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Why sustainability investing requires a holistic approach

(Principle 1)

“Only connect... Live in fragments no
longer,” wrote EM Forster in Howards
End. The novel was published in 1910,
but those words are full of relevance for
our own time.

Climate change, biodiversity loss and societal issues
such as inequality represent huge challenges.

But the transition to a more sustainable and
equitable world will also create vast opportunities.

In this context, it is important investors work
collaboratively to understand the shifts sweeping
economies, protect our clients’ capital and drive long-
term value creation. To do this we must connect with
our colleagues and other stakeholders to share
information and avoid fragmented thinking.

This is the guiding principle behind our engagement
approach. At the micro level, we engage with the
companies we invest in, and the tenants of the
buildings we own, to support their efforts to operate
more sustainably. At the macro level, we undertake
collaborative engagements with sovereign issuers,
policymakers and regulators to help address market
failures and other obstacles to sustainable action.

We think this approach allows us to deliver better
outcomes for our clients. Engaging with companies
gives us “bottom-up” insights into market failures
that need to be fixed. Our macro engagement,
meanwhile, gives us a “top-down” sense of how
policy and regulation are progressing, informing our
corporate engagement and supporting our
investment teams to position portfolios helping to
deliver long-term risk-adjusted returns for our
clients We call it holistic stewardship.

This year’s Annual Sustainability Review is full of
examples of our holistic approach in action. Take
our flagship Climate Engagement Escalation
Programme, which focuses on so-called “hard-to-
abate” sectors. As part of this programme, in 2023
we brought together airlines, engine manufacturers
and biofuel producers in a productive roundtable
event to explore how decarbonisation of the
aviation industry might be achieved.

Or consider the progress we are making in our
Private Markets business. During 2023 we took
further steps towards our net-zero ambitions by
originating new green and sustainable assets.

We continued to develop sustainable and
affordable homes in the UK. And our Climate
Transition Real Assets Fund acquired Glen Forsa,
a site on the Isle of Mull in Scotland, where we plan
to capture carbon through biodiverse landscape
design and tree planting.

In November, | was proud to attend the 28th annual
UN Conference of the Parties (COP28) in Dubai,
where our team engaged with policymakers and
negotiators at a series of events on climate finance.

| came away from the conference feeling energised
and optimistic, despite the undeniable scale and
complexity of the climate challenge. Having
witnessed the public and private sectors come
together in a spirit of true openness and
collaboration at COP, | returned home confident
solutions lie within our grasp. The key, as always,
IS to connect.

Mark Versey
CEO, Aviva Investors

€¢ Climate change, biodiversity
loss and societal issues such as
inequality represent huge
challenges. But the transition
to a more sustainable and
equitable world will also
create vast opportunities. ”’

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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S

L —

Experience and integrity
of approach

We are proud to be a company of action,
united by a firm-wide commitment to work
with and for our clients to do what is right for
them, society and the world around us.

At a firm level, sustainability considerations
are integrated across all levels of our
organisation, in our purpose, people and
processes*. Understanding environmental,
social and governance (ESG) factors, the
risks and the opportunities, makes us better
investors, delivering the investment
outcomes our clients expect and helping us
to make informed decisions on how we
run our business.

Investment approach

Holistic stewardship

Actions that unlock value

Integrated ESG

We consider material ESG factors in our
investment decisions**, using insights that
go beyond the conventional.

Our portfolio managers are empowered to
make the right decisions for the best client
outcomes, supported by an ESG capability
thatis integrated into our investment
franchises via specialist teams.

*This integration is in reference to the firm structure and approach and is separate from specific product objectives.

**This is not binding on the investment manager, beyond any specific ESG criteria which is in a Fund prospectus or Investment Management Agreement.

Holistic stewardship

As an active owner with scale and global
reach, we use engagement, voting and

investment decisions to drive a transition to

a sustainable future. We invest in, and stay
engaged and partner with, a variety
of stakeholders to improve the
sustainability of our investments.

We work in partnership with clients,
policymakers and regulators, sharing
knowledge and collaborating as we share
the challenge to build a more sustainable
future for us all. We are committed
to reforming capital markets and
empowering our clients to make
informed choices.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.

Afterword

Appendix

Solutions that start with
investors’ needs

It is our responsibility as asset managers to
understand and seek to deliver on the
specific and varied sustainability
preferences of our clients.

Working in partnership with investors
to identify and shape solutions to meet
their needs is a fundamental part of
our approach.

Aviva Investors, Annual Sustainability Review 2023
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Public Markets highlights

This covers the investments we make in companies (through equity and credit), sovereign debt and multi-asset strategies.

3,783 281

company engagements with 2,275 issuers engagement wins,? of which 154 were material®

1,694

substantive company engagements’

96

sovereign engagements with 56 issuers substantive sovereign engagements

25 per cent

of votes against management resolutions
(including 43 per cent of pay proposals)

67 per cent #3 Ranking

votes in favour of climate and being one of only four asset managers to achieve
social shareholder proposals an “A” or “AA” rating out of 77 worldwide

68,177

votes on resolutions at 6,441
shareholder meetings

1. Please note we have omitted the number of CDP letters which we signed this year. Including CDP, we engaged 11,784 times this year.

2. Defined as changes in entity behaviours in line with a prior engagement ask.

3. Refers to changes deemed particularly meaningful in terms of financial materiality and social and environmental impact and outcomes.
4. Substantive engagement constitutes targeted and tailored engagement.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results. Aviva Investors, Annual Sustainability Review 2023 05
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Private Markets highlights

This covers the investments we make in infrastructure, real estate,
private corporate debt and structured finance. We invest with
sustainable considerations a central pillar of our investment process
because we believe it can minimise risk and allows us to spot

opportunities for our customers.

Putting in place low-carbon infrastructure and solutions to reach net-zero is a major investment
opportunity that could also deliver significant returns in terms of economic growth and job creation.
During the year we made further progress towards our net-zero ambitions, originating £1.2 billion
in green and sustainable assets.

On a smaller scale we’re investing in electric-vehicle (EV) charging, and growing our own network,
investing €30 million in E-Rapid, which will finance the delivery of 3,000 EV chargers in the UK and
Ireland. Within our own portfolio we grew the network to 42 chargers at 18 assets around
the UK.

As well as infrastructure projects we’re delivering sustainable and affordable homes across the UK,
signing a new deal with Packaged Living Homes to finance 174 more sustainable build-to-rent homes
in Hampshire. This is our sixth investment with Packaged Living Homes and all homes delivered
through the partnership are gas free, featuring air source heat pumps and EV charging as standard.

In real estate asset management we’re making great progress against our net-zero pathway goals.

In 2023, we delivered a four per cent energy use intensity and 27 per cent carbon intensity
reduction across the funds we manage under the Net-Zero Asset Owners Alliance (NZAOA)
initiative, against a 2019 baseline.

This is the result of retrofit projects including LED lighting, heat pumps and double glazing. Also
within the real estate portfolio we improved data coverage in the year, with the aim of maximising
real metered data from our buildings. This helps us to plan our operating and capital expenditures for
the years ahead. We also grew our coverage of real data to 60 per cent.

Additionally, we grew our coverage of net-zero due-diligence audits, which go into detail about how
assets should be decarbonised, to 44 per cent of assets by count or 70 per cent by assets
under management.

We delivered another significant investment in carbon removal, within one of our Private Markets
strategies, by acquiring Glen Forsa, a 1,580-hectare site located on the Isle of Mull in Scotland.

We also made progress on our social programme (see “Education and skills outreach at
Curtain House” case study, page 97) and established a social value cluster in London.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.

Aviva Investors, Annual Sustainability Review 2023

06



CEO foreword Turning talk into action

ENGAGEMENT CASE STUDY

2023 Sustainability Investing highlights

Purpose and governance

Investment approach

Holistic stewardship Afterword

Appendix

Plotting a flight path to mainstream sustainable
aviation fuels (Levels 2,3, 4 and 6)

Governance People Earth

Issue

In 2023, to contribute to real-world decarbonisation,
we expanded our flagship Climate Engagement
Escalation Programme (CEEP) to focus on hard-to-
abate sectors that directly depend on hydrocarbon
products. This approach reflects the interlocking
nature of supply and demand; engaging with the
supply-side alone will not be sufficient to accelerate
the energy transition at the scale required.

We also embraced a more holistic “value chain”
approach towards our engagement activity.

This focused on bringing together relevant sectors
and their respective trade associations and
regulatory bodies to discuss shared sector- and
value chain-wide and systemic bottlenecks
impeding decarbonisation. Subjects covered
included the need for shared infrastructure
investment and technologically feasible,
economical solutions to enable a net-zero energy
transition; as well as greater economic incentives
or stable, predictable and reliable policy frameworks
to build a business case.

In order to deliver on the twin objectives of
decarbonisation and energy security by 2030, and
beyond that to 2050, we believe “systems wide”
mobilisation is required. This involves working
across sectors, with other sectors and with
governments to synchronise efforts, share insights
and optimise the value chain. Policy efforts also
need to be intensified to level the playing field and
de-risk emerging technologies.

Action

Building upon our multi-year engagement on the
transition strategies of global airlines, in June 2023
we brought together companies from across the
aviation value chain - including airlines, engine
manufacturers and biofuel producers - in a
roundtable to discuss key opportunities and

challenges impeding decarbonisation. We sought to

collectively identify key policy mechanisms that

would help create a more enabling environment for

these businesses and their respective sectors with
respect to decarbonisation efforts, and to improve

*Please refer to Page 108-112 to understand our approach to the levels of engagement

market conditions for low-carbon investment.
Aviation currently represents 2.5 per cent of global
CO, emissions, with demand for flights expected to
double by 2050.

Outcome

The insights from this half-day event have helped
inform our company-level, industry and macro
views and tangibly shaped the direction of our
Macro Stewardship team’s policy development and

13 fenow

engagement programme with government,
regulators and standard setters for 2024 onwards.
Our forthcoming report, Boosting Low Carbon
Investment in the UK: A Policy Roadmap,
recommends several concrete areas where policy
could help facilitate a more viable sector-wide
energy transition. See more information on our
policy work here.

Recognising that the energy transition will be a
long and complex process, we will replicate this
approach across other hard-to-abate sectors

— see page 112 for more information.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.

Aviva Investors, Annual Sustainability Review 2023 07
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Addressing deforestation risk in banking (Levels 2 and 3)

Governance People Climate

Issue

Deforestation poses a significant threat to wildlife
and contributes to the worsening of climate change.
The destruction of natural forests to produce
commodities including palm oil, soy and cattle
harms ecosystems and reduces the number of
carbon sinks and biodiverse ecosystems around the
world. This could have major economic impacts as
the three sectors with the biggest dependence on
nature - construction, agriculture and food and
beverages - generate around $8 trillion of gross
value added, the value of goods and services
produced by an industry minus the cost of inputs
and raw materials attributed to that output.®> Banks
can have a transformative impact on reallocating
capital for a forest restorative future and enhancing
due diligence in supply chains. To continue forward
movement on this issue, we have engaged at
multiple levels including at both direct and sector
levels. While individual company engagement can
be effective, collaboration with like-minded
investors can amplify our impact.

5. WEF_New_Nature_Economy_Report_2020.pdf (weforum.org)

Action

Aviva Investors is a part of the Finance Sector
Deforestation Action (FSDA) Group, which acts to use
its best efforts to eliminate commodity-driven
deforestation from its portfolios by 2025. We led
engagements with the Bank of Montreal and the
Commonwealth Bank of Australia, and acted as a
supporting investor with Bank Mandiri. These
companies’ lending activities were identified as
having high risk exposure in research informed by
Global Canopy’s Forest 500 list, which tracks the most
influential firms linked to deforestation in their supply
chains and investments. Our asks have focused on
encouraging them to provide further information on
their approach to deforestation risk , their responsible
lending requirements and how they are working to be
deforestation free.

Our nature team also held two one-to-one
engagement calls with Barclays. One focussed on
strengthening the company’s lending requirements
under palm oil, soy and beef supply chains to
consider stricter components under its deforestation
policy, and the other focussed on learning more
about how it contributes towards reversing
biodiversity loss.

Outcome

Engagement with financial institutions overall
proved fruitful. Bank of Montreal is taking steps to
collect information on its clients, and we look
forward to seeing how the bank uses this data to
reduce its exposure to deforestation risk. Similarly,
the Commonwealth Bank of Australia also updated
its Environmental and Social Framework, which
now excludes project financing to companies that
operate in Ramsar sites, which are wetlands
designated as of international importance. Dialogue
with Bank Mandiri was positive as we found the
company is undertaking nature rehabilitation in
post-mining activities. Going forward, we will focus
on the bank making an overarching commitment
to deforestation.

Our engagements with Barclays were also
insightful. Not only is the company making steady
progress on deforestation issues, but it is also
developing a programme of work which will focus
on sector-level deep dives and building on existing
disclosures which will focus on dual materiality.
Barclays has also been supportive of the Taskforce

1 2 NPT 1 IéIIIE:II.EOW WATER

CONSUMPTION
ANDPRODUCTION

O

on Nature-related Financial Disclosures (TNFD)
framework, which sets out recommendations for
companies on disclosure of nature-related
dependencies, opportunities and risks, and was
involved in the pilot.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Decent workplace conditions - living wage, collective
bargaining and a just transition (Levels 4 and 6)

Governance Earth @

Issue

In the automotive sector, a drawback of
globalisation has been a rise in the exploitation of
workers in regions where labour standards are
weak, which perpetuates inequality and contributes
to global poverty. From a climate point of view, the
decarbonisation of the sector through
electrification and EV uptake is critical to the
transition to a net-zero economy. Since the sector
directly employs close to 1 million workers in the US
alone in the manufacturing of internal combustion
engines (ICE), itis important to meaningfully
consider a just transition in its decarbonisation and
labour management plans. This can take the form
of engaging with labour unions to co-develop
workforce plans that include earmarking budgets
for training, reskilling and redeployment of staff, as
well as early retirement. In 2023, we observed the
consequences of poor labour relations in this sector,
with coordinated strike action by the United Auto
Workers union targeting the Big Three automobile
manufacturers, with union strikes costing one
company approximately $200m a week.

Regarding supply chain due diligence, companies
have relied on social audits and disclosures and/or
outcomes of voluntary initiatives. However,
historically these have been limited, with a lack of
meaningful results. Considering regulatory
developments in Europe and elsewhere, companies
will need to move away from these and shift
towards mechanisms which are worker-centric,
involve collaboration and have strong
accountability frameworks in place. One such
mechanism is Global Company-Trade Union
Agreements (GC-TUAs) put forward by IndustriALL
Global Union, which argues that GC-TUAs “could
provide a proxy for investors for quality of human
rights due diligence and regulatory compliance for
specific risks, notably on freedom of association
and labour risks addressed by agreements”.

Action

Aviva Investors has been engaging with two auto
companies on these topics. Through our Social
Transition Engagement Programme (STEP), we have
been engaging with an automotive technology
supplier and discussed the company conducting a
human impact assessment, taking action to
mitigate and remediate human rights issues and
committing to paying workers a living wage.
Through joint engagement with our credit, equities
and ESG teams, we also engaged with Ford to better
understand its ambitions for its electrification
strategy given the current economic context.
Specifically, we also wanted to better understand
Ford’s labour management in relation to the EV
transition and in light of negotiations with US and
Canadian unions. As part of this, we revisited our
asks on capital expenditure on a just transition of its
workforce, such as through training, reskilling and
early retirement packages if necessary.

NO DECENT WORK AND ‘I U REDUCED 13 CLIMATE
POVERTY ECONOMIC GROWTH INEQUALITIES ACTION

it ) «d | =

v

We also jointly hosted a roundtable on supply chain
labour rights with IndustriALL Global Union. In it,
we explored the challenges associated with social
auditing in global supply chains and emphasised
the importance of endorsing worker-centric models
grounded in binding agreements between global
corporations and trade unions, and the role
investors can play in this.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.

Aviva Investors, Annual Sustainability Review 2023 09
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Decent workplace conditions - living wage, collective
bargaining and a just transition (Levels 4 and 6) (cont’d)

Outcome

We escalated our concerns over human rights risks
management with the automotive technology
supplier, through a vote against one of its directors
at the company’s 2023 AGM. This was due to slow
progress on our asks, particularly with regards to
human rights due diligence, and concerns over
living wages. Following the AGM, we met the
company to discuss these issues and found the
responses suggested a lack of confidence in
meeting our engagement asks. While we did note a
commitment to conduct a human rights due
diligence process using an internal system and to
provide additional disclosures, our investment
teams decided to re-evaluate the company’s
suitability for their portfolios, especially in light of
the company’s exposure to human rights risks. We
divested our holding.

