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Credit investing involves a level of
responsibility. When engaging with
issuers, we seek reassurance that
they are managing sustainability risks
transparently and effectively, while
also identifying and capitalizing on
opportunities that may contribute to
long-term value creation and
resilience.
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EXECUTIVE SUMMARY

Welcome to our 2024 Engagement Report. In this second edition, we build on the foundation
established in 2023, reflecting our continued commitment to transparent, outcome-oriented
engagement. Over the past year, that commitment translated into tangible action: we engaged
with 32 issuers, continuing 10 dialogues from the previous year and launching 22 new
engagements in response to evolving sustainability risks and opportunities. With an impressive
88% issuer response rate and 60% of closed engagements achieving our intended engagement
objectives, we view 2024 as a year of both strong outcomes and valuable lessons. These results
are not incidental. They reflect our continued focus on prioritizing quality over quantity, engaging
with issuers where meaningful outcomes are likely, and applying structured and tailored
escalation process.

As part of our individual engagement efforts, we addressed a variety of themes, including the
financing of weapons, infrastructure projects with potential adverse environmental and social
implications, forced labor, and broader human rights matters. One of the most significant areas
of progress was our thematic engagement on workforce pay disparities. Building on work from
previous years, our 2024 engagement efforts were marked by two key developments that came
to light in early 2025: one of our engagement targets publicly disclosed its newly adopted
commitment to promoting equal pay, while another published data on its CEO pay ratio and
gender pay gap. Our collective engagement efforts also progressed on several fronts. We
participated in the CDP Non-Disclosure Campaign for the third consecutive year, serving as Lead
Engager for the second time. This year, we advocated for improved climate-related disclosure
with a US-based human resources services provider. Through our participation in the Workforce
Disclosure Initiative (WDI), we encouraged more robust workforce-related disclosure from
issuers.

Acknowledging the pivotal role of public policy in shaping sustainability outcomes, we updated
our Engagement Policy and initiated the development of Policy Engagement Guidelines to guide
our strategic direction. Policy engagement is a critical lever for tackling systemic challenges. In
2024, our efforts centered on topics such as the harmonization of sustainability reporting
standards, the advancement of a legally binding global plastics treaty, and the promotion of
coordinated, cross-government responses to the climate crisis.

In 2024, we published our first standalone engagement report and participated in three
roundtables hosted by the UN Principles for Responsible Investment (PRI) and the Asset
Management Association Switzerland (AMAS) on the Swiss Stewardship Code. These
roundtables provided valuable opportunities to exchange insights and best practices with peers,
strengthening our approach and reinforcing our commitment to effective stewardship.
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To guide readers through our 2024 engagement efforts, Section 2 provides an overview of our
engagement approach, outlining the methods and initiatives we undertake to support issuers’
progress on sustainability practices and how these are integrated into our investment process.

Our 2024 engagement data is highlighted in Section 3 and dissected in Section 4, providing a
more in-depth look into our individual and collaborative efforts.

In Section 5, we feature a selection of case studies that illustrate the observable results of our
engagements on environmental, social, and governance issues across diverse industries.

Section 6 concludes with a review of our policy engagement initiatives and highlights our
contributions to shaping industry and regulatory developments that support the adoption of
sustainable business standards worldwide.
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1 INTRODUCTION

Geopolitical tensions, economic uncertainty, and rapid technological shifts made 2024 a pivotal
year for responsible investment efforts. Rising inflation and persistent wage stagnation
continued to impact households across regions, while political priorities and evolving regulatory
agendas gained prominence during what was widely dubbed the “Year of Elections”, with more
than 70 countries heading to the polls. Artificial Intelligence (Al) became increasingly
commonplace in business operations, while also raising new environmental, social and ethical
questions for investors and stakeholders alike.

At the same time, the broader sustainability landscape became more fragmented. Critical
perspectives towards ESG and DEI gained traction, and several major financial institutions opted
to reconsider their participation in selected climate alliances. In the EU, work was initiated under
the Omnibus Proposal to simplify disclosure and reporting regulation, marking the beginning of
a phase of recalibration of policy priorities across the region. These developments underscore
the evolving and often contrasting influences that continue to shape how sustainability is
viewed and practiced across policymaking, business operations, and capital markets.

Yet even as these headwinds challenge the momentum of recent years, the foundational
principles driving sustainable investing remain intact. If anything, the events of 2024, including
record-breaking heat, devastating floods, and stalled progress on reducing extreme poverty,
have only made sustainability challenges more visible!. These challenges are not abstract risks;
they can be material realities with direct consequences for companies, markets, and societies.
For investors, addressing them is not a matter of values alone. It is, above all, a matter of sound
risk management.

CAROLINE DE LEEUW
DEN BOUTER
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PETER JEGGLI

In an environment marked by political shifts, contested narratives, and increasingly diverging
stakeholder expectations, proactive and informed dialogue with issuers helps investors to stay
focused on long-term value creation. Thoughtful engagement contributes to promote
transparency, encourage enhanced accountability, and enables companies to navigate
uncertainty, supporting both sustainability goals and the resilience of investment portfolios. This
is precisely why purposeful engagement is more essential than ever.

As we look to 2025, we aim to maintain the same level of ambition in our engagement activities
— keeping the breadth of our work robust, continuing to tackle ongoing themes, while exploring
emerging ones, especially in relation to the potential implications of Al.

As the sustainability landscape continues to evolve, our strategic direction remains clear. In a
world of shifting priorities and persistent challenges, we remain committed to purposeful
engagement — grounded in evidence, driven by outcomes, and focused on long-term value.
Engagement is not about having all the answers; it's about asking the right questions, holding
space for progress, and contributing to lasting positive change. The pages that follow illustrate
how these guiding principles have been applied in practice throughout 2024.

ESG-AM ENGAGEMENT REPORT 2024 6
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2 OUR ENGAGEMENT
APPROACH

At ESG-AM, engagement is an essential part of our toolkit for identifying investment
opportunities, mitigating investment risks, supporting investees’ progress in sustainability-
related performance, and supporting long-term value creation for our clients.

Achieving social and environmental sustainability objectives is at the core of ESG-AM's
Sustainable Investment Framework?. The framework integrates a comprehensive approach to
sustainable investing: norms- and values-based exclusions, targeted allocations towards
specific Sustainable Development Goals, screening for social and climate-related criteria,
monitoring of controversial incidents and adverse impacts, and engagement.

“}“ ESG-AM’'S SUSTAINABLE INVESTMENT FRAMEWORK

Norms- and
values-based
exclusions

Our Sustainable
Investment
Framework applies to
all our investment Engagement
products; for
mandates, it can be
tailored to reflect
clients’ specific needs.
The framework
encompasses six
steps:

Sustainability-
themed
investing

ITR and PAls Best-in-class and
monitoring best-in-progress
screening

Controversial
incidents
screening

FIGURE 1: ESG-AM'S SUSTAINABLE INVESTMENT FRAMEWORK
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In line with our Engagement Policy, we engage in constructive dialogue with companies through
both individual and collective approaches. These engagements aim to enhance ESG
performance, improve transparency, and encourage accountability of issuers for sustainability-
related practices. We distinguish four types of engagement: Disclosure Engagement, aimed at
improving ESG reporting; Impact Engagement, focused on encouraging the adoption of
sustainable practices; Incident Engagement, intended to help to address and mitigate the risks
arising from controversies; and Policy Engagement, which seeks to foster the advancement of
improved policy frameworks and practices.

While disclosure, impact, and incident engagements are conducted at both the individual and
collective levels, policy engagement is pursued through collaborative initiatives with other
stakeholders to amplify impact and drive systemic change (See Section 6 for more details).

