and are stopped by
customs and/or seized by authorities.

Amundi Actions

Amundi decided to engage jointly with a group of investors on the topic, so that the investor
community could provide clear and uniform expectations on the subject, which would hopefully
lead to speedier and more concrete outcomes. The engagement started in 2022 and continued
in 2023.

Our key expectations for the company were as follows:

1. Commitment to disengage from supply chain where there are identified forced labour links

2.Improved efforts to track and manage supply chains with the ultimate goal of mapping
goods to the raw material level, especially for high-risk regions and products

3.Ensure that the company is taking concrete steps to disengage with suppliers who have
links to a high-risk region, even if the supplier is not based there or if the supplier still has
links to products from that region for other clients

4.Report transparently on efforts to address forced labour risks, including providing key KPls
and proof points, such as sourcing data, audit information, and more details on how the
company’s sourcing policy and strategy is applied internally

Key outcomes and Issuer Momentum

The company was open to discussing with investors their efforts on the subject. They have a
risk-based approach and have conducted thousands of audits and verification visits to ensure
compliance with their policies. Furthermore, the company has expanded their efforts to trace
their supply chain via new technologies and pilot projects. While the company did have another
shipment detained in 2023 after the one mentioned above, they noted that US Customs did
not, in fact, halt their product in the end, demonstrating that the company’s efforts to prove
that they are not using forced labour are bearing fruits.

However, the company’s efforts remain largely re-active as opposed to proactive. Forced labour
is not limited to one region or one type of product. Thus, we pushed the company a bit more to
go further to ensure risks are addressed across regions and types of products where risks have
been identified. They shared that they were expanding their enhanced due diligence efforts
to other products such as lithium-ion batteries and aluminium. They have also increased due
diligence in emerging forced labour hot spots such as Thailand where foreign migrant labour is
posing a heightened forced labour risk.
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On transparency, however, there remain improvements to be made. The company’s public
reporting on the subject remains vague. While we understand that certain forced labour issues
are sensitive in nature, we still think there are ample opportunities for the company to improve
their reporting on forced labour including supplier lists and sourcing KPIs (average supplier

length, audit results, grievances identified, etc.).

Next Steps

We appreciate the progress the company is making on forced labour prevention and will
continue to follow up with them. While the company is willing to speak with us on the matter,
their transparency in public reporting remains lacking beyond general explanations of their
due diligence process. We hope to see more in the future but also do understand the risks

additional disclosures can pose.

C. Engaging on Grievance Mechanisms and Access to

Remedy

Context

Access to remedy is a key component of the UN
Guiding Principles on Business and Human Rights
(the UNGPs). Under the UNGPs, businesses
should provide for, or cooperate on, remediation
where they identify that they have caused or
contributed to adverse human rights impacts.'#¢
Those whose rights have been harmed should
be restored to their position before the harm
had occurred.

Yet, access to remedy is also often seen as the
most under-fulfilled UNGP pillar. This may be in
part due to the fact that there remains limited
guidance for companies on what constitutes
effective remedy. Moreover, businesses are
often hesitant to report on remediation, at
the risk of disclosing significant controversies
and suffering reputational consequences. As a
result, examples of best practice are limited."’
Instead, companies generally focus on access
to operational grievance mechanisms, which
enable the parties whose rights may have been

affected to communicate their concerns to the
company. Effective grievance mechanisms are
essential, but not sufficient to provide remedy,
however.

Meanwhile, increasing access to remedy and
strengthening grievance channels can have
material benefits for businesses. It can enhance
stakeholder trust, prevent lengthy litigation by
enabling early dispute resolution, contribute to
more robust supply chains and identify human
rights risks before they escalate or spill into
the public domain.“® Moreover, as supply chain
regulations increasingly draw on the UNGPs,™?
businesses face growing expectations to set up
processes to enable effective remediation should
harms occur. As such, companies need to ensure
that there is sufficient internal understanding,
resourcing and effective governance of remedy,
and that grievance channels are effective at
allowing stakeholders to raise concerns about
potential harms in a timely manner.

146. https:/www.ohchr.org/en/special-procedures/wg-business/access-remed

147, https:/www.bsr.org/en/reports/access-to-remedy

148. https:/www.ethicaltrade.org/insights/blog/access-to-remedy-getting-it-right-workers-while-reducing-legal-liabilit

149. See, for instance, the German Act on Corporate Due Diligence Obligations in Supply Chains and the upcoming EU Corporate

Sustainability Due Diligence Directive (CSDDD)
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Amundi Actions

Engagement Objectives
Our main objectives for this engagement stream
were as follows:

Over the past years, Amundi has regularly
engaged with issuers who faced significant
controversies or were at risk of causing social
and environmental harms to ensure that they
undertook adequate remediation and/or put in
place effectively functioning grievance channels.
However, in 2023, we also began engaging with
companies on remediation preparedness, having
observed the limitations of existing approaches
described above. Throughout the vyear, we
worked to refine our expectations through
research and conducted remedy-specific
engagements with 42 companies.

1. Encourage companies to assess the
accessibility of grievance mechanisms, to
ensure that all stakeholders (potentially)
affected by the company’s behaviour are able
to access the relevant channels, as well as to
assess the effectiveness of such channels and
make appropriate improvements.

2.Disclose grievance statistics if not already
made public.

3.Make a formal and public commitment to
providing remedy in line with the UNGPs.

4.Assess opportunities to increase stakeholder
input into remedy mechanism development
to ensure that it meets stakeholder
expectations.

Engagement Outcomes & Issuer Momentum

The table below presents our engagement efforts representing companies across a range of sectors
and geographies and therefore facing a variety of risks that require remedy readiness.

Macro

Recommendations
Sector

Company baseline (2023)

Company A Mining company with relatively strong policies and pro- Proof points to demonstrate that com-
cesses on human rights but considering the exposure of pany’s re-vamped grievance strategy
Sector: certain assets to environmentally sensitive regions and takes into account strategies to build trust
Metals & indigenous/local communities the risks regularly remain in the grievance mechanism at the local
Mining high. level (such as through case studies on site
specific strategies and local stakeholder
Country: Company was updating their social performance stan- mapping).

South Africa

dard to be a rights-based approach focusing on informed
consultation and participation of affected stakeholders in
the decision-making process.

However, company lacked granular reporting on grie-
vances, which is essential to provide investors with a
forward-looking indicator to assess company remedia-
tion related to controversies and their relative success in
addressing other human rights and social risks to prevent
any new controversies from occurring.

Company B An online grocery retailer selling a mix of branded and Develop disclosures to outline the com-
own products (60 and 11% of sales, respectively, with pany’s grievance and remediation policies
Sector: remaining sales coming from a major partner), with own and processes, particularly for seasonal
Consumer products exposed to risks of seasonal workers’ exploita- workers and vulnerable groups in its value
Staples tion and modern slavery. chain not captured by the Modern Slavery

Distribution &
Retail

Company lacks ESG reporting to outline its grievance and
remediation mechanisms, with exception of its UK Mo-

Co_untry: dern Slavery Act statement. However, it shared through
Umted engagement that it was a member of groups addressing
Kingdom the plight of seasonal workers and other human rights

matters, including the Food Network for Ethical Trade
and the Seasonal Worker Scheme Taskforce, and worked
on whistleblowing and remediation mechanisms with
suppliers. Unfortunately, those efforts are not recognised
by stakeholders, including investors and NGOs, due to a
lack of reporting, leading to reputational risks.

Statement, including metrics to demons-
trate effectiveness of these efforts.
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Company C Company who had a past controversy due to forced la- Establish grievance mechanisms that
bour conditions in some of its supply chain but has been clearly spans all (or at least primary) sour-

Sector: making steady improvements in past years to improve cing regions.

Textiles, human rights due diligence.

Apparel Provide evidence that the unique geogra-

& Luxury Company had a grievance mechanism in place and spe- phic context is taken into account to make

Goods cial programs for regions of historic risk but it remained sure that the grievance mechanisms is
vague how much they worked to ensure the grievance trusted, utilised and effective at iden-

Country: mechanism was known and trusted in other sourcing tifying and addressing issues.

United regions.

Kingdom

Company D Company operates in a sector and location prone to Publish statistics on categories of grie-
working conditions controversies. Over the recent years it | vances and whistleblower cases.

Sector: has faced concerns about systemic bullying, harassment

Interactive and employee mental health issues. Faced with investor Provide more information on how the

Media and regulatory enquiries, it made significant investments company provides access to remedy to
in employee well-being and social reporting. As part of affected stakeholders, with examples, in

Country: this effort, it also strengthened human rights disclosures, future reporting.

South Korea

particularly with a focus on own staff.

However, company’s most recent employee survey
showed that staff still wanted stronger harassment pre-
vention efforts and perceive that adverse treatment of
whistleblowers is prohibited. Therefore, a clear commit-
ment to non-retaliation towards all whistleblowers (exter-
nal and internal) is still needed.

Next Steps and Amundi Engagement Outlook

Overall, our observation from the engagement to date is that even companies that are more advanced
on managing human rights risks in their operations and the value chain often lack means to assess

their grievance mechanisms and preparedness for remediation should harm occur. As such, much

remains to be done to develop an understanding of what constitutes effective remedy preparedness
for corporates, and how to ensure that remedy is not an afterthought in the management of human

rights risks.
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Case study 38: Engaging on Access to Remedy with a Swedish
Networking and Telecommunications Company

Context

As a large networking and telecommunications company who offers not only infrastructure
but accompanying software and services for clients across the globe, the company faces a
combination of upstream and downstream human rights risks. These include, most notably,
forced labour and working conditions in its supply chain, but also potential risks of product
misuse in high-risk contexts. The company demonstrate strong human rights due diligence
practices, but given its risk landscape, we expected the company to match these with strong
commitments to remedy and robust grievance mechanisms.

Amundi Actions

In 2021, the company faced a number of allegations of forced labour in its supply chain. The
company had responded proactively, by using the content of the report that implicated it in
the controversy and mapping its supply chain and reporting on its actions publicly. It was in
2021 that Amundi first contacted the company with a request to engage on human rights
issues, particularly the topic of forced labour. The dialogue had not occurred, and in 2022 our
engagement focused more prominently other ESG matters, including ethics and governance. As
that engagement progressed, we were able to progressively focus on the human rights matter
again and, as discussed above, specifically engage the company on grievance and remedy and
their fit for purpose for responding to concerns related to both upstream and downstream risks
material to the company.

Engagement Objectives

1. Raise awareness of investor expectations on grievance and remedy practices and
disclosures.

2.Assess company’s means of evaluating the effectiveness its grievance and remedy
mechanisms and the degree of stakeholder involvement in their design.

Engagement Outcomes and Issuer Momentum

In our engagement meeting, we first discussed grievance and remediation in the context of
forced labour risks, followed by issues related to downstream risks. The company shared that it
had recently conducted a human rights impact assessment for its own operations and upstream
and downstream value chain. Salient risk identificationis part of regular training for all employees,
including strategic sourcing managers. The company also has a standardised process for
corrective actions to ensure that issues identified in human rights audits and investigations are
addressed. It has its own grievance mechanism, which is also open to suppliers and their staff.
The company’s Code of Conduct requires suppliers to have a grievance mechanism. Through its
audits, the company follows up on the effectiveness of suppliers’ grievance channels, to ensure
that the mechanisms put in place are working as intended. The company’s own grievance
mechanism has been focused on process remediation, typically requiring suppliers to resolve
matters such as unpaid wages. Remediation is an area where the company sees that they
need to make further progress and it is reviewing processes around allegations management.
We appreciated the company’s efforts, but noted that enhanced disclosures and stakeholder
consultation in grievance and remedy mechanism development would be recommended.
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Regarding downstream due diligence, as a member of the Global Network Initiative, the
company is well aware of product-related risks and has identified right to privacy and freedom
of expression as huma rights risks salient to its business. Although a number of risk mitigation
mechanisms had been put in place, including customer due diligence, we noted that the
company’s efforts on grievance and remedy readiness had been primarily geared towards its

supply chain.

Next Steps

Following on from our 2023 engagement, we revised our recommendations to include the

following:

- Evidence upstream and downstream stakeholder input into grievance and remedy

mechanisms, and

- Develop and disclose grievance and remedy processes for downstream human rights risks.

- In 2024, we will follow up with the company to assess any progress made on these points.

D. Engaging to Promote Safe and Healthy Working

Conditions

Context

In 2022, the International Labour Organization
(ILO) officially included safe and healthy
working conditions in the framework of
fundamental principles and rights at work.=°
Yet, promoting workplace safety is not only a
matter of respecting international labour norms,
but it is also critical for businesses to deliver on
their objectives in an efficient manner. Indeed,
research demonstrates that safer workplaces
benefit from better financial outcomes through
increased employee productivity and job
satisfaction, as shown, for instance, in a study
of 237 production line workers and managers.™
Meanwhile, research has shown a negative
relationship between workplace health incidents
and operating profits: a 2021 study suggests
that a 1% rise in the occupational accident rate
reduces operating profit ratio up to 1.21%.'%?

Although many fundamental employer
obligations with regard to working conditions
are enshrined in national regulations, the
changing nature of work, including the growth
of the gig economy, continues to give rise to
new risks. Thus, new technology and workplace

150. https:/www.ilo.org/wcmsp5/groups/public/---ed norm

automation, psychological demands, socio-
economic and demographic changes have
contributed to a rise in risk factors, including
work-related stress, harassment and accidents.
A recent study demonstrates that the stocks of
companies where employees report consistent
harassment concerns exhibit a 17% decline of
their value-weighted risk-adjusted returns in the
1-year period after a significant increase in such
reports.’®

Operational disruptions,
turnover can also result from failure to
protect frontline employees, who are often
tasked with assignments fundamental to the
accomplishment of corporate goals. Yet, research
by the Economic Policy Institute additionally
highlights the contribution of workplace
inequality to health and safety risks for first-
line employees who may not be in the position
to refuse dangerous tasks, and often face the
most hazardous working conditions without
adequate protection.™ Therefore, for investors
it is paramount to engage with companies to
promote respect for worker safety and health.

delays and high

---relconf/documents/meetingdocument/wcms 844349.pdf

151. https:/www.ncbi.nim.nih.gov/pmc/articles/PMC8872356

152. https:/www.sciencedirect.com/science/article/abs/pii/S0925753521000734

153. https:/link.springer.com/article/10.1007/s10551-023-05335-x

154. https:/www.epi.org/unequalpower/publications/death-by-inequality-how-workers-lack-of-power-harms-their-health-and-safet
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Amundi Actions

Companies face a wide variety of working
conditions challenges. Whilst Amundi’s
primary engagement approach on this issue
has been driven by our quarterly controversy
screening process, we have also been
engaging preventatively on sector-specific
risks as identified in our research. Additionally,
companies’ health and safety records, specifically
fatalities, are considered in our voting process.

INn 2023, we engaged 197 companies globally on a
range of workplace conditions issues, including:

Workplace incidents, including fatalities,

Employee mental health,

Management of hazardous working
conditions,

Harassment prevention.

Additionally, due to a lack of engagement
momentum on health and safety at one of the
companies (Amazon), we co-filed a shareholder
resolution requesting an independent audit of
the working conditions faced by the company’s
warehouse workers (see page 306 of the Voting
Section).

Engagement Objectives

Although specific objectives different across
sectors and engagements to prevent risks or
encourage controversy remediation, overall, our
asks were as follows:

1. Board and senior management oversight

of workplace risks and accountability for
workplace health and safety.

2.Disclosure of risk management practices and

Issuer Momentum

KPls used to assess their effectiveness.

3.Employee consultation and integration
of worker voice into risk prevention and

remediation.

Examples of our engagements on working conditions can be seen in the table below.

Macro
Sector

Company baseline

Key objectives

Status in 2023

Company A

Sector: Food
Products

Country: USA

- Engagement started in 2021.

- Company assessed as Medium
Risk for Working Conditions
in FAIRR’s Protein Producer
Index 2021, signalling gaps in
the group’s management and
enforcement of policies that
support the ability of workers to
communicate risk.

- Company which has faced
significant controversies related
to working conditions and
occupational health and safety
along the supply chain in the
past.

Increase disclosure on disclosure
on topics including:

- Grievances reported,
disaggregated by employee
category.

- Company approach to worker
representation at the Board
level.

- The distribution of workers
across employment contract
types for all operating
markets.

- Company’s strategy to assess
the impact of climate change
and automation on the
workforce to supporting a Just
Transition in meat production.

We have not seen consi-
derable progress from the
company over the past two
years. Owing to a lack of
progress, our expectations
still apply.

We particularly seek to
encourage the company
to disclose how it enabled
employee voice in its deci-
sion-making processes in
the absence of employee
Board representation.
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Company B - Engagement started in 2021. Increase disclosure on the global Company improved towards
- Group target of lost time injury number of sires covered by target on lost time injury
Se_c_tpr: frequency rate is 0.10, actual rate health and safety certifications. rate (actual performahce_ -
Utilities is 013. 011, target - O.1) by priori-
tising safety and providing
Country: - Company had a number of regular training for both
United strong heg\th anq safety own staff and contractors.
Kingdom pracotlces, including ISlO45.001 for Conducting regular safety
100% of UK construction sites. meetings with unions,
Increasing focus on well-
being and mental health.
Despite this, company saw
one fatality in 2022 and
another one in 2023.
Company C - Engagement started in 2022. Include a statement on the treat- : With sufficient disclosure,

Sector: Media

Country: USA

Company faced legacy sexual
harassment controversies
associated with recently acquired
units.

LLacked robust disclosures on
harassment prevention reflective of
industry conditions, specifically on
its stance on non-disclosure agree-
ments (NDAS), which often prevent
effective harassment reporting and
investigation of allegations.

ment of non-disclosure agree-
ments (NDAS) in harassment
claims resolution in reporting.

Report more granular data from
employee surveys and ideally
how these trends change over
time to provide some backdrop
to the assessments of harass-
ment/bullying.

we would like to see the
company map harassment
risks and potential pain
points to ensure adequate
response and risk manage-
ment.

Introduce KPIs to evidence effec-
tiveness of remedial actions to
address employee mental health
risks and address concerns about
excessive working hours.

Year 1 of engagement.

Company D - Engagement started in 2023.

Company faced allegations of
Sector: having particularly excessive
Electronic working hours. Allegations
Equipment, intensified after an employee
Instruments & died allegedly committing
Components suicide, with overwork cited as

one of the potential causes.
Country:

South Korea Company started an internal in-

vestigation of its culture, instituted
a stricter working hours policy
and professional counselling for
employees.

One observation from the engagement is the
diversity of working conditions risks companies
face and the continued need to manage risks
through comprehensive prevention, which in
turn requires continuous learning and investment
as industries continue to evolve. We particularly
observe a need for companies to identify risk

Next Steps

In 2024 we plan to continue to develop our
engagement on working conditions by following
up with the existing engagement pool but also
leveraging our learning and research from
engagements to date to engage companies in
at-risk sectors and encourage more proactive
risk management around employee well-being,
health and safety and harassment. In particular,
we would like to see companies assessing risks

hotspots and investigation thresholds to inform
action plans. We also note that the lack of
employee empowerment and voice continues to
be a de facto barrier to risk prevention in the
workplace, hence itsinclusion in our engagement
objectives.

and putting in place mitigation efforts with
adequate resourcing, as well as strengthening
reporting on the KPIs used to assess the
effectiveness of the interventions they have in
place. Additionally, to support positive change
around working conditions, we will continue to
engage with companies on respect for worker’s
rights, access to remedy (see page 171), and
social disclosures (see page 226).
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Case study 39: Engaging on Health and Safety with ArcelorMittal

Context

Health and safety is a core material topic for the metals and mining sector. Like many heavy
industries, the nature of the work exposes employees to dangerous working conditions
involving high heat, heavy equipment, and explosive gases among other risk factors. This can
lead to injuries and loss of life. In addition to the clear harm that workers who are exposed to
these occupational risks face, poor health and safety performance can also result in increased
liabilities and regulatory fines for a company, and worker protests and strikes that can lead to
halted operations and production delays.

One key company that has had extensive engagement on the topic of health and safety at
Amundi is ArcelorMittal, the world’s second largest steel company based in Europe with global
operations. ArcelorMittal remains heavily exposed to health & safety risks and has had poor
health and safety statistics historically, including high fatality rates. Amundi started engaging
with ArcelorMittal as early as 2011 due to their poor performance and high fatality rates.

Amundi Actions

Since the beginning of the engagement, Amundi has pushed for concrete proof points to
evidence that ArcelorMittal’'s commitments to improving health and safety align with concrete
actions and lead to positive outcomes. Subsequently, our objectives were as follows:

Engagement Objectives

1. Health and safety linked to long-term and short-term incentive plans with clear transparency
around the objectives linked to pay.

2.Penalties in remuneration for when fatalities occur (as company has historically had very poor
performance, it was questioned if health and safety incentives linked to positive performance
would be felt in the near term and sufficiently incentivise change).

3.Clear evidence that company is disseminating best practices across all operations with a
particular focus on operations where performance is lagging.

To emphasise the seriousness of the matter, Amundi consequently made the decision to vote
against the discharge of the board over the past three years due to ArcelorMittal’s extreme
fatality rates that lag well behind industry peers.

Outcomes and Issuer Momentum

ArcelorMittal has historically been very receptive to recommendations and has demonstrated
a strong willingness to have a dialogue with us on the issue. Over the years, the company has
made continued improvements in health and safety in line with our expectations which can
be viewed in the table below. While the fatalities have remained a key concern, many of their
H&S indicators are stable or improving. Furthermore, fatalities have been for the most part
focused on historically difficult assets where successful diffusion of group-wide health and
safety standards has not been successful due to regional challenges.
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Year 2021 2022 2023

Fatality Rate (from 17 22 46
year previous but
reported in the

calendar year)
Lost Time Injury 0.79 0.70 Not yet disclosed
Frequency Rate
(LTIF)
Amundi Establishment of H&S Reporting and Establishment of O fatality
Engagement criteria in long term transparency concerning circuit breaker.
Objectives incentive plan the third-party safety
Establishment of circuit review including Timely updates on thirdparty
breaker or remuneration publishing the audit’s H&S audit including the
penalty in H&S linked global and plant level recommendations that are
remuneration in case of recommendations. made and ArcelorMittal’s
fatality. updates on changing practices
Establishment of asset- to align with those updates.
specific KPIs for sites such
as Kazakhstan where H&S Root cause analysis of
remains a key problem. explosion.
Full remediation in Kazakhstan
to support dead and injured
employees and their families.
Responsible exit from
Kazakhstan.
ArcelorMittal’s 15% of short-term incentive @ Safety target introduced 2 explosions in Kazakhstan that
evolution on health plan linked to H&S KPI (up into long term incentive killed 46 people (see below).
and safety from 10% in year previous) plan at 10% v
but no long-term incentive Fatality-free for own
plan linked to ESG criteria Fatality circuit breaker employees pre-Kazakhstan
including H&S. applied to remuneration explosion (October 2023) and
(set to a low fatality 40% reduction from last year’s
Establishment of a H&S threshold but not zero) v levels for contractors.
council (launch decided in
year prior). Efforts to help prioritise Launched new comprehensive
underperforming units and independent H&S audit
in H&S council that is to review all practices across
composed of business company; committed to
COOs and segment CEOs. @ publishing recommendations
once finalised.
Thorough review of safety
standards with external No changes to circuit breaker
safety consulting group. threshold in remuneration
but board likely to re-review
Executives did not take compensation scheme in light
short term incentive due of the explosion.
to H&S performance.
Amundi Escalatory Vote Against the Vote Against the Flagged for escalation in 2024
Actions Discharge of the Board Discharge of the board

However, changing a company’s culture of health and safety across global operations with
different cultural contexts does not happen overnight, and ultimately, it takes time to determine
if efforts are effective and sufficient. As of October 2023, ArcelorMittal had been fatalityfree for
direct employees and 40% below last year’s levels for contractors (a major sign of improvement),
until 2 methane explosions occurred at their mining operations in Kazakhstan killing 46 people.
The tragedy underscores the need to ensure uniform implementation of health and safety
across all geographies. Kazakhstan had historically been a health and safety hotspot for the
company due to the fact that it was a former Soviet mine that has required serious investment
in equipment and infrastructure. The region was already a key engagement focus due to its
historically poor performance. ArcelorMittal did hire third party consultants to advise last year
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to get health and safety hotspots up to shape, and we had pushed for Kazakhstan-specific KPls
and to make public the third party’s recommendations both globally for ArcelorMittal and at
the plant level so we could better track the company’s performance. Unfortunately, it was too
little too late for Kazakhstan leading to the explosions in October.

While the investigation into the root cause of the methane explosion at their mines is ongoing,
ArcelorMittal has been quick to action to address the issue. It committed to commissioning
a third-party audit of all of the group’s safety practices with the recommendations from the
audit being made public. They have also provided support and compensation to workers, their
families, and the communities who were impacted by the blast.

Next Steps

Changes to health and safety do not happen immediately, especially for assets that have
historically not had a strong culture of health and safety compliance. While ArcelorMittal has
demonstrated numerous concrete efforts to address their health and safety issues, unfortunately
their efforts remained largely insufficient for their Kazakhstan operations. Due to this, we are
likely to escalate the engagement again to re-emphasise to ArcelorMittal that we take their
poor performance on health and safety very seriously and expect there to be continued and
more ambitious action on the topic going forward.

While we will most certainly continue to follow up on the root cause of the explosion and
what gaps in ArcelorMittal’s management of health and safety led to this tragic accident, it
is important to note that shortly after the explosion ArcelorMittal finalised a deal with the
Kazakhstan government to sell the asset to the government so it would become a nationalised
mining and metals asset. This was under negotiation before the tragic explosion and finalised
shortly after. Therefore, going forward ArcelorMittal’'s health and safety risk profile will likely
improve significantly, since all or most of the serious accidents and fatalities were concentrated
in their Kazakhstan operations. However, we will continue to ensure that lessons learned from
this accident are incorporated into the company’s health and safety processes and that it does
all that is necessary on remediation and a responsible exit from Kazakhstan.
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Case study 40: US Video Game Company

Context

Talent is a critical asset for companies in the interactive home entertainment sector to maintain
their competitiveness. By creating an environment where employees are engaged and
empowered, companies can foster a culture where game developers can produce innovative
games. However, the sector also faces multiple human capital risks, including mental health
and well-being pressures associated with tight deadlines, limited representation and lack of
employee voice channels given low unionisation rates. Many companies have seen workplace
controversies that have led to considerable reputational impacts and increased scrutiny from
investors and policymakers.

In 2021, Amundi began engaging with one of the leading global video game companies. Its
continued success depends on its ability to attract, recruit, retain, and develop exceptional talent
from diverse backgrounds. However, in 2021 the California Department of Fair Employment
and Housing filed a lawsuit against the company alleging toxic culture, harassment and
discrimination against female employees. This was coupled with employee walkouts, loss of
talent and consumer boycotts in response to the allegations. This controversy prompted our
engagement with the company on working conditions, diversity and inclusion, labour rights
and social disclosures.™

Amundi Actions

Although the company was initially hesitant to engage with investors, in 2022 we saw an
increase in their openness to investor feedback. Indeed, that year, the company introduced a
zero-tolerance harassment policy to prevent harassment and discrimination in the workplace, as
well as made several workplace-related commitments, including hiring the first Chief Diversity,
Equity and Inclusion Officer and increasing representation of women. In 2023, we therefore
focused on ensuring that the company continued to make adequate progress in its ongoing
transformation.

Engagement Objectives

1. Assess the implementation of diversity and harassment prevention policies and strategies
policy.

2. Continue to promote greater transparency around human capital and working conditions

3. Raise awareness of good labour relations practices.

4.Encourage more robust leadership accountability for working conditions.

Engagement Outcomes and Issuer Momentum

In our 2023 meeting, the company shared several positive updates with Amundi. The company
had expanded its ethics and compliance team to follow through on the workplace complaints
filed, conducted a pay gap analysis and rolled out a new workplace integrity policy. It also saw
a decrease in the voluntary attrition rate vis-a-vis 2022.

In May 2023, the company also published its inaugural transparency report. The report contains
information on the relevant workplace policies, processes, and programs the company has
put in place to ensure employees have a fair and inclusive environment. It also documents the
procedures to resolve workplace concerns, processes and procedures for investigations, and
how corrective actions are determined. In addition, the company disclosed the numbers and
breakdown of the cases that are substantiated and subsequently investigated by business units.

55. In January 2022, a large software company announced plans to acquire the issuer. The acquisition was completed in late 2023.
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Notably, only 5% of the reported employee concerns regarding harassment, discrimination,
or retaliation were submitted anonymously, significantly below peer benchmarks, indicating
that their employees were less fearful of retaliation. Further, it introduced new disclosures on
women in leadership and game development leadership, an area traditionally dominated by
male professionals. These disclosures suggest an increase in female leadership representation
within the company.

As the 2021 controversy also involved union tensions, we also discussed global framework
agreements with the company as a best practice example.

Next Steps

The company has committed considerable resources and efforts to improve workplace
diversity and culture. The publication of its first transparency report is one milestone achieved
in providing greater clarity for investors to assess the effectiveness of the initiatives and actions
taken to improve DE&I and working conditions. The company has also detailed its goals to
publish employee promotion rates by gender globally, and by race and ethnicity in the US, an
objective Amundi strongly supports. We would also like to see it publish data on promotions
across different employee categories and job functions. Further, we would like for the company
to further evidence the credibility of its efforts via public disclosure around the harassment and
whistleblower incidents, including the results of investigations, and actions taken to follow up
on these. As thresholds for such investigations are often high in the industry, we specifically
suggested to the company to look into the thresholds of evidence for investigation in order
ensure that the burden of proof for the victims is not unreasonably high. We would, as well,
be keen to see the company consider a global framework agreement with a trade union or
otherwise evidence improvements in labour relations. Finally, we would be keen to see ESG
KPIs included in executive remuneration that evidence accountability for employee safety at
WOork.

As the company has now been acquired by a large software company, we will review these
expectations and adapt them accordingly to continue to engage on these matters with the
company’s acquirer.
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Case study 41: Engaging on Working Conditions with a European
Multinational Healthcare Company

Context

Companies providing healthcare services rely heavily on human capital to provide patients,
often highly vulnerable, with quality care in a dynamic, complex and high-risk environment
where workers themselves can be in contact with disease. Research underscores the need to
provide healthcare staff with conditions that enable psychological safety, which in turn allows
workers to raise concerns early'™® as shown in a meta-analysis of 36 peer-reviewed studies.
Good labour relations are key to creating working conditions that are safe for staff and allow
workers to serve patients well and with empathy. In addition to poor patient outcomes and
reputational risks, the Covid-19 pandemic has already shown that deprioritising healthcare staff
support can lead to staff burnout and increased turnover amongst healthcare professionals.

In 2023, we engaged with a healthcare company that operates globally through several entities.
It runs a network of dialysis clinics and manufactures products for patients with renal diseases.
In 2023, we were alerted to instances of poor working conditions at the company through
a worker outreach organised by UNI Global Union and IndustriALL.”>” Multiple reports and
testimonies from workers alleged high-risk conditions in America (US, Peru, Brazil, Colombia),
Europe (Spain, Poland) and other regions of the world. These accusations included inadequate
work equipment and unpaid overtime, combined with anti-union practices, including a lack of
action in response to death threats directed at union leaders, and retaliation against corporate
whistleblowers. Additionally, some offices engaged in corporate layering - a practice of
miscategorising the company’s staff as indirect employees, which jeopardised their job security
and labour rights.

Amundi Actions

Following the outreach organised by UNI, Amundi started engaging with the company. Initially,
it denied the allegations, and we therefore met once again with its union to obtain further
evidence and inform our next steps. The union raised concerns about the individual Fresenius
subsidiaries potentially breaching labour rights due to insufficient supervision from the mother
entity and/or poor communication.

Throughout the engagement with both companies, we requested further transparency on
the several allegations formulated by UNI and on safeguards to prevent such situations from
happening. The company denied any wrongdoing and was reluctant to improve disclosures
and monitoring of the issues raised.

Engagement Objectives:
We expected the company to address the controversies through proactive remediation and risk
management. Specifically, we asked the company to undertake the following steps:

1. Commit to an investigation of the allegations in each at-risk location.

2.Request local audits by independent third parties on workplace health & safety, working
conditions and respect for freedom of association.

3.Develop a broader policy elaborating the company’s commitment to upholding labour
rights standards for all workers cascaded to each subsidiary, with local officers in charge of
the application of said policy.

156. https://academic.oup.com/intghc/article/32/4/240/5813852
157. UNI is a global union federation, gathering national and regional trade unions, rep
) countries. IndustriALL Global Union represents 50 million workers in 140 countries in the mining, energy

senting more than 20 million workers in the service
d

manufacturing sectors

(< (> ()


https://academic.oup.com/intqhc/article/32/4/240/5813852

184 Engagement Report 2023

Social Cohesion

O

Engagement Outcomes and Issuer Momentum

So far, the company has remained reluctant to
remediation plans remain to be developed and

communicate on the allegations, and robust
implemented. Furthermore, the changes we

outlined in our expectations would likely take considerable time to lead to improvement, and

therefore our outlook remains largely negative.

Next Steps

In 2024, Amundi will continue advocating for a strengthened collaboration between the
company and unions and encouraging the company to increase transparency on this topic by
providing evidence of workplace audits and progress on performance monitoring metrics. We
would also continue to encourage the company to introduce a dedicated committee to ensure
that workplace issues are governed with accountability.

Engaging with US Ride Sharing Companies on Health and Safety

Concerns about working conditions at gig
economy companies have been voiced over
a number of years. Gig economy platforms,
especially delivery and ride-hailing businesses,
have been criticised for exposing workers to
undue safety risks without taking proportionate
responsibility to mitigate them. Indeed,
app-based businesses have seen increasing
numbers of worker injuries and deaths. These
often disproportionately affect workers from
vulnerable groups, including women and
minorities.®™ Research from Chicago Booth
scholars observed a positive correlation
between ride hailing and traffic accidents.
Indeed, safety risks linked to gig apps are not
limited to workers, but can, and often do, extend
to their customers and the wider public with the
costs of fatalities linked to ride-hailing apps to
the US economy alone estimated by researchers
to stand at $9.48 billion per year.”™®

Over the course of 2022 and 2023, Amundi
actively engaged two US-based ride-hailing
businesses on worker health and safety, one
operating only in North America, the other
operating globally. Both companies publish
safety reports containing some health and
safety statistics for selected countries. However,
we saw the need for a more holistic approach
to addressing these risks, and therefore have
the following general expectations for these
companies:
- Data collection and reporting: ensure that

the company collects data on health and

158. https:/www.gigsafetynow.com/about-the-safety-crisis
159. https://bfi.uchicago.edu/wp-content/uploads/BFI WP_201949-1.pdf

safety incidents across all countries of
operation and present evidence that KPIs
meaningfully inform internal decision making
on developing risk mitigation strategies.

Oversight of algorithmic risks and artificial
intelligence (Al risks: ensure that there is
formal governance of risks associated with
algorithmic development and deployment
and risks associated with Al to avoid
unintended consequences or discrimination
endangering particular groups of workers

Worker feedback and communication:
demonstrate the presence of two-way
communication between gig workers and
the company, to ensure that any risks or
concerns are raised and addressed as quickly
as possible.

In 2023, we saw both companies make some
progress but also reiterated the urgency of our
asks. Company A, forinstance, set up governance
arrangements to address algorithmic biases
and made application enhancements to
strengthen safety-risk mitigation informed by
worker and investor discussions. At the same
time, the company acknowledged that it was
still identifying meaningful health and safety
metrics. Company B demonstrated enhanced
worker communication but has yet to introduce
any algorithmic impact oversight. Nevertheless,
we found the engagements constructive and
will continue to actively engage with both
companies and the wider sector going forward.
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E. Engaging on Living Wages for Direct Employees

Paying a living wage is an essential component
of strong worker welfare policies and practices.
The non-payment of living wage can generate
significant reputational and financial risks for
companies and exacerbate social and economic
unrest, which is ultimately a financial risk in the
longer term.

Recent research supports the business case
for paying the living wage. Arguments include,
among others, reduced turnover and enhanced
staff satisfaction, increased supply chain
transparency and reduced cost of managing
labour issues, and positive systemic impacts of
reduced inequality and larger potential customer
pools with greater disposable income.'®® A recent
study by Cardiff University demonstrates that
accredited Living Wage Employers experienced
a positive impact on the organisation through
enhanced reputation leading to better access to
talent and ability to win contracts or gain new
clients.® Further, at a systemic level, research
suggests that closing the living wage gap
worldwide could generate an additional USD
4.56 trillion in gross domestic product (GDP)
every year, benefitting the global economy as a
whole.®?

On the reputational side, intangible assets
including brands’ reputational value have risen
to around 90% of the value of the S&P 500 in
2022 (compared to 17% in 1975) according to
one study.®® Companies that are not viewed by
consumers as adequately addressing societal
issues could risk their reputation in the eyes of
customers and decrease customer confidence
in the brand long term. Furthermore, companies
that have stronger policies around wages and
benefits are also more likely to have strong
corporate results, according to another study,
as employees who have strong benefits and
wages have been found to be more productive
and stay in their jobs for longer.®* There has also
been a continuing rise in work stoppages (such
as strikes) due to demands by workers for better
pay, benefits, and working conditions. In the US
alone, strikes rose 900 % in 2023 compared to

two years ago. Such events can have material
impacts on companies by creating operational
risks and disruptions.

A living wage is also an essential aspect of
decent work (UN Sustainable Development
Goal no. 8) and a key part of a corporate’s
responsibility to respect human rights as
outlined in the UN Guiding Principles.’®® There is
a growing understanding around the importance
for companies to pay a living wage, as roughly
1/3 of all workers are estimated to earn less than
what they need to afford a decent standard
of living. Calls for action on living wage are
growing globally, including at the national and
supranational levels. Furthermore, the UN Global
Compact encourages companies to promote and
provide living wages under their Forward Faster
Initiative launched in 2023, which encourages
signatories to take action on living wage in their
own operations (as well as their supply chains),
and ensuring 100% of employees across the
organisation earn a living wage by 2030.'66

Amundi has engaged on the topic of living wage
for many vyears, but launched a US-specific
engagement campaign in 2020, targeting
companies that demonstrated high CEO pay
ratios (ratio between the CEQO’s pay and median
worker pay). The US was the target of this
particular campaign due to the frequency of
companies in the country having very high CEO
pay, combined with relatively low wages and
limited worker protections for the lowest skilled
employees. Unfortunately, there is still progress
to be made, as research shows that less than
51% of all workers in the Russell 1000 (who
make up 15% of the employed population in the
US) earn a living wage.'®” However, these issues
and risks are not limited to the US. As of 2022
in the UK, 2.5 million UK jobs paid less than a
real living wage, and the figure is estimated to
jump to 5.1 million by the end of 2023. Globally,
some6b30 million people are in working poverty,
earning less than USD 3.20 per day in terms of
Purchasing Power Parity.'68

160. https://www.cisl.cam.ac.uk/files/the case for living wages report 2022.pdf

161. https:/www.cardiff.ac.uk

data/assets/pdf file/0005/2779655/Twenty-Years-of-the-Living-Wage-Report.pdf

162. https://www.undp.org/sites/g/files/zskgke326/files/2023-09/from_fragmentation to integration embedding social issues_in

sustainable finance O.pdf
163. https:

www.forbes.com/advisor/investing/what-are-intangible-assets

164. https:

www.forbes.com/sites/bhaktimirchandani/2023/11/20/why-good-wages-should-matter-to-all-investors

165. https:
166. https:
167. https:

unglobalcompact.org/what-is-gc/our-work/livingwages
forwardfaster.unglobalcompact.org/living-wage

www.forbes.com/sites/bhaktimirchandani/2023/11/20/why-good-wages-should-matter-to-all-investors

168. https:

www.cisl.cam.ac.uk/files/the case for_living wages report 2022.pdf
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Amundi Actions

In 2023, Amundi continued its efforts to engage
with US companies on the subject of living wage
and worker pay and benefits. Additionally, in
2023 we also continued to develop and expand
our engagement going beyond the US to other
exposed regions of the world including the UK,
where the cost-of-living crisis has driven up
living wage thresholds due to inflation, additional
taxes, energy prices and the continuing impact
of Brexit. Thus, although we considered the
equity pay ratio for UK companies as one of

Engagement Objectives

The broad aims of our engagement were as
follows:

1. Increase company awareness on the material
importance of fair wages for lowest paid
employees with the ultimate aim of ensuring
all workers receive a living wage.

Issuer Momentum

For the US, while overall there is an increased
understanding of the material risks around
attractingandretainingemployees,conversations
are still very much focused around the concept
of competitive wages as opposed to /iving
wages. In other words, there is a long way for
companies to go to understand that addressing
wage risks needs to take into account not only
benchmarks on peer pay, but also cost-of-living
indicators to adequately assess and manage
workforce risks. Furthermore, we sadly do not
see much evolution yet on the reporting of key
indicators such as turnover rates and wage rates.
In the United Kingdom, employers were well
aware of the cost-of-living pressures, and the

the factors feeding into company selection
process, our choices were primarily determined
by risk exposure, including staff profiles and
alleged working conditions, as well as whether
companies are accredited by the Living Wage
Foundation as living wage employers in the UK.
Amundi also began engaging with companies
in emerging markets where understanding of
the importance of paying a living wage is only
nascent, but the impacts and risks remain just
as important.

2. Improve company best practices around
worker pay and welfare, including pay,
nonwage benefits, training, job satisfaction,
and promotion.

3. Increase corporate reporting on employee
related indicators such as turnover rates,
internal promotion rates, rates of collective
bargaining, and wage rates.

living wage is more established in the national
conversation. While we still observe some
reluctance by employers to make a formal living
wage commitment, we do observe a greater
appreciation for offering a living income and
efforts to compensate lower-wage workers, for
instance, through more comprehensive benefits
packages. Globally, we also observe the living
wage discussion gaining some momentum, with
more companies appreciating the differences
between minimum and living wages and
beginning to conduct living wage assessments,
at least in direct operations, although progress
remains very uneven.

(< (>



187 Engagement Report 2023

Social Cohesion

Company

Company baseline

Key objectives

Status in 2023

Company A

Sector:
Consumer
Services
(restaurants)

Country: USA

Equity Pay Ratio in 2021 (1131:1) de-
creased compared that of 2020.
Has commitment of $15 average
hourly wage.

Reports KPIs such as internal
promotional rates per positions,
turnover rates.

Reports staff eligibility for benefits.
Some language around the living

More transparency on training
and career development pro-
grams.

Formalise public strategy on how
wage decisions take into account
local cost of living .

Improve disclosure on policies
and practices around working
with unions.

CEO Pay Ratio continued
on a downward trend from
131:1 to 1073:1.

No developments beyond
commitment to meet mini-
mum legal wage.

No reporting on wage rates
including % employees
earning above a minimum

Start Year: wage in place. Improve reporting on key com- wage.

2022 Unclear strategy on how the com- pensation metrics, including % No developments on poli-
pany is working with unions fol- of worker gaining more than cies and practices conside-
lowed by union-busting allegations. minimum wage, % of workers ring freedom of association

covered by benefits. and collective bargaining.

Company B Equity Pay Ratio as of 2020 (246:1). Improve reporting on key wage CEO Pay ratio remained
No company minimum wage com- metrics including internal pro- stable between 2021 and

Sector: mitment. motion rates, minimum wage 2022 at 506:1 (up from

Consumer No rate of collective bargaining commitments, and % collective 2020 figure).

Services (some reporting in their 10-k but no : bargaining. Turnover remained stable

(hotels) figures). Setting a public a target for mini- | between 2021 and 2022 at

Country: USA

No formal wage policy that consi-
ders living costs.

Stable turnover is reported for
2020 (19% and stable 20% in
2019/2018).

Some description around competi-
tive market wage scale.

mum wage at the company.
Establish programs to link
bottom employees with top/ma-
nagement to those that make HR
decisions beyond pilot projects
on specific topics.

Improve reporting on key wage
metrics including internal pro-
motion rates, minimum wage
commitments.

26% (but up from pre-covid
figures).

Company reports on collec-
tive bargaining figures (16%
in 2022).

Statistics on career or skills
related training (78% of all
associates had skills/career
training in 2022).

Wage data is not men-
tioned.

Some description of their
process to evaluate pay

for regional/racial/gender
discrepancies as well as

to monitor it for market
competitiveness, however
indicators around cost of
living are not mentioned.

Company C

Sector: Drug
Retail

Country: USA

Start Year:
2022

Engagement started in 2022.
Equity Pay Ratio as of 2020 (425:1).
Commitment to a $15 hourly mini-
mum wage.

Trainings with pharmacists and
retailers.

Modified benefits offered to em-
ployees by adding full coverage for
Covid-related expenses.

Reporting of average wage rates
by state.

Turnover reported.

Make a living wage assessment
and build a strategy upon the
risks.

Formalise public strategy on how
wage decisions take into account
local cost of living.

Improving reporting on key wage
metrics including % of workers
gaining above minimum wage,
median wager per state, % of
workers covered by benefits and
promotion rates.

Encourage a minimum above $15.

Though not publicly re-
ported, verbal indication
that company does take
into account local cost of
living when setting wage
thresholds.

No specific living wage
strategy.

Minimum wage remains $15
but indication that a 'a ma-
jority of colleagues are well
above that’ -though details
are not reported.

Robust benefits for full
time colleagues (above

30 hours) but company
remains vague on the ability
of employees to have work
full time if they prefer.
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Company D Engagement started in 2022. Increase reporting around living While not public, company
Little to no strategy around living wage and living wage risks with mentioned that there are

Sector: wage or concrete evidence that the ultimate goal in the long pay increases for employees

Consumer they are addressing these risks term for them to commit to a who stay with the company

Services Social strategy focuses on diversity living wage. longer and they gave com-

(restaurants) & inclusion and not “decent work” Establish formal efforts to panies around 700 pounds
Limited evidence about their strate- : address employee wage risks of profit sharing recently in

Country: gy to attract, retain, and promote through minimum wage com- 2023.

United talent internally (employee upskil- mitments, training programs

Kingdom ling programs, programs to support : (upskilling), and clear strategies Company mentioned that
employees undergoing financial to collect employee feedback cost of living crisis was

Start Year: difficulties, etc.). and address key concerns. discussed with some in-

2023 Turnover rates and other indicators Publish key indicators such as vestors during a lunch but
not disclosed (e.g., internal promo- turnover rates, promotion rates, admitted there was not yet
tion rates, minimum wage). and training rates. any formal reporting on the

subject.

Company E Engagement started in 2022. Encourage company to formally In its Human Rights policy,
Company had a high proportion of commit to paying a living wage. published in 2023, com-

Sector: Ma- foreign workers amongst seafarers, pany formally reported that

rine Transpor-  a high-risk group. a living wage above the

tation Company reported commitment to minimum wage is provided
paying workers above a minimum to workers.

Country: wage.

Japan

Case study 42: Promoting Living Wages for Direct Employees at
Starbucks

Context

In 2021, Amundi began engaging with Starbucks, a US domiciled coffee company that has
roughly 380,000 employees globally, making it highly exposed to wage and employee related
risks, including problems of reputation, turnover, and employee morale and productivity. At the
start of our engagement, Starbucks already had relatively robust wages and benefits programs
compared to many restaurant peers. The company was an early adopter of a $15 dollar minimum
back in 2021 and now reports a US average of nearly $17/hour which, while still below a living
wage is higher than what many retailers and restaurants report. Furthermore, Starbucks offers
unigue benefits compared to peers such as a stock program for salaried employees, including
those that are part-time.

Our engagement with Starbucks was initially triggered by an excessive CEO to median pay
ratio (which is a principle adverse impact according to SFDR regulation). In 2021, the ratio was
1579:1 (up from 1211:1 in 2020 during the Covid-19 Pandemic), which made Starbucks a major
outlier compared to US peer averages. Later, wage-related controversies further justified the
engagement and began to take a more prominent role in the conversations, as the company has
been repeatedly and increasing flagged for controversies related to poor working conditions,
discrimination, and union busting, including the alleged termination of hundreds of workers
who voted to unionise which is a violation of US Federal law. Freedom of association and right
to collective bargaining is viewed as a key enabler of a living wage (including by the OECD™®?)
as strong wage institutions can help to ensure that established wages and broader employment
conditions are reflective of industry context and employee needs.

169. https://www.oecd-ilibrary.org/docserver/2e622174-en.
pdf?expires=1704295073&id=id&accname=guest&checksum=AC699952D74974D454CFCF22C0OA9IBCY
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Amundi Actions

For the past few years, the engagement objectives can be summarised as follows:
- Increase company awareness on the material importance of fair wages for lowest paid
employees with the aim to ensure all workers earn a living wage

- Increase company reporting around key employee related metrics (average hourly wage by
state, turnover rates, internal promotions rates and others)

- Improve company best practices around worker pay and welfare including pay, non-wage
benefits, training, job satisfaction, and promotion

- Formal freedom of association/collective bargaining policy, including disclosure on how the
company is working with unions to address worker pay concerns

- Engagement with franchisees and licensees to promote best practice when it comes to labour
policies and practices

Due to the rising severity of the union busting concerns, some metrics took a back seat this
year in favour of supporting strong policies and practices around freedom of association and
right to collective bargaining, the implementation of which would then support progress on the
attainment of fair wages.

To support our engagement efforts, Amundi took actions through voting at Starbucks during
the 2023 AGM to push on the objectives outlined above. In late 2022/early 2023, the situation
regarding union busting continued to worsen, and Starbucks failed to extend wage increases to
employees at unionised stores which is considered a union busting practice. Due to continued
excessive CEO to median pay ratio Amundi voted against the remuneration report.

In 2023 Amundi also participated in collaborative engagements with Starbucks to support
the promotion of living wages in their global supply chain through the Platform Living Wage
Financials (PLWF; see page 193).7° In 2023, investor members of the PLWF (including Amundi)
decided that due to the labour rights issues at the company, it was essential to also discuss
the living wage for direct employees. From Amundi’s, perspective, this was a valuable way to
re-emphasise Amundi’s living wage expectations for Starbucks in a way that showed that they
were not unigue to Amundi alone but also important for many other investors.

Outcomes & Momentum

In 2023, Starbucks confirmed to Amundi that their work on living wage examines the topic
from the full value chain level (including direct operations, licensed partnership, and the supply
chain). They did confirm that they were in the processes of reviewing and assessing wages
within the context of living wage. At the same time, the company did emphasise that their
philosophy remains to have a market competitive wage and they track wage rates locally and
not necessarily look at cost of living indicators at a local level. They mentioned that while the
average pay is $17/hour the additional benefits provided to employees bring the hourly wage
up to $27.50/hour. We do see this as a positive element in Starbucks’s pay practices as their
pay is closer to a living wage than many, and perhaps most, US peers. However, it remained
unclear to what extent employees are given the opportunity to work enough hours to receive
those benefits if they wish. Starbucks was unable to provide details on this beyond a general
indication that they match employee preferences with the number of hours needing to be filled.

170. See page 194 for more information

(< (> ()



190 Engagement Report 2023 Social Cohesion
Unfortunately, at the same time, Starbucks also continued to engage in union busting activities
by announcing wage increases for non-unionised workers. However, a key positive development
in 2023 was that Starbucks shareholders approved a proposal for the company to conduct
an independent assessment of its labour practices. Starbucks did confirm in 2023 that it had
started the process of undertaking the assessment which included a deeper level of review

around the principles of freedom of association and right to collective bargaining and that it
would use the findings to understand how to best support its workers.

Next Steps and Engagement Outlook

Going forward, we will continue to follow up with Starbucks and push for increased action on
living wages including promoting policies and practices that support freedom of association
and the right to collective bargaining to enable the promotion of fair wages for the company’s
employees. While we can predict a positive development due to the third-party audit that is
taking place in 2024, we could also consider additional voting actions if the situation degrades.

Case study 43: Engaging with a British Online Food Retailer on
the Living Wage for Direct Employees

Context

In 2023, we began engaging with a British online food retailing on the topic of the living wage.
Our engagement was prompted by long-term concerns about their identified in our research
as well as by external stakeholders. The company employs a considerable number of hourly-
paid employees in its warehouse and logistics teams, a category of employees often at risk
of being paid below the living wage. On-site third-party contractors, such as warehouse staff
and delivery drivers, can be particularly vulnerable due the potentially unpredictable nature
of temporary employment contracts and low pay. All of those risks were compounded by the
rise in the cost of living in the country, which puts a heightened pressure on lower-paid staff.
Low pay is a systemic risk in the country affecting the economy as a whole, given the declining
productivity rates and living standards.”! The company had also experienced driver shortages
in previous years against the backdrop of growing demand and we wanted to ensure that the
company remained an attractive employer to existing and prospective staff.

We noted that the company was not an accredited Living Wage employer in the UK, and
we wanted to better understand the barriers the company faced in making a living wage
commitment. This was combined with a lack of ESG reporting which limited our ability to
assess the extent to which the company supported employee welfare and consulted workers
on compensation and other human capital matters.

Amundi Actions
Amundi chose to engage with the company directly. We held our first engagement meeting
with the company’s Head of Reward and Benefits in autumn of 2023.

Engagement Objectives:

1. Assess company-specific barriers to making a living wage commitment for all staff and
effectiveness of its policies and processes regarding employee voice in the absence of this
commitment

2. Raise awareness of living wage methodologies and encourage company to develop a living
wage roadmap commensurate with its size, geography and organisational structure.

3. Encourage the company to enhance transparency and begin reporting on core ESG metrics
and policies, particularly on matters related to human capital and labour rights.

171. https://economy2030.resolutionfoundation.org/wp-content/uploads/2023/04/L PB-2023.pdf
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Engagement Outcomes and Issuer Momentum

Our first meeting with the company was highly informative and provided us with an insight
of the tensions the company was facing between its aspirations, employee preferences and
budgetary constraints. The discussion focused on warehouse and logistics employees, the
group for whom the issue was most material, as acknowledged by the company.