With Ford, we are pleased with the outcome
reached with the Canadian union regarding its
workforce. The company has agreed to pay
increases worth up to 25 per cent over the three
years of the contract as well as bonuses, improved
retirement benefits and, importantly, measures to
protect employees as it retools factories for EVs. The
company also has a dedicated budget for employee
training and reskilling,.

In the roundtable, investors showed interest in the
need for a comparative analysis between social
auditing, company-led initiatives and GC-TUAs,
which we will discuss in further meetings.
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This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Collaborative sovereign climate engagement

(Level 5)

Governance People Earth

Issue

Climate engagement is a key tool for all responsible
investors, including sovereign bondholders where
the counterparties - government policymakers - set
“the rules of the game” across entire economies.
This creates an opportunity to gather information,
encourage decarbonisation within our sovereign
debt holdings, and complement our corporate and
macro stewardship activity.

However, navigating sovereign systems can be
complex and resource intensive, and opportunities
to engage with major issuers are scarce. This is
where we saw a role for collaboration and, in 2022,
we helped establish a pilot collaborative sovereign
engagement initiative on climate, focussed on
Australia and co-ordinated by the UN Principles for
Responsible Investment (PRI).

6. Correct as at 31 January, 2024

Action

In 2023, we played a leading role in the initiative as
an Advisory Committee member, lead investor for
the Department of Climate Change, Energy, the
Environment and Water (DCCEEW) in Australia and
by co-leading an investor field trip. Throughout the
year, we added the perspectives of international
investors to the policy deliberation process through
approximately 30 engagements with Australian
sovereign entities and relevant stakeholders,
including senior figures from the treasury, DCCEEW,
state governments, regulators and central bank.

Outcome

While recognising sovereign engagement outcomes
can be indirect, slow moving, and that the voice of
international investors is one among many, we
promoted actions that can help mitigate climate
risk, including by supporting the case for industry-
specific decarbonisation pathways. The DCCEEW
announced plans to develop six sectoral
decarbonisation plansin July.

The insight our investment team gained into
Australia’s improving climate risk management and
our strengthened relationship with the debt
management office contributed to the investment
thesis for participating in a syndication of Australia’s
30-year bond and entering an overweight position,
in October 2023. The position contributed positively
to the portfolio.®

“')I‘)"

’]3 CLIMATE ‘I PARTNERSHIPS
ACTION FORTHEGOALS

Q| P

By the end of the year, the pilot expanded to a
further 18 investors, enabling the group to further
specialise. Aviva Investors subsequently became a
lead investor for the new federal government
working group. We were also invited to PRI In
Person 2023 to showcase our approach to policy
engagement through the collaboration and our own
sovereign engagement activity.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Aviva Investors at COP28 (Level 6)

Governance People Earth

Issue

The 28th annual United Nations Conference of the
Parties (COP28) was held in Dubai in November and
December 2023. COP28 saw the 198 “parties”
(countries) that signed the UN Framework
Convention on Climate Change (UNFCCC) in 1992
come together to discuss progress made on climate
action. The UNFCCC commits the countries to work
together to stabilise emissions “at a level that would
prevent dangerous anthropogenic (human-
induced) interference with the climate system”.
Later COPs have added further agreements to the
global climate action ecosystem, most notably the
Paris Agreement, agreed at COP21 in 2015, in which
196 countries agreed to limit emissions to levels
that would keep global temperature increases “well
below” two degrees Celsius above the
pre-Industrial Revolution average, and as close to
1.5 degrees Celsius as possible. The key outcome
of 2022’s COP27 for Aviva Investors was a
recommendation for financial-system reform

to deliver the investment necessary for the

energy transition.

7. Emissions Gap Report 2022 (unep.org)

Going into COP28, it was clear that urgent and

significant progress needed to be made on the
crucial question of how the world finances the
global transition, for which we need to harness
$4-6 trillion of investment per year.”

Action

To set out our thinking about how this question
might be effectively answered, we launched our
new climate finance report, The Tipping Point for
Climate Finance, in November 2023. At COP28in
Dubai we extensively engaged with key
policymakers and negotiators during the
conference to advocate for the consideration of
meaningful financial system reform, including
within the outcome text.

While at COP28, we attended the fourth Public-
Private Sector Climate Finance Dialogue, at which
negotiators and private finance actors explored how
private finance can be maximised in support of the
Paris Agreement goals. There, we introduced our
report’s proposals, including national transition
plans for the implementation of Nationally
Determined Contributions - pledges made by
countries under the Paris Agreement to reduce their
emissions and adapt to the impacts of climate

change - and multilateral institution transition plans
to set out how these organisations’ mandates and
practices will evolve. We were also invited to present
our thinking to the finance negotiators at the
Technical Expert Dialogue for the New Collective
Quantified Goal on climate finance. We also took part
in high-profile events covering private and public
finance related to transition planning, including a
Glasgow Financial Alliance for Net Zero (GFANZ)
roundtable with the Financial Stability Board and
global regulators, and a panel hosted by the Network
for Greening the Financial System (NGFS). During
these events, we highlighted the need for mandatory
transition plans for companies globally and for
alignment on metrics, which should then support
transition plans at the level of countries and the
international financial architecture. Finally, at a
World Bank panel on nature finance, we emphasised
the need to tackle nature loss and climate change
together by transforming the financial system to
ensure all financial flows support progress towards
the goals in the Paris Agreement and the Kunming-
Montreal Global Biodiversity Framework - a historic
multilateral agreement made in 2022 to halt and
reverse nature loss and to align finance with
biodiversity goals.

13 CLIMATE 1 6 PEACE, JUSTICE 17 PARTNERSHIPS
ACTION AND STRONG FORTHEGOALS
INSTITUTIONS
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Outcome

We were pleased to see financial system reform
reflected strongly in the COP28 outcome text,
particularly in the call for countries to strengthen
their regulatory, policy and incentive frameworks
in order to unlock private finance in support of the
transition and work together to reform the
international financial architecture. We enjoyed
witnessing the high levels of openness and
collaboration between global policymakers,
businesses and financial institutions that led to the
outcome.

We look forward to continuing our contribution to
the multilateral climate finance process,
particularly through inputting to sustainable
finance multilateral processes and continuing to
advocate for national transition plans to shift
economic fundamentals.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Striking the right balance on
executive remuneration (Levels 2 and 4)

Governance People Earth Climate

2023 was a defining year for corporate
governance, culminating with an open
letter from the Capital Markets Industry
Taskforce on resetting the UK’s approach
to corporate governance in November.®
The open letter came at a time of the
Financial Reporting Council’s review of its
Corporate Governance Code and
emphasises the need for nuanced
approaches that promote the
competitiveness of the UK market. While
this has been several years in the making,
the 2023 proxy season reflects these
challenges.

As cost-of-living challenges have continued, there
have been an increasing number of questions
around executive pay, fairness and inequality. In
addition to fairness, investors have an interest in
finding the right balance of executive pay to support
long-term business performance. A company’s
performance today could be endangered by high
employee turnover, potential lower productivity
and, eventually, customer churn. Fairness is a
complex and multi-faceted issue, encompassing
how pay decisions are made, alighment between
payouts and business performance, whether
employers are paying real living wages (wages that
are aligned with the cost of living), as well as the
trend and size of the differential between CEO and
employee pay.

Lack of accreditation with the Real Living Wage
Foundation or failure to pay a real living wage were
among the reasons we did not support 77 UK
remuneration reports in 2023.

8. Resetting the UK’s approach to corporate governance - an open letter from the Capital Markets Industry Taskforce

We welcome the positive trend in disclosure on the
different measures taken to support employees
through pay, benefits and well-being packages.
Many companies have chosen to award higher salary
increases in percentage terms to the lower paid and
some have made one-off support payments linked
to the cost-of-living crisis. However, in general, more
can be done or disclosed especially when
companies are looking to justify executive pay
increases or outcomes. While we do support
rewarding executives for exceptional business
performance, large payouts should be strongly tied
to this performance, and accompanied with
adequate disclosures.

For example, in 2023 while we supported significant
increases to the Long-Term Incentive Plan
opportunity for executives of Safestore plc, given the
low positioning of their fixed pay, we have been
engaging with the company on what more it could
do for other staff. While the company explained it is
paying significantly above the UK National Living
Wage, we asked it to consider committing to pay all

NO DECENT WORKAND 1 REDUCED
POVERTY ECONOMIC GROWTH INEQUALITIES

it | «f | =

v

staff and contractors the real living wage. For other
companies including Capita plc, we have voted
against pay arrangements due to concerns over the
former CEQO’s pay, and the increasing CEO: employee
pay ratio. Since its 2023 AGM the company has
announced a significant cost reduction programme
(including employee consultation programmes) and
it has withdrawn from the real living wage scheme
(although employees would still be paid more than
the National Living Wage).

In addition, we have observed a steady rise in
occasions where we are escalating ongoing and/or
material concerns through votes against
remuneration committee chairs (317 votes in 2021
compared to 521 in 2023). However, in 2023 we
withheld support on fewer pay-related resolutions
(43 per cent) than we did in 2022 (49 per cent). Itis
key that companies provide greater transparency
around how broader stakeholder considerations are
considered in deciding executive pay, particularly
when it comes to the treatment of customers within
consumer-facing energy and utility companies,
supermarkets and banks.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Striking the right balance on

executive remuneration (Levels 2 and 4) (contd)

On the flip side, we understand that companies will
pay those at the top of the organisation in order to
be competitive with peers, or otherwise they will
struggle to attract or retain the best talent. By way
of example, the expectations of UK investors around
executive pay have been cited as potentially
hampering the competitiveness of the UK market.

Specifically, a number of UK companies have a
significant amount, if not a majority, of their
business in the US and, therefore, are competing for
talent in a market where executive pay is materially
higher thanitis in the UK. If such companies make a
case for increases but shareholders reject the
proposals, then this could increase the retention risk
for current management teams. The same
companies will struggle to replace management
personnel when they leave if they have to operate
under the same constraints. That is not an optimal
outcome for shareholders and could potentially be
even worse if such companies decided to move their
UK listing to markets where they would not face the
same kind of challenge.

There have also been concerns expressed around
the structure of executive pay in the UK. Features
such as deferral of bonuses, long performance
holding periods on share awards and shareholding
requirements are seen by us and other UK investors
as the leading standard for aligning the interests of
management with shareholders. Unfortunately, few
of these features have been accepted in other
markets contributing to the uneven playing field for
certain companies. Again, for some companies we
would be willing to support pay arrangements that
do not contain all the usual features if a strong case
is made.

As such, in 2024 we expect to see material changes
to executive pay arrangements for a few UK
companies. However, we will continue to champion
the needs of the wider workforce and hold
remuneration committees to account for repeat
concerns over executive pay outcomes.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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CEO foreword Turning talk into action

2023 Sustainability Investing highlights

Purpose and governance

Our sustainability approach

Sustainability is fundamental to

our business strategy, alongside a focus

on enhanced customer outcomes and
simplification. We are here to deliver the
specific outcomes that matter most to our
clients. This goes beyond short-term returns
and necessitates an understanding that our
actions today interact with and influence
the world we and our clients will live

in tomorrow.

At Aviva Investors, our Sustainable Investing function
covers a broad set of activities, which includes:

« Net Zero-related investment activity

« Integrating ESG insights into investment to improve
performance

 Targeted investment in thematic trends, for
example, nature

« Sustainable products to suit clients’ varied
sustainability needs

« Stewardship (including macro-stewardship),
engagement and voting

9. Read our full Collaborative list

We believe the future economy will look fundamentally
different to the present one, characterised by
decarbonisation, the protection and restoration of
nature, and the need to operate on a more ‘just’ and
inclusive basis. We see it as our role to understand and
identify positive investment opportunities on behalf of
our clients that align to their specific sustainability
needs, whilst using our influence and convening power
to support an orderly transition, and one that supports
the delivery of long-term risk-adjusted returns to our
clients in our capacity as stewards.

We believe in the importance of understanding and
delivering our clients’ differentiated sustainability
preferences and goals. This can be through the
development of sustainable products with specific
sustainable outcomes. It is also important we partner
with clients to build the specific sustainability solutions
they need to address evolving sustainability
challenges, for example, stemming from net zero
commitments, opportunities to finance the transition
or decarbonisation goals.”

Taking the learnings from our experience and approach
to sustainability and applying them to our clients’
sustainability challenges today is central to what we
do. We have a long heritage of striving to deliver

Investment approach

Holistic stewardship Afterword

Appendix

excellence for our clients in our approach to
sustainability, having published our corporate
governance voting policy since 1994. We included
material environmental and social issues within that
policy in 2001 and also became founding signatories of
the UN PRI in 2006. We continue to refine and embed
our approach to sustainability practices today, for
example evidenced by the steps we have taken to
structurally embed ESG analysts with the investment
teams to improve the timeliness and value-adding
nature of our ESG insights and our extensive
participation in and, where we believe we can make a
significant contribution, leadership of sustainable
finance initiatives.’

By investing sustainably, including engaging with
companies at the micro level and with governments
and regulators at the macro level, we can help achieve
more inclusive economic growth, environmental
protection and social development. Businesses like
ours have a key role to play to fund the UN Sustainable
Development Goals (SDGs). We are particularly proud
that the Corporate Sustainability Reporting Coalition,
in which we played a founding role, helped create SDG
12.6 around corporate transparency and performance
disclosure.

Our approach to
sustainability is is
fundamental to our
business strategy,
alongside a focus

on enhanced customer
outcomes and
simplification

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Our sustainability approach (contd)

Recognising certain clients want to target specific Finally, we recognise our own business plays an
outcomes linked to the SDGs, we continue to develop integral part in today’s financial ecosystem and its
our capabilities to deliver research, engagement and capacity to deliver for society. As such, itis not only
solutions as part of our approach to sustainability. our actions as participants in capital markets but
This has included the launch of a global sustainable also our own culture and activities that must
transition range. embody our values and live up to expectations.

This report should therefore also be read in the

In parallel, we advocate for transformational change context of Aviva’s broader corporate sustainability*!

to incentives and rules so that capital markets become
more long term-focused and support delivery of the
SDGs. To deliver the estimated $90 trillion of
investment needed to enable sustainable
development over the next 15 years and move from

and Task Force on Climate-related Financial
Disclosures (TCFD)* reporting.

“billions in overseas development assistance to the
trillions in investments of all kinds”, as the World Bank
notes,'® the private sector and private finance need to
play a greater role.

To that end, we convened the coalition for an
International Platform for Climate Finance (IPCF) to
produce recommendations to help marshal the
financial resources needed to power a transition

to a Paris-aligned global economy. These
recommendations were reflected in the $140 trillion
GFANZ COP26 Call to Action, and the IPCF continues to
push for their implementation.

10. From billions to trillions - Transforming development finance post-2015 Financing for Development: Multilateral Development Finance (imf.org)
11. Corporate responsibility - Aviva Investors
12. Climate-related financial disclosure - Aviva plc

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results. Aviva Investors, Annual Sustainability Review 2023 18
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2023 Sustainability Investing highlights

Purpose and governance

Our sustainability approach (Principle 2)

Long-standing belief in the material
impact of ESG factors on the delivery of
long-term risk-adjusted returns.

We recognise and embrace our duty to act
as sustainable long-term stewards of our
clients’ assets. We maintain a deep
conviction that ESG factors can have a
material impact on investment returns
and client outcomes. Being a sustainable
financial actor means our investment
approach must support, and not
undermine, the long-term sustainability of
capital markets, economies and society.

Identifying investment
opportunities in the transition to the
low-carbon economy

We seek positive investment opportunities for our
clients in the context of the transition to a more
sustainable future and, promote the relative merits
of engagement over divestment. This involves being

more discerning about where we see opportunities
for alpha generation including in the following key
sustainable thematics: climate solutions, circular
economy, and nature-based solutions.

We believe a purely exclusions-based approach or
simply investing in today’s sustainability leaders
would limit our ability to shape a sustainable
future and would not help facilitate the transition
to a low-carbon economy. Real change requires
substantive change to an overhaul of the world’s
economy and industries. Investors have an integral
role to play in supporting in the transition from
“brown” to “green’.

Investors have an
integral role to play
in supporting in the
transition from
“brown” to “green”

Investment approach Holistic stewardship

Afterword
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Figure 1. Global greenhouse gas emissions by sector
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Our sustainability approach (contd)

Supporting solutions providers in
public and private markets

We believe solutions providers can present exciting
investment opportunities, as well as being “green”
today. Many solutions providers are found in the
energy generation sector. However, as shown in
Figure 2 below, the adoption of these solutions in
areas such as industry and transportation will
ultimately bring emissions down. Energy use in
buildings is another area of huge potential emissions
reductions. Within our Private Markets platform, we
use ESG debt covenants to bring about positive
change from sponsors over a loan’s life. We also
partner with industry-leading consultants to reduce
energy use in the buildings we own.