ENGAGEMENT

DISCLOSURE

IMPACT

INCIDENT

POLICY

TYPES ENGAGEMENT ENGAGEMENT ENGAGEMENT ENGAGEMENT
Ol 7
ENGAGEMENT p <@, N m
APPROACHES —
* Raise bond issuers’ * Raise bond issuers’ * Reactively target
. INDIVIDUAL awareness on ESG awareness on best investee companies X
- ENGAGEMENT aspects practice in relevant involved in contro-
« Increase transparen- ESG aspects versial incidents, e.g.
cy / granularity —— * Encourage compa-  — severe breaches of
of ESG metrics nies to improve their international norms « Address policy makers
. o « Pre- and post- performance on such as UNGC, ILO to encourage the
o COLLECTIVE investment relevant ESG metrics standards adoption of enhanced

Ba® ENGAGEMENT

* Pre-and post-

investment

* Post-investment

policy frameworks and
practices

FIGURE 2: ESG-AM'S ENGAGEMENT TYPES AND APPROACHES

At ESG-AM, we prioritize direct issuer engagement. Direct engagement enables more targeted
dialogue and timely follow-up on ESG-related topics, and helps build long-term relationships with
investees, an important foundation of advancing sustainable progress. While our primary
approach remains direct engagement, we may also participate in collaborative initiatives when
appropriate, by co-signing or supporting engagements led by other parties. In such instances,
while we may not be the primary point of engagement with the issuer, we contribute to collective
efforts that reflect sustainability themes consistent with our overarching engagement
objectives.

Engagement target selection varies on the type of engagement objectives pursued. Disclosure
Engagement focuses on disclosure laggards. Impact Engagement considers several criteria,
including an issuer’s scoring in our proprietary scoring methodologies on sustainability themes,
financial performance, portfolio weight, and our potential to contribute meaningfully to progress.
Issuers significantly worsening Principal Adverse Impacts (PAls) indicators may also be subject
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to Disclosure and/or Impact engagement dialogue. Moreover, both Disclosure and/or Impact
engagements may target investees or issuers not yet eligible for our strategies, but with strong
potential for portfolio integration. Incident Engagement targets issuers included in our portfolios
and flagged by media or other third-party sources for potentially breaching international norms
such as the UN Global Compact principles or International Labour Organization Conventions.
Policy Engagement focuses on institutions and organizations selected based on their relevance
to targeted policy themes and their geographical scope, as defined in Appendix | to our
Engagement Policy.

Our engagement themes and topics align with our sustainable investment strategies’ objectives,
with particular focus on UN Sustainable Development Goals (SDGs) 5 (Gender Equality), 7
(Affordable and Clean Energy), 8 (Decent Work and Economic Growth), and 13 (Climate Action).
We also engage on ad hoc ESG topics deemed material to our investment strategies. Policy
engagement themes may also be selected based on their alignment with ESG-AM's sustainable
investment objectives, relevance confirmed through materiality assessments, and consistency
with internationally recognized norms.

Throughout our engagements, we aim to define key performance indicators and monitor
progress over time. When constructive dialogue is limited or unattainable, we may escalate our
engagement efforts through measured steps. These can include raising concerns to higher
levels within the company, engaging with the board, or—in certain circumstances— collaborating
with other investors, communicating concerns publicly, or ultimately considering divestment.

Divest
Make concerns public
Engage through collective
action if opportunity arises
Approach the Board
Approach the CEO
Raise question during
quarterly investor call
Target higher levels of
management

Written communication /
call with Investor
Relations/ Sustainability
Team

Steps may be skipped and / or the sequence adjusted depending on
engagement progress and issue materiality

FIGURE 3: ESG-AM'S ENGAGEMENT ESCALATION STEPS
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ESG-AM’s engagement activities are executed within our organization. We do not outsource
engagement activities. A dedicated Engagement Manager is charged with the planning,
implementation, and monitoring of engagement activities. ESG-AM's Head of Sustainability
oversees the implementation. ESG-AM's Executive Management is regularly informed and
provides guidance and feedback on our engagement activities. Engagement activities, progress,
and outcomes are regularly reported to the Board of Directors. All of ESG-AM's engagement
interactions are documented and tracked internally via a dedicated database, and reported on
regularly though our Engagement Report and other publications.

Please refer to our Engagement Policy for more information on our framework and process?.

ESG-AM ENGAGEMENT REPORT 2024 10
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FROM ALERT TO ACTION: OUR CONTROVERSIAL INCIDENTS HANDLING
PROCESS

Engagement is a pivotal component of our approach to managing issuers involved or alleged to be
involved in controversial behavior%. At ESG-AM, we actively monitor allegations and confirmed
controversial incidents throughout the investment period using data from third-party providers
complemented by our own research. This distinction helps address both reputational risks and the
risks of underperformance related to environmental, social, and governance issues

2] &

SEVERITY

LOGGING ASSESSMENT SCORING ACTION

= We identify = We verify the currentness of the 3
controversies controversy. Low > Close
using media = We clarify the incident underlying the
monitoring controversy through assessment ———— = Closeor
from third- provided by third-party data provider Medium = Monitor
party data and/or in-house due diligence.
providers. = We may reach out to the concerned - = Close or

= We focus on party, which is allegedly involved in = Hold (i.e. placing a
controversies the incident, and other relevant ban on increasing
tagged as parties (e.g. civil society the amount
very severe” organizations, public bodies). invested into the
by the third- = We benchmark the concerned party's concerned issuer
party data performance with applicable norms until clarification) or
provider. and standards, e.g. the United = Monitor or

= We log the Nations Global Compact (UNGC), = Engage or
alerts in our conventions of the International = Divest

internal Labour Organization (ILO). .
tracking tool. W Divest

FIGURE 4:ESG-AM’'S CONTROVERSIAL INCIDENTS HANDLING PROCESS

Engagement may occur at two key stages within our controversial incidents handling process. Initially,
engagement can serve as a due diligence measure following the reception of an alert from our data
provider. If the data obtained from third-party sources and our research does not provide enough
clarity, we may engage with the involved issuer as a means to gather additional insights. This step
helps determine the severity of the incident or assess the credibility of allegations. It involves direct
dialogue with the issuer to establish whether they acknowledge the allegations and to understand any
expressed commitments or remedial actions undertaken. During such engagements we may also
approach other stakeholders such as the original source of the allegations, governmental agencies,
and international and non-governmental organizations. Their insights can be valuable in informing our
assessment of the allegations.

If efforts lead us to establish a high severity level and identify a clear need for responsive action, our
engagement will focus on corrective measures undertaken by the issuer. Depending on the case, we
may also encourage consideration of broader changes relating to the issuer’s sustainability framework
and practice.
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THE SWISS STEWARDSHIP CODE

The Swiss Stewardship Code (SSC), launched by the Asset Management Association Switzerland
(AMAS) and Swiss Sustainable Finance (SSF), offers a voluntary set of recommendations to strengthen
stewardship practices across the Swiss investment industry. Aligned with international standards, the
SSC promotes active ownership, enhances comparability, and supports investors in addressing
sustainability risks—contributing to long-term value creation and a more resilient economy.

ESG-AM's engagement approach shares common ground with the principles and guidance included in
the SSC. For instance, engagement is integrated into our investment strategies and operational
processes as a lever for safeguarding long-term value in line with our fiduciary duty. Our engagement
policy is publicly available, and we report transparently on engagement progress and outcomes. Where
dialogue proves ineffective or progress is limited, we implement escalation measures. Our Code of
Conduct defines procedures for identifying and managing potential conflicts of interest arising from
engagement.

We see the SSC as a valuable framework supporting the advancement of stewardship in Switzerland. By
promoting transparency and encouraging convergence, it fosters alignment within the industry and
provides guidance to both experienced and emerging actors.