The company had carried out an internal living wage mapping, which showed a significant
difference between warehouse and logistics employees based in and outside of London. In
London, 70% of employees were earning a Real Living Wage (the UK wage rate based on
the cost of living and set by the Living Wage Foundation'’?), and the corresponding rate
was 7% outside of London. However, the company also acknowledged that bringing all of
its employees to the Real Living Wage level was challenging for a number of reasons. First,
budgetary pressures meant that there were limitations to salary increases. Additionally, pay
reviews were traditionally done separately across employee groups and locations, resulting in
disconnected bargaining processes and additional limitations on pay increases. At the same
time, employee dialogue suggested that staff on shift patterns preferred flexibility over a living
wage guarantee in order to be able to work night or weekend shifts that pay a premium. This
assessment was supported by the company’s demonstration of significant efforts that went
into collecting employee feedback and preferences. Unfortunately, the company was not in a
position to provide the desired level of flexibility and commit to a living wage for employees on
shift patterns at the same time.

To address these challenges, the company had undertaken a number of actions:

- Brought forward and joined up pay reviews to enable employees to exercise their bargaining
rights together and more effectively

- Brought together union representatives from two sites who previously negotiated
separately and were less actively involved in negotiations

- Conducted a pay review in Q4 2023 to enhance pay fairness

Additionally, the company had used employee feedback extensively as an input into its benefits
package - for instance, incorporating mental health support as a benefit widely requested by
staff. At the time of our engagement dialogue, a benefits review process was underway, and the
company had just announced a reduction in the cost of pension funds as a result of a pension
review.

Next Steps

Our engagement dialogue with the company offered considerable insights into the efforts it
was putting into ensuring adequate compensation and benefits to its employees against the
backdrop of a highly challenging economic environment and differences in preferences across
employee groups. Whilst we appreciate that there are limitations to the company’s ability
to balance a living wage commitment with offering employees a desired level of flexibility,
we would like to see the management develop a living wage roadmap for the population of
employees who can realistically be covered by this commitment under the current conditions.
In the meantime, we look forward to seeing the company align compensation levels across key
sites and strengthen employee voice.

172. https:/www.livingwage.org.uk/what-real-living-wage
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F. Engaging on the Living Wage in Global Supply Chains

According to a recent global business survey
by PWC, while 53% of companies studied living
wage considerations for direct employees in their
ESG strategy, less than 23% have the same level
of consideration when it comes to living wage
in their supply chain."”® Yet, fairly paid workers
are key enablers of a resilient supply chain and
business. While in many ways the justifications
are the same as for direct employees (reduced
turnover, higher productivity and a more
motivated workforce), promoting fair wages is
an essential method of ensuring that a company
is preventing adverse human rights issues
such as poor and/or illegal working conditions,
forced labour, or child labour which can open
companies up to significant reputational risks
and costly litigation.

Beyond this, promoting a living wage is also a
way to foster stronger resilience to physical
risks in global supply chains. Recent research
from Cornell University highlighted the critical
link between physical risk resilience and living

Amundi Actions

In 2023, Amundi continued as a member of
the Platform Living Wage Financials investor
coalition, which aims to promote living wages
in global supply chains in the apparel and food
sectors. Beyond PLWF, Amundi began engaging

Engagement Objectives

Our overarching objective is to push companies
to go beyond the minimum legal and social
compliance towards sourcing strategies that
take into account payment of a living wage
including through the following actions:

1. Consider living wage risks alongside other
human rights considerations.

2.Factor living wage into supply chain due
diligence strategies, ensuring it is embedded
into supplier codes of conduct and auditing
criteria, as well as top-down human rights
policies and processes.

wages. The research beamed a spotlight on the
fact that that manufacturing hubs in countries
such as Vietnam and Bangladesh with high
rates of physical risk (including extreme heat
and flooding) also often have low wage rates
and poor social protections. While brands and
manufacturers can invest in climate control
within a factory, those efforts will be vastly
insufficient to ensure resilience if employees are
not earning enough to address physical risks
in their daily lives outside the factory walls (for
instance, through cooler, flood-resilient homes).
By not fostering resilience outside of factory
walls, companies can still face severe supply
chain disruptions stemming from absenteeism,
reduced productivity, and a shrinking workforce.
These physical risks are also rising globally,
mMmeaning companies cannot avoid them simply
by moving their manufacturing hubs. Also,
many of these hubs cannot be easily replicated
in other geographies, so ultimately the business
case to support global living wages cannot be
ignored.'”®

in other highly exposed sectors as well,
notably technology, electronics (see page 197),
hospitality and other retailers outside of the
PLWF scope. Overall, in 2023, we engaged with
21issuers on living wage in the supply chain.

3.Take actions to minimise undue impacts that
corporate activities may play in exacerbating
living wage risks such as with aggressive
purchasing practices, short lead times, high
supplier turnover, and cancelled orders.

4.Promote and support global freedom of
association and right to collective bargaining
within supply chains.

173. https:/www.pwc.com/gx/en/services/tax/assets/global-living-wage-report.pdf

174. https:.//www.ilr.cornell.edu/sites/default/files-d8/2023-09/Higher%20Ground%20Report%201%20F INAL.pdf

175. While the research did not look at the agricultural sector, the same logic can be applied making the case for living wages even more

essential
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Issuer Momentum and Next Steps

In 2023, we saw an increased understanding of
the risks associated with supply chain wages
across the issuers with whom we engaged.
Supply chain due diligence, as well as initiatives
such as that launched by the UN Global
Compact, supported this increased awareness
and recognition of supply chain risks for lower-
paid workers. We also observed that some
companies beganto pursueliving wage audits, as

standalone practices or as part of human rights
assessments. At the same time, we appreciate
that global data availability remains an obstacle
to progress for companies with highly complex
supply chains. In 2024, we will continue to follow
up with companies and encourage them to
more purposefully deploy supply chain audits
towards building a roadmap for a supply-chain
living wage commitment.

Collective Engagement with Platform Living Wage Financials

The PLWEF is a coalition of 19 financial institutions
that engage and encourage investee companies
to enable living wages and incomes in their
global supply chains. The PLWF focuses on
3 broad sectors: garments & footwear, food
products, and food retail. Amundi joined the
PLWF in 2018 and has continued to play a key
role in its annual engagement activities.

Companies are scored using a PLWF-
developed methodology created in consultation
with industry experts and an independent
accountancy firm, and is aligned with the

Amundi Actions

Amundi is actively involved in the Garment &
Footwear, Food & Agriculture, and Food Retail
working groups. More specifically, Amundi was
lead on 4 companies in Garment & Footwear,
and on 2 in Retail/Food retail, as well as co-lead
and participant for many others. The full list of

Issuer momentum

Some key conclusions from this vyear’s

engagements include:

- The garment sector continues to make
significant advances on living wage, but it
remains to be seen to what extent these

efforts:

=>will have a real impact on wages, or are
leading to genuine changes in supply chain
due diligence (such as improvements
to purchasing practices or a company’s
processes to support global collective

UNGPs. Based on their scores, companies are
categorised as embryonic, developing, maturing,
advanced, and leading.

1. Encourage companies to address the non-
payment of living wages in global supply
chains through policies, data, targets, and
timelines for living wage adoption.

2. Improve company adoption of internal best
practices that support living wages including
reporting, grievance mechanisms, promotion
of freedom of association and collective
bargaining and purchasing practices.

companies under engagement can be viewed
on the PLWF website. As regards many of the
companies in the benchmark for which Amundi
is not lead, Amundi also engages with them
directly to emphasise the importance of living
wage and continued progress.

bargaining). While there is some noted
evidence of responsible purchasing
practices or recognition of living wage

in formal policies, there is no evidence

that living income is being addressed in
structured and substantial way across food
& Agri/Food Retailers.
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The results of the annual PLWF Benchmark'’® are as follows. Results can be viewed on the initiative’s
website,”” including the results in past years to compare company baselines.

Embryonic Developing Maturing Advanced Leading
Garment & -Anta - Anta - Anta - Anta - Anta
Footwear - Gap - Gap -Gap -Gap -Gap
-Home Depot -Home Depot -Home Depot -Home Depot -Home Depot
-TJX -TJX -TJX -TJX -TJX
-LVMH -LVMH -LVMH -LVMH -LVMH
-Boohoo - Boohoo -Boohoo -Boohoo -Boohoo
Food & -JM Smucker - Barry Callebaut - Hershey - Unilever
Agriculture - Kraft Heinz - Starbucks - Nestle
- Carlsberg - Mondelez -Olam
= Ajinomoto - Coca Cola Company
- Orkla - Lindt & Sprungli
Food - Walmart - Ahold Delhaize -Tesco
Retail/ - Loblaw - Casino
Retail - Dollar General
- Carrefour
- Metro
Next Steps

In 2024, we will continue to engage with companies as part of the PLWF coalition and push for more
concrete evidence of impact from the changes companies have started to introduce going forward.

Case study 44: Following up on Amundi’s Engagement on Living Q
Wage in Global Supply Chains with LVMH

With over 75 “maisons” under the LVMH umbrella, LVMH remains highly exposed to social risks
such as poor working conditions, human rights issues, and living wage challenges due to its
large and complex supply chains. Like many luxury peers, LVMH has historically demonstrated
limited disclosure on how it is addressing these social risks. LVMH had no policy or written
statement demonstrating the living wage is a salient and/or paramount issue to the company’s
management of its supply chain and, while over the years LVMH had demonstrated some
involvement in stakeholder initiatives to improve factory conditions in global supply chains,
they were limited in scope, focusing more on supplier auditing and traditional due diligence.
Furthermore, living wage was not mentioned in supplier code of conduct, and there was a lack
of efforts to ensure purchasing practices at LVMH did not have adverse impacts on workers
in its supply chain. For a company of LVMH’s size, scale, relative prestige, this is even more
critical, as suppliers might be forced to prioritise doing business with LVMH over fair wages/
working conditions for workers exacerbating social risks and potentially opening LVMH up to
negative press and litigation. Finally, LVMH demonstrated very limited reporting on supply chain
KPIs including statistics around the geographical breakdown of sourcing, grievances raised
and remediated, length of supplier relationships, collective bargaining rates, and other wage
related indicators such as wage rates, overtime hours, and contract types. These gaps in their
management of living wage risks have put them far beyond not only fashion but luxury peers
specifically, who have made significant strides on the subject in recent years.

176. https:/www.livingwage.nl/wp-content/uploads/2023/10/FINAL-PLWF _AnnualReport2023.pdf
177. https:/www.livingwage.nl
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Amundi Actions
Amundi began engagement with LVMH on living wage in 2017 and became investor lead on
LVMH with the PLWF in 2019.

Engagement Objectives
Since the beginning of the engagement, we have had the following objectives for the company:

1. Identify living wage as a material and salient risk for LVMH.
2.Create policy (and strategy) to address living wage risks.
3.Increase transparency around supply chain due diligence including.
4.Disclose the geographic breakdown of production.

5.Calculate and disclose % products produced in countries considered high risk for human
rights and living wage risks.

6.Disclose the average length of supplier relationships.

7. Introduce disclosure around how internal purchasing practices support adequate working
conditions within supply chains (and an eventually a responsible purchasing practice policy).

Over the years Amundi has made numerous efforts to push the company on the above
objectives including launching a public investor statement in 2020 with other members of the
PLWF to call on luxury companies to address living wage risks in their global supply chains.
While many other luxury companies have made significant strides on the topic, LVMH has
concerningly not. Between 2017 and 2022, the only positive evolution that occurred was with
the publication of a single sentence on the importance of fair wages in their annual reporting.
Due to this, Amundi voted against the re-election of Bernard Arnault and Hubert Vedrine at the
2022 and 2023 AGMs.

Outcomes and Issuer Momentum

After the 2022 AGM season, when we first leveraged our voting power to escalate our
engagement. LVMH confirmed that they would be committing to a fair wage policy and
indicated that those principles would be announced in 2022. Unfortunately, those principles
were never published publicly, and during our 2023 engagement, LVMH confirmed that first,
they were internal and were not going to be shared outside the company and second, that the
policy only focused on direct employees and not the supply chain. While we do appreciate the
efforts to address the risk for their direct employees, we were very disappointed in this clear
backtrack and the continued refusal to push forward on this topic. Beyond the clear business
risks considering the scale of their global supply chains, LVMH has been a Global Compact
sighatory since 2003, and the UN Global Compact is clear that the promotion of living wage is
a key part of corporate responsibility to protect and respect human rights in order to align with
the UN Guiding Principles. Thus, we find this blatant refusal and backtrack concerning.

However, LVMH admitted to the PLWF group in an investor call, that they are under increased
pressure to do more on the topic, partly due to regulatory pressures. While it is unfortunate
that the only way LVMH can be incentivised is through regulation, we do see this as a positive
indication that we may see more in the future.

Next Steps

LVMH’s continued lack of progress remains a key concern as well as their clear backtrack on
living wage commitments. Due to this we will likely consider additional escalatory actions
going forward. The engagement has been ongoing for many years, but LVMH continues to lack
fundamental due diligence efforts that not only promote living wage, but also help to address
key human rights risks. Thus, we see a clear justification to continue to fight to ensure LVMH is
addressing living wage risks in their global supply chains.
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G. Living Wage Engagement with Electronics and
Technology Hardware Manufacturers

The electronics industry is one of the largest
industries globally and continues to be among
the largest employers in the world. Yet, working
conditions in the electronics and hardware
manufacturing sectors are known to be poor.
Many of the manufacturing sector hotspots,
such as China, India, Malaysia, Thailand, Vietnam
and the US, have not ratified the I[LO Convention
CO087 on Freedom of Association and Protection
of the Right to Organise, while others have in
place specific limitations on workers’ rights.”® As
the demand for electronic products continues
to grow and competition continues to intensify,
and in the absence of robust workers’ rights,
the industry continues to face low wages,
which in turn lead to excessive overtime and
a vicious cycle of human rights violations and
the proliferation of health and safety hazards,
gender-based violence and in extreme cases,
child labour.'”?

Amundi Actions

Although Amundi had previously engaged
with companies who design and manufacture
technology, electronic and hardware equipment
on the topic of living wages, in 2023 we renewed
our efforts through a dedicated effort to engage
with the sector and engaged with 8 large
companies operating across the sector’s value
chain on this matter. The rationale for engaging

Engagement Objectives

- Encourage living wage risk mapping in own
operations and/or supply chain (based on
corporates position in the value chain and
existing commitments).

- Develop a roadmap towards a commitment
to pay the living wage in direct operations
and/or supply chain.

Paying a living wage in the electronics
manufacturing sector is a matter of financial
materiality. The business case for the living
wage in this context includes employee
retention, particularly as some countries where
manufacturing is based are experiencing a brain
drain of educated workers. In Malaysia, a key
country in the global chip manufacturing supply
chain, for instance, brain drain presents a long-
standing challenge for employers, with cost
of living cited as one of the concerns causing
skilled workers to leave the country,'® whereas
in the Philippines, unions have campaigned
for wage increases in recent years as salaries
had remained stagnant since 2018 against a
backdrop of increasing migration outflows.”®
This issue is likely to intensify as some of the
key manufacturing countries progress towards
a middle-income country designation, and
paying below minimum wage will no longer be
sustainable given the increasing cost of living
and resulting employee demands.

with the value chain, including companies’ own
operations, is the complexity of the sector, which
differs from sectors such as garment and food
sectors in that there are large companies with
significant bargaining power represented across
both buyers and suppliers, representing the need
for a more systemic approach to engagement.

- For UNGC signatories: consider joining the
UNGC Forward Faster Initiative on the living
wage.

178. https:/www.somo.nl/state-of-play-and-roadmap-concepts-electronics-sector,

179. https:/www.fairohone.com/wp-content/uploads/2021/11/2.Living-Wage-White-Paper.pdf

180. https://www.emirresearch.com/malaysian-brain-drain-dont-go-chasing-waterfalls,

https://eastasiaforum.org/2023/12/22/malaysias-semiconductor-industry-demands-a-more-strategic-outlook

181. https:/www.industriall-union.org/philippine-unions-fight-for-living-wage

https://publications.iom.int/books/world-migration-report-2022
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The following table summarises key examples from our engagement with the sector in 2023.

Company

Company baseline (2023)

Recommendations

Company A

Sector:
Technology
Hardware,
Storage &
Peripherals

Country:
South Korea

Company operates own manufacturing sites and uses
outsourced suppliers.

Company has worked with a third party (BSR) to conduct
internal living wage mapping since 2018. In 2022, the
company conducted a living wage gap analysis

targeting production workers across its 20 global bu-
siness sites and made improvements to “some of [the]
production sites” to align them with the local living wage
(in line with the Anker methodology).

However, company is not yet prepared to make a formal
global living wage commitment for direct operations, nor
does it yet have a plan to work towards a supply chain
living wage commitment.

Develop a roadmap towards a commit-
ment to pay the living wage in direct
operations and supply chain.

As a UNGC signatory, consider joining the
UNGC Forward Faster Initiative.

Company B

Sector:
Technology
Hardware,
Storage &
Peripherals

Country: USA

Company does not operate own manufacturing sites but
relies on outsourced suppliers.

Company requires suppliers to pay “at least” the legal
minimum wage. Not yet prepared to make a formal com-
mitment but open to engagement.

Develop a roadmap for a supply chain
living wage commitment.

As a UNGC signatory, consider joining the
UNGC Forward Faster Initiative.

Company C

Sector: Semi-
conductors &
Semiconduc-
tor Equip-
ment

Country: USA

Company has own manufacturing sites and uses out-
sourced suppliers.

Company addresses wages and welfare in its social
audits. However, it views living wage data limitations as a
barrier for development of a formal global commitment.

Develop a roadmap for a supply chain
living wage commitment.

As a UNGC signatory, consider joining the
UNGC Forward Faster Initiative.

Company D

Sector: Semi-
conductors &
Semiconduc-
tor Equip-
ment

Country:
South Korea

Company has own manufacturing sites.

Regulation in the company’s home country now includes
expectation to pay the living wage. Company argued that
salary levels in its two largest countries of operation are
higher than either the minimum wage or the living wage.

Include specific indication in disclosures to
confirm that the company pays the living
wage across operations. Provide disclo-
sure explaining processes around living
wage methodology and benchmarking
processes.

Company E

Sector: Semi-
conductors &
Semiconduc-
tor Equip-
ment

Country: USA

Company uses outsourced suppliers.

Primary living wage risks for the company lie in its supply
chain. Company has researched the living wage metho-
dologies and was open to further engagement.

Develop a roadmap for a supply chain
living wage commitment.

Company F

Sector:
Electronic
Equipment,
Instruments &
Components

Country:
Taiwan

Company has own manufacturing sites and is @ major
industry supplier.

Company has a commitment to pay above the minimum
wage and to uphold the freedom of association and col-
lective bargaining, with strong union dialogue in high-risk
countries. No living wage commitment at this time.

Develop a roadmap towards a commit-
ment to pay the living wage in direct
operations and supply chain.

As a UNGC signatory, consider joining the
UNGC Forward Faster Initiative.
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Company G  Company has own manufacturing sites and is a major Consider making a living wage commit-
industry supplier. ment for employees.

Sector:

Electronic Company previously faced wage-related controversies. It

Equipment, recently updated its code of conduct to confirm com-

Instruments & mitment to pay at least the minimum wage and overtime

Components pay and prohibit deductions from wages as disciplinary
measures.

Country:

Taiwan

Company H Company has own manufacturing sites and is a major As a UNGC signatory, consider joining
industry supplier. the UNGC Forward Faster Initiative and

Sector: making a living wage commitment at least

Electronic Company has researched living wage commitments and for direct employees.

Equipment, was considering joining the UNGC Forward Faster initia-

Instruments &  tive.

Components

Country: USA

Our key observation from the engagement
is that the global complexity of the sector’s
manufacturing landscape continues to pose
a challenge to living-wage mapping and
commitments, with companies often citing

Next Steps

In 2024, we will continue to follow up with the
large buyers and suppliers in the sector that not
only face the largest risks associated with a living
wage but can set examples of best practice
and expectations for their partners, as well as
for competitors. We will particularly advocate
further for more due diligence on obstacles to
the living wage in the electronics supply chain

methodological challenges to setting a living
wage policy. At the same time, the growing
adoption of the living wage language and
increased responsiveness to engagement on the
topic are an encouraging sign.

and building the living wage more explicitly into
supplier codes of conduct for companies who
have not done so yet. We were encouraged to
see that some companies are already adopting
the living wage language and are conducting
living wage mapping exercises, but we hope to
see more companies move beyond this analysis
to formal commitments going forward.
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Case study 45: Engaging on the Living Wage with a Large US
Hardware Manufacturer

Context

In 2022, Amundi started engaging with Western Digital, an American data storage company.
In addition to offering data centre and cloud storage services, the company manufactures a
variety of computer storage devices. The company was initially identified as a target for the US
Living Wage engagement campaign following a review of its CEO to median pay ratio (which
was 3332:1 in 2022). However, unlike some of its peers, Western Digital directly employs staff
in emerging markets, including China, Thailand, the Philippines and Malaysia. This in turn has
implications for median pay in the company but also raises the need to ensure that workers in
lower-income regions are compensated fairly to help retain experienced manufacturing staff
and avoid extensive outsourcing.

Amundi Actions

In our first engagement with Western Digital, we raised our concerns about executive pay and
encouraged the company to take action on the living wage and employee welfare.
Engagement Objectives:

- Increase company awareness on the material importance of fair wages for lowest paid
employees, particularly in manufacturing operations, with the aim to ensure all directly
employed workers earn a living wage.

- Increase company reporting around key employee related metrics, including internal
promotions rates, evidence of systematically collecting and responding to employee
feedback among others.

- Commit to safeguarding freedom of association and collective bargaining.

Engagement Outcomes and Issuer Momentum

In 2023, we observed some positive developments at the company:

- Western Digital privately shared enthusiasm for a living wage assessment, most likely still in
2023 (although methodology was still to be determined)

- Acknowledged freedom of association as an area of ongoing focus, with plans to assess
opportunities to include a relevant commitment in the next human rights policy iteration

- Added examples of employee feedback in the 2022 Sustainability Report, including
acknowledgement of integrating employee feedback in ESG materiality assessment
exercises and design of benefits

- Expanded reporting on access to You Matter, the company’s global benefits and well-being
program.

At the same time, however, we are yet to see an improvement in the CEO and median pay levels.
We therefore underscored these concerns in a governance meeting with the company.

Next Steps

We were encouraged by the company’s responsiveness and some of the initial evidence of
change. We shared examples of best practices and living wage methodologies from our prior
research and engagement experience. We hope to see the living wage assessment completed in
2023 or Q1-2 2024. Additionally, we do hope that the company will make a formal commitment
to respect the freedom of association and collective bargaining and further strengthen its
workforce reporting. Finally, we hope that these efforts will ultimately have an impact on the
CEO-median pay ratio in the medium to longer term.
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H. Engaging to Promote Gender Diversity

Amundi is a strong believer in the value of
diversity. We are convinced that diverse
leadership teams make better decisions, as
they avoid group-think and are able to take into
account a wider scope of perspectives, which is
critical as companies advance in an increasingly
complex environment.

We consider gender diversity to be not only
a social cohesion imperative but a bearer
of financial and operational materiality
Research suggests, in particular, that female
representation in top management improves
firm performance (as evidenced by a meta-
analysis of 146 primary studies from 33
countries),”® particularly for companies focused
on innovation (demonstrated in an analysis of
15 years of panel data from 1500 large firms).!®
Studies have also shown gender diversity is
associated with more productive companies, as
measured by market value and revenue, albeit
specifically in contexts where gender diversity
is viewed as normatively accepted.®™ However,
women remain underrepresented in business
leadership globally despite their significant
contribution to the global economy.’®®

Amundi engages companies, encouraging them
adopt effective strategies for becoming more
representative and inclusive organisations.
However, local context is important for this
engagement, as discussions with companies
on this topic can be complex in some markets,
where the focus has shifted from gender to
ethnic diversity in recent years (as in the United
States). At the same time, while we recognise
the importance of looking at the various facets
of diversity that are locally relevant, we believe
companies should not cease their push to
improve gender diversity but continue them
alongside other efforts.

In 2023, we engaged with 482 unique companies

on gender diversity through several types of

campaigns:

- Specific engagement with 120 companies
where gender diversity was identified as

182. https://journals.aom.org/doi/abs/10.5465/amj.2014.0716
183. https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.1955

a material issue of concern through our
research and previous engagement.

A dedicated engagement targeting
companies with a high difference between
the number of women in the global workforce
and the number in the governance bodies,
representing nearly 40 companies.

The 30% Club campaigns in Germany, France
and Japan:

=>We are pleased to have launched the 30%
Club Germany Investor Group™® to boost
the number of women in board seats and
within the executive leadership of DAX40
and MDAX companies. We engaged with
88 companies for the first year of this
initiative.

=>We continued to be an active member of
the 30% Club France Investor Group more
specifically targeting the SBF120 for the
last 3 years, and we engaged 16 companies
(of the 25 targeted this year by the 30%
Club).

=>|n Japan, the 30% Club group focused
on sharing knowledge and best practices
and setting the stage for collaborative
engagement with companies.

Region- or sector-specific campaigns

representing nearly 90 companies:

=>»Our continued efforts in Japan, where the
representation of women both in company
governance bodies and the workforce
has historically been low. We have been
engaging with companies for several
years now and are pleased to see that
the Japanese government has proposed
to require that companies listed on the
Prime Market appoint one female director
by 2025 and reach at least 30% women
directors by 2030.

=>Engagement with Food Retail, a sector
where women are over-represented in
the global workforce (up to nearly 75% in
some companies), a proportion drastically
decreases at management levels and where
they represent a minority in the governance
bodies.

184. https:/hbr.org/2019/02/research-when-gender-diversity-makes-firms-more-productive

185. https:./www.unwomen.org/sites/default/files/2023-09/progress-on-the-sustainable-development-goals-the-gender-snapshot-2023-en.pdf

186. The 30% Club Germany Investor Group has six members representing around 4.5 trillion euros in assets under management as of
December, 3t 2023: Allianz Global Investors, Amundi, Candriam, Columbia Threadneedle Investments, LGMIM and Sycomore AM. Website

available here.
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=>Engagement with the technology sector,
where women’s representation in the
workforce and leadership remains low
even against a backdrop of continued
competition for talent.

- Engagement on board diversity (please refer
to page 294 and 315 of the Voting Section for
more details).

Engaging Companies with High Discrepancies Between Women in
the Global Workforce and Governance Bodies

Context

Although significant differences exist in women’s
representation across geographical and sectoral
contexts, we generally expect corporate
leadership teams to reflect the composition
of the workforce and where this is not the

Engagement Selection

In an analysis of our holdings conducted in 2023,
we assessed the presence of women in the
workforce, specifically paying attention to the
following factors:

- Proportionality of women’s representation
across the entire workforce and in leadership
positions (including Senior Management,
Executive Committee or equivalent, and the
Board), and

- The three-year momentum of this metric,
with an expectation that momentum should
be positive.

Once our analysis done, we build targeted
companies by combining the following rules:

Engagement Objectives

We encouraged companies to:

1. Adopt specific time-bound, public gender
diversity targets relevant to the company’s
sector and geographical presence and
disclose them publicly.

2.Achieve proportionate representation of
women across the workforce and in senior
leadership and disclose the data publicly
for developed market companies; or have at
least one woman in the governance bodies
and disclose the data publicly for developing
market companies.

case, to develop a strategy for addressing this
discrepancy. Therefore, we engaged with
companies where women are disproportionately
represented at top management or workforce
levels.

- High discrepancy between the number of
women in the global workforce and their
share in the governance bodies.

- Geographical representation (excluding
Europe, where there is an increasing
legislation and where we have engaged a lot
on that topic already).

- Sector representation.

- No positive trend in terms of female
representation in recent years.

Our final engagement sample comprised 40
companies to whom we sent a letter outlining our
expectations as a first step of the engagement.

3.Develop a dedicated strategy to assess
current barriers to women'’s representation in
the workforce and particularly in leadership
positions and to address them. We especially
encouraged companies to demonstrate board
and senior leadership oversight of promoting
gender diversity within the company, with
evidence of accountability for progress; and
appoint a DE&I Manager (or equivalent)
supported by relevant function and budget,
with a clear outline of work scope and
reporting lines to senior management and the
Board.
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4.Implement a dedicated action plan on gender
diversity, including:

=»Actions to assess and promote access to
parental benefits

=»Succession planning and promotions to

incorporate gender diversity considerations

=»Gender pay gap assessment and adoption
of an action plan to close it.

Engagement Outcomes and Issuer Momentum

The first year of this engagement was very much focused on research and company selection. Some
of the companies have already contacted us to better understand our requirements and to hear

more about our engagement.

Next steps and Amundi Engagement Outlook

2024 will be dedicated to engagement meetings with companies we have contacted, understanding
any potential obstacles they face in supporting women’s representation and progression, and

providing relevant feedback.

30% Club: Pushing for More Gender Parity at the Board and ExCom

Levels

Launch of the German 30% Club Chapter

In Germany, since 2016 the majority of listed
companiesarerequired by law to haveaminimum
of 30% of women on the supervisory board.
While the 30% hurdle has largely been reached
for supervisory boards at DAX companies, we still
observe a lack of diversity across the country’s
management boards. Indeed, as of August
2023, only one company in the DAX 40 and one
in the MDAX had a female CEO, and the gender
balance on management boards of the DAX40 is

Engagement Objectives

The engagement encouraged DAX 40

companies to focus on the following:

1. Governance bodies: to have an action plan in
place to ensure that companies’ management
teams comprise at least 30% women. We
aspire to extend this scope to the MDAX
in the future. 30% is the level at which a
critical mass is achieved and contributions
from a minority group are heard and valued,
positively impacting leadership decision
dynamics.

behind international standards, standing at only
22% in August 2022, Therefore, in 2023, Amundi
launched the 30% Club Germany Investor Group
with other asset managers and asset owners.
Our active engagement focused on DAX 40 and
MDAX companies that we identified as laggards.
We also aimed to reach out to companies that
demonstrate positive performance to identify
best practices.

2.0Operational effectiveness: Outline the internal
policies in place and how these support the
development of a gender-diverse talent
pipeline as well as allow the progression
and promotion of women at all levels of the
organisation.

3. Transparency: Consistently disclose the
gender composition of the first three levels
of top management positions (“Vorstand”
and 1. and 2. “Fahrungsebene”) and overall
workforce in their annual report, and also how
the company is aiming to improve its gender
balance across teams.
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4.Accountability: Whilst all members of the and Chairperson of the board. Companies
board are responsible for promoting diversity, should clear on where the accountability
the overarching responsibility should lies and how this drives commitment to the
come from the top and sit with the CEO company’s diversity strategy.

Engagement Outcomes and Issuer Momentum

This first year was very much focused on creating the German Chapter and coordinating the initiative.
We managed to start our first round of engagement by sending letters to 90 companies. To analyse
and evaluate the companies’ sustained progress, we have developed a list of key performance
indicators that will form the basis of our assessments of best practices and engagement.

Next Steps and Amundi Engagement Outlook

Going forward, we will start evaluating companies based on this list of indicators. This will enable
us to create a proprietary dataset shared among investee members and push for more robust and
granular reporting on the topic. Furthermore, the group will expand the pool of investee companies
under engagement and begin monitoring and tracking progress of those companies over the course
of the following years.

The French 30% Club Chapter: Progress Continues, but Still Slow

Context

France was one of the first countries to legislate  However, not all glass ceilings have been broken,
the need to open corporate governance bodies given the low number of women members of
more widely to women, with the famous Executive Committees: less than a quarter of
Coppée-Zimmerman law, enacted in 2011. The seats for SBF 120 companies in 2021. France
law required 40% representation of women has therefore decided to legislate once again
on corporate boards. Ten years later, we can  with the Rixain law (2021) requiring companies
only note its success: France ranks first in the  with over 1,000 employees to have at least 30%
world in terms of board feminisation at major women on their Executive Committees by 2026
listed companies, with a proportion of over 46% and 40% by 2029. Failure to do so could result in
women by 2021. This proportion has more than  a financial penalty of up to 1% of payroll.

tripled in the decade since the law was enacted.

Amundi Actions

Amundi, in 2020, co-launched the 30% Club France Investor Group. The group now has more than
15 members working to address the lack of gender diversity in top management in the SBF120. In
2023, the 30% Club engaged with 25 companies, and Amundi took part actively in more than 15 of
these efforts.
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Engagement Objectives

The 30% Club has set up 2 specific targets:

1. TWe expect companies to reach the 30% ratio
of women in ExCom by 2025, one year earlier
than required by the law.

2. We expect companies to be transparent

regarding the processes used to find and
appoint new members to the Executive
Management team and demonstrate how
that process ensures a diverse leadership
committee.

Engagement Outcomes and Issuer Momentum

After 3 years of engagement with companies,
we observed that:'®’

- Companies are increasingly willing to engage
and are better prepared for engagement
meetings.Refusal to engage is more the
exception than the rule, although we faced
some rejections under the pretext: “we
already have 30% women on our Executive
Committee.” However, we find this reasoning
insufficient, especially as our focus goes
beyond the representation of women,
recognising that achieving gender balance
at the executive level is crucial but not
sufficient for a comprehensive transformation
within the organisation. On the other hand,
we also observed notable improvements at
companies with which we had engagement
interactions.

- Most companies we met are convinced of the
value of gender diversity, but progress is still
slow and transparency insufficient.

=>»The percentage of women on Executive
Committees across companies now
stands at nearly 30% (which is mostly in
line with our initial target). Of note, this
average percentage reflects very disparate
situations, as the SBF120 is evenly split
between companies that have less and

more than 30% female representation. In
France, women are very engaged in the
labour market and account for nearly half
the labour force.”® As a reminder, our initial
target of 30% is just a floor, as our ultimate
goal remains parity.

=>Nearly all the companies have targets and
action plans in place, but these targets
lack consistency in terms of scope (which
executive body is really targeted) and
granularity (how to get there). These are
limiting factors for assessing the genuine
ambition for gender equality. Gender
pay gap is the most contentious item,
as it captures the poor performance of
companies in the past and in particular,
leaky pipelines and glass ceilings.

- From a sector perspective, Financials &

Insurance and Consumers with high female
employment rates still have obvious glass
ceilings. On the other hand, Manufacturing
and STEM (science, technology, engineering,
and mathematics), which face difficulties

in sourcing women, achieve good female
representation at the top. Priorities are
different across industries, so it was helpful
to understand the obstacles to women’s
progression across sectors.

187. The full report is available at: https:/30percentclub.org/wp-content/uploads/2024/03/30-Club-Annual-Report-2023-1.pdf

188. https:/genderdata.worldbank.org/countries/france,
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Assessment at start of

campaign (2021)

Past Recommen-
dations

Evolution in Past Years

Status in 2023

Company A

Sector: Bank

Target to have at least
30% women on its mana-
gement bodies by 2023.

Show a greater gen-
der balance at the

General Management

level (highest gover-

In 2022, proportion of
women in General Mana-
gement increased to 33%
(2 out of 6). Introduced

In 2024, we will
follow up on the
recommenda-
tions that were

Country: At the end of 2021, perfor- : ning body below the goal to have at least 50% not reached
France mance was as follows: board) with more women on succession in 2023 and in

-23% women in Strate- concrete momentum plan slates compared to particular, any
gic Committee (Top 30 towards targets and historically including at targets, at group
positions); 26% women in communicate on a least 1 female. Open to our level, reinforcing
Management Committee near-term action plan. @ feedback on additional dis- the statement of
(Top 60); 25% women in Publicly disclose a closure for more granular any forced and/or
key group positions (Top clear action plan to diversity data. child labour risk
150). drive gender diversity Based on the company’s management.
However, a drop in at the company all the | developments and our
percentage of women on way up to the highest 2022 engagement dialogue @ We also expect
the Management Com- management levels. we evolved our engage- to see greater
mittee (top 60) to 26% in ment objectives for the transparency on
2021 from 29% in 2020. company to include: the traceability of

O Increased transparency any raw material

on retention measures for purchased that

women; more granular is most exposed

diversity data disclosures to forced and/or

to allow investors to assess child labour risks.

progress, such as gender

breakdown of turnover

rates and percentage of

women in the top-10 re-

muneration of the com-

pany; (3) greater ambition

than current target of ‘at

least 30% of women by

2023 in management bo-

dies’, given the proportion

of women in its workforce

Next Steps

Amundi decided to close some of the engagements with companies that had reached the 30%
threshold already and that are identified as having a strong process in place regarding women. This
will allow us to focus on companies that still need engagement efforts to go forward on the road to
increasing the number of women in their governance bodies or, sometimes, in their global workforce.

Engaging on Gender Diversity with Japanese Companies

Context

For a number of years, Amundi has engaged
with Japanese companies on gender diversity,
focusing in particular on women’s representation
at board and leadership levels. The World
Economic Forum'™® estimates that in Japan,
just 54.2% of women are in the labour force,
with only nearly 13% female senior officers.”®©
Yet, women’s educational attainment is at
parity with that of their male counterparts. This

189. https:/www3.weforum.org/docs/WEF GGGR 2023.pdf
190. https://www3.weforum.org/docs/WEF GGGR 2023 .pdf

suggests that there are significant opportunities
to increase women’s participation, particularly in
the context of a tight labour market.

Unsurprisingly, then, Japanese boards
of directors have customarily been male
dominated. For instance, research from Egon
Zehnder suggests that while in 2022 over 92%
of Japanese firms had a least one female board
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director on their board, less than half of boards
(40.2%) had two women directors.” In that
regard, we welcome the recent proposal from
the Japanese government that companies listed
on the Prime Market should have to appoint
one female director by 2025 and reach at least
30% of women directors by 2030. However, we
believe the policy could be more ambitious, as
we expect companies to reach that threshold

Amundi Actions & Objectives

For Japanese companies,”” Amundi’s voting
policy generally requires voting against
representative directors if the board does not
include at least one woman. As we continue to
refine our voting policy, we also keep engaging
with companies, in Japan and elsewhere, for
boards to be at least a third female. As a proof
of this, Amundi refined the voting policy at the
beginning 2024 to require at least two women
on the board of Japanese companies.'*

When engaging with Japanese companies,
Amundi encourages them to undertake the
following actions, aligned with our global
expectations:

- Adopt specific, time-bound gender
diversity targets relevant to their sector and
geographical presence and disclose them
publicly.

- Achieve proportionate representation of
women across the workforce and in senior
leadership and disclose the data publicly.

- Develop a dedicated strategy to assess
current barriers to women'’s representation
in the workforce, particularly in leadership
positions and address them.

sooner. In light of these regulatory expectations,
there is an urgent need for Japanese companies
to increase the number of female managers
who can serve as potential board candidates - in
other words, to expand the pipeline. Increasing
the diversity of Japanese boards is therefore a
central element of Amundi’s voting approach in
Japan.

Additionally, Amundi is a member of the 30%
Club Japan. As part of this work, in 2023 the
investor group members shared best practices
for engagement and discussed identified issues
and prospects for promoting gender diversity,
some of which were published in public progress
reports.’o4

Engagement selection

We selected companies listed on Japan’s prime
market that had less than 30% women on their
boards and in senior management positions.
Priority was given to companies with the largest
market capitalisation and those that could
maximise collaboration with active portfolio
managers based in Tokyo.

Issuer Evolution

In 2023, we saw mixed momentum across
the Japanese market, with some companies
introducing female representation targets that
could nonetheless be more ambitious. Examples
of our engagement are listed in the table below.
One of the encouraging developments we saw
was the appointment of a female CEO by a
company operating in the technology sector,
which is already challenging for women in the
country and globally.

191. Latest figures available. https:/www.egonzehnder.com/global-board-diversity-tracker/regional-spotlight/japan

192. For other developed market, Amundi required 33% of women at board level

193. For Japanese companies with a market capitalization of USD 3 billion or more
194. https://30percentclub.org/wp-content/uploads/2023/04/Progress-Report-E-vol2-vf.pdf
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Engagement Outcomes and Issuer Momentum

Company A
(Commercial &
Professional Services)

-2 female board directors
(=29%)

- Announced interim targets
toward the 2030 gender
parity

Engagement baseline

-1 female board director
(=17%)

- Committed to gender parity
on board and in leadership

-3 female board directors
(=38%)

-Began reporting actions
and progress by business
segment

by 2030
Company B Engagement baseline -1female board director - Still only 1 female board
(Health Care - , e (=13%) director (=13%)
Equipment & 1 female board director (1%) - _ - itted to 30% women
Supplies) -Responded positively to our and 20% foreign nationals on

diversity outreach. board by 2030
Company C Engagement baseline -1 female board director (1 - Still only 1 female board

(IT Consulting &
Other Services)

female director appointed to

- 1female board member (11%) © the Audit and Supervisory

- Ratio of female managers: Board)
7.6% - Ratio of female managers:
8.3%.

director

- Ratio of female managers:
8.5%

- Appointed female CEO who
will start in April 2024

- Set target for female
managers (13% by 2025)

Next Steps and Amundi Engagement Outlook

In 2024 we plan to strengthen our engagement and target more Japanese companies with low
female representation in leadership.
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Case study 46: Engaging on Gender Diversity with a Japanese
Electronic Components Manufacturer

Context

Amundi engaged on gender diversity with a large Japanese manufacturer of electronic
components with more than 250 locations in over 30 countries. The company has over 100,000
employees, about 90% of whom work outside of Japan. To capitalise on its global footprint and
remain competitive in a rapidly evolving sector, the company needs to make the most of the
varied skills of its employees, but it also has to remain an attractive employer for the global talent.
Gender diversity is one of the areas that has not progressed substantially within the company,
however. For example, only one of the seven board directors is a woman (representing just
14% of the board members). In addition, the percentage of female managers at the company
was only 3.8% in FY2022 suggesting a very small female leadership pipeline. Meanwhile, its
current target of 15% women in management positions by 2035 was not necessarily ambitious
compared to those of industry peers, especially considering its largely international workforce
and global competition.

Amundi Actions

We were concerned that the proportion of female executives at the company, which primarily
reflects the situation in Japan, is low compared with the industry average. Therefore, in 2023 we
encouraged the company to identify the barriers to increasing the number of female managers
and then to develop strategies to overcome them.

Engagement Objectives
Our key engagement objectives for the company were as follows:

1. Set a more ambitious target for the ratio of female managers
2. Assess barriers to women’s progression within the company and develop a strategy to
address them.

Engagement Outcomes & Issuer Momentum

When we engaged with the company in September 2023, we expressed our concern that
the lower than industry average ratio of female managers at the company could suggest a
lack of commitment to this matter from top management. The company did acknowledge
the importance of promoting gender diversity across its operations. It also informed us about
some of the actions it was undertaking to prevent harassment and support women'’s career
development through education. However, our view was that much more robust action was
required going forward.

Next Steps

In 2024, we will continue to call for the development of strategies to increase the number of
female managers, especially in Japan and encouraging the company to outline a more systematic
approach to supporting women’s representation and progression. Although education is an
important means of empowering female managers, we would like to see the company identify
specific gaps in current policies and practices that, if addressed, could support women’s
advancement. In addition, the company’s female representation on the board is currently at
odds with Amundi’s revised voting policy at the beginning of 2024, which requires at least two
female directors. Therefore, in 2024, we will include increasing the number of female directors
in the scope of our engagement and encourage the formulation of clear targets and strategies.
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Food Retail: A Need for Governance Bodies to Better Reflect the Very

Female Global Workforce

Amundi Actions

The food retail sector workforce is a
predominantly female one. Yet, despite
the significant representation of women in
corporate workforces, on average, women tend
to be underrepresented in senior leadership. A
study published in 2019"° based on UK market
data showed the low proportion of women in
management bodies: an average of only 26.7%
of board roles were occupied by women, while
the percentage dropped to 22.6% at Executive
Committee level.®® Four years later, we wanted
to assess whether the situation had changed
around the world. Indeed, we consider that
governance bodies must reflect their employees’
profile globally, as it is important to attract and

Engagement Objectives

Our engagement aimed to:

- Ensure that companies have at least a third of
women at the board level as required in our
Voting Policy, and push companies that have
not yet met this threshold to adopt a relevant
time-bound target.

- Highlight the importance of having a 30%
female pipeline at the Executive level, as this
governance body is often used to elect board
members.

retain talent by demonstrating the presence of
role models and by having senior leadership
who can understand employee expectations
and build rapport with staff, which could
enable employee productivity through greater
engagement and satisfaction.”?’

This is why we engaged on this topic with 14
food retailers, including 6 European companies,
5 North American companies, and 2 companies
based in Developed Asia. These companies
were selected because of their significant size
and with the aim to have an even geographical
representation.

- Achieve proportionate representation
of women across the workforce, and
more specifically in the management and
governance bodies.

These main targets can be met by developing
the right policies to promote women and by
implementing the right KPIs and the right
culture.

Engagement Outcomes and Issuer Momentum

Of the fifteen or so companies we have
worked with, we have noted a common thread,
regardless of geographical region: although
women account for an average of 60% of the
workforce, their numbers gradually decline
in the management ranks until they are in the
minority (around 30%) at Board and ExCom
levels. As a result, there are half as many women
in governance bodies as in the overall workforce.
This result confirms, albeit on a smaller scale, the
study carried out by MBS Intelligence and shows
that the representation of women has changed
little over the last 5 years.

What is behind this gender inversion in
governance bodies? Several reasons are given
by the companies we engaged:

- Flexible working hours (part-time work),
which mainly attract women, and are
especially prevalent among the least qualified
positions in stores, enabling women to
supplement their income while continuing to
devote themselves to their families.

- Women'’s self-censorship when applying for
management positions.

- The persistence of sexist stereotypes
that ‘naturally’ value men in management
positions to the detriment of women.

195. https://www.thembsgroup.co.uk/wp-content/uploads/2019/11/397402-MBS-Group-%E2%80%93-Diversity-in-Grocery-Brochure.pdf

196. Sample of 200 UK companies

197. https:/www.sciencedirect.com/science/article/abs/pii/S0969698905000627
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The identification of this last point by companies
is recent and good news. It shows a better
understanding of the subject than 5 vyears
ago, and a wider consensus on the presence
of unconscious sexist biases that need to be
flushed out and overcome by employees.

The #MeToo movement in the USA, then in
Europe, has undoubtedly played a role in raising
awareness, by bringing to light pervasive sexism
at a number of companies, across all sectors,
and the need to launch policies for combatting
it. For example, many companies cited the
introduction of gender equality training, alert
systems to report discrimination, and training
on unconscious bias, a relatively new feature
that was non-existent or relatively confidential
before 2017.

Other positive developments include:

- The identification of gender equality as a
material issue by all companies, and the
positive discourse of all companies on this
topic.

- The implementation of structured and
appropriate policies by almost all companies,
including quantified targets.

- An increase in the number of women at
intermediate levels, i.e., at management level,
even if this is slow.

- Transparency on gender indicators within
their workforce over several years.

Despite rather generous and well-structured
action plans, we can only observe that concrete
results in governance bodies are slow in coming.
The best companies manage to come close to
parity, or even achieve it in one of the two highest
governancebodieseither Boardor ExCom.Infact,
none of the companies in our engagement pool
had achieved parity for both the Board and the
ExCom. Many companies have set quantitative
targets for their governance bodies, or tell us
they are in the process of doing so. Only one
company (USA) firmly opposed this practice,
arguing that this would be discrimination for
which it could be sued, an astonishing argument
in the land of positive discrimination.

Next Steps and Amundi Engagement Outlook

Next year, we will continue to work with food retailers on this issue, in order to support the efforts
made by a number of companies. This second year of engagement will be an opportunity to share
the best practices identified in 2023 and to bring on board the companies that are least committed

to the subject.

Encouraging Women’s Representation and Progression

Technology Sector

Over the course of 2023, we also engaged with
technology companies on gender diversity.
Competition for scarce talent remains one of the
key human capital challenges for the sector, and
increasing women’s representation is a matter of
not only social equity but also access to skills.
Along with other categories of representation,
gender diversity can contribute to a better
understanding of design, use and access

in the

needs of customers and clients through better
products. However, according to one recent
analysis, women represent just under a half
(49.3%) of total employment across occupations
other than science, technology, engineering
and math (STEM), but just under 30% of STEM
workers around the world, with less than a fifth
of senior leadership roles in STEM sectors taken
up by women.?®

198. https:/www.weforum.org/publications/global-gender-gap-report-2023/in-full/gender-gaps-in-the-workforce
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In 2023, we engaged with 27 software and
hardware technology companies on gender
diversity. Our main asks were as follows:

- Time-bound, public diversity targets, ideally
including multiple levels of the organisation;
we also specifically encouraged setting
targets for women'’s representation in
technology roles to address continued
over-representation of female talent in
operational roles. Given the general under-
representation of women across the
workforce in tech companies, we asked for
absolute representation targets rather than
parity between women’s representation in
workforce and leadership.

- Gender pay gap assessment and action plan
to address discrepancies, where relevant.

- Setting expectations for supplier diversity to
support systemic change in the industry.

- Adopt or strengthen practices supporting
women’s retention and advancement,
including parental leave, leadership programs
and mentoring schemes.

We also engaged with companies on improving
overall working conditions, including efforts to
prevent sexual harassment (see page 177 on
Working Conditions), and on enhancing the
scope of their parental support benefits beyond
companies’ home jurisdictions.

199. https:/www.mckinsey.com

Our key observation from engaging with the
sector is that progress on securing female
talent and enabling women’s progression in the
organisational workforce is mixed. One of the
most common strategies to promote workforce
gender diversity in the sector, shared by nearly
all companies in our engagement pool regardless
of where they were based, is engaging with
universities and schools to increase women’s
representation in technical degrees. Indeed, one
of the sector’s greater challenges in securing
diverse candidates appears to be their limited
graduate pipeline, which leads to increasingly
fewer senior female specialists.”® However,
we would like to see companies move beyond
relying primarily on this approach. First, female
STEM graduates often fail to transition smoothly
into their first technology roles and often leave
in the first few years in the industry - before they
start advancing in their career.?°® This points to
the need for further efforts by employers to not
only support women'’s representation in STEM
education, but also intervene at the point of entry
into the workforce, focusing on retention and
progression. Second, although we appreciate
that technical roles require highly specialised
skills and knowledge, with technology itself
increasingly democratising access to training
opportunities, we believe that companies could
do more to promote women from within and
to consider more varied strategies to attract
candidates across all levels of experience. Lastly,
we hope to see more efforts directed at retention
of female talent to complement the considerable
efforts that go towards recruitment of women in
technology and make them more sustainable.

~-/media/mckinsey/featured%20insights/diversity%20and%20inclusion/women%20in%20the%20

workplace%202022/women-in-the-workplace-2022.pdf

200. https:/www.weforum.org/publications/global-gender-gap-report-2023/in-full/gender-gaps-in-the-workforce
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Assessment at start of

campaign

19% of employees are women as of
2023.

Company A

Sector: Semi-
conductors &
Semiconduc-

Company had assessed that there
was no pay gap between men and

tor Equip- women in the organisation.
ment
Female leadership target included
Country: in executive remuneration. Targe- pool.
Netherlands ting 12% women at leadership levels
by 2024 (10% in 2022).
Company B 35% of employees are women.
29.4% women in management (tar-
Sector: get: 30% of women in management
Software by 2023).
Country: Launched new Diversity & Inclusion
Germany Strategy and first Annual Diversity

and Inclusion report in 2023.

Aiming to reach gender parity
across all levels, with women in ma-
nagement and three levels below
Board level planned to be included
as part of ESG KPlIs in executive
remuneration.

Recommendations

Identify and provide disclo-
sures on areas perceived to
be as key areas of leverage
for female advancement in
the company.

Consider international re-
cruitment to broaden talent

Set clear, time-bound,
public targets for women’s
representation across the
workforce.

Status in 2023

Reported making progress

on building a female talent
pipeline. Focusing on providing
women with skills and training
to meet job needs.

Engagement surveys unable to
identify a specific area of im-
provement expected by female
employees.

Working with universities
globally to increase female
representation in STEM.

Focussing on regulatory disclo-
sures (CSRD) caused company
to deprioritise gender diversity
reporting.

Conducted a pay gap analysis
and made adjustments where
necessary (men were paid less
in one region).

Reluctant to set more ambi-
tious targets - philosophy is to
work towards parity over the
long term and make sure that
they all have equal opportuni-
ties.

. Engaging to Promote Disability Inclusion

Context

Although approximately 15% of the global
population suffers from some form of disability,?®
the topic of disability inclusion has received less
attention than other issues within the diversity,
equity and inclusion (DE&ID) umbrella.

Promoting the inclusion of people with
disabilities in the workforce is not only a matter
of equal rights and social justice; several studies
have demonstrated that it also contributes to
sustainable growth and development.?®? One
of the conclusions from the report “Unlock the
Competitive Advantage of a Disability-Inclusive

Workforce,” by Heidrick & Struggles states that
organisations are “increasingly recognising that
disability-inclusive employment has positive
implications for all aspects of their business.
The mind-set is shifting from that of fulfilling a
corporate social responsibility (CSR) obligation
to one of seizing an opportunity to offset the
talent shortage and even support business and
cultural transformation.”?%3

Amundilaunched a dedicated disability inclusion
engagement effort in 2022.

201. https://www.who.int/fr/news-room/fact-sheets/detail/disability-and-health#:~:text=0n%20estime%20que%20plus%20d,15%20%25%20
de%20la%20population%20mondiale
202. “Unlock the competitive advantage of a disability-inclusive workforce” by Heidrick & Struggles (2022), “Getting to equal: The disability

ccenture (2018)

nclusion aa

203. https:

/antage” b

www.sgenable.sg/docs/report
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Amundi Actions

Inclusion of persons with disabilities is a topic
that concerns all sectors. Still, the challenges and
practicalities certainly differ between service
companies, on the one hand, and manufacturing
companies on the other hand, and nuances exist
within individual sectors. To have a wider reach
and deeper understanding of the challenges at
hand, we deliberately chose for this engagement

Engagement Objectives

campaign to include a range of sectors,
representing different levels of involvement
in manufacturing and services provision: TMT,
healthcare, consumer, industrials and financials.
In 2023, we followed up with 48 companies we
engaged during 2022, but also added another
27 companies to our engagement pool.