The rise of ESG investing, with a narrow focus on
“green today” companies, has in many cases resulted
in inflated valuations, which may ultimately
undermine sustainability objectives and generate
suboptimal outcomes for clients. Of course we need
innovative companies to push the technological
envelope and develop new solutions to a wide range
of different aspects of such pressing issues as climate
change, biodiversity loss and social injustice.
However, the adoption of such new technology and
innovative approaches will be the key factor in
ultimately changing the global economy and
addressing these issues.

Taking a holistic approach to
stewardship

Investors can help shape the transition to a
sustainable future by using a variety of levers,
including capital allocation, voting, engagement
and macro stewardship. Insights gained from
dialogue with issuers inform our investment
decision making, and we evaluate use of our
escalation levers on an ongoing basis where
appropriate. Ultimately, we invest in, stay engaged
and partner with a variety of stakeholders to
improve the sustainability of our investments.

Making a difference does not stop with our
investments. We work in partnership with clients,
policymakers and regulators, sharing our expertise
and knowledge and collaborating to build a
sustainable future for our clients. We are committed
to reforming capital markets and empowering our
clients to make informed choices.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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2023 Sustainability Investing highlights

Purpose and governance

Our sustainability approach (contd)

Turning the spotlight inward

We look to hold ourselves to the same governance
and ethical standards we expect of others.
Performance against ESG objectives is embedded
into investment teams’ and senior management’s
annual evaluation and compensation frameworks.
Responsibility forimplementation of our approach
to sustainability rests with the executive committee
and heads of investment functions.

Our commitments in this area are embedded into
our internal controls environment and subject to
robust challenge from our control functions as well
as assurance from external auditors.

13. Nuclear Non-Proliferation Treaty (NPT) - Gov.UK

Exclusions

There are specific and a limited number of sectors
and economic activities where we consider the
sustainability risks to the climate, planet and people
to be so severe that providing equity and debt
funding is fundamentally misaligned with our
approach to sustainability. In these cases, we forgo
the opportunity to engage, and actively exclude
companies and industries from our investment
universe. We also integrate the UN Global Compact
into our baseline exclusion policy; this means
companies that fail to act in line with the UN Global

Figure 2. Our enhanced baseline exclusions policy

Exclusion

Controversial weapons

Investment approach Holistic stewardship

Afterword

Appendix

Compact Principles and do not take adequate
remedial actions are excluded from our investment
universe. This decision is informed by third-party data
as well as internal analysis.

Over the last 12 months, we have amended our
baseline exclusions policy’s approach to nuclear
energy. Moving away from a revenue threshold given
the current global climate, our policy now excludes
companies that supply state nuclear programmes
where the state lacks credible commitments to
effective arms control, disarmament and non-

Threshold

As per current Al Baseline

proliferation as outlined in the Treaty on the
Non-Proliferation of Nuclear Weapons (NPT).}314
Aviva Investors will take guidance from the UK
government on actors who have undermined the
NPT (The UN Non-Proliferation Treaty).

The enhanced policy prohibits investment in
controversial weapons, civilian firearms, coal and
tobacco. The policy ensures we do not make
investments associated with companies that derive
prescribed levels of revenue from the manufacture
of these products.

Exception

Thermal coal

>5%

SBTi or non-fossil fuel
project finance bonds

Arctic oil, oil sands
(unconventional fossil fuels)

>10%

SBTi or non-fossil fuel
project finance bonds

Tobacco

0% T producers
> 25% distribution or sale

UN Global Compact

Source: Aviva Investors

UNGC fails as decided by Al,
based on MSCI data

ESG analyst qual
assessment

Goals and exclusions may vary by jurisdiction, see ‘important information’ section.

14. We retain discretion to additionally exclude companies supplying nuclear weapons state programmes within the NPT, if Aviva Investors considers the state to have undermined non-proliferation arms control treaties, conventions and norms

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Our sustainability approach (contd)

Investing to support the delivery
of the UN Sustainable
Development Goals

Within the Sustainable Investing function, we
structure our research, engagement and sustainable
product development around three key pillars.
These represent what we consider to be the three
key sustainability challenges globally where
investors can have a meaningful influence, namely
social justice, biodiversity and natural capital loss
and climate change. The three pillars are aligned to
the UN’s Sustainable Development Goals.

Purpose and governance

Investment approach

Holistic stewardship

Afterword Appendix

Figure 3. The three biggest sustainability challenges
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Governance of our investment processes

Governance of our investment processes

Our governance structure and processes ensure our
approach to sustainability - including ESG integration,
holistic stewardship and delivering on clients’
sustainability preferences - is embedded throughout our
business. This allows us to meet the requirements of the
Shareholder Rights Directive Il (SRD II) on how we
monitor and engage with companies on strategy,
financial and non-financial performance, risk, capital
structure, social and environmental impact and
corporate governance. This also includes how we work
with other shareholders. There are examples of this in
action throughout this document. These governance
processes also ensure we are acting in a way that is
consistent with other ESG-related regulation, for
example, Sustainable Finance Disclosure Regulation
(SFDR) and TCFD reporting obligations.

Aviva, our parent company and largest client, has set out
its Sustainability Ambition which includes setting targets
as part of the Science-Based Target initiative (SBTi) and
the. Aviva Investors plays an integral role in supporting
the delivery of Aviva’s investment-related sustainability
ambitions through the assets we manage on their behalf.
Aviva Investors has also signed up to the Net Zero Asset
Managers (NZAM) initiative. The Sustainable Investing
Leadership Team is chaired by the Aviva Investors Chief
Executive and is responsible for the investment aspects
of the Aviva Sustainability Ambition.

Our Chief Sustainable Investing Officer has overall
responsibility for Aviva Investors approach to
sustainability and is a member of our executive
committee. He oversees the business’s firm-wide
sustainable investing policies. His personal
committee, the Sustainable Investing Business
Oversight Committee, includes representation from
across the business and seeks to ensure sustainable
investing policies and procedures are aligned with
firm-wide policies and procedures, and that the
business is embedding client preferences into its
approach to sustainability. Our executive committee
directly oversees objectives, targets and performance
related to sustainability. The Chief Sustainable
Investing Officer’s leadership team comprises
individuals responsible for Public Markets ESG
integration, Private Markets ESG integration, the Aviva
Sustainability Ambition, ESG strategy and Macro
Stewardship. Public and Private Markets ESG analysts
work collaboratively with their counterparts on the
investment desks throughout the investment process.

Our analysts as well as our regulatory development
and client-facing teams monitor ongoing
sustainability developments, with any revisions to
policies subject to final approval by the Policy
Approval Group.

ESG integration-related controls are embedded in
support of the investment process to ensure ongoing

Investment approach Holistic stewardship Afterword Appendix
oversight and compliance, which ultimately O Ur gO\/e rnance Stru CtU re
contributes to and supports the delivery of a strong
first-line risk and controls governance framework. dain d p roCcesses ensure our
Examples of key controls embedded into the h . b l
investment processes include ensuring that: d p p forcle tO SU Sta INapbl lty
« strategies are being managed in accordance with —INC I U d 1 g ESG

our baseline exclusions policy

integration, holistic

« investment processes are aligned to and in

compliance with SFDR guidelines Stewa rd S h | p dln d
« processes are being managed in accordance with d e l ive I’i N g OonN C l | e ﬂtS,

our Responsible Investment and Sustainability . .-

Risk policies sustainability preferences
« suitable protocols are in place so that each fund — iS erm bed d ed

has applicable screens applied in accordance with .

IMA guidelines throughout our business

« ESG scores and analytical tools are made available

to portfolio managers (on the investment Building an inclusive workplace

platform) and are referred to and considered as

part of the investment process To be good stewards of our clients’ assets, it is vital

that we have a diverse workforce representative of
 relevant ESG factors are considered in support of

investment ideas and asset allocations

the clients whose money we are entrusted with.

This kind of inclusive and productive working

»  amandatory ESG-specific section is completed environment is created when everyone feels

on all investment analysts’ research documentation stronger together - with no barrier to their ability to
« ESG investment-specific staff are members of key contribute, collaborate and succeed.

Public Markets strategy meetings

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results. Aviva Investors, Annual Sustainability Review 2023 24
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Governance of our investment processes (contd)

To foster this environment, we strive to create a
culture where everyone feels part of a unified team.
We motivate and support people to pool their expertise
as “one team” every day - through smarter ways of
working and the technology and physical environments
that enable true collaboration.

We have implemented a hybrid working model,
encouraging employees to work from home and in the
office to benefit from collaboration and encourage a
work-life balance. As part of our inclusive recruitment
approach, we have introduced an opportunity for
candidates to discuss flexible working arrangements for
all roles and we are rolling out Licence to Hire training
for hiring managers, incorporating a focus on inclusive
hiring principles.

Below are a number of initiatives that are helping to
build an inclusive culture at Aviva Investors.

« Our CEO and People Director sponsor our Inclusion
Committee, which was established in 2020. While it
is important to ensure our diversity, equity and
inclusion (DE&I) focus covers the full spectrum of
diversity, we decided on three strategic priorities
of gender, ethnicity and social mobility as our key
pillars to drive and accelerate progress.

« In 2023, while we focused on these three strategic

pillars as primary focal areas, we extended our inclusion

education strategy to cover disability, neurodiversity,
LGBTQ+, mental health and working families.

In 2021, we launched a reverse mentoring
programme which has continued to expand
annually. The 2022 cohort concluded in the
second half of 2023, and we will look to run this
again in 2024 with a Q3 launch.

We take part in both the Mission Gender Equity,
and Mission INCLUDE cross-industry mentoring
programmes, which are an important method of
development and education for the mentees
and mentors who participate. The programmes
aim to improve the inclusivity of organisations

and diversity of senior leadership teams globally.

In 2023, eight employees took part in these
programmes.

We launched our Return to Work initiative in
2018, with the fifth programme launched in

January 2023. This is a six-month programme for

investment industry professionals returning to
work after an extended career break, with the
goal of securing a permanent position.

There is a particular focus on underrepresented

gender equality within investment/client-facing

roles; this programme builds a future candidate

pipeline to develop into senior roles to support the

gender pay gap. The current retention rate is 63 per

cent, and we will continue efforts to increase this.

In 2022 one of our returners was nominated

in the Investment Week Women in Investment
Awards 2022 for the most inspiring returner.

Due to the success of the programme, Aviva plc has
launched the programme across its technology
and finance functions.

 As part of our attraction and retention strategy,
we piloted a term-time working programme that
allows individuals to work 75 per cent of the time
(13 weeks off), paid on a pro-rata basis, with time
taken off during school holidays. The pilot was
conducted with two employees in the front office,
with a positive response from both employees
and leaders. This illustrates our flexible working
approach to retain gender balance and a work-life
balance.

« Aspart of our early careers outreach, we
partner with a number of charity organisations
(upReach, Career ready, 10000 Black Interns, GAIN)
and social enterprises (Investment 2020), which act
as feeders onto our internship, trainee and
graduate programmes.

« We also rolled out training on best hiring practices,
education on strengths-based assessments and
awareness of bias to improve diverse hiring,.

These partnerships help us reach and attract a

more diverse pipeline of early careers talent, with

a key focus of improving socioeconomic diversity.
Our 12-month trainee programme is offered in
conjunction with Investment 20/20, which is focused
on creating a more diverse and inclusive investment
industry and increasing the available routes to entry.
It champions investment management firms hiring
for potential rather than on academic background
or experience alone. We share that approach,
demonstrated by the use of strengths-based
interview methodology across all our

early-careers programmes.

To progress the existing early-career offerings,
additional interventions to support graduates and
school leavers in planning for post education took
place in 2023. In partnership with Greenhouse Sports,
a charity which partners with schools where over
two-thirds of children are living below the poverty
line, we launched a “Career, Industry and Skills” pilot
programme for year 10 students, ending in a week-
long work experience exercise for older students.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Governance of our investment processes (contd)

Incentives

As part of the annual goal-setting process, all
members of the Executive Committee, including chief
investment officers, have a sustainability goal that
contributes to the annual appraisal process and
remuneration plans. Sustainability goal requirements
are also cascaded and embedded across the
respective investment teams’ goals.

Sustainability policies

We have developed a suite of sustainable investing
policies to clearly articulate our approach to
sustainability at a company, asset class and product
level. Our overall approach to sustainability is
articulated through this document (Tier 1). Below this,
we have policies setting out specific aspects of our
approach in more detail that apply at firm level, asset-
class level or fund level. Finally, there is
documentation to capture client specific details,

for example, client-specific exclusions.

The sustainability policies sit within a tiered
framework that ensures all policies maintain
consistent principles and any positions agreed
cascade down throughout the business in an efficient
manner. Policies refer to the UK and may differ across
geographical jurisdictions for other Aviva entities.

15. Policies and documents - Aviva Investors
16. Policies and documents - Aviva Investors

17. EU Sustainable Finance Disclosure Regulation (SFDR) — Aviva Investors

Figure 4. Aviva plc group-wide corporate responsibility policies

Aviva plc group-wide corporate responsibility policies

Corporate Corporate employee Modern slavery Corporate responsibility,
backdro policies (e.g. diversity, and human trafficking Human rights policy Business ethics code environment and climate Biodiversity policy
P parental leave) statement change business standard
Tier 1

Aviva Investors’ Annual Sustainability Review

Overall approach

Tier 2 Aviva Investors’ global Aviva Investors’ baseline
Firm-wide policies voting policy ESG exclusions policy
Tier3 » Real assets - Responsible Investment & « Liquid Markets - Responsible Investment
Asset class policies Sustainability Risk Policy and Sustainability Risk Policy
Tier 4
Fund and mandate Specific funds have additional individual specifications such as exclusions, inclusions, targets and impact measurements
documentation

Client-led policies/segregated
mandate documentation Client specific Client specific exclusionary policy

Policy framework
Tier 1 - Policies: Overarching approach to Tier 3 - Policies: Asset class investment policies underpin our investment Tier 4 - Fund and mandate documentation:
sustainability, beliefs, governance and processes by governing the approaches taken by the portfolio Building on these policies is investment
commitments.’ management teams. Dedicated policies cover: process procedure documentation.

. . . e g  Real assets - Responsible Investment & Sustainability Risk Policy This documentation refers to and
Tier 2 - Policies: Key sustainability firm- .. : . : : : :

: . : « Liquid Markets - Responsible Investment and Sustainability Risk Policy evidences the implementation and
wide policies that are applied across . . 1 .. : : :

Each asset class policy is published on our website. application of the sustainable investing

all sustainability and related supporting

activities.® policy principles.
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Conflicts of interest

We take our fiduciary duties to clients
and beneficiaries very seriously. We
apply a consistent and transparent
approach to the management of conflicts
of interest in accordance with our
regulatory obligations. The Aviva
Investors Global Conflicts of Interest
Policy sets out the principles and
standards to identify, manage and record
conflicts of interest across all our
offices.'®

In addressing any circumstances in which an actual
or potential conflict of interest may arise, Aviva
Investors shall ensure that in providing any service or
managing a product for a client it:

« always acts in the best interest of its clients and
put clients’ interests ahead of its own or those of
employees

« treats all its clients fairly

Aviva Investors recognises that in the course of
carrying out its day-to-day activities, the firm and its
employees may encounter conflicts of interest
(whether perceived or actual) between the interests
of itself and its clients or between one client (or
group of clients) and another.

For the purpose of identifying actual or potential

18. Regulatory Aviva Investors

conflicts of interest, appropriate consideration must
be given to all relevant circumstances, including the
following (non-exhaustive) matters:

whether the circumstances may resultin an
unfair advantage, a financial gain, or avoid a
financial loss, at the expense of a client

« whetherthere is a financial or other interest in
the outcome of a service provided or offered to
the client or of a transaction carried out on
behalf of the client, which is distinct from the
client’s interest in that outcome

« whether thereis an incentive to favour the
interest of a client or group of clients over the
interests of another client or group of clients

« whether a person connected with the
circumstances carries on, or is connected
with, the same business as the client

« whether an Aviva Investors entity acting as a
management company of a collective
investment scheme carries out the same
activities for another client or group of clients

« whether any person will receive from a person
other than the client an inducement in relation
to a service provided to the client, in the form of
monies, goods or services, other than the
standard commission or fee for that service

Purpose and governance Investment approach
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All employees are required to identify and report any
personal or corporate conflicts of interest to
management and Compliance in accordance with
approved conflicts of interest procedures and to
attest periodically, as required, that they have
disclosed all applicable conflicts of interest. These
conflicts are recorded in the Global Conflicts of
Interest Register, together with any mitigants
designed to manage the conflict. Each conflict is
categorised, so that Aviva Investors has a view as to
the types of conflicts most prevalent in its business.