Continuous improvement is central to ESG-AM'’s stewardship philosophy. In 2024, we participated in
three roundtables hosted by AMAS and the Principles for Responsible Investment (PRI), focusing on
principles of the SSC: Principle 1 (Governance), Principle 2 (Stewardship Policies) and Principle 4
(Engagement). These roundtables brought together stewardship practitioners from asset managers,
asset owners and service providers to share experiences, build knowledge, and promote best practices.
Notably, we presented at the roundtable on Principle 4. Engagement held in December 2024 in Lausanne,
where we provided an overview of our activities and shared case studies and lessons learned. These
sessions helped us benchmark our approach, offered additional perspectives on evolving expectations,
and provided a useful platform for dialogue.

We view these peer exchanges as key to refining our approach and welcome the SSC as a catalyst for
continued dialogue and coordinated efforts. In 2025, we look forward to participating in further
roundtables and forums that support responsible investment and stewardship in Switzerland.
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VIEWPOINT

Frontier?

Artificial Intelligence, the Next Engagement

As companies race to develop and integrate Artificial Intelligence (Al)®, critical issues are
emerging, from governance and ethical use to social equity and environmental impact. No
longer just a technological upgrade, Al raises questions that go to the heart of responsible
business conduct and fiduciary oversight. Paula Krol, ESG-AM’'s Engagement Manager, explores
why investors should actively engage with companies and policymakers to encourage the
ethical and sustainable development and deployment of Al.

PAULA KROL

Once confined to the realm of experts, Al has
become ubiquitous almost overnight. | hear about
it on my commute to work, in meetings, at family
gatherings — even from my seven-year-old. This
growing public interest is mirrored by a wave of
high-level summits covering the topic, from the Al
for Good Global Summit to the G20, where Al has
steadily climbed the agenda as a priority for global
leaders. But as a stewardship specialist, the
guestions on my mind are: How are companies
adapting to this shift? Are they prepared for the
risks and seizing the right opportunities? And
crucially, are investors asking the right questions?

There are certainly plenty of reasons to be excited.
Al, particularly generative artificial intelligence
(GenAl), has the potential to drive remarkable
progress: streamlining operations, boosting
productivity, and opening up entirely new avenues
for innovation. For responsible investors, in

ESG-AM ENGAGEMENT REPORT 2024

particular, it also holds promise for addressing
some of the world’'s most pressing challenges,
including those targeted by the Sustainable
Development Goals (SDGs).®

From improving healthcare through early disease
detection, to enhancing education with
personalized learning tools, enabling precision
agriculture to increasing yields while reducing
environmental impacts, Al could significantly
accelerate SDG progress. It also plays a growing
role in climate action and conservation by
supporting  biodiversity monitoring, climate
modelling, and smarter resource management’.

Beyond these applications, Al is also being
harnessed to advance human rights and
freedoms®. A growing number of companies and
non-profits are using Al to empower communities,
gather real-time input from the ground, and
support civic engagement. Take non-profit

13
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technology company Ushahidi, for example,
which developed a platform that uses Al to
crowdsource and map data during crises, helping
marginalized groups report abuses and access
aid in real time in 160 countries in 40 languages®.
Or supply chain tracing tools such as Altana Al or
Sourcemap, which incorporate Al solutions to
help companies enhance traceability of their
global supply chains, allowing them to identify and
address issues such as forced labor more
effectively 1°.

But alongside its promise, Al introduces a growing
set of potential risks, some poorly understood,
underestimated, or unevenly addressed by current
regulation and companies alike. According to the
World Economic Forum’s 2025 Global Risks
Report, “adverse outcomes of Al technologies” are
ranked relatively low (31%) among risks over the
next two years, indicating that experts may be
underestimating immediate threats from Al. The
ranking, however, leaps to 6" place over a 10-year
horizon, highlighting growing concern about the
long-term societal and systemic impacts of Al as
it becomes more deeply embedded in our
economies and institutions™.

So what are some of the possible adverse
impacts of Al? Added to the potential regulatory,
operational and reputational risks of misuse, one
increasingly visible concern is its environmental
footprint. From soaring electricity use to water
consumption and carbon emissions, the life cycle
of Al technologies raises serious questions'?. The
rapid spread of data centers, essential to training
and deploying Al models, contributes to electronic
waste and depends heavily on critical minerals
and rare earth elements. These materials are
often mined in ways that are far from sustainable,
with impacts including water and air pollution,
biodiversity loss, and high greenhouse gas
emissions.

From a social perspective and beyond data
misuse and privacy concerns, Al risks deepen
existing socio-economic inequalities. The World

Economic Forum projects that by 2030, 170
million new jobs will be created globally, while 92
million will be displaced, resulting in a net gain of
78 million jobs '®. McKinsey's projections are
grimmer: it estimates that between 400 and 800
million people could be displaced by automation
globally over the same period'. Regardless of the
figures, those most at risk of displacement are
individuals in routine jobs roles, positions often
held by women and minorities. For example, the
ILO estimates that 7.8% of women'’s jobs in high-
income countries (about 21 million roles) are at
risk, compared to 2.9% (9 million) of men'’s jobs®.
Entry-level positions are also at risk, making it
difficult for new graduates and young
professionals to gain a foothold in the
workforce 8. These risks are amplified by the
biases built into Al systems. Biased training data
and a lack of diversity among developers (only
30% women work in Al) lead to technologies that
can reinforce harmful stereotypes and exclude
large segments of the population. Meanwhile,
countries in low-income and emerging economies
face major barriers to Al adoption: from limited
infrastructure to talent gaps, as well as absence
from major Al governance discussions, further
widening the global digital divide'®.

Al has far-reaching implications for society,
promising to transform industries and improve
lives. But the outcome is not guaranteed: a poorly
managed transition could harm people and
planet, while a thoughtful, inclusive approach
could drive innovation and shared prosperity. As a
true ESG trifecta, Al cuts across environmental,
social, and governance dimensions with wide-
ranging impact. Investors cannot afford to stay on
the sidelines, they play a critical role in ensuring Al
is developed, deployed, and governed responsibly.
Not only because it's the right thing to do, but also
because it makes good business sense:
responsible Al promotes enhanced customer
trust, competitive advantage, innovation, and
long-term growth'®.
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And this is where stewardship becomes essential.
Investors need to be asking companies key
questions such as: What principles are guiding Al
development, adoption and deployment? How do
policies align with international standards? Are
potential adverse impacts beyond financial
performance being assessed? What monitoring
and safeguards are in place? Are employees being
trained on responsible use? Where gaps exist,
investors should advocate for the adoption of
clear policies and transparent disclosure.

Individual companies can, however, only do so
much. The challenges and opportunities of Al
must also be addressed at the global and
systemic level. This is where policy engagement
comes into play, and where investors, too, can
make a meaningful contribution.  While
international standards and regulations are
emerging—such as the EU Al Act, OECD Al
Principles, and UNESCQ’s recommendation?, for
example—significant gaps in these frameworks
remain. These include keeping pace with Al's
rapid development, ensuring comprehensive

consideration of human rights impacts,
addressing cross-border accountability, and
developing clarity around legal and ethical
boundaries?'. By supporting clear and enforceable
standards, advocating for alignment with
international norms, and encouraging corporate
participation in public policy processes, investors
can help shape a governance landscape that
fosters responsible Al and enables more effective
engagement with companies on this topic.