There were two broad aims for our engagement that apply to all sectors:

1. Increase company awareness on the topic of disability inclusion.

2. Encourage the adoption of disability inclusion best practices.

Engagement Outcomes & Issuer Momentum

We noted from this engagement campaign
that, while most companies do have an overall
DE&l strategy in place, a dedicated strategy
for disability inclusion is often missing. A
dedicated disability inclusion strategy would
include a relevant standalone policy distinct
from other DE&I policies, active direction from
top management on the topic, allocation of a
dedicated budget and a regular policy review.

When companies do have a disability strategy
in place, it appears in some cases that these
strategies, upon closer look, are an exercise
meant primarily to address regulatory or other
stakeholder requirements and can therefore lack
substance. We will thus remain vigilant about the
extent to which disability inclusion strategies can
be considered meaningful and ask companies
for concrete examples of implementation and
evidence of progress made over time.

It also became evident that national regulation
plays a crucial role in the content and strength
of disability policies. Corporates operating in
countries that have a reporting requirement
(e.g., the US), or impose a minimum quota
or an aspirational goal (France, US, Japan)
demonstrated higher levels of integration for
disabled employees.

In terms of monitoring and communicating on
the representation of employees with disabilities,
it became apparent that only a minority of
companies discloses this information. Still, the
number of companies monitoring these numbers
appears to be on the rise. This monitoring is
often driven by a practice that we primarily see
in the US, the voluntary disclosure by employees
of disability status (also referred to as self-
identification). Where the number of (self-)
reported people with disabilities remains low
and when there is no obligation for companies
to externally communicate on the matter, these
figures are often not made public. For European
countries, we noted that self-identification and
reporting on minority group representation is
rendered difficult due to regulation, including
data privacy laws. It also appears that employees
find it difficult to self-report. Overall, given
these challenges, even when the rate of people
with disabilities is published, the figure is likely
underestimated.

Globally, we are seeing companies working
to encourage people to speak up about their
disabilities and to create disability-inclusive
cultures (through awareness raising programs,
unconscious bias training for employees,
employee resource groups, and deployment of
DE&I champions, among other strategies). This
is especially common in the US.
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In terms of global initiatives, a large number of
corporates with whom we engaged mentioned
participating in the Disability Equality Index of
Disability:IN2°4 and/or the Valuable 500 group.20°

Finally, corporate
with some companies in our engagement pool
using the term “uniquely-abled” for people with
disabilities.

language

is also shifting,

Selection of corporates under engagement since 2022 start of campaign

Sector

Assessment at start

campaign (year 1)

Past Recommen-
dations

Progress over 2022-
2023

Additional /
remaining recom-
mendations

Company A - Rate of employees with - Implement an - Implemented - Dedicate a special
disabilities at 2.47%, (vs. annual voluntary voluntary disclosure budget at group
Sector: Japanese legal rate of disclosure campaigns (annual & level for disability
Telecom 2.3%). campaign (to after post-accidents). inclusion efforts.
- Actively participating in promote self- - Started regular
Country: events to promote the identification). meetings internally
Japan workforce inclusion of - Dedicate a special to discuss strategies
people with disabilities. budget at group for hiring/
- Broad infrastructure level for disability retaining people
(physical, humnan, inclusion efforts. vv'\th_ disabilities in
online) to support dedicated teams.
people with disabilities
at work.
Company B - Company is an equal - Develop a specific - Launch of the new - Develop a specific

Sector: Food

opportunity employer
but has no specific

disability policy.
- Monitor and

DE&I strategy in
process.

disability policy.
- Monitor and

products disability policy. publish the rate of - Intend to do more publish rate of
c trv: - Company has a DE& employees with a work on disability as employees with a
Nglr‘vr\‘/a?,. strategy in place, which disability. part of the new DE&I disability.
is in the process of - Allocate a specific strategy. - Allocate a specific
being updated. disability inclusion - Open to start disability budget.
budget. monitoring and - Develop retention

- Develop a retention publishing the rate program for
program for people of employees with people with
with disabilities. disabilities. disabilities.

- Encourage - Have managers
managers with a with disability
disability to openly openly identify.
identify as such.

Company C - Monitoring the rate - Publish the rate of - Granted Disability - Publish the rate of

of employees with a employees with a Confident Employer employees with a
Sector: disability. disability. Level 2 status in disability.
Household - Strategy in place to - Allocate a specific 2023 by the UK - Allocate a specific
durables foster a more inclusive government.

Country: UK

culture and promote
self-reporting.

Has dedicated DE&I
specialists within

HR and disability
champions throughout
the company.

Strong communication,
training and education
programmes in place.
Working to complete
the UK government’s
Disability Confident
program Level 2.

disability budget.

- Develop a retention
program for
workers with
disabilities.

- Continues to promote
self-reporting.

- Working to publish a
new diversity report
next year.

disability budget.

- Develop retention
program for
disabled workers.

204. Disability:IN is a nonprofit organisation

that intends to expand opportunities

network of over 400 corporations with a strong US bias

for people w

th disabilities across enterprises

t has a

205. The Valuable 500 is

business to drive

global business collective that gathers 500 CEOs and their companies. Its mission is “to use the power of

asting change for the 1.3bn people around the world, living with a disability”
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Company D - Scored 100 on the
2022 Disability Equality
Sector: Index.
Capital
markets

disability.
- Founder openly

identified as

neurodivergent.

- Monitoring the rate
of employees with a
disability.

- Several best practices
in place (specific
budget, dedicated
specialists, self-
identification process,
strong communication,
adapted infrastructure,
work with external
stakeholders).

Country: USA

- Publish the rate of
employees with a

- Publish the rate of
employees with a
disability.

- Again scored 100 on
the 2023 Disability
Equality Index.

Company E - Adapting products for
clients with disabilities.
Sector:
Commercial &
Professional
Services

- Self-disclosure disability.

campaign in place.

- Disability strategy
championed by senior

Country: USA leaders.

- Training employees
to ensure that any
technology developed
is inclusive.

- Commitment to
renovate buildings and
property to improve
accessibility beyond
legal requirements
around the world.

- Publish the rate of - Published the
employees with a

- Roll out a disability
retention program.

- Rollout a
disability retention
program.

rate of employees
with a disability
(covering 87% global
headcount).

Next Steps and Amundi Engagement Outlook

Like last year, we observed large differences
in progress across the companies in our
engagement pool. These differences did not
appear to be linked to sectoral specificities but
were more pronounced across geographies.
The progress on the topic looks to be closely
correlated to national regulation, which does
stimulate companies to work on the inclusion
of employees with disabilities, or inversely - in
some countries - prevents companies from
reporting the relevant data, due to privacy-
related laws and local norms. Overall, companies
are aware of the importance of the topic - many
are working on building a ‘disability-inclusive’
culture - with varying degrees of strategy and
policy development and implementation. We see
room for progress for all corporates, regardless
of their industry or home country.

We identified the following recommendations

for companies to progress on disability inclusion:

- Development of a stand-alone strategy on
disability inclusion, separate from the DE&I
strategy.

- Active direction from top management.

- Appointment of a disability sponsor at senior
management level and disability champions
across the organisation.

- Improved monitoring on the rate of people
with disabilities, through voluntary self-
disclosure. Potentially disclosing and setting a
target for this rate.

- Creation of a disability-inclusive culture.

- Rolling out recruitment and retention
programs targeting people with disabilities.

- Encouraging top managers to openly identify
(internally and/or externally) as having a
disability.

- Participation in local or global initiatives,
such as the Disability Equality Index or the
Valuable 500 group.

We will continue to advocate for companies to
adopt these best practices going forward.
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Case study 47: Disability Inclusion at a Large US Technology
Company

Context

Amundistarted the engagement on disability inclusionin the workforce with a US-headquartered
global technology company. Competition for talent in the technology industry has been rising
exponentially in the recent years. Analysts at Deloitte had estimated that over one million
additional skilled workers will be required to meet the demand for semiconductors.?°® As a result,
companies are increasingly looking to expand their talent pools and reach wider geographies
- and demographic groups - in their search for human capital. For the company, competition
from peers, startups and former customers meant that the company needed to scale up its
inclusion efforts.

The company had recognised this challenge and in 2021 published its Commmitment to Disability
Inclusion, which references its Corporate Accessibility Policy and aspiration to seek positive
impact for people with disabilities through technology. As part of the company’s RISE 2030
goals, it also wanted to increase the percentage of employees who self-identify as having a
disability to 10 percent of its workforce.?®” We wanted to assess the company’s plan to achieve
this goal.

Amundi Actions

In our 2022 meeting, the company shared its inclusion commitments and outlined how disability
inclusion fitted within the broader DEI strategy led by the Chief DEI Officer. It also shared its
aspiration of building an equitable technology sector - for instance, by launching the Alliance
for Global Inclusion. The company’s ability to achieve its goal, however, would require building
an internal inclusivity culture where employees could come forward and self-identify as having
a disability in staff surveys. That number went up from 1.4% to 3.8% US employees in 2020 and
2021, respectively, but the company was actively considering how to scale up self-identification
whilst ensuring employee privacy. We expected the company to focus on those efforts and in
2023 engaged with the company to discuss updates.

Engagement Objectives
Key objectives for our engagement in 2023 were as follows:
- Demonstrate improvements in self-identification

- Encourage company to consider developing a formal retention program for employees with
disabilities

Engagement Outcomes and Issuer Momentum

In 2023, the company continued its progress, and although only a relatively small uptick in
the number of employees with disabilities was reported (the company saw a 11% increase
in US employees who identified as having one or more disabilities in 2022, the most recent
datapoint it was able to report), this does evidence that the company was continuing to build
an environment where staff with disabilities could volunteer this information to management.
The company also updated its target to state that it wanted to achieve a 10% representation of
employees with a disability in its global workforce. Indeed, it was working on expanding efforts
outside the US to countries such as Malaysia where regulatory requirements enabled reporting
on employee disability status. As well, the company continued to invest in accessibility outside
the company, for instance by continuing to promote accessibility considerations in products

206. https:/www?2.deloitte.com/us/en/pages/technology/articles/global-semiconductor-talent-shortage.html

207. https:/www.intel.com/content/dam/www/central-libraries/us/en/documents/commitment-to-disability-inclusion.pdf
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design and soliciting employee ideas for accessible innovation through a dedicated program.
Accessibility is also included in its social impact tech investment initiative. These external efforts
not only create new market opportunities for the company and drive innovation, but can also
contribute to employee branding and attracting more candidates with disabilities. Given this
progress, we did also encourage the company to introduce a retention program for disabled
employees, but the company shared that at this stage it would continue to focus on access and
education efforts.
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Next Steps

We welcome the company’s progress on disability inclusion and its efforts to use its voice in the
industry to draw attention of the technology sector to this important matter. We will encourage
the company to continue to expand its disability inclusion work beyond the US and will still
encourage the company to consider formalising the relevant retention efforts, which could be

advantageous in a highly competitive market.

J. Engaging to Promote a Just Transition

Context

The concept of a just transition has become
integral to the climate transition agenda since
the 2015 Paris Climate Change Conference, with
the just transition principles firmly enshrined in
the Paris Agreement. Broadly, a just transition
is one that is equitable and inclusive and leaves
no stakeholders behind or at a disadvantage.
Achieving a fair transition entails securing decent
work for employees affected by the transition,
as well as inclusion and social risk mitigation for
all of the stakeholders in the climate transition
including workers, suppliers, communities and
consumers.?%®

There are material business and systemic risks at
stake if transition is not implemented in a socially
just and fair manner. At the most extreme level,
failure to integrate equity and social protection
into the transition process can contribute to
societal inequalities, poverty and conflict, as
well as delays to the green transition agenda
caused by stakeholder opposition. On the other
hand, by not incorporating social risks into their
transition plans, companies can experience a
loss of talent, skills and customers (see Figure
X for an illustration of company-specific and
systemic risks associated with a failure to pursue
a just transition).

208. https://www.ilo.org/static/english/intserv/working-papers/wp076/index.html
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Graph 20: Material risks associated with failure to pursue a just transition
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Advancing decent work and respect for stakeholder rights as part of the transition towards a more
sustainable economy requires that businesses

- Demonstrate respect for fundamental human rights.

- Have in place the fundamentals of a functional social dialogue with workers and other key
stakeholders.

- Assess transition-related social risks (and opportunities), allocate resources and conduct
adequate planning for transition of workers (e.g., by identifying reskilling and redeployment
opportunities) and affected suppliers, communities and customers.?®?

209. United Nations Global Compact (2022). Introduction to just transition: A business brief. Available at: https:
assets.s3.amazonaws.com/docs/publications/Just%20Transition%20-%20LK.pdf

ungc-communications-
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Amundi Actions

Amundi began engaging with corporates on just
transition in 2020. Having originally engaged
with transport companies, particularly the
automotive sector, given the ongoing business
model transition underway to address consumer
demand for EVs, we expanded our engagement
in2022toencompass companiesintheextractive
sector, including companies from our thermal
coal policy engagements. In 2023, in addition to
following up with the existing engagement pool,
we also undertook the following actions:

- Engaged with 35 developed market banks to
encourage the embedding of just transition
considerations into their activities and
operations, given the pivotal role that the
financial sector can play in a fair and just
transition to a more sustainable economy.?©

Engagement Objectives

Broadly, our objectives across this campaign
included:
1. Developing and publicly disclosing an
explicit just transition strategy to align with
climate policies and strategies, informed by
a socioeconomic analysis of transition risks
and opportunities, overseen by the board and
senior management.

2.Developing, disclosing and monitoring
relevant just transition KPIs and regularly
reporting on progress.

Outcomes & Issuer Momentum

Highlights from our engagements to date can
be seen in the table below. Our key observation
from the engagements conducted this year is
that awareness of the just transition concepts
has increased across sectors, although there
is mixed progress on moving beyond policy
commitment towards more formal strategies
clearly linked to the companies’ climate

- Updated just transition questions and
recommendations included in our net zero
engagement outreach, to reflect most recent
best practices and research.

- Increased our pool of energy and utilities
companies engaged on the topic. As part
of this effort, we also joined the World
Benchmarking Alliance’s collaborative
engagement on just transition with energy
companies, which is discussed in more detail
in a case study further below.

In total, in 2023, our dedicated just transition
engagement pool included 103 companies.

3.Developing and demonstrating appropriate
risk mitigation plans, such as allocation
of budget for workforce reskilling and
redeployment.

4.Implementing and demonstrating evidence of
adequate social due diligence, dialogue and
stakeholder engagement mechanisms.

transition plans, and long-term planning remains
particularly challenging for corporates still. We
also note a continued focus on employees as the
key stakeholder group most robustly covered
by just transition strategies and policies, and
we hope to see companies more systematically
incorporate local communities, suppliers and
consumers into their just transition efforts.

210. https:/www.unepfi.org/wordpress/wp-content/uploads/2023/11/Just-transition-finance Pathway-for-Banking-and-Insurance.pdf
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Macro
Sector

Assessment at start of
campaign

Recommendations

Assessment in 2023

Company A

Sector:
Mining

Country: USA

Company B

Sector:
Automobile

Country: USA

Company C

Sector:
Automobile

Country:
France

Pledged to become car-
bon-neutral by 2050 but
still had some thermal coal
revenues.

No formal just transition
policy or strategy.

Engagement started in 2021.
Company had a just tran-
sition commitment and

local initiatives to support
personnel reskilling and re-
deployment but no specific
strategy.

Engagement started in
2022.

Company acknowledged
that phaseout of internal
combustion engines would
impact its workforce, though
highlighted challenges in
predicting the exact impact.
In 2021, company set up a
comprehensive internal
training program and a col-
labouration with an external
partner, targeting employee
in France to support skill
development.

No plans to offer affordable
products due to battery
costs.

We asked the company to
develop a just transition
strategy for assets that will
have to close as part of the
net-zero strategy, including
public reporting on:
Evidence of community dia-
logue through engagement
mechanisms and associated
metrics for open and closed
issues;

Transition risks for workforce
(such as metrics on the num-
ber of jobs affected);
Evidence of appropriate risk
mitigation plans including
allocated budget for reskilling
and redeploying workforce.

We previously asked for dis-
closures on:

Governance and board
oversight of just transition
matters;

Role of social dialogue in
the transition planning and
implementation;

Impact of transition on the
workforce, such as the share
of employees whose roles
would be affected;
Engagement with customers
and affordability of electric
vehicles (EVs).

We asked the company to
develop a just transition
strategy and disclose infor-
mation on:

Approach to worker re-skil-
ling and upskilling;
Proportion of workers affec-
ted by the transition.

No change over the past year but
engagement confirmed that Board
awareness of the matter has increased.

Holding quarterly meetings and work
around worker re-training that was
being coordinated with state and fede-
ral entities.

Identified community involvement as
a priority.

Company asked for Amundi’s expecta-
tions on just transition.

Company has pledged that 100% of
its European passenger vehicles will
be fully electric by 2030. It also an-
nounced job cuts in early 2023 (11% of
the European workforce).

Despite mentions of the Just Transition
in reporting, company still lacks a clear
just transition strategy.

Company confirmed commitment to
providing employees with the oppor-
tunity to upskill and reskill.

To better serve EV customers in the
US, the company investing in training
future auto technicians.

For communities, company confirmed
that it seeks to encourage and foster
access to cleaner mobility.

We have asked the company to pro-
vide more specific KPIs to evidence
progress, such as the number/propor-
tion of workers that have been trained
on electrification and the percentage
of workers that the company intends

to upskill/reskill.

Company had not pledged to avoid
transition-related redundancies, but
had initiatives in place to redeploy em-
ployees to two new gigafactories and
circular economy plants.

Introduced the Strategic Skills Mana-
gement initiative to identify trends in
skills demands.
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Company D

Sector:
Utilities

Country: USA

Engagement started in
2023.

Just transition is conside-
red a high priority for the
company, and it recently
released a just transition
framework.

Framework was informed by
2022 work with a third party
to perform assessments of
upcoming and near-term
coal retirements, noting
community demographics,
plant specifics and adjacent
employment opportunities.
Plans to publish first just
transition report in 2024.
-Has some internal just
transition metrics used to
measure the effectiveness of
their ongoing strategy these
but are not disclosed yet.
No current metrics to define
at-risk/vulnerable cus-
tomers.

We made the following
recommendations to the

. company:
. Disclose redeployment

metrics and other measures
used to assess just transition
efforts.

Map the customer pillar and
determine the percentage of
vulnerable customers.
Implement process metrics,
such as the number of mee-
tings with workers or local
stakeholders, and disclose
the percentage of workers
facing job changes.

Disclose third-party depen-
dencies, including policy and
technology considerations.
Provide additional infor-
mation on the alignment of

. central and local just transi-
. tion budgets and timelines,
: addressing coordination

mechanisms.

Enhance transparency on
how the social dimension

of the transition influences
the company’s restructu-

ring plans, encompassing
mergers, acquisitions, capital
expenditure, and expansion
plans.

Improve disclosure on the hu-
man rights and human capital
competencies currently held
by the Board.

Year 1 of the engagement.

Next Steps

Going forward, we will
growing awareness of just transition principles

to focus on:

- Encouraging clearer alignment with climate

transition planning, and

build on companies’

but we will

progress on their Net Zero plans.

- Asking companies to introduce just transition
metrics and KPIs in order to track their
implementation of commitments.

We will continue to follow up with the current
engagement pool,
opportunities to expand our
with high-emitting companies who are making

also assess
engagements
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Case study 48: Engaging on Just Transition with a European Oil
and Gas Company

Context

The year 2023 was our first year of engaging with a large European oil and gas company on
the topic of just transition. The company had set a target to achieve net zero emissions by
2050, and its energy transition plan released in 2022 included ambitions to allocate half of its
annual gross capital expenditure to renewables and low carbon solutions by 2030. Given these
commitments, we wanted to ensure that the company had also systematically addressed any
potential social risks to the implementation of its climate goals. We noted that although the
company published a just transition plan in 2023, it lacked a robust just transition strategy
clearly linked to its climate goals.

Amundi Actions

We engaged with the company as a co-lead on a collaborative initiative, the Just Transition
Collective Action Coalition convened by the World Benchmarking Alliance (WBA), which
Amundi joined in 2023. The initiative builds on the WBA'’s Just Transition benchmark and aims
to push companies in the energy sector to strengthen their performance on just transition
fundamentals, including social dialogue, planning and workforce retention, upskilling and
reskilling, in line with the WBA’s benchmarking methodology.

Engagement Objectives

1. Assess material socio-economic risks for the company associated with climate transition.

2.Develop a just transition strategy, with board accountability for implementation,
demonstrated alignment with the company’s climate transition plans, and informed by
robust risk assessment.

3.Adopt quantitative KPIs and metrics to enable investors to assess company’s progress on
just transition strategy implementation.

Engagement Outcomes and Issuer Momentum

We met with the company in Q4 2023. In response to our concerns about the lack of a formal
just transition strategy, the company shared that it did face challenges in devising a full strategy
beyond its published commitment, with some work still to be done on identifying gaps and
building internal awareness of the topic. The company could not advise on a specific timeline
for publishing its just transition strategy, although advised that it might be finished in 2025.
We also enquired whether, in lieu of a just transition strategy, the company had processes in
place to quantify human capital needs to support its transition plan. The company shared that
it did not expect layoffs, but rather planned to retain the existing workforce as it transitioned.
It was setting targets for the number of employees that could be reskilled, but did not yet have
processes or human resources in place to quantify transition-related skill gaps. Much of the
workforce planning work was being carried out by the company’s People and Organisation
team, and we requested to meet with them in 2024 to follow up on our questions.
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With regard to stakeholder relations, we raised concerns about the impact of the company’s
climate transition plans on suppliers and local communities who might be dependent on the
company for their income, particularly in more remote locations. The company expressed
confidence that many of its suppliers are, or should be, also capable of supporting the company’s
projects in the future. It holds regular meetings with key suppliers to discuss its plans and
ambitions for its future portfolio so that suppliers can prepare to take on those projects. It
acknowledged, however, that discussions with smaller suppliers could be more systematic.
Lastly, with regard to board oversight of just transition matters, the company saw the topic as

the responsibility of the sustainability function. It noted, however, that the Corporate Executive
Committee approved its recently published just transition plan.

Next Steps

Overall, we concluded that the company’s just transition strategy lacked granular timelines,
objectives and metrics, and we were also somewhat disappointed by a lack of board oversight
of these matters. Our initial engagement objectives will therefore remain the same in 2024. As
a next step, we expect to meet with the company’s People and Organisation team. We expect
that this will inform our engagement by providing insight into the team’s role in just transition
planning and implementation and allow us to pose more granular questions regarding the
company’s long-term workforce planning strategy and its alignment with its climate transition
plans. Following on from this, we expect to share recommendations and best practice examples
with the company to ensure that it makes progress towards devising a formal just transition
strategy.

Case study 49: Engaging with a UK Banking Group on Just
Transition

Context

This was our first year of engagement with UK Banking Group on the topic of Just Transition.
As one of the largest financial services providers in the UK, we were interested in engaging with
the bank to further understand how it was integrating Just Transition into its net zero strategy.
Amundi believes that transitioning to a low-carbon economy is unlikely to succeed if the social
risks associated with the changes are not properly managed. Therefore, Amundi would like to
see banks take into account the social impact of the transition in their own transition plans. In
other words, the Just Transition is a value to be targeted.

Amundi Actions

Early in 2023 we engaged with the bank on its climate strategy, including its financed emissions
and related decarbonisation targets. Part of this discussion also focused on how the bank was
incorporating Just Transition into its lending process. In October 2023, together with other
investor members of a collective engagement convened by the Grantham Institute’s Financing
a Just Transition Alliance, we engaged the bank on the topic of Just Transition.

(< (>



224 Engagement Report 2023 Social Cohesion

S

Engagement Objectives

- To further develop its strategy in relation to Just Transition and integrate Just Transition
throughout the climate transition plan

- To demonstrate evidence of Just Transition across 3 dimensions of the bank’s activities
(product, sector, and regional)

- To disclose the regional resources available for local Just Transition work in the United
Kingdom

Engagement Outcomes and Issuer Momentum

The bank appears to be advanced at thinking about how it can incorporate just transition into its
climate transition strategy and demonstrates good awareness of the role financial institutions
are expected to play in achieving a fair transition to a more sustainable economy. The bank
shows that it has already been embedding Just Transition into its environmental sustainability
strategy - for example, by considering Just Transition when setting its decarbonisation targets
for residential mortgages. As well, with regard to differences in regional climate transition,
the bank demonstrates appreciation for different regional requirements in the UK and the
importance of place-based just transition considerations.

However, there are opportunities to further improve in terms of transparency and disclosures
on the specifics of how Just Transition is integrated into the bank’s climate transition plan.
In our feedback we suggested disclosing what regional resources are made available at the
local level for the implementation of its Just Transition efforts that would support the relevant
climate transition priorities. Although the bank has multiple strong practices, the collective
engagement is also asking the bank to further integrate Just Transition throughout its climate
transition plan. In order to more robustly support its customers, clients and local communities
transition to a Net Zero economy in a fair and just manner.

Next Steps

Going forward in 2024, Amundi will continue to engage with the bank via the collective
engagement on Just Transition. Given that Just Transition is an important topic for the bank, we
plan to continue engaging with the bank so that it can become a best-in-class example for the
sector. We will also monitor for any further integration of Just Transition in the bank’s climate
transition plan.?"

211. We note that additional disclosures on the bank’s 2023 Just Transition activities were released in February 2024
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Case study 50: Engaging on the Just Transition with an American
Electric Utility Company

Context

The company in gquestion, one of the largest utilities in the US, with circa 50GW of rate-regulated
generating capacity, primarily serving customers in Georgia, Mississippi, and Alabama, recently
underwent a noteworthy transformation in its electric generation mix. In 2007, the energy mix
comprised 69% coal and 16% natural gas, shifting dramatically to 20% coal and 50% natural gas
by 2022. Over this period, 51 out of the 66 coal generating units had been retired or converted.
Such a change can both trigger significant risks and create opportunities for a wide range of
the company’s stakeholders, including employees, customers, suppliers and local communities.
As such, it was important for Amundi to engage with the company on its adherence to the just
transition principles.

Amundi Actions

Given the company’s substantial exposure to thermal coal operations, Amundi’s initial
engagement focus with the company has been to ensure adherence to Amundi’s thermal coal
exit policy which requires coal phase-out at the latest by 2030 in OECD countries and by 2040
in non-OECD countries. While our ongoing and active engagement efforts continue to advocate
for a review of the current strategy and a timely thermal coal exit, our attention expanded in
2023 to encompass the crucial matter of a just transition. This extension in focus aims to ensure
systematic and orderly management of the social dimensions involved in thermal coal exit,
integral to the broader energy transition strategy. The goal is to ensure the presence of the
primary tools to mitigate systemic risks and social tensions associated with the transition that
could delay the implementation of the same.

Engagement Objectives

1. Evaluate the internal structure and the Board’s role and competencies in overseeing the
implementation of the just transition strategy, aligning closely with our ongoing dialogue on
the extensive coal phase-out plan.

2.Push for clear and quantifiable metrics to monitor the advancement of the just transition
strategy implementation.

3.Integrate social metrics into the executive remuneration scheme.

Engagement Outcomes and Issuer Momentum

In our 2023 engagement meeting, discussions with the company focused on several aspects
of the company’s just transition approach. Overall, it was well-versed in just transition matters
and had published a qualitative report outlining its relevant commitments, but our engagement
focused on identifying opportunities to make the strategy more concrete through specific just
transition metrics and disclosure of associated timelines. First, we discussed the role of the board
and its competencies relevant to the topic of just transition. The company’s answer suggested
that the Board was regularly appraised on the status of relevant stakeholder dialogues, even
though just transition terminology might not always be explicitly used. At the same time, while
the company expressed openness to integrating social metrics within executive remuneration,
there were no immediate plans in place to incorporate those.
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It also became apparent that local managers played a major role in driving the implementation of
just transition commitments. Therefore, we also enquired whether the company had processes
in place to coordinate the alignment of local and central just transition budgets and timelines.
The company shared that each operating company has its own Board which has a robust
understanding of local needs, and there is communication between local management, top
management and human resources managers. Yet, despite many strong practices to ensure
that transition risks for employees were minimised, the company also exhibited some reluctance
to introduce more refined quantitative metrics to systematically track the implementation of
its just transition strategy, citing location-specific challenges in developing precise community
impact metrics.

Overall, to substantiate and measure the real impact of the just transition commitment,
investors and stakeholders would benefit from clearer disclosures and quantitative metrics that
would provide a tangible evidence of the company’s progress in navigating the complex social
landscape of the energy transition.

Next Steps

Alongside our ongoing engagement concerning the broader themes of net zero and thermal
coal, ensuring a steadfast pursuit of a timely coal exit and alignment with a net-zero pathway,
we will keep an open dialogue with the company on the social dimension of the transition to
regularly assess its progress.

K. Encouraging Social Reporting the

Workforce Disclosure Initiative

through

Context

Workforce transparency benefits companies,
investors and the broader society. Investors need

The Workforce Disclosure Initiative (WDI)
launched by ShareAction in 2017 strives to

social metrics to better anticipate potential risks
across their portfolios and assess corporate
claims and commitments against real progress.
Transparency works best when metrics are
consistent and comparable across companies
and when data is reliable. Standardised social
metrics can reduce stakeholder concerns
about the material risks that might hide behind
imperfect or missing data and ‘social washing’ -
the use of selective positive examples and case
studies that do not reflect the experience of the
general employee population.??

212. https://papers.ssrn.com/sol3/papers.cfm?abstract id=4244954

offer a coherent and comparable framework
for corporate social reporting. It builds on an
extensive review of global reporting standards
and norms, including the UN Guiding Principles
on Business and Human Rights, the Sustainable
Development Goals, and the Global Reporting
Initiative, as well as the work of its research
team and extensive stakeholder consultations.
Companies that take part in the WDI receive
feedback on their disclosures, whereas
participating investors have the opportunity to
undertake deeper dialogue with companies on
human capital and human rights metrics. As of
2023, the WDI represented 59 investors with
over USD 10 trillion in AuM.
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Amundi Actions

Amundi was one of the founding signatories of
the WDI in 2017, reflecting our efforts around
social cohesion and support for standardised
social disclosures. The 2023 WDI engagement
process remained the same as that of previous
years, with the WDI team selecting companies to
engage with input from investors. The WDI team
and investors then contact companies, asking

Key Engagement Objectives

Amundi’s objectives for participating in the WDI
campaign are as follows:

1. Promoting best practices in, and
comparability of, social disclosures

2.Widen dialogue with companies on social
topics

Engagement Outcomes

Overall, 166 companies took part in the wider
WDI Disclosure Campaign in 2023, down
from 167 in 2022, reflecting continued market
uncertainty and resulting human capital planning
challenges. Of the 39 companies we engaged in
2023, 8 (20.5%) submitted their responses to
the WDI. As in previous years, we had a number
of positive dialogues with companies which did

Next Steps

them to submit data to the survey. This time,
Amundi directly engaged with 39 issuers (versus
20 in 2022) from both developed and emerging
markets. Amundi also served as a member of
the WDI's Advisory Group and worked closely
with the WDI team on opportunities to promote
the Initiative, increase company engagement
and develop ideas for knowledge sharing.

Investigate barriers to better social disclosures
and incentivize greater transparency, where
possible

The WDI team also organised knowledge sharing
meetings for investors on topics including
artificial intelligence and automation and just
transition.

not lead to a submission but raised awareness
of the WDI and more generally, the importance
of social data and best practices in disclosure.
This included, for instance, a large US social
media company and a Chinese interactive home
entertainment company that showed interest in
the survey.

2024 will see a number of changes for the WDI. One notable change is that the engagement pool will
remain the same, whilst previously investors were able to suggest new companies for addition to the
list. We therefore expect that engagement will be facilitated by companies’ familiarity with the survey
and that it will generate more consistent data that could in turn be used in other engagements. In the
meantime, we look forward to the WDI's next chapter.
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In this section, we discuss our key engagements aimed at encouraging corporate responsibility
towards clients and society. In 2023, we continued our long-standing efforts to promote tax
responsibility and access to medicines, but also introduced a new dedicated engagement on
access to nutrition and healthy food. Moreover, we expanded considerably our efforts to engage
on antimicrobial resistance with food producers and restaurant chains. In light of growing concerns
about the role of misinformation and the explosive growth in artificial intelligence technologies,
we also strengthened our engagements on cybersecurity and digital rights, as well as work on

responsible content.

A. Engaging on Tax Responsibility

Context

Amundi has been engaging on the topic of tax
responsibility since 2017, when we published
a dedicated report on tax in the context of
corporate ESG strategy.

Aggressive tax strategies represent a material
risk forcompaniesand theirinvestors, particularly
when coupled with a lack transparency in
disclosure. As the Financial Accountability and
Corporate Transparency Coalition suggests, lack
of insight into corporate tax practices can result
in inefficient capital allocation decisions “making
guess work where information is available”
which in turn can increase market volatility. Risks
hidden behind opague corporate tax reporting
can vary, for instance, from geopolitical impacts
to undisclosed restructuring effects - all
information that would be useful for investors’
decision-making. With growing scrutiny from
regulators, companies mightalso find themselves
in conflict with local authorities.”™ More generally,
research does not provide evidence of a positive
effect of tax avoidance strategies on firm value,®
and studies have demonstrated that company
stock tends to decline when information about
corporate use of tax shelters becomes public?®
(with a cumulative abnormal return from major
press mentions amounting to 1.2%).

Conversely, the impact of aggressive corporate
strategies on economies has also long been
argued and documented.”” By paying a fair
share of taxes in their countries of operation,
companies play an important role in the
local economic development and support
public finances, infrastructure development
and services provision. In doing so, they can
contribute to a well-funded and economically
resilient society. This, then, benefits our clients
and the companies themselves. Yet, a 2022
United Nations University analysis suggests that
between 1975 and 2019, the share of multinational
companies’ profits booked in tax havens had
remain constant at 37%, and the proportion of
global tax revenue lost through profit shifting
increased from 9% to 10%.7'® As well, in 2023, the
Tax Justice Network estimated that over USD
480 billion was lost annually to tax evasion and
corporate tax abuse, of which USD 311 billion
was lost to cross-border corporate tax abuse
by multinational corporations.?® The Tax Justice
Network assesses that 1in 4 tax dollars lost to
corporate abuse could have been prevented
through increased tax transparency.??°

Regulators and civil society are increasing their
focus on tax justice. In 2023, 140 members
of the OECD/G20 Inclusive Framework on
Base Erosion and Profit Shifting agreed on a

213. https://thefactcoalition.org/wp-content/uploads/2022/07/FACT-Report-Final-Final-_-Reduced.pdf

214. https://thefactcoalition.org/wp-content/uploads/2022/07/FACT-Report-Final-Final- -Reduced.pdf

215. Desai, M. A., & Dharmapala, D. (2009). Corporate tax avoidance and firm value. The review of Economics and Statistics, 91(3), 537-546.
https:/direct.mit.edu/rest/article-abstract/91/3/537/57787/Corporate-Tax-Avoidance-and-Firm-Value

216. https:

webuser.bus.umich.edu/jslemrod/pdf/tax aggressiveness.pdf

217. See, for instance, the 2024 Inequality, Inc. report by Oxfam: https:

www.oxfam.org/en/research/inequality-inc

218. https:

www.wider.unu.edu/publication/global-profit-shifting-1975%E2%80%932019

219. https:
220. https:

taxjustice.net/reports/the-state-of-tax-justice-2023

taxjustice.net/press/governments-can-recover-billions-from-tax-havens-by-publishing-withheld-transparency-data
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statement to address tax challenges arising
from the digitalisation of the economy. Members
will now need to implement actions to tackle tax
avoidance,improvethecoherenceofinternational
tax rules, and ensure a more transparent tax
environment. Multinational businesses in scope
are subject to pay a corporate income tax of at
least 15% in each of the jurisdictions in which
they operate. With the 2025 deadline for initial
country-by-country (CbyC) tax reports for
companies operating in the European Union
fast approaching, responsible tax practices and
transparency will be required for companies to
anticipate further regulatory and reputational
risks.

Amundi Actions

As tax matters are relevant across industries and
geographies, we engaged with a diverse group of
multinational companies with a significant global
footprint, and thus a potentially strong likelihood
of realising positive economic impact through
responsible tax commitments. This includes
companies in the information technology,

Social Cohesion

For these reasons, we have continuously
supported the integration of tax matters into
corporate social responsibility (CSR) strategies.
For Amundi, a Responsible Tax Strategy
is one that is approved by the Board and
clearly describes the guiding principles of tax
responsibility adhered to by the company. It also
includes a commitment to publishing an annual
tax report that reflects the implementation of the
company’s tax responsibility charter and details
thetaxespaidbythecompanyineachjurisdiction.
Finally, it entails making tax information publicly
available and understandable by and accessible
to non-tax professionals.

healthcare, energy, industrials, materials,
communication services and consumer sectors,
among others. In 2023, we engaged on the topic
of tax responsibility with 106 companies from
22 countries. This included new engagements
but largely follow-up dialogues with companies
engaged in previous years.

Graph 21: Tax Responsibility: 106 companies across 22 Countries
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Engagement Objectives

In 2023, we continued to encourage companies,
encouraging them to:

- Incorporate tax issues into their CSR strategy,

- Ensure tax matters are discussed at Board
level,

- Publish a tax responsibility charter describing
the guiding principles of tax responsibility,

- Publish an annual tax responsibility report
providing detailed country by country
reporting information,

- Institute a whistleblowing procedure that
includes tax matters with dedicated training,

- Promote tax responsibility through dialogue
with stakeholders, including policymakers,
non-governmental organisations, think tanks
and international bodies such as the OECD.

Engagement Outcomes & Issuer Momentum

Sectoral differences we observed in past years
persist. Information technology companies
and conglomerates, which have been more
reluctant to engage with Amundi and to
embrace country-by-country reporting of their
tax contributions, still lag in assessing their tax

responsibility strategies and overall response
to our engagement. While most corporates are
waiting for the EU country-by-country Reporting
Directive’s deadline to disclose their tax data, we
noticed that some have anticipated the official
implementation of regulations.

Next Steps and Amundi Perspective of Engagement

Although our tax engagement campaign
is now well established, much still needs to
be done to ingrain tax into the corporate
sustainability domain. The EU regulation and
OECD agreement facilitate our engagement
dialogue with corporates but we still note a
continued hesitation to expand disclosures
beyond compliance. These reserves are often
exacerbated by concerns about reporting
complexities and potential for misinterpretation
of tax data that is considered to be sensitive.

In 2024, we will continue encouraging
companies to increase transparency about
their tax practices. We will hold more in-depth
discussions with companies where possible,

in order to better understand the perceived
challenges that limit enhanced disclosure. We
will also continue sharing knowledge through
collaborative initiatives such as the PRI Tax
Reference Group, and sharing views with
corporates, such as when participating in the
B-Team Responsible Tax Working Group. Further,
we will continue to assess the availability and
quality of tax responsibility data provided by
ratings agencies, as well as the extent to which
this issue is reflected in the advice offered by
the proxy voting agencies. This will inform our
engagement selection and issuer assessments;
indeed, we aspire to work towards a better
shared understanding of tax responsibility
within our industry.
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Case study 51: Engaging the Technology Sector on Tax
Responsibility

Companiesinthetechnology sectorare often cited for their lack of tax transparency, questionable
tax practices and low effective tax rates. A recent study demonstrates that G20 countries
could be losing up to USD 32 billion annually in tax from only five of the biggest technology
companies.?”! 212Whilst this poses a risk to the resilience of the global economy, these increasing
concerns about the sector’s aggressive tax practices have led to a growing scrutiny from the
regulators. In 2023, one of the largest US technology companies was notified by the Internal
Revenue Services of potentially owing nearly USD 30bn in back taxes. Legal researchers expect
the liability to be even higher given potential further penalties, and amounting to as much as
USD 169 billion, more than the company’s income in 2022 and 2023 combined.??? Although the
outcome of the case is yet to be determined, it demonstrates the potential liabilities technology
companies can find themselves facing going forward.

Therefore, since 2021 Amundi has been engaging with the technology sector to encourage
companies to adopt more responsible and transparent tax strategies. In 2022, we began
escalating our engagements with companies that did not respond to our requests for dialogue,
asking for meetings with global heads of tax (or equivalent) or board members responsible for
tax strategy oversight, to advance the engagement process. Below we present two case study
examples from this engagement.

Engaging with Amazon on Tax Responsibility

For nearly three years, Amundi has been engaging with Amazon, a major American online
retailer on tax responsibility. We first reached out to the company for insights into its approach
to tax responsibility in 2021. Our engagement was prompted by a number of concerns outlined
above, including the heightened attention towards the company’s tax practices by NGOs
and authorities alike. In particular, several studies underscored the discrepancy between the
company’s reported tax jurisdictions and locations of its activities, as well as its low effective tax
rate estimated on the basis of the information provided in its financial accounts. We therefore
wanted to better assess the financial, regulatory and reputational risks the company was likely
to face as a result of its tax practices, and therefore focused our efforts on tax transparency.
In 2022, we voted in favour of a shareholder resolution requesting the company to publish a
tax transparency report. Although it did not receive sufficient shareholder support to pass, we
continued to convey our expectations to the company.

Amundi Actions

Following a lack of momentum in 2022, we decided to co-file the 2022 tax transparency
shareholder resolution we had previously supported to be considered at the company’s 2023
AGM. We also continued to convey our expectations on tax responsibility to the company.

Engagement Objectives
Key objectives from our initial engagement were as follows:

Issue a tax transparency report to shareholders, prepared in consideration of the indicators
and guidelines set forth in the Global Reporting Initiative’s (GRI) Tax Standard (as requested
in the shareholder resolution)

Integrate tax issues into the company’s social responsibility strategy

Ensure that tax is discussed at board level

Publish a tax responsibility charter (or equivalent) and an annual tax responsibility report

221. https://actionaid.org/sites/default/files/publications/Mission%20Recovery ActionAid%20Tax%20Report%202021.pdf
222. https:/papers.ssrn.com/sol3/papers.cfm?abstract id=4433618
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Engagement Outcomes and Issuer Momentum

The tax transparency resolution received a 17.7% support from shareholders at the company’s
2023 AGM, thus failing to pass. However, we were encouraged by the fact that in 2023 the
company published its tax principles and enhanced disclosures in its annual tax contribution
report. In December 2023, we reached out to the company again, acknowledging the progress
but also re-emphasisingising the continued need for greater transparency.

Next Steps

We continue to see aggressive tax practices and lack of transparency as a risk for the company
and its investors. In 2024, we plan to build on the momentum launched by the publication of
the company’s tax principles. With the minimum effective rate for companies active in the
EU Member states coming into effect in January, we expect the dialogue to focus further on
seeking evidence of a responsible approach to tax.

Large US Software Company

Context

We first began engaging with a large US
software company on tax responsibility in 2021.
The company was amongst a number of US
multinationals named in a report by the Institute
on Taxation and Economic Policy (ITEP), a non-
profit tax policy organisation, for legally avoiding
paying taxes in the US despite their sizable

Amundi Actions

Following a lack of initial response from the
company in 2021, in 2022 we reached out to the
company with an escalation letter highlighting
our concerns and requesting a meeting with the
Global Head of Tax. The company responded,
and we held the first meeting with the Global

Engagement Objectives

Key objectives from our initial engagement were
as follows:
- Ensure that tax is discussed at board level

- Integrate tax matters into the company’s
sustainability strategy

earnings. The report alleged that the company
had avoided paying all federal taxes in the US
whilst achieving considerably over USD 2bn in
income in the country. As the company prides
itself for its strong ESG performance, we were
especially concerned by its allegedly poor tax
strategy.

Head of Tax and Insurance in 2023. Crucially,
the meeting was also attended by an ESG
representative from the company, which allowed
us to focus on outlining our expectations for
embedding tax into the ESG strategy.

- Publish a tax responsibility charter (or
equivalent) and an annual tax responsibility
report
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In our meeting with the company, we had the
opportunity to better understand its own
concerns about increasing tax disclosures, and
we also explained why investors view corporate
tax responsibility as a material issue.

We were informed that the company had
already started viewing tax through an ESG lens.
However, the company also acknowledged a
number of challenges to increasing disclosures.
For instance, it mentioned concerns about
appropriate ways of disclosing information on
acquisitions which might be exposed to low-tax
jurisdictions at the time of reporting, before any
restructuring takes place. At the same time, the

Next Steps

company underscored its aspiration to approach
tax in a responsible manner and commitment
to not using aggressive tax practices, including
an internal policy of avoiding tax havens. It also
changed its tax structure several years prior,
leading to greater public scrutiny and as a result
was hesitant to be a frontrunner in tax reporting.
We explained how tax controversies and
negative press also present risks for investors
and sought to address the company’s concerns
about increased reporting by providing good
practice examples to mitigate its concerns. As a
first next step, we encouraged the company to
include a discussion of its Global Tax Policy in its
next sustainability report.

Although we were encouraged by the company’s openness to engagement on the matter of tax
responsibility, we remain cautious about our assessment and look forward to its further public
disclosures. We will continue our engagement dialogue in 2024 and will consider escalation,
particularly through voting, if progress is not observed.

Collaborative Engagement: Participation in the FIR’s Engagement
Campaign on Tax

At the end of 2018, the Dialogue and Engagement Commission of the FIR (Forum pour
I'Investissement Responsable - the French Sustainable Investment Forum) launched an
engagement campaign on the tax practices of the CAC 40 companies. The FIR’s goal was to
use its corporate dialogue platform to promote an exchange with French multinationals on
the concept of tax responsibility. Amundi has been an active participant of this collaborative
engagement since its inception.

Engagement Objectives

In 2023, we posed the following questions about tax responsibility to the 40 companies of the
French stock market index:
Does the company publish a document, a tax responsibility charter, detailing its guiding
principles of tax responsibility and related commitments?
How is this integrated in the company broader corporate social responsibility?
Is this document reviewed and approved by the Board of Directors?

Does it detail the tax practices that the company considers unacceptable and refrains
from using?

(< (>



235 Engagement Report 2023

Social Cohesion

Does the company publicly disclose an annual country-by-country tax report?

Does it detail the taxes, revenue, profit, headcount and assets paid in each jurisdiction?

If not, what steps is the company taking in order to be ready for the upcoming EU

regulation?

Does the company plan to publish tax disclosures that go beyond the regulatory

requirements?

Answers to these questions allow us to assess each of the CAC 40 company compared to our
tax responsibility engagement recommendations.

In 2024, we will keep encouraging companies to publicly disclose a tax responsibility report,
with country-by-country details and approved by the Board of Directors. In addition, we will
ask companies for an explanation of their effective tax rate and their alignment with companies’
tax responsibility commitments. Specific attention will be paid to companies with a particularly
low tax rate.

B. Engaging on Antimicrobial Resistance

Context

Antimicrobial resistance (AMR) isan evolutionary
process of pathogens (e.g. bacteria, viruses,
fungi or parasites) ceasing to respond to
antimicrobial agents that have been developed
to eliminate them. This means that antibiotics
designed to treat an infection can no longer
do so. A major consequence of AMR is that
previously/normally simple infections become
difficult to treat, which in turn leads to increased
risks of severe illness and death, as well as
faster and wider disease spread. Although
antimicrobial resistance has been a challenge
since the discovery of penicillin, continued
exposure to antibiotics by humans and animals
has contributed to the increase in anti-microbial
resistance issues globally. As a result, the World
Health Organisation (WHO) has named AMR
one of the top 10 global public threats facing
humanity. WHO also estimates that AMR
contributed to 4.95 million deaths annually, with
1.3 million directly linked to AMR.??®> This makes
AMR the leading direct or underlying cause of
death worldwide. AMR drivers are complex, but
a key contributor is the misuse and overuse of

223, https

antimicrobials (such as antibiotics), including
those used in animal agriculture and intensive
farming. The misuse and overuse of antibiotics
in livestock (where an estimated 70-80%2%*4 of
antibiotic use occurs) can lead to antibiotic
resistance at the human and more global level
via resistant strains that can be spread through
food products, waste, and pollutants.?®®

For investors, AMR represents a systemic
portfolio risk. According to the World Bank,
through its threat to public health AMR will
lead to a loss of up to 3.8% in Gross Domestic
Product by 2050, thus imposing/inflicting a
more negative impact on the global economy
than the 2007-8 financial crisis.??® However,
because drivers of AMR and their linkages to
the economy are highly complex and dynamic,
existing estimates are likely to be conservative.
Key contributors to the economic burden
associated with AMR are assessed to include a
combination of productivity lost due to illness
and death, economic pressure on healthcare
systems,??” as well as sector-specific challenges,

www.who.int/news-room/fact-sheets/detail/antimicrobial-resistance

224 https:

www.weforum.org/agenda/2017/11/three-quarters-of-antibiotics-are-used-on-animals-heres-why-thats-a-major-problem

225, https://www.ncbi.nlm.nih.gov/pmc/articles/PMC10537193

226. https

documentsl.worldbank.org/curated/en/323311493396993758/pdf/final-report.pdf

)7. https

www.oecd-ilibrary.org/sites/f7c3c566-en/index.htmi?itemld=/content/component/f7c3c566-en#:~:text=Resistant%20

infections%20are%20associated%20with,countries%20included%20in%20the%20analysis.
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such as decreased livestock productivity. The
World Bank estimates that output and trade in
livestock could decline as much as 11% by 2050
in a high AMR impact scenario.??® In addition
to economic effects, AMR is likely to have

Amundi Actions

Amundi has been engaging on AMR through
various channels including direct engagement
with companies, collaborative investor
engagement organised by FAIRR and also by
co- filing shareholder proposals alongside other

Engagement Objectives

While engagement objectives vary per company,
our key objectives are as follows:

- Ensure restaurants and food producers set
AMR policies in line with WHO guidelines
which notably includes restricting the use
of medically important antibiotics for both
growth promotion and disease prevention.

- Ensure policies cover all proteins within the
company’s scope.

- Provide evidence of policy implementation
and compliance through target setting and
auditing of the supply chain.

Outcomes and Issuer Momentum

Despite our engagement efforts, there has been
little momentum on the topic in recent years.
Some companies were more willing than others
to discuss the issue. While some companies have
set targets and policies on medically important
antibiotics, often these policies remain vague
or do not cover all geographies or all protein
sources. Furthermore, progress  towards
corporate targets on this topic are slow, leading
some companies to backtrack away from targets
altogether. Certain proteins remain easier, such
as boiler chickens where the supply chain is
shorter, and companies have more visibility and
leverage. By contrast, the meat supply chain

consequences for the climate and biodiversity
crisis®®® and undermine the progress towards
Sustainable Development Goals, including
hunger and poverty eradication and better
global health.?s°

investors to increase awareness and incentivise
action on this important issue. The primary
focus of our engagement has been with food
companies and restaurants who have exposure
to AMR via their protein supply chains.

AMR has a strong impact on not only human
health but also biodiversity and the environment.
For example, the accumulation of antibiotics
resistance bacteria and genes contaminates
soil, which creates significant challenges
for soil remediation and conservation, given
the limitations of current techniques.®® AMR
also presents high risks for ocean health if
medically important antibiotics are released
in fisheries and leak more broadly into marine
ecosystems.”®? Therefore, company F in the table
below, for instance, was engaged on AMR within
the context of our oceans and aquaculture
engagement.

is much more complex and opague meaning
food companies have little contact (and thus
limited leverage) to encourage cattle producers
to reduce or eliminate medically important
antibiotics. This challenge is not unique to one
company. Thus, we have encouraged companies
to collaborate on this topic to jointly put leverage
onkey shared suppliers or governments to ensure
uniform pressure to accelerate action. A sample
of more specific company recommendations
can be seen in the following table.

228. https://documentslworldbank.org/curated/en/455311493396671601/pdf/executive-summary.pdf

229. Higher temperatures, storms and floods and help spread antimicrobial resistant waterborne diseases infecting communities and

negatively impacting global health outcomes. https:/www.unep.org/resources/superbugs/environmental-action

230. https://sdg.iisd.org/news/antimicrobial-resistance-threatens-development-sdgs-tripartite-report,

231. https:/pubmed.ncbi.nim.nih.gov/36563979
232. https:/link.springer.com/article/10.2478/s11756-020-00456-4
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Company

Company Baseline

Key Objectives

Company Progress in 2023

Company A

Sector:
Consumer
Services

Country: USA
(Collaborative
engagement
with FAIRR)

Starting Year:
2023

Company B
Sector:
Consumer
Services

Country: USA

Starting Year:
2023

Company C

Sector: Food
products

Country: USA

Starting Year:
2023

Strong oversight on chicken
supply chain, which is vertically
integrated, making it easier to
track antibiotic use; however.
less visibility on its pork and
beef.

Target to expand scope of AMR
commitment to 100% of US
and Canadian chicken, beef,
and pork from suppliers that
prohibit the use of medically
important antibiotics by 2030.
Commitment to map and report
on the use of MIAs (Medically
Important Antimicrobials) by
2024.

Improvements made in recent
years, including specific targets
for responsible use of antibio-
tics in beef supply chains for 19
markets that represent 80% of
global beef purchased.

Policy to prohibit the use of
medically important antibiotics
for disease prevention.
However, the associated targets
and strategies are applied as
general guidance, as opposed
to explicit or required expecta-
tions for producers.

Moreover, 2018 commitment

to set targets on MIAs for beef
suppliers by 2020 was never
realised.

In 2022, company published a
“Antibiotics Stewardship Posi-
tion Statement” detailing com-
pany’s responsibility in practi-
cing and promoting antibiotic
stewardship which recognises
the importance of the WHO'’s
list of Critically Important Anti-
microbials for Human Medicine
and includes reducing the need
to use antibiotics within its
supply chain.