The executive accountable for each Aviva Investors
business unit is responsible for ensuring the Policy is
embedded in their business area, and for
maintaining appropriate measures to ensure
compliance with its requirements. At least annually,
they review the conflicts in respect of their business
and formally attest as to the accuracy and
completeness of their review. Compliance conducts
second line monitoring of conflicts of interest in
accordance with an annual compliance monitoring
plan and provides advice to the relevant executive as
requested. Violation of the Policy must be escalated
to the Compliance department and will be reported
to senior management. Operation of the Policy is
overseen by the Aviva Investors Executive Risk
Management Committee.

Our principal objectives when considering matters
such as engagement and voting are always to act in
the interests of our clients and underlying
beneficiaries, and to treat all clients and
beneficiaries fairly.

Conflicts of Interest can arise when Aviva Investors
engages with companies and exercises its right to
vote in relation to interests held; to the extent this
activity may be inconsistent with the interests of a
particular client or company. Aviva Investors
manages conflicts of interest when voting through
the following processes:

- making companies aware of our areas of focus
on governance matters, by publishing our Global
Voting Policy and any updates to the policy on
our website; this enables boards to take our
expectations into account without a conflict
coming into play, and also demonstrates our
commitment to a transparent process on behalf
of all client funds

« beingtransparent with companies and clients on
our voting decisions and the rationale for such
decisions

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Conflicts of interest (cont’d)

« making our voting decisions publicon a
company-by-company basis so our voting
record is transparent and available for external
scrutiny

« when agreed with clients, we will act on
their specific voting direction (for their
holdings), including the use of independent
third-party instructions

« voting process and decisions, including
incidents of potential conflicts, are subject to
review by Aviva Investors’ internal audit
function; and Aviva Investors’ operational risk
framework facilitates ongoing compliance,
incorporating documented processes
and controls

Voting shares at Aviva plc meetings

We fully recognise there are or may be conflicts of
interest arising from the exercise of voting rights
over holdings of shares in our parent company
Aviva plc. Our policy in regard to these is as
follows:

19. Policies and documents - Aviva Investors

(i)

(iii)

where Aviva Investors is responsible for voting
rights over Aviva plc shares within funds
managed for Aviva Group clients (for example,
Aviva life funds), both as a matter of policy and,
as appropriate, pursuant to the provisions of the
Companies Act 1985, those voting rights must
not be exercised

subject to (iii) below, where Aviva Investors is
responsible for voting rights over Aviva plc
shares held or managed on behalf of external
clients, given the potential for a conflict of
interest, Aviva Investors will exercise no
discretion over those voting rights and its
default position will, therefore, be to refrain
from exercising those voting rights

where external clients choose to, they may
instruct Aviva Investors in writing to arrange for
the voting rights over their holdings of Aviva plc
shares to be exercised in accordance with
independent recommendations by external
proxy advisers in line with applicable corporate
governance and proxy voting guidelines; where
a client wishes to putin place these or any other
alternative arrangements, Aviva Investors will
seek to accommodate those arrangements

Purpose and governance Investment approach
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Voting shares that are also
segregated clients

We recognise that a conflict of interest potentially
arises when we are voting at shareholder meetings of
issuers which are also segregated clients. In such
scenarios, we will exercise no discretion. Instead,
voting will be in line with our Global Voting Policy,™
which will be provided through custom policy
research generated by our external proxy advisory
provider. If there are any resolutions which our
voting provider has “referred” to us to make a vote
decision (note that this will only occur if no specific
criteria has been agreed/there are particular
circumstances relating to the relevant resolution that
warrants review), then the default position will be to
vote in line with our proxy adviser’s benchmark
recommendations (for the referred items only).

If a segregated client holds shares in its parent
company, for which there is a shareholder meeting,
we will endeavour to ask the client to provide us with
voting instructions. Our default position if no
instructions have been requested or provided is to
take no voting action (for that segregated client only).

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Promoting well-functioning markets

As an investment manager, and steward
of our clients’ capital, we have a duty to
act in the best interests of clients and the
integrity of the market.

The financial system contains market
failures that result in market-wide and
systemic risks. There are several types of
market failure, but all undermine the
ability of financial markets to price assets
in a manner that reflects their “true” cost
or fundamental value, as the information
necessary to find the “true” price of
assets is distorted.

One example of a market failure is information
asymmetry, where an issuer has information that
could be material to its share price if publicly
disclosed, but due to a lack of comprehensive and
reliable disclosure, is not required to. If prices do
not reflect fundamental value and the true extent of
risk, then the ability of markets to function
efficiently and with integrity is eroded, which can
lead to the build-up of systemic risk.

Systemic risks to the financial system are those that
arise from an impairment of all or part of the
financial system and have the potential to have
serious negative consequences for the real
economy.® They are non-diversifiable and therefore
have an important impact on client returns.*
Systemic risks undermine the proper functioning of
the market, and therefore pose a material threat to
the best interests of our clients.

Market-wide and systemic risks include not only
climate change, but also biodiversity loss,
antimicrobial resistance (AMR), aspects of the just
transition, and a number of other sustainability-
related issues. To truly act in the best long-term
interests of our customers, we need to ensure - to
the extent we have tools at our disposal - the
financial system, and the real-world systems upon
which it relies, have integrity and are not
undermined by market failures and systemic risks.

To some extent, we can seek to mitigate such risks
through engagement with our holdings and
corporate action - what we refer to as micro
stewardship. But in the face of market failures,
where unsustainable practices are rewarded, and
sustainable ones are insufficiently incentivised,
such activity reaches its limits when acting more

20. Guidance to assess the systemic importance of financial institutions, markets and instruments: Initial considerations - FSB, IMF, BIS
21. Finance for positive sustainable change: governance, incentives and competence in regulated firms - FCA
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sustainably impacts an issuer’s bottom line or puts
it at a competitive disadvantage due to the market
failure(s). Consequently, through our macro
stewardship, we work to identify potential market-
wide and systemic risks, and support those who are
empowered to make the changes necessary to
rectify market failures, such as policymakers and
regulators, to help identify and encourage
corrective regulatory and policy interventions.

We believe that doing so is a key part of promoting
well-functioning markets and therefore serves our
clients’ long-term best interests.

Even though market participants are ultimately
dependent on policymakers and regulators to
make these changes, that does not absolve them of
the responsibility to highlight issues where they
arise and engage with policymakers and

regulators to promote well-informed and effective
policy corrections.

Our Sustainable Finance Centre for Excellence acts
as the nerve centre for this work and is one of the
key mechanisms through which we seek to promote
well-functioning markets, and act in the long-term
best interests of our clients.

We define macro
stewardship as financial
market participants taking
action to accelerate
systemic change on
sustainability issues with
the intention of seeking
correction of market
failures and mitigation of
systemic risks consistent
with the long-term best
interests of clients and
market integrity

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Promoting well-functioning markets (cont’d)

Our climate commitments (Principle 1)

The climate crisis represents the greatest long-
term threat to the planet, economies and
societies due to its impact on the stability of
ecosystems and life on Earth. It poses a
significant long-term threat to financial stability
and economic growth. Financial services firms
have a major role to play. However, we do not
underestimate the scale of the challenge: many
pieces of the puzzle are missing, data and
methodologies needed are incomplete, new
technologies are required and we need
governments and international institutions to
enable the global transition.

While we can do more if these challenges are
addressed, there are still many areas of
opportunity to build on at present: funding is
there for more investable projects, consumers
are increasingly expecting sustainable options
and there is increased focus on the crucial role
biodiversity must play in the transition. And this
brings investment opportunities.

Taking action on climate aligns with our fiduciary
responsibilities to consider all material risks and
opportunities that could impact investment
performance. The transition to a net-zero
economy presents both:

e Risks - including the potential for stranded
assets such as coal, regulatory changes, and
the physical impacts of climate change.

o Opportunities - such as investmentin
renewable energy, green technologies, and
companies leading in sustainable practices.

The Aviva Sustainability Ambition forms the
foundation of our climate ambitions, including
targets Aviva has set as part of the SBTi. As we are
part of the Aviva Group, these impact Aviva
Investors and the assets we manage on behalf of
Aviva (Internal Assets). As such, Aviva Investors
plays a pivotal role in Aviva’s overall ambition to
be net-zero by 2040. Aviva Investors has also
signed up to the Net Zero Asset Managers (NZAM)
initiative.

Our climate ambitions primarily apply to internal
assets, building on the basis of Aviva’s
Sustainability Ambition. We strongly believe in
giving our clients an informed choice as to how
we manage their money and do not force
sustainability preferences or objectives upon
clients. We will work together with third-party
clients to understand their sustainability
preferences, including any related to net-zero,

to ascertain how best to deliver them.

Climate levers

As an asset manager Aviva Investors can utilise a
range of levers (i.e. the actions we can take) to
evolve our assets and portfolios with a net-zero
pathway where possible and support the
transition to a sustainable future. These levers
are illustrated in Figure 5.

We do not, however, apply all levers
homogenously across all products and strategies.
As noted above, clients have a choice as to how
we manage their money and in the absence of
explicit additional client instruction on
decarbonisation targets, the existing investment
objective(s) within mandates and funds are the
basis on which we are held to account. We may
seek to decarbonise portfolios using certain of
the levers where they may align with the
investment objectives of the fund, however we
will never impose such actions if they conflict
with delivering the existing investment
objectives.

Where we do take action it is on a reasonable-
efforts basis and we cannot guarantee that our
climate ambitions or any decarbonisation targets
or net-zero outcome will be achieved. The
actions we are taking do not mean all assets in
our portfolios will be aligned with net-zero today.
Nor do they mean that we will cease to invest in
assets that are currently associated with
significant emissions.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Figure 5. Climate levers

&

. —

Can be applied to
mandates with explicit
sustainability targets

*Subject to external client preferences

Can be applied
across all assets

Sustainable Propositions
« Increasing investors’ sustainability options by offering sustainable funds and product choices

Financing the Transition

« Investing into renewable energy, nature, green and transition assets as well as supporting solutions to drive the transition
« Supporting the global transition will result in the natural decarbonisation or net-zero investment outcome

Investment Framework
« Setting dual investment objectives and utilising an investment framework to target a decarbonisation or net-zero investment outcome

Exclusions

« Excluding high-carbon intensive sectors to reduce the carbon intensity of portfolios (e.g. companies extracting/generating from
thermal coal at the 5% revenue threshold, and oil sand and artic drilling, at the 10% revenue threshold unless they have SBTs)

Climate Risk Management

« Considering climate factors as part of the investment process to understand investment risks and identify opportunities with the aim of enhancing investment returns
« This, in turn, is expected to contribute to portfolio decarbonisation over the long term by divesting stranded assets and/or favouring companies and countries that proactively manage their
climate risks and invest in sustainable practices which can be translated as improvements to operational efficiency, cost savings (i.e. energy savings) and a stronger competitive position

Active Ownership

« Using ownership and influence to drive positive environmental outcomes within holdings which in turn contributes to our investments’ decarbonisation

« Across listed investments this includes using engagement and voting to drive companies and sovereigns to take steps to decarbonise their own operations and countries to align emission trajectories
with a net-zero-by-2050 pathway

« Within Private Markets this includes refurbishments as well as engaging with stakeholders such as occupiers and borrowers to decarbonise their assets and operations

Macro Stewardship

« Engaging with regulators, governments and other entities to create a policy environment in favour of businesses supporting the transition to net-zero
« A policy environment that enables the transition of the global economy to net-zero will result in the natural decarbonisation of investment portfolios over time

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results. Aviva Investors, Annual Sustainability Review 2023
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Promoting well-functioning markets (cont’d)

No financial services firm has full control
to deliver on net zero as it is dependent
on a whole-economy and a whole society
approach. Achieving net zero globally by
or before 2050 will require accelerated
action from governments, companies and
society.

As a financial services firm, we have a major role to
play in supporting governments in achieving the
global goals they have signed up to, including the
Paris Agreement, CBD Kunming-Montreal
Framework and the Sustainable Development Goals
and encouraging further ambition from
governments on their own commitments to
decarbonise. Financial institutions using their
insight and influence to encourage realignment of
the financial system with sustainability goals is
fundamental to our chances of success in the global
net-zero endeavour.

We believe we have a responsibility as part of our
duty to act in our customers’ best interests to
influence systemic change, including the
importance of a just and nature-positive transition
towards net-zero. We are doing this in many ways,
from the innovative financial products we offer in
the market, through using our voice in alliances
including GFANZ, NZIA, Institutional Investors
Group on Climate Change (IIGCC), Transition
Pathway Initiative and Climate

Action 100+.

Our macro-stewardship programme involves
engagement with policymakers and regulators
around the world to advocate for the policy
interventions needed to internalise externalities
(for example the true cost of carbon) and facilitate
the transition to a low-carbon economy. For the
last three years, we have also written to finance
ministries and central banks at the start of each
year setting out our expectations on climate
change, biodiversity loss and other material
sustainability concerns.

Refer to page 30 [Promoting well-functioning
markets (principle 4)] above for further detail on
our macro stewardship activity.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Aviva Investors and the Aviva Group have
a market-leading risk and controls
framework, encompassing first-, second-
and third-line functions as well as
external assurance. We rely upon this
framework to provide assurance and
oversight of the robustness of our
stewardship activities. We describe our
risk and controls framework in further
detail in this section. We also set out some
of the highlights of relevance to our
stewardship activities.

The Aviva Investors Operational Risk
and Controls (ORCM) framework

The ORCM framework encompasses a combination
of strategies, policies, culture, governance
arrangements, tools and reporting procedures.

All employees are responsible for the identification,
measuring, managing, monitoring and reporting on
the risks to which Aviva Investors is, or could be,
exposed while achieving its strategic objectives.

Appropriate first-line controls are developed and
embedded to adequately meet business strategic
goals and to minimise current and future risk to an
acceptable risk exposure level.

The ORCM recognises the importance of oversight,
monitoring, training, and supporting the first line in
risk and control responsibilities. This is achieved by
employing Governance and Control (G&C)
representatives to deliver upon and provide
ongoing oversight of a strong first-line risk and
controls framework. The G&C representatives:

« Areindependent from the risk-taking activities in
the first line that could compromise the ability to
challenge.

« Support thefirst line to identify and deploy
control requirements, which are primarily driven
by policies, standards, regulation, procedures
and market best practice.

« Ensure that all first-line-specific controls are
complete/accurate and centrally maintained.
There are ESG specific controls which are driven
by and aligned to the pillars of ESG integration,
namely, Research, Connectivity, Portfolio
Construction and Evaluate & Monitor. Asset
class policy changes, regulatory changes or
changes to investment processes are assessed
for ESG specific themes, and where applicable
additional controls are deployed to ensure that
the ESG controls inventory remains a complete
and accurate representation of how ESG is
integrated in support of the investment process.

Purpose and governance Investment approach
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« Ensure that the first-line controls are tested
frequently to ensure that they are operating
effectively, and as designed.

There is an active two-way engagement between
G&C representatives and the first line, while
providing a critical challenge/appraisal of the
current and future state environment.

The Chief Sustainable Investing Officer reports to
the CEO. The Global Heads of Equity, Credit and
Multi-Assets in Public Markets and the Head of
Cashflow Matching, Head of Active Equity, Head of
Multi-Assets and Head of Asset Management in
Private Markets report directly to the Chief
Investment Officer. The Head of ESG Public Markets
and Head of ESG Private Markets both report into
the Chief Sustainable Investing Officer. These heads
are ultimately responsible, while working alongside
the G&C representatives, for ensuring that ESG
policies and procedures are embedded within their
teams and the ESG factors are integrated into their
respective decision making processes.

The second line consists of risk and compliance
functions (directly reporting to the CRO), which act
as a partner to the business and whose core
purpose is to independently challenge, advise and
guide the business in the delivery of its strategy
and plans, while safeguarding its customers and
shareholders.

The CRO function promotes and monitors the
embedding of a strong risk and control culture,
fully supported by robust frameworks and
supporting policies.

A key part of our risk and control framework is the
completion of independent second-line reviews.
Such reviews are conducted by assessing the
design and completeness of key controls that are
in place and will also cover thematic areas
informed by the risk-based compliance
monitoring programme.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Review and assurance (contd)

Model risk management framework

There is increasing emphasis on model risk
management by the Prudential Regulation
Authority and Financial Conduct Authority, which
has led to the deployment of a firm-wide model risk
management framework for managing model risks.
This framework defines what a modelis and is
supported by documented evidence outlining
where model risk exists across the business. There
is an inventory of models in place, with each model
being supported by additional documentation
outlining principles such as purpose, scope,
calculations, methodologies, responsibilities, and
the output generated from each model. The model
inventory is owned by the first line and is subjected
to an annual review and challenge process by the
second line as part of their annual due diligence
review process.

Aviva Investors uses models to price assets (that do
not have a readily available market price), calculate
capital required for ICARA, assess the investment
risk inherent in assets, and assist in processes such
as asset allocation, portfolio construction and
performance attribution.

Within Aviva Investors there are specific ESG models
which are integral to the investment process.