Al is already reshaping the landscape of
responsible business, and with it, the scope of
investor engagement. As companies and
policymakers navigate this complex and fast-
moving space, investors have a meaningful role to
play in guiding its direction, through informed
stewardship, policy engagement, and a focus on
transparency and accountability. Done well, this
engagement may contribute to Al developing in
ways that respect human rights, support
sustainability, and create long-term value. The
frontier may be new, but the tools for effective
dialogue are well established, and the time to
apply them is now.
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3 2024 HIGHLIGHTS

NUMBER OF ENGAGEMENT TYPES ESG AREA BREAKDOWN
ISSUERS
ENG‘:lGTEHD 0 4% Collective I%‘l Social: 27
[ 4
IN 2024 f@%" Engagements: 17 .
Q) Crosscutting (E/S/G): 4
, Individual
* Engagements: 15 e{? Environmental: 1
CASES BY HEADQUARTER CASES BY SECTOR ENGAGEMENT STATUS*
Europe s 21 Industrials m— 14 Closed m——— 27
North America wm 7 Financial —m—— 13 Open w10
Asia = 3 Telecom. mm 3
Africa 11 Utility =1

Consumer Goods u 1

134 88% 60%

Engagement interactions** of issuers responsive to of closed cases achieved
engagement*** engagement objectives

TARGETED SUSTAINABLE DEVELOPMENT GOALS

5 Gy

¢

COLLABORATIVE
PLATFORM .:PR'
MEMBERSHIPS =m

Principles for
Responsible CDP

Investment DISCLOSURE INSIGHT ACTION

* Status as of 31 December 2024.
** This figure counts only substantive outbound communications from ESG-AM and excludes issuer replies and administrative emails.

*** This figure shows issuer response rates to outreach, not objective attainment
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4 INSIGHTS FROM OUR
ENGAGEMENT DATA

In 2024, we engaged with 32 issuers as part of our ongoing commitment to fostering
constructive and purposeful dialogue around sustainability. Ten of these engagements were
carried over from 2023, while 22 were newly launched during the year, reflecting both the
continuity of our efforts and our responsiveness to emerging ESG themes. Of the total
engagements undertaken in 2024, 22 (69%) were closed by year-end, while 10 remain open and
will continue into 2025.

We were encouraged to see that 88% of issuers responded to our outreach. This is a testament,
we believe, to issuers increasingly recognizing the value of engaging with investors on
sustainability issues. This high level of responsiveness is not something we take for granted,
and we appreciate the time and attention companies dedicated to engaging in a meaningful
dialogue with us. At ESG-AM, we approach each engagement with clear objectives, grounded in
materiality, informed by best practice, and supported by a structured escalation framework (see
page 9). When escalation is warranted, we proceed thoughtfully and proportionally, an approach
that has consistently helped to open doors for constructive dialogue.

Out of the 22 engagements closed in 2024, 60% met the engagement objectives set by ESG-AM
for each dialogue??. These outcomes reflect both the relevance of our engagement priorities
and the willingness of issuers to reflect and respond to core ESG matters. The remaining 9
cases (40%) that did not meet their intended objectives by the end of 2024, involved issuers
engaged under the Workforce Disclosure Initiative (WDI)?® and the CDP’s Non-Disclosure
Campaign (NDC).

As in 2023, this year we maintained a balanced engagement approach, with 15 individual and
17 collective engagements. Both approaches have strategic value. Individual engagements are
a vital part of our strategy, enabling us to address issuer-specific risks and priorities as
bondholders. These interactions also allow us to enter into dialogue with private companies that
are often excluded from collaborative campaigns, typically focusing on publicly listed issuers.
Collaborative platforms remain largely geared toward equity investors?* and may not always
address the bond issuers we seek to engage. For this reason, individual engagement remains
central to ensuring our fixed-income perspective is represented. More broadly, individual
engagement encourages investors to build internal ESG expertise. This can enhance overall
capacity, increase internal relevance of sustainability themes, and contribute to positive
organizational culture shift. At the same time, we actively participate in collective efforts to raise
investor expectations on systemic issues, especially when they involve direct dialogue with
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issuers. In 2024, all but one of our 17 collaborative engagements included direct issuer
communication, which we view as a valuable opportunity to build relationships that support
future engagements.

Our individual engagements in 2024 covered disclosure, impact, and incident engagement.
Most of our individual engagements were initiated in response to alerts from third-party data
providers as part of our ESG controversies monitoring (see page 11). These alerts raised
concerns ranging from potential violations and workplace misconduct to possible
shortcomings to human rights due diligence in defense sector financing, and adverse social and
environmental impacts of financed infrastructure projects. Such projects can be particularly
harmful when Free, Prior and Informed Consent (FPIC) is not respected—especially in contexts
involving Indigenous communities, whose rights, land, and cultural heritage are often
disproportionately affected by large-scale development initiatives (see our Spotlight on
indigenous rights below). Of these 12 incident-related engagements, 10 were closed by year
end, with outcomes that we deemed to represent meaningful progress based on the information
made available. Two incident engagements remain ongoing and will continue into 2025. These
dialogues play a crucial role in our efforts to assess issuer responsiveness to material
controversies and to encourage improvements where needed. Additionally, we continued
thematic dialogues on workforce pay disparities, including encouraging a travel retail company
to enhance transparency by publishing gender pay data, and CEO-to-median worker pay ratio.
We also encouraged two companies in the telecommunications sector to explore setting
measurable targets and KPIs addressing pay disparity (see Case 2: Encouraging Transparency
and Action on Pay Disparity for insights into how we engage on the theme of pay disparities).

On the collaborative side, our efforts focused on promoting improved workforce and climate
data disclosure, striving for greater transparency and accountability. We remained an active
signatory of the WDI, engaging with 15 companies, of which 12 responded, resulting in 3
disclosures and 3 expressions of interest in future disclosure. In 2024, we also participated in
our third cycle of the NDC, and our second cycle as lead engager, targeting a US-based human
resources service provider. Furthermore, by participating in the 2023-2024 Science-Based
Targets Campaign, we collectively encouraged over 2100 companies to set emissions reduction
targets aligned with limiting global temperature rise to well below 2°C and pursuing efforts
towards 1.5°C. For further details on our collective engagements, see Case 4: Fostering
Environmental Accountability: Enhancing Transparency and Promoting Science-based Targets
through CDP Initiatives and Case 5: Campaigning for Improved Corporate Transparency and
Accountability on Workforce Issues: The Workforce Disclosure Initiative.
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As in 2023, our engagement focus remained weighted towards social topics. This emphasis
aligns with our investment strategies, which include a dedicated focus on social transformation,
including contributions towards Sustainable Development Goals (SDGs) 5 (Gender Equality) and
8 (Decent Work and Economic Growth). A sustained attention to social issues also reflects our
growing emphasis on supporting a just transition—ensuring that the pathway to a low-carbon
economy is inclusive and supportive of decent work standards. In 2024, we began to more
systematically integrate this lens across strategies, exploring interconnectedness between the
themes of climate transition and social transformation (for more information on our just
transition approach see page 20 of our 2024 Sustainability Report, as well as page 21 where we
touch upon the link between gender and climate?®).

Looking ahead, we are encouraged by the progress made in 2024 and the continued willingness
of issuers to engage thoughtfully on complex sustainability matters. Our engagement results
reaffirm the importance of structured, purposeful, and credible dialogue, and strengthen our
resolve to foster improved sustainability disclosure and practices through nuanced and
informed engagement.
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SPOTLIGHT

Respecting Indigenous Peoples’ Rights: A

Business Imperative?

Mainstream media frequently emphasizes
indigenous peoples ?° in connection to remote
forest environments, particularly in the context of
environmental conservation or land disputes. In
reality, indigenous peoples are geographically
diverse, even within one same country. Today,
indigenous communities live in diverse settings,
including rural, coastal and urban areas, and
across more than 90 countries?’. There are an
estimated 476 million indigenous people
worldwide and their rights are recognized by a
number of international instruments?®. These
include the UN Declaration on the Rights of
Indigenous Peoples (UNDRIP), ILO Convention
No. 169, the OECD Guidelines for Multinational
Enterprises, IFC Performance Standard 72° and
the Paris Agreement, which affirms the
importance of aligning climate action with human
rights, including those of indigenous populations.