For pork and beef, company
does not have a policy in place
to restrict antibiotic use in sup-
ply chains beyond compliance
with local FDA regulations. It is
unclear if the company restricts
the use of MIAs for growth pro-
motion in its foreign production
operations.

Despite 2022 position state-
ment, and the company reco-
gnising the importance of goals,
company has not yet publicly
reported any goals or targets to
reduce its antibiotic use.

Commit to providing updates
on progress toward its 2030
targets.

Disclose antibiotic usage
data, proof of third-party
auditing, and details of how
it deals

with noncompliance across
the supply chain.

Implement time-bound tar-
gets to reduce antibiotic use
for eggs and dairy and for
company’s

international supply chain.
Publicly disclose a granular
breakdown of the company’s
key purchased proteins for
the next

phase of the reporting cycle
for all its restaurants.

Implement a policy to restrict
the use of antibiotics in its
beef and pork supply chain
beyond FDA regulation. This
could be something such as
banning the use of Highest
Priority Critically Important
Antimicrobials. Introduction
of timebound targets when
this is done.

Implement the science-based
goals to decrease the inci-
dence of disease and find al-

ternatives in the supply chain,

as promised by the position
statement in 2022.

Company views it as unlikely that
they can reach their 2024 commit-
ment due to the lack of urgency in
the supply chain to end the use of
MIAs.

Most efforts are limited to pilots
and case studies with little subs-
tantial industry action to push sup-
pliers to move away from MIAs.

No plans to expand commitment
from boiler heads to laying hens.
No plans to increase scope to other
geographies.

No audits carried out beyond
chicken supply chain.

No progress.

While the complexities of the sub-
ject are acknowledged, the com-
pany provides limited willingness
to discuss the subject with broader
stakeholders.

Considering the size of the com-
pany and associated magnitude
of the AMR risk, we find the lack
of transparency on how they are
addressing AMR challenges to be
a concern in addition to their past
backtracking around previous pu-
blic commitments.

The company has declined to en-
gage with investors via FAIRR, and
has ignored Amundi’s individual
request for a discussion too.
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Company D One of company's key sustai- Implementing a policy to ban Despite no significant evolution,
nability goals is to advance its the use of antibiotics in the the company showed openness
Sector: Food antibiotic stewardship efforts supply chain beyond FDA to engagement and willingness to
products and pilot an antibiotic use mea- regulation. continue addressing the issue.
surement and reporting system; : The development of
Country: USA 3 somewhat more advanced protein-specific antibiotic po-
) target than that of peer com- licies for the beef and chicken
Starting Year:  nanies, supply chain.
2023 Company has published An- The development of antibio-
tibiotics Stewardship reports tic use policy for the interna-
since 2011, tional segment.
Reports that it is complaint with
FDA guidelines to never use
MIAs for growth promotion in
its supply chain.
Produces some “raised without
antibiotic products” but beyond
this there are no further policies
prohibiting the use of MIAs in
the supply chain.
Has a target in the 2022 Anti-
biotic Stewardship Report, to
achieve a 10% year-over-year
reduction in the use of MIAs at
company-owned turkey and
sow farms.
Company E Policies on antibiotic use for Set explicit policy to not use No updates.
restaurant brands but they vary MIAs as outlined by WHO.
Sector: by brand and are not uniform Increase transparency around
Consumer across the entire company. how the company works with
Services Established targets on anti- suppliers to work to eliminate
biotic use but they are not  the use of medically impor- :
Country: USA  comprehensive and are focused @ tant antibiotics in its supply
) on specific geographies, brands, | chain.
Starting Year:  and animal products. Increase collaboration with
2023 Some efforts of collaboration peers to help collectively ap-
but limited transparency as to ply pressure on supply chain
how their involvement supports @ “choke points” to incentivise
increased action across their change and decrease antibio-
supply chain. tic use.
Company F Stronger targets and strategies Introduce company-wide tar- Company has a policy to try and
on AMR in home country where gets to limit antibiotic use. avoid the highest priority antibio-
Sector: domestic policies are more Set official commitment to tics but it is not explicit and is not a
Fishing & stringent compared to its ope- not use critically important formal commitment.
Aquaculture rations in other regions. ¢ antibiotics as outlined by ‘
WHO.
Country:
Norway
Starting Year:
2021
Next steps

Going forward, we will continue to engage with companies on AMR. However, considering the limited
progress so far, we will also assess appropriate escalation strategies with companies who have been
unwilling to discuss this matter with Amundi and/or the collective FAIRR engagement.
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Antimicrobial Stewardship in the Animal Pharmaceuticals Industry

As part of our efforts to address the antimicrobial
resistance (AMR) risk, Amundi has participated
in a collaborative engagement led by FAIRR
focusing on antimicrobial stewardship in the
animal pharmaceuticals industry since its
inception in 2022. Indeed, research shows that
overuse of antibiotics in animals is a major
contributor to antimicrobial resistance and calls
for changes in animal health practices to prevent
long-term systemic risks.?%

FAIRR launched the engagement with an
initial objective of gaining more qualitative
and guantitative transparency from eight most
significant manufacturers of veterinary products
around their stewardship of antimicrobials.
Regrettably, however, none of the companies
directly addressed the detailed questionnaire
sent by FAIRR, although some referred FAIRR
to an industry association for answers. While the
association responded to the questionnaire, the
answers were mostly vague, limiting the level of
company-specific details FAIRR expected. The
association also advised its members against
speaking directly to FAIRR.

In 2023, FAIRR sought to initiate a dialogue
with the animal health companies, clarifying the
purpose of the engagement and reassuring the
companies regarding FAIRR’s goal of gaining
more transparency for investors on antimicrobial
stewardship. To that end, FAIRR wrote to the

Boards of the companies in the engagement
pool - but this did not yield results.

Amundi led engagements with two companies
from the campaign in 2023. One of them
declined to speak to FAIRR, highlighting that
its exposure to antimicrobials was small. The
other company, despite arguing that it was
a very small player in antimicrobials, agreed
to engage with FAIRR, which was a positive
development. Unfortunately, however, following
the  association’s recommendations,  the
company failed to complete the questionnaire
on antimicrobial stewardship, and the meeting
with FAIRR did not bear fruit.

Allin all, this has been a challenging engagement
experience for both FAIRR and for Amundi.
Going forward, FAIRR will publish a progress
report, using companies’ public reporting and
the feedback from participating investors,
based on whatever small update was collected.
Sadly, FAIRR is also considering terminating its
attempts to have a constructive dialogue with
companies that are members of the industry
association. Amundi will keep asking companies
to address FAIRR’s questions. Nevertheless,
we see FAIRR as an important party to the
engagement dialogue given its technical
expertise in AMR, and we hope that a way
forward for the collective engagement can be
found.

C. Engaging to Promote Access to Medicines and

Healthcare

dCCess 10
mepICcIne
FOUNDATION

Engaging with companies on improving access
to medicine and healthcare in general is one of
Amundi’'s core objectives for engagement within
the healthcare industry. The right to health
is indivisible from other fundamental human
rights.?** Yet, currently, nearly 74% of the world’s
population lives in low- or middle-income
countries?> - of these, 2 billion are estimated
to lack access to essential medicines.?*® Access
to affordable care can also be a serious issue in

233. https:/www.sciencedirect.com/science/article/pii/S2590053620301099

234, https://www.ohchr.org/sites/default/files/Documents/Publications/Factsheet31.pdf
235. https://data.worldbank.org/indicator/SP.POPTOTL?locations=XM-XP-XD

236. https:/www.ncbi.nlm.nih.gov/pmc/articles/PMC10257564,
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developed countries where public healthcare
coverage can be limited, such as the USA. By
addressing the issue of access, pharmaceutical
and healthcare companies are not only
implementing their human rights commitments
but can also reach more patients in the medium
to long term.

Since 2010, Amundi has actively supported
the Access to Medicine (ATM) Foundation, an
independent non-profit organisation whose
aim is to guide and encourage pharmaceutical
companies to do more for the people who live in
low- and middle-income countries (LMICs) and
therefore to better address SDG3 (Good Health
and Well-Being).

Every two vyears, the Access to Medicine
Foundation publishes the Access to Medicine
Index (ATMI), a ranking of 20 of the world’s
largest pharmaceutical companies, based
on the steps they take to improve access to
medicine. It assesses their actions in 108 LMICs
and in relation to 83 diseases, conditions and
pathogens. The Index is based on a framework

Amundi Actions

Our engagement on the topic of access to
medicines and healthcare follows two main axes:
direct engagement informed by the ATMi and
our proprietary research, as well as collaborative
engagement through the initiative convened

Engagement Objectives

- Encourage companies to improve access to
medicine practices

of 31 indicators that together capture the core
role for pharmaceutical companies to improve
access to medicine. The framework is evolving
over time, to take into account progresses made
by the industry, but also to account for changes
in diseases’ prevalence (e.g., the growth in non-
communicable diseases) or the emergence of
new threats (e.g., COVID-19). However, the key
elements in the framework include:

- Governance of access
- Research and development
- Product delivery

Through the ATMi, the ATM Foundation provides
a credible, transparent and independent tool to
investors looking to assess the issue of access to
medicine, a topic that can be material to long-
term shareholder value in the pharmaceuticals
sector. We strongly value the ATMi for the insight
it brings when forming our views on the strategic
positioning of companies in the pharmaceutical
sector.

by the ATM Foundation. In 2023, we engaged
on the topic of enabling access to medicine
and healthcare with nine issuers, including one
collaborative engagement.

- Set quantitative KPIs to assess companies’
progress on access to medicines strategies

(< (>



241

Engagement Report 2023

Social Cohesion

Engagement Outcomes and Issuer momentum

Company

Company baseline (2023)

Company A

Sector: Phar-
maceuticals

Country: USA  difficult to assess.

The company also does not disclose a holistic access to
health strategy for LMICs beyond access to innovative

products.

In 2022, company announced three mid-term targets
with regards to access to health, seeking to double the
number of LMIC patients for innovative medicines in
2026. However, the targets are based on vaguely defined
metrics and lacking quantitative values, making them

Recommendations

Provide qualitative and quantitative details
on access to health metrics and to report
on them regularly.

Develop (or report on) a more holistic
strategy of access to health for LMICs
focusing on essential medicines and
diagnostics (on top of existing strategy of
access to innovative products).

Company B
has several access initiatives, most notably:

Sector: Phar-

maceuticals

Company identifies patients as one of its CSR pillars and

Consider introducing access- and/or pa-
tient-related KPIs into executive remune-
ration.

- Collaborating with an NGO that works in commmunities

lacking access to healthcare in the area of non-

communicable diseases.

Country:
France - Operating a Foundation focusing on rare diseases.
- Investing in relevant R&D efforts.
No specific KPIs to support access strategy.
Next Steps

Going forward we will continue to expand our
engagement dialogue with the pharmaceutical
and healthcare companies regardless of whether
they have an exposure to LMICs or not, and we
particularly hope to see companies continue to

set clear, time-bound metrics for their access to
medicines and/or healthcare strategies so that
that progress can be more comprehensively
assessed by investors.

Collaborative engagement: Access to Medicine Index

In 2019, the ATM Foundation launched and
coordinated its first collaborative engagement
for investors to help steer the direction of
pharmaceutical companies towards better
serving access to medicine and SDG3 in
LMICs. This investor-led engagement, which
included more than 150 participants in 2022,

is a long-term project given that improving
access to healthcare is likely to be a constantly
evolving target. Amundi has participated in
this collaborative engagement since its launch,
which illustrates our active support of the ATM
Foundation.

Amundi Actions & Key Expectations

From the start, Amundi was assigned as co-lead for the engagement with the French pharmaceutical
company Sanofi. Our expectations for the company were informed by its standing in the ATMi.
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The ATM Foundation did not publish its ATMi
ranking in 2023, and therefore we cannot
conclude on the overall progress of the initiative.
Regardless of this, we were able to engage
Sanofi both directly and as part of the ATMi
collaborative campaign to assess its progress
and make further recommendations.

In 2023, we were pleased to note that Sanofi is
making progress according to plan with the roll-
out of its Global Health Unit (GBU), which aims
to provide access to medicines in 40 countries
with the highest unmet medical needs. The GBU
works with local, regional, and global partners
to provide affordable medicines, support health
systems, and foster innovative solutions for
non-communicable diseases such as diabetes
(through both oral medicines and insulins),
cardiovascular disease, and cancer. One of the
initiatives of the GBU is the Impact brand, which
offers 30 essential medicines at no profit. The
Global Health Unit also has an Impact Investment
Fund that supports startups and innovators who
can deliver scalable and sustainable healthcare
solutions in underserved regions. For instance, in
Africa, the GBU is working at solutions to allow
healthcare practitioners to better reach patients
in remote locations through mobile phones.

In the first two years since the launch of the GBU,
Sanofi primarily progressed via a trial-and-error
process in order to “learn” how to operate in the
countriesinscopedependingonlocalspecificities

Next Steps

(medical needs, healthcare infrastructure, ability
to operate) and thus to offer the most adapted
solutions for local populations. Indeed, Sanofi is
not looking to register drugs just for the sake of
ticking a box but is looking to have an impact
with its registered drugs and making sure they
effectively reach the patients, which can be very
challenging in low-income countries with poor
infrastructures or sometimes facing (civil) war.

In the first nine months of 2023, the GBU had
reached close to 176,000 patients (41% more
than in 2022) through the distribution of Sanofi’'s
products across 27 countries, which were for the
most part either low-income (12 countries) or
lower-middle-income (10 countries). In addition,
the GBU has so far actively developed 33 local
partnerships across LMIC countries, bringing
its total reach in these regions in 2023 to 31
countries, including 15 low-income countries and
13 lower-middle-income countries.

We are particularly pleased to note the GBU'’s
focusonlow-andlower-middleincome countries;
i.e., countries for which ATM was expecting the
pharmaceuticals industry to focus more efforts.
Indeed, in its 2022 index report, ATM noted that
only 15% of access plans include at least one of
the 27 low-income countries. Another positive
move from Sanofi with its GBU is its focus on
non-communicable diseases, which, according
to ATM, represent an area where access plans
lag well behind those for infectious diseases.

Going forward, we will maintain a continuous dialogue with Sanofi on the topic and we look forward

to its updated ATMi assessment.
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D. Responsible Marketing & Media Content?¥”

companies on the topic of content moderation
in 2020. Since we began working on this issue,
it has increasingly gained in prominence, both
for advertising and traditional media and in the
digital space. For these reasons, our engagement
efforts have evolved to follow two axes related
to responsible content, one focusing on digital
rights and content moderation in the context of
socialmedia companies (discussed separately on
page 248-251), and one focusing on responsible
marketing and media content on which we focus
in this section.

Audience trust has a material effect on the
profitability of commercial media. Previous
studies have shown that lack of media credibility
reduces the value it receives for advertising,
increasingly a major source of income for media
companies.?®® However, over the recent years
audience trust in the media has been falling
as a result of growing media fragmentation,
increasing content and societal polarisation.?*® A
recent report suggests that in 2023 only 40%
of global the population trust news most of the
time, a decreasing of 2% compared to 2022. This
is particularly important given the increasing
push for paid content, especially in light of
falling advertising spending by major brands

since the COVID-19 pandemic and the growth in
user-generated content.?©

Further, responsible content is also financially
material issue for advertising business and
companies across all sectors, given the
increasingly stringent advertising regulation.
Indeed, regulators are paying increased attention
to inaccurate claims, including, for instance,
greenwashing, as evidenced by the recently
approved EU ban on greenwashing. Under
this regulation, companies making untruthful
environmental marketing claims can see fines of
at least 4% of their annual turnover.?4

At the same time, we observe that responsible
content can be a source of opportunities and
competitive advantage. There is mounting
evidence that media and advertising firms can
benefit from integration of diverse perspectives
and representation, both in their products and
in the creative and decision-making teams.

Inclusion and representation can attract
wider audiences.?*? Moreover, according to
the ILO, inclusion is necessary address the

highly prevalent harassment risks in the media
industry which have led to multiple high-profile
controversies. %43

237.1n 2022, we reported on a multi-year responsible content engagement with an advertising agency which concluded in the same year

with a positive outcome. Therefore, no further updates are provided on the case

238. https:/journals.sagepub.com/doi/abs/10.1177/0093650213485972

239. https:/www3weforum.org/docs/WEF Principles for the Future of Responsible Media in the Era of Al 2024.pdf

240. https:/www3.weforum.org/docs/WEF Understanding Value in Media Perspectives from Consumers and Industry 2020.pdf
241. https://www.europarl.europa.eu/news/en/press-room/20240212IPR17624/greenwashing-how-eu-firms-can-validate-their-green-claims
242. https://annenberg.usc.edu/sites/default/files/2017/04/07/MDSCI_CARD_Report FINAL Full Report.pdf

243, https://www.ilo.org/global/docs/WCMS 761947/lang--en/index.htm
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Amundi Actions

In 2023, we engaged on this topic with 11 companies from advertising and media companies, as well
as companies involved in marketing controversies, identified through our regular controversy review

process.
Engagement Objectives

The main objective of our engagement efforts
is to encourage companies for whom this issue
bears material risks to define a clear governance
approach and strategy to produce content thatis
accurate and audience-appropriate, particularly:

- Formulate and disclose to stakeholders a
clear position on the categories of content
that would not be tolerated or broadcast,

Issuer Momentum

such as content, editorial or marketing
policies.

- Provide evidence as to how content policy
enforcement, such as a clearly defined
review process and Board and management
oversight of content policies.

- Assess opportunities to increase online and
offline representation.

The table below presents a sample of our engagements on this topic.

Company

and Sector Company Baseline

Company has a number of res-
ponsible content pilots in place,
including on- and off-screen
content representation strategy.
Building infrastructure to formal-
ly track representation.

Company A
Sector: Media

Country: USA

Company has a Code of Conduct
for responsible advertising, com-
mitting to respect the local regu-
lations and values. Every location
has an advertising campaign
review committee and internally
tracks the number of rejected
projects. Despite committing

to respect local regulations,
company would not create own
content rules.

Company B

Sector: Media
(Advertising)

Country:
France

Next Steps

Going forward, we will continue to scrutinise
content practices in media and marketing,
with a particular focus on transparency and
enforcement of policies. We will particularly
continue to engage with advertising companies
to encourage them to be more open about their
campaign review policies and accountability for
advertising content. We will also continue to ask
media companies to outline how they resource
their editorial policy review and fact-checking

Asked company
to explicate how
progress on its
representation
strategy.

Disclose infor-
mation on the
process of cam-
paign reviews with
examples of how
process works in
various countries of
operation.

Past Recommen-
dations

Status in 2023

Inits ESG report, company disclosed indi-
vidual on-screen representation goals and
progress on each goal (including external
studies/research where relevant). This
addressed our request in detail and offered
an example of good practice.

Separately, a 2023 engagement meeting
with company covered its anti-bias policy
implementation, given the challenges of
defining and preventing bias across content
and contexts. Company shared initial work
done to set up a committee to assess
prospects for enforcing consistency across
markets.

Asked company to @ provide more cla-
rity on how anti-bias policy for on-screen

content is implemented in future reports; &
assess opportunities for parental controls
enforcement for teenagers for the com-
pany’s streaming platform.

Engagement started in 2023.

processes. As well, although we are encouraged
by the growing number of responsible media
commitments across our investee companies,
we will continue to ask for relevant metrics and
KPIs to evidence that these programs go beyond
pilot initiatives. Finally, in light of the rise of
Generative Al, we will integrate more questions
on Al-related risks and opportunities to not only
digital but also traditional media and advertising
companies.
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Case study 52: Case Study on a Responsible Marketing
Engagement: European Fashion Company

Context

In 2022, a company in the fashion sector launched an in appropriate ad campaign that was
widely deemed inappropriate leading to a global public backlash. The company also had
similar past issues involving its products and campaigns implying there were serious risks in
its oversight to ensure adherence with company ethics policies and product standards. Due to
this, Amundi decided to engage with the company on the matter.

Amundi Actions & Key Engagement Objectives

Amundi had an initial engagement conversation with the company on the controversy in 2022
and continued to follow up on a quarterly basis throughout 2023. The company originally
explained that the main driver of the poor decision that led to the release the inappropriate
campaign was weak diversity in the responsible team: all the employees who approved the
campaign were of a similar age, culture, and background, and therefore lacked awareness of
the fact that the campaign might be considered inappropriate in certain regions of the world.
While we do appreciate the need for increased diversity, we felt that the issue was also rooted
in the gaps in the company’s ethics processes.

Thus, in response to the controversy, Amundi asked the company for the following:

- More transparency on how group ethics and compliance standards are applied, and in
particular how this relates to controls over product brand content;

- Increased diversity in approvals over brand content to ensure that products and marketing
campaigns are appropriate across all regions of operations, and to minimise the risk of
group think.

Also, in response to the controversy, Amundi implemented an override on the company’s
internal product and customer responsibility score to reflect the controversy and the repeated
nature of inappropriate products and marketing across the group.

Momentum and Outcomes

In the first 12 months after the controversy, the company made major strides to improve its
policies and controls while also keeping investors up to date on latest developments. Throughout
the year the company provided updates on how it was improving its policies. Notable updates
included its early commitment to hire a Chief Brand Safety Officer to oversee content approvals
at a group level across all brands and a later commitment to incorporate a KPI into executive
remuneration around protecting brand value. We welcomed these notable developments but
still did not have full clarity on how the company is strategically improving diversity of approvals
and controls.

Next Steps

Amundi will continue to engage with the company on the topic. We welcome the announced
changes to remuneration as we think this will help to ensure that all relevant employees have
a vested interest in ensuring that contents and products follow company rules and regulations
(while still enabling creative freedom). We will continue to engage with the company to ensure
proper changes to controls and increased diversity across the decision-making teams while
maintaining our override on the company’s product responsibility criteria.
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Case study 53: US Media Corporation

Context

2023 was our second year of engaging with a major US mass media company whose divisions
include television, sports and news programming, among others. At the backdrop of declining
public trust, growing concerns about disinformation and media polarisation and competition
from the social media, broadcast media companies need to offer quality and trustworthy
content to their audiences to maintain their credibility and market position. Having robust and
transparent content review policies is of high importance for the companies in the sector to
keep both their audience and advertising clients, and to avoid legal action.

The company’s daily news programming averaged over 1.2 million viewers in the US in 2023,
leading among mainstream news media programs. Despite this wide reach, the company’s
transparency on editorial policies and review processes has been relatively limited compared
to peers. This presented a risk to the company’s reputation and advertising revenue particularly
as, from 2021, the company had faced several lawsuits related to its reporting on political events
in the United States in 2020. This included a defamation lawsuit by two suppliers of election
technology in the US. Moreover, it faced frequent allegations of bias and of broadcasting
inaccurate or misleading information on its various shows. Considering the seriousness of the
allegations and the company’s audience, we found it important to engage with the company
on its editorial review processes.

Amundi Actions

In our initial 2022 engagement, we asked the company to explain @ how its editorial guidelines
developed and to what extent they apply to all of its divisions, and @ the typical process
involved in reviewing research to ensure that content complies with its own policies and
guidelines. Although the company provided some acknowledgement of our request for greater
transparency, it offered limited additional information beyond its existing reporting. Therefore,
our concerns remained mostly unaddressed and we raised those again in 2023. Prior to our
follow-up engagement, however, one of the high-profile defamation lawsuits mentioned above
culminated in a settlement and a departure of one of the company’s major media personalities.
The immediate aftermath was primarily financial, but further loss of talent and audiences could
not be ruled out.

Engagement Objectives
Key engagement objectives for our engagement were as follows:

- Increase transparency to clearly outline how the company conducts editorial reviews and
oversees compliance with its own editorial/content policies.

- Evidence risk management processes in place to address ability to detect and mitigate
against risks associated with inaccurate information and their repercussions and
demonstrate that these processes are adequately resourced.

- Evidence management and board accountability for addressing such risks and their
mitigation.
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S

Engagement Outcomes and Issuer Momentum

In 2023, we pointed to the settlement decision and the ongoing lawsuits as a rationale to
discuss the company’s editorial review and content risk management approach in greater detail.
We were able to address them in greater depth in the engagement meeting. The company
acknowledged some shortcomings in its disclosures and editorial review processes in the wake
of the settlement and the associated risks to the company. It also shared that following a
shareholder proposal, it agreed to have an outside advisor and hired a law firm to assess the
merits of establishing a risk oversight committee at the board level.

Additionally, the company shared with Amundi an overview of key review processes that support
its content production and the work of its journalists, including social media monitoring and a
team of around 30 people who are available as a research resource to editorial and production
teams and who regularly participate in the editorial meeting. We queried, however, whether the
size and cognitive diversity of the team represented an adequate resource for the scale of the
company’s programming. Moreover, we noted that the company did not have a formal policy
and timelines to respond to audience concerns about inaccurate or misleading information,
which could increase the company’s trustworthiness and ability to govern content risks.

Following the lawsuits, the company did assess opportunities to improve its content risk
management and adequacy of risk management resourcing. Some of the changes that had
already taken place included training which incorporated learnings from recent cases, awareness
raising, greater scrutiny of live programming and review of technological opportunities to
enhance existing processes.

Regarding the content risk oversight at management and board levels, the company shared
that its Audit Committee’s charter included nonfinancial risks, such as defamation. Its Chief
Ethics and Compliance Office conducts a periodic risk assessment to identify the risks faced by
the company. The Audit Committee receives quarterly reports on defamation matters, and the
Board takes responsibility for such cases.

Although we were encouraged by the company’s improved responsiveness to our engagement
and acknowledgement of the need to improve its practices, we recommended the company to
increase disclosures on its content review processes in future reporting, and develop a policy
on responding to stakeholder (i.e., public) concerns regarding inaccurate information.

Next Steps

We expect that in 2024, the company will complete its review of the merits of establishing a
risk oversight committee, but there will also be further updates on the lawsuits it continues to
face. We will therefore continue to engage with the company on the responsible content and
editorial review processes. We will continue to emphasise the need for greater transparency, as
outlined above, and we will also expect the company to demonstrate more specific steps taken
to improve its content creation support, evidencing adequate resourcing of these processes
and report on this more openly. Finally, we will continue to encourage the company to develop
processes to respond to public concerns in a timely manner, which could prevent some of the
unwanted escalation.
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E. Digital Rights and Al Ethics

Context

Digital technologies have been at the forefront
of global innovation, development and inclusion,
enabling accelerated developments in clean
energy, healthcare, workforce participation
and many other economic and social spheres.
Yet, the rapid development of technology and
the accelerated shift of business and personal
life into the online space brings about not only
opportunities but also material risks that have
impacts on digital businesses and systemic
conseqguences for the economy. One estimate, for
instance, puts the cost of global misinformation,
borne by businesses, individuals and
governments, at USD 78 billion.?** Unfortunately,
social media sites contribute significantly to the
spread of misinformation, often by amplifying it
through their algorithms.?*> Although the costs
of misinformation are often not borne by the
social media companies themselves, evidence
suggests that it can distort market signals and
result in disruption to market stability.?46

Privacy and personal data protection have
emerged as another concern in the context of
the proliferation of targeted advertising and
extensive user data sharing online. Regulation
of data use in the digital space is therefore on
the rise around the world. The General Data
Protection Regulation, for instance, provides
that a business can be fined up to €20 million
or 4% of the business’s total annual worldwide
turnover for violation of data protection and
electronic privacy principles. Another area of
regulatory scrutiny is online safety, particularly
of children, and the impact of online harm. The
EU Digital Services Act (DSA), which came
into power in 2023, places extensive reporting
requirements on large online platforms to that
end. Platforms failing to comply with the DSA
could see fines of up to 6% of their global
turnover. The US Federal Trade Commission is
discussing plans to limit information companies
can collect from underage users online, whereas

244, https:

Chinese regulators put in place restrictions on
online information harmful to the mental health
of children and limiting the amount of time
children can spend online. These regulations
present significant risks to companies, not only
due to the reporting and operational burdens,
but also by limiting their access to a potentially
large audience.

Manyoftherisksassociatedwithdigitalbusinesses
are heightened by the growing deployment
of artificial intelligence (Al) applications. One
of the most prominent risks associated with
Al is that of algorithmic discrimination - for
instance in service, recruitment and promotion,
or work allocation in the platform economy.
Although discrimination, even unintentional,
can benefit businesses in the short run through
enhanced efficiency, research suggests that
over time reputational effects of discrimination
become detrimental to businesses.”” Further,
Al-enabled misinformation has been named as
the most severe short-term global risk by the
World Economic Forum in 2024.2%¢ This reflects
the advancement in falsified information and
synthetic Al-generated content, which can be
misleading to individual users but also distort
information relevant to critical business decision-
making and enable societal fragmentation.
As well, Al is estimated to have significant
implications on the wider economy through its
potential to reshape the labour market. The IMF
estimates that nearly 40% of global employment
isexposedto Al Alisdistinct from prior disruptive
technologies in that it has the potential to affect
not only routine tasks, but also high-skilled jobs.
Notably, developed economies face both greater
risks from Al and more opportunities to leverage
the benefits of its deployment compared with
emerging markets. In developed countries,
about 60% of jobs may be impacted by Al
Some of these impacts may be positive, with Al
integration enhancing employee productivity.

s3.amazonaws.com/media.mediapost.com/uploads/EconomicCostOfFakeNews.pdf

245, https:

www.sciencedirect.com/science/article/abs/pii/S0148296320307852

246. https:

merit.url.edu/ws/portalfiles/portal/34353312/Can social media Redigolo.pdf

247. https:

marketing.wharton.upenn.edu/wp-content/uploads/2020/11/1119.2020-Ukanwa-Kalinda-PAPER-AlgorithmicDiscriminationinServ

ice2020.pdf

248. https:/www3.weforum.org/docs/WEF The Global Risks Report 2024.pdf
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With others, Al applications can carry out simpler
tasks - this could lower demand for labour and
depress wages, if not eliminate these roles
entirely. Although emerging markets are less at
risk from immediate disruption, Al deployment
might worsen inequality among nations over
time?*°Although these developments might
benefit companies in the short run from a cost
efficiency perspective, for instance by removing
the need for human inputs in decision-making,

Amundi Actions

We engage with companies on digital rights and
Al ethics directly and through collective groups,
including the Ranking Digital Rights engagement
convened by the Investor Alliance on Human
Rights and the World Benchmarking Alliance’s
Ethical Al engagement. In 2023, we also joined
a new collective engagement convened by the
Council on Ethics of the Swedish AP Funds,
which aims to encourage big tech companies
to address the human rights risks and impacts

Engagement Objectives

Although key asks for this engagement are
company-specific, the overarching objectives
were as follows:

- Encourage companies to formalise
governance and oversight of digital rights
and Al ethics and adopt and disclose formal
policies reflecting their management of
material digital rights issues.

- Implement technology risk and human rights
impact assessments and demonstrate how
identified risks are addressed.

249. https:/www.imf.org/-

there can be long-term systemic risks of
unemployment and/or worker redeployment
and retraining that might be involved.

important to engage with
companies on respect for digital rights -
generally defined as including freedom of
expression, information and privacy - as well as
on mitigating against the uncertainties related
to the increasingly widespread application of Al.

Therefore, it s

associated with their business model, including
the impact of these companies’ platforms
on vulnerable groups, such as children.?®
Recognising the impact of technology and the
growing importance of Al in all sectors, we also
engage corporates where these issues have been
identified as material - for instance, platform
and gig economy companies (see page 184).
Overall, in 2023 we engaged 37 companies on
digital rights and Al ethics.

- Adopt metrics and KPIs to evidence that
relevant policies are effectively implemented.

- Introduce or strengthen safeguards on user
privacy and harm prevention for minors and
other vulnerable groups.

- Evidence effective content moderation
processes.

media/Files/Publications/SDN/2024/English/SDNEA2024001.ashx

250. https://etikradet.se/en/press-releasemarch-23-2023
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The table below provides a sample of our engagements on digital rights. We provide additional
examples in the dedicated sections further below. Our key observation is the growing receptiveness
of companies to the engagement discussions of digital rights topics, both in developed and emerging
economies, compared with previous years. Given the complexity of the issue and the growing
regulatory demands, companies are becoming more open to report on harm mitigation and content

policies, which is a welcome development.

Macro
Sector

Baseline assessment

Recommendations

Status in 2023

Company A

Sector:
Interactive
Media

Country:
China

Engaged
directly and
through the
Big Tech
and Human
Rights initia-
tive.

Company B

Sector:
Software

Country: USA

Engaged
directly

Company C

Sector:
Broadline
Retail

Country:
China

Engaged
directly and
through
Big Tech
and Human
Rights
initiative

Engagement started in 2023.
Company operates interac-

tive media platforms. It faced
content-related controversies
prompting engagement.

Has systems for users to report
for users any harmful content
and children’s online safety
programs.

Set up a Committee on Data
Privacy and Protection and opt
out options for targeted adverti-
sing although not all metrics are
disclosed.

Engagement started in 2022.
Company uses Al extensively in
products aimed at businesses
and private clients.

No ethical Al policy in place but
internal discussions ongoing with
a focus on external communi-
cation around Al-determined
outcomes, i.e., explainability (e.g.,
tax calculations in the company’s
tax reporting platform). Board
has visibility and oversight of Al
ethics discussions.

Company operates e-commerce
and technology platforms.
Engagement started in 2023.
Well aware of the digital rights
concerns associated with its plat-
forms (privacy, content modera-
tion expectations). Company set
up governance bodies to oversee
these risks and to potential risks
associated with new products
and technologies.

Has data protections and privacy
initiatives in place since 2015.
This includes efforts to educate
users on privacy and data rights.

Develop more robust
oversight of product and
content strategy with rele-
vant metrics.

Develop KPIs and metrics
to evidence effectiveness
and coverage of children’s
online safety programs.
Develop more robust
disclosures on the effec-
tiveness of user opt-out
channels.

Develop and publish a
formal Al ethics policy.

Demonstrate evidence

of digital rights risks
oversight being applied
systematically through
reporting and metrics.
Provide evidence of risk
assessments focussing

on vulnerable groups of
users (e.g. children) and
evidence of processes

to review and moderate
content and targeted ad-
vertising aimed at minors.
Provide further evidence
of effectiveness of current
user opt-out mechanisms.

Company joined the UN Global
Compact and is working on external
communication of its content risk
mitigation policies.

Company was receptive to feed-
back from Amundi and Big Tech and
Human Rights investor group, and

a follow-up is planned for 2024 in
which the group will share more best
practices with the company.

Responsible Al Principles published.
Noted increasing use of Al for inter-
nal productivity and extensive Board
involvement in Al fairness discus-
sions.

We were pleased to see the prin-
ciples published and will continue to
engage on their implementation and
seek evidence of risk assessment and
due diligence for internal and exter-
nal Al application.

No major developments over the
course of the year, but company was
highly receptive to feedback.
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Next Steps and Amundi Perspective of Engagement

The rapid development of artificial technology
and increasing regulatory scrutiny of digital
platforms continues to pose new risks and
uncertainties for companies who develop and
use digital technologies. Therefore, in 2024
we will continue to engage with companies
on digital rights to ensure that they not only
proactively introduce relevant formal policies
but also demonstrate clear evidence of regular
risk and impact assessments of their platforms
and technologies with clear identification of
follow-up actions and risk mitigation efforts. We
will also focus more strongly on the interactions
between policy teams and committees and
product and engineering teams to ensure that
policies are not developed in a vacuum and that
human rights risks are well understood across

companies. As well, we will continue to engage
with companies on their content moderation
efforts, with 2024 being a major year for elections
around the world. Given the continued concerns
about the quality of content moderation across
major platforms, we will seek to encourage more
disclosures from companies to explain how this
important function is resourced and overseen.
Finally, we will also strengthen our engagement
on protection for vulnerable groups and mental
health effects of technology, particularly for
children and teenagers. At this time, we observe
that companies are beginning to introduce child
safety policies and practices, but the extent to
which these are effective and systematically
applied still needs to be demonstrated.

Collaborative engagement: Ranking Digital Rights

Context

One of the growing challenges for technology
companies remains balancing the rights of their
users, particularly to privacy and freedom of
expression, with their commercial strategies,
which include benefitting from user information
through data monetisation, particularly via
targeted advertising. Data monetisation has
multiple pitfalls, most notably potential for
leakages, misuse and breaches of user rights.
As such, regulators around the world have been
developing legal frameworks to preserve the
rights of technology users. In a well-known case,
Facebook (now Meta Platforms) was required by
the US Federal Trade Commission to pay a USD
5 billion civil penalty for violating the company’s
own privacy promises. The company also saw a
ban on monetising data of users under 18.%°' This
illustrates just one way in which digital rights
issue can materialise for companies.

To enable more systematic assessment of
technology companies’ management of those
issues for investors and other stakeholders,
the Ranking Digital Rights (RDR) Corporate
Accountability Index assesses 26 major global
digital platforms and telecommunications
companies on the quality of their policies
and disclosures related to freedom of
expression, privacy and security online. The
RDR’s framework consists of three key pillars,
governance, freedom of association and privacy,
with the methodology is publicly disclosed on
the RDR website?>? In 2018, the RDR and the
Investor Alliance on Human Rights launched a
collaborative investor engagement, informed
by the RDR findings and recommendations for
improvement. The engagement is supported
by an investor statement, current signed by 176
investors representing over USD9.2 trillion in
assets.?®s

251. https:/www.ftc.gov/news-events/news/press-releases/2023/05/ftc-proposes-blanket-prohibition-preventing-facebook-monetising-

youth-data
252. https://rankingdigitalrights.org/methods-and-standards,
253. https:

investorsforhumanrights.org/investor-statement-corporate-accountability-digital-rights-0
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Amundi Actions

Amundi joined the engagement in 2021, as a
leading on the engagement with one British

telecommunications and one emerging
market telecommunications company,
as well as collaborating with a group of

investors on an engagement with a European
telecommunications corporation. In 2022,

we started a new engagement with a South
Korean digital platform which Amundi led alone.
In 2023, we continued to follow up with the
engagement pool and also started co-leading
on an engagement with an emerging market
interactive media company.

Our key RDR engagement objectives were as follows:

In line with RDR recommendations, all RDR-
ranked companies are encouraged to:
- Implement robust human rights governance

- Be transparent on the implementation of key
policies relevant to digital rights

- Give users meaningful control over their data
and data inferred about them

Additionally, Amundi expects companies to put
in place systematic digital rights assessments
across their activities and relations with partners
in their value chains. These can take the form of,
for instance, human rights impact assessments
and third-party due diligence.

- Account for harms linked to algorithms and

targeted advertising

Issuer Momentum

The RDR results were previously published annually, and since 2022, the ratings for the digital
platforms and telecommunications companies are published separately, to reflect sectoral
differences. However, there was no ranking published in 2023, and therefore we continued to engage
with companies directly and with our co-leads.

Baseline
Assessment

Macro

Sector

Company A Engagement start-
ed in 2021.
Sector: Tele- Strong overall
communica- governance of
tions human rights,
including digital
Country: UK rights, compared

to peers.
Lacked evidence
of robust poli-
cy enforcement
related to net
neutrality, targe-
ted advertising
and algorithmic
development.
Lacked trans-
parency on user
data collection,
use and sharing.

Past Recommenda-
tions

Disclose outcomes

of individual rights due
diligence conducted on

existing services.
Evidence enforcement
of policies on algo-
rithms and targeted
advertising, as well as
zero-rating

programs.

Evolution in past
years

Strengthened human
rights policy and
processes, focusing on
human rights due dili-

gence implementation.

Published a statement
on net neutrality.
Updated data privacy
and cyber security
reporting.

No longer provides
information on pro-
cesses for responding
to private requests for
content or account
restriction.

No longer publishing
detailed transparency
reports.

Status and recommenda-
tions in 2023

Built human rights due di-
ligence into business pro-
cesses across the firm.
Agreed to restart transparen-
cy reporting.

Looking to identify best ways
to report on how users can
access personal data.

Joined a joint venture to
offer opt-in personalised ad
targeting of regional mobile
network users. This promp-
ted a recommendation to
develop a policy on targeted
advertising.
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Company B

Sector: Tele-
communica-

tions

Country:
Malaysia

Engagement start-
ed in 2021
Limited overall
awareness of
digital rights
issues and a lack
of a human rights
team.

Publish an explicit

- commitment to human

rights. Increase trans-

: parency on how the

company responds to

government orders to

shut down networks
and commit to push

. back against these

demands.

- Publish information

about censorship and
user information de-

© mands by authorities.

Joined the UN Global
Compact.

Now includes
third-party vendors in
privacy-related impact
assessments.

¢ Made public state-

ments on transpa-
rency in response to
protests in one of the
countries of operation.

In progress of implementing

- Child Sexual Abuse Material

Blocking as part of prepa-

¢ ration for future regional

regulatory requirements.

. Work underway in phases

to improve human rights
work across the Group. This

-~ includes in establishing a

human rights public policy

© or equivalent, establishing

key governance for human
rights matters and roll-out of

¢ training for employees and

suppliers.

Company C

Sector: Tele-
communica-

tions

Country:
France

Engagement start-
ed in 2021.

Behind peers on
policies related

to freedom of
expression and
information.
Lacking in trans-
parency on digital
rights policies and
governance.
Limited scope of
human rights im-
pact assessment.

Disclose policies and
practices affecting
freedom of expression
and privacy.

Clarify approach to
handling government
demands for user data

and censorship. Expand
© the scope of human

rights assessments.
Commit to net neutra-

Clity.

Disclose information on
user privacy protection.

Disclosed more go-
vernance processes,
including commit-
ments to freedom

of expression and
information as well as
privacy. Published a
new ethical charter
on data and Artificial
Intelligence, which
includes commitments
to data and privacy
protection.

Provided evidence

of human rights risk
mapping processes.
Strengthening human
rights governance.
Does not use zero net
rating anymore but

has no formal commit-

ment to net neutrality.

Working to publish an inte-
grative human rights policy
pulling together all of the
company’s human rights ini-
tiatives and areas of focus.
Working on a transparency
policy regarding data security
and personal data protection.

Company D

Sector: Inter-
active Media

Country:

South Korea

Engagement start-
edin 2022.

Strengthen human
rights due diligence.
Enhance reporting on

. content policy enforce-

ment.
Provide more trans-
parency on targeted

advertising and content !

moderation.

Report on results of
human rights due
diligence and human
rights impact assess-

: ments.

Provide disclosures on
content policy enfor-
cement and removal of
harmful content.
Disclose how targeted
advertising rules are
enforced in practice for
users aged over 14,

Engagement started
in 2022

Set up an internal human
rights organisation and a tech
ethics team.

Working on internal human
rights awareness.

Reviewing grievance chan-
nels.

Opened a help center to

. protect users/stakeholders

of targeted ads in 2022 but
in 2023

. improved disclosures on ad-

vertising to minors.
Set up an Advertising Ethics

i Organisation.

Working on Al ethics im-
plementation - Al issues

- included in enterprise risk

management.

Company E

Sector: Inter-
active Media

Country:
China

Engagement started in 2023.

Company has set up a
number of interventions to
improve users’ access to own
information, especially in the

. context of targeted adverti-

sing. However, lacking KPIs to
track performance.

More transparency needed on
user data processing.

No metrics to track Al-re-
lated risks but in the process
of setting up a Tech Ethics

© Committee.
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Next Steps and Amundi Perspective of Engagement

In 2024, we will continue to follow up with the
companies in our engagement pool. The next
RDR scorecard is expected to be published in
October 2024. Over the past two years, we have
observed an increasing integration between
RDR topics and engagements on ethical Al
particularly as these issues become more
material for more companies. Therefore, we
also expect to see more cross-pollination and
learning to occur between the two initiatives.

Finally, although we do see companies becoming
more transparent about their management of
digital rights issues, it is still apparent from our
engagement that much remains to be done to
quantify the metricsto enableinvestorsand other
stakeholders to assess their implementation.
We therefore expect performance assessment
and due diligence to be more central in our
engagement objectives going forward.

Collaborative Engagement on Al Ethics with the World Benchmarking

Alliance

The World Benchmarking Alliance’'s (WBA)
Ethical Al engagement was launched in 2022
as a result of the WBA identifying in its 2021
Digital Inclusion Benchmark that many of
150 major companies involved in the digital
economy had limited awareness of ethical
approaches to Al. The WBA launched an Investor
Statement supporting responsible algorithmic
development amongst technology companies

Amundi Actions

Amundi joined the collective engagementin July
2022 and led on engagements with 5 companies.
Of these, 4 were individual engagements, and

Engagement Objectives

The primary goal of the Ethical Al engagement
is to encourage companies to commit to ethical
Al principles and publish a relevant formal policy.
Additionally, our engagements included
expectations on

- The governance and board oversight of Al
ethics.

- Improving integration of ethical
considerations into Al development and
deployment.

- Deployment of Al and algorithmic impact
assessments to mitigate against technology

and providing the foundational expectations
for the engagement.®* The key message of
the statement is that failing to operationalise
Al ethics and guard against potential pitfalls
of Al application is a material reputational and
financial risk for companies. Therefore, in its
first two years the engagement focussed on
encouraging target companies to operationalise
and formalise their approach to Al ethics.

on one engagement we were a lead engager
with one supporting investor.

risks, including risks of discrimination and
unintended consequences of algorithmic
application.

- We sought to assess the extent to which
companies were aware of the risks associated
with Al and algorithm deployment and the
categories of risks considered.

Our engagement discussions were frequently
coupled with questions about broader ESG and
human rights oversight.

254. The Investor Statement on Ethical Al along with a list of its signatories is available at: https:/www.worldbenchmarkingalliance.org

impact/investor-statement-on-ethical-ai
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Issuer Momentum

The table below summarizes our ethical Al engagements in 2023. Although progress was mixed, we
noted positive developments, with one large US company publishing its Ethical Al Principles after a
year of engagement.

Macro
Sector

Company A
Sector: Semi-
conductors &
Semiconduc-
tor Equip-
ment
Country: USA
Company B
Sector: Semi-
conductors &
Semiconduc-
tor Equip-
ment

Country: USA

Company C
Sector: Media

Country: USA

Company D
Sector: Media

Country:
France

Company E
Sector:
Interactive

Media

Country:
Sweden

Baseline assessment

Ethical Al principles developed
internally, supported by pro-
cesses and governance structure,
but not publicly disclosed.
Company is active in various
ethical Al forums and has deve-
loped good understanding of
key stakeholder concerns on the
matter.

Company has a cross-functional
ethical Al workstream in

place.

In exploratory phase of ethical
Al work: acknowledged that the
issue is important to investors
and other stakeholders but is not
at a stage of publishing
documents.

Al is core to the company’s com-
mercial strategy. Acknowledged
that not having

formal policies in place to
oversee its responsible deploy-
ment

is a risk.

Company did not see Al ethics
as a material issue.

However, the company has ap-
plied machine learning and Al
teams and uses Al in its adverti-
sing business.

As a satellite operator, the com-
pany does not use Al in its own
operations - but its clients and
partners do. As such, poor
oversight of Al by partners is an
indirect risk for the company.

As a media platform, the com-
pany faces a host of Al risks
related to content moderation
and user recommendations.

It has an emerging appreciation
of Al ethics and risks

associated with algorithm de-
ployment, spearheaded by its
engineering team.

It has also instituted a multidisci-
plinary safety advisory council
consisting of external experts to
discuss arising ethical issues.
However, none of its relevant
policies are publicly available,
and the role of the safety adviso-
ry council is non-binding.

Past Recommenda-
tions

Publish ethical Al prin-
ciples and ensure they
are easily accessible to all
stakeholders.

Formalise the ethical Al
workstream.

Publish ethical Al prin-
ciples and ensure they
are easily accessible to all
stakeholders.

Assess material risks asso-
ciated with Al deployment.
Develop an appropriate
level of ethical oversight of
Al and algorithmic deve-
lopment.

Develop formal ethical Al
principles.

Incorporate ethical Al
commitment into client
and partner expectations.

Publish internal policies
related to ethics in Al and
algorithmic development.
Formalise governance
processes related to Al
ethics and disclose the
role of relevant teams and
advisory bodies.

Status in 2023

Company published its Ethical Al
principles in late 2023. Al principles
have also been integrated into the
company’s human rights policy.

In late 2023, company advised
Amundi that it was preparing to
publish its ethical Al principles. The
principles had been formalised and
would first be rolled out to internal
audiences.

The working group on Al meets at
least weekly, signalling importance of
this work. Company hopes to forma-
lise the group further.

Company is also looking at the Al
value chain and impacts on data
enrichment workers as part of its
double materiality exercise.

Despite no updates on Al ethics,
the company had made significant
investments in Al.

No significant progress due to an
ongoing merger.

We reiterated our expectations and
also encouraged the company to
consider Al risks from a cybersecu-
rity and governance perspectives.

Company published its 2022 Equity
& Impact report which included a
section on algorithmic impact, with
a reference to the 2021 Algorithmic
Policy, Guidelines, and Best Practices
document. Unfortunately, the policy
itself was not published.

We reiterated our expectations to
the company once more.
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Next Steps and Amundi Perspective of Engagement

2024 will see the next phase of the collaborative
engagement, now that some companies have
made progress towards formalising their Al
ethics policies. In addition to publishing these
high-level documents, the engagement priorities
have been expanded to include a new focus
on the implementation of these policies and
demonstrating how companies seek to mitigate
against any potential risks emerging from the
accelerated deployment of Al. Specifically, the
engagement asks will include implementing,
demonstrating, and publicly disclosing:

1. A set of ethical principles that guide the
company’s development, deployment, and/or

3. How these principles are implemented via
specific tools and programs of action relevant
to the company’s business model, including
on the product and service level;

4.Impact  assessment  processes  applied
to Al, emphasising human rights impact
assessments, especially in high-risk use cases.

This means that we will continue to engage
with companies who have made formal and
public ethical Al commitments going forward.
Moreover, the revised objectives, coupled with
the acceleration in Al deployment, make it
imperative to push companies who are more

reluctant to implement Al safeguards to make

procurement of Al tools; ,
rapid progress.

2. Strong Al governance and oversight across
the value chain of Al development and use;

Case study 54: Meta Platforms

Context

In 2020, we started an engagement with Meta Platforms on content moderation and digital
rights. The engagement was prompted by multiple controversies associated with the company’s
management of human rights risks associated with its platforms.

Concerns about the adequacy of Meta’s content moderation oversight and resources in non-US
markets countries have been raised since 2017 events in Myanmar, where the lack of rigorous
content moderation sensitive to the local context at the time had been linked to atrocities
perpetrated against the Rohingya people. This has led to a number of lawsuits, and on a number
of occasions the company had admitted to failing to act upon concerns about its content
moderation resources. Further, the company’s use of sub-contractors to moderate content has
led to queries about the moderators’ working conditions.

Separately, the company also faced a major controversy related to personal data use and
allegations of causing harm to vulnerable groups, including affecting teenagers’ mental health.
The risks for the company were material given the fines and other regulatory responses it had
experienced (including limitations on young users’ data monetisation in the US, for instance).
As well, given the company’s reach and role as a media platform, its ability to adequately review
content have broader impact on market stability. For all of these reasons, it is important for us
to continue our engagement with the company and ensure that it has adequate risk mitigation
processes in place.
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S

Amundi Actions

We started our engagement dialogue with the company in 2020 and followed up with another
meeting in 2022. Given the company’s global reach and capacity to amplify harmful content,
we were particularly interested in ensuring that product impact on human rights issues was
appreciated and overseen by the board. In 2023, we joined a collaborative engagement with
the company as part of the initiative convened by the Council on Ethics of the Swedish AP
Funds. We saw the objectives of the initiative as complementary to our engagement goals
and therefore decided to continue our engagement on content moderation directly and the
engagement on human rights risks together with the collective group as a co-lead for the
company.

Engagement Objectives
For the above reasons, our key engagement objectives in 2023 were as follows:

Evidence effective enforcement and adequate resourcing of content moderation policies

Develop holistic Board oversight of human rights and human rights impact management

Evidence how the company is addressing human rights risks linked to its business model

Demonstrate adequate resourcing of risks management associated with underage users

Engagement Outcomes and Issuer Momentum

In 2023, the company demonstrated an increased responsiveness to investor outreach and a
greater openness to dialogue than in previous years, which was a welcome development. Having
issued its first human rights report in 2022, in early 2023 the company conducted a salience
assessment with multiple stakeholders to assess the human rights relevant to the company.
In line with the UN Guiding Principles, the assessment covered both human rights risks to
the company and its potential adverse effects on human rights, an approach we welcomed.
Amundi participated in a March 2023 meeting with the company attended by other investors
to provide input into the assessment and to introduce the new collaborative engagement
group together with our investor co-lead. In addition to the possibility to provide feedback and
reinforce our expectations for the company on human rights risks oversight, the meeting also
provided additional insights into the role of Meta’s policy team and informed our engagement
over the course of the year.

In November 2023, we met with the company again as part of its human rights and Al ethics
update. Following up on the March engagement, we asked the company to outline how it was
working to translate the salient human rights risks identified earlier into implications for product
and commercial teams, to ensure that risk mitigation progressed beyond policy development.
The company shared that it had plans to use salient risk assessment as a tool going forward and
that the Human Rights team was meeting with Trust and Safety and other relevant teams to
set priorities for 2024 on the basis of the assessment. It also provided examples of cooperation
on specific human rights risks, such as developing responses to unfolding conflicts and crises
around the world in cross-functional teams.

In December 2023, we met the company twice, once as part of the Big Tech collaborative
initiative, and once directly. Our first meeting, attended by the company’s Human Rights
team and the Director of Safety Policy for Youth, was focused mainly on underage users. The
company shared that it was working with experts, parents and young users to develop policies
and processes to increase underage users’ safety and enhance age verification processes.
Unfortunately, shortly before the meeting news was shared in the media about the deficiencies
in the company’s age verification procedures for one of its platforms. A lawsuit had been filed
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across multiple US states alleging widespread use of features addictive for children across
its platform. With the lawsuit still ongoing, we were unable to ask the company for details of
the case, but we would expect to see more evidence of effectiveness of its efforts towards
underage user safety. Regarding progress on human rights, we asked the company how the
Board received the feedback on its human rights saliency assessment, and we were assured
that the results were presented to the Audit and Risk Oversight Committee with plans to set
priorities for further work in 2024. Finally, in our direct engagement which also took place
in December, we asked the company to evidence how it resources content moderation. We
particularly requested more transparency on vendor due diligence, given that a large proportion
of content moderation is sub-contracted, particularly in developing economies, and it is not
always clear how the company ensures that content moderators are adequately trained on its
policies, equipped with appropriate skills and are afforded decent pay for decent work. We
would also like Meta to much more clearly communicate on @ how expectations for content
moderators and operationalised and @ how content moderation resourcing decisions are
made, particularly outside the US, which has received considerable focus to date. Although the
company outlined its general approach to working with third-party content moderation service

providers, we did not come away with an understanding that the it was prepared to address
our concerns given the limited response offered and the ongoing risks related to the matter.