Sustainability is a concept that has developed
exponentially as it receives increased focus across
the world, and this means the data available to
investment managers is also rapidly evolving.

Our ESG models are dynamic and continually
evolving as the supporting data, skills and technical
capabilities develop. The models aim to provide
ESG insights from a top-down broad market
perspective, and ultimately to support portfolio
managers in investment performance.

The outputs of the models are used by the
investment team for ESG security analysis, ESG
risk indicators, ESG benchmark optimisation
(for specific fund ranges) and client reporting.

Voting and engagement activities

There is a dedicated team responsible for
conducting stewardship activities for our clients’
investments; exercising proxy voting rights and
engaging with investee assets, borrowers, and
companies to protect long-term shareholder value,
as well as excluding investments depending on
client ethical and ESG preferences.

The team reviews the Aviva Investors global voting
policy annually to ensure the policy and supporting
statements are complete and accurate and that they
have been formally reviewed and approved. Any

changes to policies and related statements are
assessed to ensure that the supporting set of
controls remain complete and accurate.

The following controls are formally documented as
part of Aviva Investors’ risk and controls framework
and support our ongoing adherence to the
stewardship principles.

These controls ensure that prior to AGMs/
EGMs, proxy voting instructions are generated,
recorded, and carried out accurately and in a
timely manner, including:

« Maintaining a record of all resolutions
from company meetings, together with a
record of how Aviva Investors voted at each
company meeting.

« Theidentification and logging of any potential
and upcoming contentious company meetings.
These are scrutinised to ensure, where deemed
applicable, that Aviva Investors’ views are
expressed via using our full voting rights. This
may mean shares that have been out on loan are
recalled ensuring full voting rights are exercised.

External assurance

This year we were satisfied with the validation of
the controls environment provided by internal audit
and did not seek external assurance.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Responding to our clients’ needs

We manage £227.2 billion of assets for clients around the world, including Aviva plc
entities. The tables below give an overview of our client base, as at year-end 2023.

Institutional vs retail

Internal vs external

@ External £41.3 billion
Internal £185.9 billion

Total £227.2 billion

Source: Aviva Investors

Grand Total:

£227.2bn

(as at year-end 2023)

@ Institutional £25.2 billion
@ Retail £15.1 billion

Financial Institution £1.0 billion
Total £41.3 billion

Source: Aviva Investors

Grand Total:

£40.3bn

(as at year-end 2023)
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Gathering client preferences

Communication plays a critical role in effective
stewardship, both in terms of consulting with clients
on their preferences and outcomes sought and
reporting on how their investments are contributing
to achieving these. Professional clients’ views are
sought through ongoing communication; this has
been enhanced with a systematic capture of ESG
preferences through a questionnaire built into our
client relationship system, which feeds into the
development of products and client reporting. ESG
client preferences and client requests relating to ESG
are recorded through our relationship management
tool, with the latter being summarised into
dashboard reporting capabilities. These preferences
feed through into product development and reviews
to ensure we can deliver sustainability consistent
with client preferences. We have also integrated ESG
metrics into much of our client reporting, supported
by external inputs and client consultation. We will
continue to roll this out across all reporting.

We manage £227.2 billion
of assets for clients around
the world, including Aviva
plc entities

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Our professional clients’ views are obtained on
the following:

« whether or not they wish to address specific
sustainability themes or issues through
their investments

« which sustainability themes are most important
to them, linked to the UN SDGs

« whether and how they wish to obtain higher
ESG credentials than the relevant benchmark
(for example, by increasing exposure to
high-ESG performers)

« whether our baseline exclusions policy meets
their expectations and if there are other screens/
exclusions they want to implement

 their preferences around labels for products, such
as the LuxFLAG

As well as understanding their objectives and needs,
obtaining clients’ views on ESG is embedded within
all client engagement and relationship management
activities. Understanding our clients’ preferences
helps us provide them with suitable solutions to
meet their ethical and sustainability needs.

22. Powering Change: ESG video series - Aviva Investors

Our processes are updated in-line with regulations,
including MiFID Il. However, to ensure we deliver the
outcomes our clients desire, it is paramount they and
our partners understand what is being asked. We are
committed to helping them navigate the plethora of
ESG terms and approaches to sustainability.

This includes:

« production of monthly video series “Powering
Change”, in which we update clients on the
actions of our ESG team on research
and engagement??

« shortvideos for advisors on investment stories and
work by our Sustainable Finance Centre for Excellent
on shaping a sustainable financial system

« published guides for clients to understand
regulation such as the TCFD** and SFDR**

« thought leadership on key ESG topics®

23. Task Force on Climate-related Financial Disclosures (TCFD) - Aviva Investors

24. EU Sustainable Finance Disclosure Regulation (SFDR) - Aviva Investors
25. Responsible Investment | AIQ Investment Thinking - Aviva Investors
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We understand communication on effective
stewardship goes beyond individual clients and
their assets and extends to wider education on ESG
matters to inform their thinking. As an example of
this, we ran adviser-targeted training sessions,
initially targeting UK advisers. We hope to extend
this in 2024 through producing education videos
and webcasts to help ESG thinking.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Responding to our clients’ needs (contd)

Communicating with clients

As an asset manager, we are conscious
that although there may be a chain of

Whitepaper | November 2023

intermediates involved, we ultimately The Tipping Point for
manage money for individuals. It is an Climate Finance

essential part of our role to communicate to

all our clients - institutional, wholesale or Making financial flows consistent with the Paris Agreement
retail - what we are doing on issues Thomas Tayler, Head of limate Finance

important to them and help them Steve Waygood, Chief Responsible Investment Officer

Riona Bowhay, Senior Macro Stewardship Analyst

understand the complexities involved.

Ahead of COP28, attended by Aviva Investors’ CEO
Mark Versey, Chief Responsible Investment Officer
Steve Waygood and Head of Climate Finance Tom
Tayler, we published The Tipping Point for Climate
Finance.?® This report proposed national transition
plans for the implementation of Nationally
Determined Contributions.

AVIVA

It takes Aviva Investors INVESTORS

26. The tipping point for climate finance - Aviva Investors
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Client reporting

2023 saw us continue to evidence ESG
integration into the investment process,
by continuing to embed ESG reporting as
standard within quarterly reports. ESG
client reports may differ across strategies
and may not be available for all products
and strategies. The ESG section of the
reportis divided as follows:

« Overall ESG assessment - proprietary and
MSCI portfolio and benchmark scores. New
charts illustrating controversy scores by market
value have been produced. We have also

Corporate - ESG score (by % market value)

MSCI Corporate ESG Score BProprietary Corporate ESG Score

50%

40%

30%

20%

10% I
% - . 1

0-2 2-4 4-6 6-8 8-10 None

O 3.10 8.60 34.50 29.50 24.30
B o0 3.50 31.00 39.10 4.40 22.00

Source: Aviva Investors and MSCI, as at 30 June 2022
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« Environmental assessment - this focuses on ESG
metrics relating to the mandate, including
carbon intensity, portfolio warming potential
and water intensity.

« Carbon contribution - for multi-portfolio Aviva
clients, new tables have been produced for
corporates and sovereigns within a portfolio that
show the 10 highest carbon emitters.

10 highest carbon emitters by contribution (Corporates only)*
Corporate issuers are ranked from 1 to 10 based on their carbon emissions contribution, 1 being the highest contributor and 10 being the 10th lowest
contributor.

Carbon intensity Carbon intensity

Total weight

Company contribution % (t/USD million sales (t/UsD million sales) AuM(e) (%)
ZCT(:IRTL: HYDRO ELECTRIC TRANSMISSI & 5.90% 811.20 13,405,897 0.24%
EP:gE; FINANCE INTERNATIONAL NV MTN ] 5.85% 655.80 10,950,281 0.20%
;::; FINANCE INTERNATIONAL NV MTN [} 5.00% 655.80 9,350,193 0.17%
KOREANAIRLINESCOLTD RegS | 4.45% 1,096.20 4,962,664 0.09%
NATL GRID ELECTRICITY TRA | 4.22% 568.60 9,073,393 0.16%
ENGIE SAMTN 1 3.62% 599.90 7,376,635 0.13%
DIGITAL STOUT HOLDING LLC RegS 1 3.10% 767.90 4933915 0.09%
SOUTHERN GAS NETWORKS PLC MTN | 3.09% 447.10 8,436,400 0.15%
TRANSPORT FOR LONDON MTN RegS ] 2.72% 260.50 12,748,928 0.23%
RYANAIR HOLDINGS PLC | 2.51% 2,623.30 1,169,205 0.02%

Aviva Investors and MSCI 30/06/2022. * Please refer to Methodologies and Calculations: ESG scores.

10 highest carbon emitters by contribution (Sovereigns only)*

Sovereign issuers are ranked from 1 to 10 based on their GHG intensity contribution, 1 being the highest contributor and 10 being the 10th lowest
contributor.

i i Carbon intensit:
Carbon intensity arbon intensity

. — - 0/ - Cointzy contribution % (t/USD million GDP nominal) ::é?:i:;;;imo" 1 huM (g) Totalweight (%)
produced a corporate and sovereign ESG score Sovereign - ESG score (by % market value) —
. MSCI Corporate ESG Score BProprietary Corporate ESG Score GREAT BRITAIN AND I 57.60% 148.19 1,452,049808 25.95%
against the benchmark. e oo
lm% UNITED STATES OF
AMERICA | 35.40% 270.99 488,056,936 8.72%
80% QATAR (STATE OF) | 4.21% 1.208.16 13,027,050 0.23%
JAPAN (GOVERNMENT OF) | 0.85% 232.55 13,607,057 0.24%
60% ISRAEL (STATE OF) 0.02% 13141 562,612 0.01%
40% Aviva Investors and MSCI 30/06/2022. * Please refer to Methodologies and Calculations: ESG scores.
20% I
o% —
0-2 2-4 4-6 6-8 8-10 None
m| - - 1.60 98.40 - -
o - - - 26.20 73.80 -
Source: Aviva Investors and MSCI, as at 30 June 2022
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Client reporting (contd)

« Multi-asset portfolio template - on some of our

multi-asset templates - we have added in Scope 3

emissions intensity, carbon footprint for Scope 1

and 2 emissions and percentage of corporates

owning fossil- fuel reserves.

Description

Corporate This figure represent: company’s mast recen
- Carbon intensity Scope 2 total en il
scope 3 which allows lo

{t/USD million sales) sizes. The lower the num

9% Market Value coverage

Corporate estimated Scope 1 and 2 &
- Carbon footprint recently a g ca
scopel&2 millicn USD. This ratio facilitates portfolio analysis by allocating
{/USD million EVIC) emisslons acrass equity and debt. The lower the number the

% Market Value coverage

Description

This field identifies companies with evidence of ownin,
fuel reserves regardless of their industries, induding compar

that own Less than 50% of

Corporate
ed and prol

& dedi S P
- Fossil fuel reserves A:d'"ed et
(96 market value) L=
ofr

Portfolio score

718.23

9%6%

Portfolio score

52,68

Portfolio score

5.51%

Benchmark (SAA)

843.12

Benchmark (SAA)

60.84

Benchmark (SAA)

1.81%

Portfolio vs.
benchmark (SAA)

-1.70%

Portfolio vs.
benchmark (SAA)

Portfolio vs.
benchmark (SAA)

-2.29%

Fund-specific reporting - for some of our multi-asset
capabilities, we now produce quarterly reports.
These include comparisons of ESG scores against the
index and portfolio voting and engagement activity.
We have also produced similar reports for our
Sustainable Investing suite.

« Active engagement and case studies - voting (if
relevant) and active engagement to the portfolio.
Case studies provide examples on how we engage
and the resulting outcomes.

Each section provides a high-level overview, with
more information available if required, including
timeseries data and granular breakdowns. Focusing
on active engagement and case studies, we detail
portfolio-specific voting along with a breakdown of
where we did not vote with management. Finally,
engagement activity on behalf of the strategy is
captured. This gives clients insight and holds the
manager to account, ensuring engagementis in
areas that have the greatest impact. A short summary
of each engagement is provided, which will be
expanded in the case studies if appropriate.

Investment approach

£5G perfcrmance overview®

4.3bn 7.03/10
427 1%
557/10 6.86/10

s

Climate risk manitoring®

Engagement by category

aaaaa
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Vating activity by issue
Soverig 56 e -
- - ~ Tos o v
6.45/10 8.46/10
5130 10
100.00% 109.00% -

Summary of latest eagagements

EER B ER
i

5

e rpad maagr—t
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Meeting the changing needs of our clients

Investors increasingly seek investment
products that help address their
sustainability preferences or ambitions.
From climate change to social inequality,
this can be seen across all channels, from
institutional clients to retail investors.
Exemplifying this change, recent research
found nearly three quarters of the UK
public (73 per cent) believe we need to
collectively invest in long-term solutions
to the issues the world is facing.”

We are committed to delivering solutions to meet
client needs. We believe there are three sustainable
megatrends, which are also captured by the UN
SDGs: climate change; resource scarcity and
biodiversity loss; and social and demographic
change. We consider these megatrends through our
three sustainable pillars of People, Earth and
Climate, which are in turn reflected through our
suite of sustainable funds.

These megatrends and pillars are interlinked and at
an economy level. They are systemic, cross-border
and cross-sector issues that will not be solved in the
short term. To tackle these, we need
transformational change. We cannot simply invest
by excluding bad companies or investing only in
firms that are perfect.

To deliver sustainable investing, we need to address
the problems in a holistic manner and clearly
identify the desired outcomes, barriers to getting
there and actions we can take to overcome these
and deliver tangible outcomes.

27. UK consumers urge banks to invest in sustainable change (triodos.co.uk)

Investment approach
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Our approach to sustainability
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Meeting the changing needs of our clients (contd)

Our investment approach across our Sustainable
Investing suite consists of three elements

1. We exclude companies causing significant
harm to our sustainable outcomes through
three levels:

a. Level 1 - our firm-wide baseline
exclusions policy®

b. Level 2 - a set of specific exclusions applying
across equity and credit products within the
Sustainable Transition range focussing on
social, nature and climate issues

c. Level 3 - exclusions specific to each pillar
relevant to equity strategies

28. Aviva Investors Responsible Investment Policies and Documents

. Weinvest in solutions providers - innovative

firms with products and services that directly
tackle sustainability challenges.

. Itis our belief all firms in all sectors and

geographies are impacted by, and have an
impact on, the sustainable investments we
want to deliver. We aim to support companies
improve the way they operate. Therefore, we
use an approach that helps drive the transition
through changing existing companies’ and
sectors’ behaviour over time; investing in
solutions providers alone does not go far
enough. Using our proprietary transition risk
(T-Risk) frameworks, we identify firms actively
transitioning their business models to manage
sustainability impacts and, therefore, setting
best practice in their sectors as well as best
managing transition risks. Ultimately, this
increases the breadth of companies we
research and, with it, the opportunity to not
only maximise sustainable investing but also
generate alpha.

In applying our approach consistently across People,
Earth and Climate, as well as Public Markets’ asset
classes, we seek to offer clients products to meet their
needs. Our Sustainable Investing range stretches
across all Public Markets’ asset classes.

Underpinning the development of this suite is the
fundamental belief we can have positive outcomes
on the planet and society while delivering returns.
The two are not mutually exclusive. This belief
extends not only to allocating capital to firms
demonstrating strong transition management and
those providing solutions, but also to our active
ownership and market reform activity. Engagement
and policy reform are vital components in driving
change at the micro and macro levels. In this way,
we can demonstrate to clients the outcomes their
investments can help achieve.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Stewardship, investment and ESG integration

ESG integration across all asset classes Assets under management
Our approach to sustainability is a driving force Our commitments are also embedded into our The chart below shows breakdown of AUM by asset
across our £227.2 billion of assets under internal controls environment and are subject to class, as at year-end 2023. This is intended to
management (AUM). robust challenge from the firm’s control functions. provide context to the more detailed description of
our responsible investment approach across asset
We take seriously our duty to act as a trusted agent Our sustainability investing research, ESG :
classes in the pages that follow.
of our clients’ assets, and endeavour to protect, integration and stewardship teams are embedded
maintain and grow the long-term value of their within the investment function, which ensures close
investments. Consistent with those obligations, collaboration with our investment professionals,
we maintain a deep conviction that ESG factors sharing of ideas and relevance of ESG insights to
can have a material impact on returns and corporate and sovereign universes. Managed assets across asset classes

client outcomes. This is why we integrate ESG

considerations into investment analysis and Equity £17.4bn 8%

decision making*.

Credit £90.4bn 40%

Total AUM:

This approach is set out in our firm-wide responsible

investment philosophy and responsible investment £2 2 7 ° 2 b n Multi Asset Funds £77.7bn 34%
and sustainability risk policies for our credit and (FY22 £222.6bn) :
equities, multi-asset and macro and liability-driven Private Markets £41.6bn 18%
investment and Private Markets teams.