Despite these legal frameworks, indigenous
peoples face ongoing significant challenges.
Although they steward or hold rights to
approximately one-quarter of the world's land,
contributing to the preservation of around 80% of
global  biodiversity, the recognition and
enforcement of those rights is often constrained
by governments and corporations®’. Large-scale
mining, agriculture, energy, and infrastructure
projects frequently proceed without Free, Prior,
and Informed Consent (FPIC)3" — the right of
indigenous peoples to approve or reject activities
on their lands —resulting in environmental
degradation such as deforestation, pollution,
habitat loss and displacement. Such outcomes
can destroy key ecosystems to indigenous life,
hindering food security and access to natural
resources.
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On the social front, environmental degradation
also contributes to widening health gaps:
indigenous peoples often face lower life
expectancy, poorer access to clean water and
sanitation, and higher exposure to diseases®?.
Moreover, indigenous peoples’ rights defenders
face elevated risks of violence and intimidation.
For example, in 2023 they reportedly accounted
for over 40% of fatal attacks against
environmental defenders®. Forced displacement
and loss of cultural identity also contribute to the
loss of languages, sacred sites and traditional
knowledge. Traditional livelihoods are often
threatened by land loss and environmental
degradation, pushing communities to
precariousness. Economic marginalization is
widespread, with indigenous peoples representing
19% of those living in extreme poverty®* while they
only represent 6.2% of the world’s population. In
many cases, affected communities face barriers
in accessing effective remedy and justice
mechanisms®®.

According to the UN, indigenous peoples
are “...inheritors and practitioners of unique
cultures and ways of relating to people and
the environment. They have retained
social, cultural, economic and political
characteristics that are distinct from those

of the dominant societies in which they
live. Despite their cultural differences,
indigenous peoples from around the world
share common problems related to the
protection of their rights as distinct
peoples."®
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Failure to respect and address indigenous
peoples’ rights can be associated with potentially
material risks for businesses and investors. These
may include litigation, costs overruns, reputational
damage, and delay or disruptions to project
execution ¥ . Companies or projects failing to
provide evidence of effective FPIC may also
encounter challenges in obtaining insurance
coverage®®.

One illustrative case is the Fosen wind energy
project which was found by Norway's Supreme
Court to infringe on Sami reindeer herding rights.

Despite the ruling, operations were continued,
triggering  public  backlash and eventual
settlement terms that required concessions from
the developers®. In the United States, an MIT
study identified opposition from tribal nations,
often due to lack of early and meaningful
consultation, as a contributing factor in energy
projects being delayed or discontinued between
2005 and 20214, Public sources also reference
instances where retailers have faced boycotts due
to perceived links to suppliers allegedly involved in
indigenous land-related controversies, particularly
in Latin America.
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At the same time, there is emerging evidence that
companies engaging indigenous peoples early,
respectfully, and in line with recognized
international frameworks (particularly in the
context of forest governance), may be better
positioned to reduce conflict, foster trust-based
relationships, and support the development of
more resilient and sustainable business models*'.

Projects  co-developed  with indigenous
communities, such as the Okikendawt Hydro
Project in Canada, co-owned by the Dokis First
Nation, or Greenwood Energy’s solar initiative with
the Arhuaco people in Colombia, are examples of
how collaboration may support long-term project
stability, cultural preservation, and shared
economic benefits*.

With investor expectations and regulatory
frameworks continuing to evolve, respecting
indigenous peoples’ rights is not only increasingly
viewed as an important aspect of risk
management, but as a means to promote more
sustainable, inclusive, and credible operations. It
has also been identified as a potential enabler of a
just transition . In the EU, for example, the
Corporate Sustainability Due Diligence Directive
(CSDDD) and the EU Deforestation Regulation
(EUDR), introduced new requirements for
companies to assess and address adverse
human rights and environmental impacts,
including those affecting indigenous peoples.

However, the proposed simplifications as
presented in the first set of Omnibus proposals
may result in limiting due diligence to direct
suppliers, while most human rights violations
including those affecting indigenous communities
typically occur further upstream*.

Against this backdrop, stewardship on indigenous
peoples’ rights can be an important component of
responsible investment practice, especially in
cases where there are clear links to material risk
or controversy. A first step for investor dialogue
may be to screen for controversies—such as
disputes, legal challenges, or negative media
coverage—and to assess whether investee
companies have policies and practices that
explicitly and adequately address indigenous
rights, including adherence to principles such as
the UNDRIP and implementation of processes
such as FPIC.

While approaches vary across the industry, more
investors are beginning to explore how dialogue
with companies, policymakers, and ESG data
providers can contribute to better outcomes,
enhanced transparency and stronger
accountability . As indigenous peoples’ rights
gain greater visibility within corporate conduct
and due diligence, they may become an
increasingly relevant consideration within broader
stewardship strategies, especially as regulatory
expectations continue to evolve.



.‘}“ ESG_AM INVESTING. FOR A BETTER NOW.

5 ENGAGEMENT IN
ACTION: CASE STUDIES

This section presents a selection of case studies that highlight the breadth and thematic focus
of our engagement activities. They reflect our commitment to supporting environmental
progress, advancing socially responsible practices, and encouraging sound governance.
Through focused dialogue, we aim to foster transparency and contribute to constructive
outcomes, consistent with our clients’ long-term objectives and broader sustainability
ambitions. While some issuers are named, others remain anonymous due to ongoing dialogue
or the absence of formal consent for disclosure.
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CASE 1

Managing Human Rights Risks in Financial

Institutions’ Financing

In November 2023, we were alerted to a report by
Global Witness implicating several financial
institutions in financing companies allegedly
linked to violence and potential war crimes in
South Sudan®. The report raised concerns about
financial institutions’ alignment with their publicly
stated commitments to responsible investing and
human rights principles. Specifically, it suggested
by financing the China National Petroleum
Corporation (CNPC) and Petronas, these
institutions had indirectly contributed to ongoing
conflicts and severe human rights abuses in
South Sudan.

Nordea, a prominent Nordic financial services
group, was one of the institutions implicated.
Upon being informed of the controversy, we
immediately placed the issuer on hold, imposing
an embargo on the acquisition of additional bonds
from the issuer, and initiated engagement. Our
objective was to ascertain the details of Nordea's
direct and indirect financing relationships with
CNPC and Petronas. Furthermore, ESG-AM
requested comprehensive information regarding
Nordea's ESG framework and risk management
policies concerning human rights violations.

Nordea responded promptly, acknowledging that
it held shares in both CNPC and Petronas. The
bank provided detailed insights into its
sustainability framework, including its processes
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for identifying and managing risks related to
human rights violations. Nordea further clarified
that Petronas had already committed to exiting
Sudan, addressing one of the key concerns raised
in the report*’. More significantly, the bank stated
that CNPC would be placed on its exclusion list
and that it planned to execute divestment.

Given the significance of the issue, ESG-AM
carried the engagement over into 2024 to monitor
the implementation of this commitment and
ensure that divestment was fully completed. In
February 2024, Nordea confirmed that it had fully
executed the divestment from CNPC and the
exclusion list had been updated accordingly*.

We acknowledge the dedication to transparency
and responsiveness that Nordea demonstrated
during our engagement. Based on the
responses received, we found the
actions taken to be satisfactory and lifted the
hold. The swift response and decisive measures
to align its investment policies with human rights
commitments highlight a strong dedication to
responsible  investing. This case  study
emphasizes the importance of asset managers'
engagement as a risk management tool,
illustrating how timely dialogue and concrete
actions can enhance investor confidence in a
financial institution’s adherence to responsible
investment principles.
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CASE 2

Disparity

Encouraging Transparency and Action on Pay

At ESG-AM, we believe that addressing social
inequalities is fundamental to stable economic
development and long-term financial returns.
Companies with strong sustainability
performance, particularly in the social dimension,
are generally better positioned for future success.
They tend to attract and retain talent, maintain
stakeholder trust, and navigate regulatory and
reputational risks more effectively.