Hence, while the company made progress on human rights policy development and deployment,
in light of the limited openness about content moderation resourcing decisions, we maintain
our view that oversight of content moderation continues to represent a material risk for the
company. Therefore, we co-filed a shareholder resolution asking the company to evidence the
effectiveness of measures it is taking to prevent and mitigate content-related human rights
risks in its five largest non-US markets.

In sum, despite the progress made by the company, we maintained our view that the Board’s
oversight of ESG risks, specifically human rights issues, needs to be more robust, and therefore
voted against the re-election of three relevant directors at the company’s AGM.

Next Steps

We appreciate the progress Meta has made over the past years and its increased responsiveness
to investor concerns. At the same time, given its global impact, we would like to see more
ambitious actions from the company and will therefore continue to maintain an active
engagement dialogue across all of our objectives in 2024.
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F. Engaging on Cybersecurity

Cybersecurity is a critical, yet often
underappreciated, component of companies’
ESG strategy and societal responsibility.
Between 2019 and 2023, approximately USD 5.2
trillion in global value would have been at risk
from cyberattacks, with 10.5 million records are
lost or stolen every month.?>> Cyberattacks can
be highly disruptive to business operations, and
even when those are repelled, their impact can
undermine societal - and hence market - trust
in a business, with class actions settlements
often stretching out over the course of many
years. Indeed, a 2021 study demonstrated
that on average, a successful cyberattack
can decrease shareholder wealth by 1.09% in
the three-day window around the incident,
and further, successful cyberattacks have
potentially economically large reputation costs,
with shareholder wealth loss exceeding the
company’s out-of-pocket costs from the attack.

Amundi Actions

Amundi began engaging with companies on
cybersecurity strategy in 2022. Although it is
increasingly a priority matter for companies
across all sectors, our engagement pool
selection is driven by a combination of risk
exposure at sectoral and company levels and
bottom-up research on company practices. We
also conducted more targeted engagement with
companies identified through our controversy
monitoring process as experiencing severe

The total shareholder wealth loss resulting from
first-time cyberattacks alone could reach as
much as USD 104 billion - approximately 100
times higher than the direct out-of-pocket costs
of the attacks that researchers could identify
(including investigation and remediation costs
and legal and regulatory penalties), which
amounted to USD 1.2 billion.?®® Overall, then,
cybersecurity is a highly financially material
matter for companies and investors. Moreover,
cybercrime has considerable negative societal
consequences, with disruptive attacks on critical
infrastructure potentially having a debilitating
effect on governments and national security.?”

In this context, Amundi views it as important
to engage with companies on cybersecurity,
understand how this highly material risk is
managed by businesses globally and encourage
best practice adoption.

and/or cybersecurity incidents. The original
engagement pool included 45 companies from
10 sectors and 12 countries. In 2023, we engaged
97 companies representing 26 sectors and
19 countries (see Graph 2), owing to the fact
that companies were engaged both through a
dedicated engagement stream and in response
to controversies or identified deficiencies in
practices and disclosures.

255. https:/www.worldbank.org/en/programs/cybersecurity-trust-fund/overview

256. https:/www.sciencedirect.com/science/article/pii/S0304405X20300143

257. https:/link.springer.com/chapter/101007/978-3-030-91293-2 1
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Table 6: Sectors covered by engagement

Social Cohesion

Company Companies engaged

Financial services (Financial Services, Banks) 5
Healthcare (Healthcare Providers & Services, Healthcare Equipment & Supplies,

) . ) ) 21
Biotechnology, Life Sciences Tools & Services)
Capital goods (Electric Utilities, Water Utilities, Multi-Utilities, Gas Utilities, Aero- 12
space & Defense, Machinery)
Technology, media and telecommunications (Telecommunication Services,
Software, IT Consulting & Other Services, Media, Interactive Media & Services, 51
Semiconductors, Movies & Entertainment, Technology Hardware, Storage & Pe-
ripherals)
Consumer services and Retail (Consumer Services, Broadline Retail, Specialty 6
Retail, Consumer Staples Distribution & Retail)
Other (Ground Transportation, Textiles, Apparel & Luxury Goods) 2

Table 7: Countries of domicile of engaged

companies
United States 43
France 9
India 7
United Kingdom 7
Germany 6
Spain 5
Japan 4
China 3
Australia 2
Sweden 2
Canada 1
Finland 1
Italy 1
Luxembourg 1

Netherlands 1

Singapore 1

South Korea 1

Taiwan 1

Turkey 1
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Engagement Objectives

Originally, our engagement had three key goals:
@ benchmark best practices, particularly in the
area of disclosures and risk mitigation within
own operations and corporate value chains, and
set objectives for individual companies; @ raise
awareness of cybersecurity as an ESG concern
and subsequently incentivise increased action
on the topic in line with identified best practices;
and @ identify potential areas of risk to be
addressed through more in-depth engagement.
In 2023, we drew on our learnings from past
engagements, conducted research by engaging
with business and technical experts, and
reviewed the evolving technical and regulatory
landscape to refine our expectations. We refined
our objectives to move beyond awareness-
raising but we instead focused on encouraging
good practices, governance and disclosure,
specifically our objectives included:

- Encourage adoption of robust governance
practices to support cybersecurity strategy
implementation across an organisation,
with effective oversight, reporting lines and
accountability.

- Strengthen internal and external
communication on cybersecurity, including
reporting on meaningful KPlIs, clear incident
response protocols and relevant staff training.

- Incite companies to map, audit and manage
risks in their data value chain, beyond Tier 1
suppliers.

- Assess emerging cybersecurity risks and
opportunities associated with Al.
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Engagement Momentum & Outcomes

Our major observation is that cybersecurity is
still often treated in a silo manner and needs to
be better integrated not only into corporate ESG
strategies and reporting, but also organisational
risk management and strategy more broadly.
Below are our key conclusion from the
engagement so far, which informed our research
and continued dialogue with companies.

Strategy and Disclosures. In their responses,
companies often referred to relevant sections
of annual or ESG reports. However, reporting
on cybersecurity remains relatively limited,
frequently highly standardised and does not
always explain how cybersecurity efforts add
value. It appears that cybersecurity remains
a technical, often siloed area of organisational
strategy and governance. Another notable
general observation is the willingness of some
companies to publicly disclose information
on cybersecurity that peers (including in their
own sector) view as sensitive. This underscores
the challenges of comparing companies’
cybersecurity strategies.

Cybersecurity Oversight and Performance
Assessment. With some exceptions, companies
are progressively introducing cybersecurity
competencies at the Board level. However,
a small number of companies introduced
dedicated cybersecurity committees, in some
cases cross-functional, therefore evidencing
how cybersecurity is integrated into broader
corporate governance and strategy. We also
noted a mix of responses to our qguestions
on cybersecurity KPIs, with some companies
already disclosing those to external audiences,
and others being cautious about sensitive
information. Where KPIs are disclosed, however,
they are not always meaningful - for instance,
cybersecurity training completion is often
cited, but does not necessarily add insights into
companies’ performance.

Risk Mitigation and Incident Preparedness.
Most companies indicated having an incident
response and/or a Business Continuity Plan,
although their scope varied. For instance,
some companies provided high-level examples
of threats, whereas others outlined high-level
summaries of response protocols. We also
observed different levels of implementation of
Zero Trust, a cybersecurity approach in which
users are denied access to all of organisation’s
digital resources by default and authentication
is required for users and devices to access
data, services and systems in a siloed manner.
Although Zero Trust has been shown through
research to be an effective approach to
strengthening organisational security in the
shifting digital environment,?*® it is notable that
its implementation remains uneven.

Cybersecurity Training. Training and assessment
of its effectiveness appears to be a largely
overlooked area of cyber resilience. In response
to our questions on training, many companies
shared that training is conducted regularly
with materials updated annually, but response
often lacked detail or referred to a limited set
of threats (e.g., phishing). Training completion or
progress generally remains the main assessment
tool. It is also notable that whistleblowing and/
or cybersecurity incident reporting is very rarely
mentioned in corporate Codes of Conduct, and
companies often mentioned that no formal
consequences for incident non-reporting are in
place. Even less common were company efforts
to proactively educate clients and/or customers
on cybersecurity.

Third-party Risk Management. Like training,
value chain risk management constitutes an area
for improvement. Many companies did note that
they assessed third parties (usually suppliers),
most commonly  through  questionnaires.
Frequency of assessment was also mixed, with
mMmany companies reporting annual reviews or
self-assessment during supplier onboarding,
suggesting that assessments are not always
regular.

258. https://www.sciencedirect.com/science/article/abs/pii/S0167404822003042
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In addition to our engagement observations, our
research led to several insights that informed
our engagement objectives in 2023:

- Al as an opportunity and a threat. As more
companies experiment with Al, novel forms
of cyber risks also emerge. Further, as
generative Al becomes more accessible, it
also enables malicious actors to create more
targeted phishing narratives, deepfake videos
and otherwise strengthens social engineering
capabilities of malicious actors. Companies
need to move away from traditional rule-
based approaches to cybersecurity and -
consider how algorithms can enhance
threat intelligence. Responding to these
threats requires regular horizon scanning
and strengthening cybersecurity teams with
relevant expertise.

- Certification is necessary but not
sufficient to mitigate against third-party
cybersecurity risks. In 2023, a cyberattack
on a UK outsourcing firm demonstrated,
it is necessary but no longer sufficient for
companies to expect their partners to have
cybersecurity accreditation or be compliant

with global standards. Despite having
reputable third-party certifications, the
company suffered an incident leading to a
loss of thousands of personal data records
held by its clients, including large pension
funds. With data ecosystems becoming
increasingly complex there is a need for
companies to better map and govern risks
in their digital value chains, moving towards
more regular and in-depth assessment of
third parties and away from self-assessment
guestionnaires.

Top management communication on
breaches remains weak. Much still remains
to be done to strengthen communication to
clients and/or customers after data security
and/or privacy incidents occur. A recent
industry report notes that there is often a
lack of designated executive to take action
following an incident.?®® This is important

as executive presence during an incident
demonstrates organisational resilience to
both internal and external stakeholders who
might be affected.

The table below offers a summary of engagement momentum across several sectors:

Baseline
Assessment

Macro
Sector

Past Recommen-
dations

Mature framework
with security built into
software development
and cyber insurance.
Limited external
communication on
the company would
mitigate a cyberse-
curity breach impact
on clients - important
due to company’s
client base of indivi-
duals, small and large
businesses.

No cybersecurity KPls
disclosed.

Consider identifying
KPIs that can be dis-
closed for investors
and clients to track
company’s cyberse-
curity performance.
Publish information
on how the com-
pany would mitigate
against cybersecu-
rity incident impac-
ting clients.

Company A

Sector: Soft-
ware

Country: USA

Additional recom-
mendations going
forward

Status in 2023

Reiterated our asks to

@ disclose how the
company would mitigate
the impact of a cyberse-
curity breach on clients,

Update assessment of
cybersecurity risks in
annual reporting. Incor-
porated Al into the list of
cybersecurity risks.
Published responsible Al
principles incorporating
privacy and security
commitments.

and @ identify meaning-
ful cybersecurity KPIs
that can be published

to offer investors and
clients with a sense of
company’s progress on
the matter, and provi-
ded examples of best
practices.

259. https:

www.accenture.com/content/dam/accenture/final/accenture-com/document/Accenture-State-Cybersecurity.pdf
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Company B  Acknowledged cy- Develop cybersecu- Increased cybersecurity Finalise new cybersecu-
bersecurity risks to rity strategy and out- : disclosures in annual re- rity strategy and report
Sector: IT software and techno- line how it mitigates port, specifying actions key elements in annual
Consulting logical infrastructure. the risks identified in taken to ensure data disclosures.
& Other Ser- Had disclosed a public prior reporting. security. Consider obtaining a cy-
vices data security and pri- Updated information bersecurity certification.
vacy policy. security policy.
Country: Cybersecurity insu- As part of materiality
France rance in place. exercise, stakeholders
Cybersecurity strategy identified cybersecurity
in development, led amongst top material
by a new CISO (ap- issues for the company.
pointed in 2022).
Board oversight of cy-
bersecurity via CIO to
whom CISO reports.
Company C Highly advanced Design KPIs allowing Investing in regional Suggested developing a
cybersecurity program investors to monitor resilience, including local composite cybersecurity
Sector: with strong evidence company’s perfor- compliance strengthe- score in lieu of individual
Financial of tools, controls, mance and progress ning, education of cus- KPIs which might be
Services processes and user on the matter. tomers and regulators. sensitive to disclose.

education in place.
Participating in
high-level collabora-
tions with industry and
government actors on
cybersecurity.

Lack of meaningful
publicly disclosed KPIs
for investors and other
stakeholders to be able
to assess company’s
cybersecurity perfor-
mance due to concerns
about data sensitivity.

Country: USA

Looking to add additio-
nal certifications
Technology investments
to make compliance
easier trackable, control-
lable.

Actively addressing
Al-related risks: launched
plans for an Al impact
assessment, establi-
shed an Al governance
council, making sure to
comply with privacy law
and data responsibility
principles.

No publicly disclosed
KPl in place yet.

Next Steps and Amundi Perspective of Engagement

Generally, we observed that although a robust
cybersecurity strategy is key to organisational
resilience and therefore stakeholder trust,
there remains a gap between organisational
practices and communication. Companies are
reluctant to share sensitive information, such as
cybersecurity KPIs or annual strategic priorities,
publicly, yet this information is necessary for
investors to distinguish between cybersecurity
leaders and laggards. Therefore, we hope to
continue our dialogue in order to identify better
means for organisations to communicate their
cybersecurity efforts.

In 2024, we will continue to engage with
companies on cybersecurity and to further
develop expectations tailored to sector-
and business model-specific risks. We will
particularly seek to deepen the engagement
on risk management in data value chains and
look out for good due diligence practices that
can be shared across companies. Having seen
some progress on disclosures, we will also
continue our efforts to encourage company
reporting on cybersecurity KPIs and evolution of
cybersecurity strategy. Lastly, we will continue
to encourage companies to elevate risks
associated with Al and other novel cybersecurity
threat to the top management and board level
and encourage capacity building for company
leadership on this important matter, as well as
stronger communication between leadership
and technical teams.
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G. Risk Management and Ethics in SMEs

Engaging with a European Technology Solutions Company

Small and medium enterprises (SMEs) play an
important role in the global economic growth
and development. In Europe, SMEs account for
more than 99% of all enterprises in the non-
financial business economy, over 50% of sales
in most economies, and they remained the
backbone of economic resilience by maintaining
significant employment levels even during the
most recent economic crisis.?®® SMEs are a major
source of new jobs and innovation. Yet, many

Amundi Actions

One of the key approaches through which we
engage with SMEs on risk governance and ethics
is though our regular controversy screening.
One of the companies identified through our
controversy review process was a European-
based business that services SMEs adopting
new technologies. We began engagement with
the company in 2021, following concerns about
the company’s ability to effectively deploy risk
controls for its suppliers and partners which were
exacerbated by the departure of the company’s
auditor. The company was in a rapid growth
phase at the time the concerns were raised,
but lacked ESG policies and reporting to allow
investors to actively assess how it managed
those key business risks.

In our initial 2021 outreach, we shared our
concerns with the company and shared our
recommendations to strengthen its internal risk
and ethics control systems, and develop an ESG
strategy. We particularly expected the company
to implement internal risk procedures around
anti-corruption policy for suppliers. As well,
we called for the creation of a formal internal
whistleblowing mechanism and a commitment
to non-retaliation against employees who use it.
We also continued to express our expectations
for enhanced reporting and policies on material
ESG matters.

small and medium-sized businesses fail in their
early years, even in developed markets.?® Ethics,
risk governance and internal controls play an
important role in SME survival, especially as
these companies expand and mature.?®? As such,
it is important to engage with these companies
on ethics and risk controls in order to ensure
that the entrepreneurial ecosystem driving the
economic growth remains stable.

Our 2022 engagement dialogue showed that
the company was indeed progressing on the
deployment of internal risk and compliance
procedures and strengthening governance
structures through the Governance, Risks and
Compliance (GRC) project. It also appointed a
new auditor, which we saw as an encouraging
sign, although the auditor could not yet issue
a full opinion in time for the company’s annual
report release. The whistleblowing procedures
were put in place along with a third-party due
diligence process, and employee compliance
training was underway.

Additionally, we participated in the company’s
materiality assessment as the company began
mapping its CO, emissions and defining
other ESG priorities. Among other topics, we
highlighted climate (specifically, mapping GHG
emissions with a view to set emissions reduction
targets) and diversity, given low female
representation across the company. We viewed
progress on both matters as feasible within a
year given the company’s overall ESG maturity.

260. https://www.tandfonline.com/doi/full/10.1080/1331677X.2019.1658532

261. https:/www.imf.org/-/media/Files/Publications/SDN/2021/English/SDNEA2021002.ashx

262. https://documentsl.worldbank.org/curated/en/609571567666610488/pdf/Governance-for-SME-Sustainability-and-Growth.pdf
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Engagement Objectives
Key 2023 objectives, based on our initial
engagement, were as follows:

- Assess progress on

=>the implementation of risk and compliance
programs

=>reporting on key metrics identified in prior
engagements

=>ESG strategy development

Engagement Outcomes and Issuer Momentum

During our 2023 engagement, the company
shared a number of progress updates. Its
Governance, Risks and Compliance project
had concluded, with key compliance and
risk management policies (including an Anti-
Corruption Policy) and procedures now
established. A full report had also been issued
by its new auditor for the first time and included
in the company’s 2022 annual report. The
company is yet to publish some of the metrics

Next Steps

we expected to see in its reporting, including
the statistics of whistleblowing cases received,
number of supplier audits conducted and
percentage of employees who had completed
new ethics and compliance training programs.
However, processes appear to be in place to set
up data collection across these topics and are
outlined in the company’s annual report. We will
continue to emphasise the need to publish this
information going forward.

We were pleased with the company’s progress in 2023, and in 2024, we will continue to engage with
the company to monitor its progress and focus more closely on environmental and social matters.
We will also continue to expect to see metrics on whistleblowing, ethics training and supplier audits

in its reporting.
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A. Overview of Amundi Voting Policy

Amundi regards the considered exercise of
investor voting rights to be a central aspect of
our role as a responsible investor. Our voting
policy reflects our holistic analysis of all long-
term issues that may influence long-term value
creation, including material Environmental,
Social and Governance (ESG) issues. Amundi
shoulders its responsibility as an investor by
voting at Annual General Meetings (AGM)
according to its global voting policy. This policy
is reviewed annually and publicly available.?®®

Good governance practices are critical to
protecting the interests of minority shareholders.
The exercise of voting rights at AGMs is key to
expressing an opinion on a company’s main
orientations.

Theregulatory, cultural or economic environment
in which a company operates can be decisive
for some of its choices, notably in societal areas.
Amundi has defined a universal common basis
for its voting policy based on the fundamental
governance principles and shareholder rights it

263. Available at

Voting Policy 2024

expects to see applied and respected globally.
Amundi exercises its stewardship responsibility
on behalf of its clients on all five continents.
That said, implementation of the voting policy
is adapted to each of these local contexts.
Our decisions are always made with a view
to defending the interests of our clients by
supporting the creation of sustainable long-
term value. To do that, Amundi considers each
company’s context in a pragmatic manner to
make sure its voting decisions are effective.

Amundi’s voting strategy relies on an integrated
approach to companies. Assessment of a
company necessarily calls for examining
issues of social responsibility and sustainable
development, such as matters of governance.
Only an overall understanding of the company
that goes beyond purely financial aspects
to integrate all risks and opportunities, in
particular those related to ESG criteria, allows an
assessment of a firm’s intrinsic value and long-
term economic performance.
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The key elements of the Amundi Voting Policy

Our Voting Policy presents our expectations
from our investees and covers the different
topics that shareholders need to opine on during
general meetings, such as:

- Operational Items

These address the core functioning of the
company over a fiscal year and allow to
communicate on the company’s performance,
its progress, and future direction. They are
essential to investors as they help them gain a
comprehensive understanding of the state of
the company. Operational items may vary from
the approval of the company’s annual financial
reports, its allocation of income, amendments
of bylaws, appointment of auditors, as well
as approval of auditors’ compensation. A
dividend policy should balance shareholders’
need for remuneration in cash with the need
to preserve the financial strength of the
company, as well as the long-term interests of
employees, paving the way for future earnings
growth.

- Board of Directors

The Board is the body that sits at the forefront
of a company’s decision making, providing
strategic guidance and supervision of the
management. While the Board is accountable
to the company and its shareholders, it must
also acknowledge the company’s impact
on other stakeholders. A Board brings
in collective expertise that ensures that
companies’ activities align with shareholders’
interest, while complying with regulatory
requirements and high corporate governance,
environmental and social standards. Amundi
considers that Boards should be balanced
with regards to their independence, diversity,
attendance of meetings, or members’ roles in
other organisations.

- Compensation

Compensation plans are designed with a
primary focus on attracting and retaining
company executives. Depending on the
market, shareholders typically vote on the
compensationofexecutivesandalsoongeneral
compensation policies. Amundi considers that
these plans need to be balanced to align with
companies’ goals, regulatory requirements,
market best practices, as well as shareholder

value. Executive remuneration also needs to be
“reasonable” and “acceptable” from a societal
point of view as well as economically justified.
Finally, the variable part of an executive pay
package should integrate performance criteria
related to the ESG strategy or a climate-
related KPI for companies from sectors highly
exposed to climate change.

- Capital Structure

Amundi addresses capital structure proposals
as an opportunity for investors to help
companies minimising their cost of capital
while maximising shareholder value. These
authorisations are essential to a company’s
business success and require a deep
understanding of the financial performance
of the organisation, as well as its specific
circumstances. Capital structure proposals
may include issuing new equity, debt
operations and restructuring, mergers and
acquisitions, or share buyback programs.

- Environmental and Social Issues

Corporates should consider environmental
and climate issues in their strategy to avoid
long-term risks and to ensure stability of our
economy. We believe that the adoption of
climate strategies by companies is a critical
factor for investment of which shareholders
should be fully informed. The long-term
success of the environmental and energy
transition depends on our collective ability
to preserve social cohesion and impacts,
achieved in particular through controls of
the wage balance within the framework of
remuneration policies, employee involvement
in companies’ governance and employee
share ownership. Social cohesion also relies on
the protection of human rights by companies
inside their operations and through their
supply chain. Amundi considers support on a
case-by-case basis shareholder resolutions on
these issues, notably the ones that strive to
implement better reporting and transparency
on companies’ environmental, social and
climate-related strategy. In addition, Amundi
may decide to oppose the discharge of the
Board or vote against some Board member
re-elections at a selection of companies with
lagging ESG practices.
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The scope of the Voting Policy - Exercising our voting rights

The exercise of voting rights at shareholder
meetings is part of the responsible investment
strategy and allows us to encourage investee
companies to transition towards a sustainable,
inclusive low carbon business model. Our goal
is to vote all our holdings in every fund that has
delegated the voting rights to Amundi.

In 2023, the voting scope consisted of 10,444
votable meetings of 7814 companies.?®t
Amundi voted on all holdings for which it was
economically viable to do so, which amounted
to 99% of the total of votable assets under the
responsibility of Amundi (representing 10,357
voted meetings of 7,751 companies compared
to 10,208 voted meetings of 7,554 companies in
2022).7%5 The full voting statistics for the 2023
proxy season are provided in section 2023
Amundi Voting statistics of this report.

10,357 voted meetings
of 7,751 companies

Exercising voting rights is typically limited
to equity holdings; Amundi seeks to vote all
the equity positions for which it controls the
voting rights (see 2024 Voting Policy for further
information). The Voting Policy therefore applies
to all Amundi managed funds for which a
delegation to vote was received. Likewise, voting
rights are exercised for the entirety of the shares
held at the time of the AGM, unless otherwise
instructed by the client or when the required
period during which trading is blocked by the
market or custodian risks an adverse impact
on our clients because it hinders the portfolio
manager’s trading discretion. Exceptionally, we
may not be able to ensure effective voting for
some or all of the shares held.

When the management of an equity portfolio
is entrusted to an external manager, the said
mMmanager may exercise the associated voting
rights, as provided in the delegation contract.
Clients with segregated mandates may require
us to apply their own voting policies or may
decide to retain the voting authority.

We believe that the transparency of our voting
activity is key: our Voting Policy is publicly
available on our website as well as our voting
record, 30 days after the meeting.

B. Amundi’s Voting Process

The Amundi Voting & Corporate Governance Team

Amundi has centralised the exercise of voting
rights within the Voting & Corporate Governance
team that exercises voting rights on behalf of
its subsidiaries, funds and all clients that have
delegated voting authority. For 2023, the Amundi
Voting & Corporate Governance team consisted
of eight specialists who analyzed resolutions
and organised the ongoing dialogue Amundi
seeks to conduct with companies before and
after AGMs with the aim of:

- Being a responsible investor through the
exercise of voting rights on behalf of clients,
following a clear and publicly available

Voting Policy, that encourages strong
governance and accountability, of Boards and
management teams, on environmental and
social issues;

- Encouraging adoption of best practices
for governance through ongoing dialogue
with Companies prior to and after AGMs, by
highlighting key elements of our Voting Policy
and, when possible, by alerting the issuer of
our intention of voting against a resolution,
and explaining the rationale for our decision.
The positions we express in our votes should
not surprise companies;

264. The General Meetings of funds are not included in the statistics provided in this report

265. Please note that voting rights are exercised for securities held in the portfolio at the time of the meeting. Security lent at the record

date may not be voted. The decision to recall the shares are made on a case-by-case basis.
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- Taking the opportunity to raise awareness
among Board members of the challenges
and opportunities that transition towards a
sustainable, inclusive, low carbon economy
could pose to companies’ long-term business
success, the necessity for them to handle it
at Board level and be accountable to their
stakeholders, and primarily their investors.

How Amundi uses proxy advisors

Amundi’s voting decisions are made in
accordance with our Voting Policy. In this
endeavor, Amundi’'s Voting & Corporate
Governance team utilizes services from various
external providers. More specifically, Amundi
uses an electronic platform provided by
ISS - ProxyExchange - to monitor its voting
positions and to send its voting instructions.
Analysis from ISS, Glass Lewis, and Proxinvest
are available to identify problematic resolutions
more efficiently in forthcoming AGMs, while
Amundi retains complete autonomy vis-a-
vis their recommendations. ISS also provides

Policy on security lending

Voting rights are exercised for securities held
in the portfolio at the time of the meeting. To
exercise these rights, when Amundi undertakes
securities lending, the securities lent may
be recalled, subject to local laws, technical
constraints, and the interest of the meeting.
The decision to recall the shares will be based
on a qualitative appraisal, taking into account

Conflict of interest

In the exercise of voting rights held by its
Undertakings for collective investment (UCIs),
Amundi may encounter situations that raise
potential conflicts of interest.

Measures to prevent and manage this risk have
therefore been put in place. The first preventive
measure is the establishment and publication of
the Voting Policy, approved by the management
bodies of the group’s asset management
companies.

The work conducted by the Voting & Corporate
Governance team is integral to the Amundi
global engagement effort and is based on the
Voting Policy.

customised voting recommendations based
on Amundi’s Voting Policy. Such an approach
enables the Voting & Corporate Governance
team to make informed voting decisions, taking
into account different viewpoints, the dialogue
the team undertakes with companies, as well as
the knowledge of internal experts, including the
ESG team. All the votes are instructed via the
voting platform ProxyExchange, in accordance
with Amundi’s Voting Policy and with certain
custom voting policies established for specific
client mandates.

the nature of the proposal, the magnitude of
Amundi’s voting power, and/or the potential
consequences of the vote. For SRI labelled
funds, shares are systematically recalled for all
issuers several days before the AGM’s record
date in order to maintain the right to vote at the
Meeting.

The second measure consists of submitting to
the Voting Committee, for validation prior to the
AGM, the voting proposals for resolutions relating
to a pre-established list of listed companies that
are sensitive because of their links with Amundi.
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These sensitive listed companies for which a
potential “conflict of interest” has been pre-
identified, are defined as follows:

Issuers controlling Amundi or owned by
Amundi,

Issuers that are Amundi Partners,

[ssuers with which Amundi shares an
Executive Officer/Director.

Issuers that are among the most significant
clients of Amundi.

In addition to these previously identified issuers,
the Voting & Corporate Governance team also
submits to the Voting Committee any meeting
for which a potential conflict of interest has been
identified during the analysis of resolutions.

Case study 55: Voting when there is a risk of conflict of Interest

Region: Europe
Sector: Banks

Context

During 2023, the Voting Committee was asked to confirm a proposed voting decision on behalf
of Amundji’s clients at a financial company that is a distributor of Amundi’s products.

Amundi Action

When analyzing the agenda of the 2023 AGM, we were concerned by the resolution regarding
executive remuneration. In particular the transparency was considered insufficient as the
Company had not disclosed the targets or the performance achievement levels. In addition,
the variable remuneration did not include any relevant ESG criteria. For these reasons, the
Voting & Corporate Governance team recommended a vote against the remuneration report.
The Voting Committee confirmed this decision to vote against, notwithstanding the existence

of the conflict of interest.

Definition of significant votes

Amundi identifies as significant votes:

- Shareholder proposals related to
sustainability topics (environment, climate,
labour rights, human rights, etc.);

- “Say on Climate” proposals.

In compliance with the EU Shareholder Rights
Directive Il, Amundi must provide explanations
on these votes. The complete list of significant
votes and the voting decisions’ rationales is
presented in a separate appendix of this report.
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C. 2023 Voting Campaign Highlights

Regional View

GLOBAL

Source: Amundi Asset Management

‘Oceania

vy

Companies’ management typically expresses its opinion via recommendation on how shareholders
should vote on individual agenda items. Amundi’s opposition rate to management recommendations

stands at 24% of all the votes?®® (vs 21% in 2022).

Increased Focus on Board Accountability

While compensation remains one of the main
areas of opposition for Amundi, in 2023, Board
structure was the area where our level of
opposition to management was the highest:
the number of votes against has increased
significantly, as a result of Amundi’s high scrutiny
on Board accountability.

Indeed, Boards possess strategic authority
and their decisions affect the future of their
companies, both in the short and long-term.
While Boards are accountable collectively and
individually to the company and its shareholders,
they must also take into account the company’s
impact on other stakeholders, and in particular:
employees, creditors, customers and suppliers.

Amundi, therefore, continued this year to hold
Boards accountable by targeting individual
Directors for the consequences of their decisions
and mismanagement of issues devolving
to them, notably environmental and social

266

oversight responsibilities.

For companies excluded from our active
investment universe under Amundi’s Global
Responsible Investment Policy, and for a

selection of companies that failed to act
responsively on topics that constitute systemic
risks (e.g. climate-related risks, biodiversity loss
or social cohesion) or adopted a poor climate
strategy while operating in sectors for which
transition is critical to the alignment with the
Paris agreement, Amundi held accountable
the Board and the management for the lack of
sufficient action on these material sustainability
issues, by voting against the discharge as well
as the re-election of the Chairman and of some
Directors.

Amundi recorded 1,240 votes against
discharge and Director elections due to ESG
controversies and lagging practices at the
2023 AGMs, which represented 8% of all our
votes against management for this type of
proposals.

It does not include the proposals for which the Board did not make a voting recommendation
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Shareholder Proposals

In  our experience, supporting and fiing = The potential impact on sustainability factors;
shareholder — proposals are an effective - sector’s best practices or transition scenario;
engagement technique to drive change in
companies when dialogue has not been
successful and/or divestment is not an option?®’.

- The objectives of the proponent;

- Whether the shareholder proposal is not
overly prescriptive and based on recognised

All shareholder proposals on environmental scientific research.

and social topics are carefully analysed by a
member of the Voting & Corporate Governance  Theseproposalsmayadvocateforclimatechange
team, with the help of Amundi ESG Research  mitigation, reporting and disclosure, responsible
analysts. These are voted on a case-by-case Ssourcing, sound corporate governance practices,
basis as they are often specific to companies, or social practices. Amundi looks favourably on
taking into account factors such as the nature shareholder resolutions which the underlying
of the proposal, who the proponents are, their objective is aligned with our environmental and
arguments and their purpose, as well as an social general principles or with internationally
assessment of the following points: recognised standards. In 2023, Amundi backed
77% (vs 76% in 2022) of the E&S shareholder
- The potential impact on the company and its proposals submitted to a vote.
shareholders;

Amundi’s leadership externally recognised

Beginning of 2024, ShareAction has ranked Amundi in the top 3 performers (+7 places vs.
2023) among 69 of the largest asset managers in the world in terms of voting performance
relative to the 257 environment and social-related shareholder resolutions studied in their
"Voting Matters 2023" report. According to the report, European asset managers, including
Amundi, continue to lead the way and outperform other global asset managers in the voting of
shareholder resolutions.

Likewise, in the MajorityAction’s most recent “Climate in the Boardroom” report, Amundi stood
out during the 2023 proxy season, for its leadership in using proxy voting to hold the Directors
of companies vital to the net zero transition, accountable for their climate actions. Amundi
was one of the only two asset managers who had opposed Board elections at all of the US
companies with lagging climate strategies selected in the report.

Also, the Committee on Workers' Capital released the report "Voting for Labour Rights" on the
assessment of how asset managers have defended labour rights in 2023. They compiled 13 key
proxy votes held at companies’ AGMs and related to labour rights and analyzed how ten of the
world's largest asset managers voted on these resolutions. Amundi was also ranked in the top 3.

Adequation of 2023 votes with the Voting

All the voting decisions are based on and follow Amundi’s policy, which allows a pragmatic and case-
by-case approach to take into account the context of each company. There were no circumstances
under which we deviated from our policy in 2023.

267. Source: Are Corporate Boards Responding to Successful Shareholder ESG Proposals ? PRI, 2023
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D. Focus on our Governance-Related Voting Actions

Key trends and highlights

On the governance front, 2023 proxy season was marked by the following key trends:

Virtual AGM

In terms of meeting format, the 2023 proxy
season was once again a mix of in-person,
fully virtual and hybrid meetings. While many
companies returned to an in-person or hybrid
format, this has not been the case everywhere.
In Germanic countries, regulators have been
setting the framework for virtual-only AGMs,
in order to replace the temporary provisions
introduced in response to the pandemic, that
were due to expire. Corresponding bylaws
amendments were on ballot in 2023, especially
in Germany, followed by Switzerland and

Financial structure

In the United Kingdom, following the update of
the Pre-emption group guidelines in November
2022 that increased the limit from 5% to 10%
for an authority without pre-emptive rights,
a number of resolutions related to capital

Austria. While there has been a pushback from
some investors, including Amundi, who believe
that shareholder rights and access to Directors
should be preserved, the average level of dissent
for such proposed amendments was limited (14%
in Switzerland and 10% in Germany). In Italy as
well many listed companies used the extension
of the emergency legislation until July 2023 to
prevent shareholders from attending general
meetings.

authorisations failed during 2023 proxy season
(13 resolutions). Several companies explained
this level of opposition by strategic shareholders
not wanting to incur further dilution.

Governance-related shareholder proposal & Proxy Fights

We distinguish two categories of governance
shareholder proposals: routine and non-routine
business, the latter involving more complex
decisions that may have long-term ramifications
for the company or its shareholders. In China and
Italy, routine shareholder proposals in the context
of slate elections, are regularly submitted by
shareholders. The routine proposals represent
two-third of the governance-related proposals.
With regard to non-routine proposals, the most
frequently submitted proposals in 2023 were
related to Director elections, in particular in North
America and Japan markets. In the USA, this
season saw a significant increase in the number
of proposals calling for an independent board
Chair (46% of all governance-related shareholder
proposals in 2023 vs 18% in 2022) or targeting
individual directors (11% of all governance-
related shareholder proposals in 2023 vs 7% in
2022). Several remuneration-related demands
were also put forward by shareholders.

While Japanese companies are typically seen as
less receptive to demands from shareholders,
shareholder proposals in Japan gained more
traction this year, asset managers getting more
inclined to back activists as regulators and policy-
markets are calling for better governance?®.

A number of proxy fights took place this year
in Japan with some of the dissident resolutions
receiving significant support:

- At Toyo Construction Co., Ltd, seven out of
nine dissident candidates to the Board and
the statutory auditor nominee were approved
at the AGM.

- At Seven & i Holdings Co, it is worth noting
that the dissident’s proposals, although
rejected, received significant support
(between 26% and 34%).

268. Source: Shareholder Proposals Gain Traction in Japan as Activism Thrives, Reuters, 2023
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Key outcomes of the Amundi Campaign

Combined Chairman & Chief Executive Officer (CEO)

Concentration of power through combined Chair
& CEO roles led to votes against the election
of Directors holding such position (accounting
for 2% of our votes against Board structure-
related items vs 3% in 2022), as we believe that
excessive concentration of power may hamper
the Board’s ability to exercise the oversight
responsibility. In cases where this separation of
powers does not exist, the creation of a position
of Lead independent Director (LID), with distinct
functions and specific powers, is expected to

powers. The separation of the two roles has
now become the market practice in developed
markets. Even in the United States, combined
CEO-Chair roles now represent much less than
half of Chair roles across all indices: at 44% of
S&P 500 firms the current CEO also serves as
Chair’®®. In France as well, the trend towards
the dissociation of functions is continuing with
only 29% of CAC 40 Boards having combined
roles?’®. Amundi opposed to the election of 352
Chair & CEOs, of which 195 in the USA.

counterbalance the Chair & CEO’s combined

Case study 56: Colruyt Group NV - Combined Chair & CEO

Region: Europe
Sector: Food and staples retailing

Context

Since 2021, Amundi has been engaging with Colruyt Group, a Belgian retailer in the food and
staples sector, regarding the combination of Chair and CEO positions with no Lead Independent
Director (LID). Moreover, the Audit Committee composition does not align with Amundi’s
guidelines in terms of independence.

Amundi Action

After the analysis of the 2022 meeting’s agenda, we informed the Company that Amundi prefers
the functions of Chair and CEO to be separate and that given the absence of a LID, we intended
to vote against the election of Jozef Colruyt as Director.

Amundi also mentioned that we expect the Board to have a diverse set of members with a
sufficient number of independent board members and that the Board committees should also
be composed of a majority of independent memlbers and be free of executives.

Engagement Outcome & Issuer Momentum

In 2022, Amundi voted against the election of the Chair & CEO, which passed with 9% dissent
as well as against the re-election of non-independent Board members of the Audit Committee,
the level of the independence being only 33%.

The Company announced in 2023 the appointment of a new CEO while the former CEO
remained as Chair of the Board.

Regarding the independence level of the Audit Committee, we engaged with the Company to
reiterate our concerns as the level of independence remained below our threshold in 2023.

Next steps

While the separation of the roles of Chair and CEO is a positive step, Amundi will continue to
engage with the Company to improve the independence level of the Board that is still not in
line with Amundi’ policy.

269. Source: The Conference Board - Press release - Board Leadership and Structure, December 2023

270. Source: Rapport du Haut Comité de Gouvernement d'Entreprise , Novembre 2023.
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Virtual AGM

Amundi supports the use of new technology
to improve shareholder communication and
deems webcasting the AGM beneficial. However,
the virtual-only format may hinder active and
meaningful engagement with shareholders and
the full exercise of shareholders rights, with the
potential for Boards to avoid uncomfortable
guestions. We Dbelieve that a corporate
governance regime must safeguard and facilitate
the exercise of shareholders’ rights, ensuring fair
treatment of all shareholders, including minority
and foreign shareholders. Our own experience of
trying to ask questions at AGMs has evidenced

Board and governance oversight

Particular emphasis was placed on Board
accountability and responsiveness during 2023
proxy season. Board accountability has emerged
as the second most prevalent reason behind our
votes against Board elections and discharge
of the Board or management (35% of all votes
against management for Board structure
related items). This coincides with the rise in the
number of companies that we classified as ESG
underachievers and a more stringent policy on
governance-related concerns, such as continued
inadequate pay practices, excessive non-audit
fees, lack of diversity and insufficient response
to shareholder dissent.

that it is still quite complex to use shareholder
rights virtually. Therefore, Amundi opposed
the amendments of articles of associations
providing the possibility to hold virtual-only
shareholder meetings on a permanent basis,
unless the exceptional circumstances under
which a virtual-only meeting would be held (e.g.
health crisis) were made clear in the proposed
amendment.,

Amundi opposed most of these proposals as we
voted against 87% of items?”".

When it comes to ESG underachievers,
depending on the severity of the concerns, we
may oppose to the discharge and re-election
of one or more Directors. This approach
empowers Amundi to escalate the matter should
improvements be deemed insufficient, leading to
a vote against subsequent re-elections. Amundi
usually votes against Directors with a minimum
tenure of 2 years as new Directors should not be
held accountable for past decisions.

271. Based on a sample of more than 300 resolutions proposing amendments in relation to virtual-only AGMs
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Case study 57: Adobe Inc.- Board accountability with regard to
compensation practices

Region: North America
Sector: Software and services

Context

Amundi has voted against the remuneration of Adobe, a USA software company, since 2021,
due to the lack of ESG KPIs in the executive remuneration.

Amundi Action

For the last three years, Amundi has informed the Company of our intention to vote against
the remuneration report due to the lack of relevant ESG performance criteria. While ESG KPls
appeared to be included in the individual performance assessment, the remuneration report
did not provide sufficient information for shareholders to be able to assess the links between
remuneration, performance and performance objectives.

We also mentioned to the Company that we would vote against the re-election of the four
members of the Remuneration Committee, as Amundi considers that the Remuneration
Committee should be held accountable for the inadequate structure of the variable part of the
remuneration.

We reiterated our expectations in terms of level of disclosure as well as in terms of measurability
of the ESG KPIs. While the Company had not replied to any of our voting alerts the previous
years, it explained in 2023, that the goals used are measurable and that additional details would
be provided ahead of the AGM. Having received no additional information, we informed the
Company that we stood by our votes. The remuneration report was adopted (88% support on
average since 2027).

Engagement Outcome & Issuer Momentum

After the AGM, the Company requested an off-season engagement meeting, during which the
more details on the ESG KPIs were provided. We emphasised on the need for more disclosure on
the KPIs as well as on our policy with regard to board accountability. The Company appreciated
Amundi’s feedback and committed to pass the information on to the Remuneration Committee.

Next steps

We will continue to monitor the improvement of the remuneration report and vote against
the remuneration report and members of the remuneration committee on re-election, if no
improvement is achieved.
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Amundi believes the time availability of Board
members to be a key prerequisite of a well-
functioning Board. Overboarding and meeting
attendance are persistent challenges in many
markets. Individual Board members may
compromise their effectiveness by serving on
too many Boards. The role of a Board member
has become more complex and time-consuming,
as Boards need to handle new compliance

We remain particularly vigilant about the
necessary availability of key functions, given the
growing importance and the workload these
entail. As a result, we opposed 5% of re-elections
due to concerns related to overboarding.
Maintaining Board attendance is equally crucial
to good governance: Board members are
expected to stay engaged, informed and to be
present to contribute to important decisions.

issues and emerging topics including climate
or biodiversity risks in a very complex global
environment.

Case study 58: Nokia Oyj - Overboarding

Region: Europe
Sector: Technology hardware and equipment

Context

Amundi regularly engages with Nokia Qyj, a Finnish communications equipment company. One
of the main topics of discussion was the bundled director elections submitted to shareholders’
vote, which often included several overboarded nominees. This Company’s practice of bundling
proposals to elect directors had led Amundi to vote against the entire slate, though only a few
directors were failing to comply with our guidelines in terms of number of mandates.

Amundi Action

Ahead of the 2023 AGM, Amundi informed the Company that we would not support the election
of a director considered overboarded. This director was a non-executive director that also held
two mandates outside Nokia Oyj, one of which as Chair of the Audit Committee and the second
as an executive officer. Amundi recommends that executive directors do not hold more than two
other directorships outside their group, and that non-executive directors hold a maximum of
four directorships. In addition, taking into account the heavy workload and growing importance
of the executive and chair functions (especially board and audit committee chairmanships), we
recommend the number of mandates acceptable for a director holding one of these functions
be further reduced.

The directors’ elections were presented as separate voting items enabling Amundi to target
and vote against the director who was considered as overboarded as per our voting policy.

Engagement Outcome & Issuer Momentum

Nokia Oyj responded promptly to our alert by explaining that this director had committed to
step down from her executive position in one of the companies, which brought the number of
her mandates to a total of three going forward.

We therefore reconsidered our negative vote and supported her election.

Next steps

Amundi constantly monitors issues such as overboarding and strives to improve the information
flow with investees.
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Independence

Amundi expects Boards to have a diverse Sanctioning long tenure is all the more
set of members with an adeqguate number important, given our aim to ensure sufficient
of independent Board members so that they Board refreshment: we believe it is critical for
operate with independence of thought and the Board to have some turnover in order to
can challenge management. We opposed 11% introduce new Directors with a different skillset
of all Director elections due to independence and a fresh perspective.

concerns, notably in the context of long

tenure or independence definition not aligned

with Amundi’s classification of Directors. This

remained a prevalent concern in Japan and

France, accounting for 61% and 60% of votes

against Board elections, respectively.

Case study 59: Grupo Financiero Banorte SAB de CV - Board

independence

Region: Emerging markets
Sector: Financials - Bank

Context

Amundi recently voted against several board elections due to independence concerns or
overboarding issues at the AGM of Grupo Financiero Banorte, a Mexican diversified financial

group.
Amundi Action

One of the Company’s directors, an academic sitting on four committees, has served on the
Banorte Board for the last 13 years.

In April we alerted the Company about our vote against several nominees. We also pointed out
that non-executive directors serving on the Board for more than 12 years, although considered
independent by the Company, would be reclassified as non-independent by Amundi. The
Company still had a comfortable board independence level of 57% after the above reclassification
but not at the Nomination Committee level (43% of independence).

The Company argued that, given his skillset and experience as well as his involvement and
attendance, the director fully complied with his duties and obligations. Nevertheless, we clearly
explained why we did not support the candidacy of this director and the other non-independent
members of the Nomination Committee, in line with Amundi voting policy.

Engagement Outcome & Issuer Momentum

Although shareholders reelected this director at the AGM, the Company confirmed during our
engagement call in September 2023 they would start searching for a new candidate in order to
avoid future unfavourable votes due to longer tenure.

Next steps

Amundi will monitor the level of independence of the Board Committees at the 2024 AGM and
will take action if this level remains below our guidelines.
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Skills matrix

We place high value on diverse skillsets
within the boardroom. Advocating for ESG
expertise reflects our commitment to ensure
adaptability to the evolving corporate
landscape

With regard to Directors’ profiles, we consider
it essential to have detailed information on
each nominee before the vote at the Meeting
(curriculum vitae, skills brought to the Board
that justify the choice of this candidate, current
mandates). Therefore, in our discussion with
companies, we sought to ensure that Boards
possessed the right skillset, by enquiring them
about the process of creating the skills matrix

and of assessing Board members’ skills. In our
view, it is key that Boards have the appropriate
skilland expertise to generate effective challenge
and objective decision-making in alignment with
a company’ purpose and long-term strategy
coherent with a sustainable low carbon economy.
During our engagements with companies, some
of the best practices we identified during 2023
regarding the skill matrix were:

- The separation of ESG skills in separate
environmental/climate and social pillars;

- The development of robust methodologies to
create the Board skill matrix, e.g., limiting the
number of skills a Board member can select
to focus on core skills and defining clear
requirements and definitions for each skill.

Engagement- Board competency: focus on the airline industry

Context

We consider that Board quality and competency
are essential components of the efficient
governance of companies and contribute to
the long-term performance of the companies in
which we invest on behalf of our clients. Board
members should also have the capacity to
understand how climate change might impact
the company and its business model.

Rationale for Engagement

Airlines need to step up their efforts to
decarbonise their activities. The industry
accounts for 2.8% of the global carbon emissions
and the IATA projects air passengers volume to

double from 4.4 billion in 2016 to 8.8 billion in
203772, CO, emissions are set to triple by 2050
in a business-as-usual scenario. To face these
headwinds, companies need strong and quality
leadership. They also need the right expertise.
We consider that these are essential components
of the efficient governance of companies. The
quality of the Board cannot be gauged solely
by its proportion of independent Directors. We
also consider that the quality of Boards of airline
companies is often overlooked and that due to
the specificities of the industry (international
nature, changes in marketing and in customer
behavior, highly emitting sector) these Boards
require specific expertise.

Knowledge of environmental
issues

=» Aviation accounts for 2.8% of GHG emissions globally
and strongly needs to decarbonize

=» Expertise in environmental issues is clearly an asset

Labour relations

=» Different labour laws can make labour relations complex

=» Industry marked by strikes (and flight compensation)

=» B2C industry; marketing expertise is a plus

Marketing/consumer

=» Data management and digital marketing with changing

distribution channels

Government relations

=>» The industry is still politically sensitive and efficient

government relations can help

Finance

=» Capital intensive industry

=» The airline business is an international business and

Geographical diversity

Directors with non-domestic/international experience are a

valuable asset to airline Boards

272. Source: 20 Year Passenger Forecast, IATA, October 2018
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Amundi Actions

Engagement selection

We selected companies of the global airline
industry. The pool has included 49 airline
companies since we began these engagements.

Engagement objectives

There were three broad aims for our
engagement: We want to better understand
the way companies envision the issue of Board
quality and establish best practice.

Next Steps and Amundi Perspective of
Engagement

Reporting on governance is not a new or recent
feature of company disclosure. Nonetheless,
since the beginning of our campaign we have
seen some improvements both in terms of
disclosure (with for instance the disclosure of
a Board competencies matrix which enables
investors to gauge the quality of the Board) and
actual Board composition (with one company
pledging to increase its gender diversity) as the

- Improve overall Board composition;
- Encourage companies to better report on the

sample in the table below shows (in 2023 we
have kept engaging with these companies to
make sure our recommendations are acted on).

quality of their Boards by disclosing a “policy”
or a “matrix” on Board quality; and

- Improve disclosure on training and training

needs.
Evolution g4 Evolution
atus at end
Start of Engagement Status as at end 2022 at end 2023 at end
2022 2023
Company - Adequate set of Board | - The company has - Relevant
A competencies published a matrix on labour relations
- Lack of labour Board competencies f expertise still »
relations experience - Relevant labour relations lacking in our
- No competency matrix expertise still lacking in view
our view
Company - Relevantindustry - Two new Board - Relevant ESG
B experience members with digital expertise still
- Lack of digital marketing experience f lacking in our
marketing experience as part of Board view '
Lack of rel tESG refreshments. These
- Lackorreievan arrivals also broadened
experience geographical experience
The company said it will
look to improve its ESG
Board expertise in the
future
Company - Company disclosed Poor geographical and No change in
(ot a detailed Board gender diversity geographical
competency matrix » diversity but f
- Company was one proportion
of the few to provide of the female
information on representation
Board competencies on the Board
“shortcomings” increasing (to
22%
- Poor geographical and %)
gender diversity
Compan - Relevant industry The company’s goal is The company
pany
D experience to increase its Board has published

Board members
trained on ESG issues

Lack of Board member
with labour relations
experience

Insufficient Board
gender diversity

No competency matrix

gender diversity to reach
33% in 2026.

No progress made on
other asks

a matrix
on Board
competencies
Board gender

diversity rising
to 36%

Going forward, we will continue to push for respondent companies to improve the competency mix
of their boards bearing in mind our “tailored” asks. We will reiterate our demands to non-responding

companies.
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Case study 60: Engaging on Board Expertise with the Transport
Sector

Region: Emerging markets
Sector: Transportation

Context

At the beginning of our engagement in 2021, the Company’s board had relevant industry
experience and consumer experience (particularly in large multinational food and beverages
companies). The Company acknowledged its lack of adequate expertise in digital marketing
and e-commerce. Additionally, the Company informed us that all board members have direct
exposure to ESG as part of their other commercial engagements and non-for-profit duties,
which we did not consider clear enough and/or relevant.

Amundi Actions

We initiated the engagement because we considered that the Board lacked digital experience.
The airline sector is a business-to- consumers industry and digital experience/digital marketing
are valuable assets on a board. We also considered that the Board could appoint a director with
strong ESG credentials. We have engaged with this Company at least once a year since 2021. In
2023, our focus was on the Board’s environmental expertise.

Key objectives for our engagement were as follows:

- The nomination of an independent non-executive director with previous digital experience.
- The nomination of an independent non-executive director with previous ESG experience.

- Additional reporting from the issuer on board competencies through a matrix on current
board qualifications.

Outcomes and Issuer Momentum

The airline company has clearly improved the quality and the expertise on its Board with the
appointment of two directors with relevant and extensive digital experience in 2022. During
2023 a new female independent director was appointed, who “oversees sustainability in another
publicly traded company”.

Next Steps

We will continue to engage with the Company to make sure that the Board keeps on
strengthening its ESG expertise and more particularly its knowledge on environmental issues
and that it offers proper ESG training to board members.
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Financial structure

We favour a sustainable and responsible
dividend. We seek a balance between
immediate returns and strategic investments
that secure long-term growth and stability.