Grand Total £227.2bn

Source: Aviva Investors

*This is not binding on the investment manager, beyond any specific ESG criteria which is in a Fund prospectus or Investment Management Agreement.
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Turning talk into action

Integration pillars

The consideration of ESG in our investment processes, as outlined above, is underpinned by a four-pillar framework. This is fully embedded into our processes and tailored to reflect the nuances of asset classes and strategies.

2, 4,

1

&

Research

Investment teams use quantitative and qualitative
research to ensure a systematic approach to
investment decisions. Data is a critical starting
point, providing the broadest possible base-level
coverage of ESG issues and we draw on a variety of
best-in-class scores and analytical tools (please see
page 71). However, data is static, backward-looking
and can be subject to quality and coverage issues.

We combine this with qualitative insights to
overcome these challenges. Our large investment
and ESG research teams collaborate to generate
targeted, relevant and timely analysis into
themes, sectors, companies and countries.

This holistic approach enables fully-informed
investment decisions.

Connectivity

For ESG integration to be effective, there needs
to be extensive collaboration between ESG-focused
and investment teams. Our ESG analysts work
closely with investment desks and actively
participate in a variety of forums. Additionally,
each investment desk has a dedicated “partner”
from the ESG team, who ensures ESG insights are
available and tailored to their needs. The aim is
to help portfolio managers exploit ESG market
inefficiencies relevant to their strategy,
enhancing returns.

This collaboration supports our ambition to be
active and responsible stewards of capital across
all asset classes and funds, ensuring we use our
voting and engagement influence effectively.
Insights from tailored engagements with issuers
on sustainability are fed into our investment views.

Portfolio construction

Research and connectivity flow into our third pillar,
focused on portfolio managers translating ESG
insights into stock selection, idea generation and
portfolio construction. To ensure timely insights,
the ESG team delivers training regularly to the
investment teams to update them on market
themes and developments, internal projects and
regulatory updates. This enables investment teams
to better understand material ESG risks and
opportunities for sectors and countries, which they
can price into valuations. The ESG team is also

a key component in determining our House View
and ensures material ESG factors are considered
when determining the firm-wide macro outlook.

These fit alongside our baseline exclusions policy,*
which generates an investable universe.

Evaluate and monitor

Portfolios, trade ideas and holdings are subject to
ongoing review, including via agreed ESG watchpoints.
In addition, ESG partners hold quarterly reviews with
portfolio managers and analysts for each strategy.
The reviews highlight the ESG characteristics of the
funds, ensure ESG views are reflected in positions,
and provide the basis for challenge. ESG characteristics
include portfolio ESG scores, emissions profiles as
well as stewardship insights. Portfolio case studies are
developed periodically to demonstrate how ESG
integration has affected investment decisions, with asset
class investment directors providing quality assurance.

Respective asset class investment processes and
controls underpin the delivery of this framework,
providing first-line integration controls, with investment
risk a second-line review process. The review process
ensures we apply our ESG integration framework in

a tailored fashion.

29. Please see policies and documents - Aviva Investors for our baseline exclusion policy
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ESG integration in equities and credit

ESG integration in equities

Within our equities investment strategies, ESG
considerations form a foundational building block,
informing investment decisions.

Research

Within our equity investment functions, we leverage

a suite of sophisticated ESG data and analytics tools.

These include our in-house corporate ESG score,
“Elements 2.0”, and the Principle Adverse Impact
(PAI) indicators, supported by our PAI Notation Tool
(PAINT). These tools are integral in embedding an
ESG perspective across all our portfolios.

This comprehensive data approach is augmented
by qualitative insights, allowing for a nuanced
understanding of ESG impacts and opportunities.
Our equity research notes are a testament to this
approach, blending quantitative metrics with
qualitative judgements to assess material ESG
issues that influence our fundamental views.

To supplement the qualitative ESG input into the
investment process, our Sustainable Investing team
produces top-down thematic insight on the three
sustainable outcomes we seek to deliver - People
(social justice), Earth (nature positive) and Climate
(net-zero).

The insights derived from this research are not
static; they continuously evolve and adapt,
reflecting changes in the ESG landscape, regulatory
environments, and market trends.

Collaboration

Our framework emphasises the importance of
connectivity through collaboration forums, shared
research, and joint engagement efforts. This
collaborative ethos ensures ESG insights are deeply
integrated within our team and across all sector
hubs. The ESG team’s close collaboration with
equity analysts fosters bottom-up research,
sector-specific ESG trend analysis, and informed
corporate engagement strategies.

This collaboration results in shared investment
conclusions, which feed back into our research
processes, refining our ESG analysis and ensuring
that our engagement with companies is informed,
targeted and effective.

Holistic stewardship
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Portfolio construction

Portfolio construction under our framework
integrates SFDR screens, leveraging PAl data within
research to align with regulatory standards and ESG
goals. We also incorporate forward-looking
expectations and sector-relative thematic
exposures to ensure our portfolios are not just
compliant, but also positioned for future ESG trends
and challenges, which is why the research as well as
collaboration components are such vital building
blocks to this approach. The continuous
assessment of ESG factors leads to an iterative
process in which portfolio construction decisions
influence and are influenced by our ongoing
research and connectivity insights.

Evaluate and monitor

Our process includes rigorous quarterly portfolio
reviews, case studies, and a strong focus on risk
oversight. This ensures ongoing evaluation and
refinement of our ESG integration.

These reviews include an in-depth analysis of the
emissions profile of our portfolios, alongside
scrutiny of company-level ESG scores and
commitments to carbon reduction and social
performance. This aids us in understanding and
directing the overall environmental and social
impact of our investments, thereby helping us to
prioritise engagement opportunities. These
quarterly evaluations feed critical information back
into the research and portfolio construction
processes, helping us identify risk exposures as well
as areas where our ESG integration can be
enhanced. This framework creates a continuous,
self-reinforcing loop. Insights from one pillar feed
into the others, leading to a dynamic, responsive
approach to ESG integration in equities.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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INTEGRATION CASE STUDY

The role of insurance providers in

mitigating climate risks
(C_

ESG investment thesis

Climate change is increasing the frequency and
magnitude of natural disasters. For instance, the
number of weather-related disasters has increased
fivefold over the last 50 years.* Reinsurance
providers can help mitigate the impact of this
additional risk, while remaining proactive in
managing exposures that could become unviable.
However, there is currently a significant protection
gap. For example, only 56 per cent of damage
caused by meteorological events in Europe is
insured. This figure falls to 28 per cent for
hydrological events and further decreases to seven
per cent for climatological events such as wildfires
and droughts. Reducing this gap would provide
substantial welfare benefits by decreasing the social
and economic impact of catastrophes.

13 fenow

Impact on portfolio positioning

We believe the clear protection gap and increased
likelihood of climate events creates significant
growth opportunities which would be positive for
valuations and support the sustainability of cash
flows and dividends among reinsurance providers.
Furthering this, Munich Re has an excellent track
record in understanding the risks presented by
climate change and integrating them into its
business model and processes. Based on research
conducted in the financials sector hub
collaboratively with the ESG team, the team
highlighted a positive investment case. We added a
sizeable position across several equity portfolios.

30. Climate change: Big increase in weather disasters over the past five decades - BBC News
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INTEGRATION CASE STUDY
Mining: Engaging to reaffirm a
positive view

QOO0

ESG investment thesis

Zijin Mining’s existing and planned growth
exposure in copper and lithium are attractive
features from an investment perspective, as well
as with respect to supporting the global energy
transition. However, over the last five years, the
company has expanded aggressively through
acquiring many assets, some of which have
ongoing or legacy ESG issues associated with
them. Our Global Emerging Market Core portfolio
manager and ESG analyst attended a group
engagement with the company at its inaugural
investor roadshow dedicated to ESG, following
significant resource additions by the company to
its ESG team over the last 18 months. Given recent
controversies, health and safety and human rights
were some of the focal points of the discussion.

GOOD HEALTH

1 3 CLIMATE
AND WELL BEING ACTION

e 3

Impact on portfolio positioning

The engagement was constructive given the
company’s various high-profile ESG controversies.
It was evident that is moving in a positive direction,
having increased the level of resource allocation to
bring its mining operations in line with international
best practice standards (including those from

the Organisation for Economic Cooperation and
Development, International Council on Mining and
Metals and the UN Human Rights Council), backed
up by third-party audits, and to strengthen its
disclosures on a range of ESG topics: climate, water,
waste, health and safety, supply chain monitoring,
human rights, workforce and community. We retain
existing holdings and could upsize the position
following an engagement call to gain more specific
details on targets.
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ESG integration in credit

Our credit teams (investment grade, high
yield, emerging-market debt, buy-and-
maintain, liquidity, LDI) incorporate ESG
considerations throughout their processes.
These teams primarily invest in corporate
bonds, cash instruments and securitised
instruments. While we apply ESG
integration at a functional level, and
within research available throughout
credit, we recognise each desk may
consider and apply ESG factors differently
based on credit quality, country and time
horizon.

Research

Our credit analysts consider ESG factors in their research
and analysis. Where relevant, published analysis needs
to clearly capture instances where ESG considerations,
in and of themselves, are leading to a better or worse
recommendation than non-ESG factors alone (financial,
management quality etc.) alone. This process is driven
by a financial materiality approach which led in 2023 to
our initial rollout of an ESG Materiality Score. The score,
which follows a scale of 1 to 5illustrating positive or
negative ESG impacts on issuer performance, is assigned
by credit analysts to issuers, and included in credit
research notes. The Score’s rollout is set to continue in
2024. Credit analysts also evaluate issuers’ governance
practices as part of their credit research. Credit research
is supported by qualitative insights from our ESG
analysts in the Sustainable Investing function which
takes place in collaborative form through key credit
investment forums. This is supported by proprietary and
external ESG data which serve as a quantitative baseline
from which to build a comprehensive view. Analysis is
also supported by third-party research and, crucially, by
insights from issuer engagements undertaken.
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Collaboration

Collaboration between portfolio managers, credit
research analysts and ESG analysts is key to our
investment process. Sector-level meetings are
conducted bi-weekly within our key strategies, with
attendance by all relevant parties. This provides
opportunities for open discussion, challenge and debate
on sector, thematic and company views. ESG factors and
related developments are also discussed within daily
meetings conducted across our global teams. Where
ESG integration is concerned, portfolio managers do not
view ESG as a binary “yes or no” consideration. Portfolio
managers will consider these factors when determining
portfolio positioning and risk exposure. In terms of
governing the integration of ESG within our credit
business, a member of the Sustainable Investing team
sits on the credit leadership team.

Engagement

Teams engage with issuers throughout the fixed-
income issuance cycle. Speaking with management at
new-issue roadshows, earnings calls and company
meetings provide opportunities to highlight any
concerns on new bonds, sustainability bond
frameworks or execution of broader company strategy.
We may also proactively engage with companies as
part of our broader engagement initiatives or in
response to major ESG issues. Where relevant, the
credit team will leverage the influence of our equity
teams and their ability to vote at company AGMs.

Fund reviews

We conduct desk-level ESG reviews on a quarterly basis
to assess funds’ ESG performance and positioning,
examine holdings of concern, and discuss areas for
improvement. The reviews are led by an “ESG partner”.
This partnership enables targeted insights to be shared
across our Sustainable Investing and credit teams. It
also provides a key contact for ESG integration support.
Where ESG risks are identified, we may conduct further
analysis or engage with issuers to better understand
exposures.
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Climate engagement with a financial & Cruise lines: Charting a course to &
Institution decarbonisation

ESG investment thesis

In one of our Climate Transition strategies, the desk
invested in the bonds of a large financial institution
in 2021 as it scored above peers across a range of
metrics. As part of the Climate Transition
Engagement Programme (CTEP), our sustainable
investing analysts have attempted to engage with
the Bank on numerous occasions since early 2022,
with the aim for the company to set science-based
emission targets and to disclose to the Carbon
Disclosure Project’s (CDP) climate change
questionnaire. The company previously disclosed to
CDP in 2020 when it scored B-. We further contacted
the company in December 2022 and January 2023
for an engagement meeting.

After not receiving a response, we decided to
escalate at the company’s AGM in May 2023 by
voting against the Lead Director. Here, we outlined
that the company was targeted due to the lack of
progress against the asks of CTEP.

Impact on portfolio positioning

We were disappointed by the company’s lack of
engagement with investors on climate related
issues, as well as its limited progress against climate
targets and disclosure, in line with our escalation
programme. Climate concerns continue to remain a
significant overhang on our view of the company,
and hence we will closely monitor its progress.

ESG investment thesis

While cruise lines are recognised as an important
part of the travel and tourism industry, there were
concerns within the global high yield (GHY) desk
over how the industry must fundamentally change
in order to fully decarbonise by 2050. Analysis found
cruise ships make up a small part of the shipping
industry’s 2.5 per cent contribution to total annual
greenhouse gases; however, the nature of cruising
means that the vessel requires power most of the
time, meaning that electricity is generated by
engines when at sea. Cruise line issuers represent
a significant part of the benchmark.

Decarbonisation of the cruise lines industry will be
heavily dependent on technological advances and
policy intervention to scale them. Given these
concerns, our GHY and ESG teams met with the
three largest global cruise lines as part of a broader
engagement strategy with the industry. These
companies are outliers when looking at our PAI flags
on emissions intensity. Our dialogue focused on
discussing the challenges these companies face
around fleet decarbonisation and how they are
addressing them, particularly in light of the
International Maritime Organisation’s strengthened
industry goal.

Impact on portfolio positioning

The engagements helped reinforce the progress being
made within the cruise lines industry, given the various
levers available to decarbonise. We note the majority
of companies favour engines fuelled by liquefied
natural gas (LNG) - as a short-to-medium-term
measure to reduce emissions, while only one company
seeks to chart a pathway towards (green) methanol.
These engagements will continue to inform our
investment views given the industry’s decarbonisation
will be an important driver in the future.

We will continue our engagement, given the hard-to-
abate nature of the industry, emerging technologies
and policy challenges.
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Assessing environmental impact

in the telecoms industry
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ESG investment thesis

At the end of 2021 AT&T, the fourth-largest
telecommunications holding company, was one of
the largest issuers in global capital markets with
over $200bn of debt. It announced a deleveraging
plan to enable the company to reduce levels of debt
to $158bn at the end of 2023, with a further
reduction of $15bn by 2025. Given the
announcement, the credit investment desk had

a positive view and therefore an overweight to

the name.

However, its deleveraging path faced uncertainty
as allegations came to light following a Wall Street
Journal investigation regarding lead contamination
from legacy cables.*! The desk therefore wanted
reassurance over the company’s ability to
deleverage while also absorbing potential
remediation expenses of up to $35bn.

Through a joint engagement between the ESG team
and the credit team, we engaged with AT&T to better
understand its potential exposure to copper cables
that were lead sheathed, as well as the actions it was
taking to independently assess the alleged

contamination.

Impact on portfolio positioning
Following the engagement, we became more
comfortable that the environmental impact would

be manageable. In addition, our credit team’s
assessment concluded that even by taking the higher
remediation costs assumptions, this would be
absorbable into its current deleveraging plan, as the
potential fine would be spread over a significant
period of time. Therefore, the financial impact would
be smallin the grand scheme of AT&T’s balance sheet
adjustment. While the spreads movements were
detractors to the portfolio’s performance initially, we
decided to continue to hold the name, and were able
to benefit from the recovery of the spreads due to
our risk sizing methods.

Investment approach
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31. https://www.wsj.com/articles/lead-cables-telecoms-att-toxic-5b34408b
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ESG integration in multi-asset

We recognise our duty as a trusted agent
of our clients’ assets to endeavour to
protect, maintain and grow the long-term
value of their investments. Consistent
with those obligations, we maintain a
deep conviction that ESG factors and
sustainability risks can have a material
impact on investment returns. There are
four key elements in terms of integrating
ESG in multi-asset mandates:

1. Firm-wide baseline exclusions policy

Certain companies and sectors are excluded

or limited from investment as per our baseline
exclusion policy. For example, companies operating
in coal, tobacco and controversial weapons sectors.

2. ESG approach of underlying

investments (passive strategies)

Some of our passive strategies seek to invest in
companies and countries with a stronger ESG score
than the underlying markets. The allocation to
global equities also favours companies with a lower
carbon intensity than the underlying market that
itis tracking.

Investment approach

3.
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ESG approach of underlying
investments (active strategies)

Aviva Investors’ active single-strategy funds take ESG
considerations into account when selecting securities
(these considerations are non-binding). In some multi-
asset mandates, there are also allocations to strategies
with specific sustainable transition themes.

For example, the Climate Transition Global Equities,
Climate Transition Global Credit, Natural Capital
Transition Global Equities and Social Transition

Global Equities funds.