One critical aspect of social performance is
equitable pay. Disparities such as the gender pay
gap and excessive CEO-to-median-worker pay
ratios can signal deeper structural issues within a
company’s culture and governance®. Since 2022,
ESG-AM has been engaging with a number of
companies on the theme of pay disparity. The
objective of this engagement theme is to increase
transparency of these two key metrics, enabling
the evaluation of how effectively companies are
addressing these specific pay-related issues.
Once such metrics are disclosed, and where
appropriate, we focus on encouraging the closing
of identified gaps in compensation policies and
practices.

One of the companies we targeted under this
theme was the lliad Group, a delisted and now
privately held European telecommunications
provider. Addressing these gaps is particularly
important in the telecommunications and broader
ICT sector, where gender equity and pay
transparency remain persistent challenges. In
particular, gender pay gaps across the European
ICT sector, which includes telecommunications,
ranged from 10.8% to over 30% in 2024, driven
by occupational segregation and
underrepresentation of women in technical and
leadership roles.
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We first approached the lliad Group in December
2022. While the company performed well on
national gender equality benchmarks®', it had not
disclosed its group-wide gender pay gap or CEO-
to-median-worker pay ratio, nor had it
communicated public, time-bound objectives and
measurable KPIs to address pay disparities.

After reviewing the company's response to our
proprietary questionnaire on pay disparities
provided in 2023, we renewed our efforts to
encourage disclosure. A key moment came in
April 2024, during a call with the Group’s newly
appointed, and first, Chief Sustainability Officer.
We used the opportunity to reiterate the
importance of disclosing the gender pay gap and
CEO pay ratio, and of setting time-bound
objectives, highlighting regulatory expectations,
peer examples, and reputational benefits.

During the call, the company explained that it had
not disclosed its group-wide pay gap due to
complexities in internal reporting. Promisingly, the
lliad Group confirmed that its HR department was
actively addressing these issues, improving HR
data systems, in preparation for upcoming EU
disclosure requirements under the CSRD.

Importantly, the company highlighted that in its
French operations, the gender pay gap was not
significant, with some entities even showing
higher average pay for women. Moreover, the
company launched a Gender Equality Month in
March 2024, which led to the development of a
group-wide roadmap that same year. The
roadmap sets strategic priorities through 2025
and beyond, focusing on increasing the number of
women in tech, combating gender stereotypes,
and empowering women in the workplace.

N
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Regarding the CEO pay ratio, the company did not
reveal a timeline for disclosure. However, it
highlighted that ESG  governance  was
strengthened with the introduction of a long-term
share plan in December 2023, with part of the
shares granted to executive officers linked to the
achievement of an environmental target. A move
that reflects a step forward toward greater
accountability by linking executive compensation
to measurable ESG outcomes.

In 2025, we were pleased to see and commend
the lliad Group for taking a significant step
forward by publicly disclosing both its group-wide
unadjusted gender pay gap and CEO-to-median-
worker pay ratio®®. Given the company’s private
ownership structure and the complexity of its
executive compensation framework, this level of
disclosure reflects a strong commitment to
accountability and stakeholder trust. It also sets a
positive example for peers in the sector, showing
that private companies can lead on transparency
in social performance.

Encouragingly, these disclosures also led to an
improvement in ESG-AM’s proprietary Social
Transformation Score (STS)** for the Iliad Group,
which moved from 2.0 to 1.8, on a scale where 1
indicates leading issuer performance on social
factors and 4 the weakest. This puts the lliad
Group ahead compared to the average STS
performance of telecommunications companies
represented in investment indices referenced by
ESG-AM for benchmarking.

As the lliad Group continues to implement its
gender equality roadmap, we believe this
disclosure lays a critical foundation for driving
measurable change. While we welcome the
company's 2025 focus areas for promoting
gender equality, we encourage the company to
build on this momentum by translating its
commitments  into  specific,  time-bound
objectives supported by measurable KPIs—
particularly in relation to reducing the group-wide
gender pay gap. We view this as essential to
moving from intention to impact and will continue
to engage constructively to support the company
in this next phase of its progress.
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CASE 3

Seeking Clarity on Forced Labour Safeguards in

the Food Services Sector

At ESG-AM, we recognize that respecting human
rights contributes to long-term value creation,
business resilience, and sustained financial
performance. Companies that demonstrate
alignment with international human rights
standards are generally better positioned to
maintain stakeholder trust, manage reputational
risks, and meet  evolving regulatory
expectations®®,

A key focus of our controversies screening
process (see page 11) is the potential risk of
forced labor. International frameworks, including
guidance from the International Labour
Organization (ILO), stress that all work, should be
voluntary, fairly paid, and conducted under safe,
humane conditions. This also applies to
incarcerated individuals®®.

In March 2023, we initiated engagement with a
large multinational food services company in
response to a U.S. federal class action lawsuit
alleging concerns related to forced labor practices
within its inmate work programs. The company
operates in correctional facilities across the U.S,,
offering vocational training designed to develop
skills and provide certifications in areas like food
service and retail, thereby supporting post-release
employment. Public concern about the alleged
practices and reports of client contract
terminations, prompted ESG-AM to seek clarity on
the company’s policies and safeguards to ensure
alignment with international standards.
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While the company initially responded, early
conversations with Investor Relations in 2023 did
not fully address questions, particularly those
relating to oversight, wages, and risk
management. Follow-up  inquiries  went
unanswered, leading to escalation of the dialogue
to the Chief Financial Officer. This facilitated a
constructive discussion with the heads of ESG
and DEI at the end of 2023, followed by further
information provided in early 2024.Through these
interactions, we clarified several key points. The
company confirmed it does not operate in private
correctional  facilities.  This  distinction s
important, as private prisons have been
associated with challenges such as conflicts of
interest, commercial incentives, and
comparatively limited oversight than public
facilities, potentially heightening the likelihood of
human rights abuses®’. It also confirmed that
program participation is voluntary and that
participants may apply for company jobs upon
release, with some support provided.

Despite these confirmations, some questions
remain. These include how the company ensures
adequate oversight, whether inmate workers
receive social protections, and whether formal
mechanisms exist to monitor human rights
compliance. Additional clarity is also sought
around collaboration with correctional authorities
to uphold safeguards, access to grievance
procedures for inmates, and the labor conditions
of individuals working outside the formal training
programs.
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ESG-AM summarized these open issues in a
detailed internal assessment shared with the
company, referencing ILO and related
international standards to identify areas of
alignment and opportunities for improvement.

In light of the absence of further disclosure, likely
impacted by the ongoing lawsuit, ESG-AM
suspended direct engagement in March 2024 and
placed the issuer on enhanced monitoring for
legal and reputational developments.

We re-engaged in late 2024 to request updates
and encourage clarification of open points. The
company reiterated its policy of not commenting
on ongoing legal matters but conveyed that it is
“working to resolve this matter as quickly as
possible.” The engagement continues into 2025,
with ESG-AM maintaining a focus on gaining
insights on the open questions and supporting
further transparency.
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CASE 4

Addressing Weapons Financing Within

Multilateral Development Banks

Bonds of Multilateral Development Banks offer
unique sustainable investment opportunities but,
much like corporate issuers, these entities can
occasionally be associated with controversies.

In September 2024, ESG-AM was alerted to an
NGO report alleging financial ties between
European financial institutions, including the
European Investment Bank (EIB), and large arms
manufacturers. The report argued that such
investments could inadvertently support arms
manufacturers involved in activities that may
exacerbate conflicts and contribute to human
rights violations.

We immediately launched in-depth research
focusing on the financial institutions’ policies
relating to the financing of controversial weapons,
and of weapons used in conflict areas with high
likelihood of human rights abuses. Our goal was
to ensure that the financial institutions included in
our portfolios and implicated in the allegations
have robust policies on controversial weapons
financing and comprehensive human rights due
diligence frameworks for defence sector
financing. In cases where our research was not
conclusive, we reached out to financial
institutions for clarification.