We strongly believe that a dividend policy should
balance shareholders’ need for remuneration
in cash with the need to preserve the financial
strength of the company as well as the long-
term interests of employees to pave the way for
future earnings growth and investments in the
environmental transition. With many companies

economy recovered from the COVID-19 crisis,
our opposition to dividend payment abated
during the year. The percentage of votes against
dividend-related proposals has shown a major
decline, dropping from 15% in 2021, due to
the Covid crisis, to 7% in both 2023 and 2022.
When it comes to capital authorisation, we
opposed approximately to 21% (vs 20% in 2022).
For most cases, a vote against was cast when
authorisations exceeded our established limit
of 50% of share capital or when authorisations
without pre-emption rights did not align with our
limits of 10% of share capital, which could lead to

showing a stronger performance in 2023 as the  excessive dilution for current shareholders.

Case study 61: CEZ as - Excessive dividend distribution

Region: Europe
Sector: Utilities

Context

Amundiengaged with CEZ, an electricity utility company based in the Czech Republic, regarding
their dividend policy. Amundi is in favour of a sustainable and responsible dividend: we take
particular care to ensure that a dividend distribution policy does not hamper the investment
capacity of a company, does not weaken its financial solidity, nor does it lead to a sharing of
added value unfavourable to employees.

Amundi Action

On June 9, 2023 we alerted CEZ about our negative voting decision regarding the allocation of
income proposal. CEZ emailed us back with a request to detail our position. Amundi explained
that we consider that a continuously high dividend distribution ratio raises concerns about
capital reinvestment as well as the growth potential of the Company.

Engagement Outcome & Issuer Momentum

CEZ initiated an engagement with Amundi in September 2023, aiming to further understand the
rationale behind our decision to cast a negative vote at the last AGM. Typically, CEZ’s dividend
distribution targets 60-80% of the adjusted net income. However, in the past few years, the
Company has distributed exceptional dividends following the sale of assets in Bulgaria and
Romania, leading to a substantial increase of its income distribution levels.

Amundi considers that maintaining high levels of dividend payout may compromise the
Company’s ability to sustain its future opportunities, as well as its commitment to renewable
energy expansion. We expect the company to consider reinvesting proceeds to accelerate its
transition to renewable energies, given its current commitment to phasing out coal-powered
generation only by 2038.

Next steps

Amundi will continue in the coming years to engage with the Company and closely monitor its
dividend distribution policy and practices.
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Change of listing and place of incorporation

Throughout the 2023 proxy season, Amundi Amundi examines on a case-by-case basis
engaged with several companies intending to proposals regarding a change to a Company’s
depart from the London Stock Exchange (LSE) place of incorporation or a transfer of listing to
and to get a listing on the New York Stock a different stock exchange, taking into account
Exchange (NYSE) in pursuit of higher valuations  the robustness of the rationale provided by the
and deeper pools of capital, given the significant company, as well as the impact on minority
contribution of the USA economy to the shareholder rights, including the regulatory
revenues of some of these companies. In 2023, environment applicable to invested clients.

only 56 companies have applied to list on the

LSE’s main market, marking a notable decrease

to the annual average of 112 companies annually

between 2018 and 2022?73,

Case study 62: Aegon NV - Protection of the minority shareholder
/ Change of place of incorporation

Region: Europe
Sector: Insurance

Context

Aegon N.V. is a company that provides insurance, pensions, retirement, and asset management
services worldwide. During the summer 2023, Aegon’s IR contacted Amundi to discuss the
Company’s change of domiciliation to Bermuda and its impact on the governance and minority
shareholders.

Amundi Action

Amundi organised a meeting with the Chair of the Board to better understand the reasons for
this operation and analyze the impact of such a change. Aegon is a company recognised for its
good governance practices, we therefore emphasised that this should not lead to a reduction
of the minority shareholders’ rights and that we expect the Company to keep applying best
practices in terms of governance.

Engagement Outcome & Issuer Momentum

During the call, we discussed the future Board composition (independence, combination of
the CEO and Chair position, gender diversity, discharge of the Board). We also challenged the
Company on remuneration practices, mainly on the quantum and the peer group. The rights of
current shareholders in relation to issuances of capital and the dividend distributions were also
discussed.

In September, the Company submitted to its shareholder the cross-border conversion with
the amendment of articles of association linked to this operation. In response to the concerns
expressed by some investors, including Amundi, the Company made additional changes a few
days before the AGM to strengthen shareholder rights, mainly regarding the emission of capital
and the dividend. Thanks to the great responsiveness of the Board, Amundi eventually decided
to vote in favour of the operation, which has been approved at 99%.

Next steps

Since the vote, Amundi has continued its dialogue with the Company, focusing on the update
of the new remuneration policy.

273. Data from the Financial Conduct Authority
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Proxy fights

Activism campaigns are increasingly occurring
outside of the U.S, notably in Europe and Asia,
that both experienced record levels of new
campaigns in 2023. For the third consecutive
year, the total Board seats won by activists
continued to rise, reflecting the successful
campaigns that took place in Europe and Asia?’4.

Amundi analyses proxy fights on a case-by-case
basis: our approach consists in engaging with @
the dissident to discuss the counterproposals
filed with regard to Board elections and
@ the company to review its responses to
the dissident’s arguments, ahead of the AGM.
Amundi will take into account different factors,

such as the validity of the concerns identified by
the dissident, the qualifications of the candidates
proposed, and what is the best option to deliver
sustainable value creation.

Case study 63: Brenntag SE- Proxy fight

Region: Europe
Sector: Capital goods

Context

While proxy fights remain quite rare in Europe, Brenntag, a German company in the Trading
& Distributors sector faced the challenge of activist investors, questioning the Company’s
strategy, past-performance and governance and calling for a breakup of the Company.

Amundi Action

The dissident filed a counter-proposal against two re-elections of the Supervisory Board,
putting forward two competing profiles to replace those whose terms expire in 2023. Such
shareholder proposals are specific to Germany and mainly consist of rejecting the management
proposals in order to be able to sulbmit shareholder nominees.

In the event of contested board elections, Amundi applies a case-by-case approach, discussing
with both parties and also taking into account the views of portfolio managers on the Company’s
current strategy.

Engagement Outcome & Issuer Momentum

After an in-depth discussion with the Company and the activist, Amundi determined that some
board refreshment could be viewed favourably and decided to vote against one of the board
members re-elections, opening the possibility for shareholders to vote on the counter-motion
to elect dissident’s candidate.

Ultimately, both candidates backed by the Company secured their positions, preventing activist-
backed candidates from being presented to a vote. However, this outcome was accompanied
by significant dissents of 37% and 38% for these candidates.

In December 2023, the management presented at their Capital Markets Day a plan to split the
business in two entities: Brenntag Essentials and Brenntag Specialties, thus accepting one of
the main requests from the activists.

Next steps

Amundi will continue monitoring the functioning and composition of the Company’s Supervisory
Board as well as the orderly split of the two businesses that should comply with the best
governance practices.

274. Source : Annual Review of Shareholder Activism, Lazard 2023
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Governance-related shareholder proposals

In 2023, 48% of all shareholder proposals
were related to governance topics including
Board structure proposals. Amundi’s support
for governance-related shareholder proposals
remained somewhat consistent with the
previous season: 62% support in 2023 vs 68% in
2022. Our support level will vary from one year
to the other as the voting decisions are based
on case-by-case review of each company’s

Notable votes - governance proposals

By voting at the AGM, Amundi and the other
co-shareholders have the opportunity to send a
message to the Board regarding the company’s
strategy, ESG practices and reporting quality. It
is therefore critical for companies to follow the
dissent level (i.e. all vote against management
recommendation including abstention) recorded
at the meeting to understand investor concerns
and react accordingly. A level of opposition of
20% or more is generally considered significant
by the market and requiring some response
from the Board. This practice will help to avoid
the rejection of a proposal at future AGMs which
can be disruptive for the management and its
reputation.

275. Based on data provided by ISS

governance practices. Moreover, many of the
routine shareholder proposals in China are filed
by controlling shareholders that are backed
by the management of the Company. In 2023
there were 639 of these proposals in China,
representing close to half (48%) of the overall
Board structure shareholder proposals Amundi
voted on during 2023.

In 2023, based on the voting results available
at the time of this report, Amundi noted
the following results on governance-related
proposals?’®;

- 2,052 management items opposed by
Amundi received a dissent level equal or
above 20%,

= of which 122 management items were
rejected by shareholders.
- 155 shareholder proposals recorded a support
level equal or above 20%276,
= of which 48 shareholder proposals received
majority support.

122 governance-related management
proposals opposed by Amundi rejected by
shareholders

276. Only contested non-routine shareholder proposals were included in the calculation.
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Table 8: Notable Proposals Related to Governance Topics

Name of the

Country Sector Proponent Resolution Rationale
company
Health Approve Concerns
- Discharge of : 76.4% of
Koninklijke Care regarding the : )
- Netherlands i Management: Management Against dissent -
Philips NV Equipment former CEO )
& Services Board erformance rejected
(bundled) .
Re-elect Peter
Financial Mageza as Lack of 52.7% of
Remgro Ltd :South Africa ! Management: Member of the i Against dissent -
Services : ! independence ;
Audit and Risk rejected
Committee
Approve
Issuance of
Equity or : o
La Frangaise Equity-Linked Risk Of. : 4.0'8/" of
s . France Energy Management " excessive Against dissent -
de ’Energie Securities T ;
i dilution rejected
without
Preemptive
Rights
Allow :
Pharma- Shareholder Diminution of (Rveé?%ted
Orion Oyj Finland : Management: Meetings to be shareholder Against 9
ceuticals : : ) results not
Held in Virtual- rights disclosed)
Only Format
Concerns
regarding the N
Fujitec Co., Japan Capital Management Elect Director independence Adainst 31’596/;’{#
Ltd. P Goods 9 Kaifu, Michi of the 9 .
) rejected
candidate -
proxy fight
: Improve 73.4% of
D Ene_rgy USA Utilities Shareholder Ad_op_t Simple shareholder For support -
Corporation Majority Vote )
rights passed
Approve
Recapitalisation Imorove 259%
Ford Motor Automo- Plan for all P N
USA : Shareholder shareholder For support -
Company biles Stock to Have . ;
rights rejected

One-vote per
Share
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E. Focus on our Climate- and Environmental-Related

Voting Actions

Amundi’s voting policy emphasizes the need for
companies and boards to come to grasp with
the environmental and climate challenges they

Key trends and highlights

face, and to ensure that they are appropriately
positioned to handle the transition towards a
sustainable, inclusive and low carbon economy.

The management of climate risks by companies and their transition strategy remained a key topic of
the 2023 proxy season, with fewer “Say on Climate” but more shareholder proposals.

Say on Climate proposals

A “Say on Climate” is a proposal, filed by
the management or a shareholder, offering
a consultative vote to shareholders on the
climate strategy of a company and its ex-post
implementation. After a rise of the number of
Say on Climate proposals over the last two years,
2023 proxy season witnessed for the first time
a decrease: only 28 Say on Climate resolutions
were submitted to a consultative shareholder
vote, compared to 48 in 2022. Interestingly,
these proposals recorded slightly higher support
in 2023 (91% vs 89% in 2022). Companies filing
these proposals had the opportunity to learn
from the experience of others and should
have had a better understanding of investor
expectations.

Climate shareholder proposals

The number of shareholder climate proposals
requesting regular vote on climate strategy,
more ambitious climate commitments (e.g.
Greenhouse gases (GHG) emissions reduction
targets), enhanced disclosures or specific
climate actions, increased yet again in 2023.
These were by far most widespread in the USA
(132 proposals), followed by Canada (24) and
Japan (22).

During the voting season in the USA and Canada,
from January to June 2023, although Amundi
observed a 33% increase in the number of
environmental and social shareholders proposals
in the meetings voted (287 in 2022 vs. 382 in

In the USA, for the third consecutive year, no
companies submitted a Say on Climate. This can
be partly attributed to the lack of support for
such practices from USA investors and a rising
level of dissenting votes from shareholders
in 2022. Some companies also claim they
are waiting for a common framework before
submitting a Say on Climate. Say on Climate is
keeping momentum in France, remaining one of
the markets with the most proposals submitted
to a vote (9 proposals), alongside the United
Kingdom (6 proposals). Outside of Europe,
Australia recorded the highest number of Say on
Climate proposals during the 2023 proxy season,
involving 3 companies. It is also important to
note that few companies submitted an ex-post
vote on their progress and implementation of
their strategy.

2023), the average shareholder support has
decreased significantly from 29% in 2022 to 21%
in 2023. A detailed analysis, however, reveals a
more nuanced reality: there was an upturn in the
number of environmental proposals receiving a
support rate between 20% and 50% compared
to 2022 (76 in 2023 vs 62 in 2022).

Several factors can explain this significant
decline in the support rate:?”’

- A record number of E&S proposals filed,?’®
described by some shareholders as overly
prescriptive and less likely to create long-
term value;?79280

277. Source: In Focus: Shareholder Proposals in the 2023 U.S. Proxy Season, ISS governance, July 2023.

278. This is partly due to a change in the SEC's approach, which facilitated the filing of shareholders resolutions

279. Source : Vanguard’s backing for green and social proposals falls to 2%, FT, August 2023

280. Source : BlackRock’s support for climate and social resolutions falls sharply, FT, August 2023.
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A politicisation of ESG investment in the
American public debate, prompting some
investors to adopt a more conservative
approach;

- The development of “anti-ESG” proposals;?®

- A large number of proposals already been
filed in 2022 and having received generally
fewer votes this year;

- The lower support rate from some proxy
voting advisors on E&S shareholder
proposals;

- Lower emphasis on environmental or social
issues by some shareholders given the
macroeconomic and geopolitical climate,
particularly considering the Ukrainian war and
its consequences for energy supply.?®?

Traditionally in Japan, climate change-related
shareholder proposals have been directed
towards energy conversion sector, which is
responsible for the largest amount of energy-
related CO, emissions in the country. Investors
have begun targeting other sectors in Japan. For
instance, a shareholder proposal was submitted
by a European institutional investor at the 2023
annual meeting of Toyota Motor Corporation,
calling for an annual report on its lobbying
activities. This proposal aimed to scrutinise the
Company’s climate lobbying activities related to
climate change.

Key outcomes of the Amundi Campaign

Say on Climate proposals

There is currently no standard requiring a vote
on companies’ climate strategy or dictating
how often it should be voted on. However,
Amundi encourages issuers to hold an advisory
vote at the AGM on the company’s climate
strategy and approach regarding climate risks
and opportunities (ex-ante vote) at least every
three years, or sooner in case of significant
change. Additionally, Amundi advocates for
an annual vote on the ex-post implementation
of this strategy. Given the strategic nature of
this topic, we believe it is essential to use the
AGM for such purposes as it provides a time of
privileged dialogue between all shareholders and
companies. More and more companies address
their climate strategy during the presentation
to shareholders at the AGM. Unfortunately, non-
domestic and institutional investors rarely have
the opportunity to attend these meetings.

Recognising the specific nature of climate
transition plans, Amundi adopted a structured
approach to the analysis of such proposals, with
assessment framework specific to each sector.
Amundi voted on over 28 “Say on Climate”
proposals, of which we supported 11 (39%), which
marks a slight increase compared to last year’s
level of support (38%). All companies concerned
by a negative vote were apprised of the reasons
and informed on Amundi’s expectations as
regards improvements to their strategy.

A tailored expertise :
28 Say on Climate Proposals analyzed with a
sector-specific, structured approach.

281. Source: Highlights from the 2023 Proxy Season The Conference Board recorded in 2023 a 39% increase in the number of proposals
identified as ‘anti-ESG’ compared to 2022: Highlights from the 2023 Proxy Season
282. Source : Investor Support of E & S Proposals,Harvard Law School Forum on Corporate Governance, July 2023.
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Case study 64: Shell Plc - Say On Climate

Region: Europe
Sector: Energy

Context

Amundi adopts a structured and systematic approach to assessing Say on Climate proposals
while taking into account sectors specificities. This approach focuses on companies’ disclosure
of climate-related information and their strategy for transitioning towards net zero emissions,
with the overarching long-term goal to support the Paris Agreement’s objective of maintaining
the global temperature rise to well-below 2°C and pursuing efforts to limit the temperature
increase to 1.5°. Key aspects considered include the Company’s:

Climate Governance;

Level of contribution/alignment of decarbonisation objectives;
Decarbonisation strategy;

Financial means in support of the climate plan; and

Management incentivisation on execution of the climate plan.

Amundi Action

Despite acknowledging Shell’'s annual submission of a Say on Climate proposal to a consultative
shareholder vote since 2021, Amundi voted, for the second consecutive year, against the
resolution seeking approval for the Company’s Energy Transition Progress Update. The climate
strategy has not evolved since the previous year, and Amundi deems it not aligned with the
Paris Agreement. Shell’'s ambition appears insufficient to be considered “aligned” with well-
below 2°C climate mitigation objectives.

While recognising Shell’s progress in emissions reduction achieved on its operations, without
using carbon offsets so far, Amundi maintains significant reservations about the Company’s
climate strategy. Concerns stem from a lack of clarity on expected contributions to the
development of low-carbon energy solutions, specifically renewable power capacities. Unlike
European peers, Shell does not provide guidance on renewable power capacity development by
2030. Additionally, the heavy reliance on offsets to achieve 2030 scope 1+2 emission reduction
and limited transparency on the current and planned investments in new hydrocarbon fields,
and low-carbon energy solutions raise further concerns.

These factors fall short of Amundi’s requirements for validating energy transition plans through
Say-on-Climate resolutions, where ambitions are assessed against the IEA SDS well-below 2°C
scenario.

Engagement Outcome & Issuer Momentum

Amundi informed Shell of our negative vote on the Say on Climate. Furthermore, we supported
the shareholder proposal filed by Follow This, urging Shell to align its existing 2030 reduction
target covering GHG emissions of the use of its energy products (Scope 3) with the goal of the
Paris Climate Agreement. We believe that additional information on meeting Paris Agreement
goals would be useful to shareholders to assess potential risks and enhance their understanding
on how the Company is managing its transition. This proposal received significant investor
support at 20% while the management proposal faced 20% shareholder dissent this year again.
Despite engaging with the Company on various topics during the year, such as scope 3,
shareholder pressure, energy transition, low carbon solutions, natural capital preservation
and human rights, certain aspects of Shell’'s climate strategy remain unclear. The Company’s
hesitation to address these concerns impacts Amundi’s support for their Say on Climate
resolution.

Next steps

Amundi will closely monitor future developments in Shell’s climate strategy and look for ways
to escalate our concerns.
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Environmental accountability of the Board

Amundi considers that the Board should be held
accountable of environmental mismanagement
or lack of oversight within company, as well
as for environmental controversies associated
with its business activities. In its approach to
Board accountability, outlined in the section
Voting Campaigns Highlights 2023 of this
report, Amundi actively maintains a dedicated
watchlist of companies it deems to be lagging
in terms of climate performance as well as
on their management of their impact on
biodiversity. These companies are closely
monitor in accordance with our Voting Policy,

enabling the escalation of our concerns to be
expressed at the AGM. As such, Amundi voted
against the re-election of 1,032 Directors across
180 distinct companies spanning all sectors, due
to environmental concerns such as impact on
deforestation, shortcomings in their coal policies,
inadequate disclosure, or insufficiency in their
carbon reduction targets. In the Energy and
Utilities sectors specifically, Amundi opposed
the re-election of 690 re-elections of Directors
(out of 2,809) at 115 Energy & Utilities companies
(out of 417 companies) due to concerns about
their sustainability strategy.

Table 9: Selected examples of companies - environmental underachievers

Name of the
company

Environmental
controversy

Items targeted -

Amundi Vote Results at the AGM

Sector

Country

Concerns related to the

The Procter deforestation and plastic 12.3% of dissent for

& Gamble  USA Consumer - )i ition reduction and to: 292inst the Chairofithe 1 e v o6 e Audit
Staples S . : Audit Committee )
Company objectives lagging behind Committee
its peers
Concerns on the lack of
Prudential plc United Financials com-mitment to phase Against the Chair of the 2.3% of dissent for the
P Kingdom out coal in line with the Board Chair
Paris Agreement
China Conce.ms on the lack of ) 51% of dissent for this
. : : . commitment to phase out: Against a member of the :
Construction : China Financials S : i ! i member of the Audit
coal in line with the Paris : Audit Committee )
Bank Committee
Agreement
Concerns related to the
per-formance on the
topic of plas-tic and
packaging as evidenced
by the 2022 Brand Against the Chair & CEO
The Coca- Audit, a participatory N )
Consumer : T of the Company and 7.6% of dissent for the
Cola USA science initiative that )
Staples ; . other members up for Chair & CEO
Company involves counting and )
i re-election
documenting the brands
found on plastic waste
to help identi-fy the
corporations responsi-ble
for plastic pollution
21.4 % of votes dissent
Egﬁ;::g Concerns on the lack of Against the Chair, the for the Chair
China Gas Hong Kong : Utilities ahg_nment with Amundi's | CEO and another Board 3.9% and 19.8% of
policy to phase out of member up for re-elec- !
Company thermal coal tion dissent for the CEO
Limited and third the director
targeted, respectively
Concerns on the lack of
al(l)gl_‘tgmte;t :]Va‘tSZéDlugfd‘ s Against Discharge
?herrrywal cga\ of all Management Between 1and 4.6%
ORLEN SA Poland Energy : ) Board Members and of dissent for all
Major world greenhouse :
: Supervisory Board targeted members
gases emitter that does
S Members
not have set objectives to
reduce its emissions
Tokio Marine Egr?f?r:ir;;(;?wttl?g lahcaks(e)f Against re-election of Between 5.4% and
Japan Financials p 9 171% of dissent for all

Holdings, Inc.

out coal in line with the
Paris Agreement

Board Representatives

targeted members
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Case study 65: Kinder Morgan, Inc. - Environmental underachiever

Region: North America
Sector: Energy

Context

Kinder Morgan, is part of the largest energy infrastructure companies that operates in North
America and has been identified as one of the world’s largest corporate greenhouse gas
emitters by the Climate Action 100+ investor coalition. The Company is considered by Amundi
to have a lagging climate strategy.

Amundi action

Amundi considers that the adoption of a robust climate strategy by a company is a critical factor
for investment of which shareholders should be fully informed. Based on the internal analysis of
the ESG research team, Amundi voted against all the memlbers of the Board, including the Chair
of the Board and the chair of the Environmental, Health and Safety (EHS) committee. Amundi
also opposed the remuneration due to the lack of clear and disclosed Climate KPI. According to
Amundi’s voting policy, for companies from sectors highly exposed to climate, a climate-related
criterion must be included amongst the variable remuneration metrics.

Engagement outcome & Issuer momentum

In total, more than 29% of the shareholders voted against the Chair of the Environmental, Health
and Safety (EHS) committee, approximately 8% against both the Chair of the Board and the
Chair of the Remuneration committee. Since the AGM, we have already discussed twice with
the Company to explain the reason why we voted against the different memlbers of the Board.

Next steps

In the future, Amundi will continue to engage with the Company to encourage them to improve
their climate strategy and will not hesitate to escalate if no action is taken by the Company.

Climate and environmental shareholder proposals

This 2023 proxy season, environmental and Biodiversity-related proposals have also

climate topics constituted 9% of all shareholder
proposals voted by Amundi. Amundi supported
79% of these proposals, reflecting a slight
increase compared to 2022.

On climate-related matters specifically, Amundi
backed 88% (vs 87% in 2022) of the shareholder
proposals, reaffirming our belief that such
resolutions serve as an effective mechanism
to push for positive change and improved
transparency on issuers’ energy transition paths.

We actively endorse climate related
shareholder proposals, fostering positive
change and enhancing transparency. In 2023,
we have supported 88% of these resolutions.

emerged. There has been a growing trend of
proposals focusing on the preservation of living
beings and their ecosystems. In particular, by
supporting shareholders’ proposals calling for
greater disclosure on plastic pollution and efforts
to reduce it, Amundi has committed, through its
Voting Policy, to limiting the adverse impact of
companies on their environment.

For instance, Restaurant Brands International
and Yum! Brands Inc., two firms holding fast food
companies around the world, faced shareholder
proposals urging them to outline strategies for
reducing plastic usage to effectively mitigate
their contribution to ocean plastics pollution.
These proposals, supported by Amundi, received
the support from 37% and 36% of shareholders,
respectively.
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Notable votes - Environmental & climate proposals

During the 2023 proxy season, based on the
voting results available, Amundi noted the
following results on climate and environmental-
related shareholder proposals:?®s

- 3 management items that Amundi opposed
received a dissent level equal or above 20%,

= of which none failed.

- 95 shareholder proposals received a support
level equal or above 20%,

= of which only one received majority
support, at the AGM of Coterra Energy.

Table 10: Notable Proposals Related to Environmental and Climate Topics

Name of th . . i
Gl AL Country Sector Proponent Resolutions Rationale L]
company Vote
H o)
Credit Suisse . . Approve Lagging . 46.9% of
Switzerland | Bank Management : Climate climate Against dissent -
Group AG
Strategy Report | strategy passed
éﬁs(%\;eefhe Lagging 20% of
Shell Plc UK Energy Management Energy climate Against dissent -
Transition strate assed
Progress oy P
Report on Imorove
Coterra Reliability ! portm 76.3% of
USA Energy Shareholder of Methane porting For support -
Energy Inc. o on Climate
Emission SisiEgy passed
Disclosures
Report on Imorove
Exxon Mobil Hednzine re portm e o
. USA Energy Shareholder Emission porting For support -
Corporation ) on Climate )
Disclosure Strate rejected
Reliability oy

F. Focus on our Social-Related Voting Actions

Amundi  believes that long-term  value
creation and sustainable return generation
go beyond short-term financial performance.
This conviction has led us to integrate in our
investment philosophy and practices major
sustainability factors, including the social

Key trends and highlights

As highlighted in this section, Amundi continued
through our voting actions in 2023 to maintain a
strong focus on social considerations, focusing
on topics such as diversity of the Board or
the senior management, or the protection of
labour rights. The importance we attach to

283. Based on data provided by ISS

cohesion and the protection of human rights.
Social perceptions of a company’s practices
contribute to its development and profitability
for its shareholders. This philosophy is also
integrated into our voting approach.

these factors is also reflected in our vision of a
socially acceptable executive remuneration, that
is deemed reasonable and fair.

(< (>



294 Engagement Report 2023

Governance and Voting

Diversity

Diversity has become a key social topic in the
last years.

The gender balance of Boards in Europe keeps
improving, but a lack of women in leadership
positions persists. In France, the “Rixain Act”
enacted in Dec. 2021 introduced a quota
stipulating that at least 30% of executives and
members of management bodies must be from
the underrepresented gender by 2026 and 40%
by 2029.

Japan has recently implemented new updates in
its policies, in line with the Basic Economic and
Fiscal Policy Guidelines, Honebuto no hoshin.
This comes after a series of amendments to
the Companies Act, as well as the Corporate
Governance Code in 2021. The new set of policies
are designed to address gender disparities in
the country by introducing a 30% threshold for
female representation of prime market listed

Executive compensation

Executive remuneration remained under scrutiny
in 2023, “say on pay’ proposals being one of
the primary sources of dissent votes, with a
noticeable decline in support observed in both in
Europe and North America.?®®> Several resolutions
faced failure or strong opposition, often due to
insufficient mitigation of windfall effects or the
use of discretionary powers by the Board to
amend performance targets in reaction of the

Social shareholder proposals

The number of social shareholder proposals
keeps rising globally, from 152 in 2022 to 167
in 2023 for social, health and human rights
proposals (excluding compensation-related
proposals). The focus primary was on racial
equity and equity pay of employees in the USA,
alongside emerging topics such as reproductive
healthcare, with a specific emphasis on data
privacy.

companies’ Boards by 2030, in addition to an
intermediate objective of at least one female
Board member by 2025. The Tokyo Stock
Exchange Listing rules are expected to integrate
these objectives.?®*

While in the United Kingdom (UK), the FCA
(Financial Conduct Authority) listing rules,
updated in November 2022, now require listed
companies to include a statement in their annual
financial report setting out on a “comply-or-
explain” basis whether they have met specific
Board diversity targets: 40% of women on the
Board; one senior Board positions staffed by a
woman (e.g. CEO; Senior Independent Director;
CFO; etc.); one Board member from a minority
ethnic background.

Board diversity have overall improved in the last
years, including in emerging markets (see our
gender diversity engagement).

COVID-19 pandemic or the Russo-Ukrainian War.
Concurrently, general compensation increases
were noted even in an environment with rising
cost-of-living challenges. Severance packages
faced opposition in various European countries
including  France, Netherlands, Germanic
countries and ltaly. The absence of sufficient
disclosure continued to be a major factor for
opposition.

Nevertheless, the number of proposals
addressing wider social themes that received
support exceeding 20%, has slightly decreased
in comparison to 2022 (70 in 2023 vs 76 in
2022). Those surpassing this symbolic threshold
encompassed matters related to diversity and
inclusion policies as well as proposal related to
executive pay.

284. Source: Revisions to Listing Rules in Relation to the Intensive Policy for Gender Equality and the Empowerment of Women 2023 and

the Desired Investment Unit Level. Tokyo stock Exchange, 2023.

285. Source: Average shareholder opposition to Director elections rises across Europe - Georgeson, September 2023.
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Key outcomes of the Amundi Campaign

Diversity

Inour view, increasing diversity in the boardroom,
through gender diversity, but also diversity in
terms of professional backgrounds and skillsets
has been proven to deliver a more challenging
culture that is likely to enhance long-term value:
debates are appropriately informed from a
range of unique perspectives in the boardroom,
thereby avoiding the risk of “group think”.

Amundi is particularly attentive to the
feminisation of Boards, even in countries not
subject to any regulatory obligation. While
N many

improvements have been observed

countries in 2023, we voted against 2,392
Directors’ elections at 1,716 companies because
of insufficient gender diversity, with the USA
being the primary market to fell short of our 33%
threshold in terms of gender diversity at Board
level 286

As a member of the 30% Club, the global
campaign to take action to increase gender
diversity at board and senior management levels,
Amundi continues to engage with companies on
the topic to foster better diversity policies.

Case study 66: Antofagasta Plc - Board gender diversity

S

Region: Europe
Sector: Materials

Context

Amundi is particularly attentive to the feminisation of Boards, including in countries not subject
to any regulatory obligation. It is now recognised as a good practice internationally for boards
to be composed of a minimum of 33% women directors.

Amundi action

At the 2022 AGM of the UK listed Chilean multinational mining company, Antofagasta Plc,
Amundi voted against the election of Jean-Paul Luksic, the chair of the Board and Nomination
Committee, who was held accountable for the Board’s lack of gender diversity: as of May 2022,
only 30% of Board seats were occupied by women.

Engagement outcome & Issuer momentum

In response to our voting intentions alert, the Company made clear its commitment to improve
the gender balance on the Board and mentioned systematically including female candidates
on their short-lists. This commitment was reflected in the appointment to the Board of Heather
Lawrence in 2023, as an independent director, which led the share of women on the Board to
reach 36%, surpassing Amundi’s expectations, but falling short of the 40% recommended by
the FCA Listing rules. Nevertheless, the Company has stated in its latest annual report that they
“are actively searching for another female director to join our board and aim to meet the UK’s
new targets on gender diversity, while also continuing to build a pipeline of female talent across
the organisation”. Amundi has therefore supported all Board elections at the Company’s 2023

AGM.

This improvement in terms of Board gender diversity is all the more noteworthy, as it signals a
genuine step forward compared to November 2019, when Antofagasta was ranked as one of
the worst companies in the FTSE 100 on diversity in the Hampton-Alexander Review.

Next steps

In 2024, Amundi will continue to closely follow developments in this aspect: Antofagasta Plc,
being a FTSE 100 Company, is required to disclose on a “comply or explain basis” whether it
meets the 40% gender diversity target in the annual report.

286. We expect a minimum of 33%

regulations impose a stricter threshold

female Directors in developed markets outside of Asia, with the exception of countries where loca
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Gender diversity engagement

Context

Amundiis pushing companies to adopt effective
strategies and become more gender diverse and
inclusive organisations. In particular, we have
been focusing on Board composition in order
to encourage the appointment of more diverse
Board members. As Amundi’'s engagement
approach is intended to be deployed globally,
discussions with companies on this topic can be
complex in some markets where the focus has
shifted from gender to ethnic diversity in recent
years, especially in the United States. While we
recognise the importance of looking at different
facets of diversity, we believe companies
should not stop their efforts to improve gender
diversity. The inclusion of minorities should also
not be an excuse to appoint fewer women. In
Asian markets, it is still necessary to explain
why diversity is a material issue for investors.
However, more investors are pushing a similar
message which is leading to progress on the
matter.

Amundi Actions

Engagement Objectives

Amundi expects companies to take steps to
ensure that each gender represents a minimum
of 33 percent of the Board for developed
markets. As a member of the 30% Club Investor
Group France, Japan and Germany, Amundi also
aims to increase the representation of women
in Executive management teams to reach at
least 30%. In Asian markets, the nature of the
dialogue differs, as this is still an emerging topic.
Taking into account this market difference, we
are asking for at least one woman to sit on the
Board in this region.

Engagement Selection

The  Corporate  Governance team has
systematically  discussed with companies
regarding gender diversity whenever a concern
was identified across all geographies. Given the
lack of progress of some companies on thisissue,
Amundi decided to escalate the matter and to
initiate a proactive dedicated engagement on
the topic. To define the scope, we have identified
issuers for which we have exercised our voting
rights on the first semester of 2022 and for
which we have voted against some Directors’
re-election due to lack of gender diversity (33%
of women for developed markets and at least
one woman for Asian and emerging markets).
Amongst this initial group, we have decided to
focus on the Amundi’'s top holdings per region.
Thus, during Fall 2022, Amundi sent 128 letters
to Board Chairs, across all markets and sectors,
to ask them to improve women representation
and to warn them of potential dissent votes
fromm Amundi at their 2023 AGM.

Engagement Outcome & Issuer Momentum
As of December 31", 2023, Amundi is pleased
to note that 38% of the targeted companies
have already increased the number of women at
Board’s level and are now aligned with Amundi’s
expectations. Main progress is observed in Asia
and Europe where respectively now 44% and
42% of the targeted companies are in line with
Amundi policy in terms of gender diversity.

Successful engagement initiatives: 38%
of the companies targeted in our diversity
engagement campaign have increased their
female representation in the Board.
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Graph 22: Results as of December 2023 by Geographical Breakdown of Targeted

Companies
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Africa
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Source: Amundi Asset Management
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Graph 23: Percentage of companies in line with Amundi policy per geographical

breakdown

Oceania

Europe

Asia

Source: Amundi Asset Management

For the remaining targeted companies, 37% have
providing supplementary information or have
defined a strategy or taking a commitment to
improve their level of gender diversity. However,
63% still lack genuine interest in the topic.

When assessing more precisely for the main
countries targeted in terms of number of
engaged companies, Amundi is pleased to
note that Japanese and Emerging countries

Africa

Americas

companies (Brazil and China) have made
substantial progress (see chart).

However, there have been limited improvements
in Switzerland and Germany, while in South Africa
and Saudi Arabia, results are quite disappointing.
Finally, USA companies (that composed almost
the half of the targeted companies) need to
persist in their efforts.
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Graph24: Engagement results as of December 2023 by country breakdown of targeted
companies
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Past Recommenda-
tions (Year of current

Assessment at start

Status in 2023

(year 1)

Company A

Sector: Phar-
maceuticals

Country: USA
Company B

Sector: Util-
ities

Country:
Germany

Company C

Sector: Phar-
maceuticals

Country:
Hong Kong

Company D

Sector: Tele-
com

Country: USA

Low rate of female
representation at the
Board level (25%)

Low rate of female
representation at the
Board level (25%)

No female representation
at the Board level at the

2022 AGM

Low rate of female
representation at the
Board level (20%)

engagement -1)
Increase female
representation at the
Board level to

33%

Increase female

representation at the
Board level to
33%

Appoint at least one

female director

Increase female

representation at the
Board level to
33%

Company acknowledged issue
and committed to improve the
diversity of the Board.

Company appointed a woman

as new independent board
member during the 2023 AGM.

Company acknowledged issue

and committed to improve the »
diversity of the Board in 2024.

Amundi will continue to follow

the topic with the Company.

Company informed us that

they did recognise the »
importance of board diversity

under the current social and

business environment.

Company informed Amundi
that one of the key initiatives
in 2022 would be to identify
and appoint a female member.

No progress noticed in 2023
(still no women at the Board).

Company informed Amundi

they look at diversity not only »
from a gender point of view,

but took into account all kind

of diversity (profiles, skills,
ethnicity)

No progress noticed in 2023
(still 20%) and no commitment
done by the Company.
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Next steps

Amundi will continue to monitor the progress made by these companies as part of the Proxy Voting
process. In line with Amundi’s Voting Policy, we will vote against some Directors’ re-elections if the
gender diversity has still not reached our expectations.

Executive compensation

Compensation remains a major reason of
opposition for Amundi (with 37% of votes
against management on compensation-related
proposals). The main causes of Amundi’s
opposition to compensation resolutions were:

- Excessive remuneration (19% of all votes
against compensation items in 2023);

- Lack of ESG criteria or climate criteria for
relevant sectors (43% of all votes against);

- Lack of transparency (28% of all votes
against);
- Structural issues (43% of all votes against).

Amundi continues to monitor the quantum
of executive remuneration and voted against
all pay packages deemed excessive when
compared to local peers, taking into account
potential reputational and social risks. In addition
to assessing the alignment between pay and
performance, Amundi compares the granted
remuneration with other similar companies in
terms of market capitalisation, peer group, and
geographical region.

A company’s remuneration policy should be
aligned with its strategy. Thus, it should include
clearly defined performance criteria, including
ESG key performance indicators (KPIs) as well
as Climate KPIs aligned with the strategy of
alignment with the Paris Agreement, especially
for issuers in sectors with a high impact on
climate. In 2023, we identified 1,691 companies
that had not integrated internal and quantifiable
ESG performance metrics into their executive
compensation. Similar to 2022, the United States
remained the market where Amundi expressed
the highest level of opposition to remuneration
due to lack of ESG or climate criteria.

Amundi also  voted against  executive
remuneration-related proposals at 100 Energy
& Utilities companies due to the absence of
climate-related performance criteria in their
senior management variable compensation
schemes. It is our conviction that executive
teams should be incentivised to achieve carbon
emissions reduction goals.
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Case study 67: A.P. Moller-Maersk - Climate criteria in executive
remuneration

Region: Europe
Sector: Transportation

Context

Amundi has been voting for three consecutive years against resolutions relating to executive
remuneration at the AGM of A.P. Moller-Maersk, a Danish transport company, due to the lack of
ESG and climate indicators in the incentive plans variable.

Amundi Action

Amundi informed the Company that in 2023 we would vote against not only the remuneration
report but also the remuneration policy given the absence of climate KPIs in the Executive’s
remuneration. Furthermore, given the fact that Amundi considers the remuneration committee
should be held accountable for the Company’s inadegquate pay practices, we also mentioned our
intention to vote against the re-election of the two members of the Remuneration Committee.

Engagement Outcome & Issuer Momentum

The Company responded to our voting intention alert by explaining that, although there are
currently no clear ESG KPI in remuneration, the assessment of the long-term incentive plan’s
(LTI performance is based on a review of the implementation of the sustainability strategy.

Amundi expects to see in the report and the remuneration policy clearly defined performance
criteria including ESG, and climate KPIs when relevant, which must be aligned with the
Company’s strategy and presented with rigorous and quantitative targets.

The Company took note of our response and committed to share our feedback to the
Remuneration Committee. Both the remuneration report and remuneration policy have been
adopted (results are not published).

Next steps

We suggested a meeting to the Company which, however, did not respond to our proposal.
Amundi will continue to monitor the evolution of the remuneration report. If no improvement
is noted, we will continue to vote against the remuneration report and the re-election of
remuneration committee members.

criteria attached, and the length of the
performance period, to ensure alignment with
the long-term value creation for shareholders.

With regard to remuneration structure, Amundi
expects companies to provide a robust
explanation for any exceptional payment,

emphasising compliance with the company’s
remuneration policy. One-off awards linked to
transactions should generally be avoided. If such
awards were granted, Amundi will look closely
at the rationale provided, the performance

In case of an executive departure (retirement or
resignation), Amundi will be vigilant regarding
the distribution of any exceptional payment that
could be construed as a “disguised” severance.
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Case study 68: Solvay SA - one-off payment

Region: Europe
Sector: Materials

Context

Few days after the announcement of the demerger of Solvay SA, a Belgian company specialised
in chemicals, the Board also made public the payment of an exceptional cash bonus of EUR 12
million to llham Kadri, the CEO of Solvay, for the “exceptional performance”. Although Amundi
recognised the strong performance of the CEO, we noted that she already received a bonus of
EUR 3.5 million in October 2023 in connection with the demerger; we also pointed out that this
“new” bonus was not subject to the successful completion of the demerger as a condition nor
to other performance conditions attached to the outcome of this operation.

Amundi Action

In light of our concerns with this bonus, we decided to organise a call with the Company to
discuss it. During the call, the CFO of Solvay SA mentioned the various advantages of splitting
the Company into two separate entities, Solvay (essential chemicals) and Syensqo (specialty
chemicals). He also underlined the tremendous work accomplished by the CEO over the past few
years to bring this operation to a successful conclusion for the Company and the shareholders.

Engagement Outcome & Issuer Momentum

While Amundi agreed on this point, we criticised the fact that no performance criteria was
attached to the special bonus. We also questioned the size of this bonus in relation to market
practices in this region. Considering that the bonus was not aligned with the long-term interests
of the shareholders, we asked the Company to reinstate this bonus within the remuneration
policy with linked performance criteria. As the Company did not amend it, Amundi voted against
the bonus (but in favour of the demerger). While the demerger received 99% of shareholders’
support, the bonus was widely contested with only 66% of votes in favour.

Next steps

Amundi will closely monitor the remuneration policy at both entities in 2024.

Social accountability of the Board

Amundi’'s ESG research team actively monitors
and evaluates companies’ social footprint
through a systematic approach that is designed
to identify underperforming organisations
in terms of social metrics. By understanding
where a company stands in terms of its social
performance, we have the opportunity to
tailor our engagement efforts and strategy, as
our objective remains supporting our investee
companies transition towards a sustainable,
inclusive low carbon economy.

As a result, Amundi opposed the re-election
of 241 Directors across 69 companies due to
concerns about their social practices, including
on topics such as health and safety, collective
bargaining, living wage, or gender pay gap.
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Table 11: Selected examples of companies - social underachievers

Name of the
Country
company

Sector

Social controversy

Items targeted -
Amundi Vote

Results at the AGM

Permanent controversies
on Human rights
(violation of several

UN Global Compact
Principles) as the
Company has been
persistently involved

From 1% to 4.3% of

Walmart USA Consumer in h_uman rights supply Against several Board dissent for Board
Staples chain issues such as members mermbers
forced labour, low wages,
excessive long hours, child
labour and worker health
and safety concerns-more
frequent compared to
its industry peers and
discrimination
: - o :
CK Hutchison Capital Comp?”y was dentified Against the Chair of the “.1% of qhssent for )
. Hong Kong as having a high level of : ) the Chair of the Audit
Holdings Ltd Goods i Audit Committee. )
fatalities Committee
F\agged for severe Against discharge of
. social controversies :
ST hEEe), Mexico Materials and company did not Board. Mot disclosed.
S.A.B.de CV. pany Against bundled re- Resolutions passed.
respond to requests for )
: elections
engagement dialogue
Health Low gender diversity
Coloplast A/S  Denrnark Care in executive leadership Abstain on the Chair of 7.7% of votes abstain
P Equipment i compared to overall the Board the Chair of the Board
& Services workforce
Company has failed to
respond to Amundi's
C.Ommu_ engagement requests Against the Chair of the 15.9% of dissent for
Alphabet USA nication and also regularly faces :
) ) : Board the Chair of the Board
services lawsuits and controversies

related to market conduct
and data privacy

Social shareholder proposals

With regard to social shareholder proposals,
Amundi supported:

While, most of the shareholder proposals
submitted on social, health and human rights
concerns were filed in the USA, we noted a slight
emergence in Europe: Amundi voted on only 2
of these in 2022 vs. 7 in 2023.

- 83% of all shareholders proposal related
to social, health and human rights, which
demonstrates a slight uptick in comparison to
last year (vs 81% in 2022).

- 67% of all shareholders proposal related to
remuneration (vs 72% in 2022).

Notable votes - social proposals

During the 2023 proxy season, based on the
voting results available, Amundi noted the
following results on social-related shareholder
proposals (including proposals on executive
remuneration):?®’

= of which 108 proposals failed.

- 88 shareholder proposals supported by
Amundi recorded a support level equal or
above 20%,

- of which 6 shareholder proposals received
- 870 management items opposed by Amundi majority support.

received a dissent level equal or above 20%,

287. Based on data provided by ISS
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Table 12: Notable Proposals Related to Social Topics

Name of th . . i
Gl AL Country Sector Proponent Resolutions Rationale ]
company Vote
Approve Excessive 64.4% of
K+S AG Germany Materials Management: Remuneration : Against dissent -
compensation -
Report rejected
Tech-
o)
nology Elect Director Lack of gender _ 4_9.4@ of
Canon, Inc. Japan Hardware Management ) i . diversity - Against dissent -
; Mitarai, Fujio
& Equip- Board level passed
ment
Commission
Third Party
Assessment
on Compa”y ° : 52% of
Consumer Commitment Protection of
Starbucks USA i Shareholder ) For support -
Services to Freedom labour rights
o passed
of Association
and Collective
Bargaining
Rights
Consumer Report on Actual Protection of
Discretio- and Potential labour rights 28.8% of
Metro Inc Canada nary Dis- Shareholder : Human Rights 9 For support -
: i and human :
tribution & Impacts on rights rejected
Retail Migrant Workers 9
Report on )
Wells Fargo & Prieys o of Eféi(ﬁtrl?mhg IS el
9 USA Banks Shareholder @ Workplace 9 For support -
Company and human
Harassment and . passed
o ) rights
Discrimination
P e z81% of
Eletric Power : Japan Utilities Shareholder i 2 Y For support -
of Executive on ;
Co. rejected

Compensation

remuneration

G. Engaging on Governance ltems

Voting and engagement are pivotal components
of Amundi’s global responsible investment policy,
serving as powerful tools for driving positive
change and are integral to our role as stewards
of capital. Through active engagement, we
initiate direct dialogues with companies and the
market, fostering transparency, accountability
and enhancing practices.

Amundi’'s engagement efforts on governance
themes can take various forms such as:

- Direct discussions with issuers, allowing to
communicate our expectations during pre-
AGM as well as off-season engagements
sessions during which we seek to foster
stronger governance practices that
strengthen sustainable development.

Voting intentions alerts, are sent to
companies ahead of the AGM, providing a
clear rationale for our votes, and offering
companies an opportunity to share their
perspectives.

Collaboration with fellow investors and
participation to corporate governance
events, allowing us to share our views

and expectations with various market

participants.

Questions asked at General Meetings.

- Filing shareholder resolutions

Answers to Public Consultations, to ensure
new regulations protect shareholder rights.
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Filing shareholder resolutions

Our commitment to proactive stewardship is
demonstrated in our engagement strategy,
where we view filing shareholder proposals as a
powerful mechanism to advocate for responsible
practices. Depending of the situation, we might
escalate our efforts by filing proposals to amplify
our impact.

Amundi continued its engagement efforts this
year by submitting two proposals as co-filer at the
AGM of the Japanese Utilities company Electric
Power Development Co. (known as J-Power)
related to GHG reduction targets and their link
with executive compensation. Furthermore, we
have taken further steps by filing for the first
time a shareholder proposal in the U.S for Martin
Marietta as the lead filer, seeking additional

Shareholder proposals can also serve as an
effective mean to expose companies to emerging
issues, such as antimicrobial resistance (AMR),
considered one of the most important health
threats to date. Accordingly, Amundi co-filed
proposals for Tyson Foods, Hormel Foods, and
Company A urging them to comply with WHO
guidelines on antimicrobial use across their
supply chains, emphasising the importance of
considering their impact on community and
societal wellbeing.

Amundi has also co-filed proposals for Amazon
addressing concerns related to working
conditions and transparency in tax practices,
in order to understand whether the company is
contributing responsibly to society.

disclosure around GHG reduction targets aligned
with the Paris Agreement.

Results at
the AGM

Amundi lead/
Name of the lead

Name of the
company

Resolutions

Country Sector

Amend Articles to
Disclose Business Plan

J-Power-

Electric Power: j555n Utilities through 2050 Aligned ~  Co-filer GHG reduction ' cp 5799
Development with Goals of Paris targets
Co, Ltd. Agreement
Amend Articles to
U Power: Disclose Ho_vv Executive
) Compensation Executive
Electric Power 553 Utilities Policy Contributes Co-filer . FOR: 15.0%
Development to Achievement of Remuneration
Co, Ltd. Greenhouse Gas Emission
Reduction Target
G Construcs éedgtﬁ)ét%iiaﬁme‘rions GHG reduction
Marietta USA tion Mate- : a9 . Lead filer FOR: 32.8%
. . Aligned with the Paris targets
Materials Inc. rials
Agreement Goal
Comply with World
Health Organisation
Tyson Foods, - ., Food Pro-  : Guidelines on Co-filer Public Health  FOR: 4.6%
Inc. ducts Antimicrobial Use
Throughout Supply
Chains
Comply with World
Health Organisation
Hormel Foods ;5\ Food Pro- Guidelines on Co-filer Public Health  FOR: 5.9%
Corporation ducts Antimicrobial Use
Throughout Supply
Chains
Comply with World
Health Organisation
Company A USA Consumer - Guidelines on Co-filer Public Health  FOR: 18.4%
Services Antimicrobial Use
Throughout Supply
Chains
Amazon.com Commission a Third- Workin
’ USA Retailing Party Audit on Working Co-filer ng FOR: 35.2%
Inc o conditions
Conditions
Amazon.com g, Retailing | PuPlish a Tax Co-filer Jox FOR: 17.6%
Inc Transparency Report transparency
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Case study 69: Martin Marietta Materials, Inc- Environmental
shareholder proposal filed by Amundi

Region: North America
Sector: Materials

Context

Since 2020, Amundi has been leading a collaborative engagement supported by other investor
members of the CA 100+ coalition with Martin Marietta Materials, a construction materials
company based and operating in the United States. The Company has been identified as a
climate underachiever in the CA 100+ Net Zero Company Benchmark. At that time, the
Company failed to release critical climate-related information and disclosed carbon emissions
reduction targets that cover only part of its activities and material scopes. The Company
presented limited climate ambitions overall, which Amundi considered unaligned with the Paris
Agreement. Despite our engagements with the Company in 2021 and 2022, multiple critical
elements of its climate strategy were still considered inadequate.

Amundi action

While the Company demonstrated some efforts on a few issues, notably on the extension of its
net zero commitment to scope 1 (as opposed to scope 2 only before), no agreement was found
on those four critical ones:

Raise the ambition of interim targets on direct cement greenhouse gas emissions intensity

Avoid the use of offsets to achieve scope 2 interim target

Seek for an external validation of its targets (e.g., Science Based Targets initiative - SBTI)

Report main greenhouse gas emissions drivers

In this context, in 2023 Amundi decided to file a shareholder proposal at the Company AGM.
The proposal called the Company to set proper interim greenhouse gas emissions reduction
targets, in line with the Paris Agreement, and backed by a robust decarbonisation strategy.
Our resolution received the support of the two major proxy advisors (ISS and GlasslLewis) and
reached a 32.8% approval rate at the annual general meeting. A significant support given the
particular context of ESG pushback in the USA.

Engagement outcome & Issuer momentum

During the summer, we received an invitation from Martin Marietta Materials for a meeting. In
September, we discussed with the management about the substantial progress the Company
made within the last months; it notably:

1. Started to report to CDP (2023 edition);

2. Signed in September 2023 the commitment letter that requires the Company to develop and
submit science-based targets (covering all scopes 1&2 emissions + scope 3 deemed material
by the SBTI) for 1.5°C validation to the SBTi within the two next years;

3. Converted around 90% of the cement production into Portland Limestone Cement, a type of
cement with lower clinker content (it can be reduced from 90-95% to 80-85%).

We welcomed those significant improvements positively as this will allow investors to assess and
provide more accurate, fact-based recommendations to the Company on its climate strategy.

Next steps

There is still room for progress and we will continue engaging with the Company, but we value
the achievements made by the Company in 2023 and consider significant positive outcomes
from our engagement.
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Case study 70: Amazon.com, Inc - Social shareholder proposal Q

filed by Amundi

Region: North America
Sector: Consumer discretionary distribution & retail

Context

The AGMs of Amazon.com (Amazon), the USA online retailer, has clearly illustrated how Amundi’s
voting decisions are informed by a comprehensive analysis of companies’ performance on
environmental and social aspects, as well as good governance considerations. Historically, the
Company has faced multiple controversies, including, most notably, obstruction of employee’s
rights to freedom of association and collective bargaining, regular reports of health and safety
risks and incidents and persistent product safety issues. It has also demonstrated weaknesses
in environmental and tax responsibility practices, as well as in executive remuneration strategy,
raising our concerns about ESG performance which informed our voting decisions. Amundi has
engaged with Amazon extensively on these subjects for many years, and most substantially
since 2019, with little impactful evolution.

In 2022, Amundi voted against Amazon’s Say on Pay due to executive compensation levels
being deemed as excessive and the absence of relevant ESG metrics in executive remuneration.
We also voted against the renewal of the Audit Committee Chair due to controversies related
to working conditions, and supported several shareholders proposals related to the Company’s
environmental and social conduct.

Amundi Action

After the 2022 AGM, Amundi was considering additional potential opportunities for further
escalation of our engagement due to the continued lack of evolution, including filing shareholder
proposals. We engaged with the Company during the 2022 AGM to explain our votes. We then
had two other meetings in 2023 before the Company’s AGM, as well as additional engagements
with Amazon throughout the year, in which we reiterated our key expectations on ESG matters
to the Company, including compensation, board independence, responses to environmental
and social controversies and suggested improvements to policies and practices on related
matters.