Voting and engagement

We are committed to the responsible stewardship of
our clients’ investment through our engagement,
voting and public policy activities. We believe that by
encouraging the companies we own to manage
sustainability risk better, we can contribute to a more
resilient global economy, which will ultimately
enhance our clients’ long-term prosperity and security.
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ESG integration in multi-strategy

ESG is integrated throughout our multi-strategy
investment process*. Within the idea generation
process, considerations include not only traditional
fundamental and technical drivers, but also ESG risks
and opportunities. This process includes a forward-
looking assessment of positive and negative ESG
factors that may determine the success of anidea. In
many respects, this has been done historically (for
instance regarding poor corporate governance
practices or corruption risk in a country), but having it
formalised within the investment process ensures
consistency and discipline in the evaluation of
investment ideas. It is a standard and essential part of
our strategic and risk management process, aligned
with our four-pillar ESG integration framework.

In addition to risk management, ESGis also an
important driver of investment ideas. In particular,
multi-strategy portfolios’ flexible and unconstrained
approach enables the implementation of specific views
via a bottom-up, relative-value long/short strategy for a
more targeted expression of an ESG theme.

This is achieved with the input of the Sustainable
Investing team on the impact of overarching themes
on the real economy, as well as the translation of
themes onto individual companies by the ESG
Public Markets team.

Such ideas can provide another source of alpha and
enhanced diversification, as in the case of our long
copper and long global defence equities relative-
value strategies, facilitated through collaboration
between ESG analysts and portfolio managers. In
addition to applying our baseline exclusions policy,
the approach applies a minimum ESG threshold by
which instruments are flagged for review before
potential inclusion into portfolios.

The industry standard around ESG integration and
reporting has been the capital allocation approach.
While this is suitable for long-only portfolios, it misses
a significant portion of risk for strategies that utilise
derivatives. We are in the process of establishing a
framework to integrate ESG across derivative
holdings for another perspective on the ESG profile
of those strategies.

*This is not binding on the investment manager, beyond any specific ESG criteria which is in a Fund prospectus or Investment Management Agreement.

Investment approach
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INTEGRATION CASE STUDY

Electrification: Rising demand for copper

as an investment theme
®

ESG investment thesis

Our ESG analysts worked closely with our
multi-strategy portfolio managers on the

long-term theme of electrification, and the
importance of copper in this. Copper is a critical
component for renewable energy technologies such
as wind and solar energy, energy storage and
electric vehicles, hence demand for the commodity
continues to grow.

However, in the short-term, prices are likely to come
under pressure in the sector due to economic
challenges weighing on commodities demand. This
is coupled with a structural lack of metal mining
capacity, in a world where renewable technologies
require approximately five times more copper than
non-renewables.??

32. Conducting change: Why copper is key to a renewable future - CSIRO

13 enow

Impact on portfolio positioning
Through strong collaboration between the
investment desk and ESG analysts, the portfolio
managers developed a strong conviction on the
medium-term outlook for copper and its use in
electrification. Therefore, despite the short-term
risks, we initiated a position in copper in
January 2023.

Holistic stewardship
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INTEGRATION CASE STUDY

Sustainability and Strategic

Asset Allocation
(PYE]C)

ESG investment thesis

The Strategic Asset Allocation (SAA) for the certain
multi-asset strategies has been designed in-house
by our Solutions and Multi-Asset & Macro teams
and sets out our long-term asset allocation for each
of the strategies. The SAA is reviewed at least

once a year.

The SAA process initially determines our investable
universe. For a particular multi-asset strategy, we
have chosen to select assets from around the globe
to give us as much flexibility and choice as possible.
We believe that a global approach should achieve a
better risk-adjusted return over the longer term than
one that is too concentrated in any region.

As part of the 2023 annual SAA, we incorporated an
allocation to global equities within the strategy.

DECENT WORK AND
ECONOMIC GROWTH

i

Impact on portfolio positioning

This SAA provided the multi-asset portfolio
managers the opportunity to invest into some of
Aviva Investors Sustainable Investing Equities
strategies on a long-term strategic basis, to improve
its sustainable characteristics.

This also provided positive security selection versus
global equities over the long term and addresses the
sustainable transition risks while protecting the
portfolio from market-related disruptions.

The portfolio managers changed the global equity
allocation mix to be 60 per cent Climate, 20 per cent
Natural Capital and 20 per cent Social.
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INTEGRATION CASE STUDY

Supporting improving corporate

governance in Japan
G

ESG investment thesis

Japan has long dealt with corporate governance
challenges, including low gender diversity on
boards, an over-representation of executive
directors (versus non-executive directors),
significant cross-shareholdings between companies
and insufficient incentive structures tying pay to
performance and shareholder return.

Following the Japanese market becoming more
attractive due to structural reforms and long-
awaited consumer price rises beginning to come
through, the multi-asset and ESG teams
collaborated to better understand potential
governance changes linked to the publishing of the
Japanese Corporate Governance Code. The 2015
version was updated in 2021, emphasising improving
board independence and diversity, workforce
diversity, executive performance-linked
remuneration practices and the consideration of
sustainability challenges. Additional reforms have
been enacted to enable shareholders to challenge
companies. They include reducing barriers to
takeovers and reviving an environment for investors
to collaboratively engage with firms.

They also seek to reduce cross-shareholdings, a
longstanding practice whereby companies hold
shares in other firms with which they do business,
which have traditionally insulated management
teams from challenges on the part of activist
shareholders and locked up capital that might have
been productively invested. The drive to reduce
them is a key change brought by the corporate
governance reforms.

All these measures combined could enable
more growth and innovation, promote greater
external investment and even encourage more
M&A activity.*

33. See our article “What’s behind Japan’s stock-market sugar rush?” for more information
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Impact on portfolio positioning

Over the past few years, the Tokyo Stock Exchange
(TSE), Ministry of Economy, Trade and Industry (MET]I)
and Financial Services Agency (FSA) have jointly
instigated a range of measures to improve the
competitiveness and attractiveness of Japanese
companies. The TSE’s guidance to companies on
implementing the Corporate Governance Code while
being conscious of cost of capital and stock price has
reflected the strength of the signal of governance
reforms. The “Prime” index launched by the TSE in 2023,
which favours higher returns on equity and shareholder
engagement, has also contributed to greater
momentum. Over the long term, this and other reforms
should help close Japanese stocks’ valuation gap with
the rest of the world.

We have observed a positive trend of improved
practices. For example, the number of outside directors
in Japanese companies has grown, and there is a clear
shift toward performance-based executive pay, with
more companies linking compensation to financial
metrics like return-on-equity and profit figures.

QUALITY DECENT WORK AND
EDUCATION ECONOMIC GROWTH
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We expect to see continued progress over 2024, with
Japan set to issue the next version of its Corporate
Governance Code. These measures, combined with
the underlying innovative and technological abilities
of Japanese companies, could provide new
investment opportunities for sustainability-minded
investors.

Japan’s return to inflation after decades of deflation
has sparked nominal revenue growth - the first
since the mid-1990s - improving returns on
Japanese equities and significantly raising earnings
expectations, hinting at further gains as companies
continue structural reforms. Based on this analysis
and the strong growth potential, the multi-asset
desk initiated a long position in Japanese equities in
September 2023, informed by research from our
ESG analyst.
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ESG integration in sovereign debt

ESG is integrated throughout our sovereign
investment process’, in line with the four-
pillar approach. ESG data, research and
engagement are crucial to our
fundamental assessment of issuers.
Specialist ESG analysts are active
contributors within key investment
forums, like the emerging-market debt
(EMD) morning meeting. Investment
decision-makers are receptive and well
equipped to embed ESG insight within
portfolios and material ESG risks are
systematically evaluated and monitored,
including at quarterly ESG portfolio
reviews and via focus lists.

*This is not binding on the investment manager, beyond any specific ESG criteria which is in a Fund prospectus or Investment Management Agreement.

Quantitative foundation

Our proprietary sovereign ESG model assigns scores
to more than 170 countries, drawing on 11
composite indicators and over 400 individual data
points. The score (0-10) provides an overview of the
ESG profile of issuers and is available to portfolio
managers and analysts via our portfolio
management software and an interactive
dashboard, enabling peer comparisons, trend
analysis and more. Our score is complemented by
other data points, including GDP-adjusted ESG
scores, PAl indicators and engagement data.

Quantitative metrics are used to highlight potential
risks and opportunities as well as a basis for further
qualitative investigation.

Holistic stewardship
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Qualitative insight

Our qualitative overlay enables more holistic and
timely assessments of issuers, culminating in
judgements that contextualise ESG scores as well as
forward-looking momentum assessments.

Specific areas of focus vary by country based on
materiality to the investment case and guided by
close collaboration between ESG analysts and the
investment teams. ESG analysts cover core emerging
and developed markets, providing high-frequency
updates on evolving ESG views as well as detailed
reports and horizon scanning. Research is developed
and presented alongside wider fundamental and
investment views, for example, within EMD country
deep-dive sessions. Country-related ESG views on
macro trends are shared at weekly meetings and
quarterly Al House View forums.

Qualitative insights also help inform tailored
engagement topics for key issuers, complementing
our annual thematic sovereign engagement
priorities. Discussions with sovereign issuers can
provide valuable investment insight and enable us to
voice support for action on sustainability
commitments, for mutual benefit.

Portfolio relevance

Close collaboration across the investment function
ensures ESG insight and its delivery is tailored to
investment teams and strategies, accounting for
different time horizons, forums and processes. That
insight extends to security-level considerations for
ESG-labelled issuance, where relevant.

Our ESG partnership model means investment teams
have consistent points of contact while benefitting
from relevant thematic insight. Partners track the use
of ESG insights in investment decisions, including at
the idea-generation stage, and lead quarterly ESG
portfolio reviews to ensure each fund’s ESG
characteristics are well understood, material risks are
tracked, and that there is an opportunity for challenge.
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ESG integration in sovereign debt (contd)

ESG proprietary scoring system framework for sovereigns

Proprietary ESG model indicators to assess securities ESG rating per security
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Source: Aviva Investors, for illustrative purposes only

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results. Aviva Investors, Annual Sustainability Review 2023 60



CEO foreword Turning talk into action

2023 Sustainability Investing highlights

Purpose and governance

INTEGRATION CASE STUDY

Nigeria - A reform story
in the making?

o

ESG investment thesis

Nigeria is among the lowest-scoring countries on
our proprietary sovereign ESG score, presenting
various avenues for qualitative research into
potentially material ESG risks, including corruption,
human rights abuses and security concerns.

However, through qualitative review, our EMD and
ESG analysts together identified potential catalysts
for outperformance ahead of President Tinubu’s
inauguration in May 2023, including removal of a
petrol subsidy, addressing oil theft and currency
devaluation. The team developed a strong
conviction the incoming president would be able to
improve fiscal governance, tackle food security and
promote investment in key sectors, resultingin a
stronger ESG profile over time.

DECENT WORK AND
ECONOMIC GROWTH
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Impact on portfolio positioning
Supported by the positive ESG and fundamental
outlook, the EMD team added long-end bonds to an
overweight position, ahead of the inauguration.
From President Tinubu’s first day in office, he
announced the much-awaited petrol subsidy
removal which was followed by currency reforms
and commitments to raise revenue and streamline
expenditure. This led to strong spread compression,
resulting in a positive contribution.

The team retained a small overweight position due
to the potential for further outperformance from
revenue collection improvements and a build-up of
foreign exchange reserves. We expect President
Tinubu’s willingness to address security concerns,
while boosting investment in infrastructure and key
sectors, to lead to improved ESG and economic
metrics over the long run.
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INTEGRATION CASE STUDY

Assessing the impact of
Poland’s elections

0000

ESG investment thesis

Poland’s ESG metrics have pointed to challenges in
its climate transition policies, wealth inequality and
aspects of the country’s governance framework,
with Poland’s governance being identified as a
particular area for improvement. These challenges
have been linked to a continued decline of
institutional quality under the Law and Justice party
government since 2015 and, more recently, the
tightening of political control over the judicial
system alongside certain policy stances. Collectively,
these issues prevented Poland from accessing
approximately €35bn in grants and loans from the
EU’s Recovery and Resilience Funding mechanism.

The October parliamentary elections, however,
brought change, with the liberal opposition winning
a majority under Donald Tusk, former Prime Minister
and European Council President. The three political
groups forming the government have agreed a
governing plan that aims to reform key institutions
including the judiciary, reducing political influence
and thereby potentially unlocking EU funds. In
addition, the new government is set to accelerate
Poland’s climate transition, including through
increased renewable generation, transmission
connections and funding for energy efficiency.

DECENT WORK AND 1 3 CLIMATE
ECONOMIC GROWTH ACTION
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Impact on portfolio positioning
Our EMD team maintained a short Polish zloty
against the Hungarian forint and a neutral rates
position, due to these governance issues and
their implications.

However, ahead of the election, we changed our
currency positioning to neutral, reflecting the
upside scenario of a liberal opposition victory for
Poland’s ESG profile and fundamentals, despite our
base case being a hung parliament. Upon the
upside scenario materialising, this change
adjustment protected fund performance, relative to
the short positioning.

After upgrading our ESG and fundamental outlook,
we began monitoring valuations as well as risks
around the reform agenda, including from the Law
and Justice party’s remaining influence over
political apparatus, with a view to increasing our
conviction and identifying an entry point to express
this positive view within the portfolio.
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INTEGRATION CASE STUDY

Environmental concerns in
New Zealand

060

ESG investment thesis

New Zealand scores highly on our proprietary ESG
score and is a leader among relevant peers,
particularly on governance metrics. Our ESG and
investment teams also jointly engaged
constructively with the debt management office in
late 2022 on its green bond framework.

Against a backdrop of high inflation in 2023, initial
ESG analysis identified favourable social factors in
New Zealand, including the loosening of
immigration settings.

However, further qualitative ESG analysis in August
flagged potential risks, notably those related to the
upcoming election, with measures like cost-of-living
support - spending programmes and tax reductions
— becoming increasingly prominent.

From an environmental perspective, even modest
plans to decarbonise key sectors such as agriculture
faced strong and vocal opposition. This was
concerning given New Zealand’s emissions are set
to significantly overshoot 2030 targets, with
potentially costly implications for international
offset purchases, while exposure to cyclones and
flooding is set to increase.

Impact on portfolio positioning

Our sovereign fixed income strategy was overweight
New Zealand for much of 2023 as the market
persistently priced fewer cuts despite relatively swift
pass-through from rate hikes to mortgages, reliable
central bank signalling of the end of the hiking cycle,
and supportive social factors. The team added to the
overweight in July by participating in the NZGB 2033
bond tap and entering an equivalent underweight

in US rates.

However, the identification of cost-of-living-related
fiscal and inflation risks identified ahead of the
election, alongside longer-term environmental
concerns, supported a reduction in the overweight in
August. The desk exited the cross-market trade,
which positively contributed to strategy performance.
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ESG integration in Private Markets

ESG integration in Private Markets
Our duty as long-term stewards of our clients’ assets
involves the responsible allocation and management
of capital. We do this to create stable income and
capital growth for clients. To create and protect
value, we must balance the needs of clients with
other stakeholders: customers, partners,
communities and wider society. We do this by
understanding material ESG factors and
sustainability risks that can impact investment
returns and by assessing investments for their
potential to adversely impact stakeholders.

During due diligence, we undertake detailed
technical analysis of every asset, activity or company
we look to invest in. This is guided by our in-house
screening and due diligence tool, which allows the
originator to assess the asset or company’s ESG
factors that may result in potentially adverse impacts
on sustainability factors. The integration of ESG
factors into our processes ensures sustainability risks
are considered as part of investment decision making
and form part of our wider responsibilities as an
asset manager.

We consider three principal types of risk we
consider:

« Climate transition risk: Policy, legal, technology,
and market changes related to climate change
that may pose varying levels of financial risk to
organisations

« Climate physical risk: event-driven (acute) or
longer-term shifts (chronic) in climate patterns
with financial implications for organisations

« Stakeholder risk: The risk of an ESG-related
incident or event caused by our assets that
causes harm to a stakeholder

In our active Private Markets equity asset classes of
infrastructure equity, real estate equity and real
estate long income, we obtain data from suppliers,
which engage with our broader supply chain of
property managers, developers and contractors. In
our cashflow-matching asset classes of
infrastructure debt, real estate debt, structured
finance and private corporate debt, we obtain data
from intermediaries and borrowers. Where data

Holistic stewardship Afterword
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concerning sustainability risks or PAls is not
immediately available from the asset or
counterparty, we will enter into dialogue with that
party to secure the information needed. In cases
where this is not available and the lack of
information is insufficient to make an informed
decision, we will not proceed with the investment.