In this context, we also reached out to the EIB with
the aim to clarify the bank’s policies and due
diligence processes regarding financing in the
defence sector. EIB swiftly responded to our
inquiry and confirmed that, per its policy %, all
weapons are excluded from financing with no
exceptions. Projects financed by the EIB shall be
dual-use products, services, or technologies that
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benefit both civilian purposes and law
enforcement or military applications. A previous
requirement that projects eligible
for EIB financing must derive more than 50% of
their expected revenue from civilian uses has
been waived.

In terms of due diligence, the EIB confirmed that it
follows a comprehensive human rights-
responsive approach within its Environmental,
Climate, and Social (ECS) standards®. This due
diligence process involves screening and
assessing human rights risks, especially in
projects located in conflict-prone areas or regions
with high risks of rights abuses. The EIB requires
project promoters in the defence sector to
integrate human rights considerations in all
phases, from initial impact assessments to
ongoing monitoring®. In high-risk cases, the EIB
applies enhanced due diligence, mandates further
mitigation measures, and may even refuse
financing if risks cannot be adequately managed.
Monitoring is ongoing, utilizing reports from
project promoters, independent consultants, and,
when necessary, specialized experts to ensure
standards are upheld, including compliance with
the EU Global Human Rights Sanctions Regime.

The clarifications provided by the bank offered us
confidence in the EIB's weapons exclusion policy
and commitment to enforce compliance with EU
and international human rights standards in its
defence sector financing. As a result, we closed
the inquiry while maintaining an ongoing
commitment to monitoring developments in this
area.
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CASE 5

Strengthening Social Data Disclosure through

the Workforce Disclosure Initiative

In 2024, ESG-AM continued its participation as a
signatory of the Workforce Disclosure Initiative
(WDI), which it joined in 2022. The WDI is an
investor-led initiative that promotes corporate
transparency on workforce-related matters by
providing access to consistent, comparable data
across operations and supply chains®'. This year,
the initiative transitioned to the Thomson Reuters
Foundation, bringing renewed strategic direction
and expanded capacity to scale its global reach.
As of 2024, the initiative was supported by 47
institutional investors, collectively managing
approximately USD 7.5 trillion in assets.

Every year, the WDI invites the world's largest
publicly listed companies to participate in its
annual workforce survey. The survey is a
comprehensive  questionnaire designed to
improve corporate transparency and
accountability around workforce-related policies
and practices. The survey gathers detailed
insights into how companies manage their
employees and workers across their operations
and their supply chains, with a particular attention
to decent work, social performance, and human
rights. The initiative aims to make workforce data
more accessible and actionable for investors and
stakeholders, helping identify both progress and
opportunities for improvement in corporate
practices.  Participating companies receive
feedback to support future enhancements, while
investor signatories benefit from access to
reported data and a collaborative forum to gain
insights on workforce-related topics.

In the 2024 campaign, 1000 companies were
invited to participate in the survey via email, out of
which 462 companies across 25 countries were
further approached to engage in direct dialogue.
Of these, 278 responded and actively engaged,

including 152 of them by investor signatories.
Ultimately, 144 companies submitted data,
representing a slight decline from 166 in 202362,
Several non-respondents, including companies
that had submitted data in previous years, cited
resource constraints, increased focus on
preparing for emerging mandatory frameworks
such as the EU's Corporate Sustainability
Reporting Directive (CSRD), and compressed
timelines due to the earlier launch of the 2024
survey as reasons for not participating. Despite
these challenges, responsiveness of engaged
companies remained robust, reflecting continued
commitment to voluntary transparency around
workforce and human rights metrics.

ESG-AM engaged with 15 issuers, including three
potential investees. All but three were responsive,
and three disclosed workforce data. Notably, one
of these, a global building materials company, had
received annual disclosure requests from the WDI
since its launch in 2017 and had previously been
engaged by ESG-AM in 2023, but only submitted
data for the first time in 2024.

As in previous years, some outreach did not result
in submissions but helped raise awareness of the
WDI and the broader importance of social data
disclosure. For example, three companies
expressed interest in future participation,
including a large transportation and aerospace
manufacturer we re-engaged in 2024 after it
declined to disclose in 2023. Although the
company indicated early on that it would not
submit data this year, ESG-AM treated the
interaction as a chance to highlight the WDI's
purpose and underscore areas of potential
improvement and requested a pre-populated
survey on its behalf. Prepared by the WDI team for
selected core companies or upon investor
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request, the pre-populated survey maps publicly
available data against WDI survey questions,
identifies disclosure gaps, models peer-based
disclosure scores, and references relevant
reporting frameworks. ESG-AM shared the pre-
population with the company and proposed a call
to review the findings. This discussion, held with
the company’s sustainability and investor
relations teams alongside a WDI representative,
provided useful insights into how the company’s
disclosures align with WDI expectations and
areas of improvement remain. Although the
company did not submit data this in 2024 due to
its CSRD focus, it welcomed continued dialogue
with the initiative, making it a promising candidate
for re-engagement in 2025.
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Given recent developments, such as deferrals that
occur in connection with the EU's Omnibus
proposal ® , broader uncertainty around
mandatory disclosure timelines, and rising public
debate over ESG and DEI practices, voluntary
initiatives such as the WDI continue to serve a vital
role. These platforms offer companies a
consistent framework to disclose workforce-
related data, foster accountability, and build
stakeholder trust.

By participating in voluntary initiatives, companies
can maintain momentum in their sustainability
efforts, preparing for future compliance and
adapting effectively within the evolving ESG
landscape.
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Promoting Climate Disclosure and Target-

CASE 6

Setting: Results from the CDP Non-Disclosure

and Science-Based Targets Campaigns

At ESG-AM, we view transparency on
environmental issues as a cornerstone of
responsible investment. In support of this, ESG-
AM became a CDP signatory in 2022. CDP is a
global non-profit organization that operates one
of the world's leading platforms for environmental
disclosure, helping companies measure and
manage their impacts related to climate change,
deforestation, and water security®. Our support
for CDP reflects a core belief: that climate-related
data and science-based targets provide essential
input for sound corporate strategy and informed
investment decisions. For companies, disclosure
contributes to accountability and credibility. For
investors, it offers valuable insights into climate-
related risks and readiness for transition. In 2024,
we reaffirmed this commitment through active
participation in CDP’s two key initiatives: the Non-
Disclosure Campaign (NDC) and the Science-
Based Targets Campaign.

ESG-AM's participation in the CDP Non-Disclosure
Campaign % continued in 2024 for the third
consecutive year. The campaign brought together
276 financial institutions managing more than
USS21 trillion in assets. Collectively, 1,998 high-
impact companies were approached, together
responsible for over 4,300 megatons of CO,
equivalent emissions, an amount comparable to
the combined annual emissions of India, Brazil,
Germany, and the United Kingdom. Of these,
1,329 companies were specifically encouraged to
disclose climate-related data, and 191 responded
by submitting information through CDP’s
platform. Within this climate-focused segment,
ESG-AM served as a lead engager, taking on an
active role in engagement with one of the targeted
companies.
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In this role, ESG-AM contacted TriNet Group, a
U.S-based provider of human capital
management  solutions, encouraging the
company to disclose climate-related information
via CDP's Climate Change questionnaire. Despite
a formal request, follow-up, and an escalation to
senior management, the company opted not to
participate. Although CDP offered to facilitate
further dialogue, no subsequent discussions were
held, and the company confirmed it would not
submit a response. CDP subsequently assigned
TriNet an "F" rating, indicating non-participation.
As a result, the company remained ineligible for
inclusion in ESG-AM'’s climate-aligned investment
strategies at the end of 2024.

In parallel, ESG-AM supported the final edition of
the CDP Science-Based Targets Campaign
advocating for the decarbonization of high-impact
sector. This initiative concluded in October 2024
with the backing of 307 financial institutions— a
31% increase compared to the prior year— who
collectively engaged over 2,700 companies from
October 2023 to September 2024. The campaign
encouraged participating companies to adopt
emissions reduction targets aligned with the
goals of the Paris Agreement, aiming to limit
global temperature rise to well below 2°C, with a
stretch target of 1.5°C.