Engagement Outcome & Issuer Momentum
Despite the several engagements with the Company, no fruitful progress was noticed. Ahead
from the 2023 AGM, we therefore decided to co-file two shareholder proposals:

- A proposal on working conditions, requesting to commission an independent audit. The
resolution received 36% support from the shareholders.

- A proposal on tax transparency, requesting to publish a report. The resolution received
support from 18% of the Company’s shareholders. Tax practices and disclosure concerns are
amongst our key engagement topics for the Company.

Further, due to our concerns related to the social controversies and the lack of momentum to
change policies and practices around key topics that have continued to be discussed in annual
engagements (including employee safety & working conditions, freedom of association and
collective bargaining, and tax practices), we voted against all Directors and Executives with a
tenure of over two years (1 to 29% dissent).

Although the two proposals we co-filed did not receive sufficient support to pass, we saw some
developments at the Company on the matter of tax responsibility in 2023.

Next steps

In 2024, we will continue to follow up on these topics, notably responses to controversies and
our social and environmental engagement asks. We will also assess additional opportunities
for escalation on matters where the Company continues to demonstrate limited progress,
particularly workers’ rights to freedom of association, collective bargaining and health and
safety.
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Assessing practices and progress via regular dialogues

Direct discussions with issuers may also happen
in @ more targeted way, through themed
dialogues. In such cases, the Amundi ESG
research team closely monitors the progress

made by these companies on specific themes.
If companies do not take sufficient action to
address the identified concerns, voting may be
used as an escalation measure.

Engaging with Financials on ethics controversies

Context

Rationale for Engagement Campaign
Controversies are an important topic for Amundli,
as their reputational and financial impact
could have a detrimental effect on an issuer’s
valuation as well as on society. The financial
sector specifically is exposed to a high level
of controversies, notably compared to other
sectors. The most often recurring controversies
in the sector concern business ethics and anti-
competitive practices. The root cause for most
of these issues turns out to be a failure in
internal controls, and thus governance related.
Amundi closely monitors the financial sector for
its involvement in these controversies, among
others through its engagement activity.

Amundi Actions

Engagement Selection

During 2023 we engaged with 11 financials
on ethics-related controversies. These issuers
were selected based on their ongoing or legacy
involvement in severe ethics-related issues.

Engagement Objectives
There were two broad aims for our engagement:

3. Increase awareness of importance of (absence
of) controversies for Amundi as controversies
are factored into our issuer view as well as
into investment and voting decisions

4.Encourage companies to improve practices
(i.e. root cause analysis, corrective actions /
remediation, etc.) and provide transparency in
terms of reporting on the issues.

Engagement Outcome & Issuer Momentum
Controversies can be a difficult and sensitive
topic to engage on, particularly when still active,
as most companies are reluctant to discuss
in detail ongoing regulatory or legal matters.
Hence, our engagement on ethics-related
controversies focuses on encouraging the issuer
to provide transparency in the following areas:

- Factors that led to the issue occurring (i.e.
root cause analysis)

- Remediation action taken (i.e. new
procedures and processes, client
compensation, etc.)

- Qutcome of the action (i.e. what worked /
what did not work)

Amundi believes that transparency in the areas
above is important as it allows stakeholders to
understand what corrective actions have been
taken by the company to ensure that similar
issues will not occur in the future.

the

Our engagement following

observations:

produced

- Most financials would not comment on
specific controversies.

- An institution that would comment on a
specific controversy was keen to stress that
many of the deficiencies were self-identified.

- Several institutions did provide good
disclosures on remediation plans for specific
controversies and discussed how these plans
are proceeding.

- One institution pointed out that controversies
can take time to work through and stressed
the different approach of its current
management versus the previous one. This
institution gave the example that, on the
controversy news coming out, it had the
process paused so that it could be reviewed
to see if any adjustments needed to be made.
The company pointed out that this was a
different approach than would have been
taken by previous management.

- One financial commented that some of the
controversies still being discussed today date
from the financial crisis and that it was hard
to define why these should still be under
consideration.

- Another company said that many
controversies are now legacy issues,
explaining the measures it has taken and
processes it has put in place to manage
controversy risk.
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On the topic of transparency, we observed the
following best practice: one of the banks said
to consistently report on the development of its
controversy, striving for an as robust as possible
disclosure, in the light of ongoing legal and
regulatory matters.

Company

Company A

Region: Europe

Assessment at start of engagement

Involvement in a wide range of controversies

Positively, several financials acknowledged and
said they would take into consideration our
feedback around the need for balanced reporting
on controversies. In other words, transparency
on factors that led to the issue, remediation
action taken and outcome of the action.

Recommendations

Reassess the risk ‘envelop’ given from top
management down to lower levels

Company B Set up a new corporate governance &

reporting structure for the merged entity

Region: Europe

Have uniform risk policies across the wider group

Company C
customer-related controversies
Region: Europe

Involved in a large ethics controversy & several

Provide transparency on factors that led to the
issues and on remediation actions

Company D
in relation to past ethics controversies

Region:

Developed Asia

Remains subject to capital add-on by regulator

Balanced reporting on controversies so
stakeholders can understand what measures have
been taken to prevent similar issues in future

Next Steps and Amundi Perspective of
Engagement

In general, the financial institutions engaged
were receptive to discussing the topic. All were
open to our feedback on the need for better
transparencyindisclosuresaround controversies.
Amundi believes that improving transparency on
the reporting around controversies is important
asitenables stakeholders to form their own views
of the issues. However, generally speaking, the
financial sector as a whole does have room for

High dissent engagement

Context

As long-term investor, Amundi is attentive to
how portfolio companies engage with and
respond to their shareholders. Indeed, Board
responsiveness is expected in particular when
significant dissent has been recorded at the
shareholder meeting. Amundi considers that a
20% vote against management proposals or a
20% of support for shareholders proposals is the
threshold above which we expect companies to
take action to understand the reasons of this
opposition and to disclose a response.

Amundi Actions

Engagement Objectives

In 2023, Amundi launched a dedicated
engagement on a sample of companies to
assess the Board responsiveness to previous
shareholder votes and to encourage companies

improvement in terms of transparency around
ethics-related controversies. We will continue
to engage on ethics-related controversies in
2024, expanding the number of companies we
discuss this topic with. As already done in the
past, Amundi will use voting as an escalation
measure if we see that a financial company
is either consistently involved in new ethics-
related controversies or has not taken enough
action to address issues that have led to legacy
controversies.

to disclose and explain what feedback they
received, and demonstrate a reasonable level of
responsiveness in addressing the concerns of
these shareholders.

Engagement Selection

During our day-to-day dialogue with the
companies, the Voting & Corporate Governance
team has systematically discussed  with
companies regarding the Board responsiveness
following dissent expressed by investors at their
last AGM.

At the beginning of 2023, Amundi decided to
escalate the matter and to initiate proactive
dedicated engagements. To define the scope of
these engagements, we have identified issuers
for which we have exercised our voting rights
in 2022 and for which we have voted against
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management recommendations on three type of
resolutions: @ Directors’ re-election, @ Executive
compensation and @ shareholder proposals. We
have then selected only resolutions that received
more than 20% dissent (10% if the company is
controlled).

Thus, in February 2023, Amundi sent 82 letters
to Board Chairs, across all markets and sectors,
to ask them to engage with its shareholders
before the next AGM and to disclose the specific
concerns voiced by dissenting shareholders and

the actions taken by the Board in response to
these votes. In case the Board exhibited a poor
level of communication and responsiveness to
shareholders, Amundi exercised its voting rights
at the 2023 AGM by not supporting the re-
election of some Board members.

Graph 25: Geographical breakdown of targeted companies

Oceania

2

Europe

Asia

Source: Amundi Asset Management

Engagement Outcome & Issuer Momentum
As of December 31t 2023, 50% of the targeted
companies have been responsive to our
engagements with three degrees of implication
(from the lower to higher):

- 17% have only communicated on the
investors’ feedbacks but with no specific
actions put in place

- 16% showed a real interest with some already
defining a strategy or taking a commitment
to improve the issue(s) raised

- 7% have gone further and made positive
changes in response to shareholders
concerns.

Africa
3

Americas

However, the results of the campaign evidence
that the most Boards are still insufficiently
responsive to investors as 38% of the companies
neither acknowledged receipt of our letter nor
disclosed any feedback in their reports and no
positive changes were implemented. Lastly 12%
only acknowledged receipt of our letter and
the issue. To note that Asian companies were
less receptive to the issue (14 out of the 23 did
not acknowledge the issue and only two have
defined a strategy to respond).
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Graph 26: Companies responsiveness assessment (as of December 2023)

Positive outcome 14
Neutral outcome 14
Negative outcome 9
Strategy/Response developed to issue raised 13
Acknoledgement of the issue 10
No/poor acknoledgement of issue by Company 22

Source: Amundi Asset Management

Graph 27: Companies responsiveness assessment with a focus on the three main
geographical zone targeted (standing for 94%) (as of December 2023)
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Macro
Sector

Company A
Sector: Tele-

communica-
tion

Assessment at start

of engagement
(year 1)
Dissent on the

Remuneration report
(47%)

Past Recommenda-
tions (Year of current
engagement -1)

Excessive
compensation, lack of
ESG criteria

Concerns on the one-off
awards granted and the
severance terms

Status in 2023

Company engaged with us.

Compensation remains
excessive but the Board has
been responsive by removing
the possibility to grant one-
off awards and the claw back

f

ggruont;y: period is extended from 24 to 36
P months.
We voted for the remuneration
policy but against the remuneration
report (7% dissent in 2023 for both
resolutions).
Company B Dissent on the We encouraged the - Company asked to engage
approval of the Company to enhance its following the reception of the
Sector: Util- Climate Transition plan in particular on: letter.
ities Plan (21%) - Defining targets on - Company acknowledged our »
Country: scope 3 emissions for all suggestions and appeared to
i operations be vv\\‘llng to move in the rlght‘
Auhizliz o direction on some topics, but it
- Qggejpe:?igrfgleear:isszggi still lags behind on a number of
reduction targets with important tOpICS'_
1.5° objectives - No vote on the Climate plan at
- Disclosing further the 2023 AGM but vve_voted
) ) against the remuneration report
mformatwon aboT.t for the lack of disclosure on
gé“&'gle: and Climate/ the ESG KPIs (26% dissent)
‘ and remuneration committee
members (4-6% dissent).
Company C Dissent on: - Overboarding for one - No reaction from the Company to
- Election of one Director our letter.
Sector: Board member - Excessive - The compensation committee *
Financial (21%)

Country: USA

- Compensation
report (77%)

compensation, lack of
ESG criteria, concerns
on the remuneration
structure

demonstrated only a limited
degree of responsiveness to
shareholder concerns.

We voted against the
remuneration report (68% dissent
in 2023) and the remuneration
committee members (from 27%
to 45% dissent in in 2023).

Next steps

Amundi will continue these engagements by selecting new issuers that faced significant dissent
during the 2023 proxy season campaign. We will escalate the matter if Board responsiveness is
not sufficient by expressing our discontent through the exercise of our voting rights against some
Directors’ re-elections.
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Case study 71: Symrise - High dissent engagement on executive
remuneration

Region: Europe
Sector: Materials

Context

Since 2021, Amundi has been engaging with a Swiss company in the chemicals industry
concerning executive remuneration.

Amundi Action

Various concerns were raised, including one-off discretionary payments to multiple executives,
insufficient disclosure and absence of a long-term component in the remuneration structure.
Amundi thus voted against the 2022 remuneration report and alerted the Company.

Besides, within the framework of its “High Dissent engagements”, Amundi communicated
its expectations that the Board should provide a detailed explanation on the actions taken,
considering the substantial dissent from shareholders (47%).

Engagement Outcome & Issuer Momentum

At the 2023 AGM, Symrise provided a comprehensive comparison of the feedback received at
the previous year’s AGM and the implementation of new measures during 2022. The Company
also disclosed overall ex-post disclosure of the defined targets and actual achievement of each
performance criterion. Furthermore, the Board decided to eliminate the grant of additional or
guaranteed payments for resignations and extended the long-term incentive.

Due to these significant improvements, Amundi was able to support the remuneration report

which received 90% support from shareholders. The Company not only has addressed the main
issues, but also received praised from Amundi for the inclusion of the ESG KPI into the LTI.

Next steps

Amundi intends to continue engaging with the Company for further improvements and will not
hesitate to flag any new potential issues that may rise.
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Case study 72: Woodside - High dissent engagement on Say on
Climate & executive remuneration

Region: Developed Asia
Sector: Energy

Context

In 2022 Amundi voted against an Australian petroleum exploration and production company’s
Say on Climate proposal (supported by 49% of the shareholders). We notified the Company,
Woodside Energy, of our vote and we encouraged the Company to bolster its Net-Zero ambition,
suggesting measures such as limiting their recourse to carbon offsets to achieve CO, reduction
goals, exploring profitable options for low-carbon solutions, and implementing deep emission
abatements aligned with 1.5°C scenarios, etc.

Amundi Action

After the 2022 AGM, Amundi decided to engage with the Company and included it in the
high dissent engagements. We sent a letter to the Chair of the Board, asking to disclose
an explanation for the dissent and to demonstrate a reasonable level of responsiveness in
addressing shareholders’ concerns regarding the Say On Climate proposal.

Engagement Outcome & Issuer Momentum

The company did not reply to our letter and to our engagement proposal. At the 2023 AGM,
we received the Company materials (proxy statement, annual report, climate report). However,
given our concerns related to climate report and the lack of responsiveness, we voted against
the Board members of the Audit Committee with a tenure of more than a year (only one eligible
member on a ballot this year - 13% dissent).

Additionally, we supported a shareholder proposal requesting the Company to disclose
information, demonstrating how its capital allocation to oil and gas assets will align with a Net-
Zero scenario. This proposal was eventually withdrawn.

Finally, we voted against the remuneration report, primarily due to the insufficient level of
disclosure on the individuals KPIs part of the short term’s performance criteria and that included
notably the ESG KPIs. The remuneration report was adopted but received a higher level of
dissent (21% dissent vs 4%-5% over the last two years).

We emailed the Company to explain our votes against the management at the AGM, but we did
not receive any comments from the Company.

Next steps

We will monitor the improvement in the remuneration report and in the Company Climate
strategy. Besides, the Company will be included again our 2024 high dissent engagements due
to the dissent received on the remuneration report.
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2023 Engagement Statistics

INn 2023, under Amundi’'s commitment to a Strong
Governance for Sustainable Development,
Amundi engaged on the range of governance
topics with 1,543 companies. While the voting
alerts and pre-AGM dialogues represent more
than half of these engagements, Amundi holds

dialogues with companies and Board members
all year long to strengthen governance practices,
including the protection of shareholder rights,
theimplementation of effective audit and internal
control mechanisms, as well as the setting of well-
structured executive remuneration packages.

Graph 28: Distribution of governance-related engagements based on nhumber of

engagements

On a pre-defined “gualitative universe”, which
considers the financial materiality of votes at the
fund level and aggregated, as well as meetings
deemed significant dues to the inclusion of
specific proposals (suchasshareholderproposals
on environmental and social topics), the Voting
team will systematically alert companies of our
voting intentions. This approach ensures that

B Pre-AGM dialogues & alerts

B Corporate Governance
(Board composition, audit,
shareholder rights)

B Remuneration

B Governance of ESG
strategy

B Capital allocation &
financial operations

we engage with a diverse array of companies,
rather than exclusively concentrating on those
with a large capitalisation, in order to protect
the interest of all our clients.

In 2023, Amundi sent voting alerts to 1073
issuers, which led to exchanges with 196 of these
companies.

Graph 29: Distribution of voting intentions alert based on market capitalisation

Small Cap

Mid Cap

Large Cap
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Graph 30: Geographical distribution of voting intentions alerts

North America 382
Europe 424

Emerging Markets

Developed Asia

(0] 50 100 150 200 250 300 350 400 450

Questions at AGMs as a mode of escalation

If the action plan of an issuer appears weak, Amundi employs a «Toolbox» approach to engagement
escalation, aiming to incentivise positive change in issuers. Amundi may enact a mode of escalation
that includes (in no particular order), negative overrides in one or several criteria of the ESG score,
guestions at AGMs, filing a shareholder proposal, votes against management, public statements,
ESG score caps and ultimately exclusion if the matter is critical. Asking questions at AGMs may help
to receive an answer from a Company unresponsive to engagements. It can also be used to attract
attention from co-shareholders on a specific issue.

Case study 73: Nvidia Corporation - Board diversity-related
guestion

Region: North America
Sector: Semiconductors & Semiconductor Equipment

Context

At the end of 2022, Amundi had sent letters to some board chairs of companies whose board
lacked diversity.

Amundi action

During the 2023 proxy season, Amundi decided to escalate the issue and used its right, as
shareholder, to raise questions at the AGM of several companies that still lacked of diversity and
did not respond to our letter. At the 2023 AGM of Nvidia, a company that provides graphics,
computer and networking solutions, the number of female directors was still below our
requirements, with no changes since 2021, despite our letter. Consequently, Amundi decided to
escalate and raised a question on Board diversity at the AGM.

Engagement outcome & Issuer momentum

The Board replied that they continue to seek highly qualified women and individual from under-
represented groups and that they expect Board diversity to improve by the 2024 meeting.

Next steps

While we welcomed this announcement, we will continue to monitor the diversity of Nividia’s
board and vote accordingly next year.
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Case study 74: Home Depot - ESG KPI-related question

Region: North America
Sector: Consumer discretionary distribution & retail

Context

Home Depot is an US based home improvement retailer. The company is highly exposed to
many issues including in the supply chain, deforestation (as they sell wood products), as well
as working conditions and employee welfare with their direct employees. Given the range of
environmental and social issues the Company faces, we believe the inclusion of ESG-related
performance criteria in the remuneration of the top management to be even more important.
This would help to ensure executives are incentivised to adequately manage these risks and
implement the sustainability strategy.

Amundi Actions

We started actively engaging with Home Depot in 2022 on the key topics described above
both collectively with other institutions and individually. Regarding ESG linked KPIs in executive
pay, the company still had not made any progress on that as of May 2023 in advance of their
annual AGM.

Amundi decided to escalate the issue by asking a question at the 2023 AGM regarding this
topic. Home Depot had a public reply to our question saying “our executive compensation
program focuses on pay per performance, which is inherently in all shareholders’ interests.
And in addition, our core values, including taking care of associates, are embedded in our
performance management processes. Our leadership development and compensation
committee of the board assesses the structure of our compensation program at least annually
and considers whether to include additional criteria in any incentive structures we develop. We
appreciate your input and will communicate it to the committee”. Amundi finds the inclusion
of clear and quantitative ESG KPIs to be an essential step to help drive change and accelerate
momentum on their ESG strategy overall (including the key topics we engage on) so we expect
the Committee to review their practices.

In addition to asking the question during the meeting, we alerted the Company we would
oppose again the Ratification of Named Executive Officers’ Compensation (supported by 95%
of shareholders) as well as vote against the re-election of remuneration committee members
(received more than 95% support).

Engagement outcome & Issuer momentum

The Company replied to our alert stating the topic of ESG KPIs had been discussed internally
but they wanted to make sure that they had solid metrics that made sense and that have a real
impact in the context of compensation. We do not find this argument convincing as we believe
companies, especially large ones, have had many years to develop sustainability strategies,
including rigorous KPIs.

Next Steps

We will continue to follow up on this topic with the Company going forward in 2024.
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Collaborative engagement campaign with CAC 40 companies

As last year, Amundi has continued to work with
a group of investors to conduct an engagement
campaign with CAC 40 companies by asking a
series of written questions on ESG themes ahead
of their AGMs. Companies are legally required
to respond either orally during the AGM or by
publishing the responses on their website.

This campaign aims to assess the quality of the
Company’s dialogue with shareholders and to
assess their practices on a range of Corporate
Social Responsibility (CSR) topics such as
climate, biodiversity, taxation, social practices,
compensation,employeesavings,etc. Theobjectives
are to: @ point out to these large companies the
issues that are important to responsible investors,
@ to assess the degree of transparency of the
companies on these ESG-related topics and @ to
measure the level of maturity of the responses.

While the topics covered over the years remain
generally similar, in order to monitor the progress
of these companies, the questions become more
granular. This year, 10 questions were raised among
which:

- Three were related to the Environment
pillar (alignment with the Paris agreement,
biodiversity, circularity)

- Four were related to Social issues (ESG criteria,
share buyback conditions, living wage, employee
saving funds)

- Three were related to the Governance pillar
(fiscal responsibility, lobbying charter, social
partners).

Since 2022, Amundi's Voting team has been
involved in the review of the questions related to
the ESG criteria in the compensation. In 2023, the
guestions focused on:

- The alignment of the E&S performance criteria

chosen in the remuneration policies with the
material E&S issues that the Company is facing;

- The role of the Board in ensuring the
achievement of E&S objectives and reassessing
the targets stringency when the achievement
rates are high; and

- The inclusion of E&S criteria in the remuneration
of employees.

In addition, a specific question was raised for
companies whose the proportion of E&S criteria
in the long -term incentive plans was less than
20% in 2022 to assess if these companies intend
to increase this proportion.

The analysis highlighted those E&S criteria
are more and more included in the executive
compensation policies (ten companies increased
the proportion of E&S criteria). However, the
majority of the companies (7 out of 12) for which
the weight of the E&S metrics represented less
than 20%, were still reluctant to increase the
weight.

Besides, the materiality of the E&S criteria
chosen is not always obvious as the level of
information provided was limited, not allowing
to have a clear understanding of how the
companies’ strategic ESG issues impact the
executive compensation. Moreover, generic or
very limited information was provided regarding
how Boards reassess the stringency of targets
when they are fully achieved.

Finally, the integration of ESG criteria in the
employee remuneration policy is still unclear as
the general level of transparency on employee
remunerationis below thanthe one for executives
(in a context where no similar law is in place for
employees as CSDR is for executives).

Thought leadership and public policy advocacy

Amundi contributes to moving responsible
investment and corporate governance forward
through participation in such initiatives as
regulatory consultations and sharing of our views
and expectations at events and conferences.
Public policy advocacy can be a powerful

stewardship tool by sharing best practices and
ensuring local and international governance
standards protect minority shareholder rights
and enhance corporate governance standards.
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Cll Spring Conference - Washington

Amundi was invited to participate to a panel
regarding the regulation of proxy advisors during
the 2023 Spring Conference of CII (Council
of Institutional Investors) in Washington. This
conference is the largest corporate governance
event in North America, regularly gathering over
500 representatives of investors, issuers and
service providers. The panel, which also included
a representative of the European Securities and

Markets Authority (ESMA), discussed about
the self-monitoring of proxy advisors carried
out by the Best Practices Principles Oversight
Committee (BPPOC). We used this opportunity
to highlight that Amundi does not call for more
regulation of proxy advisors as we believe the
existing Code of conduct and its oversight by
the BPPOC are sufficient and complementary to
the monitoring work that Amundi is undertaking.

Morrow Sodali and Emisores Espainoles - Madrid

In October, Amundi participated as a panellist

in an event that Morrow Sodali organised
in collaboration with “Emisores Espafoles”
in Madrid. The panel debriefed the 2023

proxy season, and discussed the new trends
in corporate governance and proxy voting
for the coming years (Board composition,
remuneration-related proposals, say on climate,
engagement, new regulatory environment).

Amundi took this opportunity to reinforce the
importance of Board access for investors. We
also explained our policy on Board accountability
and our expectations regarding the level of
responsiveness to high dissent. Finally, we
shared our expectations regarding executive
pay, as it remained for Amundi the main reason
for opposition in the Spanish market during the
2023 proxy season.

Georgeson - European Conference on Economy, ESG, and Climate

Change - Madrid

Amundi was invited to participate in a panel ESG
Stewardship, Escalation and the AGM in October
2023 in Madrid. This panel took place as part of
the “European Conference on Economy, ESG
and Climate Change” organised by Georgeson
(proxy solicitor), IE University and “Club de
Excellenca en Sostenibilidad”, bringing together
approximately 200 representatives of investors,
issuersandserviceproviders.Thepanel,whichalso

included ESG and stewardship representatives
of other asset managers discussed how specific
sustainability issues are raised in voting at AGMs
and factored into engagement and escalation.
We used this opportunity to highlight Amundi’s
vision and approach to ESG integration in our
voting activity, in particular through the support
from shareholder proposals and holding Board
members accountable for lagging ESG practices.

Consultation on the European Listing Act Project

The European Commission launched a
consultation regarding its Listing Act project,
which aims at simplifying listing requirements,
in order to make public capital markets in the
EU more attractive. One of the proposals that
has attracted significant criticism from investor
groups concern the possibility for small and
medium enterprises (SMEs) to offer multiple
voting rights to their shareholders when they list
on a stock exchange. The proposal is particularly
concerning for multiple reasons:

- The dilution of the voting power of minority
shareholders, often institutional investors and
asset managers, seems to conflict with the
objective of the European Commission to

strengthen investor stewardship;

- The project introduces limited safeguards,
such as sunset clauses, and each Member
State would be free to introduce these
safeguards or not, thus creating a risk of “race
to the bottom” between the different States;

- There is, to our knowledge, no conclusive
evidence that multiple voting shares are an
efficient mechanism to attract SMEs.

Amundi shared this message with the regulators
through different organisations that we are a
member of, including AFG in France, ICGN and
EFAMA,
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H. Evolution of the Voting Policy for 2024

Our global voting policy is reviewed at least annually, taking into account regulatory amendments,
market developments and internationally accepted best practices. Learning from the 2023 proxy
season, we have updated our voting policy with the following key elements that we will continue
focusing on in 2024

Table 13: Selected updates - Amundi Voting Policy 2024

Theme Theme Policy update and rational

ESG/Climate Amundi strengthened expectations in terms of ESG and Climate criteria: the minimum
criteria in executive expected weight of ESG criteria (including climate criteria, depending on the sector) is
compensation 10% of variable remuneration (ST and LTI)

Independent Directors The criteria to assess the independence of board members were included in the policy.

Exceptional & We added more granularity to our expectations with regard to recruitment packages, one-
Severance payment off awards and executive departure package.

Gender diversity - Amundi increased the minimum threshold for gender diversity: from one woman to two
Japan women in order to bring the expected diversity in Japan more into line with Amundi’s

policy applied across all markets (33% women).

Audit committee Amundi increased the minimum threshold for audit committee independence from 50% to
independence 66%.

Appointment of The maximum auditors’ mandate is now set at 24 years in our policy, to ensure some
auditors rotation of auditors.

Environmental & social We added more granularity to our expectations with regard to say on climate, social
issues cohesion, board responsibility and shareholder proposals.
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1. 2023 Amundi Voting statistics

Voting statistics for 2023 - A Global View

Number of companies voted 3,397 4,008 7554 7,751
Number of meetings voted 4,240 7,309 10,208 10,357
nhlze;iigisq;)r:zge\/v%t:nif least one vote 1% 64% 69% 69%
Number of items voted 49,960 77,631 107,297 109,972
Number of items voted “Against Management” (*) 20% 20% 21% 24%
Votes “Against anagement” | 2020 | zom | 2022 | 2023 _
Number of items voted “Against Management” 10,032 15,303 22,550 26,459
Proportion of votes “Against” / category
Board structure 19% 20% 24% 29%
Compensation 31% 45% 38% 37%
Financial Structure 28% 21% 20% 21%
Dividends (*) 7% 7%
Shareholder proposals (**) 49% 32% 35% 38%
Other 1% 8% 8% 9%
Vot infavourofSharohldorpropossis | 2020 | zom | 2022 | 2023 _
Number of Shareholder proposals 1,346 2,261 2,730 2,862
% of votes in favour of shareholder resolutions 67% 77% 68% 64%
Breakdown / theme
Climate 87% 86% 87% 88%
Social/Health/Human Rights 81% 83% 81% 83%

Environment / Climate
Social 5,503 7,398 9,003 10,294
Governance 44,309 70,037 98,017 99,386
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Breakdown by Amundi Group entities

Amundi Asset Management

Global Statistics

Number of companies

Number of meetings

% of meetings voted with at least one vote “Against Management”
Number of items

% of items voted “Against Management” (*)

Governance and Voting

Voted

6,070
7,609

70%

85,176

24%

Votes “Against Management”
Number of items voted “Against Management”
Breakdown of votes “Against Management”

Board structure
Compensation
Financial Structure
Dividends
Shareholders' proposals
Others

% of votes “Against Management” for each category

Board structure
Compensation

Financial Structure
Dividends

Shareholder proposals (*)
Other

Votes in Favour of Shareholders' Proposals

20,525

63%
17%
8%

1%
4%
7%

29%
36%
20%
6%
42%
9%

Number of Shareholders’ Proposals
% of votes in favour of Shareholders' proposals

% for each theme

Compensation

Governance

Board structure

Climate

Environment

Social / Health / Human Rights
Other

2,308

62%

©68%
72%
58%
87%
51%
83%
55%

Breakdown per ESG Items

Environment / Climate
Social
Governance

Instructions

280

7,900
76,996

For 63,849 (75%)
Against 20,536 (24%)
Abstain 791 (%)
Voted Meetings per Continent

Africa 98%
Americas 99%
Asia 100%
Europe 97%
Oceania 100%
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Amundi Austria

Global Statistics

Numlber of companies 537
Number of meetings 581
% of meetings voted with at least one vote “Against Management” 79%
Number of items 8,465
% of items voted “Against Management” (*) 24%

Votes “Against Management”
Number of items voted “Against Management” 1,985

Breakdown of votes “Against Management”

Board structure 59%
Compensation 20%
Financial Structures 4%
Dividends 1%
Shareholders' proposals 1%
Others 5%

% of votes “Against Management” for each category

Board structure 27%
Compensation 31%
Financial Structure 9%
Dividends 3%
Shareholders' proposals (*) 68%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 363
% of votes in favour of Shareholders' Proposals 66%

% for each theme

Compensation 82%
Governance 64%
Board structure 41%
Climate 91%
Environment 88%
Social / Health / Human Rights 80%
Other 32%
Breakdown per ESG Items

Environment / Climate 95
Social 1,261
Governance 7109
For 6,537 (77%)
Against 1,908 (23%)
Abstain 20 (O%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 96%
Europe 91%
Oceania 100%
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Amundi Deutschland

Global Statistics

Number of companies 656
Number of meetings 700
% of meetings voted with at least one vote “Against Management” 81%
Number of items 10,579
% of items voted “Against Management” (*) 25%

Votes “Against Management”

Number of items voted “Against Management” 2,681

Breakdown of votes “Against Management”

Board structure 60%
Compensation 19%
Financial Structures 5%
Dividends 1%
Shareholders' proposals 10%
Others 5%

% of votes “Against Management” for each category

Board structure 29%
Compensation 32%
Financial Structure 11%
Dividends 7%
Shareholders' proposals (*) 70%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 436
% of votes in favour of Shareholders' Proposals 70%

% for each theme

Compensation 81%
Governance 70%
Board structure 49%
Climate 91%
Environment 100%
Social / Health / Human Rights 83%
Other 41%
Breakdown per ESG Items

Environment / Climate 13
Social 1,555
Governance 8,911
For 8,003 (76%)
Against 2,490 (24%)
Abstain 86 (1%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 100%
Europe 100%
Oceania 100%
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Amundi Iberia

Global Statistics

Number of companies 715
Number of meetings 736
% of meetings voted with at least one vote “Against Management” 87%
Number of items 10,934
% of items voted “Against Management” (*) 33%

Votes “Against Management”

Number of items voted “Against Management” 3,534

Breakdown of votes “Against Management”

Board structure 71%
Compensation 14%
Financial Structures 1%
Dividends 0%
Shareholders' proposals 1%
Others 2%

% of votes “Against Management” for each category

Board structure 39%
Compensation 30%
Financial Structure 7%
Dividends 3%
Shareholders' proposals (*) 74%
Other 5%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 619
% of votes in favour of Shareholders' Proposals 72%

% for each theme

Compensation 88%
Governance 73%
Board structure 49%
Climate 93%
Environment 100%
Social / Health / Human Rights 83%
Other 38%
Breakdown per ESG Items

Environment / Climate 160
Social 1,801
Governance 8,973
For 7,615 (70%)
Against 3,296 (30%)
Abstain 23 (0%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 100%
Europe 100%
Oceania 100%
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Amundi Immobilier

Global Statistics

Number of companies 49
Number of meetings 54
% of meetings voted with at least one vote “Against Management” 78%
Number of items 996
% of items voted “Against Management” (*) 16%
Votes “Against Management”

Number of items voted “Against Management” 160

Breakdown of votes “Against Management”

Board structure 49%
Compensation 24%
Financial Structures 19%
Dividends 0%
Shareholders' proposals 1%
Others 7%

% of votes “Against Management” for each category

Board structure 20%
Compensation 26%
Financial Structure 16%

Dividends 0%

Shareholders' proposals (*) 100%
Other 5%

Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 1

% of votes in favour of Shareholders' Proposals 100%

% for each theme

Compensation n.a
Governance n.a
Board structure n.a
Climate 100%
Environment n.a
Social / Health / Human Rights n.a
Other n.a
Environment / Climate 4
Social 127
Governance 865

Instructions

For 834 (84%)
Against 162 (16%)
Abstain 0 (O%)
Voted meetings per Continents

Americas 100%
Europe 98%
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Amundi Ireland

Global Statistics

Number of companies 2,010
Number of meetings 2,160
% of meetings voted with at least one vote “Against Management” 80%
Number of items 28,302
% of items voted “Against Management” (*) 27%

Votes “Against Management”

Number of items voted “Against Management” 7,688

Breakdown of votes “Against Management”

Board structure 69%
Compensation 18%
Financial Structures 3%
Dividends 1%
Shareholders' proposals 7%
Others 3%

% of votes “Against Management” for each category

Board structure 31%
Compensation 33%
Financial Structure 12%
Dividends 6%
Shareholders' proposals (*) 67%
Other 6%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 841
% of votes in favour of Shareholders' Proposals 67%

% for each theme

Compensation 86%
Governance 72%
Board structure 44%
Climate 88%
Environment 73%
Social / Health / Human Rights 83%
Other 38%
Breakdown per ESG Items

Environment / Climate 242
Social 3,856
Governance 24 214
For 20,687 (73%)
Against 7,431 (26%)
Abstain 184 (1%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 100%
Europe 97%
Oceania 100%
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Amundi Luxembourg

Global Statistics

Number of companies 4,687
Number of meetings 6,945
% of meetings voted with at least one vote “Against Management” 67%
Number of items 75,702
% of items voted “Against Management” (*) 23%

Votes “Against Management”

Number of items voted “Against Management” 17,374

Breakdown of votes “Against Management”

Board structure 56%
Compensation 18%
Financial Structures 10%
Dividends 1%
Shareholders' proposals 4%
Others 10%

% of votes “Against Management” for each category

Board structure 30%
Compensation 35%
Financial Structure 18%
Dividends 7%
Shareholders' proposals (*) 42%
Other 10%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 2,286
% of votes in favour of Shareholders' Proposals 69%

% for each theme

Compensation 72%
Governance 74%
Board structure 65%
Climate 89%
Environment 57%
Social / Health / Human Rights 84%
Other 66%
Breakdown per ESG Items

Environment / Climate 268
Social 7,300
Governance 68,134
For 57,476 (76%)
Against 17178 (23%)
Abstain 1,040 (1%)
Voted meetings per Continents

Africa 93%
Americas 99%
Asia 99%
Europe 95%
Oceania 100%
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Amundi Sgr

Global Statistics

Number of companies 945
Number of meetings 115
% of meetings voted with at least one vote “Against Management” 73%
Number of items 14,194
% of items voted “Against Management” (*) 24%

Votes “Against Management”

Number of items voted “Against Management” 3,350

Breakdown of votes “Against Management”

Board structure 57%
Compensation 20%
Financial Structures 7%
Dividends 1%
Shareholders' proposals 8%
Others 6%

% of votes “Against Management” for each category

Board structure 28%
Compensation 34%
Financial Structure 16%
Dividends 5%
Shareholders' proposals (*) 64%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 652
% of votes in favour of Shareholders' Proposals 69%

% for each theme

Compensation 84%
Governance 77%
Board structure 59%
Climate 88%
Environment 92%
Social / Health / Human Rights 82%
Other 53%
Breakdown per ESG Items

Environment / Climate 122
Social 1,823
Governance 12,249
For 10,764 (76%)
Against 3,292 (23%)
Abstain 138 (1%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 100%
Europe 99%
Oceania 100%

(< (> ()



329 Engagement Report 2023 Governance and Voting

Amundi UK
Global Statistics
Number of companies 193
Number of meetings 197
6 of meetings voted with at least one vote “Against Managemen 6
% of ti ted with at | t te “Against M t” 69%
Number of items 3,003
% of items voted “Against Management” (*) 22%
Votes “Against Management”
Number of items voted “Against Management” 661

Breakdown of votes “Against Management”

Board structure 67%
Compensation 15%
Financial Structures 2%
Dividends 0%
Shareholders' proposals 12%
Others 4%

% of votes “Against Management” for each category

Board structure 23%
Compensation 29%
Financial Structure 6%
Dividends 2%

Shareholders' proposals (*) 70%
Other 9%
Number of Shareholders’ Proposals 121

% of votes in favour of Shareholders' Proposals 67%

% for each theme

Compensation 100%
Governance 60%
Board structure 25%
Climate 100%
Environment 100%
Social / Health / Human Rights 74%
Other 38%
Environment / Climate 31

Social 332

Governance 2,640

Instructions

For 2,380 (79%)
Against 615 (20%)
Abstain 8 (0%)
Voted meetings per Continents

Americas 100%
Asia 100%
Europe 100%
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BFT IM
Global Statistics
Number of companies 677
Number of meetings 720
% of meetings voted with at least one vote “Against Management” 83%
Number of items 11,599
% of items voted “Against Management” (*) 25%
Votes “Against Management”
Number of items voted “Against Management” 2,840

Breakdown of votes “Against Management”

Board structure 41%
Compensation 31%
Financial Structures 18%
Dividends 1%
Shareholders' proposals 3%
Others 7%

% of votes “Against Management” for each category

Board structure 27%
Compensation 36%
Financial Structure 28%
Dividends 4%
Shareholders' proposals (*) 63%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 190
% of votes in favour of Shareholders' Proposals 63%

% for each theme

Compensation 53%
Governance 60%
Board structure 60%
Climate 84%
Environment 80%
Social / Health / Human Rights 89%
Other 45%
Environment / Climate 47

Social 2,080
Governance 9,472

Instructions

For 8,742 (75%)
Against 2,807 (24%)
Abstain 50 (O%)
Voted meetings per Continents

Americas 99%
Asia 100%
Europe 98%
Oceania 100%
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CPR AM
Global Statistics
Number of companies 1,573
Number of meetings 1,820
% of meetings voted with at least one vote “Against Management” 73%
Number of items 23,693
% of items voted “Against Management” (*) 25%

Votes “Against Management”

Number of items voted “Against Management” 5,786

Breakdown of votes “Against Management”

Board structure 57%
Compensation 22%
Financial Structures 8%
Dividends 1%
Shareholders' proposals 6%
Others 6%

% of votes “Against Management” for each category

Board structure 29%
Compensation 34%
Financial Structure 19%
Dividends 9%
Shareholders' proposals (*) 64%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 675
% of votes in favour of Shareholders' Proposals 69%

% for each theme

Compensation 80%
Governance 72%
Board structure 53%
Climate 87%
Environment 95%
Social / Health / Human Rights 83%
Other 58%
Breakdown per ESG Items

Environment / Climate 141
Social 3,210
Governance 20,342
For 17,889 (76%)
Against 5,524 (23%)
Abstain 280 (1%)
Voted meetings per Continents

Africa 93%
Americas 99%
Asia 99%
Europe 98%
Oceania 100%
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Sabadell Asset Management

Global Statistics

Number of companies 515
Number of meetings 629
% of meetings voted with at least one vote “Against Management” 66%
Number of items 7,316
% of items voted “Against Management” (*) 23%

Votes “Against Management”

Number of items voted “Against Management” 1,669

Breakdown of votes “Against Management”

Board structure 56%
Compensation 18%
Financial Structures 10%
Dividends 1%
Shareholders' proposals 9%
Others 6%

% of votes “Against Management” for each category

Board structure 28%
Compensation 29%
Financial Structure 17%
Dividends 6%
Shareholders' proposals (*) 66%
Other 8%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 249
% of votes in favour of Shareholders' Proposals 70%

% for each theme

Compensation 88%
Governance 57%
Board structure 43%
Climate 96%
Environment 100%
Social / Health / Human Rights 80%
Other 58%
Breakdown per ESG Items

Environment / Climate 56
Social 884
Governance 6,376
For 5,714 (78%)
Against 1,560 (21%)
Abstain 42 (1%)
Voted meetings per Continents

Africa 100%
Americas 89%
Asia 100%
Europe 97%
Oceania 100%
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Société Générale Gestion

Global Statistics

Number of companies 1134
Number of meetings 1,206
% of meetings voted with at least one vote “Against Management” 80%
Number of items 18,525
% of items voted “Against Management” (*) 26%

Votes “Against Management”

Number of items voted “Against Management” 4,690

Breakdown of votes “Against Management”

Board structure 56%
Compensation 24%
Financial Structures 8%
Dividends 1%
Shareholders' proposals 6%
Others 5%

% of votes “Against Management” for each category

Board structure 29%
Compensation 35%
Financial Structure 19%
Dividends 5%
Shareholders' proposals (*) 67%
Other 7%
Votes in Favour of Shareholders' Proposals

Number of Shareholders' Proposals 595
% of votes in favour of Shareholders' Proposals 66%

% for each theme

Compensation 76%
Governance 64%
Board structure 57%
Climate 86%
Environment 86%
Social / Health / Human Rights 80%
Other 40%
Breakdown per ESG Items

Environment / Climate 139
Social 2,919
Governance 15,467
For 13,890 (75%)
Against 4,545 (25%)
Abstain 90 (O%)
Voted meetings per Continents

Africa 100%
Americas 100%
Asia 100%
Europe 100%
Oceania 100%
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A. Sustainable Bonds Engagements

Engagement at the Green, Social, Sustainability
bond (“GSS bond”) level is primarily intended to
strengthen the confidence in the investments
made. It covers transparency as well as ESG
practices with two overall aims:

1. Clarify and improve information at the bond
level: finding why the allocation and/or impact
report is missing, understanding calculation
methodology of problematic data, promoting
ICMA  harmonised framework for impact
reporting, promoting Life Cycle Assessment
(LCA) considerations, alignment with the EU
Taxonomy and so on.

2. Encourage issuers to integrate better ESG
practices: encouraging issuers to set targets
for their ESG strategy that allow them to
contextualise their GSS bond framework,
improve their E&S policies, get details from
the issuer on the remediation plan set to
address a controversy and so on.

In 2021, we launched an engagement covering the
adoption of ICMA’s impact guidelines and LCA.
Going forward into 2022, our engagement grew
to cover ESG practices (notably environmental
and social risk on projects financed) related
to emerging market banks. Finally, in 2023,
the engagement evolved to also target MDBs
(multi-development banks) and focused on
transparency (as described below). In addition
to these specific efforts, engagement is also
conducted throughout the year when needed
on key topics such as lack of reporting, eligibility
within the GSS framework, overstated data, and
controversies.

Engagement on Impact reporting practices and LCA

Context

Amundi initiated a green bond engagement
campaign in 2021to encourage greater adoption
of ICMA’s Harmonised Framework for Impact
Reporting (the “Framework”) and Life Cycle
Assessment (LCA). As a green bond investor,
the assessment of the green bond and measure
of impact from green projects do not stop at
the point of issuance, but the process continues
throughout the duration of the green bond whilst
it is outstanding via what is called allocation and
impact reporting. For proper governance and
integrity in the green bond market, we work
with green bond issuers and ensure continuous
efforts are made to improve transparency,

Amundi Actions

comparability, and granularity of the reported
metrics over time. We also aim to ensure that
impact reporting clearly specifies the measures,
methodologies and assumptions applied in the
environmental impact assessment. 2023 was the
third year of this particular engagement topic,
and a majority of issuers have shared some
levels of difficulties to collect, analyze and report
the relevant climate impacts and metrics when
projects cover a wide variety of categories,
especially scope 3 to certain extent. This year
marked the last year of this engagement with
the same green bond issuers on tracking their
progress and status.

We have engaged with a total of 20 issuers since 2021, with an equal split between developing and
developed markets, from 6 different sectors: automobile, bank, real estate, transportation, utilities,

and renewable energy.
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Engagement Objectives

There were two broad aims for our engagement
that apply to all sectors:

1. Encourage alignment with the ICMA
Harmonised Framework for Impact Reporting
(the “Framework”) - the Framework outlines
recommendations for impact reporting in
order to provide green bond issuers with
guidance on core indicators and impact
reporting metrics for certain projects and
sectors.

2. Encourage adoption of the Life Cycle
Assessments approach for their green bond
impact reporting (the “LCA”) - an impact
evaluation of relevant energy, material inputs
and environmental releases associated with
each process, component product, and/or
service over the cycles of design, production,
use, consumption and disposal.

Engagement Outcomes & Issuer Momentum

In this specific engagement, many issuers have
positively acknowledged our sharing of industry
best practices and taken in our feedback
for consideration. By the third year of this
engagement, a total of 5 out of the 20 issuers
have shown positive outcomes as a result of our
direct engagements where actions were taken
to improve their alignment to the Framework
and/or adoption of LCA approaches. The
companies that displayed positive progress
have demonstrated the following behaviors:

1. Indicate that they will look to alignment with
the ICMA Harmonised Framework for Impact
Reporting for their subsequent green bond
issuances, and not for current outstanding
issuances as this may take considerable
resources and time for infrequent issuers.

2. Indicate that they have already taken steps
and worked on the implementation of the
Framework but the publication of the new
impact reporting is intended for future with
no timeline indicated;

3. Intend to increase the frequency of their
impact reporting from previous commitment
of reporting “until the proceeds have been fully
allocated” to “ongoing basis as long as there
is green bond outstanding” from the issuer,
which means they could be reporting well
after the proceeds have been fully allocated;

4.Improve the overall sustainability data
reporting and transparency, with a particular
focus on Scope 3, but this may take quite
some time to get the accurate data with
collection process needs to be established at
the entity level. This then may or may not be
translated into LCA assessment at the green
bond reporting level, which means they would
need to be able to quantify at different project
levels eligible under green asset pool.

Outcome for Harmonised Framework for Impact Reporting

More progress has been seen around the
adoption of the Framework, which we believe
has to do with greater awareness and more
efficient collection of non-financial data and
drivers that make impact data on project level
readily available. One of the main drivers is the
publication of international guidance intended
to provide greater standardisation on impact
measurement and reporting, such as quantitative
emission measurement measures found in the
GHG accounting standards published by PCAF,

and the suggested impact reporting metrics for
each green bond project category published by
the ICMA Impact Reporting Working Group. We
would also expect EU Green Bond Standard (EU
GBS), albeit voluntary basis, to help and increase
transparency for impact reporting as issuers
who wish to adopt EU GPB publish green bond
factsheet and the required allocation and impact
reporting, besides EU taxonomy alignment.
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Graph 31: For Harmonzied Framework for Impact Reporting, there are some progress

and commitments seen over the past year
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Scoring methodology

Each issuer is first segregated based on their sector and an individual score is assigned for 2
pillars: @ Degree of alignment with the Harmonised Framework and @ Degree of alignment
with LCA reporting. Scores ranged from 1 to 3 with an interval of 0.5, with 1 referring to none
to minimal alignment and 3 referring to considerable efforts for alignment. After scores of
each issuer are tabulated, an average score is calculated for the entire sector. Average sectoral
scores were determined across the three-year engagement period (2021-2023) to demonstrate

the evolution over time.

Some issuers also raised the feedback that
ICMA’s Framework and recommended impact
indicators are applicable to certain project
categories and may not be applicable to all
eligible projects. Most of the impact indicators
are usage-related metrics so they may not be
applicable for certain projects or sectors that
are more service oriented such as car leasing or
property management.

For example, the indicators proposed for
biodiversity only partially cover biodiversity
in agricultural production systems, e.g. the

transfer of unsustainable agricultural production
into biodiverse food systems (agroecology)
or biodiversity in urban environments. The

indicators may not be transversal across different
sectors and thus anissuer from a non-agriculture
sector that is engaged in a biodiversity-related
project may use other impact indicators that
are more relevant for their sector context.
When we engaged with a grid operator on
its biodiversity project related to landscape
conservation and restoration, the operator took
into account impact metrics that were relevant
to their circumstances and went with the laying
of underground cables (km) and demolition of
lines (km) as the primary indicators, instead of
indicators such as increase in natural landscape
area that are more relevant for the agriculture
production or forestry industry.
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Outcome for the LCA Assessment

In relation to the LCA assessment in green bond
impact reporting, we understand that the hurdle
seems to be greater. More progress related to
LCA assessment is generally being carried out at
the overall business operation and sustainability
reporting. This may have to do with the fact
that scope 3 emissions data remain one of
the biggest challenges for many issuers, but
progress in supplier data guality and availability
is being made. LCA assessment at green bond
impact level is also more granular in terms of
data collection requirements. Those already
adopted LCA approach have methodologies
and calculations well documented, and
some even verified by independent parties.

LCA approach is considered common in
manufacturing industry; whereas for issuers in
other industries would typically start with TCFD
adoptions and this is where disclosure of Scope
1, 2 and 3 emissions data come in. Issuers then
need to work on data collection to be able to
assess the product life cycle and entire value
chain emissions impact. Once the issuers have
a better grasp of their emissions data collection
and more comprehensive view of their emission
across the value chain, they can then look into
LCA approach within the eligible project or asset
level in green bond reporting.

Graph 32: LCA for impact reporting with minimal progress seen over the past year
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alignment

A good example of progress and positive
development seen is Volvo Cars. In their 2022
green bond reporting, they enhanced their
allocation and impact reporting to better
alignment of the Framework and included LCA
methodology and assumptions used. Please see
page 340 for more details. There has also been
positive progress observed in the renewable
sector. Following our recommendations on the
need to engage with suppliers and end users to
retrieve more data for LCA measurement and
reporting, one issuer expressed that they have
begun to look into this and there is currently
a screening process in place. The issuer also
intends to further engage with a professional
verifier and consultant to improve on their
tracking and measurement of Scope 3 emissions.

Utilities

Renewable Transportation

B Average Score in 2023

= none to minimal alignment, and 3 = considerable efforts for

We will continue to monitor for progress and
disclosure made on this front.

Often, LCAs are based on ISO methodologies,
and as seen from the example of the renewable
sector issuer, some issuers would work with
professionals such as external consultants,
external research or academic bodies with
specialty in this area to help them overcome
certain challenges they face in emission
methodology or data collection. System and
technology are becoming more important as well
when it comes to data integrity and consistency.
We continue to encourage companies to work
with external expertise where needed to improve
on their data collection and transparency across
the value chain.
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As we came to the conclusion after 3 years of
engagement on these 2 topics, we noticed that
on average, issuers in DM have better alignment
to the Framework and LCA, largely driven by the
higher alignment of the Framework on impact
reporting from the start of the engagement,
in addition to the progress seen over the past

Graph 33: Average Score (Region)

few years. This may be attributable to investor
demand on impact investing and the push for
greater transparency onimpact measures, as well
as market development such as the introduction
of the EU GBS as the “gold standard” for green
bonds. Nevertheless, selected issuers in EM are
also showing some improvements in both topics.

H 2021 W 2022 H 2023

Graph 34: Harmonised Framework (Region)

Graph 35: LCA (Region)
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We observed that issuers in the transportation
and automobile sector are considered advanced
and early adopters in both Harmonised
Framework and LCA approach on their impact
reporting. LCA is used in automobile industry as
environmental assessment, management, help
to identify hotspots and areas of improvement,
and is commonly based on ISO standard and
methodology.

B Average Score (2021)
B Average Score (2022)
B Average Score (2023)

For issuers in other sectors, the adoption of both
practices seems to be rather scattered. One
factor seems to be the frequency of accessing
green bond market as a few issuers shared that
they would look into these practices when they
are next looking into issuance in the green bond
market, and this would be highly subject their
financing/refinancing needs and general market
conditions.
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Next Steps

Overall, we are seeing a good understanding from issuers on investors’ demand for more details of
impact reporting metrics and data, gradual improvements for some of their existing impact reporting,
and certain level of commitments for future issuances. We will close this three-year engagement;
however, we will continue to work with green bond issuers and encourage best practices for
comprehensive disclosure of their allocation and impact reporting.

Case study 75: Engaging with a Volvo on Impact Reporting and
LCA Alignment

Context

Volvo Cars (the “Issuer”) is a global automotive company, headquartered in Sweden. Volvo
Cars is taking action to reduce GHG emissions across its value chain, and targets to become
climate neutral by 2040, while meeting interim targets including only manufacturing all-
electric vehicles by 2030. To contribute to the development of electric vehicles and support
its transformation and electrification strategy for sustainable mobility, the Issuer published its
first Green Financing Framework in 2020 to pave the way for its green financing instruments
including its first green bond to finance the design, development and manufacturing of battery
electric vehicles (BEVs). later in the year.

Since 2021, we have been in close discussion with the Issuer on their green bond framework,
allocation and impact reporting until end of 2023. The Issuer further updated its green financing
framework in May 2023 to reflect its sustainability strategy and integrate latest market practices
and standards to align with ICMA Green Bond Principles, and on best effort basis, aims to align
with ICMA’s Harmonised Framework for Impact Reporting. It has been updated to prioritise
projects aligned with the EU Taxonomy, including substantial contribution, DNSH and minimum
social safeguards criteria. In addition, the Framework is designed to be consistent with the EU
Green Bond Standard, which is considered as gold standard for green bond Issuers.

Amundi Actions

Amundi has engaged with the Issuer on the best market practices of the adoption of the
Harmonised Framework for Impact Reporting, which provides guidelines to issuers on how
to estimate the environmental benefits of various projects, conduct LCA assessment, and
encourage Issuers to disclose greater transparency around project level details.