Our origination process is guided by our in-house
screening and due diligence tool, which allows the
originator to assess the asset or company’s ESG
factors that may result in sustainability risks or
potentially adverse impacts. In real estate equity, we
perform additional analysis to assess the asset and
planned asset management strategy against our
net-zero pathway. Where a potential investment is
deemed high risk by our screening tool, the
originator refers the investment details to the
Private Markets ESG team to provide a more
detailed opinion.
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INTEGRATION CASE STUDY

Kristiansand School: Improving

Energy efficiency
C_

ESG investment thesis

Buildings currently use 30 per cent of global energy
produced each year and generate significant
volumes of greenhouse gases - therefore buildings
need to be more energy efficient to help the
transition to a more sustainable world.** Tackling
fuel poverty also remains a critical aspect,
underscoring the urgency of fostering energy-
efficient buildings to reduce energy consumption,
lower energy bills and combat emissions.

INDUSTRY, INNOVATION ‘" SUST@(I;IdABLE CITISES
AND COMMUNITIE

ANDINFRASTRUCTURE

Impact on portfolio positioning

In Kristiansand, Norway, we undertook substantial
energy-saving projects for two key assets within one
of our European strategies across the summers of
2022 and 2023. These projects, encompassing roof
improvements, insulation, ventilation enhancements
and comprehensive refurbishments, are anticipated
to yield significant annual energy savings. We expect
the first building to save over 280,000kWh per year,
and anticipate annual savings of 103,000kWh on the
second building through ventilation upgrades and
13,800 kWh from a roof refurbishment. Both assets
achieved a notable improvement in EPC rating,
moving from EPC F to C. This transformation has
increased the share of energy efficient within a real
estate strategy to 96 per cent of the fund’s capital
value, aligning with Aviva’s commitment to reducing
energy consumption and greenhouse gas emissions.
The upgrades not only align with net-zero
commitments but also generate cost savings for
occupiers in response to the ongoing rise in energy
costs across in Europe.

34. globalabc.org/sites/default/files/inline-files/2022%20Global%20Status%20Report%20for%20Buildings%20and%20Construction_4
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INTEGRATION CASE STUDY

Ensuring well-being and
sustainability in acquisitions

ESG investment thesis

In the industrial sector, there are growing concerns
among occupiers about issues concerning well-
being and sustainability. Occupiers are favouring
industrial spaces that align with their own
sustainability and well-being requirements. This is
influencing tenant satisfaction and prompting
considerations for lease renewals, with a specific
focus on sustainability.
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Impact on portfolio positioning

Aviva Investors has acquired Leicester Distribution
Park (LEDP), a newly-developed warehouse space
of flexible distribution units. The eight-unit site has
strong ESG criteria with all units designed with
sustainability in mind, achieving a BREEAM “Very
Good” rating and an EPC rating of A. All units have
high sustainability credentials such as rainwater
harvesting systems, solar photovoltaic (PV) panels
on the roof, low-water-flow taps and LED lighting
throughout. The asset is 88 per cent degasified,
relying solely on air source heat pumps for heating
and cooling. Our investment will seek to ensure
occupiers have access to sustainable products that
meet today’s demands.

This document is for professional clients and institutional/qualified investors only. Past performance does not guarantee future results.
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Supporting renewables
delivery in Europe

ESG investment thesis

In line with the EU ambition to become climate-
neutral by 2050, and reduce the block’s reliance on
Russian fossil fuels, in March 2023 EU co-legislators
agreed to increase the renewable energy target for
2030 to 42.5 per cent, with the aim of achieving

45 per cent. The updated policy framework for
renewable energies for the 2030 and post-2030
period is still under discussion.* As part of its new
target, the EU aims to increase its production of
electricity from offshore renewable energy sources
from 12GW in 2020 to over 60GW by 2030, and
300GW by 2050. The REPowerEU plan also
introduced a strategy to double solar PV capacity to
320GW by 2025 and install 600GW by 2030.*° These
ambitions will require a big scale-up and
acceleration of renewables delivery across the EU.

35. Renewable energy - European Parliament
36. REPowerEU Plan - European Commission
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Impact on portfolio positioning

In the summer, we announced an agreement to
acquire an initial 35 per cent shareholding in Innovo
Renewables, an Italy-based company which
develops, constructs and manages renewable
energy projects across Italy, the UK and Spain. The
agreement, which can be raised to 50 per cent
within 24 months, will help Innovo Renewables
scale up its business and increase the development
of renewable energy projects across its primary
markets. Innovo Renewables currently has a five-
year pipeline of more than 2.8 GW in solar PV,
onshore wind and battery storage projects across its
core markets, with ambitions to expand into
additional markets across Europe. The Innovo
Renewables investment supports the delivery and
scaling-up of renewable energy capacity in Europe
and the transition away from fossil fuels, aligning to
both Aviva’s and the EU’s climate and emissions
targets.
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INTEGRATION CASE STUDY

Addressing deforestation: Woodland
restoration, creation & carbon capture

E

ESG investment thesis

Tree planting is an important component of the UK
government’s strategy for achieving net-zero and
advancing environmental objectives for biodiversity
and nature recovery. The UK government has set a
nationwide target of creating 30,000 hectares of new
woodland annually,’”and the Scottish government
has also set a target of 18,000 hectares in Scotland
by 2024-25.% Woodlands, beyond their contribution
to carbon sequestration, are essential in fostering
biodiversity. They serve as vital habitats for a
diverse range of plants and animals. Current tree
planting rates are well below the target rates for the
UK and all nations individually, with rates in the UK
totalling less than half of the required number of
hectares per year.* A substantial scale-up and
acceleration of tree planting is needed to meet UK
targets, ensuring the preservation of biodiversity
and the fulfilment of environmental goals.
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Impact on portfolio positioning

In 2023, we acquired Glen Forsa as part of a private
markets strategy. Glen Forsa is a 1,580-hectare site
located on the Isle of Mullin Scotland and is the
strategy’s second investment into forestry. We will
complete a biodiverse planting of trees across the
site. To ensure transparency and effectiveness, the
carbon credits we generate will be verified by the
Woodland Carbon Code. These credits will be key to
offsetting future carbon emissions within the
portfolio and delivering on Aviva’s net-zero 2040
ambition. The expansion of our forestry
investments will support both Scottish and UK
forestry targets while demonstrating our
commitment to climate change mitigation and
biodiversity preservation. We are projected to
sequester 28,000 tonnes of carbon by 2040, with
226,000 tonnes sequestered in total over the next
100 years. Biodiverse tree planting not only
contributes to carbon sequestration but also
enhances the ecological diversity and resilience

of the site.

37. England tree strategy consultation - Department for Environment, Food and Rural Affairs

38. Protecting Scotland, renewing Scotland - Scottish Government

39. Woodland Statistics - Forest Research UK
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Low-carbon public transport:
Financing the transition to
electric buses

ESG investment thesis

Zero-emission buses play a pivotal role in the
transition to sustainable transport, aligning with the
UK government’s net-zero ambitions and target of
100 per cent zero-emission bus procurement by
2040.* However, although the adoption of
zero-emission buses is gathering pace, there is still
much to do. As of March 2023, only four per cent of
the British bus fleet was battery-electric, with most
buses in Britain (76 per cent) still running on diesel.*
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Impact on portfolio positioning

In 2023, our infrastructure debt team provided a
loan of £85 million to Zenobe Energy Ltd, a market
leader in the provision of turnkey solutions for

EV fleets. Our investment is rooted in the direct
decarbonisation benefits and enabling
infrastructure that Zenobeé and its products and
services can provide. As on every transaction, ESG
due diligence was integrated into the investment
process. We actively engaged with the borrower to
get oversight of its supply chain for battery
components. Zenobé’s business enables the take-
up of electrified transport options and will help the
transition away from commercial ICE vehicles. This
will have both environmental and social benefits
due to improving air quality. This transaction
highlights the significant market opportunities in
emissions reductions within the transport sector
and the progression towards wider accessibility of
net-zero technology. Our investment in Zenobé will
help accelerate the adoption of zero-emission
buses, aligning to both Aviva’s and the UK’s
emissions targets.

40. Memorandum of understanding on zero-emission medium- and heavy-duty vehicles - Global Drive to Net Zero

41. Annual bus statistics - Gov.UK
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INTEGRATION CASE STUDY

Transition opportunities
at UK ports

00

ESG investment thesis

Maritime freight is an efficient and relatively clean
mode of transport compared with aviation and
land-based models, but it is not without its
sustainability-related risks. These include, but are
not limited to, air quality, habitat conservation and
water pollution. Due to the nature and location of
ports they are also vulnerable to physical climate
change risks, such as rising sea levels, storm surges,
flooding or droughts.

Impact on portfolio positioning

In 2023, our private corporate debt team provided a
£35 million loan to one of the UK’s leading port
operators. The strength of the operator’s climate
transition and adaptation plan was a significant
factor in the decision to lend. The operator has
already reduced its total emissions footprint by over
30 per cent and, as part of its net-zero-by-2040

42. Associated British Ports - Ready for Tomorrow
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ambitions, 81 per cent of its ports already produce
renewable energy on site with more projects
underway.* Rather than offsetting its emissions, the
operator aims to add more capacity to generate
renewable energy at its locations and to prioritise
the electrification of vehicles and portside
equipment, using offsets only as a last resort. The
operator’s transition plan also features a water
management strategy, biodiversity net gain
initiatives and habitat conservation programmes to
maintain safe breeding grounds for sea birds across
its ports. Additionally, programmes are already
underway to improve the resilience of critical port
infrastructure to mitigate the risks posed by floods
and other weather-related events. This deal serves
as a good example of the way in which companies
are planning for and mitigating against
sustainability-related risks, and adapting their
infrastructure and operations accordingly.
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Last mile infrastructure
connections

ESG investment thesis

Over the summer of 2023, our infrastructure debt
and ESG teams collaborated on a new opportunity
involving a last-mile UK utility business. At the point
of origination, gas connections comprised the bulk
of the borrower’s revenue stream, which presented
challenges from an emissions and energy transition
perspective. The transition risk was compounded
by the length of the loan tenor, which was up to

20 years. Were this a completely gas-focused
company, it is unlikely that we would have been
able to support it.

Impact on portfolio positioning
However, the borrower exhibited growth in its last-
mile electricity and water divisions, showcasing
adaptability to future changing demands for electric
versus gas connections, driven by client demand
and government regulation. The borrower is also
exploring opportunities to facilitate connections for
EV charging at new residential and commercial
developments and has an order book for this.

As such, the ESG team felt that, thanks to the
diversification within the borrower’s business, it
was already well placed to benefit from the
increasing electrification of commercial and home
heating, power and gas demand reduction. This
positively positions the borrower to derive future
value from opportunities emerging from the
electrification of transport.

Investment approach
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Sustainable office development:
10 Station Road and 30 Golden Square

ESG investment thesis

The increase in demand for offices aligning with
corporates’ low-carbon goals and which meet
employees’ rising expectations has prompted a shift
towards addressing ESG ambitions and enhancing
welfare within office buildings. However, the current
landscape reveals a shortage of sustainable offices,
with research across 20 major global office markets
indicating only 34 per cent of future demand for
low-carbon workspaces will be satisfied in the
coming years.®

Impact on portfolio positioning

10 Station Road, currently in development in
Cambridge, is strategically positioned to address these
concerns. Targeting a BREEAM “Outstanding” rating,
the development employs a rigorous sustainability
strategy, aiming for an EPC rating through detailed
energy modelling to reduce energy demand. With a
focus on fossil-free operations and onsite renewable
energy the development aims to reduce CO, emissions
by 37 per cent, above minimum industry standards.

43. The commercial case for making buildings more sustainable - JLL

The building will also be WELL Gold certified, with
incorporated features to support the health and
well-being of the tenants, as well as WIRED certified,
to enhance connectivity of the systems and people.
Being situated in Cambridge, with its highly
developed cycling infrastructure, the building will
provide 193 cycle spaces and comprehensive
amenities, promoting health and well-being while
reducing transport-related carbon emissions.
Additionally, a biodiverse green and brown roof will
promote biodiversity by providing habitats for a
range of bats, birds, butterflies, moths and bees.

Aviva Investors is now incorporating a “soft-landing”
approach across all developments, including 10
Station Road. This approach facilitates systematic
learning for us and our delivery partners, ensuring
the achievement of our ESG requirements at the
operational stage.

Holistic stewardship Afterword
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10 Station Road is on track to be Cambridge’s first
NABERS-rated building. It has been awarded a
Design for Performance rating of 4.5 stars, putting it
among the most energy-efficient office buildings in
the country.

Completed in December 2023, 30 Golden Square is
a new refurbishment and extension of a six-storey
building in Soho, providing additional office and
flexible office/retail/leisure space. The development
will be pursuing NABERS certification. The
engagement with a NABERS consultant during
commissioning and initial occupancy, and Aviva
Investors’ commitment to provide post-occupancy
evaluation after one year in operation, ensures
tenants receive the best value, in terms of energy
efficiency and environmental comfort. The
refurbishment has incorporated energy-demand
reduction features including improving the thermal
insulation and efficient building services. The
building achieved an EPC rating and its operational
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emissions have been reduced by 60 tonnes of CO,
annually, representing a 47 per cent decrease
compared to the existing building.

Additionally, the inclusion of a green roof terrace
fosters biodiversity and provides occupants with
vital outdoor green space to improve mental and
physical well-being. 30 Golden Square has achieved
a BREEAM “Excellent” rating for the refurbishment
works, with higher Energy credits, in line with a
BREEAM “Outstanding” rating. The refurbishment
meets the increasing demand for sustainable
offices, evident in all floors being pre-let six months
before completion and the building securing the
second highest rental price in Soho. This displays
the value of embedding environmental and well-
being considerations into design practices.
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Monitoring managers and service providers

Proxy advisers

Aviva Investors subscribes to research from a
number of third-party providers, but our main
provider of proxy voting and governance research is
now Glass Lewis. See Section on “Voting Decisions”
for more details on how their service meets our
needs. We changed research and voting provider
from Institutional Shareholder Services (ISS) to
Glass Lewis in October 2023.

ISS had been our main provider for a number of
years and while we had no material concerns with
the service provided, having monitored other
providers during this time, we felt 2023 was the
appropriate time to undertake a formal RFP process
for proxy voting and research services. Following
RFPs and meetings, we selected Glass Lewis as on
balance we saw a number of benefits in moving
provider and building a new relationship to help
progress our ESG strategy.

Switching voting providers is labour intensive
especially in our case given we are a global asset
manager voting at 6,000 meetings a year. However,
we had allowed time for that and effectively spent
Q4 of 2023 ensuring that the transition went as
smoothly as possible from both an operational and
research perspective.

We have also taken the opportunity to explore with
Glass Lewis potential updates to our voting policy
based on emerging trends and additional data that
is available.

Through regular meetings with Glass Lewis, we
identified areas where our own voting policy can
be strengthened, understood what our advisers are
expecting with respect to broader trends and set

in motion an approval process for modifying our
custom voting policy ahead of the next

voting season.

Where Glass Lewis is not able to meet our
expectations (i.e. it is not capturing or analysing the
data we require), we will work with other providers
through our extensive network who are able to
deliver what we need. For example, we use the data
from another external third party for assessing the
most influential companies driving tropical
deforestation and vote against the worst
performing companies on this issue.

We monitor Glass Lewis research on a constant
basis. We raise these directly with Glass Lewis and
make a record of errors enabling us to (1) review

whether and the extent to which the issues have
been addressed and (2) reflect on this log when
conducting more formal reviews and which will be
taken into consideration for annual reviews and
contract negotiations.

Finally, we receive regular updates and keep under
review any material changes in people, services or
operations which occasionally will lead us to seek
assurances there will be no impact on the level of
service we receive.

Overall, we are satisfied with the service provided
by Glass Lewis to date, including how it responds to
the issues we raise. All of the aforementioned is
taken into account when reviewing our existing
contracts and considering alternative providers.
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Monitoring managers and service providers (contd)

ESG data providers Aviva Investors’ data providers

We hold regular reviews with our largest third-
party data provider to discuss any shortcomings

around data or research outputs to drive Data vendors Data specialists NGOs
continuous improvement. Large-scale data providers with Innovative and niche providers Specialist analysis, often not
multiple datasets and deep coverage with specific scope and high quality for profit; detailed datasets with

Additionally, we hold ad-hoc meetings to discuss
broader trends in ESG that may inform our

internal research. @Green
Revenue M S C I @ Board EX i‘
Our market data team is an independent function N CDP

issuer scope aligned to purpose

that manages commercial relationships and e
: - : ESG Analysis BEYOND 22 ’
rer?ewals \fwth our market data service providers. y @ BAT,INGSI?\ MOODY s Non-govern ment
This function operates an hourglass model that S&P Global B C il
organlsatlons

sits between the business and suppliers. There
are controls and triggers to ensure contracts do
not automatically roll over and that the service
quality and accuracy of data coverage contin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>