By the end of the engagement cycle, 71
companies had committed to the Science-Based
Targets initiative (SBTi) . Among ESG-AM
portfolio companies targeted through the
campaign, 6 joined the SBTi, 3 expressed interest
in joining, and 10 were actively evaluating the
feasibility of setting science-based targets.
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Our engagement in these two CDP 2024
campaigns underscores ESG-AM’s continued
dedication to environmental accountability,
transparency, and ambition. While our outreach to
TriNet did not yield a formal disclosure, the
broader campaign underscored a positive trend:
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increasing engagement among companies
towards enhanced transparency and alignment
with  science-based targets. We remain
committed to collaborative initiatives that
encourage meaningful climate action and
contribute to a more sustainable, resilient future.
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6 TACKLING SYSTEMIC
CHALLENGES THROUGH
POLICY ENGAGEMENT

As outlined by the Principles for Responsible Investment (PRI), policy engagement refers to
‘engagement with policymakers conducted as part of investors’ approach to responsible
investment.”®® At ESG-AM, we recognize that shaping a sustainable future involves more than
corporate engagement, it also demands informed contributions to public policy dialogue.
Investors alone may not be positioned to address systemic risks, such as climate change,
biodiversity loss, and social inequality. Policy engagement presents a pathway to support the
development of frameworks intended to mitigate these issues. By engaging with policymakers,
investors can help align regulatory environments with long-term sustainability goals. This
collective, multi-stakeholder approach is considered instrumental in advancing progress at a
scale beyond the reach of individual entities.

In 2024, we conducted a review of our Engagement Policy to more clearly articulate the intended
role and boundaries of policy engagement within our broader responsible investment
framework. A key outcome was the development of internal guidelines to clarify our approach
and highlight priority areas aligned with our investment focus. These guidelines were shaped by
principles outlined in the Swiss Stewardship Code, which identifies policy engagement as an
integral component of stewardship and complementary to both individual and collaborative
efforts. Recognizing that leading institutions in sustainable investing view policy engagement
as a best practice, and in some cases, a necessity for alignment with international sustainable
finance frameworks, ESG-AM sought to ensure transparency and consistency in its approach.
Unlike issuer-focused engagement, which enforces prevailing norms, policy engagement aims
to inform the evolution of those norms, functioning outside traditional regulatory processes.
Given its nuanced nature, our policy engagement activities are supported by documented
protocols and communicated publicly. The guidelines will be formally adopted as an annex to
our Engagement Policy following ESG-AM's Board approval.

As part of our growing commitment to responsible policy dialogue, in 2024 ESG-AM joined the
UN PRI Regional Policy Reference Groups for Switzerland and the EU, followed by the Global
Policy Reference Group. These groups facilitate a structured dialogue between the PRI and
signatories, ensuring that our approach remains current, aligned, and supportive of best
practices in responsible investment.
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In addition, in 2024 we supported four investor statements signed collectively with other
investors, aligning our efforts with those outlined by the UN PRI, aimed at enhancing business
transparency, responsibility, and long-term sustainability.

UN PRI, LONDON
STOCK EXCHANGE
GROUP (LSEG), AND
UNITED NATIONS
SUSTAINBLE STOCK
EXCHANGES INTIATIVE

Sign-on statement calling
for the adoption of
International Sustainability
Standards Board's (ISSB)
standards®.

Relevant authorities across jurisdictions
were called to adopt the ISSB's IFRS S1 and
S2 standards by 2025 to ensure consistent,
reliable, and decision-useful sustainability
disclosures that enable efficient capital
allocation and accelerate the transition to a
net-zero global economy.

FRANK BOLD,
SUPPORTED BY UN PRI

Investor statement calling
for the timely development
of EU  sector-specific
standards for sustainability
reporting”®.

The European Union was urged to promptly
develop  sector-specific  sustainability
reporting standards to enhance clarity,
reduce  reporting  burdens,  support
assurance processes, and uphold its global
leadership in sustainability disclosures.

GROUP OF
INSTITUTIONS
INCLUDING CDP, UNEP
FI and UN PRI

Financial sector statement
for an ambitious
international legal binding

Member States negotiating the international
legally binding instrument (ILBI) to end
plastic pollution were encouraged by the
financial sector to adopt an ambitious,
science-based agreement with binding
obligations, aligned financial flows, and clear
rules to support a circular and sustainable
plastics economy.

THE INVESTOR
AGENDA, SUPPORTED
BY UN PRI and CDP

instrument  for  ending
plastic pollution”!
2024 Global Investor

Statement to Governments
on the Climate Crisis’?

Governments worldwide were encouraged
to adopt a whole-of-government approach
and enact comprehensive climate policies
that unlock private capital for a just
transition to a climate-resilient, nature-
positive, net-zero economy.
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({’ Contact

We actively seek to enhance our approach and welcome feedback. Please share your thoughts
on this Engagement Report at engagement@esg-am.com.

For further information, feel free to reach out to our Engagement Manager, Paula Krol:
paula.krol@esg-am.com


mailto:paula.krol@esg-am.com
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DISCLAIMER

This document was produced by ESG-AM AG (ESGAM), a Zurich based company, licensed by the Swiss Financial
Supervisory Authority FINMA as asset manager of collective assets.

This marketing material was produced with the greatest of care and to the best of its knowledge and belief following
the principles of good faith. Although ESGAM believes that it has taken due care in compiling the contents of this
document, ESGAM does not warrant, either expressly or impliedly, the accuracy, correctness, or completeness of the
information, text, graphics, or other items contained in this document, and the document should not be relied upon
as such. ESGAM accepts no liability in respect thereof. This applies in particular to data or third-party sources used
to illustrate environmental, social or governance (ESG) aspects, which may be incomplete or base on subjective
methodologies.

This document is provided for information purposes only and is for the exclusive use of the recipient. The information
contained herein is of a general nature and is not intended to address the circumstances of any particular individual
or entity. It is not intended for persons who, due to their nationality, place of residence, or any other reason are not
permitted access to such information under local law. This applies regardless of the language in which this document
was written.

Any information comprised in this document may be superseded by or changed due to subsequent market or political
events or for other reasons, but there is no obligation on the part of ESGAM to update this document. There can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in
the future, and no responsibility or liability can be accepted for any error or omission. Similarly, ESG-related data and
ratings may change over time, reflecting evolving methodologies, revisions by data providers, and corporate
development or other reasons.

This document is for information purposes only and nothing contained in this document should constitute a
solicitation, offer or recommendation to buy or sell any investment instruments or services, to execute any
transactions, or to conclude any legal act of any kind whatsoever. You must not rely on any information contained in
this document in making an investment or other decision. Particularly, any ESG-related claims or views expressed
are indicative only and do not guarantee any specific environmental or social outcomes.

This document is not the result of a financial analysis. Any projections, forward-looking statements or estimates
contained in this document are speculative and due to various risks and uncertainties, there can be no assurance
that the estimates or assumptions made will prove accurate, and actual events or results may differ materially from
those reflected or contemplated in this document. Opinions expressed in this document are subject to change based
on market, economic and other conditions. Information in this document should not be construed as
recommendations, but as an illustration of broader economic themes. Any reference to sustainability or ESG-
performance represent qualitative assessments and many not reflect measurable financial impact.

Past performance is not a reliable indicator of current or future performance. The return of an investment may go
down as well as up. Similarly, sustainable performance can vary up- or downwards in the future.

Components of this document are protected by intellectual property laws and are the property of ESGAM or third
parties. To the maximum extent permitted by law, ESGAM will not be liable in any way for any loss or damage suffered
by you through use or access to this information, or ESGAM's failure to provide this information.
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