Although green bond issuers from manufacturing intensive sectors such as automakers
generally report relatively high level of alignment on their green bond reporting standards
as compared to other sectors based on our findings, the level of disclosure still varies, and
many of them have yet updated the green finance framework to include EU taxonomy activity
details and alignment. We continue to engage with the issuer on the challenges they face with
adopting green bond market standards and provided them with recommendations on what
we consider to be best market practices. Key Objectives for our engagement were as follows:

- Improve granularity in its green bond reporting: Volvo Cars’ original green bond reporting
offered little granularity on project descriptions and reports the annual corporate
performance of selected environmental impact indicators including “Total CO, tailpipe
emissions avoided (kilo tonnes)” and “Tailpipe CO, emission reduction per vehicle (baseline
2018)” as the representation of the environmental impacts of the allocated proceeds, and as
pro-rated data based on the financed share of the bond.
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- Better alignment with the ICMA harmonised framework for impact reporting: We shared
with Volvo Cars green bond market practices and investor expectations to better align their
reporting on the environmental impact metrics related to the share of allocated proceeds,
LCA assessment, and disclosure of EU taxonomy. Specifically as part of the Framework
recommendations, the impact report should illustrate the expected environmental impacts
as a result of projects whereby the data is pro-rated based on the financed share of the
green bond proceeds.

Engagement Outcomes and Issuer Momentum

Since the beginning of our engagement in 2021 and taking in investor feedback, Volvo Cars
has made progress to enhance its green financing report in 2023, and expanded its financing
project descriptions such as the electric propulsion technology for its second generation BEV
architecture. There is also further breakdown of its allocation of finance/refinance % into 3
categories: R&D, manufacturing (including tooling and facilities), and other. The Issuer continues
to report impact metrics based on annual corporate performance on selected environmental
indicators as a proxy, and a positive development of these indicators over time can show
that the expected environmental benefits of clean transportation. According to Volvo Cars, it
adopts this approach due to the fact that the estimated environmental benefit of the allocated
proceeds will be realised over several years and will be dependent on levels of future battery
electric vehicles manufacturing and sales volumes. Even though the Issuer’s reported “Number
of BEV cars sold” can help to estimate the impact metrics from the allocated share, we still
encourage the Issuer to report estimation of the impact and detailing the method of estimating
the impacts.

- For LCA reporting, the Issuer is disclosing the average LCA carbon footprint of each new
fully electric model. Since 2019, every new Volvo car launched has been electrified and the
Group is publicly disclosing the average life - cycle assessment (LCA) carbon footprint of
each new fully electric model. For Volvo Cars, Scope 3 emissions data remains the biggest
challenges on data collection, similar challenge for the general industry, but progress in
supplier data quality and availability are being made for the Issuer.

- Furthermore, the Issuer has updated its green financing framework in May 2023 to
reflect alignment with the latest EU taxonomy technical screening criteria for substantial
contribution on climate change mitigation, and how it integrates the assessment of the
DNSH criteria and minimum social safeguards criteria in its yearly risk assessment. For
example, the Issuer assessed its compliance with DNSH climate adaptation in 2022 by
performing climate risk assessment of its global manufacturing sites.

Next Steps

It is great to see that Volvo Cars has committed to the development of green bond markets in
terms of improving its green finance framework and related allocation and impact reporting to
be better aligned with market standards such as ICMA, as well as EU taxonomy disclosure and
EU Green Bond Standard. It also adopts practices on being transparent and consistent when
comparing data on a year-on-year basis, although it should further improve on providing the
impact on the estimated share of allocated amount, and possibly geographical breakdown. As
green bond market continues to evolve, the Issuer aims to continuously enhance its approach
and respond to changes in industry best practice and market expectations.

Given the positive progress we have observed post-engagement, we consider the issuer to be
a leading player in its peer sector group in terms of green bond reporting practices and will
conclude the current engagement campaign.
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Case study 76: Engagement Case Study: Orsted

Context

In May 2023, @rsted, wanted to finance investments in offshore biodiversity, in line with its 2030
commitment to achieve a net-positive impact on biodiversity, as well as in sustainable shipping.
To do so, the company used a five-year private placement of EUR 100 million labelled as a blue
bond with the following expected allocation:

- 60% of the proceeds will be dedicated to projects under “marine ecosystem restoration «like
noiseless foundation installation trials, oyster, seagrass, saltmarsh and mussel restoration as
well as habitat for seabirds.

- 40% of the proceeds will be allocated to projects under “sustainable shipping and port
logistic sector” with projects on e-methanol production and vessels decarbonisation.

Orsted whilechampioning the transition to a clean energy economy with a strong decarbonisation
strategy in place (NZ goal by 2040 on scopes 1, 2, and 3 and 1.5C SBTI scenario approved), it
has also made significant strides in biodiversity and marine ecosystem protection/preservation.
Over the years through various engagements, the company has shown a strong internal
momentum and commitment in minimising its ocean impact. Based on its achievements and
current strategy, we believe that Orsted can be qualified as a solid proponent of a blue bond and
this allowed us to ensure and verify that Orsted’s projects, strategies and policies are aligned
with Amundi green bond criteria.

We are favourable to all projects leading to a more sustainable economy and impact financing.
The Oceans-oriented issuances are not frequent, and it could boost the interest from the
issuers with activities highly Ocean-dependent to help them to build a sustainable business.
Oceans are more and more under pressure and in order to use the full potential of the Ocean
Economy we must correctly manage Oceans, using their resources sustainability and reduce
environmental pressures.

However, the Blue Bond presented at first didn’t follow ICMA’s principles as there was no
Framework with blue categories. Even if the projects were aligned with the EU Taxonomy and
our criteria, the Blue Bond wasn’t eligible as it did not respect ICMA’s Principles. Categories
from the ICMA’s Principles are crucial to ensure traceability of the proceeds raised, additionality
of the projects and measurability of the impact.

The market is seeking clear guidance on project eligibility criteria, translating general Blue
Economy Principles towards guidelines for Blue Bond financing. More and more initiatives arise
from institutions and the market will grow and gain clarity with time running but all definitions
are not harmonised.

Amundi Actions

We started engaging with Orsted in 2021 but continued into 2023 including on blue bonds.
Amundi generally supports the issuance of Blue Bonds, but with a dedicated Blue Bond
Framework aligned with the ICMA’s Green Bond Principles (GBP). According to the GBP, Blue
Bonds are considered Green Bonds when they adhere to the four core components of the
GBP. We recommended the issuer to develop a comprehensive Framework that encompasses
the projects under this issuance and the other three pillars. This Blue Bond Framework could
incorporate Renewable Offshore Generation and the specified categories: Terrestrial and
aquatic biodiversity and clean transportation. Regarding activities, we mostly endorse the
projects outlined in the use of proceeds, with some exceptions. To ensure the effective use of
proceeds for offshore biodiversity restoration and sustainable shipping initiatives, we proposed
a list of key performance indicators (KPIs) and recommendations.
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Engagement Objectives

1. Development of a Green Bond Framework «dedicated to Sustainable Oceans» (or Blue Bond
Framework).

2. Development of more material KPIs and disclosures in line with the company’s strategies to
ensure effective utilisation of proceeds for offshore biodiversity restoration and sustainable
shipping initiatives (ex: relevant modelling to identify baseline scenarios and information
on biodiversity values, their current condition, and trends before project commencement,
KPI for increasing biodiversity and water quality, % of capex allocated to generate positive
impacts on oceans etc.).

Engagement Outcomes and Issuer Momentum

Since the start of our engagement in 2021, the company made significant progress raising
its ambition and practices to achieve its target of net-positive biodiversity impact by 2030,
leading to an increased emphasis on their impact on oceans. Key achievements include the
recent successful completion of a pilot measurement framework for construction assets and
plans to scale it globally in the near future as a second stage.

Moreover, in May 2023 Orsted provided a Blue Bond Framework as requested. The Framework
complies with ICMA’s Green Bond Principles (GBP) and is built upon Orsted’s Green Finance
Framework (dated May 2022). This last has received the highest grading - a dark green
shading - from CICERO Shades of Green, following a review of categories such as Use of
Proceeds, Process for Project Evaluation and Selection, Management of Proceeds, Reporting,
and Transparency. Additionally, the Blue Bond Framework aligns with the IFC Blue Finance
Guidelines (dated January 2022), providing an additional layer of standardisation and guidance.
This enabled Amundi to participate in the Blue-Economy focused bond issuance, contributing
to innovations in line with existing Green Bond Market standards. Such an approach has proven
instrumental in directing public and private funding towards the marine’s ecosystem mitigation
activities.

Next Steps

@rsted is encouraged to update its Green Finance Framework from 2022 to incorporate blue
projects and categories. In September 2023, ICMA provided a practitioner’s guide for bonds
financing the sustainable blue economy. This voluntary guidance is intended for broad use
across the market to provide issuers with guidance on the essential components of launching a
credible «blue bond”. We expect Orsted to update its main framework to include blue categories
based with this voluntary guidance and the last market standards.

We also look forward to the inaugural allocation and impact blue report, expected one year
after issuance. This report will be essential for a thorough evaluation of the financing’s actual
impact on oceans.
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Engaging with EM Banks on the Consistency of their ESG practices

within their Green Bond Issuances

Context

In 2022, we started an engagement with about
a third of the issuers within the APEGO fund,
which invests in green bonds issued by banks
located in emerging economies. We sent out
a guestionnaire covering questions relating to
ESG strategy and green bond allocation and/or
impact reporting practices for 10 banks within
the portfolio to receive a more precise view
on their ESG profile, out of which we received
responses from 7 of them. In 2023, we followed
up from the responses received to tailor our

Amundi Actions

As a recap from the campaign last year, the
guestionnaire sent out covered 6 main themes
dedicated to assess various aspects on the
issuer’'s ESG strategy green bond practices. The
primary objective of the questionnaire was to
ensure that the issuer’s ESG strategy is closely
aligned with their green bond framework and
we are looking for evidence that the green bond
would play a critical role in supporting the issuer
to achieve their ESG targets and ambitions. We
raised questions related to the lending practices
such as having dedicated green loan offers or
target on the percentage of new business that
has to be dedicated to sustainable projects.
The project selection practices have also
been questioned to ensure that they do not
significant harm other sustainability factors and
that minimum social safeguards features are
considered, amongst other topics. The 6 themes
are as follows:

Engagement Objectives

the main objectives of our engagement is to
foster better ESG practices:

- Make recommendations to the banks related
to their climate risk strategy that should be
part of the assessment of assets financed by
GSS bonds

recormmendations to each of the banks based on
the areas of strengths and areas of improvement
we have observed, and to better support them
in their ESG journey through providing guidance
on best practices. As an extension to this
campaign, in 2023, we further expanded our
engagement to cover 19 new issuers within the
APEGO portfolio. Combining both the 2022 and
2023 campaigns, we have reached out to most
of the emerging market banks in the portfolio.

1. Exclusion policies applied to lending practices

. Carbon footprint of internal operations

. Net zero targets and strategies

.Climate risk assessment and governance

. Sustainable lending practices and associated
products

.Management of negative externalities that
may arise with project lending

aunhWwWN
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Following the responses received from the
7 banks, we conducted a review and made a
scoring of the banks’ performance across the 6
pillars. An anonymised chart was then generated
which provides a peer-to-peer comparison
of the performance of the bank with other
comparable banks within the engagement pool.
This comparison chart functions as a helpful
resource for the bank to benchmark their ESG
performance with their peer group, and allowed
us to craft more specific recommendations
based on areas identified to require more work
on. The questionnaire sent in 2023 for the
new issuers followed a similar format and also
included the six mains themes.

- Encourage banks to develop a sustainable
business that gives a rational for the GSS
bonds issuance

- Ensure that the banks have an environmental
and social risk management in place for the
projects funded by the GSS bonds
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Engagement Outcomes

Issuing sustainable bonds on the international
market comes with the need to interact with
foreign investors, and transparency is key to
support sustainable financing. Dialogue is a
powerful way to better understand the current
practices of issuers and foster improvement,
and we can also communicate with issuers on
certain best practices.

Compared to when the engagement campaign
was launched in 2022, we have noted positive
progress in some of the banks for 2023. In
particular, one bank had published a net-zero
roadmap which included sectoral emission
reduction targets by 2030, commitment to
cease all new financing of thermal coal mining
and coal-fired power plants by 2023 and
disclosure of their own operational emissions.
Another bank took our feedback on the
importance of reporting on financed emissions,
but also highlights the poor quality of data
from borrowers as one key challenge. One bank
also displayed receptiveness to considering
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alignment with IFC, EBRD and EIB standards in
their environmental and social risk management
and would bring the discussion to their risk
management team for consideration.

We also observe that certain banks were more
advanced than others in terms of having a
greater scope of coverage in their exclusion
policies (covering not only coal, but also to Oil
& Gas and deforestation), having in place more
robust environmental & social risk management
oversight and more detailed climate risk
assessment that utilizes scenario analysis and
independent verification. However, in general
across the banks, we continue to observe limited
targets in place for phasing out from fossil fuels
beyond coal, limited assessment of Scope 3
financed emissions in lending portfolio, and in
some cases, lack of a Net Zero target. Therefore,
conversations need to continue to emphasise
the importance of improving the bank's ESG
policies in these areas.

BANK E BANK F BANK G

B Lending Practices M Externalities of projects
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Scoring methodology

Each bank was assigned individual scores for each of the 6 pillars and each individual pillar
contained sub-categories where a Yes/No was assigned depending on whether the practice
was observed. For instance, under the “Net Zero” pillar, examples of sub-categories includes
whether the issuer has a Net Zero pledge and emission scopes (Scopes 1/2/3) that have in
place a reduction target. Scores from sub-categories were tallied to give an overall score for

the pillar.

In addition, following the responses we received
from the 7 banks, we have also provided the
following recommendations specifically in
relationto green bondissuance and management
of associated project risks financed by the bond:

- Climate risk: Implementing physical
risk assessments on loan portfolios and
investments, first at the origination of the loan
and second, a review conducted on a regular
basis typically annually, and risk management
procedures particularly for assets that are
considered to be of high physical risk. It is
imperative for assessment to be conducted
before investment is made so that the long-
term viability of assets is considered to
avoid premature write-off or asset stranding.
Disclosure should also be made publicly on
the how the assessment was conducted (e.g.
exposure analysis, scenario analysis, stress
testing, the specific IPCC scenario used), and
whether there is an audit process in place
(either internally or externally) to verify that
the policies are effectively applied.

- Sustainable lending: Setting targets around
the % or amount of new business dedicated
to sustainable lending and having sustainable

Next Steps

The engagement campaign and approach has
enabled us to effectively identify the gaps in the
ESG strategy and lending practices of the banks
and benchmark their performance within the
peer group. Following the recommendations,
we have sent out to the banks in 2023, we will
continue to have conversations with the banks
in 2024 on the consideration and eventual
implementation of these recommmendations, as
well as to track their progress in the coming year.

product offering (such as discount rate for
green loans; better affordability for asset
renovation / debt staggering for low-income
borrowers). This provides evidence linking
the rationale of green bond issuances to

the bank’s ESG strategy in terms of the
sustainable assets being financed through the
green bonds, and disclosure on sustainable
CapEx would be a core guantitative metric
here.

- Externalities of projects: E&S risks
mMmanagement processes in place for financing
of projects, disclosure of risk mitigation
steps for risky lending and use of external
certifications to ensure that project financed
do not have negative externalities. We
recommend alignment of such policies with
international standards (such as IFC, EBRD,
EIB, Equator Principles). We also look out
for governance structure in place to oversee
E&S management, particularly on human
rights due diligence, and relevant escalation
& engagement processes in place in response
to project controversies (e.g. grievance
mechanisms, stakeholder engagements,
appropriate remediation plans).

For the 19 new banks that we have included in
the campaign, we will adopt a similar approach
and highlight areas of strength and improvement
based on their responses to the questionnaire.
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Case study 77: Engaging with an Asian Multilateral Development Q

Bank

Context

Amundiengaged with aregional development bank that supports projectsin developing member
countries that create economic and development impact, delivered through both public and
private sector operations, advisory services, and knowledge support. The bank launched its
first themed bond for sustainable development (‘water bonds’) in 2010 and has since expanded
its theme bond offerings to include heath, gender, and education bonds. The projects funded
by the theme bonds are intended to align with the UN SDGs on quality education, gender
equality, clean water and sanitation, and good health. Total issuance of theme bonds exceeded
USD 5.8 billion in 2022, an increase from USD 5.1 billion in the previous year.

The bank was identified for engagement as their theme bonds do not contain a framework
that complies with international standards and has limited details in terms of reporting of bond
proceeds and impact data.

Amundi Actions

Since 2022, Amundi has raised the issue with the bank to develop a framework for their themed
bonds that is aligned with the ICMA Principles for Green, Social or Sustainability bond issuances,
which is a minimum requirement in our investment screening process. In addition, the bank
has previously developed a Green and Blue Bond Framework that complies with the ICMA
Green Bond Principles and received a second-party opinion. Given their past experience, we
are therefore encouraging the issuer to transpose the best practices from their green and blue
bond framework to their themed bonds.

Engagement Objectives
Key objectives for our engagement were as follows:

- Publish a framework that aligns with ICMA Principles covering the four core pillars of: @ Use
of proceeds, @ Process for project selection and evaluation, ® Management of proceeds, @
Reporting.

- Commit to reporting on allocation of bond proceeds and specifying the impact indicators
used for projects, with reference to reporting guidance from the ICMA Harmonised
Framework for Impact Reporting.

- Encouraging other reporting best practices, including pro-rated impact data reporting and
breakdown between financing and refinancing share.

Engagement Outcomes and Issuer Momentum

Since engagement, the bank acknowledged that the themed bonds are not aligned with the
ICMA Principles, citing that the bonds were initially offered under private placement and the
target pool of investors were generally comfortable with the how the bonds were structured
despite lacking in ICMA alignment or not having a second-party opinion attached. The investor
pool preferred the specific themes tagged to the bonds instead of the generic “social” or
“sustainability” labels prescribed by ICMA. The bank has also provided assurance that in practice,
all requirements set out by the ICMA Principles were met. For instance, the bank publishes
annually a Development Effectiveness Review report that details the bank’s performance
results for the past year across 60 indicators and progress towards their strategic priorities.
The indicators range from extent of access to education for women, to employment growth
and amount of health financing by the bank. However, the reporting practice continues to be
done at an aggregate level based on all of the bank’s activities, and there is limited information
as to how the bond allocations were distributed. On reporting, we still prefer to see it done at
the bond level for greater transparency on how the proceeds were disbursed. The bank has also
expressed that they do not discount the possibility of considering ICMA alignment in the future.

Next Steps

We will continue to encourage the bank to develop a framework that is ICMA aligned to meet our
investment requirements and expectations. We will also continue to encourage better practices
in reporting to improve on the transparent communication of bond proceed allocation and
impact data.
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Engaging on Social Bonds with Multilateral Development Banks

Context

Multilateral Development Banks (MDB) play an
integral role in providing financing and technical
expertise for developing nations to facilitate
a variety of projects that improve economic
development and overall social well-being.
According to a joint report published by a group
of MDBs in 2023, a total of USD 63.3 billion in
private financing were mobilised by MDBs for
the year 2021 directed towards middle- and
low-income countries. MDBs are also one of the
leading institutions behind the issuance of social
bonds.

MDBs and Agencies finance many sustainable
projects. However, one project can have a
positive impact on a social/environmental
objective and on the other hand, potentially
harm on other aspects. MDBs and Agencies
have controversies linked to the negative
externalities of the projects they developed that
are sometimes not well addressed. We have
already seen some renewable energies projects
harming biodiversity or leading to displaced local
population. MDBs and Agencies used to operate
in developing countries where the environmental
or social situation could be unigue. The rationale
behind the projects is key to help us understand
what are the main challenges of the regions and
how the projects will help mitigate the situation.

Amundi Actions

Finally, MDBs and Agencies provide allocation
and impact reports that are very detailed at
project level. However, these reports are not
clear enough and lack the concise data that we
need. Besides, the multitude of different types
of data, formats and standards makes it difficult
to compare the impact of obligations correctly.
In addition, some issuers don’t even have a
framework while this requirement is a minimum
standard to ensure good practices such as a
correct management of proceeds and selection
of projects. The framework also ensures a clear
and restricted list of projects with an attached
level of ambition of the projects to be potentially
financed by the bond. It also details how the
issuer intends to report on its social bonds.
Moreover, some issuers do not have a second
party opinion, which is also important to review
the quality of the framework they published.

As such, in an effort to foster best practices
in the social bond market, Amundi launched
an engagement campaign in 2023 targeting
MDBs to better understand their approach
towards issuing social bonds based on their
social agenda, and to promote transparency and
more robust disclosure of social projects and
associated impacts.

A total of 21 MDBs and related agencies were engaged in 2023, which includes a mix of both regional
developmental finance institutions and national public sector banks.

Engagement Objectives

The engagement campaign had three main
objectives:

1. Encourage stronger contextualisation of
social bond project categories with issuer’s
social priorities, and clearly defined target
population for the projects.

2. Develop stronger alignment of social
bond framework with ICMA Principles and
improving transparency in the reporting of
bond allocations and impact data.

3. Implement appropriate social safeguards,
due diligence and risk mitigation measures to
ensure that financed projects do not result in
negative externalities or severe controversies.
Projects should also promote additionality
and high impact.
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Engagement Outcomes & Issuer Momentum

As of today, 43% of the engaged issuers
answered and 24% are still working on. As MDBs
and Agencies are key issuers on sustainable
markets and Amundi a key Asset Manager, we
have regular discussion with them and feel the
lack of standardisation among issuers. Feedback
has been positive, with issuers keen to have clear
guidelines to rely on to improve standardisation.

Following the first answers we get, we started
to provide first standards to follow according to
the different engagement objectives:

- Contextualisation: In the framework,

issuers should give context to their project
categories such as the environmental and
social challenges of the chosen countries,
and targets they may have for the region
(reduce poverty, increase renewable energy
usage, always with quantified objectives).

For social projects in particular (but also

for environmental projects targeting social
issues), the issuer should define clearly the
targeted population and the reason why it
targeted it (comparison with other countries/
regions). The issuer should also explain the
current internal environmental and social
impact and situation with targets and policies
in place inside the issuer. This aspect to
ensure the projects financed through the
sustainable bonds proceeds finance projects
in accordance with the issuer objectives/
roadmap.

- Transparency and standardisation: To
ensure transparency and standardisation
we recommend issuers to follow the
ICMA Principles and guidelines. We also
recommend issuers to follow the ICMA
Handbook Harmonised Framework for
Impact Reporting (both green and social)
for their allocation and impact report. Issuers
can also apply other standards such as the
EU Green Bond Standards that also provide
templates for allocation and impact reporting.
Regarding the ambition of projects, issuers
can refer to the EU Taxonomy or the Climate
Bond Initiative standards. Finally, for MDBs
and Agencies particularly, we need to have
pro-rated data. Issuers often co-finance
projects or allocate only a share of the whole
project’s cost to the bond proceeds but
report impact on the entire project whatever
the proportion financed by the bond. This
leads to reporting impacts that are bigger
than they are in reality if we only consider
the share financed by the bond. Pro-rated
data is key to achieve comparability among
issuances and avoid double counting.

- Externalities: Issuers should have a clear
and strict projects selection with all the
necessary processes in place to ensure
that projects won’t have negative impacts
or at least limited ones combined with a
remediation plan. We encourage issuers to
have environmental and social assessment
prior to develop new projects and a regular
monitoring after the launch of the project.

Next Steps and Amundi Perspective of Engagement

In 2024 a report with outcomes, best practices and complete guidelines will be distributed to the
MDBs and Agencies that answered. This will enable Amundi to continue the constructive dialogue
with issuers to promote their strengths, help them improve their weaknesses and encourage best
practices.
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B. Engaging with Sovereign Issuers

In 2023, we engaged with sovereign issuers at  Although engagement with sovereign issuers is
two levels: not widespread practice, we managed to initiate
a discussion with two sovereign issuers on their

1. At issuers level, focusing on their thermal coal . o
climate policies.

policies;

2. At issuance level, assessing countries’ GSS
bond frameworks and issuances and their
coherence with the issuer’'s ESG policy.

Going forward, the completion of the first
phase of the ASCOR project should support
engagement with sovereigns. This initiative, led
by investors - including Amundi -, is aimed at
setting up a framework and a freely available
dataset to assess countries’ decarbonisation
pathway and climate-related risks (see interview
with Esther Law, ASCOR’s acting co-chair).

Regarding engagement atissuer level, we started
a campaign on thermal coal in 2023, focusing
on issuers with a significant dependency on this
source of energy for power generation.

ASCOR, a project to foster engagement with sovereign issuers

Q&A with Esther Law, Senior Investment Manager, Emerging Markets Debt and Responsible
Investing Lead at Amundi

The ASCOR project was launched in 2021, with the aim to provide investors with a methodological
framework and data to assess the climate risk and opportunities of sovereign issuers, to facilitate
engagement between issuers and investors and to help reduce the GHG emissions associated
with the latter investment portfolios. The analysis of sovereign issuers has been lagging that
of corporate issuers, notably due to a lack of accessible and harmonised data. Esther Law,
ASCOR’s acting co-chair, gives us an update on the project.

Q: ASCOR final methodology was published in November 2023. Can you explain how it is
articulated?

EL: The project was presented to stakeholders (asset managers, asset owners and sovereign
issuers) during a consultation phase in spring 2023. Feedbacks were taken into account to

improve and restructure the framework, which is composed of three pillars: @ Emissions

pathways; ® Climate policies; ® Climate finance. Each pillar contains several sub-themes with
indicators. For clarity, comparability and ease of interpretation, the framework prioritizes “Yes’
or ‘No’ indicators.

Q: How will climate policies be assessed? Will there be a ranking of sovereign issuers?

EL: There will be no aggregated country-level score. Instead, there will be an assessment result
for each indicator and an aggregation at theme (sub-pillar category) level. Indeed, aggregating
the framework into one metric could present a misleading picture of a country’s climate risks
and opportunities.

Q: How did sovereign issuers react to this initiative?
EL: The response was different depending on the issuers, but overall we have been overwhelmed
by the positivity shown by some key benchmark sovereign issuers during our roundtables.

Q: How many countries does ASCOR assess and where are the results available?

EL: As a start, there are indicators for 25 pilot countries, in different geographies, income groups,
climate risk levels and policymaking systems. Together representing over 80% of the FTSE
WGBI and over 60% of the JP Morgan GBI EM Global Diversified indices, these are estimated to
cover nearly 70% of global GHG emissions. The plan is to increase the coverage to 70 countries
by end-2024 and to 100 by end-2025. The database is available on the ASCOR website.
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Q: How do you think ASCOR will be used by investors?

EL: The ASCOR framework was designed to leave flexibility to investors on how to use it
and to adapt it to their own objectives. Investors can implement all or parts of the proposed
methodology, using their own data or using those provided by ASCOR in the freely available
database, and eventually build scorings and rankings based on it. Most importantly, this database
should support dialogue and engagement with sovereign issuers. Furthermore, ASCOR can
help build a consistent and harmonised assessment of sovereign issuers that can support
recommendations from financial industry bodies such as the NZAOA and [IGCC regarding the
reporting for sovereign portfolios. By further developing the standard and transparency of
sovereign climate reporting, we believe it should also promote the issuance of climate-related

labelled bonds.

Engaging with Sovereign issuers on thermal coal

Amundi has committed to reduce its exposure
to thermal coal in its portfolios, with a formal
exit for OECD countries by 2030 and for the
rest of the world by 2040, in line with the Paris
Agreement.

Amundi Actions

Our commitment to such deadlines does impact
our capacity to invest in companies exposed
to thermal coal, notably utilities and mining
companies. As we recognise that companies
are constrained by the legislative framework
and energy policies of the countries in which
they operate, we have decided to engage with
sovereign issuers on this topic.

Amundi decided to engage with countries’ governments alongside utility companies and domestic
banks, in order to find the right path towards a low carbon energy mix. We selected a few countries
with significant reliance on coal in power generation to pursue this engagement campaign: Australia,

Indonesia, Kazakhstan, South Africa and TUrkiye.

Engagement Objectives

Our intentions are to:

- Explain to sovereign issuers Amundi’s thermal
coal policy and its impact on the investee
companies we hold, notably utilities and
mining companies;

- Obtain clarifications on the country’s thermal
coal phase out plans and target date;

- Exchange on ways for the government to
support the energy transition of its economy,
through a transformation of local utility
companies and support from the financial
sector.

Engagement Outcomes & Issuer Momentum

The outcome of our first year's engagement
campaign on thermal coal with sovereigns is
mixed. On the negative side, only two sovereign
issuers (Turkiye and Australia) answered to our
request and accepted to engage with us on this
topic. Nevertheless, given that engagement at
the sovereign level is only a nascent practise, it
is encouraging that we managed to engage with
representatives of these two countries.

The main difficulties in engaging with sovereign
issuers on the topic of thermal coal relate to:
@ the security of energy supply (especially
following the war in Ukraine); ® the political and
social impact of the energy transition; @ the
difficulty for developing economies to meet
growing energy demand without fossil fuels.
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. Share of coal Response to
Sovereign . . . Coal phase-out
. in electricity ) Net Zero target request for
issuer . commitment

production engagement

Australia 53% No 2050 Meeting
Indonesia 62% Partly* 2060 No
Kazakhstan 60% No** 2060 No
South Africa 85% No 2050 No
Turkey 34% No 2053 Meeting

Indonesia did not sign clause 3 (no new plant); 2040 phase oL o further international financial support

1zakhstan has only endorsed clause 4 of the coal exit at COP26

%

“ommitted to a coal phase-out nor ceasing to permit issuance

or construction of new coal-fired plants

Next Steps and Amundi Perspective of Engagement

We will again contact the issuers that have not answered yet, as well as other sovereign issuers
exposed to thermal coal. We will also follow up with Turkiye and Australia in 2024 (see case study
on these countries).

Case study 78: Engaging with Turkiye on thermal coal

Turkiye ratified the Paris Agreement and announced a 2053 net-zero GHG emissions target in
2021, but did not commit to phase out thermal coal (as an OECD country, Turkiye should phase
out coal by 2030). On the contrary, the government encourages domestic coal production and
coal power generation via the guaranteed purchase of the electricity generated. The share of
coal in electricity generation was 34% in 2022.

Amundi Actions

We reached out to the Turkish Treasury at the beginning of 2023 and set up a meeting with
representatives of the Ministry of Finance and Ministry of Environment & Energy to discuss any
potential plans for a coal phase out.

Engagement Outcomes and Issuer Momentum

Representatives of the government acknowledged that a coal phase down would not be
possible before 2037-38, as the demand for energy continues to grow. They explained that
Turkiye - although an OECD member - was still an emerging economy, hence the 2030 target
date for coal phase out would not be relevant. They pledged to update the country’s Nationally
Determined Contribution (NDC) to the UNFCCC and to publish a National Energy Plan that
would clarify the country’s climate strategy.

Next Steps

Since our meeting, Turkiye updated its NDC and published a National Energy Plan. Unfortunately,
the National Energy Plan sees no change to the country’s thermal coal policy. We will continue
to discuss with Turkiye ways to accelerate the transition of its power sector as the country is
seeking to increase the share of renewable energies in its electricity mix.
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Case study 79: Engaging with Australia on thermal coal

Despite a more climate-supportive policy since 2022, with an upgraded GHG emissions
reduction 2030 target and an official 2050 net-zero target, Australia has not pledged to phase
out coal so far. Coal dominates Australia’s energy system, accounting for 64% of domestic
energy production, 32% of Total Energy Supply (TES) and 53% of electricity generation (down
from 71% in 2010) in 2021, according to the IEA. Australia is also the fourth-largest coal producer
in the world.

Amundi Actions

We met representatives of the Australian Office of Financial Management, which manages the
government’s debt issuance, and engaged with them on the country’s thermal coal policy.

Engagement Outcomes and Issuer Momentum

The representatives of the Australian government confirmed that there is no target date and
no timetable for thermal coal phase out (and for coal and fossil fuel subsidies). They explained
that a potential commitment to coal phase out is a major political challenge given the weight
of the coal mining industry in the economy (in terms of exports and employment). Instead,
there will be a progressive phase down as the coal power plant fleet is ageing and investment
in renewables is catching up.

The government pledges to support companies to move away from coal and into renewables,
and is setting up a structure at federal level to coordinate Just Transition initiatives.

It is noteworthy that Australia is a federal state and that some states have more ambitious
climate policy and targets than the Commonwealth itself.

Next Steps

We will follow up on climate policy developments with the government of Australia. We will
notably renew our demand for a clear pathway and target date for coal phase out. Additionally,
we would like to see a clear roadmap for GHG emissions reduction by sector to reach the
country’s 2050 net zero target.

(< (>
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C. Private Equity Engagements

Context

Amundi PEF is a 100% subsidiary of Amundi
Asset Management.. Amundi PEF manages more
than €12 billion in assets, including over €11 billion
in direct private equity investments in French
and European Small and Midcap companies.

Since the launch of our Megatrends Il program,
we have strengthened our ESG commitment by
structuring our approach to engagement with
investees through the implementation of ESG
roadmaps detailing between 20 to 40 actions
per investee.

Amundi Actions

By the end of 2023, we had made 17328
engagements with 6 investees on the 5 macro-
themes identified by Amundi AM2. Following
Amundi AM policy, Amundi Private Equity Funds
promotes two main ESG issues:

- The energy transition, especially by
promoting the calculation of a carbon

As the number of investors is smaller than for
listed companies, private equity enables a
closer relationship between the investee and
its investors, as well as more personalised and
regular support. OQur ESG-related discussions
with investees generally take place on a quarterly
basis, if not more frequently.

footprint and the implementation of a
decarbonisation strategy,

- The social cohesion, especially through
employee’s welfare and the implementation
of profit-sharing systems with employees.

Engagement Outcomes and Issuer Momentum

The year 2023 confirms the growing importance
of CSRwithinsmalland medium sized companies,
with the appointment of CSR managers (part-
time or full-time), the inclusion of CSR issues
on Supervisory Boards, and the development
of CSR reporting. The latter practice is strongly
encouraged by growing European regulations, in
particular the Corporate Sustainability Reporting
Directive, to which 75% of our investees will be
submitted to by FY25.

We are therefore seeing Corporate Sustainable
Responsibility governance becoming more
structured, enabling us to strengthen our
engagement requests on this subject through
for example: the systematic appointment of
a CSR Manager within the company, a CSR
representative on the Supervisory Board,
the inclusion of CSR criteria in the variable
remuneration of senior executives, the entry of
women (still highly under-represented) on the
Supervisory Board or in company management,

and theinclusion of independent directors. Some
of our reguests have been well received and
rapidly implemented by companies: appointment
of a CSR Manager, CSR representative on the
CSR Council, inclusion of CSR criteria in executive
remuneration (1/3 refusal). Other requests still
seem to require time: the integration of female
profiles comes up against the difficulty of finding
them in very male-dominated sectors, and
the advantage of opening up the Supervisory
Board to independent members is not yet well
understood.

As far as environmental issues are concerned,
our commitment is still focused on the need to
carry out a carbon footprint - only 40% of our
investees had done so by the end of 2022 - and
then on defining a plan to reduce greenhouse
gas (GHG) emissions that is aligned with the
Paris Agreement. So, we still have a lot of
awareness-raising to do on how to reconcile
business growth and GHG reduction.

288. In 2023, we met 6 companies twice a year and discussed with each company about 15 themes of engagement as areas for improvement

(6x2x15 =about 180 engagements).
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In terms of social issues, our commitment
is focused on gender equality and a better
profit sharing system. Indeed, the workforce of
our investees is very male-dominated, partly
due to the large number of companies in the
industrial sector. Only 3 of our investees (16%)
have a gender balanced workforce, while 4
of our investees (22%) have a strongly under-
represented gender (to the disadvantage of
women for 3 of the 4 investees). Despite this
situation, we are happy to see that all companies
are above the 75% minimum level required by
the State Equality Index and that 36% of them
even obtain above 85%.

Next Steps

Companies are facing a tight labour market,
with recruitment difficulties and a sharp decline
in employee loyalty. As a result, Amundi PEF
was one of the first signatories of France Invest’s
Value Sharing Charter,and promotes all initiatives
in this direction among its holdings. Indeed, we
consider value sharing to be a priority because
@ it is a means of attracting and retaining
talent in a tight labour market, @ it represents
an additional income and the recognition of
employees’ contribution to their company’s
success, and @ it contributes to a better
alignment of interests between employees,
management and company shareholders. Thus,
we are delighted to announce that 60% of our
investees have opened their capital to their
employees.

In 2024, our commitment priorities will be as follows:

- Firstly, we will continue to follow our current dialogue with the 6 investees that already have an

ESG roadmap.

- We will extend our engagement and the ESG roadmaps to the other investees in our portfolio.

- We will deepen our engagement with our investees on the CSRD legislation, as many SMEs/
ETls still underestimate the work required (materiality matrix, identification of relevant indicators,

collection and consolidation of indicators, etc.).
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Conclusion

Conclusion

As an investor, Amundi considers both
idiosyncratic and systemic risks and growth
opportunities when assessing the value of its
investments. Environmental and social factors,
as well as strong governance contribute to
those risks and opportunities. Our responsibility
is not only to assess the ESG quality of the
issuers, their sustainability risks or their impacts
on sustainability factors; it is to influence them
to better manage those risks as well as to get
exposed to those growth drivers. Engagement
and voting are therefore key to our ESG activities
as we believe that actively dialoguing with our
investees could drive these positive outcomes.
The major transformation of our economies that
is needed could nevertheless only occurred if
this transformation is performed in an organized
manner between governments, customers,
companies and financial markets to limit the
negative impacts on employees, end savers,
pensioners and territories across the globe and
even benefit from the opportunities that it may
Create.

According to a research quoted by the World
Economic Forum, climate-change attributed
costs were on average $143 billion a year during
the period from 2000 to 2019.2%° Researches have
also assessed the impact at macroeconomic
level of some other topics such as biodiversity

l0ss.2?° If there is a better recognition of the
economic materiality of the externalities of
corporates activities, we are still struggling
to adequately measure it. Boards should be
nevertheless accountable of the quality of the
transition towards a low carbon sustainable
business model and should as well warrant the
equilibrium of the power or the alignment of
interests with top management.

Year on year, we are strengthening our dialogues
with issuers based on the research we are
performing. For the stewardship activities to
be impactful, consistency is crucial, both across
geographies and sectors but also overtime.
Depending on the maturity of the issuer on
a particular issue or even on the common
understanding of the best practices, the nature
of the dialogue might nevertheless differ. From
sharing best practices to more precise demands,
we wish to adapt our practices to our investees,
finding the equilibrium between ambition and
pragmatism.

Caroline Le Meaux
Global Head of ESG Research,
Engagement and Voting

289. https:/www.weforum.org/agenda/2023/10/climate-loss-and-damage-cost-16-million-per-hour,

290. https://www.worldbank.org/en/topic/biodiversit
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Theme Name in report Region Sector Page

Energy Transition

Company A South Korea Mining & Metals 22
Company B USA Automobiles 22
Company C Japan Automobiles 22
Company D India Utilities 23
Company E Germany Utilities 23
Company F Japan Oil & Gas 24
Company G India Mining & Metals 24
Global Chemicals Company Mu‘.“' Chemicals 25
national
European O&G Company UK Oil & Gas 28
J Power Japan Utilities 29
ENN Energy Holdings China Utilities 32
Bank A us Banks 36
Bank B us Banks 36
Bank C us Banks 36
Bank D us Banks 36
Net Zero Bank E us Banks 36
Bank F us Banks 36
Bank G us Banks 36
Bank H us Banks 36
Bank | us Banks 36
Bank J us Banks 36
Bank A Canada Banks 38
Bank B Canada Banks 38
Bank C Canada Banks 38
Bank D Canada Banks 38
Bank E Canada Banks 38
South African Bank South Africa Banks 39
European Bank Europe Banks 40
Grupo Financiero Banorte Mexico Banks 41
CIMB Malaysia Banks 42
Multiple Chinese Banks China Banks 43
Company A us Oil & Gas 46
Company B us Oil & Gas 47
Company C Kazakhstan Oil & Gas 48
Methane
Company D Mexico Oil & Gas 49
Company E Austria Oil & Gas 50
Company F us Oil & Gas 51
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‘ Company A * China Fashion & Textiles 56
. Company B - USA Fashion & Textiles 56
. Company C UK Fashion & Textiles 56
Scope 3 : :
Company D USA Fashion & Textiles 56
- Company E . Sweden Fashion & Textiles 57
. European O&G Major Europe Oil & Gas 58
; Company A - American Utility Company © USA Utilities 65
. RWE . Germany Utilities 65
Thermal Coal ]
German Utilities Company Germany Utilities 66
- Malaysian Utilities Company : Malaysia Utilities 68
. Company A UK Utilities 73
. Company B Hong Kong Utilities 73
- Company C USA Utilities 73
; Company D Italy Utilities 73
LSl (e _ Company E USA Utilities 73
Financials :
Company F Japan Utilities 73
. Company G Japan Utilities 73
. Company H Netherlands @ Utilities 73
- Company | Germany Utilities 73
. PG&E us Utilities 74
Physical Risk ‘
Verizon us Telecommunications 76

Natural Capital Preservation

Paper & forest

- Company A ¢ Finland . Producs 85
: Croda : UK : Chemicals 85
. Company B - USA . Consumer Services . 86
- Company C - USA . Food Products 86
Biodiversity ‘ : ‘ :
Company D France Consumer Services 87
: Company E : UK : Food Retail 87
: BHP Austria Mining & Metals 88
. ENEL ¢ ltaly ¢ Utilities 90
‘ Company A ‘ Norway ' Food Products 93
. Company B - Japan © Food Products 93
- Company C © Norway © Food Products 94
‘ Company D S UK - Oil & Gas 95
Oceans : ; :
AP Moller Maersk Denmark Transportation 95
: Company E " Taiwan ‘ Shipping 96
: Company F : USA : Mining & Metals 96
: Thai Seafood : Thailand : Food Products 97
- Company A © USA ' Food Products 101
‘ Company B S UK ‘ Beverages 102
. Company C © Europe - Semiconductors 102
Water : : :
Company D India Mining & Metals 102
: Company E : China : Fashion & Textiles 102
: Anonymous : USA : Consumer Services | 104
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Company A Indonesia Food Products 107

. Company B Brazil Food Products 108

Deforestation . US Agribusiness Company . USA Food Products 109
. Singaporean Palm Oil Company . Singapore Food Products m

Company A Japan Cement 12

Eastman Chemical USA Chemicals 116

Company A Japan Food Products 1z

Company B UK Egrizenhacl)‘groducts hs

Plastic Proctor & Gamble USA Egrizenhacl)‘groducts 118
. Company C . USA Food Retail 120

Company D Japan Fashion & Textiles 120

Company E Denmark El'ewzitmhziéiﬁcals 121

PFAS US Chemical Company USA Chemicals 126
Pesticides Pesticide company USA Chemicals 130
Fertilizer Fertilizer Company Norway Chemicals 134
Air Pollution US Steel company USA Mining & Metals 136
Company A UK Fashion & Textiles 148

Company B UK Fashion & Textiles 148

. Company C . UK Fashion & Textiles 148

. Company D . USA Fashion & Textiles 148

. Company E . Germany Fashion & Textiles 148

. Best in Class (benchmark) . Fashion & Textiles 148

Circular Economy . Company A France Automobiles 145
. Company B France Construction 145

Company C South Korea US Tech 146

Company D Spain Fashion & Textiles 146

. Company E . USA US Tech 147

. Fast Fashion retailer . UK Fashion & Textiles 148

ILIAD SA . France Telecommunications 149

Human Capital & Human Rights

Human Rights

Company A

Company B

Company C

Company D

European Defense Company

Germany

Switzerland

USA

Mexico

Italy

Aerospace &

! Defense

Food Products

Semiconductors
& Semiconductor

! Equipment

Metals & Mining

Aerospace &
Defense
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Household &
Company A Japan Personal Products 164
Electronic
) Equipment,
Company B fatwan Instruments & 165
] Components
Company C USA Fashion & Textiles 165
Forced Labor :
Company D China Fashion & Textiles 166
French C?mpany Offering Advanced Solutions France Fashion & Textiles 167
] for Technical Purposes
European Communications Equipment Finland Commumcatlons 168
E Company Equipment
US Home Improvement Retailer USA Specialty Retail 170
Company A South Africa Metals & Mining 172
Consumer Staples
Company B UK Distribution & 172
. Retail
Grievance and :
Remedy . Company C South Korea Fashion & Textiles 173
Company D USA |hter_act\ve Media & 173
] Services
Swedish Networking and Telecommunications Communications
Sweden . 174
Company Equipment
Company A USA Food Products 176
Company B UK Utilities 177
Company C USA Media 177
Electronic
Equipment,
Company D South Korea Instruments & 177
] Components
Work.in.g ArcelorMittal Luxembourg : Metals & Mining 178
Conditions : . e
US Video Game Company USA nteractive fome 181
Entertainment
Health Care
European Multinational Healthcare Company Germany Providers & 183
Services
. . Ground
US Ride Sharing Company A USA Transportation 184
. . Ground
US Ride Sharing Company B USA Transportation 184
Company A USA Consumer Services 187
Company B USA Consumer Services 187
Health Care
Company C USA Providers & 187
Services
Li_ving Wage - Company D UK Consumer Services : 188
Direct Employees )
Company E Japan Marine 188
i Transportation —
Starbucks USA Consumer Services 188
Consumer Staples
British Online Food Retailer UK Distribution & 190
Retail
Living Wage - LVMH France Fashion & Textiles 194

Supply Chain
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Technology
Company A South Korea Hardware, Storage 197
& Peripherals
Semiconductors
Company B USA & Semiconductor 197
Equipment
Company C USA Consumer Services 197
Living Wa_ge Company D South Korea Consumer Services 197
- Electronics
and Technology Company E USA Consumer Services 197
Manufacturers '
Company F Taiwan Consumer Services 197
Company G Taiwan Consumer Services 198
Company H USA Consumer Services 198
Technology
Large US Hardware Manufacturer USA Hardware, Storage 199
& Peripherals
Company A France Banks 205
Commercial &
Company A Japan Professional 207
Services
Health Care
Company B Japan Equipment & 207
! Supplies
IT Consulting &
Gender Diversity Company C Japan . Other Services 207
Electronic
Engaging on Gender Diversity with a Japanese Japan Equipment, 208
Electronic Components Manufacturer P Instruments & .
Components
Semiconductors
Company A Netherlands & Semiconductor 212
! Equipment
Company B Germany Software 212
IT Consulting &
] Company A Japan Other Services 214
Company B Norway Food Products 214
Household
Disability : Company C UK Durables 214
Inclusion Company D USA Capital Markets 215
Engagement - s
f ommercia
SEL L Company E USA Professional 215
Services
Semiconductors
Large US Technology Company USA & Semiconductor 216
Equipment
Company A USA Metals & Mining 220
Company B USA Automobiles 220
Company C France Automobiles 220
Just Transition Company D USA Electric Utilities 221
European Oil & Gas Company Norway Oil & Gas 222
UK Banking Group UK Banks 223
American Electric Utility Company USA Electric Utilities 225

Responsible Tax

Large US Software Company

USA

USA

Amazon

Software

Product Quality, Client Protection & Societal Safeguards

Amazon
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Company A USA Consumer Services 237
Company B USA Consumer Services 237
Anti Microbial . Company C USA Food Products 237
Resistance Company D USA Food Products 238
Company E USA Consumer Services 238
Company F Norway Food Products 238
Company A USA Pharmaceuticals 241
Access to : .
.. Company B France Pharmaceuticals 241
Medicine E pany —
Sanofi France Pharmaceuticals 241
Company A USA Media 244
Responsible Company B France Media 244
Marketing & Media
Content European Fashion Company France Fashion & Textiles 245
US Media Corporation USA Media 246
Company A China Inter_actlve Media & 250
E Services 7
Company B USA Software 250
Company C China Broadline Retail 250
Company A UK Te\eqommun|cat|on 252
Services I
) Telecommunication
Company B Malaysia Services 253
Company C France Te\e(;ommumcahon 253
Services
Company D South Korea Interactwe Media & 253
Services
Digital Rights and . Interactive Media &
Al Ethics Company E China Services 253
: Semiconductors
Company A USA & Semiconductor 255
Equipment
: Semiconductors
Company B USA & Semiconductor 255
] Equipment
Company C USA Media 255
Company D France Media 255
Company E Sweden Inter_actlve Media & 255
Services —
Meta Platforms USA Inter_actlve Media & 256
Services
Company A USA Software 262
. IT Consulting &
Cybersecurity Company B France Other Services 263
Company C USA Financial Services 263
Business Ethics European Technology Solutions Company France IT Consulting & 264

Other Services

Voting & Governance

Conflict of
Interest

Financial Company that is a Distributor of

Amundi Products

Financials

271

Combined
Chairman/CEO

Colruyt Group NV

: Belgium

¢ Food Retail

Board &
Governance
Oversight:
Compensation
Board
Accountability

Adobe

USA

Software Services




363 Engagement Report 2023 Appendix
Board &
Governance . . ) Communications
Oversight: Nokia Oyj Finland Equipment 278
Overboarding
Board . . ! : : .
Grupo Financiero Banorte SAB de CV Mexcio Financial Services 279
Independence
Company A Ireland Alirlines 281
Board L
competency: Company B Turkey Airlines 281
f?cf"s °_n the Company C Japan Alirlines 281
airline industry
Company D Hungary Alirlines 281
Board Expertise
with the Transport Airline Company Turkey Airlines 282
Sector
Excessive Czech
dividend CEZ cech Utilities 283
L. . Republic
distribution
Protection of
the minority
shareholder / Aegon N.V. Netherlands Financial Services 284
Change of place
of incorporation
Proxy fight Brenntag Germany Chemicals 285
Koninklijke Philips NV Netherlands | ndustrial 287
Conglomerate
Remgro Ltd South Africa Financial Services 287
La Francaise de I’energie France Energy 287
Governance
Proposals Orion Oyj Finland Pharmaceuticals 287
Fujitec Co., Ltd Japan Manufacturing 287
Duke Energy Corporation USA Utilities 287
Ford Motor Company USA Automobiles 287
Say on Climate Shell Plc Netherlands Oil & Gas 290
The Procter & Gamble Company USA Consumer Staples 291
Prudential PLC UK Financials 291
China Construction Bank China Financials 291
; The Coca Cola Company USA Consumer Staples 291
Environmental
Underachievers The Hong Kong and China Gas Company Hong Kong Utilities 291
Orlen SA Poland Energy 291
Tokio Marine Holdings, Inc. Japan Financials 291
. North
Kinder Morgan, Inc America Energy 292
Credit Suisse Group AG Switzerland Financial Services 293
Notable Votes - Shell Plc Netherlands @ Oil & Gas 293
Environmental &
Climate Proposals Coterra Energy Inc USA Oil & Gas 293
Exxon Mobil Corporation USA Oil & Gas 293
Social Related : .
. . Antofagasta PLC UK/Chile Materials 295
Voting Actions e /
Company A USA Pharmaceuticals 298
Gender Diversity Company B Germany Utilities 298
Engagement Company C Hong Kong Pharmaceuticals 298
Company D USA Telecommunications 298
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Executive
Compensation -
Climate Criterai A.P. Moller-Maersk Denmark Transportation 300
in Executive
Remuneration
Executive
Compensation Solvay SA Belgium Materials 301
-One Off Payment
Walmart USA Consumer Staples 302
CK Hutchison Holdings Ltd Hong Kong Capital Goods 302
Socialiinder Grupo Mexico, S.A.B. de C.V. Mexico Materials 302
Achievers Healthcare
Coloplast A/A Denmark Equipment & 302
Services
Alphabet USA Com_mumcat\ons 302
Services T
J Power Japan Utilities 304
J Power Japan Utilities 304
Martin Marietta Materials Inc USA Construction 304
Engaging on Tyson Foods Inc USA Food Products 304
Governance Items  5rmel Foods Corporation USA Food Products 304
Company A USA Consumer Services 304
Amazon.com Inc USA Retail 304
Amazon.com Inc USA Retail 304
Environmental
sharehold?r Martin Marietta USA Construction 305
proposal filed by
Amundi
Social shareholder
proposals filed by = Amazon.com Inc USA Retail 306
Amundi
Company A Europe Banks 308
E.ngagl_ng with Company B Europe Banks 308
Financials
on Ethics Company C Europe Banks 308
Controversies
Company D Deyeloped Banks 308
Asia —
Company A Europe Telecommunications 3n
High Dissent Company B Australia Utilities 3m
Engagement
Company C USA Financial Services 3
High dissent
engagemc-.znt Symrise Europe Materials 312
on executive
remuneration
High Dissent
Engagement on
Say on Climate Woodside izivaeloloed Oil & Gas 313
& Executive
Remuneration
. . Semiconductors
Bola:dddwers;?y Nvidia Corporation E%rg;ica & Semiconductor 315
related question Equipment
Consumer
==t K.PI related Home Depot North_ Discretionary 316
question America
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Other Engagements (Fixed Income, Sovereigns, and Private Equity)

Impact Reporting

& LCA Alignment Volvo Europe Automobiles 340
(Green Bonds)
Blue Bonds Case Orsted Europe Utilities 342
Study
Bank A Turkey Banks 345
Bank B India Banks 45
Engaging with ] ) '
EM Banks on . Bank C Brazil : Banks 345
the Consistency Bank D Brazil Banks 345
of their ESG ] i
practices within Bank E Philippines Banks 345
their GreenBond g, UAE Banks 345
Issuances : : :
Bank G Turkey Banks 345
Asian Development Bank Asia Banks 47
n/a Australia Sovereign 352
n/a Indonesia Sovereign 352
n/a Kazakstan Sovereign 352
Sovereigns n/a South Africa Sovereign 352
n/a Turkey Sovereign 352
n/a Turkey Sovereign 352
n/a Australia Sovereign 353
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